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Executive Summary

Considerable research has focused on the labor force behavior
and economic status of older, working-age men and, increasingly,
women. Given an aging population on the one hand and difficulties
in financing public and private pensions on the other, there is a con-
siderable need to understand trends in outcomes such as employ-
ment, disability, early retirement, and poverty rates among older
adults as they approach and reach retirement age (and, indeed, to
forecast such trends where possible).

It is important to understand factors underlying these trends, and
particulatly the effects of policy changes such as the impending in-
crease in Social Security’s “normal” retirement age. It is also impor-
tant to consider potential policy changes such as proposed changes
to the early retirement age and the age of eligibility for Medicare
benefits, proposals to permit people to “buy in” to Medicare, and
changes in the price, availability and structure of private health insut-
ance and private pensions. Such changes are likely to affect age-
specific rates of labor force participation directly. They may also in-
teract with demographic changes in affecting employment behavior,
such as trends in health status or mortality.

In this Issue in Brief, we highlight some recent trends in the labor
force behavior of older, working-age adults. We then discuss some
of the potential causes of these trends, identify areas where our
understanding is relatively limited, and discuss how new research
might inform the development of public policy towards older adults.

Labor Force Participation

The labor force participation rates of older, working-age men
declined consistently from the 1950s into this decade. However,



data from the Current Population Survey suggest that participation
rates stabilized during the 1990s among men aged 55-64, and have
actually increased slightly in the last several years (e.g., increasing
from 65.5% in 1993 to 68.1% in 2001; Bureau of Labor Statistics,
various years). Participation rates for older, working-age women
have consistently increased over the same period, including during
the 1990s.

An extensive literature has sought to explain declines in labor
force participation among men, focusing on factors such as the in-
centive effects of public and private pensions as well as income
maintenance programs like Social Security Disability Insurance and
trends in labor demand. The recent upswing in male labor force par-
ticipation at older ages may reflect changes in labor supply and/or
demand. The elimination of mandatory retirement changes in the
Social Security Retirement Program and changes in the structure and
coverage of private pensions all probably contributed to the recent
increase in the labor force attachment of older workers. Similarly,
the relatively strong economy over most of the last decade is likely to
have increased the demand for older workers.

At the same time, however, labor force participation rates among
older, working-age people with health problems have been declining
through the 1990s. As a result, the gap in participation between the
disabled and non-disabled is growing. Increases in the availability of
Social Security Disability Insurance (DI) benefits that occurred dut-
ing the late 1980s and 1990s appear to have contributed to these
trends, although some have argued that the Americans for Disability
Act has wotked to discourage employers from hiring disabled work-
ers during the same period.

Health and Disability

Changes in labor force participation rates may also reflect trends
in health status. Recent studies have suggested that functional status
among people beyond retirement age has been improving. Although
little research exists on trends in the health of older, working-age
people, it is possible that their health status has also been improving,
with associated increases in labor supply. For instance, the rate of
DI awards based on limitations due to cardiovascular disease has
fallen substantially over the last two decades. On the other hand,
awards based on mental health limitations, particularly affective dis-
orders, rose dramatically over the same period of time, largely due to
changes in the mental health listings used in the evaluation of DI
applicants. In addition, since disability reflects an interaction be-
tween individuals' physical capacity and the demands of their envi-
ronment, it is possible that rates of disability have changed due to
trends in occupational patterns (e.g., a shift from manufacturing to
service), in employers’ willingness or ability to accommodate work-
ers’ physical limitations, and/or in medical technology that improves
functioning among people with limitations. To date, little research
exists on the possible effects of trends in health status or trends in
the work environment on labor force participation rates.

More generally, although health is clearly an important determi-
nant of labor force behavior, little is currently known about why in-
dividuals respond differently to the onset of a health problem. Dif-
ferences in the labor force behavior of individuals who appeat, to
researchers, to be in comparable health could be due to a number of
factors, including actual, unobserved differences in health; differ-
ences in economic resources; the demands of individuals’ jobs, as
well as the behavior of their employers and coworkers; and differ-
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ences in motivation or taste. The absolute and relative importance
of these factors is not currently well understood.

Our calculations using 1990 Census data indicate that more than
half of men and one-third of women who leave the labor force be-
fore reaching the Social Security early retirement age of 62 report
that health limits their capacity to work. However, given uncertainty
in the measurement of health, it may be of interest to assess what
people mean by this report. It may also be useful to identify the
fraction of those in poor health in their 50s and early 60s who actu-
ally leave the labor force, and what choices people make to facilitate
continued labor force participation. For instance, while 1990 Census
data indicate that the majority of men and women aged 60-61 who
identified themselves as having a health-related work limitation were
in fact not working — but among those not working, only about half
reported receiving Social Security benefits or other public transfer
income. We currently know little about the income sources of the
other half. At the same time, research has suggested that younger
workers who suffer negative health shocks are relatively more likely
than older workers to change employers and to continue to work
after the onset of a health problem, and that younger workers who
leave the labor force ate relatively more likely than older workers to
apply for DI

Among older working-aged people who do leave the labor force,
there is reason to believe that those who report health limitations are
very different from those who do not. For instance, our exploratory
calculations suggest that those who report health limitations tend to
be less well educated and are more likely to be from minority popu-
lations; in addition, a much higher share of their income comes from
public sources, most importantly DI and Supplemental Security In-
come (SSI), and a much smaller share comes from either private

pensions or asset income. Research on the economic status of older
working-aged people in poor health may thus be useful to compare
the income sources and economic well-being of those in different
states of health and to assess the prevalence of older individuals in
poor health who lack the financial resources to retire.

Future Research

There are a number of areas in which new research could inform
the development of public policy towards adults. Based on the is-
sues outlined above, these include:

Conducting additional research into trends over time in labor
force participation among people with health problems, and in the
possible causes for these trends over the last few decades. Overall
trends are of interest, but it would also be valuable for research to
focus on subgroups that have been particularly affected by policy
changes (e.g., those suffering from various chronic health condi-
tions).

Assessing the economic well-being of population groups catego-
rized by labor force behavior, health status and participation in pub-
lic transfer programs. For instance, we can distinguish between
those who continue to work, those who leave the labor force but do
not apply for DI or SSI, those who apply for DI of SSI benefits but
are rejected, and those awarded DI or SSI benefits. What factors
determine the category into which an individual will fall? Are there
identifiable and substantively important differences in their eco-
nomic well-being?

Examining whether changes in DI and SSI have affected the la-
bor force participation rates and economic well-being of the dis-
abled. For instance, did their economic well-being improve during
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the 1970s, when DI and SSI expanded? Did the economic circum-
stances of people with mental illness improve following the changes
in the mental health listings?

Identifying whether there are alternative ways to structure disabil-
ity insurance to correctly target benefits and minimize dead weight
loss. Federal disability programs are targeted primarily towards peo-
ple who are totally disabled. Can this be done accurately? Are there
identifiable subgroups of the population whose health limits or pre-
vents their labor force participation but who cannot qualify for pub-
lic transfer programs? And ate there people who are capable of
some kind of work who qualify for DI?

Identifying policies or programs that might promote continued
labor force participation among older, working-age adults whose
health declines; and considering the economic efficiency of such ef-
forts.

In this context, we also would like to highlight the value to re-
searchers of linking administrative and survey data. For instance,
evidence on many of these issues raised above could come from
sources such as the Current Population Survey merged with DI and
SSI application records. Such merged data have generally not been
available to researchers, although they could prove invaluable for
informing policy development. Cross-national comparisons could
also be of considerable value, with particular focus on countries such
as Sweden and Germany that have aggressively attempted to main-
tain employment levels among the disabled population.
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