Aging
Workforce
Analysis

Northwest Pennsylvani
Workforce Investment Are

Clarion, Crawford, Erie, Fore:
Venango, and Warren Counti

Regional Center for
‘Workforce Excellence




Aging Workforce Analysis
Northwest Pennsylvania Workforce Investment Area

Acknowledgements:

The Aging Workforce Analysis: Northwest Pennsylvania Workforce Investment Area was

prepared by the Central Pennsylvania Workforce Development Corporation (CPWDC)

for the Northwest Workforce Investment Area (WIA). Local employment dynamics,

presented in this report as Quarterly Workforce Indicators (QWIs), were provided by the

United St at es Ce n s ulsngitBdinal &€mploges-Household Dynamics (LEHD)

program. Other population estimates were provided by Economic Modeling Specialists,

Incorporated (EMSI) and DecisionData. The analysis presented in this report was

conducted by the CPWDC on behalf of the Nor t hwe st WI A6 s Regi onal
Workforce Excellence as part of the Industry Cluster Research Initiative.

Disclaimer:

The Central Pennsylvania Workforce Development Corporation (CPWDC) cannot
guarantee the accuracy of the Quarterly Workforce Indicators (QWIs) provided by the
Census and the population estimates provided by EMSI and DecisionData. This
analysis examines the presence and potential impact of an aging population on the local
workforce in Northwest Pennsylvania and concludes by discussing the current situation
in the local economy and how older workers affect various job-related measures.

Introduction:

Across the country, firms are planning for the large wave of workers born during the
Baby Boom of 1946 to 1964 who will be leaving the workforce within the fast-
approaching decades, many of which may have already entered retirement. A baby
dearth, which occurred following this time period, is undoubtedly the cause of much
concern for both businesses and decision-makers alike. As baby-boomers retire, a
sufficient pool of younger individuals may not be available to completely replace this
significant loss in the workforce.

While reports on the aging workforce have been conducted statewide, this report
focuses specifically on the Northwest Workforce Investment Area (WIA), which is
comprised of Clarion, Crawford, Erie, Forest, Venango, and Warren Counties, and how
an anticipated labor shortage may affect local industries. Specific employers can utilize
information contained in this report to prepare more informed transition plans and to
identify potential problem areas or even new opportunities for incumbent workers. Older
workers who are considering working after retirement will become aware of what types
of jobs are available, how flexible businesses may be about their working arrangements,
and the level of earnings that can be anticipated. Younger workers will be able to
anticipate which industries may offer job opportunities to replace retiring workers.
Government officials can use the information for economic development planning and
policy analysis of issues affected by an aging workforce.

As of 2007, the total population median age for the Northwest WIA is 39.44, slightly
lower than the statewide median of 39.85. The following map identifies the median age
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by county using thematic mapping, where a darker shade of gray indicates a higher
median age for that county:

Northwest WIA ||

\

Source: DecisionData , July 2008 . Based on 2007 estimates.

Forest (42.10), Venango (42.80), and Warren (43.86) Counties have the
highest median ages in the Northwest WIA. These counties may be most
affected by the aging workforce.

To demonstrate the pending population gaps that may exist in the Northwest WIA, the
following chart compares the percent population within 18 unique age groups in the
Northwest WIA for 2000 and 2007 and also projected values for 2012:

See Appendix A for population estimates and projections.
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It is apparent that the population in the Northwest WIA is aging, as indicated by the
circles on the chart. The percent of the total population comprised by younger
individuals between the ages of 5 and 19 is projected to be lower than ever by 2012.
Conversely, proportions are expected to reach new highs for older age groups,
specifically individuals in the age groups falling between 55 and 69, within the same
timeframe. Similar trends are seen across the state.

The population for younger age groups in the Northwest WIA is lower than
ever, while for older age groups it is higher. These trends are similar
statewide. Furthermore, the region is projected to have lower population
proportions relative to the region as well as i and maybe more alarmingly i
the state for individuals ages 35-39, 40-44, and 45-49, possibly indicating that
the impact of an aging workforce may be realized at an earlier time period
compared to the state overall. As of 2007, there were over 4,000 more
individuals ages 15-39 than ages 40-64 in the Northwest WIA. By 2012,
however, this difference is projected to drop to less than 500, which indicates
that the population is aging in the Northwest WIA. As the population and thus
the workforce ages, companies may struggle to meet hiring demands and
may have to compete for younger workers. Better wages, more flexible
schedules, and other incentives may have to be offered by businesses to
attract new, potentially younger workers. This may lead to an increase in out-
migration in the Northwest WIA, because workers may be more willing to
travel a greater distance to work for such incentives.

According to other estimates provided by Economic Modeling Specialists, Incorporated,
the ratio of the work-eligible population compared to the retirement-aged population (i.e.
individuals ages 15-64 compared to people over the age of 65) in the Northwest WIA as
of 2007 was approximately 4.3 to 1.0. By 2012, this ratio is projected to decrease to 4.1
to 1.0, and 3.5 to 1.0 by 2018, suggesting that the population over the age of 65 is
increasing at a faster rate than the working population in the Northwest WIA.

Further evidence of an aging population is presented through anticipated changes in the
population by various age groups in the Northwest WIA. Using the year 2002 as the
base period, the population of individuals between the ages of 15 and 44 is expected to
decrease by over 11% by 2018. Shockingly, there is a projected decrease of nearly
15% for people between 45 and 54 and an increase of nearly 19% for the retired
population (over the age of 65). Most alarming, though, is the 44% projected increase
for individuals ages 55-64. If these projections prove remotely accurate, the Northwest
WIA will experience a relatively large increase in older age groups.

Projected to 2018, the older population in the Northwest WIA is expected to
increase dramatically from 2002 estimates. Decreases of 11% for the 15-44
population and 15% for the 45-54 population harshly contrast the 44%
projected increase for the 55-64 population and the 19% increase for the
retired population (individuals over the age of 65).
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These changes in population are quite drastic indeed, especially for older individuals in
the Northwest WIA. It is certainly possible (based exclusively on provided population
projections) that within the next decade the number of people leaving the workforce will
exceed the number of people entering the workforce. Knowing that most jobs will
require some type of postsecondary education, it is assumed that individuals will not
start working until between the ages of 20 and 29. This assumption also considers that
a lesser percentage of individuals in the 15 to 19 age bracket will participate in the labor
market. Therefore, the population ages 20 to 29 will be considered potential entrants
into the workforce, while the population over the age of 65 will be considered potential
exits (retirements) from the workforce, even though individuals may retire before 65 or
participate to some degree after age 65.

As evidenced by the following chart, it appears that after 2012 the number of
potential retirees will increase at a faster pace than the potential number of
new admissions to the workforce. This may indicate that any new job
opening created in the Northwest WIA after 2012 will remain vacant without at
least leaving another job unoccupied if that position is filled. There simply
may not be enough workers to fill the existing jobs plus any new job
opportunities.  Of course, this does not take into consideration any
unforeseen advancement in technology or productivity that may lead to
workforce reductions, but the impact of the aging workforce is articulated
nonetheless.

The following chart shows the population in the Northwest WIA for individuals projected
to enter the workforce and those projected to retire from the workforce between 2002
and 2018:

See Appendix B for population estimates and projections.
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1}

After the year 2012, the number of potential retirees
from the workforce may increase at a faster pace than
the number of entrants into the workforce in the
Northwest WIA.
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By comparing percent increases in population with projected percent increases in job
openings’ in the Northwest WIA, it can be further emphasized why the aging population
is of great concern. The following chart demonstrates the percent changes in the
population in the Northwest WIA by age group and the percent increases in new jobs
and replacement jobs from 2002 to 2018 (Note: Using 2002 as the base year, each
data point represents the percent change of the respective category for the
appropriate year from its 2002 value):

! Job openings can be  broken down into two categories: jobs due to growth and jobs due to replacement.
Jobs due to growth are a result of new businesses opening or existing businesses expanding, referred to

as new jo bs. Jobs due to replacement are a result of existing positions becoming available as former
employees retire, are promoted, or leave the position for any other reason, referred to as replacement

jobs. The total number of job openings is the number of new jobs and replacement jobs combined. Job
openings estimates and projections are provided by Economic Modeling Specialists, Inc. (See Appendix B)
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From 2002 to 2018, the population in the 55-64 age group is expected to grow at a faster rate than the total number of job
openings.
2018. Replacement jobs are expected to have a greater rate of increase than new jobs, possibly resulting from a potential
increase in retirees within the next decade in the region.

However, the rest of the working-age population (ages 15-54) is expected to decrease between 2002 and
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From 2002 to 2018, new jobs are projected to increase by 11% and
replacement jobs by 32% in the Northwest WIA. This equates to a 43%
increase in total job openings within the next decade. The large increase in
replacement jobs can be attributable to several factors, but one of the major
possibilities may be retirement. This potential increase in the number of
retirees may be in direct connection with the aging workforce. Based on
these projections, the total number of job openings in the Northwest WIA is
expected to grow at a faster rate than the available number of workers in the
14-54 age group. This may present a situation for the Northwest WIA, where
there may be too many jobs available and not enough workers to fill them.
With this potential gap looming in the face of the Northwest WIA& economy, it
is critical for businesses to begin planning now for the aging workforce and
how to counteract potential massive losses in older, skilled workers.

Methodology:

This report is based on data provided by the Uni t ed St at es Census B
Longitudinal Employer-Household Dynamics (LEHD) program for the Northwest WIA.

The LEHD program is designed to provide Quarterly Workforce Indicators (QWIs) which

include employment, turnover rate, monthly earnings, job creations, job separations, net

job flows, and new hires that can be gathered by time period, geography, gender, and by

age group. Each Quarterly Workforce Indicator provides a critica | measure of an ar
economy, revealing changes in the performance of the local economy.

Quarterly Workforce Indicators (QWIs) analyzed in this report include:
employment, turnover rate, monthly earnings, job creations, job separations,
net job flows, and new hires.

The LEHDOGs dat ab saage redords inbtheiUhemplayrpeatinsurance (Ul)
system and information from state ES-202 data. The universe of Quarterly Workforce
Indicator data is Ul-covered earnings. Ul coverage is broad, covering over 90% of total
private-sector jobs.

Certain exclusions apply to Ul coverage. Exempted employment varies slightly from
state to state due to variations in state unemployment laws, but generally the prime
exclusions are agriculture and some parts of the public sector, particularly federal,
military, and postal works. Other exclusions include domestic workers, self-employed
non-agricultural workers, members of the Armed Services, some state and local
government employees as well as certain types of nonprofit employers and religious
organizations.

Three groups of older workers are emphasized in this report: the retirement group -
those who are currently likely to be receiving pension income (age 65 and older); the
preretirement group (age 55-64), and the approaching-retirement group (age 45-54).
Workers in the preretirement group are likely to collect pensions within the next 10
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years, and workers in the approaching-retirement group may begin collecting pensions
within the next 15 to 20 years.

The three age groups of workers analyzed in this report include: 45-54
(approaching-retirement group), 55-64 (preretirement group), and 65+
(retirement group).

All analysis is based on industries at the two-digit North American Industry Classification
System (NAICS) level. The time period is limited in this analysis due to the novelty of
the LEHD program; statistics are provided as average quarterly estimates for both
2001 and 2006. Changes in the demographics of the workforce, however, are still
apparent within the five-year time period.

Analysis is conducted for all two-digit NAICS (North American Industry
Classification System) industries using average 2001 and 2006 Quarterly
Workforce Indicator values.

Through the analysis of Quarterly Workforce Indicators (QWIs), these topics are
addressed in the following report:

o To what extent are age and each Quarterly Workforce Indicator (employment,
turnover rate, monthly earnings, job creations, job separations, net job flows, and
new hires) related?

0 What changes are occurring in the age composition of the workforce in the
Northwest WIA?

0 Which industries will be the most affected by the aging of the workforce?

o In what industries do older workers tend to work beyond retirement?

0 How stable is employment in the industries that employ retirement-aged
workers?

o0 How much do older workers in the Northwest WIA earn in industries that employ
retirees?

o0 Are there new job opportunities being created by industries with high levels of
retirement-eligible workers?

o How many older workers leave industries that typically employ retirees?

0 What are the net job flows for older workers in the Northwest WIA in industries
with high levels of workers over the typical retirement age?
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o How many new hires occur for older workers in industries where retirees hold
employment?

Please note that after identifying the industries that employ the highest proportion of
retirement aged workers, all subsequent analysis is based on those industries.

By understanding current levels of various Quarterly Workforce Indicators,
business executives, economic developers, decisionmakers, and workers
themselves can gain insight into how the local economy in the Northwest WIA
may be affected by an aging workforce.
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Relationships between Age and Quarterly Workforce Indicators:
See Appendix C for the values of each QWI within each age group.

Age plays a crucial role in determining levels of various Quarterly Workforce Indicators
(QWIs) for workers in an area. For example, turnover rates are often greater for younger
workers than older workers because younger individuals often work at several jobs
before finding their ideal career. Furthermore, as a result of more work experience,
wages typically increase as age increases. These are just two examples of workers in
different age groups having wide-ranging levels of QWIs, but differences are present
with most QWIs. The extent to which a change in age affects a change in a
particular QWI is important because without even knowing the specific level of
that QWI, industries can expect certain alterations to the dynamics of their
workforce based solely on the age composition of their employees.

A technique known as regression® will help determine which Quarterly Workforce
Indicators (QWIs) are greatly influenced by changes in age in the Northwest WIA.
Basically, regression calculations identify which QWIs have strong relationships to age.
Calculations are based on average 2006 data in the Northwest WIA. Using both linear
and quadratic regression techniques, the following chart demonstrates the R? (coefficient
of determination) values that determine the extent to which each Quarterly Workforce
Indicator is related to age in the Northwest WIA for 2006:

Coefficient of Quarterly Workforce Indicator
Determination | Employment Turnover Earnings Job Job New Net Job
Rate Creations | Separations Hires Flows
2
?Lix(?;f 0.12 082 | 053 0.22 0.16 039 | 071
2
(gugfj"’;!:ti) 0.68 096 | 0.86 0.72 0.81 080 | 076

As indicated by the regression calculations, turnover rate is most affected by a change in
age. The value of 0.96, for example, indicates that 96% of the variability in turnover can
be explained by the variability in age when using quadratic regression. This strong
relationship is seen in the following chart, where turnover rates decrease to an extent
and then increase as age increases, thus forming a parabolic curve:

2 Certain limitations exist when using this method with the available data. First, the age groups
are not uniform. The age groups included in the LED program are 14-18, 19-21, 22-24, 25-34,
35-44, 45-54, 55-64, and 65+. While disparities exist, a general relationship between age and a
Quarterly Workforce Indicator (QWI) can still be determined because the age groups are
increasing and do not overlap. Secondly, it will not be determined why there are stronger
relationships between age and certain QWIs and weaker relationships between age and other
QWIs. Regression calculations merely provide an indication of how changes in QWIs are the
result of an aging workforce.

The value of interest when using regression is the coefficient of determination, symbolized by R?.
This value determines the proportion of variability in a Quarterly Workforce Indicator that can be
explained by the variability in age (i.e. R? explains how much of the variability in the QWIs can be
explained by the fact that they are related to age).
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Turnover Rate vs. Age (2006)
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Source: U.S. Census LEHD Program, July 2008

Average monthly earnings, job separations, and new hires also demonstrated relatively
strong dependencies on changes in age. These relationships, however, were more
visible with the quadratic calculations as opposed to the linear regressions. This means
that the QWIs do not strictly increase or decrease as age increases (i.e. the graphs of
these QWIs are not straight lines). These QWIs follow a similar pattern to turnover i the
values will increase (or decrease) to an extent and then decrease (or increase) as age
increases, resulting in a parabolic (quadratic) curve.

Turnover has the highest dependency on age in the Northwest WIA.
Because turnover rates measure the stability of a workforce, this is not
surprising. Younger individuals often work at several jobs before settling on a
particular career, which causes a relatively higher turnover in younger age
groups. Furthermore, turnover rate incorporates retirement, thus causing a
workforce with a large number of retirees to have a relatively larger turnover
value. Both of these factors heavily influence the dependency of turnover on
age. Average monthly earnings, job separations, and new hires also
demonstrate fairly strong dependencies on age.

There is no guarantee that industries will experience the same patterns with respect to
each Quarterly Workforce Indicator and age. The regression calculations are based on
average quarterly estimates for the Northwest WIA across all industries. Each R? value
merely determines the variability in the QWI that can be attributed to the variability in age
(i.e. how dependent QWI is on age).
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Changes Occurring in the Age Composition of the Workforce in the Northwest
WIA:

See Appendix D for total employment by age group from Q1 of 2001 to Q4 of 2006.

The Northwest WIA can certainly expect to see significant changes in the demographic
characteristics of its workforce in the next two decades. Consequently, many
businesses will potentially lose a large number of skilled workers to retirement. The
labor market will encounter never-before-seen transitional issues even though some
workers may continue working past age 65, younger workers may fill many of the
positions left vacant by retirees, and some jobs may be phased out with improved
technology.

The first Quarterly Workforce Indicator that will be analyzed to clarify the looming effect
of the aging workforce is employment, the most fundamental statistic used in labor
market research. From quarter one (Q1) of 2001 to Q4 of 2006, the workforce in the
Northwest WIA remained fairly consistent. Most employment in the Northwest WIA is
comprised of workers of the age 14-44°, while relatively smaller proportions come from
older workers. The following chart shows the percent employment by age group in the
Northwest WIA over the same time period:

Average Annual Employment by Age Group (2E21D6)
Northwest WIA
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Source: U.S. Census LEHD Program, July 2008

Clearly, most employment in the Northwest WIA comes from workers of the age 14-44.
As of 2006 Q4, workers over the age of 45 comprise about 44 percent of the workforce
in the region, compared to 56 percent for workers 14-44. Significant employment,
however, does come from the approaching-retirement group (age 45-54) whose workers
are expected to retire within the next 15 to 20 years. The following chart shows the

3 The LEHD site provides data for workers ages 14-18, 19-21, 22-24, 25-34, and 35-44. Information for all
of these workers was combined to include all workers who do not belong to the older age brackets (i.e.
workers ages 14-44).
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average employment for workers in the age groups 14-44, 45-54, 55-64, and 65+ in the
Northwest WIA from Q1 of 2001 to Q4 of 2006:

Average Employment by Age Group (2001206Q4)
Northwest WIA
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4554
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Source: U.S. Census LEHD Program, July 2008

It is obvious that relatively younger workers consistently comprise most of the
employment in the Northwest WIA. A majority of the workers in the Northwest WIA (59
percent) were of the age 14-44 on average between Q1 of 2001 and Q4 of 2006.

What may not be apparent with these charts, however, is how the workforce has
changed dramatically since the beginning of this time period in the Northwest WIA.
While the proportion of employment contributed by workers of the age 14-44 has actually
decreased from 62% to 56%, the older age groups have shown positive changes. In
fact, between Q1 of 2001 and Q4 of 2006, the percent of employment for workers ages
45-54 and 65+ both increased by approximately 1%. Most importantly, though, the
preretirement group (age 55-64) demonstrated the greatest increase of 4%.

Trends in recent history show that employment by older workers in the Northwest WIA is
increasing. The 14-44 age group has decreased in total employment, while the older
age groups have all increased employment between Q1 of 2001 and Q4 of 2006.
Businesses need to begin preparing now for a large wave of potential retirees in the
coming years. This is evidenced by the following chart, which demonstrates the percent
increases in employment between Q1 of 2001 and Q4 of 2006 in the Northwest WIA
(Note: Each value is based on the percent change in employment from Q1 of 2001,
meaning all percent increases or decreases in employment refer to the change in
employment from Q1 of 2001):
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Percent Changes in Employment by Age Group from Q1 of 20
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Between Q1 of 2001 and Q4 of 2006, the number of workers over the age of 55 (age groups 55-64 and 65+)
increased at a rate far exceeding the 45-54 age group in the Northwest WIA. More importantly, though, the
younger age group (workers ages 14-44) experienced a decrease in the same time period. This clearly indicates
the aging of the workforce in the Northwest WIA.

Prepared by Central Pennsylvania W orkforce Development Corporation

Aging Workforce Analysis 1 Northwest WIA July 2008, Page 16




In the Northwest WIA, the number of older workers is increasing while the
number of younger workers is decreasing. Many businesses may suffer large
losses due to their employees retiring. The aging workforce is certainly a
cause for concern in the local economy.

Industries Most Affected by the Aging of the Workforce:

According to estimates provided by the Bureau of Labor Statistics, the Labor Force
Participation Rate* (LFPR) in the United States is projected to increase for older age
groups between 2005 and 2014, while a majority of the younger age groups are
forecasting a decrease. For individuals over the age of 65, the labor force participation
rate is projected to have the largest increase, indicating that people across the nation
may be more willing to work beyond retirement for various reasons in the future, all while
younger age groups may participate less in the labor force. A potential increase in
postsecondary enrolliment by younger individuals may delay participation in the labor
force. The following chart identifies the Labor Force Participation Rates by age group in
2005 and 2014 for the United States:

Age Year Change
Group 2005 2014

16-24 60.7% 59.1% -1.6%
35-44 83.6% 83.0% -0.6%
25-54 82.7% 83.5% 0.8%
45-54 81.4% 82.3% 0.9%
55-64 62.7% 65.2% 2.5%

65+ 14.9% 19.7% 4.8%

Source: U.S. Department of Labor, Bureau of Labor Statistics

Nationally, labor force participation rates are projected to decrease for
younger age groups and increase for older age groups. This may be an
indication of individuals being more willing for various reasons to continue
working past retirement age in the next decade.

Certain industries in the Northwest WIA will be affected to a greater extent than other
industries when baby-boomers enter retirement. Unless this loss in workers is offset by
new workers from outside the region, or from other local industries, industries with high
proportions of older workers are most likely to be affected by the aging of the workforce.
The following chart identifies which industries had the largest concentrations of
employment by workers ages 55-64 as of 2006 in the Northwest WIA:

See Appendix E for employment values by age group and by industry.

* Labor force participation rate is defined as the proportion of people working plus the number of
people looking for work divided by the total population in an area. While this rate does not
distinguish between those who are employed and those who are unemployed (i.e. looking for
work), it does give a baseline as to what proportion of individuals may be working 7 the higher
the labor force participation rate the higher the chances for more employment.
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To put this in perspective, within the next decade, the education industry
could expect to lose about 21% of workers slated for retirement, the
manufacturing industry could expect to lose approximately 17% of employees
preparing to retire, and health care & social assistance could lose 14%.
Together, these industries are facing the potential loss of almost 16,000
workers in the next decade. Education, manufacturing, and health care &
social assistance may be the most highly affected industries as a result of the
aging workforce.

On average, about 14% of all workers in the Northwest WIA are between the ages of 55
and 64. All industries identified in the chart above have higher-than-average proportions
for this age group, while other industries have lower percentages. These industries
represent those that will likely be most affected by an aging workforce because of the
high concentrations of preretirement workers (ages 55-64). In preparing for a large
wave of workers retiring, companies must have in place appropriate transition plans to
counteract any potential losses in their workforce.

Industries with high proportions of older workers will likely encounter the most problems
due to an aging workforce. Employees may retire from the labor force completely or
seek other jobs for various reasons, such as greater flexibility, higher wages, less
physical demand, et cetera, and take with them their valuable knowledge and skills.
Such industries must prepare for considerable losses through increased training of
younger workers and other potential employees to replace future labor force deficits due
to the aging workforce.

Many workers may choose to retire (ages 65+) but then seek part-time employment to
supplement their pension incomes. These individuals may find opportunities in
industries that employ relatively high proportions of the oldest workers. The following
industries employed the greatest percentages of workers over the age of 65 in the
Northwest WIA as of 2006:
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Industries with a High Percentage of Older Workers (2006
Top Industries Employing Workers 65+
Northwest WIA

Total Employment Provided for Each Indus

All NAICS Industries | 207 &i0e) 3.41%

|

Transportation & Warehousing [ /2 7.34%

Professional Services 6.98%

Wholesale Trade 5.87%

Real Estate & Rental and Leasir 5.63%

Other Services (except public admin 5.30%

Retail Trade 5.12%

Arts, Entertainment, & Recreation |2 /! 4.70%

Public Administration 4.37%

Source: U.S. Census LEHD Program, July 2008
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Individuals who delay retirement or choose to supplement retirement with
work may find the most job opportunities in industries that have high
proportions of workers over the age of 65. The retail trade and other services
industries employ high levels of workers beyond the age of 65. Combined,
these two industries employ over 1,500 individuals age 65+ in the Northwest
WIA. While it appears that older individuals may potentially find employment
in these industries, the nature of the job must be considered.

Al | other industriesd wor k4%of wokers oger the ageowimpr i sed ¢
64. This chart demonstrates that there is opportunity for workers who decide to work

beyond retirement in the Northwest WIA. Further analysis in this report will focus on

these industries to illustrate how the labor market may be affected in the future

with a large increase in workers ages 65 and over. This information is vital to not

only businesses but also to the workers themselves in deciding if they want to work

and/or where they want to work beyond retirement (i.e. which industry). All industries

will have to consider the need to employ older workers, whether pre- or post-retirement,

whether part-time or full-time, as a strategy to meet employment demand.

Where Older Workers Tend to Work beyond Retirement:

The next Quarterly Workforce Indicator of interest is the turnover rate. Turnover rates
for older workers in the Northwest WIA indicate the degree to which local businesses
need older workers within an industry. Turnover rate is defined mathematically as (1/2) *
(accessions + separations) / employment stable jobs. Accessions, which are basically
new hires, refer to the total number of workers who are employed by a business during
the current time period but not the previous time period. Separations are the total
number of workers who are employed in the current time period but not in the
subsequent time period (i.e. employed in the previous time period but not the current
time period). Employment stable jobs refer to the total number of jobs that are held for
the entire quarter.

Conceptually, turnover rates identify how many workers in a particular workforce/industry
are new over a certain time period. This QWI also describes the level of skills necessary
for jobs in an industry. Industries with high turnover rates typically require little need for
specialized skills and can often easily replace workers. These industries may also be
more likely to offer lower wages. Low turnover rates in an industry indicate that workers
are relatively skilled and/or not easily replaced. It is important to note that turnover rates
include retirement, therefore the trendline of decreasing turnover as age increases will
begin to reverse as individuals reach retirement age.

Stable Employment for Older Workers:

Turnover rates also measure the stability of jobs in an industry. By focusing on older
workers in the Northwest WIA, turnover rates can help determine which industries tend
to employ or retain older workers because of their specialized skill sets (often the result
of experience) that may be difficult to replace. Older workers may also work beyond
retirement age because of benefits and other advantages that are associated with the
job. Stable employment for older workers is more likely present in industries with low
turnover. The following chart shows the average turnover rate for workers in the
Northwest WIA by age group in 2001 and 2006:
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See Appendix F for turnover rate by age group and by industry

Average Quarterly Turnover Rate
Northwest WIA

| 11.2% 11.2%
E2001 @2006

7.6%

i

4554 55-64 65+ 14-99

Source: U.S. Census LEHD Program, July 2008

Turnover helps determine the need for specific skills in an industry and
measures job stability. Lower turnover may indicate a greater need for
specialized skills due to on-the-job training and higher job stability. From
2001 to 2006, changes in the local economy caused the turnover to decrease
for all workers. This decreasing trend was present for the 45-54 and 65+ age
groups, compared to the 55-64 age group which remained the same.

The average turnover rate for all workers in the Northwest WIA decreased from 11.2% to
9.3% between 2001 and 2006. Similarly, older workers in the area also experienced
decreases in turnover. Overall, because of decreases in turnover, the local economy
may be leaning towards jobs that require specific skills, employment is becoming more
stable, and/or a contracted economy offering fewer employment opportunities is causing
people to stay in jobs from which they may have otherwise separated.

Because turnover includes retirement, it is expected for turnover to be higher for the 65+
age group. It is important to note, though, that this age group has a lower-than-average
turnover rate in 2006 and experienced a significant decrease between 2001 and 2006.

The following chart identifies the average quarterly turnover rates for industries in the
Northwest WIA that have the highest employment proportions for workers ages 65+ as
of 2006:
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Average Quarterly Turnover Rate (2006)
Top Industries Employing Workers 65+

m4554 [0O5564 @65+ Northwest WIA

Average Turnover Rate Provided for Each Industry for All Wc

i 5-8% 5 gy 9
All NAICS Industries aild 9.3%
] 8.6%
_ _ 6.5%
Transportation & Warehousing 7|.3%8 200 8.2%
o 0
] . 6.6%._
Professional Services 7.4% 9.1%
]  9.3%
5.0%
Wholesale Trade 5.1% 7.2%
] 5.6%
Real Estate & Rental an 7.7% .
) 6.8% 11.1
Leasing I 6.1%
Other Services (except publi 8.2%
( ptp 7.5% 11.6%
admin.) | 7.9%
) 7.2%
Retail Trade | 6:2% g0 11.3%
H 0,

Arts, Entertamment, & 14.2% | 19.1% 0g.49 21.59%

Recreation |

. o . 4.2%
Public Administration 5.8% 5.5%
] 11.1%

Source: U.S. Census LEHD Program, July 2008

Aging Workforce Analysis 1 Northwest WIA July 2008, Page 23

Prepared by Central Pennsylvania Workforce Development Corporation



Most industries with high proportions of workers over the age of 65
demonstrate lower-than-average turnover for older workers compared to all
workers in that industry in the Northwest WIA.

Most industries have higher-than-average turnover rates compared to all NAICS
industries in the region for workers in each particular age group. Within each industry,
though, the turnover rate for older workers is typically lower than the average turnover
for all employees (ages 14-99). Because of this, older workers may not have to
complete any additional training to retain employment in industries or look for another
job. Lower turnover suggests that these industries offer fairly stable employment for
older workers and the types of jobs held by these individuals may require skills that can
only be attained through experience. Businesses with low turnover may choose to retain
older workers longer because younger employees may not be fully prepared to replace
those who retire or sever employment.

Low turnover is an important aspect to consider when analyzing the workforce within a
company. Businesses with low turnover rates, which may result from the relative
complexity of certain jobs, may experience the most trouble in replacing older
workers when they leave the labor force. These companies with relatively lower
turnover may provide the most stable work environments for older workers. (Refer to
Appendix F for turnover values.)

Earnings for Older Workers:

Average quarterly earnings is an important Quarterly Workforce Indicator to consider
when analyzing the aging workforce in the Northwest WIA. It has been suggested that in
the coming decades ol der wor kers may #Aretired in
continuing to work in another job in a less than full-time status. How much older workers
in the Northwest WIA can expect to earn is revealed by simply comparing average
monthly earnings across all industries. The following chart demonstrates the average
monthly earnings for workers in the Northwest WIA by age group in 2001 and 2006:

See Appendix G for average monthly earnings by age group and by industry.

Aging Workforce Analysis 1 Northwest WIA July 2008, Page 24

Prepared by Central Pennsylvania Workforce Development Corporation

t

he

sen.



Average Quarterly Earnings* by Age Grouj

Northwest WIA
$10,118 6 562 $9,909 2001 @2006
$9,046 %8,
$8,336
$7,31
$5,470
$4,679

e pd e '

4554 55-64 65+ 14-99

*Average quarterly earnings only include income from w

Source: U.S. Census LEHD Program, July 2008

Average quarterly earnings increased in the Northwest WIA between 2001
and 2006. Workers of the age 45-54 and 55-64 receive higher-than-average
quarterly earnings. NOTE: Average quarterly earnings only include income
from work.

Due to inflation, it is not unusual to have increased earnings for all age groups between
2001 and 2006. Furthermore, workers in the 45-54 and 55-64 age groups receive
higher-than-average quarterly earnings compared to all workers in the Northwest WIA.
This also is not surprising, since workers who have more experience in a particular
industry typically receive greater earnings than workers who have less experience.
Workers of the age 45-54 earn about 21% more in average monthly earnings than all
workers in the Northwest WIA, while the 55-64 age group receives approximately 19%
more.

The important aspect of this chart is that workers of the age 65+ receive average
monthly earnings of $5,470 as of 2006, which is approximately 34% less than the
average quarterly earnings for all workers in the Northwest WIA. This value may be a
result of workers employed only part-time. Many of these individuals may already
receive pension income but choose to work on a less than full-time basis to supplement
their income.

In order to focus on specific industries, the following chart identifies the average
guarterly earnings for industries in the Northwest WIA that have the highest proportions
of the oldest workers as of 2006:
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Average Quarterly Earnings for Older Workers (2006)
B 4554 [O55-64 @65+ Top Industries Employing Workers 65+
Northwest WIA
— 10,11
All NAICS Industries $9$50% 8
I $5,470 :
Transportation & Warehousing S
I 54,124 B
Professional Services I Sit790
) ] $4.885 $11,097
$11,970
Wholesale Trade 5510 $11.548
. $8,360
Real Estate & Rental and Leasir $7.621
I $3,667 ’
— $5,255
Other Services (except public admin.
I"$2,732 LD
— $6,805
Retail Trade '
T $3.362 $5,684
. ) — $5,748
Arts, Entertainment, & Recreation | $4.817
$4,120 "
. . . $9,742
Public Administration $8.414
I $3,556 ’

Source: U.S. Census LEHD Program, July 2008

Aging Workforce Analysis 1 Northwest WIA July 2008, Page 26

Prepared by Central Pennsylvania Workforce Development Corporation



Individuals who choose to work beyond retirement receive significantly lower
average quarterly earnings than workers of the age 55-64 in the Northwest
WIA. Earnings amounts do not include pension or social security, only wages
earned through employment. There is no distinction between part- and full-
time workers.

For workers in the retirement group (ages 65+), the manufacturing industry has the
highest average quarterly earnings of $10,232, but this industry is not one of the top

employing industries for this age group. About 2% of the manufacturing i ndustr ydés

employment comes from workers over the age of 64. This earnings value may be a
result of unigque high-paying occupations in the manufacturing industry (supervisors,
mechanical engineers, etc.). The other services (except public administration) industry,
which does have a high concentration of workers over the age of 65, has the lowest
value of $2,732. Of course, these statistics are for the entire industry, and individual
companies may offer varying salary structures. Nonetheless, workers who continue to
work beyond retirement might expect these levels of wages.

Employment Dynamics-Underlying Changes in the Workforce:
Job Creations:

Economic developers need to look beyond employment levels to understand how the
local economy is changing. The employment levels described earlier revealed only one
aspect of the labor force in the Northwest WIA. There could be dynamic changes
occurring in an individual company or across an industry even though employment has
remained fairly stable. Company executives and policy-makers must be aware that
enormous change can be taking place in the underlying numbers. These underlying
changes arereferredt o as fAj ob creationso and Ajob

Job creations are new jobs created in the Northwest WIA either by new businesses
opening or by existing firms adding new jobs. By focusing on this Quarterly Workforce
Indicator, it can be determined which industries are creating job opportunities and how
those jobs are being filled by different age groups, specifically the older age groups.

It is important to distinguish between jobs created for specific age groups and job
creations filled by specific age groups. This analysis looks at the latter and in no way
suggests that industries are engaged in any discriminatory practices by focusing on
hiring certain age groups.

The following chart demonstrates the average number of jobs created for all workers in
the Northwest WIA by age group:

See Appendix H for job creations by industry and by age group.
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Average Quarterly Job Creations by Age Grou
Northwest WIA
13,366
11,942
2001 @2006
1,219 1,257
490 492
4554 55-64 65+ 14-99

Source: U.S. Census LEHD Program, July 2008

Job creations are new jobs created either by new businesses opening or
existing firms adding new jobs. The number of job creations in the Northwest
WIA decreased between 2001 and 2006 for all workers. Job creations for
workers ages 45-54 decreased during this time period while remaining stable
for the 55-64 and 65+ age groups. Of the total reduction of 1,400 job
creations, about 70% occurred for workers under the age of 45. Overall, the
number of individuals hired for newly created jobs decreases as age
increases.

Overall, new jobs created in the Northwest WIA are filled by workers in each age group.
It is evident, though, that it is less likely for a new job to be filled by workers in the older
age groups. In 2006, about 20% of all job creations were filled by workers ages 45-54,
11% by the 55-64 age group, and only about 4% by the oldest workers. Who fills the
new job may be a function of the type of job and what duties are necessary, the industry
in which it is, pay, etc., as well as the interest, need and motivation of the individual to
accept employment.

The following chart shows the average quarterly job creations for the industries
employing the greatest proportions of older workers (65+) in the Northwest WIA as of
2006:
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Average Quarterly Job Creations (2006)
B4554 005564 m65+ Top Industries Employing Workers 65+
Northwest WIA
. . 100
Transportation & Warehousing 61
T
Professional Services %
B I o5 56
84
Wholesale Trade ?
13
. 24
Real Estate & Rental and Leasir mﬁ
6
. . . 143
Other Services (except public admin. 66
T3>
. 256
Retail Trade
I 62 142
. . 80
Arts, Entertainment, & Recreation == 56
I
. - . 48
Public Administration 5
20
. 16
Minin
g E 0 5
. 22
Agriculture E 10
6
Source: U.S. Census LEHD Program, July 2008
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Industries that have high proportions of employment by workers over the age
of 65 and high levels of job creations may offer the most job opportunities for
individuals who choose to work beyond retirement. Retail trade has the
highest levels of job creations for each older age group.

Individuals who wish to work beyond retirement may consider these industries for
employment. Not only do these industries already have a high proportion of workers
beyond the typical retirement age, but they also have demonstrated high levels of new
jobs being filled by older workers. This is most evident by the retail trade industry, which
has the highest value for each age category.

Job Separations:

Job separations represent the total number of workers employed by a company within
an industry in the current quarter, but not in the following quarter. This Quarterly
Workforce Indicator determines which workers (i.e., younger or older) are leaving jobs
and which industries workers are leaving. Job separations may occur for a variety of
reasons, including retirement, transition to other employment or the actual elimination of
a job by a company within the specified industry.

This analysis looks at job separations in general, regardless of the cause, and in no way

suggests that industries are engaged in any discriminatory practices by focusing on
reducing employment for workers in certain age groups.

The following chart identifies the average number of job separations in the Northwest
WIA for all workers by age group:

See Appendix | for separations by industry and by age group.
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Average Quarterly Separations by Age Grou
Northwest WIA

m 2001 @2006

6,178

4912
: 3,018
t'7ﬂ7ﬂ71'155

45-54 55-64 65+ 14-99

Source: U.S. Census LEHD Program, July 2008

Job separations represent the total number of workers employed within an
industry in the current quarter, but not in the following quarter. For all workers
in the Northwest WIA, the number of job separations decreased between
2001 and 2006, a trend shared by each older age group, suggesting that a
larger number of older workers are staying at their current jobs, employers
are retaining more of these workers, or there are less job opportunities.

It is not surprising that the 45-54 group has higher job separation levels than the 55-64
and 65+ groups. Because this age group comprises a larger percentage of employment
in the Northwest WIA, when a company decides to cut a job, there is a higher probability
of that job being occupied by a person within the 45-54 age group than the other older
age groups.

Similar to the job creations, the number of job separations decreases as age increases.
For 2006, about 14% of all job separations were due to the 45-54 age group, 8% by
workers ages 55-64, and about 3% by the oldest workers in the Northwest WIA.

The following chart identifies the average quarterly jobs separations for the industries
that employ the greatest proportions of older workers (65+) in the Northwest WIA as of
2006:
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Average Quarterly Separations (2006)
B4554 [0O5564 @65+ Top Industries Employing Workers 65+
Northwest WIA
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. 532
Retail Trade F 7 290
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o
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Source: U.S. Census LEHD Program, July 2008
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Retail trade has relatively high levels of job separations for older workers in
the Northwest WIA. Many older individuals may supplement existing forms of
income by working in this industry, especially during holiday seasons and
other times of the year when extra money is needed. The fact that this
industry has the highest nominal value of workers 65+ (1,188) also
contributes to the high levels of job separations.

Among the industries that have the highest proportions of workers ages 65+, retail trade
has the highest levels of job separations (and job creations) for older workers in the
Northwest WIA. With the forthcoming shortage in workers, industries with high levels of
job separations will struggle to maintain their current levels of employment. This is due
to the fact that there will be an overall deficit in the workforce, and older workers have a
tendency not to continue employment in industries with high levels of separations.

Net Job Flow:

Net job flow® is another Quarterly Workforce Indicator that can be used to study the
aging workforce. Net job flow is calculated as the difference between current and
previous employment in an area and determines which industries are expanding or
contracting employment. By looking at net job flows, it can be determined which
industries in the Northwest WIA are creating new job opportunities or restricting job
possibilities and how these activities influence various age groups, specifically older
workers.

While net job flow is simply the change in employment, it cannot be distinguished if
decreases in employment (i.e. negative net job flows) are due to companies reducing
employment or workers leaving for various reasons (e.g. retirement, another job, et
cetera), or if increases in employment (i.e. positive net job flows) are due to companies
expanding employment or new individuals entering employment. It is important to note,
though, which industries demonstrate positive net job flows, especially for individuals in
older age groups. A positive net job flow for older workers indicates an increase in
employment over a certain time period, which may be the result of incumbent workers
advancing into a new age bracket or the industry hiring older workers. In either case,
these industries may offer stable employment for older workers and/or possible job
opportunities.

In the Northwest WIA for 2006, net job flows represented an average quarterly increase
of 58 jobs for workers ages 45-54, an average loss of 344 jobs for workers ages 55-64,
and an average loss of 170 jobs for workers ages 65+. These negative values could be
solely a reflection of normal retirement activity, or older workers in the Northwest WIA
may not possess the educational (especially technological and computer-based) skills
necessary to compete for the types of new jobs being offered by various companies,
thus causing negative net job flow for older individuals. Overall, net job flow represented
an average increase of 1,440 jobs for all workers in the Northwest WIA.

® Because employment, job creations, and job separations are presented as average quarterly
estimates, these values do not sum exactly to the value of the provided net job flow.
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It is important to distinguish between net job flow resulting from individuals belonging to
specific age groups and net job flow resulting from the nature of the job even if the job is
typically held by individuals in certain age groups. This analysis looks at the latter and in
no way suggests that industries are engaged in any discriminatory practices by focusing
on hiring certain age groups.

The following chart identifies the average quarterly net job flows for industries that have
the highest proportions of workers ages 65+ in 2006 in the Northwest WIA:

See Appendix J for net job flows by industry and by age group.
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Average Quarterly Net Job Flows (2006)
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While net job flow was positive for all workers in the Northwest WIA in 2006, it
was negative for the 55-64 and 65+ age groups. This indicates that the
region is restricting job opportunities for these older workers. The retail trade
industry, which has demonstrated relatively higher levels of job creations and
job separations, has negative net job flows for these age groups as well.

Retail trade, an industry shown to have high levels for both job creations and job
destructions, exhibits a negative net job flow for the 55-64 and 65+ age groups. This
indicates that this industry does not maintain its workforce for older workers (i.e. it
restricts employment opportunities). It is important to consider the idea, though, that this
industry may be seen merely as a transition between jobs for older workers or as a
limited time supplemental employment and not as a permanent solution.

Industries Hiring Older Workers:

The final Quarterly Workforce Indicator that will be discussed is new hires. New hires
represent the total number of workers in a company that were not employed by that
employer during the previous four quarters. Of course, the value of this QWI is
dependent on all employers reporting new hires promptly. By analyzing new hire data, it
can be determined into which industries older workers are often hired. Industries that
traditionally employ higher proportions of older workers may be forced to explore other
options to meet hiring needs when the labor force drops in the future. Industries that do
not traditionally hire younger workers may have to consider doing so as a mechanism for
maintaining and expanding jobs.

In 2006 for the Northwest WIA, there was an average of 29,000 quarterly new hires.
Approximately 12% was for workers 45-54, 5% for the 55-64 age group, and 2% for
those over age 64. Age clearly impacts the number of new hires. This does not suggest
that age prevents potential new hires from employment, but it may show that there are a
lower number of older workers looking to be hired.

The following chart demonstrates the average number of quarterly new hires for
industries that employ the greater percentage of workers ages 65 and over in the
Northwest WIA for 2006:

See Appendix K for new hires by age group and by industry.
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Northwest WIA

Quarterly New Hires (2006)
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