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Retirement age declines

again in 1990s

The average retirement age resumed its long-run decline

in the 1990s after having leveled off during the preceding
10 to 15 years, the resumption of the decline is attributed
largely to a rise in the labor force participation rate of older
men and women between the mid-1950s and 2000

etirement is generally understood to be
Khe time when people stop working and
tart collecting a pension. A person’s age
at retirement is important because it is one of the
determinants of both the length of one’s work life
and the duration of retirement. The length of the
work life influences how much workers save and
how much the government collects in taxes, and
the duration of retirement affects expenditures
from savings and pension funds (including So-
cial Security). The length of the work life and the
duration of retirement also affect the ratio of
workers to retirees, which is a key determinant of
the viability of pay-as-you-go public pension
funds.

Each year, the Social Security Administration
calculates the mean age of workers receiving their
initial retirement award or disability benefit. The
calculation is made from the age data in the
Agency’s administrative records. Although this
time series does not include pensions provided
by employers or unions, it covers nearly all work-
ers in the United States and provides valuable
information about a major source of earnings:
relacement income for elderly men and women
who have stopped, or will soon stop, working.
Still, the series is limited as an indicator of retire-
ment in that the earliest age of eligibility for the
retirement benefit is 62 and many nondisabled
workers stop working before that age—some
even as young as their early fifties. Also, the dis-
ability benefit is provided to qualified workers
who are younger than 62 (although the number of
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beneficiaries is relatively small), and the Social
Security retirement benefit does not require
workers to leave the labor force, so that many
continue to work while collecting the benefit.
Therefore, it would be useful to supplement the
Social Security series with one that measures the
average age of elderly workers at their exit from
the labor force.

Such a series has been developed, and it pro-
vides estimates, in 5-year increments since the
1950s, of the median age of men and women 50
years or older who have withdrawn from the
labor force. The estimates are derived from labor
force data obtained in the Current Population
Survey (CPS), which affords complete coverage
of the workforce in the United States. It has been
shown that these two series have followed simi-
lar trajectories.! However, the Social Security se-
ries was previously limited to the retirement ben-
efit. In this article, the mean age of workers 50
years or older at the initial receipt of the disability
benefit has been combined with the mean age at
the initial receipt of the retirement benefit in order
to make the Social Security series more compa-
rable to the labor force series than heretofore. In
addition, the two series are brought up to date
through the late 1990s, using the latest data avail-
able. Also brought up to date is the measure of
the average length of retirement after exit from
the labor force.?

The two series show that the average age at
retirement declined in the 1990s, after having lev-
eled off during the 1970s (Social Security series)



and the 1980s (both series). This finding seems inconsistent
with the contention made recently that the long-run decline
in the age of retirement has reversed.® In what follows, the
apparent inconsistency is dispelled, and it is shown that the
reversal in the decline in labor force participation rates of
men aged 65 or older and women aged 60 or older that has
occurred since the middle of the 1980s has actually contrib-
uted to the decline in the average age at exit from the labor
force during the 1990s. The analysis presented also indicates
what statistical changes have to occur in order for a reversal
of the decline in the average age at withdrawal from the labor
force to take place. Whether such a reversal would be accom-
panied by a corresponding reversal in the Social Security
series is uncertain. The article concludes with a review of the
economic, social, and psychological factors that, together,
are likely to determine whether the trend will continue or be
reversed.

Methodology

The Social Security Administration publishes separate tables
showing the annual mean age of women and men initially
awarded the retirement benefit and the disability benefit, along
with the number of awardees and a frequency distribution of
the ages of the awardees.* The combined mean age of these
two types of beneficiaries was obtained by first calculating
the mean age of the disability awardees aged 50 or older and
then calculating the weighted average of the two means. This
was done for every 5th year from 1950 through 1995. Then the
weighted average of the means at the beginning and end of
each 5-year interval was calculated to obtain the average for
the interval. The average for the late 1990s was calculated
from the data for 199599, the latest year for which data were
available when this article was written.

The method of calculating the median age of exit from the
labor force has been described elsewhere,’ so only a brief
account is given here. The basic information used in the cal-
culations is the annual average data on the numbers in the
labor force and the labor force participation rates derived from
the monthly cPs for every 5th year from 1950 through 2000,
arrayed in 5-year age groups from 45 to 49 years through age
75 or older (taken as a proxy for 75 to 79 years).® Estimates of
the number of net withdrawals from the labor force for rea-
sons other than death during each 5-year interval are given
by the equation _

W=L(-R/R)VS, (1)

where /| is the number in the labor force at the beginning of
the interval, £, is the labor force participation rate of the same
cohort at the beginning of the interval, £, is the labor force
participation rate of the same cohort at the end of the interval,
and S'is the survival rate of the cohort during the interval.

The equation applies to each of six cohorts aged 45 to 49
through 70 to 74 at the beginning of the interval and 50 to 54
through 75 to 79 at the end of the interval. An interpolation
procedure is needed to convert these estimates for the co-
horts (that is, 4549 becoming 50-54, 50-54 becoming 55-59,
and so on) to estimates for age groups (50-54, 55-59, and so
forth). The conversion was effected with the use of the Karup-
King third-difference formula for osculatory interpolation.’

This method of calculating the median age at exit from the
labor force is an unusual combination of cohort and period
perspectives. The median for a cohort would tell us at what
age, on average, the members of the cohort withdrew from the
labor force as they passed through their life course from age
45—49 through 75-79. The available data would permit the
calculation of such a median for no more than a few cohorts,
at this time precluding the development of a substantial time
series of median ages of labor force exit for the various co-
horts. The method employed in this article, therefore, divides
the 30-year life course interval into 5-year periods and, for
each of these periods, uses the estimated number of labor
force exits in each of six different cohorts to calculate the
median age of men and women leaving the labor force in each
period. The result is a time series of the median age at exit from
the labor force from 1950-55 through 1995-2000, based on
estimates of cohort-specific withdrawals.®

The cPs was redesigned substantially in 1994, changing
the wording of the questionnaire and data collection meth-
odology. Analysts at the Bureau of Labor Statistics have
estimated the magnitude and direction of the effect of the
revision on various labor force measures and have provided
adjustment factors needed to maintain the comparability of
the data collected before and after the revision.’ (The Bureau
has not revised the pre-1994 data.) The analysts concluded
that “the adjustment factors indicate that the unrevised CPS
was less in focus for those on the periphery of the labor mar-
ket—those involved in more casual, intermittent or marginal
work activities, individuals who might have tentatively tested
the labor market, and older workers.”'®

The multiplicative adjustment factors the BLS analysts rec-
ommend for use in comparisons of labor force participation
rates over long periods are as follows:!!

Age Men

Women

1.010
1.043
1.106

These factors are all significant at the 5-percent level, except
the one for men aged 55 to 64. Prerevision data can be ad-
justed to postrevision levels by multiplying by the appropri-
ate factor. Alternatively, postrevision data can be adjusted to
prerevision levels by dividing by the appropriate adjustment
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factor. In this article, the postrevision labor force participation
rates for 1995 and 2000 were adjusted to prerevision levels,
except for the rate for men 55 to 64. Two assumptions were
made. First, the adjustment factors applied to the rates for the
5-year age groups within each of the three larger age catego-
ries for which the factors were presented were assumed to be
the same as the factor for the larger age category. For example,
the factor 1.084 for men aged 65 or older was used to adjust
the labor force participation rates of men 65 to 69 years, 70 to
74 years, and 75 or older. Second, the adjustment factors were
assumed to remain constant over time. Thus, the same proce-
dure was used to adjust the labor force participation rate for
2000.

To estimate the adjusted number of net withdrawals during
the interval 1995-2000, the adjusted age-specific numbers in
the labor force in 1995 were also needed. An adjustment of the
labor force participation rate implies an adjustment of the ci-
vilian noninstitutional population or the labor force (or both).
It was assumed that the published population data required
no adjustment; hence, the adjusted labor force data were ob-
tained by multiplying the published population numbers by
the adjusted labor force participation rate.

Results

Both the Social Security and the labor force series show
rapid declines in the average retirement age from the early
1950s through the early 1970s. (See table 1 and chart 1.) In
both series, the data for the 1950s may be less reliable
than subsequent data, chiefly because coverage of Social
Security was considerably more limited at that time than
afterward and the quality of the labor force data was poorer
than it was thereafter.'> Also, the Social Security data for the
1950s are based only on retirement awards. The inclusion
of data on disability awards, if such data were available,
would probably have produced substantially lower mean
ages than those shown in the table. From the 1960s through
the early 1990s, the averages in the two series are quite
similar. However, the labor force medians for the late 1990s,
adjusted to prerevision levels, are considerably lower than
the Social Security means, especially for women.

The major finding is that there were definite declines in
both series during the 1990s, after a lull in the declines
during the preceding 10 to 15 years. That the decline in the
Social Security series is considerably smaller than in the
labor force series is understandable in that, given the lower
age limit (62) of the large majority of the Social Security
awardees (namely, retirees), compared with the lower age
limit in the labor force series (50), and given an average
retirement age of under 63, the potential for further de-
clines is obviously much more limited in the Social Secu-
rity series than in the labor force series.
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By using national life tables to calculate the average re-
maining life expectancy at the median age of exit from the
labor force, the average duration of retirement (defined here
as withdrawal from the labor force of men and women aged 50
years or older) has been estimated. As shown in table 2, there
have been large increases in the average duration of retire-
ment since the early 1950s. By the late 1990s, this period in
the life course of men had increased 6 years, from a duration
of 12 years to one of 18 years, a 50-percent gain. Among
women, the increase of 8.4 years (data comparable to
prerevision levels), from a duration of 13.6 years to 22.0 years,
represented a gain of 62 percent. The increases in the dura-
tion of retirement exceed the declines in the median age at exit
from the labor force because of increases in longevity since
the early 1950s.

Because further gains in longevity are likely, the average
length of retirement will continue to increase, unless the de-
cline in the median age at exit from the labor force is reversed
and whatever increases occur would exceed the rise in lon-
gevity. The expansion of the duration of retirement has helped
raise the proportion of the adult population living in retire-
ment. As a consequence, the dependency ratio of the Social
Security system (Old Age, Survivors, and Disability Insur-

Estimated average age at retirement of men
and women, 1950-55 through 1995-2000

Social Security data! Labor force data?
Interval
Men Women Men Women
%68.5 367.9 66.9 67.6
367.6 366.4 65.7 66.1
65.0 65.0 65.1 64.6
63.9 64.3 64.2 64.2
62.9 62.9 63.4 62.9
62.8 62.7 63.0 63.2
62.9 62.8 62.8 62.7
62.8 62.8 62.6 62.8
62.7 62.6 62.4 162.3
62.6 562.5 462.0 61.4

Mean age at initial award of benefit for disability or retirement, calculated
as the weighted average of the mean ages of those receiving awards for
retirement and disability. The mean for individuals awarded disability benefits
is limited to those 50 to 65 years of age.

2Median age at exit from the labor force of 5-year cohorts aged 50-54
years through 75 or older for reasons other than death.

SAge data for disability awards are not available. If they were, the means
would be lower.

“Calculated from data adjusted to levels prior to the 1994 revision of the
Current Population Survey. Median ages computed from the published data
are as follows: men 1990-95, 62.1; men 1995-2000, 62.0; women 1990-95,
62.6; women 1995-2000, 61.8.

5The mean retirement age for 1997 was 65.4, much higher than the means
since the 1960s or in 1998 or 1999. It was, therefore, regarded as an
anomaly and disregarded. The data for both women and men are limited to the
period 1995-99.

Sources: Social Security Bulletin, Annual Statistical Supplement, 1999
(Social Security Administration, 1999); Bureau of Labor Statistics publica-
tions and Web site. See Murray Gendell and Jacob S. Siegel, “Trends in
retirement age by sex, 1950-2005,” Monthly Labor Review, July 1992, pp. 22—
29, for more information about the labor force data.




SN Fstimated average age at retirement of men and women, 1950-55 through 1995-2000
Age Age
70 70
-1 68

Men, Social Security series
-1 66
Women, Social Security series
Men, labor force series i

Women, labor force series | 64
62 - T 82
60 . | | | | | | | | L g0
1950-55 1955-60 1960-65 1965-70 1970-75 1975-80 1980-85 1985-90 1990-95  1995-2000

ance beneficiaries per 100 covered workers) increased from
6/1001n 1950 to 30/100 in 1985. Between 1985 and 2000, there
was no change in the ratio, and no further change is ex-
pected until the baby boomers start to retire between 2005
and 2010. Thereafter, the ratio is projected to rise fairly
quickly, to about 40/100 in 2020 and 47/100 in 2030. As a
result, the system is likely to require some combination of an
increase in funding, an increase in the rate of return on
assets, and a reduction in benefits.

Discussion

Contentions that the decline in the retirement age would
soon be reversed have been made for many years. Recently,
however, it has been asserted that the reversal has finally
occurred. Indeed, it was deemed to be such a well-estab-
lished fact that 7%e New York 7imes reported it in a front-
page story.!* In addition to citing anecdotal evidence and
such presumed influences as the relaxation of the Social
Security earnings test, the shift from defined-benefit plans
(“traditional pensions™) to defined-contribution plans,
and reductions in health benefits for retirees, the story
presented data showing a rise in the labor force participa-

tion rate of people aged 65 or older, a reversal of the long-
run decline. The story also quoted the economist Joseph
F. Quinn, who said “we have entered a new era.” Quinn is
well known for his studies of retirement behavior, and he has
been tracking the change in the labor force participation rate
of'the elderly for many years.'* At a conference in 1999, he
contended that “the era of earlier and earlier retirement has
come to an end.”"’

In the paper he presented at the conference, Quinn ex-
trapolated the declining trend in the labor force participation
rates of men aged 55 to 59, 60 to 64, 65 to 69, and 70 or older
and showed that between 1985 and 1998 there were increas-
ing upward deviations from the declining trend lines. There
were upward deviations from the mid-1980s on for women
also. However, their trend lines are much flatter than those of
the older men: slightly up for women aged 55 to 59 and slightly
down for women 60 to 64, 65 to 69, and 70 or older. Further
analysis revealed that cyclical fluctuations (as indicated by
the variation in the unemployment rate) accounted for some,
but not much, of the variation in the labor force participation
rate of the elderly since 1964. Hence, noncyclical factors,
such as those cited in the 7Zimes story, Quinn argued, were
the main reason for the upward deviations from the trend
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lines since the mid-1980s.

A significant omission in Quinn’s analysis is an adjust-
ment of the data because one effect of the 1994 revision of
the cps was to increase the labor force participation rates of
the elderly. The revision had virtually no effect on the
rates of men under age 65, as indicated earlier: their rates
remained essentially flat during the 1985-2000 period (at a
level slightly below that of 1985). This leveling off of the
preceding declining trend is what Quinn observed in the
increasing divergence between the extrapolated and the
published data—certainly a significant change, but not a
reversal.

Among men aged 65 or older, there was indeed a reversal,
but it was smaller than that indicated by the published data.
As shown earlier, the 1994 revision is estimated to have in-
flated the labor force participation rate of this cohort by 8.4
percent over prerevision levels. After adjustment, the rates of
men aged 65 to 69 and 70 to 74 exceeded the 1985 rates by
more than 10 percent only in 2000. Among men aged 75 or
older, the rates reached this level only in 1994. The largest of
these three increases is 14 percent.

The trends are strikingly different for women. At every age
from 50 to 54 through 75 or older, there were relatively large
increases in their labor force participation rates between 1985
and 2000, even after adjustment to prerevision levels. How-

ever, because the 1985 rates for women were very low at ages
70 to 74 (7.6 percent) and 75 or older (2.2 percent), the small
gain, in adjusted percentage points, by 2000 (1.4 for those 70
to 74 and 1.0 for those 75 or older) meant percentage increases
of 18 percent and 45 percent, respectively. At ages 50 to 54
and 55 to 59, the post-1985 increases are a continuation of the
trend since at least the early 1950s. For the older women, how-
ever, the gains since the mid-1980s are reversals of preceding
declines.

A cross-sectional analysis of the trends in women’s labor
force participation rates, however, can be misleading. It has
long been observed that in the postwar period successive
birth cohorts of women, unlike those of men, entered the
labor force at higher and higher levels. Yet, at the older ages,
the rates within each cohort declined with age, just as they
have done among men. (See table 3.) Thus, as older women
(as well as men) have aged, they have increasingly withdrawn
from the labor force. To date, there is no indication of a change
in this pattern.

The question nevertheless arises whether the cross-sec-
tional reversals of the labor force participation rates of men
older than 64 and women older than 59 since the mid-1980s
are consistent with the finding that the median age at exit
from the labor force has resumed falling during the 1990s. To
answer this question, it is helpful to look at the change dur-

LIS Change in median age at exit from the labor force and expected number of years in retirement, 1950-55

through 1995-2000, in 5-year increments

Men Women
Period . . . .
Median age at exit Expected years of Median age at exit Expected years of
from labor force retirement! from labor force retirement!
66.9 12.0 67.6 13.6
62.6 16.3 62.8 20.3
62.4 17.2 62.3 21.3
62.0 18.0 61.4 22.0
62.1 17.4 62.6 21.1
62.0 18.0 61.8 21.7
Change from 1950-55
In years—
198590 ..ooiiiiiieeire e -4.3 4.3 -4.8 6.7
1990-95 .... -45 52 -53 7.7
1995-2000. -4.9 6.0 -6.2 8.4
1990-95 ........ -4.8 54 -5.0 75
1995-2000 .......ccvecviiiriiiiiei e —4.9 6.0 -5.8 8.1
Percent change:
198590 ..ooiiiiiieiiee e -6.4 35.8 -7.1 49.3
1990-95 .... -6.7 43.3 -7.8 56.6
1995-2000. -7.3 50.0 -9.2 61.8
1990-95 ........ —7.2 45.0 —7.4 55.1
1995-2000 .......cceeiiiiiiiiii e -7.3 50.0 -8.6 59.6

L Average remaining life expectancy at the median age at exit from the
labor force.

Note: In all instances showing data for 1990-95 and 1995-2000, the first
set of data is calculated from data adjusted to levels prior to the 1994
revision of the Current Population Survey, and the second set of data is
computed from the Current Population Survey published data.

Sources: Median ages at exit from labor force are author’s calculations.
(See text for method.)

Average remaining life expectancies at median age of exit from labor force
are from life expectancy data from the National Center for Health Statistics life
tables for 1952, 1987, 1992, and 1997.
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Table 3. EEEYYTRe participation rates for selected birth cohorts, ages 45-49 through 75-79
Year of birth
Age group
1906-10 1911-15 1916-20 1921-25 1926-30 1931-35 1936-40 1941-45

97.1 96.6 96.1 95.3 94.1 93.2 93.3 92.3
94.7 95.0 93.0 90.1 89.2 88.6 88.8 86.7
90.2 89.5 84.4 81.7 79.6 79.8 77.4 77.1
75.0 65.5 60.8 55.6 56.5 53.2 54.8
317 28.5 245 26.0 24.9 27.8
17.9 14.9 15.4 15.5 16.5

7.0 7.1 7.0 7.4
45.8 50.7 51.7 55.0 55.9 62.1 67.8 74.8
48.7 50.1 53.8 53.3 57.8 60.8 66.9 70.0
47.1 49.0 47.9 48.5 50.3 55.3 57.0 58.7
36.1 33.2 33.2 33.4 355 36.4 38.5
14.5 15.1 13.5 17.0 15.8 17.5

75 7.6 8.2 8.4 9.0

2.2 2.7 2.6 3.2

Years rates were observed
1955 1960 1965 1970 1975 1980 1985 1990
1960 1965 1970 1975 1980 1985 1990 1995
1965 1970 1975 1980 1985 1990 1995 2000
1970 1975 1980 1985 1990 1995 2000 e
1975 1980 1985 1990 1995 2000 .
1980 1985 1990 1995 2000 e
1985 1990 1995 2000 .
'Rates for age 75-79 were not available, so those for age 75 or older were comparable to the earlier rates because of the 1994 revision of the Current
used as an approximation. Population Survey.
Note: The rates for 1995 and 2000 have been adjusted to make them

ing the 15-year period between the early 1980s and the late
1990s in the two main components of the equation used to
estimate the age-specific number of withdrawals for reasons
other than death, from which the median age is calculated.
These two components are (1) the age-specific numbers in
the labor force in 1980 and 1995, the beginning points of the
two 5-year intervals being compared, and (2) the age-specific
cohort net withdrawal rates for reasons other than death,
which, in equation (1), are represented by (1 —2,/R)) V..

Table 4 shows that from 1980 to 1995, the percentage of
those 45 to 54 years increased by 9 to 10 percentage points,
with a corresponding decline among older workers. Given that
the estimated number of withdrawals is the product of the
numbers in the labor force and their net withdrawal rates, the
pronounced increase in the relative number of those 45 to 54
obviously tended to increase the relative number of estimated
exits in the youngest age categories, thereby lowering the
median age.

This “younging” of the elderly labor force, however, had a
much smaller effect on the decline in the median age than did
the changes in the net withdrawal rates. (See table 5.) Allow-
ing the net withdrawal rates to change between 1980-85 and
1995-2000, while keeping the 1980 age distribution of the la-
bor force constant, reduced the median age of men and
women six-tenths of a year, but when only the age distribu-

tion was allowed to change, the median was reduced a mere
one-tenth of a year. After adjusting the 1995 and 2000 data to
prerevision levels, the differential effect of the two factors
was narrowed a little, from 0.5 (0.6 — 0.1) to 0.3 (0.5 — 0.2),
among men only.

As for the net withdrawal rates, the pattern of change is
quite clear: the rates declined more among the three older
cohorts than the three younger cohorts. (See table 6.) The
pattern was much more pronounced for women, which is
why their median age dropped considerably more than that
of men. In fact, women’s labor force participation rates increased
among the three younger cohorts, while decreasing among the
three older cohorts. Adjusting the 1995 and 2000 rates to
prerevision levels scarcely alters the pattern of differential
change between the younger and older cohorts. Thus, there is
no inconsistency between (1) the reversal since the mid-1980s
of'the declining cross-sectional labor force participation rates of
men older than 64 years and women older than 59 and (2) the
resumption during the 1990s of the postwar decline in the me-
dian age at exit from the labor force of those aged 50 or older.
This is because the cross-sectional reversal reduced the net
withdrawal rates of the older cohorts more than those of the
younger cohorts, and that pattern of change was a major reason
for the decline in the cohort median age at exit from the labor
force.
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VISR  Change in age distribution of the labor force
aged 45-74 years, 1980-95
Percent Difference, in
distribution percentage points
Adjusted,
Age group 1080 1005 | Adiusted, 1395 | 1gs,
1995 1980 minus
1980
1100.1 100.0 100.0
52.8 61.7 62.2 8.9 9.4
38.7 29.9 30.0 -8.8 -8.7
8.6 8.4 7.8 -2 -.8
199.9 100.0 100.0
54.8 63.7 64.7 8.9 9.9
37.1 28.9 28.4 -8.2 -8.7
8.0 7.4 6.9 —.6 -11
1Differs from 100.0 due to rounding of summands.
Source: Calculated by the author.

Will the reversal of the declines in the labor force participa-
tion rates of older men and women and the resumption of the
fall in the median age at exit from the labor force continue?
There is no unequivocal answer. Nonetheless, it is possible to
indicate statistically how at least the latter might or might not
happen, as well as to review the economic, social, and psy-
chological forces that, it is argued, are likely to motivate older
workers to leave the labor force at an older age than in the
past, on the one hand, or to keep them as desirous of early
retirement as they have been, on the other.

Without attempting to identify the various changes that
could produce either a continuation, a leveling, or a reversal
of the decline in the median age at exit from the labor force, we
can readily distinguish one pair of alternatives. If the afore-
said pattern of change in the net withdrawal rates between
198085 and 1995-2000 were to persist, the median age at exit
from the labor force would continue to fall, unless the relative
numbers of men and women aged 45 to 54 years (within the
age range from 45 to 74 years) in the labor force would decline
substantially. By contrast, if the pattern were to reverse, then
the median age at exit from the labor force would rise rather
than fall. The latter possibility is illustrated by the results
obtained for the period 2000-2005, using the data for 2005
given in the 1999 BLS projection of the labor force. (There is
no comparison with pre-1994 data in this case; hence, there is
no need to adjust the 2005 data because of the 1994 revision
of the CPS.) Whereas the net withdrawal rates of the three
older cohorts declined more than the rates of the three
younger cohorts between 1980—85 and 1995-2000 (see table
6), the net withdrawal rates of the three younger cohorts are
projected to fall more than those of the three older cohorts in
200005, compared with 1995-2000. (See table 7.) As a result,
the median age at exit from the labor force would increase
between 1995-2000 and 2000-05 (again, based on unadjusted
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data), from 62.0 to 62.4 for men and from 61.8 to 62.2 for women.

Note that there also was a further increase in the relative
numbers of men and women aged 45-54 between 1995 and
2000. As we saw, between 1980 and 1995, the percentage of
men and women of this age increased by 9 to 10 points. Be-
tween 1995 and 2000, however, the point gain was merely 0.8
for men and 1.2 for women, a marked deceleration of the rate of
increase between 1980 and 1995. This further “younging” of
the elderly labor force during the late 1990s tended to lower
the median age at exit from the labor force, but the effect was
quite small and was easily countered by the projected rever-
sal of the cohort pattern of change in the net withdrawal rates.

Note, too, that the relative number of those aged 45-54 in
2005 is projected to be 2.6 percentage points lower than that
in 2000 for men and 2.8 for women. This is a considerably
larger change than that just noted between 1995 and 2000. If
the projection is borne out, such a change would tend to
raise the median age at exit from the labor force more than
negligibly. With the further aging of the baby-boom cohorts,
the elderly labor force is likely to continue to get older, add-
ing further upward pressure on the median age. Whether the
future pattern of changes in net withdrawal rates will oppose
or reinforce such pressure and whether this factor will con-
tinue to have a considerably stronger effect on the median
age at exit from the labor force than the age structure of the
elderly labor force remains to be seen.

An important reason for the reversal of the pattern of
change in net withdrawal rates between 1995-2000 and
2000—-05 compared with the pattern of change between 1980—
85 and 1995-2000 is that the labor force participation rates of
those aged 65 or older are projected to decline by 2005 from

Actual and hypothetical change in the
median age of men and women 50 years or
older at exit from the labor force between
1980-85 and 1995-2000

Category of change Men Women
Actual change
1980-85.....ciiiiriieeeieee e 62.8 62.7
1995-2000 . 62.0 (62.0) 61.8 (61.4)
Change ......ccccovvveeiiiicicieee -8 (-.8) -9 (-1.3)
Hypothetical change
If the age distribution of the
1980 labor force had remained
CONSEANT ..ooviiiiiiice e -6 (-.5) -6 (-.8)
If the 1980-85 cohort net
withdrawal rates had remained
CONSEANT ..ooviiiiiiiice e -1 (-.2) -1 (-.3)

Note: The numbers in parentheses show the results of adjusting the 1995
and 2000 data for consistency with those prior to the 1994 revision of the
Current Population Survey.

Source: Calculated by the author.




IELIEYSN Change in 5-year cohort net withdrawal rates for reasons other than death, 1980-85 to 1995-2000*
1995-2000 Ratio, 1995-2000/1980-85
Cohort 1980-85 . . ; ;
Unadjusted? Adjusted?® Unadjusted? Adjusted?®
Men
45-491t050-54 .....cceveiiiieiie 0.0485 0.0424 0.0423 0.87 0.87
50-54 to 55-59 .... .1046 1054 1089 1.01 1.04
55-59 to 60-64 .... .3059 2823 2823 .92 92
60-64 to 65-69 .... .5585 4121 4537 74 81
65-69to 70-74 .... . 4318 3111 3113 72 72
70-7410 75-79% .cooiiiiiiiiiis .5248 4642 4643 88 88
Women
45-491050-54 .....ccvvviiiiiiieen .0207 .0399 0399 1.93 1.93
50-54 to 55-59 .... 1279 1327 1597 1.04 1.25
55-59 to 60-64 .... .3043 3195 3179 1.05 1.04
60-64 to 65—69 ... 5733 4744 5025 .83 88
65-69to 70-74 .... . 4714 4138 4138 88 88
707410 75=79% ooiiieeeie e .6513 5781 5787 89 89
'1-RJR) VS. See equation (1) in text. Survey.
2 Calculated from published data. “Data for age 75-79 were not available, so those for age 75 years or older
3 Calculated from adjusted data. The 1995 and 2000 data were adjusted for were used as an approximation.
consistency with those prior to the 1994 revision of the Current Population Source: Calculated by the author.

the levels recorded for 2000, in contrast to the substantial in-
creases recorded between 1995 and 2000. Such a decline, though,
may not in fact occur, as Quinn would no doubt contend. How-
ever, Quinn’s view of the prospects for a continued rise in the
labor force participation rates of the elderly were opposed at the
1999 conference by the economist Dora Costa, who has written
a book on the evolution of retirement in the United States be-
tween 1880 and 1990.'® To help judge the future trend in retire-
ment age, it is useful to present their opposing arguments.

According to Quinn, a number of changes in public policy
and in the private sector have made working later in life more
feasible or more attractive than it was in the past. With regard
to public policy, mandatory retirement is no longer permitted,
the amount of money that Social Security beneficiaries can
earn without loss of benefit has been repeatedly increased,
and the delayed retirement credit for working past age 65 will
have risen from 3 percent per year of delay in 1986 to a maxi-
mum of 8 percent by 2005. The latter figure “will be close to
actuarially fair for the average worker. Instead of penalizing
work beyond age 65, which it used to do, Social Security is
becoming more age-neutral.”"’

In the private sector, there has been a big shift away from
defined-benefit pension plans to defined-contribution plans,
to the point where the latter now constitute the majority of
plans. “Most [defined-contribution] plans are age neutral by
design and do not contain the work disincentives that [de-
fined-benefit] plans often have. As [defined-benefit] plans
decline in relative importance, so does their ability to discour-
age work and to encourage workers to leave a job at a particu-
lar age.”'® Moreover, says Quinn, the shift from manufactur-
ing to service work, which is generally less arduous, probably
facilitates the continued employment of older workers.

In contrast, Costa contends that it is “premature” to inter-
pret the reversal of the decline in the labor force participation
rates of the elderly since the mid-1980s as a reversal of the
trend toward early retirement. She points out that in the past
the rates of elderly men also have gone up temporarily, counter
to the long-term decline. A permanentupswing would require
a basic change in motivation. Her research on trends in retire-
ment age in the United States and some European countries
has led her to conclude that the “specific institutional details
of private pension plans and of social security systems are
not the primary forces driving the long-run trend.”"® Further-
more, there is evidence that neither improvements in health
nor sectoral shifts are significant determinants of the trend:
Retirement rates have increased even as the health of the
elderly has improved, and the shift from agriculture to manu-
facturing “had no effect on retirement trends.””

What accounts for “much of the long-term increase in re-
tirement rates,” said Costa, is the rise in income of the elderly.
Other contributing factors are that “retirement has become a
social norm” and that retirement has become more attractive.
For example, the development of “mass tourism and mass en-
tertainment,” the growth of affordable retirement communi-
ties in locales with favorable climate (reducing the depend-
ence of an elderly person on his or her kin), a reduction in the
“price of transport and communication with family members,”
and the expansion of social support services all have en-
hanced the attractiveness of retirement.?! Costa concludes
that “future generations, generations with much higher aver-
age levels of education and with much better average health
than past generations, may redefine the retirement lifestyle.
But, provided that retirement continues to be attractive and
that income levels do not fall dramatically (and permanently),
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LW  Ratios of 5-year cohort net withdrawal rates for
reasons other than death, 1995-2000 divided by
1980-85 and 2000-05 divided by 1995-2000
Cohort 1995-2000 divided 2000-05 divided
by 1980-85* by 1995-20002
Men
45-49 to 50-54 0.87 0.75
50-54 to 55-59 .. 1.04 .93
55-59 to 60-64 .. .92 .89
60-64 to 65-69 .. .81 1.03
65-69 to 70-74 .. 72 1.28
70-74to 75-79 .88 1.12
Women
45-49 to 50-54 1.93 0.85
50-54 to 55-59 .. 1.25 .79
55-59 to 60-64 .. 1.04 .92
60-64 to 65-69 .. .88 1.11
65-69 to 70-74 .. .88 1.18
70-74to 75-79 .89 1.12
!Adjusted data. See table 6.
2Calculated from published data.
Source: Calculated by the author.

the trend toward early retirement is unlikely to reverse.”*

In sum, Quinn argues that the aforementioned relatively
recent changes in public policy and the private sector have
begun to reverse the trend to early retirement. Costa, how-
ever, is not convinced that these changes are strong enough
to counter the strength of the longer run growth in the in-
come of the elderly and the development of conditions mak-
ing retirement more attractive. This disagreement can be re-
solved by measuring the relative impact of these factors on
future changes in workers’ retirement age. To do that suc-
cessfully, however, requires that a number of decisions be
made as to how to measure the “retirement age.” In addition
to deciding on the appropriate indicator or indicators of re-
tirement—for example, the end of a career job, exit from the
labor force, the receipt of a pension—it is necessary to de-
cide whether a single measure, such as the average age at the
onset of retirement, is preferable to tracking a number of indi-

Notes

cators, such as the age- or cohort-specific labor force partici-
pation rates. Moreover, the issue of either choosing between
or finding a way to reconcile cross-sectional and cohort per-
spectives should not be overlooked. Finally, the specifica-
tion of the appropriate lower bound of the age range in which
it is deemed retirement can occur should not be neglected.
There have been, and probably will continue to be, dis-
agreements about the resolution of these issues, but there
can be little dispute about several points. First, retirement is
not limited to people aged 65 or older, as the Zimes story
implies. Second, the widespread use of averages indicates
their great utility, including the opportunity the average age
at retirement provides to estimate the average duration of
retirement. Third, to ascertain when people decide to leave
the labor force or a career job or receive a pension, it is more
realistic and accurate to use cohort rather than cross-sec-
tional data, as the changes in women’s labor force participa-
tion rates illustrate. (See table 3.) The fourth and final point is
one that was demonstrated 25 years ago, but that has repeat-
edly been ignored or overlooked since then. Perhaps calling
it “Reimers’ rule” would help keep the press and scholars
from continuing to make that same mistake. Reimers demon-
strated that “there is no necessary connection between the
movement over time in age-specific labor force participation
rates and in the average age at retirement.”” Thus, declines
in the labor force participation rate do not necessarily indi-
cate declines in the average age at exit from the labor force,
and, similarly, increases in the labor force participation rate
do not always imply a rise in the average age of withdrawal
from the workforce. The finding that the reversal in the de-
cline of the labor force participation rates of men older than
64 and women older than 59 between the mid-1980s and 2000
is not inconsistent with the decline in the median age at exit
from the labor force during the 1990s, and in fact was an
important determinant of the decline, is a good illustration of
Reimers’ rule. L]
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