
policy points 
JUNE 2005APRIL 2009

The employment rate of Californians age 55 to 64 increased by 8.2 percentage points 
between 1995 and 2008, from 54.8 percent to 63.0 percent.1 In contrast, the share of 
Californians in this age group who were employed rose by just 1.2 percentage points 
between 1979 and 1995. Californians in their late 60s also are more likely to work now 
than in prior decades. The employment rate of Californians age 65 to 69 increased by 9.4 
percentage points between 1995 and 2008, from 20.3 percent to 29.7 percent. Most of 
this increase – 7.4 percentage points – occurred between 2000 and 2008. In contrast, the 
employment rate for Californians in their late 60s declined by 1.7 percentage points between 
1979 and 1989, then increased by a modest 1.3 percentage points between 1989 and 1995. 
                                                                                             

MORE CALIFORNIANS ARE WORKING LATER IN LIFE 

C alifornians are working later in life than they once did. The employment rate for Californians approaching or at the 

traditional retirement age increased considerably between 1995 and 2008, after a decade and a half of little change. 

In fact, the share of Californians age 55 to 69 who were employed continued to rise during the current downturn, reversing 

the pattern of declining employment rates for older Californians during the downturns of the 1980s and 1990s. Increased 

employment levels for Californians in their late 50s and 60s refl ect a number of factors, including improved health and longer 

life expectancy, as well as diminished retirement security. 

The Share of Californians Age 55 to 64 Who Are Employed Has Increased
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 Californians approaching or at 
retirement age are increasingly likely 
to work. 
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Higher rates of employment for women in their late 50s and 60s helped to offset a drop in 
the employment rate of similarly aged men between 1979 and 1995. The share of women 
age 55 to 69 who were employed increased by 5.1 percentage points during this period, 
while that of similarly aged men declined by 7.4 percentage points. Since the mid-1990s, 
employment rates for both men and women at or near retirement age have increased. 
Approximately half of women age 55 to 69 (49.5 percent) were employed in 2008, up by 
12.1 percentage points from 1995, while the employment rate of similarly aged men rose 
by 9.7 percentage points during this period. The rise in the number of employed women in 
this age group during the 2000s is particularly notable. The employment rate for women age 
55 to 69 increased by 8.1 percentage points between 2000 and 2008 – nearly twice the 
increase in employment for similarly aged men (4.4 percentage points). 

The Share of Californians Age 65 to 69 Who Are Employed Has Increased 
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The Employment Rate of Women Age 55 to 69 Has Steadily Increased Since 1979

58.4%

51.8% 51.0%

56.3%

60.7%

34.7%
37.4%

41.4%

49.5%

32.3%

0%

10%

20%

30%

40%

50%

60%

70%

1979 1989 1995 2000 2008

Pe
rc

en
ta

ge
 o

f C
al

ifo
rn

ia
ns

 A
ge

 5
5 

to
 6

9 
W

ho
 A

re
 E

m
pl

oy
ed

Men Women

Source: CBP analysis of US Census Bureau data

 The employment rate of women at 
or near retirement age has steadily 
increased since 1979, while that of 
similarly aged men declined and then 
rebounded.  
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The share of women age 55 to 69 who were employed rose by 3.1 percentage points 
between 2007 and 2008 – more than four times the increase in the share of similarly 
aged men who were employed (0.7 of a percentage point). This difference may refl ect the 
fact that men in this age group disproportionately work in sectors of the economy that 
have experienced sharp declines during the recession, such as construction and fi nancial 
activities.4                                    

 The employment rate of women at 
or near retirement age increased 
considerably more than that of 
similarly aged men during the 
current downturn. 

The share of Californians age 55 to 64 who were employed increased by 0.9 of a percentage 
point between 2007 and 2008, from 62.1 percent to 63.0 percent, while the employment 
rate of Californians age 65 to 69 rose by 4.5 percentage points, from 25.2 percent to 29.7 
percent.2 In contrast, the share of Californians age 25 to 54 who were employed declined 
by 1.2 percentage points between 2007 and 2008. The recent rise in employment levels for 
older Californians departs from the trend in prior decades; employment rates for Californians 
in their late 50s and 60s declined during the economic downturns of the 1980s and 1990s.3 
Increased employment for Californians at or near retirement age could refl ect a number of 
factors, including more Californians delaying retirement, a rising number of retirees re-
entering the workforce, and more workers close to retirement age who are laid off fi nding 
employment elsewhere rather than retiring early. 

 Employment rates for workers at or 
near retirement age have increased 
during the current downturn. 

Improved health, longer life 
expectancy, and a declining share of 
physically demanding jobs enable 
workers to remain in the workforce 
later in life.  

Nationally, the share of people age 55 to 64 who reported fair or poor health declined from 
25.1 percent in 1983 to 18.3 percent in 2006, and life expectancy increased from 73.9 years 
in 1979 to 77.8 years in 2005.5 In addition, the share of jobs that are physically demanding 
has fallen in recent years.6 Each of these trends means that workers are able to work later 
in life. At the same time, living longer has made the prospect of retirement at age 65 less 
fi nancially feasible for many workers since increased longevity requires additional retirement 
savings.7

Employment Rates for Workers Age 55 to 69 Increased, 2007 to 2008

 
Percent of Civilian Noninstitutional 

Population
Percentage Point 

Change

 2007 2008 2007 to 2008

 Age 25 to 54

Employed 77.9% 76.7% -1.2

Not Employed 3.6% 4.9% 1.3

Not in Labor Force 18.5% 18.4% -0.1

 Age 55 to 64

Employed 62.1% 63.0% 0.9

Not Employed 2.5% 2.9% 0.4

Not in Labor Force 35.4% 34.1% -1.3

 Age 65 to 69

Employed 25.2% 29.7% 4.5

Not Employed 1.2% 1.7% 0.5

Not in Labor Force 73.6% 68.6% -5.0

Source: CBP analysis of US Census Bureau data



4

Both fi nancial and non-fi nancial 
factors motivate people at or near 
retirement age to work; however, the 
need for money is most frequently 
cited.                  

Studies show that rising employment levels for people at or approaching the traditional 
retirement age can be partially attributed to changes in the Social Security Program, which 
created a fi nancial incentive to continue working later in life. For example, in 2000, Congress 
repealed a provision that had reduced the amount of Social Security benefi ts people age 
65 to 69 received if they had earnings from work above a certain threshold. Some studies 
suggest that this change increased the employment rate of people in their late 60s.8

Changes in the Social Security 
Program have increased the 
incentive to work later in life. 

Working later in life boosts retirement income. One study found that each additional year of 
employment increases annual retirement income by an average of 9 percent.9 Given this 
fi nding, it is not surprising that fi nancial factors ranked high among the reasons workers at 
or near retirement age remained employed even before the current recession began. For 
example, in a 2006 national survey, 72 percent of workers age 55 to 59, and 60 percent 
of workers age 60 to 65, said that the need for income to live on was one of their primary 
reasons for working; this was the most frequently cited reason for both age groups.10 

Financial motivations to work later in life refl ect Americans’ diminished confi dence in their 
ability to afford retirement. The 2008 Retirement Confi dence Survey found that “Americans’ 
confi dence in their ability to afford a comfortable retirement has dropped to its lowest level 
in seven years.”11 Between 2007 and 2008 alone, the share of US retirees who reported that 
they are “not too” or “not at all” confi dent that they have enough money to live comfortably 
throughout their retirement years increased from 21 percent to 34 percent.12 

While fi nancial factors are the most commonly cited reasons for working later in life, surveys 
fi nd that non-fi nancial factors are also important. In a 2006 survey, nearly half of US workers 
age 55 to 59, and more than half of the nation’s workers age 60 to 65, said they were 
employed because they wanted to stay active and engaged; more than two out of every fi ve 
workers in both of these age groups reported working because they wanted to do meaningful 
work.13  

The Employment Rate of Women Age 55 to 69 Increased More Than Four 

Times as Much as That of Similarly Aged Men During the Current Downturn
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 The shift from “defi ned benefi t” to 
“defi ned contribution” pension plans 
has increased the incentive to work 
later in life. 

Nationally, the share of private-sector workers with a defi ned benefi t pension plan declined 
from 39 percent in 1980 to 20 percent in 2007, while the share with only a defi ned 
contribution plan increased from 8 percent to 31 percent.17 Defi ned benefi t plans guarantee 
workers a fi xed benefi t based on salary and years of experience, regardless of the return 
on the investments in their plan. In contrast, the retirement benefi ts of defi ned contribution 
plans are not guaranteed and depend in large part on workers’ success in investing their 
funds, as well as the performance of the stock market when workers want to retire. Thus, 
the shift toward defi ned contribution pension plans has generally reduced retirement security 
for an increasing share of workers. As a result, workers whose primary source of retirement 
savings is a defi ned contribution plan may work later in life in order to build up their savings, 
make up for past investment losses, or simply to increase their earnings.18 

Some defi ned benefi t plans create a disincentive to work beyond the retirement age 
established by such plans. Typically, for every year that workers remain employed beyond the 
retirement age established by these plans, they lose one year of retirement benefi ts, and this 
loss tends not to be offset by the additional benefi ts accrued from another year of work.19  

Workers with defi ned benefi t plans tend to leave the workforce one or two years earlier 
than workers with defi ned contribution plans because of this fi nancial incentive to retire “on 
time.”20 Consequently, the shift away from defi ned benefi t plans means a smaller share of 
workers face this disincentive to work later in life. 

 The recent decline in the stock 
market has taken a toll on many 
individuals’ retirement savings, 
increasing the incentive for those at 
or near retirement age to continue 
working.           

Nationally, total assets in defi ned contribution pension plans and Individual Retirement 
Accounts (IRAs) lost $2.8 trillion (32.2 percent) of their value between September 30, 2007 
and December 2, 2008, reducing retirement savings for many Americans.21 Some evidence 
suggests that individuals close to retirement were disproportionately affected by this 
decline.22 Therefore, California’s older workers may have postponed retirement and more 
retirees may have re-entered the workforce in response to decline in stock values.

 The recent drop in home prices 
contributes to diminished retirement 
security for homeowners. 

Nationwide, more than eight out of 10 households with adults age 55 to 64 (81.1 percent) 
have housing wealth; on average, home equity represents 22 percent of these adults’ total 
wealth.23 Experts expect housing wealth to become an increasingly important source of 
fi nancial support for retirees, particularly as other sources of retirement savings prove 
insuffi cient.24 However, the value of the median-priced California home declined by 53.7 
percent between May 2007 and January 2009, reducing the amount of equity available for 
older Californians to use during retirement.25

 Declining retirement security points 
to the importance of ensuring the 
vitality of Social Security. 

Social Security benefi ts are an important source of income for retirees and help reduce 
poverty. Nationally, 64 percent of people age 65 and older depended on Social Security for 
at least half of their income in 2006, and nearly one-third (32 percent) depended on Social 
Security for 90 percent or more of their income.26 In California, Social Security benefi ts 

 Fewer workers may be able to afford 
to retire at the traditional retirement 
age because job-based pension 
and retiree health coverage have 
declined. 

The share of private-sector California workers with a job-based pension plan declined from 
46.1 percent in 1980 to 37.7 percent in 2005, and national data show that workers without 
job-based pension plans retire later than those with pensions.14 Consequently, the decline 
in job-based pension coverage may help to explain why workers in their late 50s and 60s 
are working longer. The share of large US employers offering health coverage for retirees 
also has fallen considerably in recent decades.15 Given the substantial rise in health care 
costs, this drop increases the cost of retirement for many workers, creating an incentive for 
workers to remain employed at least until age 65, when they qualify for Medicare – a federal 
program that provides health coverage for seniors and people with disabilities.16
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