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The Older Workers and Retirement Chartbook shows the risks to retirement security and
disparities in retirement preparedness, and explores the links between labor market
challenges facing older workers and retirement insecurity.
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Several themes emerge from our research:

The U.S. population is aging; at the same time, the labor force participation rate is increasing among
older Americans. As a result of well-documented flaws in the U.S. retirement system, many older workers
hope to continue working as long as possible to make ends meet. However, many face barriers to working
longer and lack access to decent jobs with decent pay. Older workers who cannot afford to retire often
face diminishing job quality and earnings as a result of loss of bargaining power.

The connection between work and retirement insecurity is a two-way street. Bad jobs lead to bad
retirements, but retirement insecurity also forces older workers to accept bad jobs. Workers with the
freedom to walk away from a bad job can negotiate better pay and working conditions with their existing or
new employers, individually or as part of a union. In this way, they can strengthen the bargaining power of
other workers as well.

Some workers are able to work longer to close the retirement income gap, but expecting workers to
work longer is neither a fair nor a realistic solution to a broken retirement system. Some workers may
benefit from delaying retirement to increase their savings and accrued benefits while shortening their
retirement. But expecting workers to work into old age is neither a feasible nor an equitable solution to the
retirement crisis. For one thing, the increase in life expectancy has been concentrated among higher
earners with jobs that are less physically demanding. For another, Americans already work more, and
longer, than workers in most peer countries.

Many workers are forced to retire earlier than planned because of poor health, job loss, difficult
working conditions, or caregiving responsibilities. Workers who lose their jobs at an older age have a
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much harder time reentering the workforce than those who lose jobs earlier in their
careers; many become discouraged and retire earlier than planned. Despite some health
improvements at older ages and a shift from manufacturing to office jobs, many older
workers are in poor health or have physically demanding and onerous jobs they cannot
reasonably be expected to perform in old age. Those who do manage to keep working
into their late 60s and 70s are often just trying to make ends meet by supplementing
Social Security benefits with earnings but without accruing retirement benefits or savings.

Black, Hispanic, women, disabled, and LGBTQ workers are at greater risk of financial
hardship at older ages. The root cause of this risk is not poor planning. Rather, retirement
insecurity is a systemic problem. Lack of access to employer-sponsored retirement plans
explains most of the coverage gap between white workers and Black and Hispanic
workers. When Black and Hispanic workers do have access to such plans, the plans are
less generous on average than the plans white workers have access to. Meanwhile, lower
incomes on average make it harder for Black, Hispanic, women, and disabled workers to
contribute to a retirement plan or otherwise save for retirement. Black workers offset some
of these disadvantages by gravitating toward public-sector jobs with lower pay but secure
pension benefits. While women have caught up with men in retirement plan coverage,
their lower lifetime earnings, greater caregiving burdens, and longer life spans put them at
higher risk of old-age poverty. LGBTQ seniors face adverse effects of past and present
discrimination, including less access to spousal benefits.

We need to address specific challenges facing older workers. Policies that help level the
playing field for older workers include enforcing age discrimination laws, expanding the
Earned Income Tax Credit to help more adults without dependent children, implementing
policies that reduce the employer cost of providing health insurance to older workers,
changing performance metrics used to evaluate worker training programs that lead those
programs to favor enrolling younger workers, and creating a dedicated Older Workers
Bureau in the U.S. Department of Labor to help identify and address challenges faced by
older workers.

Policies that improve working conditions for all workers can especially benefit
vulnerable older workers. Though older workers can benefit from targeted policies, the
impact of such policies is often limited. Leveling the playing field for all workers can be
more effective in aiding older workers than implementing targeted policies. Broad-based
policies that would have a big impact on older workers include: macroeconomic policies
designed to produce full employment; protecting workers’ right to collectively bargain for
better wages and working conditions; ensuring access to affordable health care and
caregiving help; enacting paid leave and scheduling policies to ensure workers can take
time to care for themselves and their families; fixing a patchwork unemployment insurance
system; and measures that better protect workers from injury and iliness, including
COVID-19 and other infectious diseases.

Everyone faces significant risks as they age. It is unrealistic to expect older workers to
save enough to offset the financial fallout from unexpected job loss, retiring during a stock
or housing market downturn, becoming widowed or divorced, or incurring expensive
medical or long-term care needs. Even well-off Americans are easily impoverished by
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long-term care, and they are more likely to live long enough to develop cognitive
disabilities and other conditions associated with advancing age, and thus to need long-
term care.

Expanding social insurance programs will help contain costs and spread them over
lifetimes and across risk pools. Some older workers will have the bad luck of losing their
jobs or seeing their net worth plummet during financial market downturns as they
approach retirement age. Many Americans will need expensive medical treatment or long-
term care, and the likelihood of facing unaffordable costs tends to increase with age.
Social insurance programs such as Social Security, Medicare, and Medicaid can serve to
lower costs and spread costs and risks over time and across populations, protecting the
unluckiest while bringing peace of mind to all. However, these programs need to be
expanded, as do safety net programs such as Supplemental Security Income (SSI).

There are many gaps in our knowledge. Household and employer surveys provide
limited information on how older LGBTQ workers and retirees are faring, and small sample
sizes and other data limitations pose challenges to studying other demographic groups,
such as Asian Americans. Household and employer surveys are also subject to
nonresponse bias and misreporting, problems that can be exacerbated by confusion over
terms used to describe retirement benefits and sources of income. It is challenging to
assess how much older households’ increase in indebtedness is due to expanded access
to higher education and homeownership as opposed to the rising cost of college, housing,
and health care. Survey data offer only a murky window onto what happened to older
workers during the COVID-19 pandemic and related recession, many of whom appear to
have exited the workforce without showing up in administrative or survey data as an
increase in unemployed, retired, or disabled workers. And no one knows where COVID-19
is headed or how it will affect the workforce or disability programs in the long run.

While there is always room for more research, this is not a reason not to act on what we
already know.
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Chapter 1

Older workers

Older workers face challenges linked to age discrimination, poor health,
and other barriers to employment. Retirement insecurity also forces
workers to stay in bad jobs. Targeted policies can help, but so can policies
that improve working conditions for all workers.

Chapter 2

Retirement

Relying on employers to offer retirement benefits has never served U.S.
workers well, leaving roughly half of private-sector workers without
coverage. Expanding Social Security is the simplest and most effective
solution to the retirement crisis.

Chapter 3

Risk

Americans face increasing economic risks as they age, including risks
associated with poor health, job loss, and financial market downturns.
Social insurance programs help shield older workers and retirees from
these risks but need to be expanded.
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Chapter 1. Older workers

By Monique Morrissey, Siavash Radpour, and Barbara Schuster « November 16, 2022

What economic challenges do older workers face?

America’s workforce is aging. During the economic recovery that followed the Great Recession of
2008-20009, four in 10 Americans ages 55 or older were in the labor force, the highest participation rate in
half a century. These older workers made up 23.6% of the overall labor force in 2020, the highest share on
record (authors’ analysis of BLS 1948-2021). Though the COVID-19 pandemic had a disproportionate
impact on older workers, causing their share of the workforce to dip slightly in 2021 (to 23.4%), the dip is
likely to prove only a temporary interruption of a longer-term trend reflecting the aging of the large baby
boomer cohort, slower population growth, longer life expectancies, and later retirement (Toossi and Torpey
2017; Huston 2019).

Some Americans are happy to keep working at older ages for financial and social reasons, but others work
reluctantly in low-paying, physically taxing jobs that do not offer a path to retirement (Ghilarducci et al.
2021; Gatta and Horning 2022; Bruder 2017). The policy choices that shape their working lives weakened
workers’ bargaining power, eroded the real value of the minimum wage and other labor standards, allowed
employers to shift more responsibility for health care and retirement onto workers, and failed to protect
workers from wage theft, employee misclassification, health and safety violations, and other abuses
(Bivens et al. 2014; Cooper and Kroeger 2017; EPI 2018).

While anti-worker policies and adverse labor market conditions also harm younger workers, older workers
face special challenges linked to age discrimination, obsolete or employer-specific skills, poor health, and
other barriers to obtaining and keeping good jobs. Older workers who lose their jobs suffer greater
earnings losses than their younger counterparts. Their options for reentering the workplace are often
constrained by health limitations and caregiving responsibilities; by family, housing, and community ties to
areas with aging populations and declining industries; by employers leery of offering lower-paying jobs to
“overqualified” workers with nontransferable skills; and by other barriers to reemployment (Berkman and
Truesdale 2022; Farmand and Ghilarducci 2019).

For these reasons, older workers are disproportionately represented among the long-term unemployed
and among “discouraged” workers who are not prepared for retirement but have given up looking for work
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(Johnson and Butrica 2012; Johnson and Gosselin 2018; Weller 2020; Townsend Kiernan
and Miller 2021; Maestas and Li 2006). Displaced older workers who do find work often do
so only after enduring long searches and accepting significant pay cuts (Farber 2017;
Koenig, Trawinski, and Rix 2015).

The same factors that affect older workers’ reemployment prospects if they lose their jobs
also affect their ability to negotiate better pay and working conditions at their current jobs.
These and other factors may be driving down older workers’ wages relative to those of
prime-age workers, though patterns differ by gender and educational attainment. One
factor that has weakened older workers’ bargaining power is declining retirement security,
which, combined with poor external job prospects, leaves many workers stuck in bad jobs
(Farmand and Ghilarducci 2019).

More research is needed on how age interacts with gender, race, ethnicity, educational
attainment, and other factors that have been shown to influence workers’ bargaining
power (Naidu and Carr 2022; Farmand and Ghilarducci 2022). It is likely that older age
exacerbates the labor market disadvantages faced by Blacks, Hispanics, and women,
though age may have a less negative effect among more privileged groups. Bahn (2020),
for example, lists reasons why older women may have weak bargaining power, including
age discrimination, having caregiving responsibilities, being secondary earners whose
mobility is constrained by a spouse’s job, and being employed in such occupations as
nursing and teaching where large employers often face little competition in hiring.

What do the charts tell us?

Despite challenges, more Americans age 65 and older are working or actively looking for
work than before 2000. Older men have higher labor force participation rates than older
women, but the gender gap has narrowed, especially in the 55-64 age group (Chart 1A).
Among older workers, labor force participation rates are highest for Hispanic and Asian
American men (Chart 1B).

Though there has been a societal shift toward sedentary occupations, many older
workers—and especially those without college degrees—work in physically demanding
jobs (Chart 1C). Black and Hispanic older workers are more likely to have such jobs than
their white non-Hispanic counterparts (Chart 1D).

The share of workers ages 55—-64 represented by a union has declined, weakening older
workers’ bargaining power and eroding workplace protections (Chart 1E). Union members
are more likely to have good pensions, job security, and other advantages that reduce the
likelihood of leaving the workforce sooner than planned (Chart 1F). But since most workers
do not have these protections, unplanned retirement because of poor health, job loss, or
deteriorating working conditions is common among both men and women, especially
among workers without college degrees who retire before age 65 (Charts 1G and 1H).
Black and Hispanic workers are more likely to retire involuntarily—including a majority of
Black workers who retire at age 65 or older but had hoped to work longer (Chart 1l).

Tight labor markets, like union representation, increase workers’ ability to negotiate better
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pay and working conditions. Older workers’ job market insecurity peaked during the Great
Recession of 2008-20009, but these workers regained some confidence as the economy
recovered (Chart 1J). Older women are more pessimistic about their job prospects than
older men (Chart 1K), with discrimination against older women job applicants a likely factor
(Lahey 2008; Neumark, Burn, and Button 2019).

What can we do to alleviate challenges faced by
older workers?

Older workers can be helped by policies that level the playing field with younger workers.
A growing body of research finds that many employers discriminate against older
applicants (e.g., Lahey 2008; Farber et al. 2019; Neumark, Burn, and Button 2019;
Neumark et al. 2019). Policymakers should strengthen protections for older workers, who,
under the Supreme Court’s interpretation of the Age Discrimination in Employment Act
(ADEA), face a stricter burden of proof than plaintiffs in other employment discrimination
cases (Harrison 2021; Olen 2019; McLaughlin 2019). The ADEA is further weakened by the
growing practice of employers requiring workers to agree to arbitration to resolve disputes
rather than allowing them to pursue claims in court (Colvin 2018; Harris 2020). In addition
to tightening legislative language and ending forced arbitration, regulators should identify
and prevent discriminatory practices, such as writing job descriptions with ageist language
(Burn et al. 2022). An Older Workers Bureau at the Department of Labor could help
identify problem areas, support research, and work with employers and other stakeholders
to make the workforce a more welcoming place for older workers (Ghilarducci 2021,
Risher 2022).

Employers who stereotype older workers are hindered from hiring the best person for the
job to the detriment of both employers and workers. But discrimination might be
rationalized as a way for employers to avoid the higher health care or other costs
associated with employing older workers. Expanding Medicare eligibility to more older
workers—or to everyone—and making it the primary payer would be one way to make
sure health care costs are not a disincentive to employing older workers (Clark and
Shoven 2019).

Another targeted policy that would help older workers is expanding the Earned Income
Tax Credit (EITC). Few older workers are helped by the EITC, which focuses on working
parents and provides only small benefits to workers between the ages of 25 and 64 who
are not custodial parents (Schvedov and Schramm 2020). The American Rescue Plan of
2021 temporarily expanded EITC eligibility and benefits to low-income workers over the
age of 18 without dependent children at home, but Congress let these provisions expire
(Dolby 2021; Rahman-Davies 2022). Permanently increasing benefits and expanding
eligibility to all low-wage workers would boost labor force participation and help struggling
Americans at both ends of the age spectrum.

Older workers also face barriers to accessing career counseling and job training
programs. With a few exceptions, such as the Senior Community Service Employment
Program (NCOA 2022) and the New Start Career Network (Heidkamp et al. 2022), these
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programs often focus on younger workers because unemployed older workers are more
likely to find part-time or lower-paid jobs or to want the flexibility of self-employment,
which affects how the programs are evaluated (Abraham and Houseman 2020). Adding
staff, programs, and performance metrics better suited to older workers’ needs could help
fill the lacuna in job training programs and counseling oriented toward older workers.

While leveling the playing field is important, targeted policies can have limited impacts,
while policies that improve working conditions for all workers can have the greatest impact
on more vulnerable workers, including older workers. A priority is pursuing full-
employment fiscal and monetary policies, since tight labor markets make employers work
harder to recruit, hire, and retain older workers and other workers who are often
discriminated against or overlooked. Older workers’ gains in the strong pre-COVID-19
economy were halted by the pandemic, though their plight would have been much worse
had policymakers not responded swiftly to replace lost income and boost the economy
(CBPP 2022a, 2022¢).

Expanding the economic pie through broad-based policies from which all workers benefit
is important, but so is ensuring that workers fully share in it. Central to achieving this goal
is protecting workers’ right to collectively bargain for better wages, working conditions,
and job protections. Because unions and union members prioritize retirement benefits in
bargaining, 85% of union members participate in a retirement plan, including 68% who
participate in secure defined benefit pensions. In contrast, only 51% of nonunion workers
participate in an employer-sponsored retirement plan of any kind and only 13% participate
in a defined benefit pension (BLS 2022a). Access to secure retirement benefits gives older
workers the freedom to walk away from bad jobs, reinforcing their bargaining power
(Farmand and Ghilarducci 2019).

Beyond the direct effects of union representation on members’ well-being, unions have
important spillover effects, raising pay and labor standards for nonunion workers and
supporting pro-worker policies (Bivens et al. 2017; Feigenbaum, Hertel-Fernandez, and
Williamson 2019). By amplifying worker voices, unions also have positive impacts on the
broader society. For example, the presence of unionized nurses was associated with a
lower number of nursing home deaths in New York State during the COVID-19 pandemic
(Dean et al. 2022).

Union-backed policies that benefit workers of all ages include paid leave, expanded
caregiving assistance, flexible and fair scheduling, improved health and safety protections,
and unemployment insurance reform (e.g., AFL-CIO 2021a, 2021b, 2021c; Olen 2021,
Quinnell 2014). These policies especially help older workers, who are more likely than
younger cohorts to have health conditions that require extended leave (Smalligan and
Boyens 2020), to be caring for frail adult family members (AARP and National Alliance for
Caregiving 2020; Butrica and Karamcheva 2018), to face elevated health and safety risks
(Smith and Pegula 2020; CDC 2022; Shah Goda and Soltas 2022), or to experience long-
term unemployment (Johnson and Butrica 2012; Townsend Kiernan and Miller 2021).

Some policies would not disproportionately help older workers but would have a
significant positive effect on the most vulnerable. A long-overdue increase in the minimum
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wage would help more workers ages 55 and older (4.7 million) than teens (3.3 million). If
workers earning close to the minimum who would also get a raise are included in the
calculations, 14.6% of older workers would be helped by increasing the federal minimum
wage to $15 in 2025 (Cooper, Mokhiber, and Zipperer 2019).

A key issue for older workers is control over when and how much they work. Though older
workers have somewhat more predictable schedules than younger workers, the erratic
schedules common in the service sector are associated with psychological distress, poor
sleep, work-family conflict, and economic insecurity among older workers (Abrams,
Harknett, and Schneider 2022). In response to a 2015 survey, 37.7% of workers ages 50
and older cited the right number of hours as an essential or very important attribute that
their job lacked, with 25.4% of respondents currently working more hours and 12.3%
working fewer hours than desired. This hours mismatch was the most common source of
dissatisfaction reported, ranking above concerns about pay, benefits, and other job
attributes (Maestas et al. 2017).

A desire for fewer hours leads many older workers to take part-time jobs that do not offer
retirement and other benefits. The SECURE Act of 2019 took a small step in the right
direction by requiring some employers to extend eligibility for 401(k) plans to some long-
term part-time workers (Barney 2020). However, much more could be done to improve the
pay and benefits of part-time workers (Golden 2020).

The COVID-19 pandemic exacerbated many of the challenges facing older workers.
Temporary measures enacted during the pandemic alleviated some of these challenges
and contributed to a rapid economic recovery. But many problems remained unaddressed,
including critical health and safety issues. Even as the virus spread rapidly among workers
in nursing homes, meatpacking plants, and other workplaces, the Occupational Safety and
Health Administration failed to implement an infectious disease standard (Michaels and
Wagner 2020; Schwing 2020). Emergency paid leave provisions for workers needing time
off for COVID-19 reasons have expired, leaving many low-income workers with a hard
choice between staying home without pay, sometimes at the risk of losing their jobs, or
working sick or leaving sick family members home alone, thus contributing to the spread
of the disease (Romig 2022a).

One of the most effective temporary measures implemented during the pandemic was
expanding eligibility for, increasing the amount of, and extending the duration of
unemployment insurance benefits. Before the pandemic expansion, only three in 10
unemployed workers received benefits (Bivens et al. 2021; Dube 2021). Older workers
figure prominently among underemployed workers, the long-term unemployed, and
discouraged workers who fall through cracks in the system. Extending unemployment
insurance benefits not only helps long-term unemployed workers make ends meet, it also
enables them to find better jobs and work that matches their skills, leading to higher
earnings and longer-lasting employment (Farooq, Kugler, and Muratori 2022).

Another potentially useful pandemic reform was federal support for states offering short-
time compensation. These programs, also known as “work-sharing” programs,
compensate workers for reduced hours rather than requiring employers to lay off workers

Economic Policy Institute and Schwartz Center for Economic Policy Analysis

10



before they become eligible for benefits. Though many employers in the United States are
not familiar with this option, which remains available in some states, it is popular in some
countries and may be especially useful to older workers, who suffer worse consequences
than younger workers when employment ties are severed (NELP 2020; NELP and CLASP
2016). Work-sharing may also accustom employers and workers to a shorter workweek, an
additional benefit for older workers (Baker 2018).

These and other emergency measures taken during the pandemic show what is possible,
but more lasting solutions are called for, including permanent unemployment insurance
reform, EITC expansion, and paid leave policies.
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Labor force participation among older
Americans is steady or increasing

Labor force participation rate of older Americans, by
gender and age, 1982-2022
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Notes: Labor force participants are employed workers and unemployed workers who are
actively seeking work. The labor force participation rate for a given age group is the number of
labor force participants divided by the total number of people in that age group.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of microdata from the Current Population Survey (CPS) 1976—2022 Outgoing
Rotation Group, extracted from CPS-IPUMS (Flood et al. 2021).

The labor force participation (LFP) rate of 55- to 64-year-olds—the share of the
population that is either working or looking for work—has leveled off over the
last decade and a half. In the preceding decades, it climbed steadily for women
while falling slightly for men. Meanwhile, the LFP of both men and women age
65 and older has trended upward over the last 30 years. These trends of
steady or increasing labor force participation among older workers contrast
with a long-term decline in the LFP of prime-age workers (those ages 25-54),
not shown in the chart. Researchers have attributed that decline to a lack of
support for working women with caregiving responsibilities and declining job
opportunities for men without college degrees, among other factors (see, for
example, Hipple 2016; Krueger 2017; Richter, Chapman, and Mihaylov 2018).
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The increase in labor force participation among Americans age 65 and older
likely reflects both positive and negative factors: improved health and job op-
portunities for highly educated seniors alongside declining retirement security
for less educated workers. Meanwhile, the stagnant LFP among Americans
ages 55-64 is the result of offsetting trends. On one hand, fewer 55-year-olds
are still working as a result of the decline in prime-age LFP. On the other hand,
those who are still working at age 55 are retiring later, causing a shallower de-
cline in LFP for workers in the 55—-64 age range.
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Hispanic and Asian American men have
the highest labor force participation
among older Americans

Labor force participation rate of older Americans, by
race and ethnicity, gender, and age, 2022

Ages 55-64

—

2%
Men
77.2%
73.3%
61.4%
Women 81%
56.9%
60.5%
Age 65+
Men
21.5%
Women
M white M Black M Hispanic AAPI

Notes: Labor force participants are employed workers and unemployed workers who are
actively seeking work. The labor force participation rate for a given age group is the number of
labor force participants divided by the total number of people in that age group. Hispanic refers
to Hispanic of any race, while white, Black, and AAPI refer to non-Hispanic whites,
non-Hispanic Blacks, and non-Hispanic Asian Americans and Pacific Islanders. Data cover the
first half of 2022.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
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(SCEPA) analysis of monthly microdata from the Current Population Survey (CPS) Outgoing
Rotation Group for January—July 2022 (Flood et al. 2021).

Hispanic and Asian American and Pacific Islander (AAPI) men have the highest
labor force participation rates among Americans ages 55-64, followed by
white men. Hispanic men are also more likely than men in any other racial or
ethnic group to continue working (or looking for work) past age 65. Across
both groups of older men, Black men have the lowest labor force participation
rates, and research suggests that poor health is a key reason why older Black
men exit the labor force (Quinby and Wettstein 2021).

Racial and ethnic differences in labor force participation among older women
ages 55-64 are less noticeable than among older men in this age group. How-
ever, Hispanic women are less likely than other women to be working at older
ages.
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Many older workers have physically
demanding jobs

Share of older workers in physically demanding jobs,
by educational attainment and age, 2018

Ages 55-64

All educations

No college degree 411%

Bachelor’s degree or
more

All educations

No college degree 32.3%

Bachelor’s degree or
more

Notes: Workers are in a physically demanding job if they answered that their job requires “lots
of physical effort” “all” or “most” of the time.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Health and Retirement Study data (RAND 2022; University of Michigan
2022).

There is a common assumption that jobs are becoming less physically demand-
ing, enabling workers to continue working at older ages. However, progress in
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recent decades has been slow and uneven. According to research not shown
in the chart, despite a shift from moderately physical jobs to sedentary but cog-
nitively demanding ones, there has been a slower decline in the share of older
workers with jobs requiring intense or sustained physical effort (Johnson 2004;
Johnson, Mermin, and Resseger 2007; Ghilarducci et al. 2016).

As shown in the chart, three in 10 (31.6%) workers ages 55-64, and four in 10
(41.1%) non-college-educated workers in this age group, reported working in
jobs that required “lots of physical effort” most or all of the time. While the
share of non-college-educated workers with physically demanding jobs is low-
er at age 65 and older, it remains surprisingly high (32.3%).

Other research echoes these findings. Researchers at the Center for Economic
Policy Research, for example, found that 34.8% of workers 58 and older had
physically demanding jobs in 2009 (Rho 2010), a share that was essentially un-
changed (34.5%) five years later (Bucknor and Baker 2016). Similarly, a RAND
survey found that 37.5% of workers ages 50 and older regularly moved heavy
loads or people, 36.8% often worked in tiring or painful positions, and 29.3%
had jobs that involved standing all or almost all of the time, with a majority of
older workers (58.0%) exposed to at least one of these difficult working condi-
tions (Maestas et al. 2017).
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Older Black and Hispanic workers are
much more likely than older white
workers to have physically demanding
jobs

Share of older workers in physically demanding jobs,
by race and ethnicity, gender, and age, 2018

Ages 55-64
———
Men 48.2%
471%
e
Women 41.4%
431%
Age 65+
G —
Men 431%
37.2%
Women 331%
43.8%
M white M Black Hispanic

Notes: Workers are in a physically demanding job if they answered that their job requires “lots
of physical effort” “all” or “most” of the time. Hispanic refers to Hispanic of any race, while
white and Black refer to non-Hispanic whites and non-Hispanic Blacks.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Health and Retirement Study data (RAND 2022; University of Michigan
2022).

Older workers perform more physically taxing work than might be expected,
and older Black and Hispanic workers are much more likely than white workers
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to have physically demanding jobs. The share of Black and Hispanic workers
with jobs that require “lots of physical effort” all or most of the time is above
40% for those ages 55-64 and remains high (above 30%) for those age 65 and
older.

Though there has been a shift over time toward less physically demanding
work, this shift has been concentrated among white workers (Ghilarducci et al.
2016; not shown in the chart). Between 1992 and 2014, the share of white work-
ers ages 55-62 with jobs described as requiring “lots of physical effort” de-
creased 7 percentage points. But during that period there was just a 1 percent-
age point decline in the share of Black workers in that age group with such
jobs.

The distribution of physically taxing jobs is mixed when it comes to gender.
Men ages 55-64 are more likely to have physically demanding jobs than
women ages 55-64, but among workers 65 and older, white and Hispanic men
are less likely than white and Hispanic women to have physically demanding
jobs. This does not contradict other research finding that older men generally
have more physically demanding jobs because workers 65 and older are a rel-
atively small share of the older workforce (Maestas et al. 2017; Rho 2010).
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Union representation has declined
among workers approaching retirement

Share of workers represented by a union, by age,

1983-2021
40%
0,
20 298%
26.4%
20
47
10 5% E?sé}:
0

1990 2000 2010 2020

== Ages 55-64 == Ages 25-54 Age 65+

Notes: Workers are represented by a union if they are union members or if they are not
members but report that they are covered by a union contract.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Current Population Survey (CPS) Outgoing Rotation Group microdata,
January 1983—June 2022 (Flood et al. 2021).

Union representation has generally declined as labor laws and institutions—no-
tably the weak penalties imposed on employers engaged in unfair labor prac-
tices—increasingly serve to help private-sector employers block organizing ef-
forts (Mishel, Rhinehart, and Windham 2020). As the chart shows, this is true for
workers ages 55—-64 as well as prime-age workers ages 25-54.

An exception is workers 65 and older, who are less likely to be represented by
a union than younger workers but have not seen a decline in representation.
These workers are more likely to work in part-time and other noncareer jobs
not covered by union contracts, according to EPI and SCEPA analysis of Health
and Retirement Survey data (RAND 2022; University of Michigan 2022; see al-
so Johnson, Kawachi, and Lewis 2009). Their low but stable union representa-
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tion may be because union workers are retiring at older ages because of a shift
away from physically demanding manufacturing jobs (Bivens et al. 2017) and
because many pension plans for unionized public-sector workers have raised
their normal retirement ages (Brainard and Brown 2018).
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Many older workers leave the workforce
sooner than planned, but union workers
are less likely to experience involuntary
retirement

Share of retired older workers who retired
involuntarily, by union representation and age
(2014-2018 pooled data)

Ages 55-64

All workers 53.6%

Not unionized 58.6%

Unionized

All workers

Not unionized

Unionized

Notes: The sample includes individuals who reported being retired in the current survey but
working as employees in the previous one. Involuntary retirement is defined as retirement
preceded by poor health or disability (including poor mental health or stress); by a layoff,

business closure, or ownership change; or by changes in working conditions or compensation.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Health and Retirement Study data (RAND 2022; University of Michigan
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2022).

Many workers who retire in their 50s or early 60s do so after experiencing
poor health, job loss, deteriorating working conditions, or reduced earnings.
Among retired workers ages 55-64, slightly more than half (53.6%) retired in-
voluntarily. The share is lower among retirees age 65 and older (45.1%), simply
because more workers in this age group are ready to retire and thus do so vol-
untarily. The high share of involuntary retirements before age 65 shows that
the plan to work to age 65 or older—voiced by roughly half of workers
(Munnell, Rutledge, and Sanzenbacher 2019)—is often unrealistic. Other re-
search has confirmed high rates of involuntary retirement and suggests that in-
voluntary retirement may be increasing (Munnell, Rutledge, and Sanzenbacher
2019; Johnson and Gosselin 2018).

The chart also shows that union members are less likely to be forced to retire.
This is likely because unions offer better protections against arbitrary termina-
tion and union jobs offer better health and leave benefits. Differences in the
composition of the unionized and nonunionized workforce may also play a role,
as public-sector workers, who are more likely to have college degrees and
white-collar jobs, are also more likely to belong to unions (Gould 2020b; Bivens
et al. 2017). Finally, workers represented by a union are more likely than
nonunion workers to have access to a retirement plan at work and are better
prepared for retirement, according to analysis of 2019 Survey of Consumer Fi-
nances microdata (Federal Reserve 2022a). This gives union workers more
control over how long to work and when to retire.
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Older workers without a college degree
are more likely to be forced into
retirement

Share of retired older workers who retired
involuntarily, by educational attainment and age
(2014-2018 pooled data)

Ages 55-64

No college degree 58.6%

Bachelor’s degree or

more

No college degree

Bachelor’s degree or
more

Notes: The sample includes individuals who reported being retired in the current survey but
working as employees in the previous one. Involuntary retirement is defined as retirement
preceded by poor health or disability (including poor mental health or stress); by a layoff,

business closure, or ownership change; or by changes in working conditions or compensation.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Health and Retirement Study data (RAND 2022; University of Michigan
2022).
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The commonly expressed desire to work until age 65 or older is unrealistic for
many older workers, particularly those without a college degree. Over half
(58.6%) of non-college-educated retirees ages 55-64, and nearly half (47.5%)
of their 65-and-older counterparts, experienced poor health, job loss, deterio-
rating working conditions, or reduced earnings at their last job. These non-col-
lege-educated workers are more likely than college-educated workers to be in
poor health, which is the biggest cause of involuntary retirement (Munnell, Rut-
ledge, and Sanzenbacher 2019; Rutledge 2018b).
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Older men and women both face high
rates of involuntary retirement

Share of retired older workers who retired
involuntarily, by gender and age (2014-2018 pooled

data)
Ages 55-64
Men 54.7%
Women 527%
Men
Women

Notes: The sample includes individuals who reported being retired in the current survey but
working as employees in the previous one. Involuntary retirement is defined as retirement
preceded by poor health or disability (including poor mental health or stress); by a layoff,
business closure, or ownership change; or by changes in working conditions or compensation.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Health and Retirement Study data (RAND 2022; University of Michigan
2022).

Just over half (52.7%) of 55- to 64-year-old women who retired did so after ex-
periencing poor health, job loss, deteriorating working conditions, or reduced
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earnings at their last job. The share of men in this age group experiencing in-
voluntary retirement is even higher (54.7%). The difference could be because
men are more likely to have physically demanding jobs that are challenging for
workers in poor health (Maestas et al. 2017) or simply because many women
voluntarily retire before age 65 to retire around the same time as older hus-
bands (Maestas 2018). Workers who retire at older ages are more likely than
their younger counterparts to do so voluntarily. Nevertheless, 46.2% of retired
men and 44.0% of retired women age 65 and older retired after it became
more difficult or impossible to continue working.
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Most older Hispanic and Black workers
who retire before age 65 do so
involuntarily

Share of retired older workers who retired
involuntarily, by race, ethnicity, and age (2014-2018
pooled data)

Ages 55-64

White
Black

60.8%

Hispanic

60.2%

White

Black

Hispanic

Notes: The sample includes individuals who reported being retired in the current survey but
working in the previous one. Involuntary retirement is defined as retirement preceded by poor
health or disability (including poor mental health or stress); by a layoff, business closure, or
ownership change; or by changes in working conditions or compensation. Hispanic refers to
Hispanic of any race while white and Black refer to non-Hispanic whites and non-Hispanic
Blacks.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
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(SCEPA) analysis of Health and Retirement Study data (RAND 2022; University of Michigan
2022).

Six out of 10 Hispanic and Black 55- to 64-year-olds who retired had experi-
enced poor health, job loss, deteriorating working conditions, or reduced earn-
ings at their last job. In contrast, just over half (51.6%) of white workers who re-
tired before age 65 did so involuntarily. White workers are more likely than
their Hispanic and Black peers to retire voluntarily because they have the
means to forgo job earnings and have access to affordable health insurance
before attaining Medicare eligibility at age 65 (Copeland and Greenwald 2021).

Financial pressures hindering voluntary retirement reported by more Black and
Hispanic workers include low income and wealth, as well as the need to pay off
debt, provide economic support to friends and family, and pay for a child’s edu-
cation. These pressures lead to wider gaps between when Black and Hispanic
workers expect to retire and the actual experience of Black and Hispanic re-
tirees (relative to white retirees’ expectations and experiences of retirement).
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Tighter labor markets decrease older
workers’ job insecurity and thus
strengthen their bargaining power

Workers’ average self-assessed probability of not
getting rehired at the same level if they lost their job,
by age, 2002-2018
80%
70

60

50

40

2005 2010 2015

== Ages 55-64 Age 65+

Notes: Probabilities are based on workers’ responses to a questionnaire that asks, “Suppose
you were to lose your job this month. What do you think are the chances that you could find an
equally good job in the same line of work within the next few months?” The sample includes
employees who reported working full- or part-time and excludes self-employed and partially
retired workers.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Health and Retirement Study data (RAND 2022; University of Michigan
2022).

High shares of older workers are pessimistic about their work options should
they lose their job. Research shows that older workers are more likely than
younger workers (not shown in the chart) to think they cannot find a job compa-
rable to their current one—a well-founded fear that exists at every earnings lev-
el and reflects the reality of an unfriendly labor market for older job seekers
(RELAB 2020). The chart shows that this belief is especially prevalent among
workers age 65 and older, though a tight labor market gives these workers
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more confidence about their job prospects.

As the chart shows, when the economy in 2010 was reeling from the Great Re-
cession, nearly three-fourths (72.3%) of workers age 65 and older and nearly
two-thirds (64.4%) of workers ages 55—64 said that if they lost their job they
would not find a comparable one. Those shares were far lower in 2018, when
the economy had fully recovered and the unemployment rate was less than
half of what it was in 2010 (BLS 2022b).

In addition to facing age discrimination in hiring, older workers may have more
job-specific skills that are less valuable to other employers. The difficulty older
workers face in finding a comparable job, which is similar for college-educated
and non-college-educated workers and for white, Black, and Hispanic workers
(not shown in the chart), weakens their ability to bargain for better pay and
working conditions (RELAB 2020).
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Older women are more likely than older
men to lack confidence in their job
prospects

Workers’ average self-assessed probability of not
getting rehired at the same level if they lost their job,
by gender and age, 2018

Ages 55-64

All

Men

Women

Al 57.2%

Men

Women 60.8%

Notes: Probabilities are based on workers’ responses to a questionnaire that asks, “Suppose
you were to lose your job this month. What do you think are the chances that you could find an
equally good job in the same line of work within the next few months?” The sample includes
employees who reported working full- or part-time and excludes self-employed and partially
retired workers.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Health and Retirement Study data (RAND 2022; University of Michigan
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2022).

Nearly half of workers ages 55—-64 and well over half of those age 65 and old-
er think they would not be able to get a comparable job if they lost their current
job. Older women have higher rates of perceived job insecurity, probably with
good reason. Lahey (2008), for example, found that younger women job appli-
cants were more than 40% more likely than older women applicants to be
called for interviews for entry-level jobs. Another study, by Neumark, Burn, and
Button (2019), found that potential employers discriminate against both middle-
aged (ages 49-51) and older (ages 64—-66) women applicants even for jobs that
are not physically demanding. In contrast, middle-aged men do not face dis-
crimination for physically demanding or not physically demanding jobs. It is on-
ly older men who face job discrimination, and only when they are applying for
physically demanding jobs.
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Chapter 2. Retirement
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What challenges do workers face in preparing for
retirement?

Half of American workers face a sharp drop in living standards at retirement based on a conservative
measure that assumes retirees will draw down all their savings and use all their assets in retirement,
including the equity in their homes (Munnell, Chen, and Siliciano 2021; Munnell et al. 2020). America’s
looming retirement crisis is often attributed to longer life spans and workers’ failure to save and invest
optimally, but workers in other countries face similar longevity and financial planning challenges yet
achieve better retirement outcomes (Mitchell and Lusardi 2015; OECD 2021a, 2021b).

The U.S. retirement system is sometimes described as a three-legged stool made up of mandatory Social
Security, voluntary employer pensions, and private savings. The three-legged stool simile is offered by way
of explaining Social Security’s modest benefits, but the other legs are so wobbly that the value of Social
Security benefits far exceeds that of other retirement savings and benefits for at least half of older
Americans (Sabelhaus and Volz 2020, Figure 4). Because many workers are not covered by a workplace
plan, they may continue working into old age to make ends meet, including some who are already
receiving Social Security benefits. Among seniors age 65 and older, one-fourth of whom are still working,
four in 10 rely on Social Security payments for at least half their income (Dushi and Trenkamp 2021).

The Organisation for Economic Co-operation and Development (OECD) estimates that U.S. workers with
average earnings will replace 39.2% of their earnings with Social Security benefits if they work steadily
from ages 22 to 67 (67 is Social Security’s normal retirement age for workers born after 1959). By contrast,
the average replacement rate from mandatory pensions is 51.8% in OECD countries, based on an average
OECD normal retirement age of 66.1 years (OECD 2021b, Chapter 4). If U.S. workers also participate in a
401(k) plan with a 9% contribution rate from ages 35 to 67, the OECD estimates that they will replace 65.7%
of their earnings in retirement, but such steady participation is unrealistic for the many workers who lack
access to a workplace plan (OECD 2021b, Chapter 4; OECD 2021d).

Relying on employers to offer retirement benefits has never served U.S. workers well, leaving roughly half
of private-sector workers ages 25—-64 without coverage; this was true even in the heyday of traditional


https://www.epi.org/259277/pre/568b48017048bbcce0de5319a2905d16c23331bb0fd7d8dd2747cd70ff450b79
https://www.epi.org/people/monique-morrissey/
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pensions (Munnell and Quinby 2009). The U.S. retirement system went from bad to worse
when private-sector employers began switching from traditional defined benefit pensions
to 401(k)-style defined contribution plans in the 1980s and early 1990s (EBSA 2021),
shifting most of the cost and all the risk of retirement benefits to workers. Despite making
it easier for employers to offer a plan, the 401(k) revolution did not expand participation in
retirement plans but simply replaced one type of plan with another.

Employers are not required to contribute anything to a 401(k) plan, though most do. In a
typical plan, the employer contributes 3% of pay—the maximum matching contribution—if
the worker contributes 6%. However, at least 23% of 401(k) participants are enrolled in
plans where the maximum employer contribution is less than 3% of pay, including plans
that offer workers no employer contribution at all (authors’ analysis of Brightscope and ICI
2022, Exhibits 1.2 and 1.8).

Higher-paid workers are more likely to have access to 401(k) plans, and those plans tend
to be more generous. The median employer contribution for workers in the top fourth of
the wage distribution who maximize their employer match is 4%, versus 3% for workers in
the bottom three-fourths of the wage distribution (BLS 2020, Table 34). This nominal
difference understates the actual difference in employer contributions going to highly paid
and lower-paid workers because it does not account for differences in participation rates,
which range from 22% of workers in the bottom fourth of the wage distribution to 59% of
workers in the top fourth of the distribution, according to the same employer survey (which
includes workers who do not have access to a plan).

Most of the difference in participation rates reflects a difference in access—that is, whether
an employer offers a plan and whether a worker meets age and tenure criteria for
eligibility, which tend to be stricter for low-wage workers (BLS 2020, Table 30). Low-wage
workers are also more likely to have high-turnover and part-time jobs that make them
ineligible for benefits, sometimes the result of deliberate strategies adopted by employers
to minimize benefit costs for low-wage workers without running afoul of rules intended to
prevent employer discrimination against these workers (Kristal, Cohen, and Navot 2018;
Kolhatkar 2022). By any measure, most workers with access to a plan choose to
participate, though it is difficult to reliably estimate take-up rates in voluntary defined
contribution plans because access and participation rates vary across surveys (Radpour,
Papadopoulos, and Ghilarducci 2021).

Low-wage workers not only receive less help from employers, they also receive less help
from the government. The federal tax subsidy for retirement plans, ostensibly designed to
encourage saving, is a function of the income tax that would otherwise be owed on
investment earnings, and many low-wage workers owe little or no income tax (though they
face higher payroll tax rates than high earners and, in most states, higher state and local
tax rates) (Marr, Frentz, and Huang 2013; Wiehe et al. 2018). The Tax Policy Center
estimates that only 3.8% of taxpayers in the bottom fifth of the income distribution receive
a tax benefit from participating in a retirement plan, and the benefit they receive is only
0.3% of the total, most of which goes to taxpayers in the top income fifth (Tax Policy Center
2020).
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Traditional defined benefit pensions are more efficient than 401(k)-style defined
contribution plans because they can average costs across workers with different life spans
and who retire during a variety of market conditions, including both bull and bear markets.
Because pension funds engage in risk pooling and earn higher net investment returns,
contributions to 401(k) plans need to be almost twice as large as contributions to defined
benefit pensions to provide similar retirement security (Morrissey 2009; Morrissey 2019;
Rhee and Fornia 2014). In practice, contributions to retirement plans have not increased to
make up for the risks associated with 401(k)s, even as retirement wealth has become more
skewed toward wealthy households (Munnell, Aubry, and Crawford 2015; authors’ analysis
of Federal Reserve 2022a, 2022b). Thus the 401(k) revolution has not led to an increase in
funds set aside for retirement but instead has made retirement more precarious and
unequal.

Large disparities in retirement preparedness are the result of both random factors, such as
stock market gyrations that affect 401(k) balances, and systemic failures, such as upside-
down tax incentives that provide the most help to those who need it least. The lifelong
hardships faced by low-wage workers—including many Black, Hispanic, disabled, LGBTQ,
and women workers—continue into old age because of an employer-based retirement
system that is stacked against low-wage workers. As a result, Black and Hispanic seniors
age 65 and older have more than double the poverty rates of white seniors in the same
age group (Li and Dalaker 2021), Nearly half of seniors with disabilities live in or near
poverty and are unable to afford basic necessities (United for ALICE 2022); older women,
especially women of color, have higher poverty rates than men; and widowed, divorced,
and never-married women are at even greater risk of old-age poverty than married women
(Justice in Aging 2020b; National Women'’s Law Center and Justice in Aging 20271,
Entmacher and Matsui 2013; Copeland 2022). Though fewer data are available on older
LGBTQ adults, they also appear to have higher poverty rates than non-LGBTQ older adults,
though the difference is not statistically significant owing to a small sample size (Badgett,
Choi, and Wilson 2019, Table 6).

Black workers are more likely to work in industries and occupations that have low rates of
access to retirement plans (Rhee 2021a, 2021b). However, an exception to the rule that
Black workers and other disadvantaged groups tend to have jobs lacking retirement
benefits is Black workers’ overrepresentation in public-sector jobs, which typically pay less
but offer secure defined benefit pensions (Madowitz, Price, and Weller 2020; Thompson
and Volz 2021). Among workers ages 45-65 in 2001-2019, 26% of Black workers
participated in defined benefit pensions, compared with 24% of white workers and 13% of
Hispanic workers. However, because older Black workers were less likely to participate in
defined contribution plans than older white workers, their overall participation in
retirement plans was somewhat below that of older white workers, 56% versus 59%
(Sabelhaus and Thompson 2021, Table 10).

Among households headed by someone ages 40-59, defined benefit pensions
accounted for 40% of Black households’ total wealth in 2019, when assessed using a
measure of wealth that includes the estimated value of future pension and Social Security
benefits. Including Social Security benefits (25%) and savings in defined contribution plans
(12%), retirement wealth accounted for 76% of Black households’ total wealth. In contrast,
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retirement wealth accounted for 50% of white households’ total wealth, of which defined
benefit pensions accounted for 20%, Social Security benefits for 16%, and defined
contribution plan savings for 14% (authors’ analysis of Thompson and Volz 2021, Table 3).
Because the wealth distribution is highly unequal, these breakdowns of Black and white
wealth holdings do not reflect the wealth holding of a typical (median) Black or white
household, for which the largest share of wealth is in the form of Social Security payments
(Thompson and Volz 2021, Table 4). Though not included in measures of retirement
wealth, Black retirees are also more likely to receive financial support from family or
friends than white retirees (Copeland and Greenwald 2021).

The Black—white gap in retirement plan participation is exacerbated by Black workers
having fewer years of employment, a problem linked to employment discrimination, health
disparities, caregiving responsibilities, and incarceration. The unemployment rate of older
Black workers ages 55—64 is typically 1.5 to 2 times that of older white workers (Wilson
and Darity 2022). Black Americans are nearly five times as likely to be incarcerated as
white Americans, with dire consequences for future employment and retirement outcomes
(Schmitt and Kandra 2021; Chiteji 2020). In addition to higher rates of job loss and
incarceration, Black workers are more likely than white workers to leave the workforce for
health reasons or to care for family members, including grandchildren (Copeland and
Greenwald 2021; Johnson 2020; Lahey 2018). Among those ages 45-65, 32% of Black
and 23% of white adults were not working when surveyed in 2001-2019 (Sabelhaus and
Thompson 2021, Table 10).

Hispanic workers are less likely to participate in retirement plans than either white or Black
workers, a finding that holds across age and educational attainment groups. For example,
Hispanic workers ages 45—-65 were less likely to participate in retirement plans (35%) than
their white (59%) or Black (56%) counterparts in 2001-2019. Unlike older Black workers,
older Hispanic workers also had lower defined benefit pension coverage (13%) than older
white workers (24%) (Sabelhaus and Thompson 2021, Table 10).

Despite low rates of retirement plan participation, retirement wealth accounted for 68% of
Hispanics’ total wealth among households headed by someone age 40-59 in 2019, of
which defined benefit pension benefits accounted for 30%, Social Security benefits for
28%, and defined contribution plan assets for 10%. This finding reflects low levels of
nonretirement wealth rather than high levels of retirement wealth. As in the case of Black
and white households, averages are shaped by the wealth holdings of better-off
households. The typical (median) Hispanic household has neither a defined benefit
pension nor a defined contribution plan, and its most important asset is in the form of
Social Security benefits (authors’ analysis of Thompson and Volz 2021, Tables 3 and 4).

Hispanic workers cluster in low-wage occupations that offer few benefits (Rhee 2021a,
2021b). Lower educational attainment, poor health, language barriers, and other known
factors explain some but not all of their low pay and low retirement plan participation.
Foreign-born Hispanics are generally lower-paid and less likely to participate in retirement
plans than Hispanics born in the United States. Foreign-born Hispanic men have higher
employment rates than white, Black, or U.S.-born Hispanic men, but foreign-born Hispanic
women have lower employment rates than their white, Black, or U.S.-born Hispanic
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counterparts. Immigrants who came to the United States later in life may not qualify for
Social Security or other retirement benefits, a problem also faced by those who lack legal
authorization to work (Johnson, Mudrazija, and Wang 2016).

One explanation for Hispanics’ low levels of participation in retirement plans may be their
greater reliance on family support (Richman et el. 2012). However, this may be as much a
response to as a cause of limited access to retirement plans. Hispanic seniors age 65 and
older are more likely to live in multigenerational households (44%) than are Black (33%) or
white (16%) seniors (Johnson, Mudrazija, and Wang 2016). Multigenerational living
arrangements help families economize on living expenses and allow grandparents to
assist with child care and adult children to assist frail parents and grandparents. Hispanic
retirees are also more likely to receive financial support from family or friends than white
retirees (Copeland and Greenwald 2021).

Blacks and Hispanics also face a greater risk of developing disabling health conditions as
they age (Goodman, Morris, and Boston 2019; Weaver 2020). Adults with disabilities,
regardless of race and ethnicity, face significant challenges in the workforce. They are less
than half as likely to be employed as nondisabled adults, even though most do not meet
the overly stringent eligibility standards for receiving Social Security Disability Insurance
(SSDI) benefits. By one estimate, workers with disabilities earn 74 cents for every dollar
earned by their nondisabled peers (Vallas et al. 2022). Poor employment prospects and
health-related expenses lead to high poverty rates and other measures of financial
hardship, such as high rates of food and housing insecurity, difficulty paying medical bills,
and forgoing needed medical care (Goodman, Morris, and Boston 2019; Weaver 2020;
Vallas et al 2022; CBPP 2021).

For adults with disabilities, employment challenges are exacerbated by significant barriers
to accessing benefits. This is the case even for disabled workers who should qualify based
on stringent eligibility standards, a problem aggravated in recent years by inadequate and
poorly allocated administrative funding (Weaver 2021). Half or fewer applicants for Social
Security Disability Insurance (SSDI) benefits are ultimately accepted, and many are
accepted only after a lengthy appeals process (CBPP 2021; Weaver 2020). Even a study
cited by supporters of tightening eligibility requirements found that 72% of SSDI applicants
who were denied benefits based on their supposed capacity for gainful employment were
earning little or nothing two years later (Maestas, Mullen, and Strand 2013; Morrissey
2015).

Disabled adults’ low employment rate and low earnings affect their retirement savings and
benefits, leading to financial hardship in old age. Employment problems are compounded
by the slow and difficult process of obtaining disability benefits, as many workers who
should be eligible for full SSDI benefits instead apply for reduced Social Security
retirement benefits at age 62, before they reach full retirement age, often unaware that
they may qualify for SSDI benefits even if they have already applied for retirement
benefits. Accepting reduced Social Security retirement benefits rather than full disability
benefits also means these workers will not qualify for Medicare until age 65, whereas SSDI
recipients qualify for Medicare two years after receiving SSDI (Cloyd 2021).
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All these problems are made worse by woefully inadequate Supplemental Security Income
(SSI) benefits for low-income seniors and people with disabilities. A half century after SSI
was signed into law, it does not provide enough income to keep beneficiaries out of
poverty. Its income and asset limits are not indexed to inflation, let alone to a modern
standard of living (Nufiez 2022). SSI's meager benefits disproportionately hurt women,
who make up half (50%) of disabled adults age 18—64 and two-thirds (65%) of seniors age
65 and older receiving SSI benefits (SSA 2020).

Though working women have caught up with working men in terms of retirement plan
participation, they are still at greater risk of financial hardship in old age because of lower
pay, longer life spans, and more years spent out of the paid workforce or working part-
time while caring for family members. Women are more likely than men to be single at
older ages because they often outlive older husbands. Women are also more financially
affected than men by late-in-life divorce. One reason for this discrepancy is that 401(k)
savings are not well protected in divorce, unlike traditional defined benefit pensions.
Traditional pensions are generally better for women because they provide a secure
income, including spousal benefits, until beneficiaries die, and women tend to live longer
and rely more heavily on spousal income and benefits than men (Matsui 2021; Stein 2021
Lin and Brown 2021; Entmacher and Matsui 2013).

Women shoulder more caregiving responsibilities than men, a factor in their lower lifetime
earnings and greater retirement insecurity. Caring for young children and then for
grandchildren or frail adult family members reduces the time women spend in the paid
workforce. More than one-third (35%) of adults ages 50—64 provide unpaid personal care
to adults who need such help. The majority (60%) of caregivers of adults are women
(AARP and National Alliance for Caregiving 2020). Following women in their 50s as they
aged over the 1992-2010 period, Fahle and McGarry (2018) found that caring for spouses,
parents, and parents-in-law reduced employment by 8% and was associated with 1.3 fewer
hours of paid work per week for women remaining in the workforce. Providing financial
support to parents and caring for frail spouses are factors correlated with lower retirement
wealth for older women, though it is difficult to differentiate between lower-wealth families
relying more on unpaid care as opposed to caregiving having an impact on wealth (Bond,
Saad-Lessler, and Weller 2020).

Caregiving is also a concern for older LGBTQ adults, who are less likely to have children
than non-LGBTQ adults and who often find themselves caring for aging parents, spouses,
and partners, but who have fewer younger family members they can rely on when they
need help. Though friend networks play an important caregiving role in LGBTQ
communities, LGBTQ seniors, especially men, are more likely to age alone, a problem
exacerbated by the fact that many LGBTQ seniors do not feel welcome in many senior
centers, assisted living and long-term care facilities, and health care settings (SAGE and
National Resource Center on LGBT Aging n.d.; LGBT MAP and SAGE 2010; Schmidt 2022;
Choi and Meyer 2016).

For LGBTQ workers as for other disadvantaged and discriminated-against groups,
employment disparities carry over into retirement (Fredriksen-Goldsen et al. 2017). While
data on pay and benefits are limited, the evidence suggests that LGBTQ men earn less
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than non-LGBTQ men, while LGBTQ women, like their non-LGBTQ counterparts, earn less
than men (Badgett, Carpenter, and Sansone 2021). Though the Social Security
Administration and some employers have taken steps to provide access to retirement
benefits for same-sex partners, spouses, and survivors, including those who would have
qualified for spousal benefits in the absence of prohibitions against same-sex marriage
before the Supreme Court’s 2015 Obergefell v. Hodges decision, these changes came too
late for many LGBTQ couples (SSA n.d.; Choi and Meyer 2016). Such factors, along with
health disparities, contribute to higher indebtedness and lower retirement confidence for
LGBTQ adults compared with non-LGBTQ adults (Badgett, Choi and Wilson 2019; Emlet
2016; Copeland and Greenwald 2022).

Point-in-time measures give an incomplete picture of retirement security, which is not just
a function of the retirement savings and benefits an individual manages to accumulate
while working and whether these funds will be sufficient to cover normal living expenses
in retirement. Retirement security is also influenced by past disparities, such as inherited
wealth and educational advantages or lack thereof, and future responsibilities and risks,
such as the need to support family members or cover health-related expenses.

The U.S. tax system plays a significant role in augmenting disparities in retirement security.
While lower-income workers are poorly served by a do-it-yourself retirement system,
wealthy households benefit disproportionately from federal subsidies for retirement
saving. This is not just because they are more likely to have access to employer-based
retirement accounts and their account balances are larger, but also because they can
maximize the tax advantage by allocating riskier assets with higher expected rates of
return to retirement accounts that allow investment income to grow tax-free (Mitchell
2022; Wamhoff 2021).

Thus, the employer-based retirement system serves to magnify inequality, including racial
and ethnic gaps in retirement wealth. Because Black and Hispanic households have
historically been shut out of many housing markets and other asset-building opportunities
(Rothstein 2017), they are disadvantaged by a system that rewards risk taking rather than
incentivize new saving. Black and Hispanic households are often exposed to financial risk
not by choice but by circumstances. They were disproportionately affected by plummeting
housing prices during the Great Recession of 2008-2009, for example (Wolff 2018).

Financial burdens also weigh more heavily on Black and Hispanic families. For example,
Blacks and Hispanics are more likely than whites to cite paying off debt or paying for a
child’s education as barriers to saving. They are also more likely than whites to prioritize
supporting family and friends over saving for retirement (Copeland and Greenwald 2021),
a difference likely based on Black and Hispanic families’ greater immediate needs and
reliance on reciprocity rather than on complacency about the future.

In contrast to employer-based plans, Social Security’s progressive benefit formula replaces
a higher share of earnings for low-wage workers. Social Security benefits therefore serve
to reduce wealth inequality, including the racial wealth gap. Researchers at the Center for
Retirement Research, for example, estimated that among older households ages 51-56
between 1992 and 2016, the typical Black household had 46% of the retirement wealth of
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the typical white household, while the typical Hispanic household had 49%, if the future
value of Social Security benefits was included in the wealth calculation. Without Social
Security, however, these figures would fall to 14% and 20%, respectively (Hou and
Sanzenbacher 2020). Wolff (2018) and Thompson and Volz (2021) found similarly wealth-
equalizing effects of Social Security and defined benefit pensions for different age groups.
However, Social Security’s progressivity has been somewhat eroded by growing
disparities in life expectancy between low and high earners that affect the value of lifetime
benefits (National Academies 2015; Rutledge 2018a).

The shift from secure pensions to risky and inadequate 401(k) plans unfortunately
coincided with cuts to Social Security enacted in 1983, when the system faced an
imminent shortfall. These cuts took the form of a gradual increase in the normal retirement
age from 65 to 67 and the taxation of some Social Security benefits, with the tax revenue
reverting to the system. The increase in the normal retirement age is equivalent to a 13.3%
across-the-board cut in benefits for workers born in 1960 or later, with smaller cuts for
workers born between 1938 and 1959. Factoring in the taxation of benefits, GenXers will
experience cuts averaging around 22% relative to what they would have received absent
the 1983 reforms. Later generations will experience even deeper cuts as an increasing
share of benefits is taxed (Morrissey 2019; Purcell 2015).

Meanwhile, longer life spans and slower economic growth have made funding retirement
more expensive, whether that funding happens through intergenerational transfers, as
with Social Security, or depends on investment returns, as with traditional pensions and
retirement savings plans. Falling birth rates, increased life expectancy, and reduced
immigration have resulted in an older U.S. population and older workforce. Adding to
these challenges is the fact that most workers have seen slow or stagnant wage growth as
their wages have fallen behind productivity growth (Goss 2022; American Academy of
Actuaries 2020; EPI 2022). As corporate profits and high earners have captured a growing
slice of the economic pie, this redistribution away from low- and middle-income families
has hurt consumer demand and slowed growth while hindering many workers’ ability to
save for retirement (Bivens and Banerjee 2022).

What do the charts tell us?

Only half of prime-age (25-54) workers participate in an employer-based retirement plan,
a share that drops to one-third for workers age 65 and older (Chart 2A). The main reason
so few workers participate in an employer-based retirement plan is that employers are not
required to offer one, and those that do can limit eligibility to workers meeting minimum
age, tenure, and hours worked requirements. Most workers who do have access to a plan
either are enrolled automatically, as in the case of traditional pensions, or choose to
participate, as in voluntary 401(k) plans (Chart 2B).

Participation might be expected to increase with age as workers pay off student loans,
settle into career jobs, and approach retirement. This does not happen, however.
Retirement plan participation is little higher for workers ages 55—-64 than for prime-age
workers, and it is significantly lower for workers age 65 and older (Chart 2A). Participation

Economic Policy Institute and Schwartz Center for Economic Policy Analysis

41



is especially low for older workers without four-year college degrees, women age 65 and
older, and older Hispanic workers (Charts 2C-2E).

It is normal for high earners to save more in retirement accounts than low earners when
the goal is to replace a target share of earnings at retirement. But there is no good reason
for retirement plan participation to depend on earnings. Among workers ages 55-64,
however, only 1in 5 in the bottom income quintile participates in a retirement plan,
whereas four in five in the top income quintile participate. The pattern is similar—but
participation rates are even lower—for workers age 65 and older (Chart 2F).

Participating in a retirement plan does not guarantee that workers will be able to maintain
their standard of living or avoid hardship in retirement. However, workers with traditional
defined benefit plans are generally better prepared for retirement than those with 401(k)-
style defined contribution plans because in defined benefit plans, employers are
responsible for funding a guaranteed benefit in the form of a monthly pension check.
Older Black workers are more likely than older white or Hispanic workers to participate in
these more secure plans because they are more likely to work in the public sector, where
defined benefit pensions are more common. However, older Black workers are less likely
to participate in defined contribution plans—or in any type of plan—than white workers.
Hispanic workers are less likely than either Black or white workers to participate in either
type of plan (Chart 2G).

Another gauge of retirement preparedness is whether a household has savings in a tax-
favored retirement plan from a current job, a past job, or an individual retirement account
(IRA). We would expect most households approaching retirement to have savings in one of
these accounts, since participation in 401(k)-style defined contribution plans has exceeded
participation in defined benefit pensions since 1992, and most IRA funds were rolled over
from 401(k) plans (EBSA 2021; Copeland 2020).

However, the typical household ages 55-64 has very little saved in these accounts and is
no more likely to have retirement account savings than a prime-working-age household
ages 25-54. Among households with retirement accounts, older households do have
more saved than their younger counterparts, but not much more than the equivalent of a
year’s income (Charts 2H and 2I).

Households age 65 and older are even less likely to have retirement account savings,
such that the typical household in this age group has none (Charts 2H and 2I). This older
generation was more likely to be covered by traditional pensions during their working
lives, and some households that once had retirement accounts have drawn down their
savings.

Among households age 55 and older, only college-educated, married, and non-Hispanic
white households have substantial savings in retirement accounts (Charts 2K-2L), and they
are a minority of older households.
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What can we do to improve retirement security?

For some workers, delaying retirement can help close the retirement income gap by
allowing more time to increasing savings and accrued benefits while shortening the
amount of time spent in retirement itself, when assets are spent down. Deferring
retirement can be especially beneficial for women whose careers have been delayed or
interrupted by childrearing (Maestas 2018). However, expecting workers to work into old
age is neither a feasible nor an equitable solution to the retirement crisis because the
increase in life expectancy has been concentrated among higher earners with less
physically demanding and onerous jobs. Americans already work more hours per year and
more years than workers in most peer countries (OECD 2021c, 2022).

Though retirement challenges appear complex, the solution is simple, if politically
challenging: Expand Social Security, SSI, and other social insurance programs. Social
Security expansion should include both across-the-board and targeted benefit increases,
including a caregiver credit that boosts benefits for workers whose caregiving
responsibilities cause them to earn less than the median worker, and a higher special
minimum benefit for workers who earn low wages over long careers. These are among the
common elements of Social Security expansion plans proposed in recent years by Rep.
John Larson (D-Conn.), Sen. Bernie Sanders (D-Vt.), Sen. Elizabeth Warren (D-Mass.), and
others that have garnered strong support in the Democratic caucus. However, Social
Security expansion has encountered resistance from Republican lawmakers despite
support from Republican voters (Morrissey 2019; Data for Progress 2022; Altman 2022).

Older workers with caregiving responsibilities would have been helped by expanded
funding for Home and Community Based Services in Medicaid, a major component of the
Biden administration’s Build Back Better plan that, unfortunately, did not make it into the
Inflation Reduction Act of 2022 (Justice in Aging 2020a; Coalition on Human Needs
2022). The Supplemental Security Income (SSI) Restoration Act introduced by Sen.
Sherrod Brown (D-Ohio) would also offer critical support to many vulnerable older
Americans, including those with disabilities, by upgrading the financial eligibility rules and
bringing them in line with current economic realities (Romig 2021).

Expanding Social Security would reduce the reliance on employers to voluntarily provide
benefits, an aspect of the U.S. retirement system that has proven to be a failure. A
complementary approach would be to require employers to offer pension benefits or
contribute to a secure low-cost retirement plan, such as the Guaranteed Retirement
Account plan (Ghilarducci 2008). The two approaches could be combined. For example,
employers could be required to contribute to retirement savings accounts, which would
enable workers to defer filing for Social Security benefits and so realize a larger monthly
benefit when they did file (Koenig, Fichtner, and Gale 2018).

More incremental steps to expand access to retirement plans, lower costs, and promote
fairness include automatic IRA plans set up by state and local governments and
refundable tax credits for retirement saving (Pew 2016; Fisher and Ghilarducci 2017,
Antonelli 2020; Georgetown CRI 2021; Batchelder, Goldberg, and Orszag 2006). It is also
important to defend traditional pensions, which work for those workers lucky enough to
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have them, including public-sector workers, whose employers are well suited to take on
long-term liabilities (Morrissey 2019).
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Retirement plan participation remains
low despite 401(Kk) revolution

Share of workers who participate in a retirement
plan at a current job, by age, 1992-2019

80% )
«1992: 401(k)-type plans surpass pensions
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== Ages 25-54 == Ages 55-64 Age 65+

Notes: Retirement plans include traditional defined benefit pension plans and retirement
savings accounts such as 401(k)s.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of 1992 to 2019 Survey of Consumer Finances microdata (Federal Reserve
2022a).

Roughly half of prime-age workers (ages 25-54) and older workers approach-
ing retirement (ages 55—64) participate in a retirement plan, such as a tradition-
al defined benefit pension plan or 401(k)-style defined contribution plan. This
share has not changed noticeably in recent decades despite a change in the
tax code in the late 1970s that set the stage for 401(k) plans. Under a defined
contribution plan such as a 401(k), employee and/or employer contributions go
into an investment account. These plans shift much of the cost and all of the
risk of retirement onto workers (Morrissey 2019). Defined contribution plans
overtook defined benefit pension plans in 1992, when the number of partici-
pants in defined contribution plans exceeded the number of participants in de-
fined benefit pension plans (EBSA 2021). Yet as this chart shows, making it easi-
er and cheaper for employers to offer retirement plans boosted participation in
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these easier and cheaper defined contribution plans but did not expand overall
participation in retirement plans.

The chart also shows that retirement plan participation is much lower for work-
ers age 65 and older. Some of these workers describe themselves as retired
from career jobs and have part-time or temporary jobs with fewer benefits. Par-
ticipation in workplace retirement plans has increased somewhat among these
workers in recent decades as more are retiring at older ages from jobs with
benefits. One factor contributing to later retirement is the shift to 401(k) plans.
Unlike traditional pension plans, 401(k) plans do not specify a “normal” retire-
ment age and provide less secure retirement income (Munnell 2015).
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Only about half of workers approaching
retlrement a¥e participate m a
retirement plan, largely owing to lack of
access

Share of workers who have access to and
participate in a retirement plan at a current job, by
age, 2019

Ages 25-54

Access 63.0% have accesg 37.0% lack access

Participation 53.4% participatg 46.6% do not participate

Ages 55-64
Access 33.5%
Participation 42.8%
Access 53.7%
Participation 63.1%

Notes: Retirement plans include traditional defined benefit pension plans and retirement
savings accounts such as 401(k)s.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of 2019 Federal Reserve Board of Governors Survey of Consumer Finances
microdata (Federal Reserve 2022a).

Only 57.2% of older workers approaching retirement (ages 55-64) participate
in a retirement plan. This is only slightly more than the 53.4% of prime-age
workers (ages 25-54) who participate. These data call into question the com-
mon assumption that workers catch up on retirement preparation as they get
older and settle into career jobs.
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This chart shows that lack of access is the biggest factor depressing worker
participation in retirement plans. In most cases, workers who do not participate
lack access to a plan, either because their employer does not sponsor one or
because they do not meet eligibility requirements based on hours worked or
tenure.

Retirement plan access and participation are much lower among workers age
65 and older. Some workers in this age group are semiretired and continue
working for noneconomic reasons. But others need to work longer and save
more to make up for insufficient retirement savings, often because of a lifetime
of lower-income work. Lack of access to retirement plans at work makes saving
for retirement more difficult. This is true even for workers who can stay em-
ployed and postpone their retirement (see Ghilarducci, Papadopoulos, and
Webb 2022).

Economic Policy Institute and Schwartz Center for Economic Policy Analysis

48



Older workers without a college degree
are less likely to have access to and
participate in a retirement plan

Share of older workers who have access to and
participate in a retirement plan at a current job, by
educational attainment and age, 2019

Ages 55-64

No college degree

Access rate

Participation rate

Bachelor’s degree or more

Access rate

Participation rate

Age 65+

No college degree

Access rate
Participation rate
Bachelor’s degree or more
Access rate

Participation rate

Notes: Retirement plans include traditional defined benefit pension plans and retirement
savings accounts such as 401(k)s.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis

(SCEPA) analysis of 2019 Survey of Consumer Finances microdata (Federal Reserve 2022a).
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Older workers without a bachelor’s degree or more education are much less
likely than their college-educated peers to have access to and participate in a
retirement plan. For example, seven in 10 (69.9%) of workers ages 55-64 with
a bachelor’s degree participate in a plan, compared with less than half (48.6%)
of their counterparts without a bachelor’s degree. Workers without a bachelor’s
degree represent well over half of workers (59.7%) in this age group (not shown
in the chart). (The distribution of workers by education level also comes from
Survey of Consumer Finances microdata accessed from Federal Reserve
2022a).

Not having a bachelor’s degree is also associated with lower retirement access
and participation rates among workers age 65 and older. Among workers in
this age group, 48.8% of workers with a bachelor’s degree participate in a plan,
nearly twice the participation rate of workers without a bachelor’s degree
(27.4%). Though not shown in the chart, workers with a bachelor’s degree make
up a larger share of workers age 65 and older (44.5%) than workers ages
55-64 (40.3%). The gap stems from the fact that college-educated workers are
more likely to remain in the workforce at older ages, according to EPI and
SCEPA analysis of SCF microdata (Federal Reserve 2022a). However, many
workers in the 65+ age group, including those with a bachelor’s degree, work
part-time and/or supplement Social Security payments with income from lower-
paid jobs taken as a transition to retirement. Often these “bridge” jobs do not
provide retirement benefits (Cahill and Quinn 2020; Johnson and Kawachi
2007).
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Working women age 65 and older are the
least likely among older workers to
participate in a retirement plan

Share of older workers who have access to and
participate in a retirement plan at a current job, by
gender and age, 2019

Ages 55-64

Men

Access rate

Participation rate

Access rate

Participation rate

Ages 65+

Access rate

Participation rate

Access rate

Participation rate

Notes: Retirement plans include traditional defined benefit pension plans and retirement
savings accounts such as 401(k)s.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Survey of Consumer Finances 2019 microdata (Federal Reserve 2022a).
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Despite some progress, gender inequities in retirement persist. Working
women approaching retirement (ages 55—-64) are as likely to have access to a
retirement plan as their male counterparts and are more likely to participate.
However, working women age 65 and older are less likely to have access to a
plan than working men in their age group or workers ages 55-64 (both men
and women).

This limited access to retirement for working women age 65 and older is partly
due to their work in part-time jobs, which are less likely to provide retirement
benefits (BLS 2019). Because women make up nearly two-thirds of caregivers
for adults (typically elder parents or spouses), their caregiving responsibilities
often limit them to part-time jobs, which are far less likely to offer any retire-
ment plan (AARP and National Alliance for Caregiving 2020). Even if women
had equal access to retirement plans, they would be at greater risk of hardship
in old age. That is because they earn less, live longer, and are more likely to be
single or widowed than men, among other factors (Enda and Gale 2020; Ent-
macher and Matsui 2013; Entmacher, Waid, and Veghte 2016; Ghilarducci,
Jaimes, and Webb 2018; Weller, Saad-Lessler, and Bond 2020).
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Hispanic workers are the least likely
among older workers to participate in a
retirement plan

Share of workers age 55 and older who have access
to and participate in a retirement plan at a current
job, by race and ethnicity, 2019

Access rate

Participation rate

Access rate

Participation rate

Hispanic

Access rate

Participation rate

Notes: Retirement plans include traditional defined benefit pension plans and retirement
savings accounts such as 401(k)s. Hispanic refers to Hispanic of any race, while white and
Black refer to non-Hispanic whites and non-Hispanic Blacks.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Survey of Consumer Finances 2019 microdata (Federal Reserve 2022a).

Older Black workers (age 55 and older) are slightly more likely to have access
to a retirement plan than older white workers, though their participation rate is
lower. Older Hispanic workers are much less likely than either Black or white
workers to have access to or participate in retirement plans. Separate analysis
of Survey of Consumer Finances and Current Population Survey data reveals
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some factors at play behind the differing access rates. Older Black workers are
more likely to work full-time, more likely to work in the public sector, and less
likely to be self-employed than older white workers, all factors associated with
greater access to retirement benefits (authors’ analysis of Federal Reserve
2022a; Flood et al. 2021). On the other hand, older Hispanic workers are much
less likely than Black or white workers to have jobs in the public sector.

The lower participation rates for Black and Hispanic workers are due in part to
industry characteristics. Black and Hispanic workers are much more likely to
work in such sectors as the Accommodation and Food Services sector, where
pay is low and benefits are meager (Rhee 2021a, 2021b). A 2022 survey
ranked this sector last in the quality of 401(k) plans offered (Godbout 2022).
Low-income workers, including many Black and Hispanic workers, also receive
little or no tax benefit from participating in a plan because they owe payroll and
other taxes but not income tax. Low pay, low employer matches, and low or no
tax benefits discourage participation in defined contribution plans that require
workers to contribute to the plan and assess a penalty if workers need to ac-
cess funds before age 59'-.
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High-earning older workers are three
times as likely as low-earning older
workers to have access to a retirement

plan

Share of older workers who have access to and
participate in a retirement plan at a current job, by
earnings group and age, 2019

Top fifth

2nd from top

Middle fifth

2nd from bottom

Bottom fifth

Top fifth

2nd from top

Middle fifth

2nd from bottom

Bottom fifth

Ages 55-64

82.3%

I 79.5%

80.6%

. 73.4%

75%

I 3 4%
56.7%
I /1%

276%

B s s

Age 65+

68.1%

I, 7.6%

62.2%

I 52 3%

56.4%

I 7.8%
53.6%

N 7o
226%
N

Accessrate M Participation rate

Notes: Retirement plans include traditional defined benefit pension plans and retirement
savings accounts such as 401(k)s.
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Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Survey of Consumer Finances 2019 microdata (Federal Reserve 2022a).

High earners are much more likely than low earners to have access to and par-
ticipate in retirement plans. Among workers approaching retirement age (ages
55-64), those in the top earnings fifth are three times as likely to have access
and more than four times as likely to participate as those in the bottom earn-
ings fifth.

Workers ages 55 to 64 are more likely to have access and participate than
workers age 65 and older. The gap is due in part to the fact that workers age
65 and older are more likely to be working part-time. Among workers age 65
and older, those in the top earnings fifth are three times as likely to have ac-

cess and more than six times as likely to participate as those in the bottom fifth.
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While traditional pension coverage of
older Black workers outstrips that of
other older workers, retirement
coverage for Hispanics lags

Share of older workers who participate in a
retirement plan at a current job, by race/ethnicity
and plan type, 2019

Any plan

Traditional pensions and
other defined benefit
401(k)s and other defined
contribution

Any plan

Traditional pensions and
other defined benefit
401(k)s and other defined
contribution

Hispanic

Any plan

Traditional pensions and
other defined benefit
401(k)s and other defined
contribution

Notes: Defined benefit pension plans include traditional pension plans as well as other
retirement plans in which employers are responsible for funding promised benefits. Retirement
savings accounts such as 401(k)s are referred to as defined contribution plans because
employer contributions (if the employer contributes at all), rather than retirement benefits, are
determined in advance. Hispanic refers to Hispanic of any race, while white and Black refer to
non-Hispanic whites and non-Hispanic Blacks.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
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(SCEPA) analysis of Survey of Consumer Finances 2019 microdata (Federal Reserve 2022a).

Among workers age 55 and older, Hispanic workers are less likely to partici-
pate in retirement plans than white and Black workers. Black workers in the 55
and older age group are more likely than white workers to participate in tradi-
tional pension plans and other defined benefit plans and less likely to partici-
pate in 401(k)-style defined contribution plans. Although not shown in the chart,
Black workers are more likely than white or Hispanic workers to be employed
in the public sector, where traditional pensions are the norm (BLS 2019). Pen-
sions are especially important to Black workers because discriminatory policies
and practices have historically relegated these workers to jobs lacking secure
benefits, have prevented Black families from accumulating home equity, and
have generally hindered Black Americans from achieving financial security and
transferring wealth to younger generations (Rothstein 2017).
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Most older households have little or
nothing saved in retirement accounts

Median and mean retirement account savings, by

age, 2019

M Median
25-54 I$3’OOO Mean
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$222,000
65+ | $0
$176,000

Notes: Retirement account savings include funds in 401(k)-style defined contribution plans and
in IRAs but not in defined benefit pension plans.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Survey of Consumer Finances 2019 microdata (Federal Reserve 2022a).

As shown in the chart, the typical (median, or 50th percentile) household age
55-64 has only $10,000 saved in a retirement account, with nearly half (44.5%)
of households in this age group having nothing saved in these accounts (see
Chart 2I). The mean amount saved by households in this age group ($222,000)
is much higher than the median as a few households with large savings push
up the average.

Households age 65 and older are even less likely to have retirement savings
than those ages 55-64, with over half (56.3%) having none (Chart 2I). The me-
dian account balance for households age 65 and older is therefore $0, while
the mean is $176,000. Smaller balances for the older age group reflect the fact
that they were more likely than households in the 55-64 age group to have
been covered by traditional pensions during their working lives, and that some
older retirees who did have retirement accounts have drawn down their sav-
ings.
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Many older households have no savings in
retirement accounts, and the 115ypical
household with savings has relatively little
saved

Share of households with retirement account savings, by age,
2019

Ages 25-54 55.1% have savi 44.9% do not

Ages 55-64

Age 65+

Median account balance of households with retirement
savings, by age, 2019

Ages 25-54

Ages 55-64 $134,000

Age 65+ $125,000

Notes: Retirement account savings include funds in 401(k)-style defined contribution plans and
in IRAs but not in defined benefit pension plans.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Survey of Consumer Finances 2019 microdata (Federal Reserve 2022a).

Just over half (54.5%) of households approaching retirement age (ages 55—-64)
have savings in a 401(k)-type account or an IRA. That is about the same share
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(55.1%) as prime-age households (ages 25-54). Households age 65 and older
are less likely to have retirement account savings. But, though not shown in the
chart, households age 65 and older are more likely than their counterparts ap-
proaching retirement age (ages 55—-64) to have traditional pensions or other
defined benefit plans from a current or past job. Half (49.7%) of households age
65 and older have defined benefit plans, versus 32.9% of households ages
55-64 (authors’ analysis of Federal Reserve 2022a, not shown in chart).

Among households with retirement account savings, account balances are
higher for both groups of older households than for prime-age households, as
would be expected. However, the median retirement account balance for
households ages 55-64 is $134,000, only somewhat higher than their median
income of $97,739. (Incomes, not shown in the chart, also come from the Sur-
vey of Consumer Finances data.) These figures suggest that even among the
relatively privileged households with retirement account savings, account bal-
ances are only a fraction of what they would need to supplement Social Securi-
ty income in retirement. Unless these households also have defined benefit
pensions or other sources of income or wealth, many are likely to experience a
sharp drop in their standard of living in retirement.

There is no consensus among experts about how much money people need to
save in retirement accounts. Needed savings depends, among other things, on
what other resources they have, such as Social Security income, home equity,
or a traditional pension. However, few experts would suggest that a typical
household will be able to maintain its standard of living in retirement with only
one to two years’ worth of income saved in a retirement account, unless a
household member has a traditional pension in addition to Social Security in-
come.
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Only college-educated older workers have
significant retirement savings

Share of older households with retirement account savings,
by educational attainment and age, 2019

Ages 55-64

No college degree

43.9% have savi 56.1% do not

Bachelor’s degree or
more

No college degree

Bachelor’s degree or
more

Median account balance of older households with retirement
account savings, by educational attainment and age, 2019

Ages 55-64

No college degree $74,000

Bachelor’s degree or
more

$295,000

No college degree $70,000

Bachelor’s degree or
more

$200,000

Notes: Retirement account savings include funds in 401(k)-style defined contribution plans and
in IRAs, but not in defined benefit pension plans.
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Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Survey of Consumer Finances 2019 microdata (Federal Reserve 2022a).

Among older households, only households with a bachelor’s degree or more
education are more likely than not to have retirement account savings. And on-
ly these households have a substantial dollar amount of savings in these ac-
counts. These college-educated households are in the minority—constituting
33.4% of households in the 55-64 age group and 36.9% of households in the
65 and older group, according to the 2019 Survey of Consumer Finances mi-
crodata (authors’ analysis of Federal Reserve 2022a, not shown in chart).

The low shares of non-college-educated households with retirement account
savings and the low balances in those accounts suggest deep inequities in re-
tirement preparedness. Roughly eight in 10 non-college-educated households
approaching or entering retirement between ages 55 and 64 either have noth-
ing (56.1%) or less than $74,000 (22.0%) saved in these accounts.
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Older couples are more likely to have
retirement account savings than older single
people, especially older single women

Share of older households with retirement account savings,
by gender/marital or domestic partnership status and age,
2019

Ages 55-64

Couples 64.4% have savi 35.6% do not
Single men

Single women

Couples

Single men

Single women
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Median account balances of older households with
retirement account savings, by gender/marital or domestic
partnership status and age, 2019

Ages 55-64

Couples $197,000
Single men
Single women
Couples $174.000
Single men $172,000

Single women

Notes: Retirement account savings include funds in 401(k)-style defined contribution plans and
in IRAs, but not in defined benefit pension plans.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Survey of Consumer Finances 2019 microdata (Federal Reserve 2022a).

While older single women are more likely than older single men to have sav-
ings in a 401(k)-type account or an IRA, couples are more likely than either to
have retirement account savings. Older couples and older single men with re-
tirement accounts have more savings than older single women with retirement
accounts.

Even among couples approaching retirement (ages 55-64), who are the most
likely among all older age groups to have retirement accounts, the median ac-
count balance is only one and a half times their median income of $133,373. (In-
come data, not shown in the chart, also come from the Survey of Consumer Fi-
nances.) There is no consensus among experts about how much money peo-
ple need to save in retirement accounts, which depends, among other things,
on what other resources they have. However, few experts would suggest that a
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typical household will be able to maintain its standard of living in retirement
with only one to two years’ worth of income saved in a retirement account un-
less a household member has a traditional pension in addition to Social Securi-
ty income.
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Older Black and Hispanic households have
much lower retirement account savings

Share of older households with retirement account savings,

by race/ethnicity and age, 2019

Ages 55-64

White

Black

Hispanic

White

Black

Hispanic

38.2% do not
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Median account balance of older households with retirement
account savings, by race/ethnicity and age, 2019

Ages 55-64

White $156,000

Black

Hispanic $105,000

White $150,000

Black $38,600

Hispanic $41 000

Notes: Retirement account savings include funds in 401(k)-style defined contribution plans and
in IRAs, but not in defined benefit pension plans. Hispanic refers to Hispanic of any race, while
white and Black refer to non-Hispanic whites and non-Hispanic Blacks.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Survey of Consumer Finances 2019 microdata (Federal Reserve 2022a).

Older Black and Hispanic households are far less likely than older white house-
holds to have savings in a 401(k)-type account or an IRA. Only 15.0% of Hispan-
ic households and 20.8% of Black households in the age 65 and older group
have retirement account savings. Even among retirement savers in this age
group, the typical (i.e., median or 50th percentile) account balance is much low-
er for Black households ($38,600) and Hispanic households ($41,000) than for
white households ($150,000).

Among households in the 55-64 age group with retirement account savings,
the typical account balance for Hispanic households ($105,000) is higher than
the typical balance for Black households ($62,000). But a lower share of His-
panic households have retirement savings in the first place. As with the 65 and
older age group, white households in the 55-64 age group are much more
likely to have retirement account savings (61.8%) than either Black households
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(35.5%) or Hispanic households (29.5%). And white households with retirement
account savings also have the highest median account balances ($156,000).
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Chapter 3. Risk

By Monique Morrissey, Siavash Radpour, and Barbara Schuster « November 16, 2022

What economic risks do older Americans face?

Americans face increasing economic risks as they age, including risks associated with poor health, job loss,
and financial market downturns. Aging increases the risk of developing health conditions that are
expensive to treat, affect a person’s ability to earn a living, or result in the need for assistance with daily
activities (Tavares et al. 2022). Older workers are more likely than younger workers to assume caregiving
responsibilities for aging family members that interfere with work. And older workers who lose their jobs
are at greater risk of significant earnings losses than younger workers because they are likely to be
unemployed longer, to accept a job with lower pay, or to take unplanned early retirement. The COVID-19
pandemic and the ensuing recession exacerbated many of these risks, though economic impact payments,
expanded unemployment insurance benefits, and other temporary measures enacted by Congress helped
cushion the financial blow.

Older households, especially those relying on 401(k) plans to fund retirement, are also exposed to risks
associated with asset price volatility. Though older households may experience smaller percentage
declines in net worth than younger households when stock and housing markets collapse, their losses are
larger in dollar terms and have more of an impact on their future standard of living, which depends more on
accrued assets and less on earnings than that of younger households (authors’ analysis of Federal Reserve
2022a, 2022b).

Social insurance programs help shield older workers and retirees from economic risks associated with
aging. Social Security provides inflation-adjusted lifetime benefits to retired and disabled workers, spouses,
and survivors. Supplemental Security Income (SSI) and other means-tested programs help support low-
income disabled and elderly Americans. Medicare provides health insurance to most Americans at age 65
and to some disabled workers, while Medicaid provides health insurance to many lower-income Americans
and covers the cost of long-term care for those who have exhausted other resources. Workers’
compensation pays for medical care and provides cash benefits for workers who are injured on the job or
contract work-related illnesses, and unemployment insurance replaces a share of lost earnings for workers
who are laid off. (This is not an exhaustive list.)


https://www.epi.org/259277/pre/568b48017048bbcce0de5319a2905d16c23331bb0fd7d8dd2747cd70ff450b79
https://www.epi.org/people/monique-morrissey/
https://www.epi.org/people/siavash_radpour/
https://www.epi.org/people/barbara-schuster/

These programs offer critical protections, but they need to be strengthened. They can be
difficult to access and often provide less generous benefits or less comprehensive
coverage than programs in peer countries, mainly because the United States has
historically relied on employers to offer retirement, disability, health, and other critical
benefits (NASI, forthcoming; Hacker 2002, 2006; OECD 2020). Relying on employers to
provide essential benefits leaves many workers uncovered and can cause employers to
avoid hiring those who would be more expensive to insure.

The limitations of social insurance programs are the outcome of an age-old political tug-of-
war over the proper role of government in the United States, not necessarily of problems
inherent to social insurance (Hacker 2002, 2006). As demonstrated in countries with
stronger social protections, government-provided or government-mandated social
insurance has many potential advantages over voluntary private insurance, though
whether these advantages are realized depends on public support and the government’s
administrative capabilities.

An obvious advantage of social insurance programs is that overhead costs and risks can
be spread over larger groups and, in many cases, over citizens’ lifetimes and across
generations. Universal coverage also avoids the problem of adverse selection—the fact
that people at higher risk are more likely to buy insurance. Adverse selection drives up
costs and can make insuring against some risks, such as the need for long-term-care,
unaffordable to most people (Sammon 2020).

Other potential advantages of government-sponsored social insurance programs may be
less well known. Access to social insurance can encourage people to adopt behaviors that
have broader societal benefits, such as getting vaccinated, or to take entrepreneurial risks
in starting a business, knowing there is a safety net for them and their families (Frick 2015).
Many forms of social insurance, including Social Security and unemployment insurance,
help stabilize the economy by expanding government spending during recessions and
contracting spending during recoveries (Ghilarducci, Saad-Lessler and Fisher 2011; Dolls,
Fuest, and Peichl 2010). Government programs are also better equipped to withstand
systemic risks such as demographic changes, financial crises, or pandemics, which can
drive private companies into bankruptcy.

Social insurance programs can ease portability, lower administrative costs, and reduce the
time users spend navigating the system. For example, health care users in Canada and
other countries with single-payer systems have less paperwork to contend with than their
U.S. counterparts, who need to be vigilant about whether providers, procedures, and
prescriptions are covered by their insurance and often need to challenge denied claims.
Similarly, U.S. health care providers must hire staff to negotiate with and bill multiple
insurers (Santhanam 2020; Frakt 2019). The Congressional Budget Office has estimated
that a single-payer system could save over half a trillion dollars in administrative costs
annually, or 1.8% of GDP (Nelson 2022). In addition to being more efficient, social
insurance takes the profit motive out of coverage and claims decisions and permits a more
egalitarian allocation of health care resources than when they are apportioned based on
ability to pay.
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While Medicare and Medicaid offer some of the efficiency advantages of single-payer
programs (CBO 2022a), these programs are not available to everyone. Among social
insurance programs, universal or quasi-universal programs such as Medicare reduce
administrative costs and barriers to access compared with means-tested programs such as
Medicaid. However, determining eligibility is an inherent function of disability, workers’
compensation, and some other social insurance programs.

No one disputes that consumer interest and competition have led to higher quality and
lower prices for many goods and services, from smartphones to streaming media. But in
sectors where knowledge and trust loom large and market power is concentrated, such as
health care, consumer involvement has proven relatively ineffective at lowering costs,
improving quality, or spurring technological advances compared with government action
(CBO 2022b; Cleary, Jackson, and Ledley 2020). In such sectors, the size and expertise of
government agencies can be leveraged to negotiate better-quality and cheaper products
and services than what inexpert and dispersed individual consumers can negotiate. Thus,
for example, few dispute that the Thrift Savings Plan, a retirement plan for federal
employees, offers more cost-effective and appropriate investment options than what most
retirement savers have in their 401(k) accounts, which is why it has become a model for
bipartisan reform proposals (Lunney 2016; Ghilarducci and Hassett 2021).

Single-payer health care and other features of a Canadian- or European-style social
insurance system may not be politically realistic in the United States in the near future, but
there should be room to expand efficient programs that already have strong support
among voters. Of course, all this depends on effective governance. The potential
advantages of social insurance may not materialize if government actors are overly
bureaucratic, corrupt, or pay too much or too little attention to costs.

What do the charts tell us?

The American patchwork system of private insurance and social insurance leaves many
without coverage and results in an inequitable distribution of care and costs. Our research
finds that one in 10 older households pays $13,800 or more in annual out-of-pocket
medical expenses (Chart 3A). Nearly three in 10 seniors age 65 or older who live in
poverty would not be poor absent medical expenses (Chart 3B). Black and Hispanic
households—already at greater risk of poverty in old age—are more likely than white
households to fall into poverty because of medical expenses (Chart 3C).

Older Americans needing long-term care at home or in institutional settings bear some of
the highest costs. Most who need long-term services and supports for two or more years
end up on the means-tested Medicaid program after exhausting most of their savings
(Chart 3D). Though the lowest-income seniors are at greatest risk of needing long-term
care, risks are elevated across the income spectrum because higher-income Americans,
who tend to be healthier at younger ages, also tend to live longer and to develop
cognitive impairments and other conditions associated with advanced old age (Chart 3E).

While most American households strengthened their ability to weather financial shocks in
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the recovery that followed the Great Recession of 2008-2009 (Federal Reserve 2022c),
older lower-income, Black, and Hispanic households saw an increase in financial fragility
(Charts 3F and 3G). One factor contributing to the financial fragility of these older
households was an increase in education debt (Chart 3H).

Thus, older households were ill-prepared for the pandemic recession in 2020, in
which—unusually—older workers were more likely to lose their jobs (Chart 3I). These job
losses persisted longer than job losses for younger workers and employment at older
ages remains depressed, especially among those age 65 and older and non-college-
educated workers (Charts 3J and 3K).

What can we do to better insure older
Americans against financial risks?

As discussed earlier, Social Security retirement benefits replace a shrinking share of
earnings even as fewer workers are covered by secure pensions. Expanding Social
Security benefits is the most important action we can take to boost retirement security
while strengthening older workers’ bargaining power and reducing their reliance on
earnings from low-paid jobs.

Other top priorities are expanding benefits for low-income older adults and making it
quicker and easier for workers with disabilities to access benefits. Many low-income
disabled and elderly adults are unable to meet SSI’s stringent and outdated eligibility
requirements, yet SSI benefits are so meager that half of beneficiaries live in poverty
(Nufiez 2022; CBPP 2022b). Eligibility rules should be changed and benefits increased as
proposed in the Supplemental Security Income (SSI) Restoration Act (Romig 2021).

Disabled workers applying for Social Security Disability Insurance (SSDI) benefits must
demonstrate that they have severe impairments that preclude them from engaging in
“substantial gainful activity” anywhere in the country—generally, the ability to earn $1,350
per month in 2022—regardless of whether such work is realistically available to them. The
time-consuming and complicated process of accessing benefits discourages many from
applying, a problem that disproportionately affects less-educated workers and has gotten
worse with budget cuts, especially during the pandemic (CBPP 2021; Deshpande and Li
2019; Weaver 2021; Romig 2022b). Delays caused by a lengthy application process and
administrative backlogs are compounded by a five-month waiting period for SSDI benefits
to start and an additional two-year waiting period after applicants begin receiving SSDI
benefits for Medicare coverage. Many applicants in poor health get sicker without health
coverage and do not live long enough to receive benefits (Nin 2015). The Social Security
Administration should receive more administrative funding, and Congress should take
steps to ensure timely and equitable access to benefits, including eliminating unnecessary
waiting periods (Romig 2021; Gronniger 2022; Lilly 2022; Vallas 2022).

Medicare and Medicaid provide affordable health care coverage for many older workers
and retirees. These programs are especially important for older women of color, who
confront multiple and compounding forms of discrimination over their lifetime, with
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devastating impacts on their health and economic security at older ages (NWLC & Justice
in Aging 2021). The Affordable Care Act of 2010 and the Families First Coronavirus
Response Act of 2020 expanded Medicaid eligibility to more low- and moderate-income
Americans, and the Inflation Reduction Act of 2022 took steps to limit drug costs for
Medicare beneficiaries, including by allowing the federal government to negotiate directly
with providers for some drug prices.

We should defend and build on these successes. Some state lawmakers have resisted
Medicaid expansion under the Affordable Care Act, the pandemic health emergency
expansion is set to expire, and some Republicans have vowed to roll back the Inflation
Reduction Act (Cubanski, Neuman, and Freed 2022; Choi 2022; Wagner and Erzouki
2022). The Medicaid coverage gap currently leaves 2.2 million low-income people in 12
states without coverage, and most people are not eligible for Medicare until age 65
(Ammula and Rudowitz 2022). And because Medicare does not limit out-of-pocket
expenses, beneficiaries must purchase supplemental coverage or they might find
themselves having to choose between going into medical debt or forgoing expensive and
needed care (Kaiser Family Foundation 2019; Madden et al. 2021).

Lowering the Medicare eligibility age and closing the Medicaid coverage gap would
expand affordable coverage, increasing health care utilization and reducing health care
costs by offering access to preventative and screening services and reducing the
incidence of conditions caused or worsened by postponing treatment (Garfield, Rae, and
Rudowitz 2021; Kilbourne 2005).

Medicaid is not a substitute for long-term care insurance since it is only available to people
who have drawn down other resources or had low incomes and savings to begin with.
Public long-term care insurance schemes such as Washington state’s new WA Cares Fund
allow costs to be spread across an individual’s working life and pool the risk across
generations (Veghte 2021; LTSS Trust Commission 2022). Reforms should also make it
easier for people to receive home- and community-based services and should provide
more support to family caregivers so that people can stay in their homes as they age or
when they need long-term care for other reasons.

Last, we should address employment risks faced by older workers. Many unemployed
workers are not covered by unemployment insurance or receive inadequate benefits—a
problem due in part to wide variations in eligibility rules and benefits across states (Bivens
et al. 2021). Similarly, cutbacks to workers’ compensation programs in many states have
had severe consequences for many workers who are injured or fall ill on the job (Grabell
2015).
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Older Americans face the risk of high
medical costs—even when covered by
Medicare

Medical expenses by age and expenditure
percentile, 2021

$40,000
$32,800
30,000 22,300
20,000 $18,90 17,600
$13,30$13,800
10,000 $8,2088,800
, 1N
50th 75th 90th 95th 99th

Percentile

Notes: Households are ranked by the amount they spent on health insurance premiums and
out-of-pocket medical expenses in 2021. The 50th percentile, or median, is the amount the
typical household spends (50% spend less and 50% spend more). Medical expenses are based
on estimates used for the Supplemental Poverty Measure (SPM), an alternative poverty
measure published by the Census Bureau since 2010. This measure includes health insurance
premiums, co-pays, prescriptions, medical supplies, and over-the-counter expenditures such as
vitamins and pain relievers (Creamer 2022).

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of IPUMS Current Population Survey microdata (Flood et al. 2021).

Americans of all ages, including older Americans, are underinsured against
medical expenses, including premiums, co-pays, and other out-of-pocket costs.
Most Americans are eligible for Medicare at age 65, leaving only 1.2% in the
65+ age group uninsured in 2021 (Keisler-Starkey and Bunch 2022). But
Medicare coverage is no guarantee against high out-of-pocket costs. A typical
Medicare-eligible senior still spends nearly $5,000 on health care in a year;
10% spend $13,800 or more; and the unluckiest 1% spend $29,800 or more.
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Older Americans ages 55-64 have similarly high out-of-pocket costs. The aver-
age amount this group spends is $6,100, versus $6,600 for Medicare-eligible
seniors (averages not shown in chart). Those with expensive conditions actual-
ly spend more than seniors—$18,900 or more for the unluckiest 10%, versus
$17,600 or more for their 65 and older counterparts.

Older Americans ages 55—64 are healthier on average than those age 65 and
older but are less likely to have government-provided health insurance. Most
do not qualify for Medicare, and while the expansion of Medicaid eligibility un-
der the Affordable Care Act reduced uninsured rates among lower-income old-
er Americans, 9.4% of Americans ages 55—64 remained uninsured in 2021
(Katch, Wagner, and Aron-Dine 2018; Keisler-Starkey and Bunch 2022; authors’
analysis of IPUMS Current Population Survey microdata [Flood et al. 2021]).
Though most out-of-pocket costs are capped for those with insurance (Rae,
Amin, and Cox 2022), some still face high costs.
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Among seniors in poverty, nearly 3in 10
have been driven into poverty by medical
expenses

Poverty rates by age, with and without medical
expenses, 2021

Ages 25-54 6.6% 1715 7.8% (Total poverty rate)
Ages 55-64 8.8%
Age 65+

9.5%

Poverty with or without medical expenses
Poverty only with medical expenses

Notes: “Poverty only with medical expenses” is the share whose medical expenses push them
into poverty (who would not otherwise be in poverty). “Poverty with or without medical
expenses” is the share who are in poverty even without their medical expenses. Medical
expenses are based on estimates of health insurance premiums and out-of-pocket health costs
used to estimate the Supplemental Poverty Measure (SPM). The SPM is an alternative poverty
measure published by the U.S. Census Bureau since 2010.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of IPUMS Current Population Survey data (Flood et al. 2021).

Higher medical expenses explain much of the higher poverty experienced by
older Americans, based on the Census Bureau’s Supplemental Poverty Mea-
sure (see chart note). About 2% of Americans ages 55—64 fall into poverty after
paying their health insurance premiums and other out-of-pocket medical ex-
penses. The effects of health expenses are more severe for older Americans,
as many retirees live on near-poverty incomes. Nearly three in 10 poor seniors
age 65 and older are poor because of medical expenses.
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Despite near-universal Medicare coverage, medical expenses have a big im-
pact on senior poverty because aging is associated with an increase in condi-
tions requiring medical attention and Medicare does not cap out-of-pocket ex-
penses. Younger Americans ages 25-54 are less likely to experience poverty
as a result of medical expenses as they are more likely to be healthy, to have
sufficient income to keep them out of poverty, or to postpone costly health
care which, while reducing expenses temporarily, can impact their health and
financial status at older ages (Montero et al. 2022).
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Medical expenses drive many Black and
Hispanic seniors into poverty

Poverty rates by age, race, and ethnicity, with and
without medical expenses, 2021

Ages 55-64
White 71% (Total poverty rate)
Black 3%
Hispanic 11.3% [ 2.4% RRESA
Age 65+
White 5% | 2.4% WSS
Black 121% 3.2% RIXA
Hispanic 17.4%

Poverty with or without medical expenses
Poverty only with medical expenses

Notes: “Poverty only with medical expenses” is the share whose medical expenses push them
into poverty (who would not otherwise be in poverty). “Poverty with or without medical
expenses” is the share who are in poverty regardless of their medical expenses. Medical
expenses are based on estimates of health insurance premiums and out-of-pocket health costs
used to estimate the Supplemental Poverty Measure (SPM). The SPM is an alternative poverty
measure published by the U.S. Census Bureau since 2010.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of IPUMS Current Population Survey data (Flood et al. 2021).

Medical expenses contribute to very high poverty rates experienced by older
Black and Hispanic Americans, based on the U.S. Census Bureau’s Supplemen-
tal Poverty Measure (see chart note). Black and Hispanic seniors age 65 and
older are more than twice as likely to live in poverty as white seniors due to a
combination of lower incomes and high medical expenses.

Among those ages 55-64, medical expenses have a larger impact on poverty
for Hispanic Americans than for white or Black Americans because Hispanic
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Americans are more likely to be uninsured (Keisler-Starkey and Bunch 2022).
Black Americans are more likely to have near-poverty incomes than white
Americans, but higher Medicaid eligibility limits the impact of health expenses
on the share of Black Americans living in poverty because Medicaid caps out-
of-pocket costs (Guth, Ammula, and Hinton 2021).

Black and Hispanic Americans are more likely than white Americans to qualify
for social insurance in the form of Medicare eligibility before age 65 (due to a
long-term disability) and dual eligibility for Medicare and Medicaid (which cov-
ers some costs not covered by Medicare) (Ochieng et al. 2021). This helps to
offset some—but not all—of the higher costs associated with poorer health.
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Medicaid enrollment after age 65 is
driven by long-term care needs

Percentage of adults who enroll in Medicaid after
age 65, by number of years they receive long-term
services and supports (LTSS)
All
No LTSS
Less than 2 years of LTSS

2-4 years of LTSS

5 or more years of LTSS

Notes: Simulated results for adults born between 1941 and 1975. Long-term services and
supports (LTSS), also referred to as long-term care, are health and social services for seniors
and others whose age or health conditions limit their ability to care for themselves. LTSS
include services provided in people’s homes, in community-based settings, and in nursing
facilities. Estimates do not include unpaid care provided by family members and other
caregivers.

Source: Johnson and Favreault (2020), Table 8.

Medicaid pays for nursing home care and other long-term services and sup-
ports (LTSS) for seniors with limited resources, including those who have drawn
down their savings to pay for such care. High rates of Medicaid coverage
therefore serve as a measure of the financial risks associated with the need for
LTSS.

LTSS expenses are generally not covered by Medicare (Medicare.gov 2022).
Private long-term care insurance, meanwhile, is often inaccessible and expen-
sive while offering limited protection (Sammon 2020). Even among the small
number of seniors with private insurance, about a quarter will let their policies
lapse, often due to cognitive impairments that make them more likely to need
the long-term care that the insurance would have paid for (Friedberg et al.
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2017).

While only 11% of seniors without long-term care needs enroll in Medicaid after
age 65, most seniors who require long-term care for two or more years end up
in the means-tested program. An estimated 59% of seniors requiring two to
four years of LTSS, and 82% of those requiring five or more years of LTSS, will
end up on Medicaid. Nursing home care is particularly expensive, with 77% of
seniors who require nursing home care for two or more years enrolling in Med-
icaid (Johnson and Favreault 2020; not shown in chart).
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Low-income seniors are most likely to
need long-term care, but all seniors are
at risk

Share of adults receiving two or more years of
long-term services and supports after age 65, by
lifetime earnings quintile

Top 20%
Fourth 20%

Middle 20%

Second 20%

Lifetime earnings quintile

Bottom 20%

All age 65+

Notes: Long-term services and supports (LTSS), also referred to as long-term care, are health
and social services for seniors and others whose age or health conditions limit their ability to
care for themselves. LTSS include services provided in people’s homes, in community-based
settings, and in nursing facilities. Estimates do not include unpaid care provided by family
members and other caregivers.

Source: Johnson and Favreault (2020), Table 5.

Low earners face a greater risk than higher earners of requiring long-term care
due to well-documented disparities in health and disability by socioeconomic
status (Isaacs et al. 2021). Among seniors age 65 and older in the lowest life-
time earnings fifth, more than 3 in 10 (31%) will require two or more years of
long-term services and supports (LTSS). Among seniors in the four higher earn-
ings quintiles, roughly two in 10 will need two-plus years of LTSS.

Note that there is little difference in risk of needing LTSS among the latter four
groups. This is likely because higher earners are more likely to live long
enough to develop health conditions associated with advanced old age, offset-
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ting their other health advantages relative to lower earners (Johnson 2019). Un-
like individuals in the top four lifetime earnings groups, however, the adverse
health effects of living in or near poverty for the bottom fifth of lifetime earners
are not offset by their shorter lifespans and they face a higher risk of LTSS
needs.

Though low earners are most affected, all seniors face a significant risk of
needing to pay for LTSS for two or more years, with a concomitant increased
likelihood of needing Medicaid to help with costs (see Chart 3D). Seniors 65
and older who need expensive nursing home care are at especially high risk of
exhausting their resources. Even among those in the top earnings quintile, 43%
of those who need nursing home care for two or more years end up on Medic-
aid (Johnson 2019; not shown in chart).
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Low-income older households had little
capacity to cope with financial shocks
even before the COVID-19 pandemic and
recession

Share of working households ages 55-64 that are
financially fragile, by income group, 1992-2018

60%
? 54.2%
40 350%
96%
20.5%
20
13.8% 15.6%
0

T T T T T
1995 2000 2005 2010 2015
== Bottom 50% == 50th—90th percentile Top 10%

Notes: A household is deemed financially fragile if it exceeds at least one of four thresholds: a
home mortgage loan-to-value ratio above 80%; a ratio of nonhousing debt to liquid assets
above 50%; less than three months’ worth of income in liquid assets; or rent exceeding 30% of
income. Sample includes households with at least one working member and one member age
55-64. For married and partnered households, income percentiles are determined based on
total household income divided by 1.7 to account for the fact that living expenses for couples
are higher than—but less than double—the expenses of single householders.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Health and Retirement Study (HRS) microdata (RAND and University of
Michigan 1992-2018).

Many older working American households were struggling financially before
COVID hit. These households therefore had less of a financial cushion to pro-
tect them from the economic fallout of the pandemic.

Over half (54%) of lower-income (bottom 50%) households ages 55-64 were fi-
nancially fragile before the COVID-19 pandemic, based on their debt burdens,
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housing costs, and the savings they had available to access in an emergency.
This is an increase in financial fragility from a third (35%) of such households in
1992.

In the wake of the Great Recession, rising mortgage debt, credit card balances,
auto loans, and student debt hurt older households’ finances (GAO 2021; Butri-
ca and Mudrazija 2020). As seen in the chart, older households across the in-
come distribution experienced growing financial fragility between 2008 and
2012.

Wealthier older households—those in the top 10% of the income distribu-
tion—have roughly recovered to their 2008 levels. Households in the
50th—90th percentiles have also recovered to their 2008 levels but still face
much higher rates of financial fragility than those in the top 10%; they are also
much more financially fragile than their counterparts were in 1992. Households
in the bottom half of the income distribution did not recover well from the Great
Recession, and by 2018 they had reached historically high rates of financial
fragility.

Other studies have found similar trends. A recent study by the Government Ac-
countability Office (GAO) found that older households are more likely to be in-
debted than they were three decades ago, and a typical older household age
50 or older held roughly three times as much debt in 2016 as it did in 1989, ad-
justed for inflation (GAO 2021, not shown in chart). Butrica and Mudrazija
(2020) found a significant increase in debt and falling credit scores, signs of
deteriorating financial stability, among households age 70 and older, mostly
due to increases in mortgage debt.

Rising debt levels are not necessarily cause for concern if they reflect rising
homeownership or access to higher education among older households. How-
ever, a closer look at trends in indebtedness—such as rising home mortgage
loan-to-value ratios among older homeowners—cautions against such a rosy
view.

Economic Policy Institute and Schwartz Center for Economic Policy Analysis

86



Older Black and Hispanic working
households were stretched thin before
the COVID-19 pandemic and recession
hit

Share of working households ages 55-64 that are
financially fragile, by race and ethnicity, 1992-2018

60% 57.0%
50,7%

43.3%

40 43.0%
33.4%

22.9%

20
0 T T T T T
1995 2000 2005 2010 2015
== Black == Hispanic White

Notes: A household is deemed financially fragile if it exceeds at least one of four thresholds: a
home mortgage loan-to-value ratio above 80%; a ratio of nonhousing debt to liquid assets
above 50%; less than three months’ worth of income in liquid assets; or rent exceeding 30% of
income. Sample includes households with at least one working member and one member age
55-64. For married and partnered households, income percentiles are determined based on
total household income divided by 1.7 to account for the fact that living expenses for couples
are higher than—but less than double—the expenses of single householders.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Health and Retirement Study (HRS) microdata (RAND and University of
Michigan 1992-2018).

Among working households ages 55-64, over half of Black (57.0%) and His-
panic (50.7%) households were financially fragile before the COVID-19 pandem-
ic, based on their debt burdens, housing costs, and savings they could access
in an emergency. In contrast, only a third (33.4%) of older white households
were stretched too thin to weather a financial shock.
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These findings are in line with previous research showing that debt burdens

have risen more for Black and Hispanic households than for white households.

Between 1989 and 2016, the debt-to-asset ratio of the typical household age
50 or older increased from 8% to 17% for white households, from 16% to 35%
for Black households, and from 17% to 37% for Hispanic households (GAO
2021).

Economic Policy Institute and Schwartz Center for Economic Policy Analysis

88



Older Black households are much more
likely than white or Hispanic households
to have education debt

Percentage of households ages 55-64 with
education loan debt, by race and ethnicity, 1992 and
2019

1992

2019

M white M Black Hispanic

Note: In the Survey of Consumer Finances, age and other household characteristics are based
on the reference person, defined as the individual for a single householder, the male in a
mixed-sex couple, and the older person in a same-sex couple.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Survey of Consumer Finances microdata (Federal Reserve 2022a).

Student loan debt is the fastest-growing type of debt among older American
households. More than four times as many households ages 55-64 had stu-
dent loan debt in 2019 compared with 30 years ago (12.2% in 2019 vs. 2.9% in
1992; not shown in the chart). At the same time, their debt burden has in-
creased: The median education debt-to-earnings ratio (total student loan debt
to annual earnings) almost doubled, from 15.8% in 1992 to 28.4% in 2019
(Schuster 2021).
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Ballooning student loan debt among households ages 55-64 is only partly ex-
plained by an increase in the share of older Americans with bachelor’s de-
grees, which rose from 17.9% to 32.4% over this period (authors’ analysis of
Current Population Survey microdata [Flood et al. 2021]; not shown in the
chart). Some of the increase in older households’ student debt reflects parents
borrowing to help pay for their children’s educations (Looney and Lee 2018).
College costs have risen rapidly (Jackson and Saenz 2021), while many Ameri-
cans are burdened with student loans despite not obtaining—or their children
not obtaining—degrees (Siegel Bernard 2022).

Black households have seen the fastest increase in student loan debt. As
shown in the chart, the share of Black households ages 55—-64 with student
loan debt grew fivefold between 1992 and 2019, while the share of Black Amer-
icans in this age group with bachelor’s degrees roughly doubled, from 81% to
17.9% (authors’ analysis of Current Population Survey microdata [Flood et al.
2021]; not shown in chart). This suggests that many of these households took
on student loan debt for their children or grandchildren, or that the student
loans are for their own education but college costs rose faster than earnings
and fewer former students were able to pay off their debts before age 55. In ei-
ther case, the higher debt puts additional pressure on these older households’
finances.
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Older workers exill)erienced higher
unemployment than mid-career workers
in the pandemic recession

Percentage-point difference in average
unemployment rate between older workers (age
55+) and mid-career workers (ages 35-54),
1975-2020 recessions

May-Oct 1975

Jul-Dec 1980
Dec 1982-May 1983 17
Jun-Nov 1992
Jun-Nov 2003

Oct 2009-Mar 2010

Apr-Sep 2020

Percentage-point difference

Notes: Chart shows the percentage-point difference (how much higher or lower the average
unemployment rate of older workers age 55+ is relative to that of mid-career workers ages
35-54) over six-month periods beginning in the month of peak unemployment in each
recession.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Current Population Survey microdata (Flood et al. 2021).

The recession triggered by the COVID-19 pandemic was highly unusual in that
older workers suffered greater job losses than mid-career workers. In the six-

month period from April to September 2020, the unemployment rate for work-
ers age 55 and older averaged 9.7% (not shown in the chart), more than a per-
centage point higher (+1.1 ppts) than the 8.6% unemployment rate for workers

ages 35-54. In contrast, from October 2009 to May 2010, the peak unemploy-
ment months of the Great Recession, the unemployment rate of older workers
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averaged 7.0%, 1.2 percentage points lower than the 8.2% unemployment rate
of mid-career workers.

In typical recessions, older workers are less likely to be laid off than mid-career
workers because they usually have more work experience and seniority. These
factors offered less protection during the pandemic, since pandemic job losses
were driven by the mass shutdown of nonessential sectors and a shift in con-
sumer spending from services to goods.
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Pandemic job losses among workers 65
and older were steep and persistent

Percentage changes in employment rates from
pre-pandemic peaks, by age group, February
2020-August 2022

10%
0
-10
-11.8%
-20 -18.6%

Jan 2020 Jul 2020 Jan 2021 Jul 2021 Jan 2022 Jul 2022
== Ages 35-54 == Ages 55-64 Age 65+

Note: Chart shows percentage changes in employment-to-population ratios relative to
February 2020, the peak month of economic activity before the pandemic recession.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Current Population Survey microdata (Flood et al. 2021).

The employment rate of seniors age 65 and older plummeted 18.6% between
February and April 2020, an even steeper drop than that experienced by mid-
career workers ages 35-54 and older workers ages 55—-64, who both experi-
enced 11.8% declines in employment rates.

Employment losses among workers age 65 and older were also more persis-
tent than those of younger workers. The employment rate of mid-career work-
ers had essentially recovered by August 2022; that of older workers ages
55-64 was only slightly below its pre-pandemic level (-1.7%). However, the em-
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ployment rate of seniors remained -5.8% below its pre-pandemic level two and
a half years later.

Some of the employment decline among older workers reflected an increase in
retirements. Older workers in part-time jobs, or in occupations characterized by
high physical proximity to other workers or to customers, were especially likely
to call it quits (Davis 2021). For these workers, COVID disruptions, health and
safety concerns, caregiving responsibilities, rising net worth, or other factors
tipped the balance in favor of retirement. But for the majority of older workers,
leaving the labor force was triggered by job loss (Davis and Radpour 2021).

Most unemployed older workers returned to the workforce, aided by a rapid re-
covery brought about by stimulus checks, expanded unemployment insurance,
and other timely countercyclical measures enacted by Congress (CBPP 2022).
Though the pandemic recession had an unusually severe impact on older
workers, these workers would likely have fared much worse in a slower recov-
ery with fewer supports for unemployed workers and their families, especially
since unemployed workers in their 50s and older tend to remain out of work
longer than young or mid-career workers (Johnson and Butrica 2012; Johnson
and Gosselin 2018).
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Non-college-educated older workers saw
greater job losses than their
college-educated counterparts during
the pandemic recession

Percentage changes in employment rates by age
and education, February—April 2020

Ages 55-64
No college degree
Bachelor’s degree or
more
Age 65+

No college degree

Bachelor’s degree or
more

Note: Chart shows the percentage change in the employment-to-population ratio from
February 2020, the month before the pandemic recession, to April 2020, the trough of the
recession.

Source: Economic Policy Institute (EPI) and Schwartz Center for Economic Policy Analysis
(SCEPA) analysis of Current Population Survey microdata (Flood et al. 2021).

When the pandemic recession hit in early 2020, older workers without bache-
lor’'s degrees experienced greater job losses than their college-educated coun-
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terparts. The most affected were workers over 65 without college degrees,
one in five (21.0%) of whom found themselves out of work.

While many white-collar workers have been able to work from home during the
pandemic, most non-college-educated workers in service-sector jobs did not
have that option (Gould 2020a). Many of these workers were laid off or fur-
loughed. Those who remained in the workforce were more likely to be ex-
posed to COVID-19 health risks. These risks were particularly acute for older
workers in meatpacking, caregiving, and other low-paid service jobs often
deemed “essential” but not adequately compensated or protected (Hassan
2021; Farmand et al. 2020; Lewis 2021).

Though job losses were highest among workers 65 and older and among older
workers without college degrees, some professional occupations, including
teachers and nurses, have seen waves of early retirements due to deteriorating
working conditions during the pandemic (Barnes 2022; Zhavoronkova et al.
2022).
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