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The U.S. labor force is aging and so are the people who are unemployed. In November 2011, 
about 12% of the population (37.2 /306.5million) were ages 55-64 and over a third (38%) of that 
population were not working. The official unemployment rate for this age group is 5.39%, but 
when discouraged workers are counted among the unemployed, 6.5%1 of older Americans were 
willing to work but did not have a job in 2011.2  

The vast literature on older unemployed workers draws three conclusions. First, older 
unemployed people are more likely to be unemployed longer than any other age group (Johnson 
2009), and older people who lose their jobs have a higher risk of remaining unemployed and 
withdrawing permanently from the labor force in involuntary early retirement. Second, older 
workers who retire earlier than expected are less likely to have pension income or household 
wealth (Munnell 2008) and face higher rates of depression and anxiety (Bender and Jivan 2005 
and Bonsang and Klein 2011) compared with those who retire voluntarily.  Third, older 
unemployed workers likely lose their health insurance and remain uninsured until they reach the 
age for Medicare eligibility at 65; during this time, they experience a steep increase in need for 
medical care because of the stress associated with unemployment (Tu and Liebhaber, 2009.) 
 
This study adds to the literature by learning more about this population using the Survey of 
Income and Program Participation (SIPP).  We want to know how the older unemployed 
Americans are living; what sources of income are they relying on, how many are poor, and how 
many rely on government assistance. In sum, how are they getting along?  

We find that older unemployed Americans have extremely low levels of income, assets, and 
health insurance coverage; 57% of unemployed older Americans were living at or less than the 
federal poverty level, and 42% had no health insurance coverage as of November 2011. 
Moreover, an increasing share of these older Americans is living without health insurance for 
longer periods of time. Finally, most (87%) of the older unemployed do not receive means tested 
transfer payments, and only 53% receive unemployment compensation income. This suggests the 
burden of income loss for this population has fallen on family members, been absorbed through a 
decline in living standards, or has been pushed on to charity aid.  

Because health care is such an important topic, we evaluate the impact of the Affordable Care 
Act reform on the welfare of this population. We also investigate whether the unemployment 
faced by older Americans is cyclical or structural in nature. This is important because if older 
workers are cyclically unemployed, things will get better once the economy improves. But if 
they are structurally unemployed, they will not find jobs unless they get retrained. We show that 
older workers face both structural and cyclical unemployment.   
                                                            
1 Discouraged workers are those who are not working and are not looking for a job, but the reason they are not 
looking for a job is that they are “unable to find work” or “on layoff, (temporary or indefinite)”. 

2 All figures and tables denoted by a number are in the appendix and the tables denoted by letters are in the text. 
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As we explore solutions to this crisis, we review various reforms to job retraining programs 
and/or tax incentive plans designed to draw older unemployed workers back to the labor force or 
keep them at their jobs. Workforce development and unemployment insurance policies must take 
into account the new reality that the unemployed are increasingly older, extremely low income, 
less likely to be able to retire on pensions, have little access to spousal income or health care and 
are often displaced from their career industries. Without jobs, local and state governments face 
spending billions on income support for older unemployed people. Bold experiments in tax 
incentives and work sharing arrangements aimed at keeping older workers in the labor force may 
prevent more hardship than previously measured.  

 
Who are the unemployed older workers? 

The 2008 Survey of Income and Program Participation (SIPP) panel comprises 12 waves, with 
each wave covering four calendar months. We use data from wave 3 through wave 10, which 
were collected from April 2009 through November 2011. Though discouraged workers are an 
important measure of slack in the labor market, this study only examines older Americans who 
are officially unemployed.  

We find that older men are disproportionally more likely to be unemployed than women; they 
made up 48% of the employed, but their share of the unemployed was 55% in August 2011 – 
November 2011. We also find that older unemployed Americans are disproportionately non-
white, non-citizens, unmarried, and have less education than their employed counterparts. 
Moreover, 24% of unemployed older Americans live in poor households, indicating that they 
have little in the way of resources to fall back on. 

Unemployed older workers are more likely to live in the South and the West of the country. 
However, older workers in the South were less likely to be unemployed since they comprised 
36% of the employed older population, but only 31% of the unemployed population. On the 
other hand, older workers in the West were more likely to be unemployed (they made up only 
22% of the employed older population, but represented 32% of the unemployed older group).  
 
Older Americans ages 55-64 who were unemployed in August-Nov 2009 were less likely to find 
a job within 4 or 8 months than younger unemployed workers age 25-44 (see Appendix Table 1). 
Moreover, older workers were more likely to suffer longer spells of unemployment than their 
younger counterparts. This confirms similar results in Johnson and Mommaerts (2010). 
Not surprisingly, older workers who found jobs within four months were more likely to be 
married, female, and Asian with a college or graduate degree. On the other hand, unmarried 
Black males with low education were the most likely to be still unemployed  
(see Appendix Table 2).  
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How are unemployed older Americans living? 
 
For the four month period ending November 2011, the average total income for older 
unemployed Americans was just over $927 per month. The median was much lower at 
approximately $7923. In other words, 57% of unemployed older Americans were living at or less 
than the federal poverty level as of November 2011. 
 
Total personal income is the sum of earned income4, property income (income from assets), 
income from pensions5, transfer income6, unemployment compensation7, Social Security8, 
disability income9 and other income10. Figures 1 and 2 display the relative importance of these 
income sources and their evolution over time for unemployed Americans age 55-6411.  
 
A look at the median values of income sources reveals that the only positive source of income 
derives from unemployment compensation, and that has been falling since March 2010 for this 
group of workers. Mean sources of income also show that the most important source of income 
for unemployed older Americans is unemployment compensation, followed by pension income 
and Social Security. The important thing to note is that the trends for most income sources is 
decreasing; the only sources of income registering an increase are transfer income and 

                                                            
3 Numbers are in current dollars for August-November 2011. 

4 Since we are focusing on unemployed older Americans, earned income is zero. 
5 Pension income includes pension from a company or union, railroad retirement, Veterans’ compensation or 
pension, other retirement, disability or survivor payments, state government pensions, local government pensions, 
other government pensions, Federal civil service pensions, military retirement pay, pension retirement lump sum 
payments and draws from an IRA / KEOGH / 401K or Thrift plan. 

6 Transfer income includes public assistance payments, Federal SSI – Adult, Federal SSI – Child, State SSI, other 
welfare, general assistance or general relief, short term cash assistance, food assistance, clothing assistance, food 
stamps, WIC, transportation assistance – gas vouchers and subway tokens. 

7 Unemployment compensation comprises workers’ compensation, State unemployment compensation and 
Supplemental Unemployment benefits. 

8 Social Security payments for self. 

9 Disability income is made up of amount received from Employer disability payments and amount received from 
own sickness, accident or disability insurance policy. 

10 Other income includes miscellaneous cash income, child support payments, other government income, money 
from relatives and friends, Foster childcare payments, alimony, and income from a paid up life insurance policy.  

11 Numbers are in real dollars using April-July 2009 as the base time period. 
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unemployment compensation. This indicates that older unemployed workers are increasingly 
relying on government assistance to get by. 
 
We use data from the most recent SIPP wave to further probe into sources of income for 
unemployed older workers. Surprisingly and notably, 53% of these unemployed older workers 
did not receive any unemployment compensation, and those who did got meager sums; 11% 
collected less than $600 per month, and 24% received between $600 and $1500 per month.  
Almost all, 87%, did not receive government transfer income, and most of those who did 
received less than $200 per month. 89% of unemployed older Americans received no income 
from Social Security.12 57% received no property income and 38% earned property income of 
less than $100 per month. Only 5% of the sample earned more than $100 per month in property 
income, and the maximum amount earned was $1451 per month. 89% of unemployed older 
Americans did not collect any pension income, but 6% did collect more than $1000 per month 
from pensions or retirement savings distributions.  

In sum, 45% of unemployed older Americans received less than $500 per month, with 19% of 
those living on zero income, while 16% received $500-$1000 per month and 30% lived on 
$1001-$2000 per month.  

As mentioned above, over half of unemployed older Americans were living at or less than the 
federal poverty level as of November 2011 making them officially poor. Moreover, an additional 
31% collected an income of twice the poverty level, which earns them the label of near poor. To 
make these numbers more vivid, we computed the difference between an individual’s income 
and the amount necessary for basic survival (the federal poverty level) and we looked at how this 
changed over time. These results are in figure 3. 

The average difference between income and the federal poverty level decreased from April 2009 
through November 2011, going from a real value of $123 to -$45 per month. The median value 
of the difference between what people had and the poverty level dropped precipitously from -
$110 to -$173 by November 2011. This means the typical unemployed older American worker 
had income $173 less than the federal poverty level.  

 

Taking assets into account 

To accurately assess how unemployed older Americans are doing, we must evaluate how much 
they own in assets, home equity, and retirement savings, and how much they owe. The most 

                                                            
12 It is not surprising that most unemployed older Americans did not collect Social Security benefits since they are 
not old enough to be eligible. In other words, those receiving Social Security must be getting it through survivor 
benefits.  
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recent data on assets is only available for August through November 2009 and it shows that 29% 
of unemployed older Americans had no assets/ investments, while 49% had assets/investments 
worth less than $50,000. Moreover, 69% of unemployed older Americans had no retirement 
savings at all, while 16% saved less than $50,000 for retirement. Looking at home equity, 40% 
of unemployed older Americans had no home equity or negative equity, while 24% had home 
equity worth less than $50,000. Finally, 44% of unemployed older Americans had debt totaling 
up to $50,000, and 2% owed more than $50,000. 

Taking into account the value of all assets owned, we still find that fully 44% of unemployed 
older Americans were poor as of November 2009, and an additional 27% were near poor (their 
monthly income stream was below twice the Federal poverty level). In fact, of those who were 
officially poor, 29% were in dire circumstances, as they made less than half of the poverty line 
(see figure 4). Since the Federal poverty line describes the amount of income necessary for basic 
survival, it means that 29% of unemployed older Americans were not meeting their basic needs 
for food and shelter, let alone managing any health problems that might crop up. 

As usual, women were more likely than men to be poor, as were non-whites, non-citizens, the 
less educated, the unmarried, and those living in poor households.  

 

Health care coverage 

At the end of 2009, 40% of unemployed older Americans had no health care coverage; by 
November of 2011, that fraction increased to 42%. At the same time, the fraction of unemployed 
Americans who received health coverage through the Medicaid program rose from 7% to 9%. In 
other words, older unemployed Americans are increasingly turning to government help to get by. 
Moreover, whereas in November 2009, 45% of unemployed older Americans without health care 
coverage had been without coverage for about a year or less, by November 2011, only 34% had 
lacked coverage for less than a year, but 66% had not had health care coverage for 2 years or 
more.  

Interestingly, those unemployed older Americans who have health coverage are more likely to 
have the coverage through their own plan than through someone else’s plan. Moreover, when the 
percent covered under their own plan dipped, the fraction without health coverage rose. In other 
words, the hope that unemployed older Americans would get coverage through their spouse or 
somewhere else was not warranted.  

To emphasize, this population is not doing well. Given how little income unemployed older 
Americans have, the fact that so few are receiving government aid is noteworthy and indicates an 
urgent need for research documenting how these people will live if they do not find work 
eventually or get more income. It seems this is a human and social crisis in the making. 
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How will the 2014 Patient Protection and Affordable Care Act’s health care mandates 
affect older worker’s employment prospects? 

In 2014 the Patient Protection and Affordable Care Act (PPACA) will mandate that employers 
with 50 or more full-time employees provide health insurance for their workers or face a penalty.  
If an employer does not offer insurance, workers will be required to purchase insurance directly 
through an “Affordable Insurance Exchange”, or a competitive insurance marketplace that must 
meet certain benefits and cost standards.  Individuals who forego any type of insurance coverage 
will have to pay the greater of $695 per year up to a maximum of $2,085 per family or 2.5% of 
their annual household income. 13   

These provisions will influence how employers provide coverage to their workers and 
consequently labor mobility, hours worked, job growth, and even firm size distribution.  While 
the exact impact of the law remains to be seen, economic theory and evidence from research on 
similar policies at the state level indicate that the employer and individual mandates may create 
separate and competing incentives that could have very different effects on the job prospects of 
older workers. 

Economic theory regarding employer-mandated benefits predicts that in the wake of a federal 
health insurance mandate, worker’s wages will adjust downward until the employer’s marginal 
cost of providing the new benefit is equal to the worker’s marginal valuation of the benefit 
(Summers, 1989).   Since the cost of providing health benefits increases with age,14 older 
workers must be willing to accept a larger pay cut in order for the firm to absorb the higher cost 
of providing the benefit to them.  Presumably, if wages fall enough to offset any extra cost to the 
firm, the level of employment will remain fixed.  

However, certain institutional barriers may prevent this type of adjustment from taking place.   
The Age Discrimination in Employment Act (ADEA) prohibits employment discrimination on 
the basis of age and requires that all workers of similar tenure with the firm receive the same 
compensation package, meaning that the firm cannot adjust the level of benefits offered to a 
worker based on their individual preferences.  Moreover, minimum wage laws keep wages from 
falling below a certain threshold, making it difficult for employers to cut wages.  These barriers 
aside, many older workers may be unwilling to accept a lower wage at this point in their career 
or may be unable to cope financially with any downward pressure on their wages as they 
approach retirement.   
                                                            
13 See the Kaiser Family Foundation’s summary of the PPACA available at 
http://www.kff.org/healthreform/upload/8061.pdf  

14 The majority of employers purchase health insurance through group plans that differ in price depending on the age 
distribution of their employee population and other demographic and health status characteristics.  Thus, older 
workers suffer larger decreases in wages for any given increase in health costs on a group level (Sheiner, 1999). 
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In this light, the employer mandate puts older workers at a competitive disadvantage; employers 
may hire younger workers, exempt workers, or outsource more jobs to keep costs down, 
especially in the presence of rising health care costs.   

This resonates with previous literature that finds that employers who offer generous health 
insurance plans employ, but tend not to hire, older workers (Scott, Berger & Garen, 1995).  
Evidence from research on the employer mandate in Hawaii concludes that while the law has had 
little effect on the distribution of wages and employment relative to other states since its 
enactment in 1974, employers have gradually begun to rely more on part-time workers that are 
exempt from the law (Buchmueller, DiNardo,  & Valletta, 2011).  This could be particularly 
detrimental to older workers employed in industries where the advantages from tenure are 
dissipating: e.g. retail and service-based industries where full-time workers can be easily 
substituted with part-time or contract-based workers. (add citation) 

There is also some evidence that employers may pass on the extra cost of providing health 
insurance to their employees. Research on the 2006 Massachusetts health reform found evidence 
of a negative compensating differential; full-time workers that gained coverage through the 
mandate experienced a $6,055 average annual drop in their wages—the entire average cost of the 
health insurance to their employers (Kolstad & Kowalski, 2012).   

This finding is in stark contrast to previous studies that could not find a compensating 
differential for employer-sponsored health insurance.15   However, while this supports the theory 
that older workers who receive health insurance through their employer may value the coverage 
to the extent that they are willing to accept lower wages, they may as a result have to work 
longer before they are able to build up the savings they need to retire.  This may not be feasible 
for workers in physically demanding or low-wage jobs or for those employed in industries that 
are shedding older workers (see Filer and Petri 1988, Johnson 2004) 

Unlike the employer-only mandate in Hawaii, both the PPACA and the Massachusetts health 
reform also include an individual health insurance mandate.  Individuals who do not have 
coverage through their employer are expected to purchase health insurance on state-based 
exchanges or pay a penalty.  So far compliance with the individual mandate in Massachusetts has 
been high—over 97% of tax filers in 2008 complied and less than 2% reported being uninsured 
at any point in time (Kolstad & Kowalski, p. 5).   Both reforms offer subsidies for those who are 
unable to afford coverage on their own and the PPACA extends Medicaid eligibility to those 
with incomes below 133% of the FPL.   

                                                            
15 Because it is difficult to tease out the causality between fringe benefits and labor market outcomes in a standard 
regression framework, most studies find evidence of a positive compensating differential, or evidence that 
individuals with employer-sponsored health insurance have higher wages than those without.  See Currie and 
Madrian (1999) for an in depth review of these issues. 
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The individual mandate is likely to have a very different impact on the labor supply of and 
demand for older workers than the employer mandate.  If the exchanges do provide affordable 
coverage older workers will have more options prior to Medicare and health insurance will not 
be as much of a deciding factor in determining when older workers change jobs, change job 
status (from full-time to part-time) or retire (Rappaport, Wojcik & Baxter, 2010, p. 29).   

This could open up more employment opportunities for older workers who are currently unable 
to afford insurance on the private market but would prefer more flexible or unconventional work 
arrangements as they near retirement.  Johnson, Davidson, and Perese (2003) for example, find 
that a $1,000 increase in the net present value of premium costs reduces the probability of 
retirement by 0.17 percentage points for men and 0.24 percentage points for women, implying 
that unlike the employer-mandate, the individual mandate may actually incentivize many older 
workers to cut back their hours of work if benefits prove affordable.  Similarly, evidence from 
the expansion of the VA health care system in the mid-1990s, found that the reform reduced job 
lock and encouraged older men to work fewer hours (Boyle & Lahey 2010).16  The reform was 
also found to increase the labor force participation of workers who are likely to be in worse 
health, meaning that gaining access to health insurance may increase the labor for participation 
of older workers who would otherwise have been sidetracked by health problems (Ibid). 

In term of retiree health care benefits, if the PPACA fails to decelerate the rise in health care 
costs—and to the extent that several provisions will raise plan costs—it will likely accelerate the 
downward trend in retiree coverage (Rappaport et al., p. 29).  Many firms are also considering 
dropping health insurance benefits for workers entirely and paying the penalty if it proves more 
cost effective—a strategy that could in the long run actually raise wages and job opportunities 
for older workers who are currently more expensive to employ.  Most large employers have 
modeled the financial impact of “playing” versus “paying” for their organization and the 
National Retail Federation even created an online penalty calculator to help companies determine 
the penalties they might face under the mandate (Moore, p. 907, 2011).  However, this 
calculation must also take into account the loss in tax deductions to the firm from dropping 
health benefits—the penalties are not tax deductable—and whether employees might demand 
higher wages in the absence of health benefits.  A recent survey by Towers Watson of more than 
368 midsize to large U.S. companies showed that more than two-thirds (71%) of respondents are 
planning on continuing to offer health care coverage to their employees through 2014.17    Only 

                                                            
16 The reform was found to increase the probability of working part time.  The self employment impact depended on 
education level; educated men were more likely to become self employed, while uneducated men were less likely to 
become self employed, implying that the income effect of getting free health insurance allowed them to stop 
working altogether.   

17 “Health Care Changes Ahead.”  October 2011.  Towers Watson: Survey Report.  Available at: 
http://www.towerswatson.com/assets/pdf/5622/TW-survey-report_HC-Changes-Ahead_101411.pdf 
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2% of employers responded that they were more likely to pay the penalty than offer health 
insurance.  Interestingly, 70% of employers are not confident that the Health Insurance 
Exchanges will provide a viable alternative to employer-sponsored coverage and 84% believe 
that health care benefits will continue to be a key component of their compensation package after 
2014.  Nonetheless, the survey also revealed that more than half of employers (54%) are 
planning on discontinuing retiree health care benefits for pre- and post-65 retirees; moreover, 
39% have already or are planning on implementing significant reductions in the subsidization of 
coverage for spouses/dependents and 47% are considering substantive benefit reductions—
measures that will shift more costs onto the backs of older workers.   

Thus, whether or not the PPACA hurts or helps the job prospects of older workers will depend 
largely on the interaction between employer-sponsored coverage, individual coverage, and how 
much the new system is able to contain rising health care costs.  What is certain is that under the 
current system, the high and rising cost of health care is making older workers more expensive to 
employ—a potential drain on the economy that will persist over the next two decades as the U.S. 
population continues to age.  In this light, the PPACA may do more to create jobs or at the very 
least slow down current job loss for older workers than the status quo. 

 

Cost to the Government 

To estimate the total cost to the government from the unemployment of older Americans, we 
calculate the cost of raising the income of poor unemployed older workers to the federal poverty 
level, and we include the money spent on transfer payments and in unemployment compensation 
payments to these unemployed older Americans.  

If we use the poverty rate derived from comparing total personal income to the federal poverty 
level without including the value of personal assets, the cost to the government would be $10.5 
billion per year, whereas if we include the value of personal assets, the cost to the government 
would be $9.4 billion per year18. These costs are projected to accumulate every year until 
unemployed older Americans reach their Social Security early retirement age.  

These costs are not equally distributed across states. Because the unemployed older population is 
unevenly distributed across states, some states bear a heavier burden from maintaining this 
population at subsistence levels (see table 2 below). 

                                                                                                                                                                                                
 

18 The numbers are from wave 4 of the data (August-November 2009), since this allows us to compute the cost to the 
government taking into account people’s asset values.  
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Table 2. The costs of unemployment among older workers is  
unevenly distributed across U.S. states. 
 Monthly Cost Annual Cost 

California $        115,076,458 $        1,380,917,496 

Texas $          71,555,040 $            858,660,480 

Jersey $          61,828,546 $            741,942,552 

Ohio $          43,663,588 $            523,963,056 

Pennsylvania $          43,125,050 $            517,500,600 

Florida $          40,292,036 $            483,504,432 

Michigan $          33,516,274 $            402,195,288 

Illinois $          30,210,400 $            362,524,800 

Georgia $          23,800,000 $            285,600,000 

Connecticut $          22,200,000 $            266,400,000 

Source: SIPP 2008 panel, wave 4, Authors’ calculations. 
 
 
Potential solutions 

What kind of unemployment do older workers face? 
Before advocating any particular policy intervention, we need to analyze why unemployed 
Americans have lost their jobs. Is it because the economy has soured, or has there been a 
structural shift away from using older workers in certain sectors of the economy. If the former 
reason dominates the job losses, then the solution is to wait until the economy recovers. 
However, if the latter viewpoint is correct, there may be a role for retraining to remedy the 
problem. We investigate whether older worker unemployment is structural or cyclical by looking 
at where older workers are being laid–off and hired; we also gather data on job vacancies to 
ascertain whether there is demand for workers in those sectors.  
 
We calculate two numbers for each industry: the share of the unemployed older workforce that 
comes from that industry and the share of the employed older workforce in that industry. The 
difference between the former and the latter is called the shrink factor. When the shrink factor is 
positive, the sector is disproportionately represented in the unemployed and the industry is 
shedding workers. When the shrink factor is negative the sector is underrepresented in the 
unemployed and the industry is hiring workers. 
 
We calculate the shrink factor for old and young workers for 2011 to reveal which sectors are 
hiring or retaining older workers relative to younger workers.  The results are quite stunning. 
The shrink factor is higher for older unemployed workers in manufacturing, finance and 
insurance, information, wholesale trade, professional, scientific and technical services and arts, 
entertainment and recreation industries, which indicates a bias towards hiring younger workers in 
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these sectors. On the other hand, the shrink factor is lower for older unemployed workers in retail 
trade, management, administrative support, waste management services, education, health care 
and social assistance sectors and agriculture, forestry, fish, hunting, which signals that these 
sectors are more likely to hire older workers (see table 3 below).  
 
Table 3:Young and Older Workers Face Different Industrial Demand Conditions  
 Shrink 

Factor Age 
55-64 

Shrink 
Factor Age 

25-54 

Gap Are older 
workers 
preferred? 

Education Services -8.33 -5.81 -2.52 YES 

Health Care & Social Assistance -6.84 -5.70 -1.14 YES 

Public Administration & Military -2.95 -3.41 0.46 NO 

Retail Trade -1.43 0.44 -1.87 YES 

Professional, Scientific & technical Services -1.06 -2.53 1.47 NO 

Agriculture, Forestry, Fish, Hunting -0.88 0.59 -1.47 YES 

Utilities -0.75 -0.52 -0.23 YES 

Mining 0.07 -0.2 0.27 NO 

Finance & insurance 0.41 -1.23 1.64 NO 

Transport & Warehousing 0.48 0.25 0.23 NO 

Real Estate, Rental & leasing 0.59 -0.19 0.78 NO 

Other Services  0.59 -0.48 1.07 NO 

Information 0.70 -0.73 1.43 NO 

Wholesale Trade 1.11 -0.28 1.39 NO 

Management, Administrative Support, waste 
management services 

1.36 3.95 -2.59 YES 

Arts, Entertainment & Recreation 2.11 0.50 1.61 NO 

Accomodation & Food Services 2.39 2.34 0.05 NO 

Manufacturing 3.88 0.60 3.28 NO 

Construction 8.56 9.68 -1.12 YES 

Source: CPS data March supplement 2011 using IPUMS CPS site, authors’ calculations 
 

The numbers in the table above reveal that some industrial sectors’ workforces are more 
amenable to hiring older workers. This supports the assertion that much of the unemployment 
faced by older workers is structural. 
 
But should unemployed older workers train or be subsidized to work for these sectors? To 
answer that question, we examine job vacancy rates in the sectors where it seems employers are 
hiring.  The JOLTS survey, conducted by the Bureau of Labor Statistics reveals how many job 
openings there are in each industry. We compare the number of job openings with the number of 
unemployed workers ages 25-54 and 55-64, and calculate a measure of competition for those 
jobs by simply dividing the number of unemployed workers by the number of openings. The 
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lower the calculated number, the less difficult it would be to find a job in that industry. Those 
numbers are in Table 4, and they show that the education services and health care and social 
assistance sectors have a relatively lower degree of competition for jobs than the other sectors 
listed, but there are still two workers for each job opening. In other words, a large portion of the 
unemployment faced by older workers is cyclical. 
 
Table 4. The number of unemployed workers exceeds available job openings 
 2011 

unemployed 
55-64 

2011 
unemployed 

25-54 

JOLTS  
(Oct 2011) 

Degree of 
competition 

for jobs* 
Retail Trade 134,276 893,003 306,000 3.36 

Education Services 62,984 318,555 593,000 2.07 

Health Care & Social Assistance 135,496 712,374 

Wholesale Trade 66,775 236,907 246,000 3.33 

Utilities 6,825 35,029 

Transport & Warehousing 88,639 384,578 

Professional, Scientific & 
technical Services 

94,839 425,835 576,000 2.34 

Management, Admin. Support, 
waste management services 

86,366 742,383 

Construction 224,908 1,449,406 84,000 19.93 

Manufacturing 238,354 1,013,607 232,000 5.40 

Arts, Entertainment, Recreation 62,915 199,266 47,000 5.58 

Accommodation, Food Services 86,627 691,904 328,000 2.37 

Public Admin. & Military 49,023 178,242 360,000 0.63 

Source: CPS March supplement 2011 using IPUMS CPS site,  
and JOLTS data October 2011, authors’ calculations. 
 

This suggests that retraining programs or tax incentive programs may not have as much of a 
positive impact on the unemployment situation of a significant number of older workers unless 
there is an economic expansion. However, even after an expansion comes along, older worker 
unemployment will not go away unless older workers retrain for jobs for which they are in 
demand. 
 
Tax incentives for employers 
When workers get rehired after a spell of unemployment, they typically suffer a drop in their 
earnings of $9,905 (see table 5 below). The reason for this drop is straightforward. When 
workers move across industries or between occupations, they lose any industry/occupation 
specific skills they attained, and with those skills, they lose the premium they were making from 
their industry/occupation specific experience. Moreover, employers are unwilling to pay the 
training costs for an older employee whose job tenure is shorter due to age considerations; 
instead, employers shift the training cost onto the employee in the form of a lower wage. As a 
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result, older workers who find a job in a different industry and/or occupation earn less money. 
Finally, older worker health care is costly for employers, and they in turn try to pass on the extra 
cost by offering older workers a lower wage. 
 
Table 5. The earnings penalty to job loss depends on whether workers find a job in the same 
industry/occupation. 
  Same 

industry/ 
Same 

occupation 

Different 
industry / 

Same 
occupation 

Same 
industry / 
Different 

occupation 

Different 
industry / 
Different 

occupation 

Fraction of workers who found 
a job in: 

21% 21% 10% 48% 

Average earnings on lost job  $        66,629  $         77,090  $        66,617   $        59,099 

Average earnings at current 
job 

 $        66,199  $         63,115  $        61,159   $        45,890 

Drop in average earnings  $           (429)  $       (13,975)  $        
(5,458) 

 $     (13,209) 

Average Drop in earnings:   $                                                                                  (9,905.02) 

Source: Displaced Worker Survey, January 2010, authors’ calculations. 
 

The trouble is that workers often maintain a high reserve wage equivalent to the earnings they 
had at their lost job and are unwilling to accept a job offer at a lower wage. Moreover, even 
when older workers are willing to take a lower wage, employers may be unwilling to hire them at 
the lower salaries, because they fear that the workers will be unproductive because they are 
getting paid less than they believe they are worth. Finally, employers worry that if they pay older 
workers the reduced earnings, the workers will jump ship as soon as a better opportunity comes 
along. The end result is that employers do not hire enough from the pool of unemployed older 
workers.  
 
To remedy this situation, the government can lower the cost of hiring older workers by extending 
tax credits to employers who hire older workers into new jobs. Alternatively, 
Katz (2010) proposes wage loss insurance (also called wage insurance) which temporarily helps 
close the gap between what workers earned in their old job with the lower wage in the new job. 
Wage-loss insurance helps people adjust to changing labor market conditions and take lower 
paying jobs quicker.  
 
What about job training? 
In their 60 year history, federal spending on workforce training has fallen from $17 billion in the 
1970s to $8 billion in 2008 (McGuire 2009). Spending on workforce development for seniors 
(TAA, Senior CCSEP) would have to increase by 48% to meet the levels of spending per adult in 
place in the late 1990s (Abraham and Houseman 2008, GAO 2003).  
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Moreover, older workers have not been a major focus of federal job training programs. One 
reason for the lack of enthusiasm for targeting older workers in federal job training programs is 
that older workers often have lower than average rehire rates, lower than average income 
replacement rates, and lower than average continuous employment rates -- a shorter time period 
under which the costs of training are amortized. These low scores make sense because older 
workers are less likely to be rehired, and more likely to leave the labor market for retirement and 
disability; moreover, older workers have a higher probability of layoff due to plant closings and 
sector declines, which means that they have a higher probability of being displaced from jobs in 
highly-paid, mature industries and rehired in lower paying jobs. Since job training programs are 
judged based on their participants’ experience in finding a job that paid as well as their previous 
job, job training programs do not focus on helping older workers. This explains part of why 
retraining programs that are currently in place do not serve older unemployed workers well. 
 
Another reason job training programs may not work well for older unemployed workers is 
because they focus on the supply side problems faced by many young unemployed people – lack 
of productive skills and lack of job search skills. The programs aim to improve workers’ 
information about available jobs, improve their resume and job search techniques, and retrain 
them for jobs in expanding occupations and industries. In contrast, Abraham and Houseman 
(2008) argue that older people wanting to continue working into their late fifties and sixties face 
demand side problems stemming from the rise in job instability and a corresponding rise in 
worker dislocation since the 1980s. In addition there is persistent employer discrimination 
against older workers. Employer discrimination against older workers stems from the wrong 
perception that older workers can’t learn computers or keyboarding skills as well as young 
workers and the real perception that older workers are more expensive than young workers 
because their wage requirements and employer – provided health care insurance premiums are 
higher (Abraham and Houseman 2008). Ignoring the realities on the labor demand side will 
result in older workers having a difficult time finding and keeping a paid job.  
 
To improve the performance of job training programs for older Americans, government needs to 
increase spending on these programs, and fine tune job training centers so that vendors who do 
training for federal and state programs are tied to employers and are tailored to serving seniors; 
for example, job training programs can operate out of senior centers rather than high schools, and 
should modify performance standards for older worker initiatives to adjust for the probability 
that older workers are more likely to be rehired in new jobs with lower pay and fewer hours.  
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Conclusion  
 
Incomes are so low among unemployed older Americans that 57% were living at or less than the 
federal poverty level as of November 2011. These people do not have assets or working spouses 
with good jobs to fall back on. In fact, 24% of the unemployed older Americans who have 
incomes near the poverty standard live in poor households.  
 
Moreover, the percentage of unemployed older Americans who are living in poverty rose from 
August 2009 through November 2011, and the growing length of unemployment spells make it 
unlikely that an older unemployed person will go back to full time work. As a result, older 
people who lose their jobs are at a higher risk of remaining unemployed and withdrawing 
permanently from the labor force in involuntary early retirement.  
 
At the end of 2009, 40% of unemployed older Americans had no health care coverage, and that 
fraction increased to 42% by November 2011. The risk of not having coverage for a long period 
of time also increased as the high rates of unemployment linger. Whereas in November 2009 
45% of unemployed older Americans had been without health insurance coverage for a year or 
less, by November 2011, this risk got smaller -- only 34% had lacked coverage for less than a 
year, However the risk of not having health insurance for 2 years or more went up – 66% had not 
had health care coverage for 2 years or more. While the upcoming health care reform may 
improve access to health care for this population, the impact of the reform on the job prospects of 
older unemployed workers will depend on the interaction between employer-sponsored 
coverage, individual coverage, and how much the new system is able to contain rising health 
care costs.  

We find that part of the unemployment experienced by older workers is structural, and the other 
part is cyclical. As a result, even when the economy recovers, older worker unemployment will 
not go away. We advocate expanding retraining programs, and reforming them to better 
accommodate the needs of older workers. We also encourage the use of tax incentives to 
encourage the hiring of older workers in sectors that are more amenable to hiring older workers. 
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APPENDIX Table 1: Older Workers Have Longer Unemployment Spells  
(percent of workers by spell of unemployment)19 
Length of unemployment spell Age 25-44 Age 55-64 Z stat Prob>Z 

4 months 44% 36% 2.3139 0.021 
8 Months 23% 20% 1.0025 0.316 

12 Months 11% 13% -1.0957 0.273 

16 Months 8% 9% -0.7958 0.426 

20 Months 5% 8% -2.1472 0.032 

24 Months 3% 6% -2.0687 0.039 

Still Unemployed 6% 7% -0.4205 0.067 

Source: SIPP 2008 Panel, waves 4-10, Authors’ calculations. 

 
APPENDIX Table 2. For Most Categories of Workers, Older Workers Have Longer Spells  
 Length of unemployment spell 

 4 Months Still Unemployed 
Gender 55-64 25-44 55-64 25-44 

Male 35% 42% 7% 7% 

Female 41% 46% 5% 5% 

Race      

White 39% 46% 6% 5% 

Black 21% 35% 10% 10% 

Education     

HS dropout 32% 45% 11% 5% 

HS/ Some College 33% 42% 6% 7% 

Trade School / Associates Degree 36% 43% 7% 6% 

BA 45% 47% 3% 5% 

Professional Degree 58% 53% 4% 5% 

Household Type     

Married Couple 43% 47% 5% 6% 

Unmarried Family 22% 40% 10% 6% 

Non-Family 29% 41% 8% 8% 

Source: SIPP 2008 Panel, waves 4-10, Authors’ calculations. 

 

                                                            
19 In this analysis, we restricted the sample to respondents who were interviewed in waves 4 through 10 (we dropped 
respondents who were not in all the waves) who were unemployed in the 4th wave (August-November 2009). Then 
we tracked how long their unemployment spell lasted. This was done for older workers and for younger workers to 
compare the length of their unemployment spells (Age of respondents was noted in the 4th wave). 
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Figure 3. Average and median gap between personal Income and the 
poverty threshold, over time, for unemployed Americans ages 55‐64
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Figure 2. Average Income sources over time for 
unemployed Americans ages 55‐64
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Figure 1. Median income sources over time for 
unemployed Americans ages 55‐64
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Fig 4: Poverty Status of Unemployed Americans Ages 
55‐64  (Ratio of Income + Annuitized Value of Assets 
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