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TrE 1960’s may bring us full circle in the evolution
of retirement policy. In contrast with the de-
pression era of the 1930’s, when compulsory retire-
ment was viewed as a means of rationing scarce
jobs, the tight labor market conditions in the
1940’s and early 1950’s brought flexible retirement.
In recent years, the labor market pressure to
retain workers past the age of 65 has been dis-
appearing, as the recessions of 1957-58 and 1960-
61 left a growing residue of unemployment. Other
pressures for flexible retirement policies have con-
tinued, however. The rapid growth in the number
of workers reaching the customary retirement age
of 65 has been accompanied by mounting evidence
that many of them have the ability to continue
on the job. Furthermore, the most obvious solu-
tion to the low-income status of the retiree is
continued employment. Involuntary retirement
policies have thus been sharply criticized.

But the question of retirement policy in the
present decade must’ be posed in a somewhat
different context, for developments in both the
demand for and the supply of labor focus atten-
tion on economywide phenomena. On the de-
mand side, rapid technological changes in certain
industries have raised the question of the ability
of other sectors of economy to absorb the displaced
workers. On the supply side, the rate at which
new entrants into the labor market are swelling
the labor force each year raises the even more
difficult question of the balance of total labor
requirements with labor supply. Retirement
practice could come to be viewed as one of the

measures through which the balance is main-
tained. If so, the movement is likely to be toward
retirement before rather than after age 65.

Two of the crucial determinants of future retire-
ment policy will thus be the industry-by-industry
pattern of technological developments and the
accompanying rate of job displacement. Within
this context, employer retirement policy may con-
tinue to vary from one industry to another, and
from one size of firm to another, as earlier study
has indicated.! Moreover, such variations in
employer retirement policy parallel those in age
limitations in hiring policy.? In both cases, prac-
tice seems to vary with size of establishment and
with industry group or degree of job skill required.
Other variables, particularly labor union influence,
appear to play an important role in determining
retirement policy, as does, of course, the existence
of a private pension plan.

The Present Study

Three variables that affect retirement policy
were selected for analysis in the present study:
job skill, size of firm, and extent of unionization.
In order to examine the effects of each variable,
three North Carolina industries—textile, furniture,
and tobacco manufacturing—which exhibit marked
differences in these characteristics, were chosen.
With respect to skill, many jobs performed in the
furniture industry require a high degree of skill,
those in the textile industry require much less
skill, and the bulk of the workers in tobacco
manufacturing are unskilled. In degree of unioni-
zation, the contrast is between tobacco manu-
facturing, which is quite highly unionized, and
textile and furniture manufacturing, which are not.
Measured by number of employees, each industry
has a large proportion of small firms 3 (three-fifths
in textiles and about seven-tenths in furniture and
tobacco). However, the significance of the large,
small, or medium-size firm as an employer varies
from one industry to another. The medium-size
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1 Bew, for example, Margaret Gordon, *“The Older Worker and Retirement
Policies,”” Monthly Labor Reriew, June 1960, pp. 577-585.

1 ling and Pl t ices of Older Workers, U.8. Department
of Labor, Bureau of Employment Security (Bull. E 152), S8eptember 1956,
pp. 29-39; summarized in “Job Problems and Their Bolution,” Montly
Labor Revlew, January 1957, pp. 22-28.

3 For purposes of this study, firms were grouped as small (1-99 employees),
medium (100-499), and large (500 and more).
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firms employ more than half the furniture indus-
try’s workers, whereas employment is concen-
trated in large firms in both textiles (about
five-eighths of total employment) and in tobacco
(nearly nine-tenths), as shown in table 1.
Questionnaires on the employment of workers
aged 65 or over (hereafter termed “‘older workers”)
were mailed to the 1,470 plants in these industries
shown on a statewide listing obtained from the
Employment Security Commission of North
Carolina.! Those plants which replied that they
had production workers aged 65 or over were

sent a longer questionnaire covering conditions of
employment of their older workers: level of job
held after 65, seniority, promotions, union posi-
tion, etc. Those whose response to the initial
inquiry indicated that they did not retain em-
ployees beyond & certain age were sent a second
questionnaire on the reasons for this policy: lower
productivity, higher cost, etc., of older workers.

¢ Questionnaires were mailed to all plants In each industry In order to
check for interplant differences of the multiplant firms. No variation in
policy appeared, so data were treated throughout on the basis of firm. The
1,470 plants on the list were operated by 1,326 firms (891 In textiles, 388 In
furniture, and 47 1n tobacco).

TasLe 1. RETIREMENT PoLriciEs 1N NorTH CaRoriNA TEXTILE, FURNITURE, AND ToBacco Firus, BY
S1zE or FirM
Textile firms Furniture firms Tobacco firms
Item 1-09 | 100499 500 em- 1-99 | 100-499 | 500 em- 1-99 | 100-499 | 500 em-
All em- em- | ployees | All em- em- [ployees| All em- em- [ployees
sizes |ployces|ployees| and sizes |ploy ployees| and sizes |ployeces|ployees| and
over over over
INDUSTRY STRUCTURE
Al ﬂrms
........................................ 891 525 88 388 216 97 15 47 34 8 5
Al Pﬂ'({mt of Industry total 100.0 58.9 3L2 9.9 100.0 71 25.0 3.8 | 100 72.3 17.0 10.6
employees
Number. 219,849 | 18,647 | 59,007 | 141,205 [ 41,407 | 8,031 | 22,364 | 11,012 | 33,1685 806 | 2,817 | 29,452
Perecnl of ln(lmlry total 100.0 8.5 7, 64.3 | 100.0 18.4 5.0 26.6 | 100.0 2.7 8.6 88.8
Flrms . to initial { fre:
.......................... 624 362 196 68 302 207 84 11 39 26 8 5
Pereent of industry size class total. 70.0 69.0 70.5 75.0 7.8 5.0 86.6 7.3 83.0 96.5| 100.0 100.0
Em| loyees in responding firms:
183,597 | 13,834 | 43,510 | 126,253 | 35,24 | 6,325 | 19,031 | 9,893 | 33,048 779 2,817 | 29,452
83.5 74.2 72.6 89.4 85.1 8.8 85.1 89.8 9.6 86.9 ( 100.0 100.0
RETENTION OF WORKERS AGED 65 AND OvER
Firms reporung retention:
Tl e iedaaicecmmemaaaoees 251 83 119 49 119 53 55 1 2 18 3 3
Pcreent of Industry size class respondents. 40.2 2.9 60.7 74.2 39.4 25.6 65.5 | 100.0 56.4 61.8 37.5 60.0
Percent of respondents where workers
reached 85 70.1 60.1 75.3 7.0 65.7 57.0 71.4 | 100.0 75.9 6.0 42,9 60.0
l-,msvoyees in firms reporting re:
.................. 106,504 | 3,833 | 27,404 | 75,167 | 25,418 | 1,819 | 13,706 | 9,893 | 12,824 600 872 | 11,252
Percent of Industry size class 58.0 28.4 63.0 59.5 721 23.8 72.0 | 100.0 38.8 77.0 3.0 38.2
l’rotluctlon workers aged 65 and over retalned:
£01117] PR R 3,421 184 | 1,230 2,007 | 1,063 101 630 332 186 17 17 152
l’orcon'. of total in firms reporting..... eemeeercan 3.8 5.8 5.1 3.0 4.5 6.2 5.0 3.5 1.6 3.1 2.2 1.5
COMPULSORY RETIREMENT PoLiCY ¥
Firms with compulsory retirement: 3
NUmber. .o ieeivceaccccceiccecareae. 51 10 17 14 7 0 9 7 4
Percent of industry size class respondents. ...... 8.2 28| 122 25.8 4.6 3.4 8.3 o 5.3 34.6) 8.5 80.0
Production workeis in firms with compulsory re-
tlromcnt s
624 | 6,462 | 22,222 | 2,299 856 | 1,443 0| 23,916 365t 2,135 21,418
Percenl of industry size class 5.3 16.9 190.8 7.1 15.0 8.2 0 80.4 50.9 84.2 80.8
OrtnER PoLicy
No employees reaching 65:
Number of firms.._.... 268 32U 38 4 121 114 7 0 10 ] 1 0
Number of employces. 18,165 | 7,343 | 6,761 4,061 | 3,806 {1 2,808 298 0 586 146 440 0
Flrms with no nxed rellremcm age:
Numberd . eiieaaanana 573 352 172 49 288 200 X4 11 19 17 1 1
Percent of industry size class respondents....... 2.8 97.2 87.7 7.2 95.4 96.6 9.7 | 1000 48.7 65.4 12.5 20.0
Production workers in firms with no fixed retirement
{5
N 133,105 | 11,135 | 31,827 | 90,143 | 30,103 { 4,837 | 16,006 | 9,200 | 5,843 352 400 5,001
82.0 .7 8.1 80.2 2.9 85.0 1.8 100.0 19.6 49,1 15.8 19.2

1 Includes the following firms also reporting policy for compulsory termina-
tion of employment: 22 (1 smoll, 13 medium, and 8 large-size) textfle firms,
4 (medium-size) furniture firms, ‘and 8 (3 small, 3 medium, snd 2 large-size)
lobuceo firms. Thh nppnrent lnmnslstency is explained by the fact that

fo merely deprive the worker of the
chulce of wﬁcthcr he wlll continue working after reaching the stipulated age;

Reproduced with permission of the copyright owner. Further

he may continue at the employer’s option, sometimes for a specified number
of years or until a stipulated ngo ut which retirement is automatic.
1 For definition, see text footnote 5.
h, Includes practically all of the firms reporting no workers having reached
the age of 65.
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Retention vs. Compulsory Termination

To the initial inquiry sent to all plants, more
than a third of the responding textile and furniture
firms and more than half of the tobacco firms
replied that they had production workers aged
65 or over. But many of the firms, particularly
the small ones, had been in operation only a few
years, and none of their workers had reached the
age of 85. If these are omitted, the proportion of
firms employing production workers aged 65 and
over is much higher: over two-thirds in textiles
and furniture, and three-fourths in tobacco.

Variation by Firm Size. A first test of the hypoth-
esis that a small firm permits greater flexibility
of retirement policy can be made by ascertaining
whether the retention of older workers has a dis-
cernible pattern by firm size. Among the firms
studied, there was no consistent intraindustry
behavior. In both textiles and furniture, the
proportion of firms retaining older workers rose
as the size of firm increased. In tobacco firms
that had had workers reach age 65, practically all
the small ones retained some of these workers,
and three out of five of the large firms employed
older workers. But only a third of the medium-
size firms had older workers.

Applying two other perhaps more reliable tests,
however, reveals some direct relation between
firm size and percent of firms with compulsory
retirement.? First, relating involuntary retire-
ment policy to size of firm: the small textile firms
rarely had a compulsory retirement policy, the
percentage with a fixed retirement age increasing
with size of firm (from 3 to 26 percent). In both
furniture and tobacco, the medium-size firms most
frequently had compulsory retirement policies.
Although the number of tobacco firms in the
medium- and large-size class was very small, seven
out of cight of the medium-size firms and four out
of five of the large firms had compulsory retire-
ment, compared with one out of three of the

§ Compulsory or Involuntary retirement Is used hereafter to refer to the
policy of terminating employment at a certain age, except as the employer
may choose to make individual exceptions, regardless of whether the firm
provided a pension or retirement severance pay. Although many of the

y ret firms Indi d that they actuslly had production
workers aged 65 or over employed, the number retained by these firms was
insignificant; fewer than five employees in all cases. 'The age of retirement was
85 In all cases except for two small and one medlum-size tobacco firm, which
indicated a retlrement nge of 62,

¢ For men, the percentages were at Jeast twice as high as for women.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

TaBLE 2. PREVALENCE oF COMPULSORY RETIREMENT
Poricy,! IN NoRTH CAROLINA TEXTILE, FURNITURE,
AND Tosacco Firus BY UNION AND PENsION PLAN
STaTus

Union and pension plan status Textiles [Furniture) Tobacco

Firms witb unlon contract...ocoeceeeceoaon 15 7 21
With compulsory retirement......_.... 12 2 14
With private pension plan.__ - 12 4 12

Firms without union contract. ... 148 86 3
With compulsory retirement. .- 28 10 1
With private pension plan.......... 14 [ o

1 For definition, see text footnote 8.

small firms. By contrast, none of the large furni-
ture firms had such a policy, and the proportion
was higher among medium-size than small firms,
but both the numbers and percentages were small.

The other test of the relation between firm size
and retirement practice is made by checking the
numbers of older workers retained in each size of
firm. Older production workers (male and female)
as a percent of total production employment in
firms where retained was correlated inversely with
firm size in all industries: in textiles, the per-
centage varied from 5.5 in the small to 3.0 in the
large firms; in furniture, from 6.2 to 3.5, and in
tobacco, from 3.1 to 1.5 percent.?

In summary, a compulsory retirement policy
appeared most frequently in the large textile
firms, in the medium-size furniture firms, and in
the medium and large tobacco firms. But in all
industries, the percent of older workers declined
as firm size increased.

Variation by Industry. 'The foregoing figures also
reveal differences in retirement practice by indus-
try. A compulsory retirement policy was found
in more than half of the tobacco firms, but in
only about 8 percent of the textile and less than
5 percent of the furniture firms. Moreover, the
proportion of each industry’s production employ-
ment in firms with compulsory retirement policies
varied dramatically from 7 percent in furniture to
18 percent in textiles and 80 percent in tobacco
manufacturing. It is obvious that the furniture
worker was most likely to be retained on the job
past the age of 65, and that the textile employee,
although less frequently retained than the furni-
ture worker, had far greater opportunity for
continued employment than the tobacco worker.

Since skill is likely to be a major determinant
of retirement policy, one might expect employers
to distinguish between the policy applicable to
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skilled and that applicable to other potential
retirecs. However, practically all employers indi-
cated that the same retirement policy applied to
all workers, regardless of skill. Several reasons
were given for this uniformity of policy: fairness
to all workers; the union demands uniformity;
retention of the older worker “depends primarily
on the man, rather than the job.”

Variation by Union and Pension Status. For the
250 firms (183 flexible and 67 compulsory retire-
ment firms) which responded to the second and
third questionnaires, the union status and exist-
ence of a private pension plan can be related to
retirement policy. Within each industry, a sig-
nificantly higher percentage of firms with union
contracts had fixed retirement than was the case
for firms without union contracts. In the textile
industry, for example, in which very few firms
were organized, it is nevertheless true that where
unions did exist, four out of five firms had com-
pulsory retirement. (See table 2.)

The presence of a union means in most cases the
existence of a private pension plan, which in itself
would be a primary determinant of retirement
policy.” Of the three industries in this study,
tobacco was the only one in which unions and
private pension plans covered a significant propor-
tion of the firms. Virtually all of the unionized
tobacco firms with compulsory retirement had
private pension plans. In the other two indus-
tries, neither unions nor private pension plans
appeared with any frequency, but the two went
hand in hand.

In summary, the furniture industry was charac-~
terized by small and medium-size, nonunion firms
without private pension plans and with flexible
retirement policies. In the textile industry, em-
ployment was concentrated in large and medium-
size firms which were typically not unionized and

? See “Involuntury Retirement Provisions,” Monihly Labor Review, August
1950, pp. 835-860. Three-fifths of the 300 pension pians analyzed In that study
contained tnvoluntary retirement provisions. All 3 of the plans studled in
the tobacco industry hud such provisions, as did 6 of the 8 textile plans and
1 of the 4 furniture industry plans,

? Sce, for example, *Comparative Job Performance by Age,” Aonthly
ILabor Reriew, December 1957, pp. 1467-1471.

* To facilitate interpretation of the questionnafre and to allow for a reflec-
tion of higher pension costs, cost was defined as the cost to the company of
having an older worker do the particular Job for which ho was retalned (for
the flexible retirement firms) and the firm's estimate of tho cost of retainlng
an older production worker (for compulsory retirement firms). Both groups
of Airms were then asked to indlicate whether the cost of retalning an older
worker was actually or by estimate higher, lower, or about the same as the cost
of having o younger worker do the job.

which did not have private pension plans. Only
in the large textile firms was compulsory retire-
ment significant, and here only one firm in four
followed this policy. In the tobacco industry,
most of the employees worked in large, unionized
firms with private pension plans and fixed retire-
ment age of 65.

Employer Evaluation of Older Workers

Studies of their actual performance in industry
indicate that older workers have more ability than
has generally been recognized.® The evaluations
given by the flexible retirement firms in this study
confirmed the view that workers over 65 years of
age perform satisfactorily. The compulsory re-
tirement firms’ evaluation of older workers was
not at all similar, however, with respect to the
comparative productivity, cost of employment,
and absenteeism of older workers and other
workers. About three-fourths of the 67 compul-
sory retirement firms thought older workers were
less productive, but only about one-eighth of the
183 flexible retirement firms held this view. The
other firms in both categories reported that the
productivity of older workers equaled that of
younger workers. On the question of comparative
costs,? almost half of the compulsory retirement
firms thought retaining an older worker was more
costly than having a younger worker do the job,
but less than a tenth of the flexible retirement
firms found the cost higher. There appeared to
be less difference of opinion on the question of
absenteeism, with 27 percent of the compulsory
retirement firms and 6 percent of those with
flexible retirement stating that older workers had
higher absenteeism. On the other hand, several
of the flexible retirement firms reported lower
absentecism rates for workers aged 65 and over
than for younger workers.

The lack of similarity in rating given the older
worker by the two groups of firms raises again the
question of the extent to which retirement policy
is related to the actual performance of the older
worker. In some instances, the answers given
may reflect an attempt to explain a compulsory
retirement policy which has been adopted, rather
than a sincere belief that the older worker is, for
example, less productive. An employer who
believes that a large percentage of his 65-ycar-old
workers are competent to continue on the job
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may prefer not to have to judge each case sepa-
rately. “The company would have to defend
cach retirement both to the worker and the union,”
one employer stated. Thus a compulsory retire-
ment policy, adopted partly to avoid conflicts
arising from evaluating the performance of the
individual worker, may be justified on the vague
basis of alleged lower productivity.

Summary and Conclusions

The hypothesis that an industry with a highly
skilled labor force is more likely to retain its older
workers than one with unskilled workers is borne
out by the contrast in the general attitude of
employers in the furniture (and to a lesser degree,
the textile) industry with that of employers in
the tobacco industry. The correlation between
job skill and flexibility of retirement policy is
suggested by the infrequency with which the first
two industries had compulsory retirement policies
and by the much larger percentages of the work
force aged 65 or over in these industries than in the
tobacco industry. Within a firm, however, re-
tirement practices typically did not differ for the
skilled and unskilled workers. In the interests of
equity, the employer followed a uniform policy
for all workers, and this uniformity was often
cited as a major reason for strictly enforced com-
pulsory retirement.

Firm size appears also to be a significant vari-
able. In the textile and tobacco industries, the
small firm was least likely to have compulsory
retirement, and in all industries, the percentage of
production workers who were age 65 or more
declined as firm size increased. In the tobacco
industry—the only one of the three in which in-
voluntary retirement practices covered a large
percentage of the workers—firm size was closely
related to unionization and the existence of private
pension plans, which in turn were clearly important
determinants of policy. The combination of
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large, unionized firms, usually with private pen-
sion plans and always with a relatively unskilled
work force, resulted in compulsory retirement for
most tobacco workers. In the textile and furni-
ture industries, unionized firms with private pen-
sion plans occurred infrequently, but their
combined appearance was usually accompanied
by a fixed retirement age of 65.

The wvariables influencing retirement policy
appear to be much the same as those which deter-
mine hiring policy. In surveying the major
problems confronting older workers, the Bureau
of Employment Security study previously cited
found that size of establishment significantly
affected the willingness of employers to hire
workers 45 years of age or over, with the larger
firms most frequently specifying restrictive age
limits. Regarding skill, the study found that
while some employers were willing to hire skilled
workers regardless of age, they preferred younger
persons for semiskilled and unskilled openings.
Occupational groups with the most restrictive
upper age limits were, in order: clerical, unskilled,
professional and managerial, sales, service, semi-
skilled, and skilled.

The BES study also pointed out the tendency of
employers to specify that only young workers
would be hired to do jobs which could actually be
handled by older persons. This last finding, too,
is paralleled in the present study. There scems
to be little evidence that within these industries
the older worker's inability to perform satisfac-
torily on the job was an important issue in bringing
about a compulsory retirement policy. Instead,
retirement policy appeared to be a function of
other factors, some of which have been indicated
here. Still other and broader factors, however,
arising from changes in the aggregate demand for
and the supply of labor, are likely to become the
important determinants of retirement policy in
the near future.



