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Work Options That Impr
by |  Anna M. Rappaport and  

Vickie Bajtelsmit, Ph.D. A 
large number of Americans are reaching re-
tirement age. The oldest baby boomers turned 
65 in 2011 and, over the next 20 years, 10,000 
more will reach the age of 65 each day. While 
some Americans are adequately prepared for 

retirement, national survey data suggests that many retiree 
households do not have enough money to maintain their 
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ove Retirement Security
preretirement standard of living and about 25% have no sav-
ings at all. This raises significant questions about the future 
of retirement. Solutions will require action by prospective 
retirees, employers and public policy makers.

This article focuses on strategies employers can undertake to 
improve retirement security for their employees. Employers can:

•	 Help employees retire with more money, both by con-
tributing more to employee plans and by encouraging 
employees to save on their own

•	 Offer options for and/or encourage retirement at older 
ages

•	 Provide access to both retirement and career planning 
services so that employees can better understand their 
retirement needs and improve their chances of contin-
ued employment

•	 Help employees plan for retirement and assess the im-
pact of different retirement scenarios. 

The Society of Actuaries (SOA) has recently sponsored 
two research studies that address issues related to phased 
retirement: Improving Retirement Outcomes: Timing Phasing 
and Benefit Claiming Choices1 and The Decision to Retire and 
Post-Retirement Financial Strategies: A Report on Eight Focus 
Groups.2 Following are highlights from these studies and case 
study examples of strategies employers have used to achieve 
some of the objectives identified above. 

By educating employees about the effect of retiring 
               at a later age—and providing options for doing so— 
         employers may be able to help them achieve  
                            a more financially secure retirement.
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employer issues and Ways  
to Address them
Workforce Planning

Employers need to understand their 
skill and labor supply needs. This analy-
sis should focus on current and future 
needs. Some types of skills are in short 
supply. Some organizations have a con-
centration of people with such skills, 
or specific individuals with important 
skills, who are near retirement age. Busi-
ness issues are different in such organi-
zations than in companies where there 
is no shortage of available replacement 
talent. This business analysis may drive 
an aggressive program to retain and 
train older workers, or it may lead or-
ganizations to decide there is no need to 
do anything special. This is an impor-
tant backdrop for company programs. 

Helping With the Decision to Retire

For many middle-income Ameri-
cans, decisions regarding when to retire 
and when to claim Social Security are 
vital issues for their long-term retire-
ment security. Working longer often can 
be a big help for employees who have 
less than ideal savings.

Employers can help employees un-
derstand the implications of retiring at 
different times and can also enable and 

encourage longer working careers. As 
discussed below, many retirees who re-
tire voluntarily feel pushed out, some by 
the demands of the job but others by the 
organization’s culture.

Creating a Culture to  
Support Longer Work

Some work environments strongly 
support diversity by gender, ethnic-
ity and age. They focus on culture and 
communication. Such employers may 
also offer work options that allow indi-
viduals in different situations to work 
in a way that fits their personal needs 
and situations.

In contrast, other employers seem 
to prefer younger workers and do little 
to create a culture of inclusion for older 
workers.

Work Options and Phased Retirement

Work options can focus on sched-
ule, location and duties. Work options 
can be available to workers of all ages, 
but some are tailored to helping people 
phase into retirement. Phased retire-
ment options are discussed more below. 

Building Greater Savings Balances 
Before Retirement

Encouraging higher rates of savings 
is a primary strategy for improving se-

curity for future retirees. Strategies may 
include encouraging higher contribu-
tions, employer matching contribu-
tions, sponsorship of savings programs, 
autoenrollment and autoescalation ar-
rangements, as well as ongoing com-
munications to encourage savings.

Unfortunately, for people nearing 
retirement age, it may be too late. How-
ever, delaying retirement (or the time 
when funds are drawn down) provides 
the opportunity for added investment 
earnings and significant growth in ac-
count balances. More years to save, 
increased Social Security and pension 
benefits, and fewer years of retirement 
to support from savings all combine to 
make retirement more feasible the lon-
ger the employee continues to work. 

Planning Support Tools  
and Education

Many people do not plan well for 
retirement. Issues that need to be ad-
dressed include misunderstandings 
about the impact of retiring later, strat-
egies that can help people work lon-
ger and the issues surrounding Social 
Security claiming. Specific items that 
would be helpful in planning and ca-
reer management systems include:

•	 Evaluating the impact of retiring 
at different points in time

•	 Understanding how account bal-
ances grow over time

•	 Keeping skills up-to-date (even at 
later career stages)

•	 Budgeting and expense manage-
ment, since this is an important 
issue for many retirees

•	 Understanding how Social Secu-
rity benefits change at different 
claiming ages

•	 Coordinating Social Security 
claiming between spouses

retirement security

takeaways >>
•   Employers need to analyze their skill and labor needs, which may lead to an aggressive 

program to retain and train older workers.

•   Employers can help employees understand how decisions about when to retire and when 
to claim Social Security can affect retirement security.

•   Phased retirement options can help employees build greater savings balances before full 
retirement.

•   Phased retirement can be a formal program or an informal arrangement, but employers 
should consult with an attorney about possible legal complications. 

•   Delaying retirement usually leads to greater retirement security.
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•	 Helping people consider whether work will be a part of 
their retirement

•	 Evaluating what work really might be available.

Working in retirement and phased retirement 
Today, many people plan to work as part of their retire-

ment. Working in retirement can include working for the 
same employer or a different employer. Whether phased re-
tirement is offered as a formal program or an informal ar-
rangement, it may include any or all of the following:

•	 Ability for employees to work on a reduced or modi-
fied basis as they approach retirement 

•	 Reemployment of retirees 
•	 Ability for employees to collect some portion of pen-

sion benefits while being paid for continued work.

insights Come From Several Studies
A new SOA study, Improving Retirement Outcomes: Tim-

ing, Phasing and Benefit Claiming Choices, provides back-
ground research on how, when and why people retire. Of 
particular interest are changing patterns of labor force par-
ticipation at older ages and increased interest in phased re-
tirement. Using a simulation model, the study shows the im-
pact of various scenarios on typical households.

A key finding is that median American families do not 
have adequate resources to retire at common retirement 
ages, but that combinations of working longer, phased re-
tirement and expense reductions can improve their situ-
ation.

Financial shocks due to adverse investment, health or 
long-term care events are extremely important factors in 
success or failure during retirement.

Based on national labor market data and the results of 
other studies, the study reports the following conclusions 
about labor force participation and retirement ages:

•	 Over the long run, there have been major reductions 
in retirement ages, but there have been modest in-
creases in recent years.

•	 The aging of the population and delayed retirement 
trends are expected to lead to an increasing number of 
persons over the age of 55 in the labor force. The older 
age segments of the labor force are growing much 
more rapidly than the labor force as a whole.

•	 Phased retirement is an idea of major interest to the 
public but not of much interest to many employers. 

The majority of implementations to date involve infor-
mal phased retirement or rehiring of retirees. Employ-
ees can also phase by retiring from their primary em-
ployer  and obtaining  a lternat ive  par t- t ime 
employment with a new employer. 

Another 2013 study from SOA provides insights on the 
decision to retire and financial management in retirement. 
In a study entitled The Decision to Retire and Post-Retirement 
Financial Strategies: A Report on Eight Focus Groups, SOA 
conducted focus groups with resource-constrained retirees 
who had retired voluntarily. A key finding is that a great deal 
of “voluntary” retirement is in response to a job-, family- or 
health-related problem. Response to challenges, rather than 
meeting dreams, was the major retirement driver for these 
retirees. 

This study also provides insight into personal ongoing fi-
nancial management. Retirees were very aware of their cur-
rent spending and regular income and reported that they 
managed cash flow on a year-by-year basis. They did only 
limited longer term financial analysis but were very accus-
tomed to adjusting their spending to fit their current income. 
The study also indicated that for many people, the strategy 
for dealing with financial shocks is to respond to them when 
they happen.

The focus group findings are consistent with conclusions 
from SOA postretirement risk surveys that future retirees 
expect to work to much higher ages than retirees have actu-
ally done. The 2013 Risk Survey found that the median ac-
tual retirement age of the retirees in the study was 58, while 

retirement security

learn more >>
Education
Washington Legislative Update 
May 5-6, Washington, D.C.
Visit www.ifebp.org/washington for more information.
Retirement Security Panel Discussion:  
Intergenerational Challenges
international Foundation. Broadcast from May 21, 2013.
Visit www.ifebp.org/books.asp?BLUE-9793 for more infor-
mation.

From the Bookstore
Recession-Proof Your Retirement Years, Third Edition
Steve Vernon. rest-of-Life Communications. 2012.
Visit www.ifebp.org/books.asp?8946 for more details.
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the median expected retirement age among those nearing 
retirement was 65. These studies also indicate that many 
more preretirees expect to work in retirement than actually 
do work. There are a number of areas where there are dif-
ferences between preretiree expectations and actual retiree 
experiences. 

The risk survey series also suggests that many people do 
not understand the impact of working three more years. Sur-
vey participants were very aware of the impact of having 
three more years of employer-sponsored health insurance, 
but not of the impact of continued investment earnings, 
continued saving and earning benefits for three more years. 
They were also unaware of the implication of a three-year-
shorter period of retirement. Planning horizons were gener-
ally shorter than life spans, which is consistent with the focus 
group findings.

When these studies are considered together, they point to 
several opportunities for employers to help improve retire-
ment security. These include:

•	 Making it easier for employers to work longer and of-
fering phased retirement and other work options to 
enable people to move gradually into retirement.

•	 Providing planning support to enable people to better 
understand the implications of retiring at different 
times, to help them develop better expectations about 
retirement and to support longer term planning.

•	 Assisting employees in putting risk-management pro-
grams in place for the postretirement period.

examples of phased retirement
Part-time employment can be available to people of any 

age and be used by an individual to create his or her own 
phased retirement. Snowbird programs can support retire-
ment work options. A few examples of phased retirement are 
summarized below. More examples can be found in the re-
search report, Improving Retirement Outcomes: Timing Phas-
ing and Benefit Claiming Choices.

Federal Government

Under a new program, federal employees are eligible for 
phased retirement. The regulations were issued in proposed 
form in June 2013. We expect that this program will spark 
more interest in the private sector. Under the proposed 
rules, employees who worked full-time for the last three 
years and who completed 30 years of service at the age of 

55, or 20 years of service at the age of 60, can request phased 
retirement. 

If the application is approved by his or her agency, the em-
ployee will switch to a half-time schedule with a proportional 
reduction in salary. The pension benefit the employee accu-
mulated to that point would be calculated, and the employee 
will receive half of that as well.

The salary paid will be increased by standard pay raises, 
and the pension will be increased by retirement cost-of-liv-
ing adjustments. The employer contribution toward health 
insurance will remain the same as for a full-time employee, 
and benefit levels under the federal life insurance program 
are to be based on the full-time salary for the position.

Traditional Phased Retirement

The federal government program is a new formal pro-
gram. Universities also may offer formal programs to faculty 
members. University programs typically are for a maximum 
period of time.

While most programs in businesses tend to be informal, 
Bon Secours Health System is a good example of a formal 
program. Bon Secours offers employees three different 
phased retirement options: 

 1. Employees can “retire” at the age of 65 but continue 
working part-time up to 24 hours per week while col-
lecting their full pension.

 2. Employees who work past the age of 70½ begin receiv-
ing their pension in April of the following year, regard-
less of continued work.

 3. Employees who retire and do not work for three 
months can then return to work and receive their full 
pension.

Rehire of Retirees

Pools are an ideal way to rehire retirees. Retirees can reg-
ister for the pool, and they will be used when fill-in people 
are needed. Some pools are much more formal than others. 
Some industries can predict additional demand for workers 
at certain times, such as during peak holiday seasons, for 
special events or after storms. All industries need to have a 
method to fill in when a worker is gone for several weeks. 
Retiree and temporary pools are used in a variety of situ-
ations. For example, Kelly Services operates pools for em-
ployers such as a pool of claims examiners for an insurance 
company. They can be used whenever there is demand for 

retirement security
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added people. School systems have pools of substitute teach-
ers, and retirees can participate in these pools. Health care 
organizations supplement their regular on-staff nurses with 
members of a pool.

These are all programs a company can use with its own 
employees and retirees. In addition, individuals can cre-
ate their own options outside of the company through 
entrepreneurship or seeking new jobs. There are a variety 
of specialized organizations designed to help seniors cre-
ate new work options. Three such organizations described 
in the research report are YourEncore, Encore.org and  
RetirementJobs.com.

Caution to Employers

Phased retirement can have legal complications. Em-
ployers that want to offer phased retirement and that offer 
pensions are faced with a variety of challenges and should 
consult with an attorney before implementing any pro-
grams.

the Financial impact of phased retirement
As previously discussed, delayed retirement usually can 

be expected to result in greater retirement security by reduc-
ing the number of years that must be supported in retire-
ment. The other big advantage of delay, increased saving, 
may not be realized with phased retirement because working 
part-time for one or more years reduces income necessary to 
support the household during those years. The SOA simula-
tion research included testing of multiple phased retirement 
scenarios in order to understand how phased retirement 
would impact expected outcomes. As indicated, this may be 
accomplished by separating from employment and working 
for a different employer or by making an arrangement to 
work part-time with the original employer. The two alterna-
tives tested in the modeling were:

•	 Both husband and wife phase to 50% part-time and 
claim Social Security at age 66. They fully retire at age 
70.

•	 Both husband and wife phase to 80% at age 62, then 
phase to 20% and claim Social Security at age 66. They 
fully retire at age 70.

Each of the phasing scenarios is compared to the base 
case scenarios in which the couple both retire and claim 
Social Security benefits at age 66 or 70. The two households 
considered are based on the median married-couple house-

hold with $60,000 and the 75th percentile household with 
$105,000 of income at age 62. Although a full explanation 
of the simulation and its assumptions is beyond the scope 
of this article, note that the model incorporates many post-
retirement risks, including mortality, investment, inflation, 
health and long-term care.

The table reports the wealth needed at age 66 to be 50% 
and 90% confident of meeting retirement expenses using the 
two phasing strategies described above. The wealth needed 
at age 66 for retiring and claiming Social Security at ages 66 
and 70 without phasing is also included for comparison. The 
differential columns show how much less is needed at age 66, 

retirement security
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as compared to retiring fully at 66. Although it takes more 
wealth to be 90% confident of meeting cash-flow needs, the 
differentials are similar for both the 50th and 90th percen-
tiles because these strategies impact relatively certain cash 
inflows but do not reduce the uncertain future cash flows 
related to health and long-term care risks. 

For these scenarios, we conclude that households can 
reduce their risk of retirement income shortfall by electing 
to phase into retirement. For households that phase to part-
time employment (at 50% of previous income) from ages 66 
to 70, required wealth at age 66 is reduced by 15% to 20% as 
compared with full retirement at age 66. Working full-time 
to age 70 improves results more. Many more scenarios ad-
dressing a variety of issues, methodology and assumption 
details are shown in the full study report. 

Conclusions
As employees near retirement, they face many challenges 

to having adequate retirement security. At the same time, as 
the age distribution of the labor force shifts and large num-
bers of employees reach retirement ages, employers may 
face talent shortages. They will need to work with older 
employees. Providing work options and phased retirement 
offers employers a means to solving an important business 
need at the same time that it can help employees prepare for 
retirement.  

Endnotes
 1. The full report is available at www.soa.org/files/research/projects/
research-2013-improving-retirement.pdf.
 2. The focus groups report is available at www.soa.org/files/research/
projects/research-2013-decision-retire.pdf.
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TABLE
effect of Alternative Claiming and phasing Strategies on Amount of Wealth needed at Age 66 to Be 
50% and 90% Confident of Meeting needs
Panel A: Median Household ($60,000 Preretirement Income at Age 62)
 Wealth needed at age 66

 To be 50% Differential from To be 90% Differential from 
 confident of retire and claim confident of retire and claim 
 meeting needs SS at 66 meeting needs SS at 66

retire and Claim SS at 66 $251,585  $388,295
retire and Claim SS at 70 $137,458 ($114,127) $273,734 ($114,561)
Claim SS at phase 50% at 66, retire at 70 $177,849 ($73,736) $309,151 ($79,144)
phase 80% at 62, claim SS and  $218,230 ($33,355) $352,364 ($35,930) 
  phase 20% at 66, retire at 70

Panel B: 75th Percentile Household ($105,000 Preretirement Income at Age 62)

 Wealth needed at age 66

 To be 50% Differential from To be 90% Differential from 
 confident of retire and claim confident of retire and claim 
 meeting needs SS at 66 meeting needs SS at 66

retire and claim SS at 66 $636,204  $910,116
retire and claim SS at 70 $421,271 ($214,934) $683,170 ($226,946)
Claim SS at phase 50% at 66, retire at 70 $494,966 ($141,238) $757,395 ($152,720)
phase 80% at 62, claim SS and  $579,272 ($56,933) $845,302 ($64,813) 
  phase 20% at 66, retire at 70

Source:  Author calculations based on Monte Carlo simulation results for married-couple households with $60,000 (panel A) and 

$105,000 (panel B) income at age 62; incorporates investment, inflation, mortality, health and long-term care risks as described in 

the research report.




