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Foreword
The entire world is getting older. Increased longevity and decreases in
fertility rates are creating vast demographic shifts in all of our countries, and
challenging our leaders to rethink traditional structures of retirement, work,
and social insurance programs.
As countries begin to adapt to changes in their
population structures, it is becoming increasingly
clear that policy debates and ideas for addressing
such changes do not stop at national borders—we
can learn tremendously from each other. One such
area ripe for exchange is how the demographic
changes are affecting the global workforce and
how companies and governments are adapting
employment and social policies to maintain
competitiveness and productivity in the face of
shrinking labor markets and the potential loss of
experienced workers.
I am pleased that AARP is contributing to this
global dialogue by releasing the International
Profit from Experience study, which breaks new
ground by examining multi-stakeholder views
across the G7 countries on the aging workforce.
Demographic projections are clear. In 1996, 30
percent of the G7 population was aged 50 or over.
With a steadily rising older population, this figure
had increased to 35 percent by 2006, and by
2016 it will rise to 39 percent. At the same time,
the proportion of citizens that are of traditional
working age—15 to 49 years—will fall from 51
percent in 1996 to 45 percent of the G7 population
in 2016, and workers aged 50+ will grow from 30
percent to 39 percent.

to retirement. While the impact of this trend
will vary among industries and countries, many
employers will be able to avoid the talent drain by
encouraging today’s 50+ workers to remain in the
workforce longer.
The good news is that many employees across the
G7 countries want to continue working later in
life and can continue to be productive members of
the workforce if given the right opportunities. The
study indicates a variety of reasons why workers
wish to remain in the workforce. Top reasons
include staying productive, remaining physically
or mentally active, ensuring their financial
stability, and opportunities to work in new
capacities. This study also shows that employees
are searching for attractive opportunities that
will convince them to remain in the workforce,
and employers who offer the right set of benefits,

Lurking behind these statistics lay enormous
challenges and opportunities for governments and
employers. Many analysts are predicting growing
labor shortages in tomorrow’s workforce, and some
employers are already facing this problem. Some
companies face the near term risk of losing many
qualified, experienced, and knowledgeable workers
Perspectives of Employers, Workers and Policymakers in the G7 Countries on the New Demographic Realities
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career opportunities, and work environments will
be more successful in attracting and retaining 50+
workers and maintaining a talented workforce in
the face of an aging population.
Responding to the changing nature of the
workforce, however, is not just the responsibility of
employers, but also of governments and individuals.
Governments must work to ensure that regulatory
and public policies are aligned to promote and not
discourage the continued employment of older
workers, and individuals will need to change their
attitudes and traditional assumptions about work
and retirement in order to create intergenerational
and cohesive work environments.
Many forward-looking companies and
governments around the world—some featured
in this study—are recognizing the vast human
capital of the 50+ worker by implementing policies
that allow people to remain in the workforce and
contribute positively beyond traditional retirement
years. Some organizations have conducted
sophisticated demographic analyses of their

working and companies to create attractive
opportunities that promote their employment.
At the same time, many individuals are changing
attitudes toward continued work and shredding
negative stereotypes about older workers.
While change is beginning to occur on all fronts
to prepare for an aging workforce, there is still
much work to be done across the G7 countries.
Most companies are aware of critical changes
being brought by demographic shifts, but they
are at different stages of analyzing the impact
and taking preparatory steps to address these
future workforce challenges. A select set of model
companies are taking action. They have fully
analyzed the future impact on their workforce
of an aging population and have implemented
comprehensive human resource policies to attract
and retain 50+ workers. Others are aware of the
challenges, but have been slower to respond. The
same is true for governments. Some countries
face more critical demographic conditions because
their countries are aging at faster paces, and while
some have been proactive in responding, others
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workforces, some have implemented flexible work
policies, and others have redesigned workplaces to
make work less physically strenuous.
Some governments have launched public
information campaigns to change attitudes about
older workers, and have implemented innovative
public policies to encourage individuals to continue
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have taken only small steps to prepare. Changes in
attitudes and perceptions are also occurring, but
to varying degrees. While many people across age
groups and countries view older workers as
positive contributors to the workplace, many report
that older workers are not viewed positively by
their organizations, and employees still see age
discrimination as a barrier to continued employment.

The International Profit from Experience study,
prepared for AARP by Towers Perrin, presents
employee and employer responses and attitudes
toward the aging workforce. It also provides
overviews of the public policy responses and
demographic situations in the G7 countries, and
shows through best practices and case studies how
to develop and implement effective strategies for
retaining and recruiting workers 50+.
By increasing our understanding of how
demographic change in the workforce will
impact business and society, and by viewing
workers 50+ as a solution to meeting future
workforce needs, companies and economies
can maintain competitiveness in the changing

global marketplace. I believe you will find this
study useful in planning long-term policies
and strategies for meeting the new realities of
demographic change in the workforce. AARP is
involved in a number of activities to promote older
workers. If you have any questions, comments or
ideas, we would be pleased to hear them from you.
Sincerely,

William D. Novelli
Chief Executive Officer, AARP
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Executive Summary | AARP Profit from Experience
The fact that societies in the developed world are aging is a well-known dynamic
that has been the subject of many studies and articles. To see how the world’s leading
economies are responding to this dynamic and, more importantly, how well-prepared
they are to address the challenges and exploit the opportunities posed by continuing
demographic changes, AARP asked Towers Perrin to conduct a comprehensive study
of aging workforce issues in the countries that make up the Group of Seven: Canada,
France, Germany, Italy, Japan, the United Kingdom and the United States.
Combining an analysis of workforce and
population demographics with a review of the
public policy response to date and new research
into the views and concerns of both employers
and employees in the G7 countries, the study
provides important new insights into the potential
implications of today’s aging workforce. These
insights are critical both for policymakers and
employers in the G7 countries, as well as for
companies worldwide that will need to compete
for talent in a global labor market that is rapidly
being transformed by powerful demographic,
technological and other forces. (See “About the
Study”, right, for more on the research methodology.)
The study breaks new ground by exploring how
three key stakeholders in the G7 countries are
responding to the aging workforce dynamic:
➜ Governments, which need to ensure that
they are economically competitive and that
the social welfare benefits they provide are
financially sound.
➜ Employers, who in light of the declining
proportion of younger workers and
projected shortages of skills in key areas,
will increasingly need to turn to mature,
experienced workers to gain and maintain a
competitive advantage.
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➜ Employees themselves, who are living longer
and healthier lives and increasingly are
more open to working beyond the traditional
retirement ages both because they want to stay
active and need to work to support themselves
and their dependents.
While the interests of these three groups are
complex and reflect varying points of view,
it is nevertheless critical to understand these
perspectives from a more holistic point of view
to help shape solutions that best meet the needs
of all three. Countries and companies that are
ahead of the curve have the opportunity to tap the
unrealized potential of today’s maturing workforce
and reinvent past notions of work and retirement.
Those government and business leaders recognize
that traditional views of retirement, older workers
and aging are changing and that significant
competitive advantages arise from a growing pool
of knowledgeable and seasoned talent. Employees
themselves—fitter and more creative at age 50,
60 and beyond than any prior generation—are
recasting their relationship with work to more
closely match their evolving personal needs.
While this research found both commonalities and
significant differences among the G7 countries
on aging workforce issues, overall it points to the
inescapable conclusion that labor markets in the
world’s most highly developed economies seem

Executive Summary | AARP Profit from Experience

certain to favor sellers of talent (i.e., employees)
more than buyers (i.e., employers) for the
foreseeable future. The study also suggests that, in
a global seller’s market for talent, the countries and
companies that are best positioning themselves
to compete are those that are investing the time
today to understand the coming challenges
and laying the groundwork for seizing future

opportunities—one of the biggest of which is
redefining both the employees’ and employers’
notion of how and when a career evolves and
transitions to retirement.
This Executive Summary provides an overview of
the research and highlights of the key findings.
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Conducted in early 2007 by a global
team of consultants in Towers Perrin’s
HR Services business and AARP, the
findings presented in this report were
drawn primarily from the following
sources:
➜ Previously published research: To provide a
snapshot of current and projected demographic
and labor market trends in the G7 countries, the
study team conducted an extensive review of
previously published research by organizations
including the International Labor Organization,
the United Nations, the Organization for
Economic Cooperation and Development, U.S.
Bureau of Labor Statistics and others. Much of
this information is presented in Section 1 and
Section 2 of the report.
➜ Insights from local experts: The study team
relied on senior Towers Perrin consultants in
each of the G7 countries for background on
how each country’s government has responded
in policy terms thus far to aging workforce
issues and for the latest insights and updated
information on further changes now under
consideration. This information that sets the
context for employer and workforce change can
be found in Section 2 of the report.

➜ New employee research: To understand the
employee viewpoint on aging workforce issues,
Harris Interactive was retained to conduct a
new survey using a random sample pulled from
their online panel of working people in the G7
countries. More than 8,200 workers responded
to the survey—over 1,000 in each G7 country.
The survey respondents represent a statistically
valid sample of the workforce in midsize and
large organizations in the G7 countries. The
results of this employee research can be found
in Section 3 of the report.
➜ Interviews with selected employers: To gain
the employer perspective, the study team
interviewed human resource (HR) professionals
in 36 organizations across the G7 countries.
Many of those interviewed were senior HR
leaders, and their organizations range from
small to very large in a wide range of industries
as well as the government sector. AARP and
Towers Perrin thank these individuals who
gave so generously of their time and their
insights. (For a complete list of the organizations
where HR leaders were interviewed, see the
Appendix.) Results of the employer interviews
are presented in Section 4 of the report.
All sources of information are noted in the body of the
report or in footnotes.
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Current demographic trends point to
significant—and widening—talent gaps in
many G7 countries. Aging populations and
the “graying” of the workforce are hardly new
discoveries, but the expected magnitude of
these demographic shifts remains noteworthy.
The combination of longer life expectancies and
lower birth rates across the G7 countries means
that today’s workforce is older than ever before,
and the leading edge of the massive baby-boom
generation born in the years immediately
following World War II is now closing in on the
age at which recent generations have retired.
Ten years ago, just 30% of the G7’s population
was age 50 or older. Ten years from now,
the figure will be approaching 40%. Equally
important: the percentage of the G7’s population
in what has traditionally been viewed as the
prime working years (ages 15 to 49) will decline
from 51% a decade ago to just 44% a decade
from now. If workers age 50+ today do, indeed,
leave the workforce en masse over the next
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five to 10 years, significant talent gaps seem
certain in some or all of the G7 countries across
a range of industries. Surges in immigration or
productivity that would be sufficient to offset
the expected talent exodus seem unlikely.1
Of course, the labor market impact of today’s
demographic forces will play out somewhat
differently in each G7 country. In fact, the
size of the labor force is projected to continue
growing in four of these countries, albeit very
modestly in Germany, while Japan’s population
and workforce has been declining since 2006
(see Exhibit ES.1.) While some of these countries’
labor markets are stronger than others,
employers in every G7 country face growing
competition for talent and, with it, the likelihood
of significant upward pressure on labor costs.
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Around the world, people today continue to retire
at around the same ages as they did in 1970. As
shown in Exhibit ES.2, labor force participation in
the G7 countries for people age 50 to 64 ranges
from 51% in France to 72% in Japan and drops
to a range of 2% to 20% after age 65. The level
of participation at the oldest ages varies greatly
around the world, with the highest level in Japan,
followed by the U.S., Canada, Germany and the
U.K. The post 65 numbers have dropped from the
levels of labor force participation in 1970 but have
stabilized or started to increase since 1996. These
increases may continue given continued health
improvements, pension benefit reductions, and
increased demand for older workers.
While people continue to exit the labor market in
the “traditional” retirement zone, life expectancies
are increasing. As an example, the average male
age 65 retiring in 2001 will spend 16 to 18 years
in retirement, versus 13 to 15 years on average
for those who retired in 1980. This trend raises
significant questions with regard to the economic

feasibility of early retirement and whether
individuals, employers and governments have
sufficient assets to fund such extended retirements.
While the OECD and other organizations that have
studied these issues have identified a number of
possible approaches for addressing the coming
demographic shifts—including enhancing
productivity, increasing the number of women
in the workforce and encouraging population
growth via immigration or higher birth rates—the
approach that appears to offer the most immediate
impact and numerous social and economic benefits
is increasing the labor force participation of
mature workers.
However, while increased labor force
participation among the age 50+ segment offers
multiple benefits, it also poses a number of
financial, policy and cultural issues. Realizing the
benefits of this approach will require continuing
changes on the part of governments, employers
and employees, including reducing barriers to job
mobility for employees later in their careers.
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➜ Providing incentives—both positive and
negative—for employers to hire and
retain mature talent. Examples include age
discrimination laws, legislation to discourage
early retirement, subsidies for hiring older
workers, state-financed training and retraining
programs, and information campaigns to
build awareness on mature workforce issues.
➜ Amending their pension laws and social
security programs to increase minimum
retirement ages, reduce early-retirement
benefits (especially at younger ages), improve
pension plan funding and/or create new
incentives for defined contribution retirement
plans that encourage workers to share more of the
responsibility for financing their own retirement.
➜ Implementing macro supply policies that
aim to augment the labor force through
immigration, productivity measures to boost
personal skills, technology and innovation,
and efforts to increase birth rates.
Despite these actions, there are wide gaps between
the G7 countries in terms of their readiness to
adapt to the likely labor market implications of
their aging populations in the decades ahead.
Three of these countries (Canada, the U.K. and the
U.S.) are relatively well-positioned today for this
evolving environment and two (Italy and Japan)
will need to put more focus on the issues, while
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the turnaround is already under way in the other
two (France and Germany). Exhibit ES.3 provides a
high-level overview of where each of the G7 labor
markets currently stands.
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The G7 countries vary widely in how
well prepared they are to address aging
workforce issues. Just as their demographic
and expected labor market challenges vary
widely, so, too, does the social, legal and
political readiness of each country. Every one
of the G7 governments has been taking some
action in anticipation of current demographic
trends in recent years, most commonly:
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Canada, the U.K. and the U.S. are generally wellpositioned because they have fewer demographic
and labor market challenges and have more
supportive policies in effect regarding the
aging population. In Germany and France, the
turnaround is well under way, thanks to farreaching changes recently implemented and
apparent political commitment to seeing these
changes through. In Italy and Japan, by contrast,
more focus is still required because these countries
face the toughest demographic challenges of any
of the G7 countries—rapidly aging populations,
growing longevity and anemic birth rates.
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Today’s older workers can help meet G7
employers’ critical talent needs in the years
ahead if business and government leaders work
in concert to drive the continuing workplace,
programmatic and societal changes needed to
support an aging workforce. The new survey of
more than 8,200 working men and women across
the G7 countries found many 50+ workers ready,
willing and able to continue working longer than
previous generations, although employers will
need to compete thoughtfully and aggressively if
they hope to attract and retain these experienced
workers. This new research suggests that:
➜ The near-term potential exodus of 50+ talent
should not be underestimated, as 41% of the
50+ employees surveyed expect to retire in the
next five years and another 18% may retire
(see Exhibit ES.4).
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➜ Employers seeking to recruit or retain this
mature talent face a range of challenges,
both related to organizational culture (e.g.,
lingering perceptions of age bias) and to the
fact that older workers tend to be motivated
by the desire to learn, try new things and stay
mentally and physically active almost as much
as they’re motivated by financial needs.

➜ This talent won’t disappear from the labor force
entirely, since well over a third of the 50+ workers
surveyed expect to continue working in some
capacity in retirement—most likely part-time for
new employers (see Exhibit ES.5 and ES.6).
➜ The pool of talent represents a significant source
of value in today’s increasingly knowledge-based
economy by virtue of older workers’ experience,
industry and organizational knowledge,
engagement, customer focus and work ethic—in
fact, older workers’ contributions are viewed
positively across all of the age groups and
countries surveyed.

:m]^W^i:H#*

➜ The right workplace policies and programs—
especially more flexible working arrangements
and continuing opportunities for learning
and growth—can play a major role in making
organizations more attractive and fulfilling for
a mature workforce and, thus, help employers
keep the talent pipeline full.
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➜ There are a number of key gaps in the programs
that employers are offering versus what
employees view as important in supporting
key needs with regard to working past the
traditional retirement age. The gaps include
additional opportunities for telecommuting,
appropriate financial compensation for retention
and equitable treatment within the pension
programs (see Exhibit ES.7). In addition, only 30%
of employees in the G7 countries believe that their
employer has well-defined policies to encourage
continued employment of mature workers. This
ranges from a high of 35% in the U.S. to a low of
7% in France and 13% in Germany and Italy.
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Employers across the G7 countries
are beginning to lay the fundamental
groundwork to position their organizations
for success in today’s dynamic labor
markets. Interviews with 36 human resource
executives in organizations large and small
across the G7 countries reveal that most
employers are already taking some steps
to position themselves for this intensifying
talent competition, and some are pioneering
comprehensive approaches designed to create
more inclusive—and engaging—working
environments for employees across the board.
These interviews confirm not only that “best
practices” for attracting, retaining and engaging
the aging workforce are beginning to emerge,
but that a few organizations are taking the

¹ <ddY i]^c\h[dgVcdkZg"*%
ldg`[dgXZVgZ\ddY[dgVaa
d[i]Zldg`[dgXZ#6\ZY^kZgh^in
^hi]Z`Zn#º
8VgdaZHb^i]!Egd\gVbbZBVcV\Zg[dg6\Z9^kZgh^in
CVi^dcVa=ZVai]HZgk^XZh:beadnZgh!AZZYh!Jc^iZY@^c\Ydb

lead in terms of transforming themselves to
compete in this new environment. (For more
details of these interviews, including in-depth
case studies of employers in each G7 country,
see Section 4 of this report.) More specifically,
these employer interviews suggest that:
➜ There is virtually universal recognition
among G7 employers that significant
demographic changes are rapidly
approaching, although some organizations are
currently feeling more pressure than others to
address aging workforce issues.
➜ Employers generally accept that older workers
offer substantial value in the workplace,
although they do have some concerns about
cost, health issues and the ability of mature
workers to change and adapt, particularly to
new technology.
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➜ Most employers have begun to focus on the
potential implications of likely baby-boom
retirements, and many are now piloting
or implementing various initiatives to
enhance retention and/or recruitment of
older workers—most common are efforts to
rehire retirees and offer more flexible working
arrangements (see Exhibit ES.8).

¹ JcYZgG78¼he]VhZYgZi^gZbZci
egd\gVb!Za^\^WaZZbeadnZZhXVc
X]ddhZidldg`Z^i]Zgi]gZZdg
[djgYVnheZglZZ`[dgVeZg^dY
d[i^bZeg^dgidgZi^g^c\#º
CdgbVIdbWVg^!HZc^dgBVcV\Zg!9^kZgh^inVcYLdg`[dgXZ
Hdaji^dch!G78!Idgdcid!8VcVYV

➜ Despite the many differences in the
organizations and countries studied, the
growing sense of urgency about workforce
demographics is giving rise to a fairly
consistent set of approaches and best practices
that are helping employers better compete for
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?d]ccVIdghdcZ!HZc^dgK^XZEgZh^YZci
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talent in today’s challenging environment. The
top eight that appear to hold the most potential
for success in organizations that have taken the
lead on aging workforce issues are:
1. Offering maximum work flexibility—
whether time-based, location-based, via
specified employment contracts or under
“phased retirement” arrangements—to respond
to the changing needs of the workforce not
only in the later years but at all stages of the
employment lifecycle.
2. Creating healthier work environments—
Employers are seeing the value in ensuring
that there are opportunities to work in jobs
that do not have overtime or on-call provisions,
creating more ergonomic working conditions
and providing additional access to health
promotion programs. Programs of this nature
are a benefit not just to mature workers but
throughout the organization.

6cdc^bVEZigda^>iVa^Vc^!>iVan!
XgZViZYVigV^c^c\egd\gVbdc
V\ZY^kZgh^inl]ZgZeVgi^X^eVcih
ldg`ZYid\Zi]ZgidYZkZade
VXi^dceaVchVcYhdaji^dchidVcn
\ZcZgVi^dcVaWVgg^Zgh#

5. Conducting ongoing employee research to
better understand what drives the behaviors
of employees at all ages, responding to
ongoing changes in employee perceptions
and needs, and measuring the effectiveness
of organizational investments in rewards and
other workplace programs.

3. Asserting visible leadership on the issue—
by articulating a clear business case that

9ZjihX]Z7Vc`!<ZgbVcnXgZViZY
ViVh`[dgXZ[dgV\ZY^kZgh^in
l^i]egdb^cZciaZVYZgh]^e
gZegZhZciVi^kZh#
assesses specific workforce benefits and
strategies to mitigate risks and identifies
the business rationale for organizational
investments to give leaders a strong platform
from which to champion and drive change.
4. Training managers to recognize the unique
needs and aspirations of different employee
groups and equipping them to manage and
lead in today’s increasingly multigenerational
workplace.
EZgheZXi^kZhd[:beadnZgh!Ldg`ZghVcYEda^XnbV`Zgh^ci]Z<,8djcig^Zhdci]ZCZl9Zbd\gVe]^XGZVa^i^Zh
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¹ 6:DCXdcYjXiheZg^dY^XZbeadnZZ
hjgkZnhid WZiiZgjcYZghiVcYi]Z
cZZYhVcY^ciZgZhihd[^ihV\^c\
ldg`[dgXZ#º
@^ndh]^LVYV!=jbVcGZhdjgXZh"8]^WV"h]^
6Zdc

6. Proactively managing organizational culture
and implementing targeted change initiatives
to debunk stereotypes, empower innovative
thinking and create a clear performance
orientation throughout the workforce.

¹ I]ZC=H^hldg`^c\idX]Vc\Z
Vii^ijYZhVWdjibVijgZldg`Zgh
i]gdj\]igV^c^c\!VlVgZcZhh"
gV^h^c\XVbeV^\chVcYV[dXjh
dcXdci^cjVaangZÄc^c\VcY
egdbdi^c\i]ZWjh^cZhhXVhZ
[dgdaYZgldg`ZghVcY
^ciZg"\ZcZgVi^dcVabZcidg^c\#º
8VgdaZHb^i]!Egd\gVbbZBVcV\Zg[dg6\Z9^kZgh^in
CVi^dcVa=ZVai]HZgk^XZh:beadnZgh!AZZYh!Jc^iZY@^c\Ydb

7. Focusing on performance requirements that
are related to the job and are not tied to age or
tenure per se for hiring, promotion or retention.

¹ H^X`!6<!<ZgbVcnegdbdiZhV\Z
Y^kZghZiZVbh!ZheZX^Vaan^cG9
VcYegdYjXi^dcl^i]egZb^jbeVn
[dgiZVbeZg[dgbVcXZ#º
GjYda[@Vhi!EZghdccZa9^gZXidg
BZbWZgd[i]Z:mZXji^kZ7dVgY
H^X`6<!LVaY`^gX]!<ZgbVcn

8. Perhaps most important, paying continuous
attention to strategic talent deployment issues
by ensuring equality of opportunity in training
and development, promoting lifelong learning
and providing rich job content and the kind of
work experience that engages employees of all
ages to contribute to the fullest and maximize
individual and organizational performance.
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Employers are also looking to government
policymakers to develop more effective regulatory
frameworks that support the ability to hire and
retain mature talent. Among the key changes
viewed as important in this regard are added
support for phased retirement, expanded efforts to
share information and subsidies for retraining and
skill development.

¹ ;gVc`an!^i¼h\ddYWjh^cZhh[dg
\dkZgcbZciVcYZbeadnZgh
idbV`Z^iZVh^Zg[dgdkZg"*%
ZbeadnZZhidXdci^cjZldg`^c\#
>i¼hVl^c"l^cVaaVgdjcY¸^iVYYhid
i]Z<9Ed[i]ZXdjcign#º
9Vccn<gZZc!=G9^gZXidg
BZgX`;gdhi!FjZWZX!8VcVYV

Creating this kind of work environment is a tall
order, to be sure, and the interviews suggest that
few, if any, of the organizations studied have fully
mastered all of these areas—yet. But, it’s clear that
some of these organizations have already embarked
on the journey to “profit from experience”
and transform today’s emerging demographic
challenges into tomorrow’s business opportunities.
Given the value that early adopters are realizing in
terms of benefits to society, the organization and
the employees, other organizations across the G7
countries are sure to be fast followers.
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HZXi^dc&qLdg`[dgXZ>bea^XVi^dchd[i]Z8dci^cj^c\9Zbd\gVe]^XH]^[i
Born in the 1973 oil crisis and subsequent global recession, the G7—Canada, France,
Germany, Italy, Japan, the U.K. and U.S.—has been no stranger to considering and
tackling significant global economic and societal challenges. The organization brings
together ministers to discuss issues of mutual and global concern. Past topics have
included economic and social development, energy, environment, foreign affairs,
health, justice, labor, law enforcement, terrorism and trade.

➜ In the G7, demographics are quickly evolving
due to the combination of increased life
expectancy and lower fertility rates. The
population age 50+ will reach 39% of the G7 by
2016, an increase of 9% from 10 years earlier.
➜ The implications of early retirement and
rising life expectancy include a longer
period of retirement for many people,
continued contraction or slowing growth
in the labor force, and declining ratios of
the working population to retirees. These
trends will continue to place pressure on
governments to fund their social insurance
programs and on employers to find the key
skilled talent that they need.
➜ Encouraging increased labor force
participation in the workforce age 50+ offers
multiple benefits, but also poses a number of
financial, policy and cultural issues. Realizing
the benefits will require continuing changes
on the part of governments, employers and
employees, including reducing barriers to job
mobility for employees later in their careers.

Here is a closer look at how changing
demographics are having an impact on the G7.

GVe^Yan:kdak^c\9Zbd\gVe]^XE^XijgZ
The looming demographic issue is, in large part,
a consequence of the G7’s achievements: greater
wealth, better health and more individual control
over reproduction through enhanced birth control
methods. Considerable advances in health care and
medical technologies have boosted life expectancy,
and will likely continue to do so. Fertility rates
have fallen significantly and have remained at low
levels since the 1970s. As a result, we already see
important changes in the population profiles of the
G7 countries, and these are fairly minor compared
to the anticipated changes ahead. (See Exhibit 1.1.)
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But the G7 now faces a growing challenge that
is woven into the fabric of its constituent
countries. In short, populations across the G7
are aging to an extent that could greatly alter
the structure of these countries’ future societies,
economies and workforces.
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In 1996, 30% of the G7 population was aged 50
or over. With a steadily rising older population,
this figure had increased to 35% by 2006
and is projected to grow to 39% by 2016. The
demographic picture is evolving rapidly.
At the same time, the proportion of the G7
population in what has traditionally been
considered prime working age—15 to 49 years—
is projected to decline from 51% in 1996 to 44%
in 2016, while the percentage of workers aged
50+ is expected to grow from 30% to 39%. (See
Exhibit 1.2.) Lurking behind such simple statistics
lie enormous challenges and opportunities for
governments and employers.

;gdbengVb^YidijWZ/
6egdÄaZd[edejaVi^dch
While the overall aging trend is occurring in each
G7 country, it is also clear that some countries
will experience greater impact than others.
As Exhibit 1.3 shows, the age profiles of these
countries in 1950 resembled pyramids, with a
large cohort of infants at the bottom (reflecting
relatively higher fertility rates than today) and
''q

much smaller numbers of older people at the top
(reflecting 1950’s lower life expectancy). Note,
however, that the “wasp waist” of some European
countries marks the population losses caused by
WWII, followed by the post-war “baby boom.” By
2050, the G7 population profiles are expected to
look more tube-like, while Japan and Italy should
project a distinctly top-heavy population.
The U.S. profile shows the much-documented postwar baby boom progressing half way up the stack
of age cohorts in 2000. Since then, fertility rates
have fallen as life expectancy has grown. By 2050,
almost twice as many U.S. citizens will be aged 65
as in 2000, while the level of people over 50 will
jump by almost half to 39%.
Striking though the U.S. figures are, other G7
countries show an even more marked population
swing. Japan, for example, has seen its proportion
of over-50s jump from 15% in 1950 to 38% in
2006. By 2050, just over half of the Japanese
population is projected to be 50 or older. Japan’s
low fertility rate has drastically cut the numbers of
under-25s in the Japanese population from a postwar level of 55% to 27% in 2000, and is forecast to
dwindle to 23% by 2050.
Italy’s population is undergoing a similar
transformation. Over the century beginning in
1950, the numbers of over-65s in Italy is forecast to
balloon from 8% to 36%, with the over-50s more
than doubling to 53% and the under-25s declining
by half to 22%.
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From the mid-80s on in a number of countries—
most notably in Germany, Italy and Japan—
fertility rates plummeted to levels far below
replacement rates. As Exhibit 1.4 shows, the
fertility rates for these three countries were 1.34,
1.31 and 1.39 respectively in the period from 1995
to 2000. Although the United Nations projects a
general recovery heading towards 2050, fertility
rates are still expected to remain below 2.1 for all
G7 countries.

As noted, the primary causes of this huge
population change are declining fertility rates
and rising life expectancy. Together, these forces
are having a profound impact on the economic
foundations of the G7 countries.
In the years immediately following World War II,
all of the G7 countries experienced a rapid surge
in births, producing the baby boom that continues
to reverberate in global economics, politics and
social issues. Although the boom was over by the
early-1950s in Japan, it continued a decade longer
in the other G7 countries, after which fertility
rates began to slide. By 1975, growing wealth,
oral contraception and other factors combined to
push fertility rates in every G7 country below the
critical measure of approximately 2.1 live births
per female of child-bearing age, the level generally
regarded as the replacement fertility rate (at which
total population numbers stay constant).

:m]^W^i&#)

The implication is that, without significant
immigration, the population totals in some of
the G7 countries will likely fall in coming years.
By 2050, Japan’s population is forecast to fall by
15 million (12%) from 2000 levels, while Italy’s
decline is estimated at seven million (12%) and
Germany’s by three million (4%) over this period.
Note, however, that these projections do not
necessarily take into account recent efforts by the
governments in some countries to boost the birth
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rate. For example, the French fertility rate for the
period of 2005 to 2010 is estimated to be 1.89 by
the United Nations, the second highest in Europe,
following Ireland, and the only two approaching
the possibility of sustaining their populations into
the future. France’s rate is due in part to incentives
by the French government to encourage larger
families. Whether this rate—or, indeed, the level
of incentives, given the U.S. $57 billion cost2—is
sustainable over time remains yet to be seen.
Falling fertility rates alone would be enough
to push average ages up in the G7 countries.
Compounding the change, growing longevity is
simultaneously pulling them up. Even before the
widespread introduction of life-saving medicines
such as antibiotics and vaccines, there were
dramatic improvements in public health going
back over a century, thanks to better sanitation,
better nutrition, reduction in overcrowding and

slum clearance, the introduction of modern sewage
systems and food refrigeration, among others.
These gains continued and accelerated throughout
the last century. A male child born in the G7 in
1955 could expect to live between 64.3 years and
67.7 years, while a female could expect to live
from 68.8 to 73.3 years. Fifty years later, in 2005,
the expected lifespan has grown from 75.6 to 79.0
years for males and from 80.8 to 86.1 years for
females. As Exhibit 1.5 shows, current projections
call for continuing increases in life spans across
the G7 countries.

@Zn:Xdcdb^XVcY
Ldg`[dgXZ>bea^XVi^dch
These wholesale population shifts hold significant
implications for governments, employers and
individuals. Some of the most widely debated
and studied impacts in recent years are the
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implications for retirement and the workforce. As
people live longer, they can expect to have more
time in retirement. At the same time, however, this
means that growing numbers of retirees will be
dependent on a shrinking working population to
support them.
In every G7 country, people retiring today can
look forward to a much longer period of retirement
than ever before. For example, males retiring at 65
in 1980 could expect to spend between almost 13
and 14.5 years in retirement in the G7 countries,
depending on the country. By 2001, the equivalent
retirement expectancies had already jumped to
between 16 and almost 18 years. The biggest
increases came in Italy and the U.K., both of which
saw time in retirement grow from approximately
13 years in 1980 to 16 years in 2001. The smallest
gain was in the U.S., where time in retirement
grew from approximately 14 years to 16 years.

CJB7:GD;N:6GHV[iZg+*
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The twin pressures of low fertility rates and
growing life expectancy have a powerful effect
on the so-called old age dependency ratio—the
retirement-age population (65+) as a percentage of
those in their working years (15 to 64).
Changes in the old age dependency ratio can
impact society’s ability to fund pensions and social
programs associated with retirement and health
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Similarly, female life expectancy at age 65 in
the G7 countries has increased from between
approximately 17 and 19 years in 1980 to 2001
levels of between just over 19 and almost 23 years.
The biggest jump in female life expectancy beyond
age 65 occurred in Japan, which was extended by
5 years to just under 23 years, as shown in Exhibit
1.6. The smallest increase in life expectancy at age
65 was seen in the U.S., where the average number
of years in retirement rose 6% to just over 19 years.
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care, as people age 65 and older tend to be more
significant consumers of these resources.
Across the G7 countries, the old age dependency
ratios in 2005 were between 18% and 30%, as
shown in Exhibit 1.7. By 2025, these ratios are
expected to increase to between 28% and 50%—
highest in Japan, Germany, France and Italy.
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Another future issue employers will face is the
potential contraction in the supply of labor. Over
the next 10 years, according to OECD figures that
include predicted levels of legal immigration, the
size of the workforce in Canada, the U.K. and U.S.
is forecast to rise. (See Exhibit 1.8.) However, while
the projected labor force growth in North America
seems strong, it is still not enough to keep a rise
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in dependency ratios at bay. In the U.K., growth in
the labor pool is relatively modest—on the order of
3% between 2006 and 2016.
Japan, Italy and France, on the other hand,
are likely to experience shrinking workforces
even when immigration is factored in, with a
corresponding adverse impact on dependency
ratios. In Japan, for example, the workforce is
expected to contract by more than 8% by 2016.

6kZgi^c\i]Z<,¼hAVWdgH]dgi[Vaa
In the face of shrinking working-age populations,
employers and governments face the challenge of
increasing the level of workforce participation. In
a 2006 report,3 the OECD pointed to three possible
answers to slow-growing or shrinking workforces:
➜ Population growth—as a result of immigration
or rebound in fertility rates.
➜ Productivity gains—sufficient to offset
labor shortfalls.
➜ Greater workforce participation—encouraging
more of the population to participate in the
labor force.

:m]^W^i&#.

Outside of North America, however, where
Canada and the U.S. have traditions of large-scale
immigration, immigration has been a contentious
issue. And, even in North America, there has been
growing pressure in recent years for governments
to control illegal immigration and be rigorous and
selective with legal immigration. But, whatever
approach countries have taken so far, U.N. figures
suggest that current levels of net migration will
have little impact on the declining or slowing
growth of the G7 labor forces because net
migration contributes only marginally to the labor
force in these countries. (See Exhibit 1.9.) Thus,
absent a significant shift in government policies,
immigration is likely to play only a marginal role,
if any, in bolstering shrinking workforces.
Similarly, while gains in productivity may help
to alleviate the impact of a shrinking workforce
somewhat, such gains are likely to be finite given
that the service sector dominates the developed
economies and many services require real, physical
human interaction. Moreover, companies’ ability
to offshore many service jobs may be limited. In
fact, the developed economies already are seeing a
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G7 countries respond to today’s tectonic
demographic shifts.
Thus, of the three possible solutions postulated
by the OECD, increasing labor force participation
rates within the current population holds the
greatest promise—at least for having a positive
near-term impact.
Encouraging or enabling mature workers to
remain in the workforce longer than those in
recent generations would pay multiple dividends.
Not only would it help shore up the labor force, it
would also offset the adverse economic effects of
an aging population, reducing public expenditures
on retirement programs while simultaneously
increasing tax revenues. When older workers
extend their careers they help employers by
delaying the need to replace retiring workers
with new entrants, facilitating a more seamless

decline in the impact of offshoring on productivity,
and offshoring opportunities for companies
headquartered in the non-English-speaking G7
countries have always been limited, given that
there are few or no low-cost offshore pools of
workers fluent in Italian, Japanese or German.
To take the U.S. as an example, the Bureau of
Labor Statistics calculated that outsourcing
and offshoring contributed 1.5% per year to
U.S. productivity growth up to 1995, but this
contribution has declined to 1% since then.4
Moreover, reports such as those by Manpower5
confirm that skill shortages are evident in
key disciplines all over the world. As a result,
offshoring opportunities are constrained by
the relatively short supply of technically and
linguistically qualified individuals even in huge
labor markets such as India. At the end of the day,
while offshoring may provide some short-term
opportunities for some employers, it is not likely to
play a major role in helping employers in the

J#C#Ä\jgZhhj\\Zhii]Vi
XjggZciaZkZahd[cZib^\gVi^dc
l^aa]VkZa^iiaZ^beVXidci]Z
YZXa^c^c\dghadl^c\\gdli]d[
i]Z<,aVWdg[dgXZhWZXVjhZ
cZib^\gVi^dcXdcig^WjiZhdcan
bVg\^cVaanidi]ZaVWdg[dgXZ^c
i]ZhZXdjcig^Zh#
transfer of business, organizational and customer
knowledge from one generation of workers to
the next. In addition, it can only have a positive
impact on the personal financial situations of older
workers themselves.
Perhaps equally important is that encouraging
greater labor force participation is an area in
which policy makers and employers can make
changes quickly, in contrast to the alternatives of
immigration or an increased fertility rate.
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The OECD3 report points to five important
opportunities to address labor force participation:
1. Increase labor force participation of workers
aged 50 to 64: Across the G7 countries, there
are significant numbers of potential workers
in the 50–64 age range. Since 1970, there has
been an increase in labor force participation for
this age group in Canada, Germany, Italy and
the U.S.—most significantly in Germany and
Canada. In France and the U.K., by contrast,
the levels of workforce participation among this
group have fallen slightly.
As Exhibit 1.10 shows, however, participation
in Italy is especially low. Less than half the
Italian population in this age band works,
and the figure for women is just over 30%.
Even so, this population segment can be
viewed as an opportunity for growth in a
number of countries, although the potential
for improvement in Japan and the U.S. is more
limited because participation rates in those
countries are already high.
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2. Increase labor force participation by women,
especially in the 50 to 64 age range: Female
participation rates are generally lower than
male participation rates. Moreover, as a result of
the higher percentage of women working parttime, women in the 50 to 64 age range tend to
work fewer hours than men on average. Thus,
in all of the G7 countries, women represent a
potential additional supply of talent that can be
tapped both by expanding the number of hours
worked and by encouraging more women to
remain in or enter the workforce.
3. Extend working beyond age 65: Across the
G7 countries, relatively few people continue
to work after age 65, although the exact level
varies considerably by country, as Exhibit 1.11
illustrates. In Japan and the U.S. respectively,
20% and 15% of people age 65 and older
are economically active. In Italy, Germany
and France, by contrast, the figure is below
5%. These numbers have dropped from the
levels of labor force participation in 1970 but
have stabilized or started to increase since
1996. These increases may continue given
:m]^W^i&#&&

<,AVWdg;dgXZEVgi^X^eVi^dc
GViZh6bdc\Ldg`Zgh6\Z+*

6\Z+*

&.,%

&..+

'%%*

86C696

&*

+

-

;G6C8:

&'

&

'

<:GB6CN

.

(

(

>I6AN

,

)

(

?6E6C

(*

')

'%

J#@#

&&

*

*

J#H#6#

&+

&'

&*

^cY^XViZhegd_ZXiZYYViV#
HDJG8:A67DGHI6A67DJGHI6I>HI>8H96I676H:&..-·'%%+
IdiVa:Xdcdb^X6Xi^dcEdejaVi^dc$:hi^bViZEgd_ZXih/>ciZgcVi^dcVa
aVWdjgdg\Vc^hVi^dc8VcVYV!;gVcXZ!<ZgbVcn!>iVan!J#@#!J#H#VcY
?VeVc]iie/$$aVWdghiV#^ad#dg\#

HZXi^dc&qLdg`[dgXZ>bea^XVi^dchd[i]Z8dci^cj^c\9Zbd\gVe]^XH]^[i

:m]^W^i&#&'

:[[ZXi^kZKZghjh¹D[ÄX^Vaº
GZi^gZbZci6\Zh^ci]Z<,8djcig^Zh

BVaZh

;ZbVaZh

,&

+,
++

+.

+*
+)
6<:N:6GH

6<:N:6GH

+,
+*
+(
+&

+(
+'
+&
+%
*.

*.

*-

*,
:[[ZXi^kZ6\Z

D[[^X^Va6\Z

:[[ZXi^kZ6\Z

D[[^X^Va6\Z

HDJG8:6\Z^c\VcY:beadnbZciEda^X^Zh¹A^kZAdc\ZgLdg`Adc\Zgº!D:89EjWa^h]^c\'%%+Dg\Vc^hVi^dc[dg:Xdcdb^X8d"deZgVi^dcVcY9ZkZadebZci#

continued health improvements, pension
benefit reductions, and increased demand
for older workers.
Growing life expectancy and better health at
later ages represent a significant opportunity
to extend the working lives of many members
of today’s labor force—if the right incentives
can be put in place and the current barriers
eliminated. Some “retirement age” workers
who want to continue working encounter
financial, policy or cultural barriers to doing
so. For the less enthusiastic, changes to state
and employer-sponsored retirement programs
can provide financial encouragement to remain
in the workforce longer, and a number of G7
countries have begun making such changes.

<gdl^c\a^[ZZmeZXiVcXn
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ldg`^c\a^kZhd[bVcnbZbWZgh
d[idYVn¼haVWdg[dgXZ#
4. Stem the recent trend toward earlier
retirement: Early retirement from the
labor force remains a challenge in many
organizations. In particular, workers in
large organizations in industries like
manufacturing, energy and others are
often encouraged to take early retirement
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policymakers increase official retirement
ages to reduce the rapidly rising cost of social
insurance programs. But, since such changes
are typically phased in over long periods,
the impact on worker behavior won’t be
immediate.
5. Increase job mobility: Workers age 50 to
64 typically find it harder to change or find
jobs than younger workers. Across the G7
countries, hiring rates for workers age 50+ are
significantly lower than for those age 25 to 49.

;dgbVcndaYZgldg`Zgh!
jcZbeadnbZci^hd[iZcVc
^ggZkZgh^WaZ_djgcZn#DcXZdji
d[ldg`!bVcncZkZggZijgcid
ZbeadnbZci#
by generous early retirement benefits under
company-provided pension plans. The trend
toward earlier retirement is likely to reverse
in coming years as employers modify their
retirement programs (e.g., continuing the
ongoing shift in emphasis from traditional
defined benefit pension plans to defined
contribution arrangements in the U.K.,
U.S. and other countries) and government
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As Exhibit 1.13 also shows, older workers who
are unemployed face significant challenges
finding new employment in some countries,
although this, too, varies widely from country
to country. In Italy and the U.K., the hiring rate
for previously unemployed older workers is not
far below that of younger candidates. In France
and Germany, on the other hand, the picture is
grimmer. Not only are the French and German
labor markets more resistant to change overall,
but fewer than 15% of older workers find their
way back into employment in these countries
after layoffs, according to the OECD.
For many older workers, unemployment is often
an irreversible journey. Once out of work, many
never return to employment. As we will see,
this is partly driven by cultural factors. In some
companies and countries, managers continue
to view younger candidates as more energetic,
flexible and willing to be trained, and these
stereotypes take a long time to reverse. In other
cases, economics stand in the way. As discussed in
Section 2, some employers have issues with labor
costs due to cash compensation, retirement plans,
or in the U.S. the cost of healthcare.
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Overcoming these barriers will require the
cooperation and focused efforts by governments,
employers and employees themselves. Given
current demographic trends, however, the
conclusion is inescapable. For the G7 countries to
continue their economic and cultural leadership,
all will need to make fuller use of the considerable
skills and experience of a growing 50+ workforce
than they have in the recent past.
The following section will examine the issues
facing public policymakers in this changing
demographic environment.
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Responding to demographic shifts transforming labor markets worldwide, all of the
G7 governments have taken certain steps to address the implications of their aging
populations. While the specific details and timing of these reforms vary significantly
from country to country, the G7’s recent actions generally aim at two common goals:
– Increasing workforce participation rates of those aged 50 and older, and
– Stabilizing the financial health of social security systems while softening the
economic impact of the resulting benefit changes.
Some highlights on the key public policy findings in
the G7 are as follows:
➜ The impact of demographic changes varies
widely among the G7 countries depending on
labor market issues, immigration practices
and degree of public policy changes made
to date, among other factors. For example,
Germany, France, Italy and Japan continue to
maintain significant seniority-based reward
systems that complicate employers’ ability to
leverage experienced workers.
➜ The countries studied generally are taking a
common set of approaches to address aging
workforce issues, including implementing
supportive workforce policies and programs,
changes to social insurance programs and
efforts to boost macro labor supply. All of the
G7 countries have taken steps to eradicate age
discrimination in the workplace, build awareness
of the issues and discourage early retirement via
changes in social insurance programs and added
support for phased retirement.
➜ Ultimately, however, some countries are far
better prepared for the coming demographic
changes than others. Canada, the U.K. and
the U.S. are generally well-positioned because
they have fewer demographic and labor market

challenges and have more supportive policies
in effect regarding the aging population. In
Germany and France, the turnaround is well
under way, thanks to far-reaching changes
recently implemented and apparent political
commitment to seeing these changes through.
In Italy and Japan, by contrast, more focus is
still required because these countries face the
toughest demographic challenges of any of
the G7 countries—rapidly aging populations,
growing longevity and anemic birth rates.
Following is an in-depth look at evolving public
policies among G7 countries today:

L^YZGVc\Zd[>hhjZh
As outlined in Section 1 of this report, the aging
workforce is not a one-size-fits-all issue across the
G7 countries. Each country is starting in a slightly
different place in terms of the specific challenges
ahead and the actions taken thus far. The
challenges from country to country vary based on
current demographics, labor force participation,
immigration and birth rates. In addition to the
core demographic issues, some countries face
additional risks based on their labor cost structure,
in part a reflection of prevalent rewards programs
that may pose higher costs for older or longer
tenured employees. Exhibit 2.1 provides a highlevel overview of where the G7 countries stand
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today in terms of the demographic and labor
market challenges facing each country.
How well positioned each country is also depends
to some extent on what the government has done
over the past few decades to address the emerging
demographic challenges. The most common
“global” approaches include encouraging labor
force participation, ensuring financial programs
are aligned and creating a positive image and
culture. This section provides an overview of
the economic and public policy issues facing the
G7 countries as a result of the aging workforce,
reviews their progress to date in addressing key
issues and outlines some possible areas of focus for
the future.
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In addition to the demographic challenges
highlighted in Section 1, all of the G7 economies,
to varying degrees, have issues related to the
ongoing costs of employing older or long-tenured
employees. In many industries, employees of long
standing—with greater length of service—are paid
more than their less-experienced counterparts.
Seniority-based rewards arise when the main
elements of pay or benefits are linked to age or
service. If the resulting cost differences are not
offset by the increased knowledge, customer
orientation and productivity that often come with
added experience, these cost differences can create
a financial preference for younger employees.
However, an earlier AARP study focusing on the
U.S. workforce concluded that generally the added
costs of employing more 50+ workers are relatively
modest and can be offset by the lower turnover,
experience and other advantages older workers
can bring.6 While these findings are true for U.S.
employers who have market-based and age/serviceneutral approaches to pay and benefits, other U.S.
employers may still have age or service-based
rewards that can pose a very different cost picture.
Significant seniority-based labor costs tend to
persist today in France, Germany, Japan and
Italy. Cash compensation in these countries is
frequently driven by age and service, both for
white-collar workers and for blue-collar workers
covered by collective labor agreements. Recent
age discrimination legislation in European
countries enacted in response to an EU directive
issued in 2000 will likely minimize age related
pay differences over time, although the full
implications of local legislation have yet to be
tested in case law. Social security contributions are
also linked to cash compensation, increasing these
costs for older workers as well. Sick leave benefits
are another significant age-related cost.
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In Germany, for example, sickness absence
averages eight days for the 30 to 34 year age group,
but 18 days for workers age 55 to 59. Japan also
has a long tradition of seniority-based wages,
although their prevalence is beginning to decline.
Both vacation and sick leave in Japan are typically
linked to years of service.
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d[i]ZheZX^ÄXX]VaaZc\ZhV]ZVY
VcYi]ZVXi^dchiV`Zci]jh[Vg#
In Canada, the U.K. and U.S, by contrast, age plays
less of a role with regard to rewards offered to
employees. While there are some situations where
pay is service-related, in particular for collectively
bargained wages, cash compensation is typically
determined based on market rates for each job, the
worker’s experience and performance. Vacation
entitlement is often based on tenure and ranges
typically between 10 and 30 days. Lastly, most
new employees working for large to mid-size
employers in the U.K. and U.S. today may have the
opportunity to participate in defined contribution
retirement plans in which employer contributions
are typically based on cash compensation.

typically provide for universal health care funded
by income tax receipts.
Across all of the G7 countries, employers that
sponsor defined benefit pension plans typically
face an incremental cost for older employees
because such plans are designed to pay a specific
benefit at “normal retirement age.” However,
while many companies worldwide are shifting
their emphasis to defined contribution retirement
plans, especially for new hires, there are still a
significant number of employers around the world
that continue to sponsor traditional pension plans.
In Japan, in particular, defined benefit plans are
still quite common, either as the only retirement
plan or as a “hybrid” plan that combines the
characteristics of defined benefit and defined
contribution plans. Defined benefit plans also
remain common among large employers in certain
industries in both Canada and the United States.

In the United States, higher average health
insurance costs for older workers are an ongoing
concern given that many U.S. employers pay for
most of the cost of health insurance for their
workers, although these costs may be somewhat
offset by lower rates of dependent health care
coverage for older employees. In the other G7
countries, private health care costs are relatively
low in total for employers because governments
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How Governments Are Responding
Across the G7 countries, the actions governments
are taking fall into three common areas:
➜ Workforce policies and programs—
Governments can influence workforce-related
programs and policies and provide both positive
and negative incentives for private employers to
hire and retain mature talent. Examples include
age discrimination laws and enforcement,
legislation to discourage or postpone early
retirement, subsidies for hiring older workers
and state-financed retraining programs.
➜ Changes in pension law and social security
programs—In addition to increases in
retirement age, more and more countries
are reducing state-provided benefits (especially
at younger ages), toughening laws governing
the funding and operations of private pension
plans and creating new incentives for defined
contribution plans that encourage workers
and employers to share responsibility for
financing retirement.

➜ Macro supply policies—These include a range
of programs to augment the labor force
through immigration, productivity measures
to boost personal skills, technology and
innovation, and efforts to increase birth rates.

Workforce policies and programs
In recent years, the G7 countries have introduced a
broad range of policies, programs and regulations
with the aim of encouraging as much participation
as possible in the labor force. While many of
these actions share common themes, they tend to
be country-specific and should be viewed in the
context of historical protections for older workers
in each country.
➜ In continental Europe, for example, regulations
and collective agreements historically have
been designed to protect various minority
groups (including older workers), but have
often had the unintended consequence of
creating disincentives to hire older workers.
Germany has collective agreements offering
job protection and, although currently under
reform, France imposes tax penalties for
dismissals. European trade unions generally
support measures that protect older workers,
but they tend to oppose reforms that
encourage older workers to extend their careers
because of the perception that this can cause
redundancies among younger employees. An
EU age discrimination directive promulgated
in 2000 requires EU countries to implement
legislation, but many of the resulting laws are
not as comprehensive as U.S. law.
➜ Japanese law also prohibits age discrimination,
although it includes a number of exceptions
that allow employers to specify age
requirements for jobs. In early 2007 the Diet
revised the Equal Measure Law to require
employers to provide equality of treatment. In
addition, since lifetime employment remains
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the norm in Japan (although this has begun
eroding), it is complex for Japanese employers
to find people to rehire late in their careers.
The change to the cultural norms of lifetime
employment primarily are at the younger ends
of the employment spectrum. Career change
for older employees mainly occurs either due
to redundancy post corporate restructuring
or limited amounts of headhunting, mainly
by foreign affiliate companies. As we saw in
Section 1, Japan has the highest labor force
participation rate among workers age 50+ of all
the G7 countries.
Following are some of the key areas of government
activity with respect to workforce policies and
programs.
Eliminating age discrimination: Age
discrimination regulations create a legal
environment that prevents employers from
discriminating against employees, trainees or
job seekers on the basis of age and promotes
equality of access to training, work assignments,
promotions and aspects and conditions of
employment. While age discrimination laws
are starting to be enforced widely in the G7,
implementation in North America is a long way
ahead of the other countries. Moreover, North
American labor markets are much less tightly
regulated—particularly in the U.S.—creating
fewer disincentives to employ older people. The
age discrimination rules vary widely from country
to country. For example:
➜ Mandatory retirement has essentially been
abolished in Canada and the U.K. The same is
generally true in the United States, although
there are exceptions (e.g., airline pilots, police
and fire fighters).
➜ EU directives dating back to 2000 prohibit
discrimination on the basis of age, and these
have been progressively implemented across

the EU countries, including France (2001),
Italy (2003), Germany (2006) and the U.K.
(2006). The EU legislation protects workers of
all ages, not just those at or above a certain age,
and thus aims to promote equality of treatment
and opportunity as much as to prohibit agebased discrimination.

L]^aZV\ZY^hXg^b^cVi^dcaVlhVgZ
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➜ Japan has been making continued progress
in creating rules to allow for equal hiring
opportunities. The country’s Employment
Measure Law was amended in 2001 to promote
employment opportunities for older people.
The law as amended generally prohibits age
restrictions in recruitment unless the reason
for the restriction meets one of 10 exceptions
stipulated in the government guidelines (which
are rather abstract and not easy to understand).
Since 2006, employers have been required to
disclose their reasons when they do use age
restrictions in recruitment. Revisions to the
law that further strengthen protections for
older workers take effect in October of 2007.
The revised law states that employers must
provide equal opportunities, while prior law
stipulated only that employers must endeavor
to provide equal opportunities. Exceptions to
these rules are pending, but are expected to be
very limited.
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➜ In Germany, subsidies for part-time
employment of older workers will end in
2009. Germany’s experience illustrates how
governments can make a big difference fast,
as the country’s recent comprehensive reforms
have boosted the labor force participation rate
among those age 55 to 64 from 37.5% in 2000
to 45.4% in 2005.7
➜ In the U.K., the Welfare Reform bill currently
before Parliament aims to reduce government
spending on incapacity benefits by encouraging
those who are able to work to go back into the
labor market. In the 1990s, incapacity benefits
had come to be viewed as a alternative form of
funding long-term unemployment.

➜ In the U.S., the earliest federal age
discrimination in employment legislation dates
from 1967, although a number of states had
previously adopted legislation. The federal
law generally prohibits discrimination in
employment against individuals 40 years old
or older.
Discouraging early retirement: The contradiction
between encouraging people to continue working
and supporting early retirement schemes has
prompted some countries to remove incentives to
retire before the official age.
France, Germany and Italy share a long tradition
of early retirement, which has been encouraged
in the past by state subsidies and regulations that
featured employee options to receive pension
benefits before legal retirement age (e.g., old age
part time in Germany). Effective retirement ages
have crept down over time to just over 60 in
Germany and Italy and just under 60 in France.
To counteract this trend, governments have taken
a number of actions to stem premature exits from
the labor market:
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Japan offers no programs or incentives for early
retirement and, in fact, the age of eligibility
for retirement benefits is being increased. That
said, mandatory retirement ages are widespread,
but many workers are rehired after mandatory
retirement, often for lower salaries and shorter
working hours. Rigid employment protections
make it disadvantageous for employers in Japan to
dismiss workers prior to retirement age.
Canada, the U.K. and the U.S. tend to have more
flexible early retirement policies and traditions.
The Canadian social insurance programs under
the Canada Pension Plan (CPP) and Quebec
Pension Plan (QPP) provide opportunities for
retirement at age 60, while workers in the U.S. can
receive reduced Social Security (public pension)
benefits beginning at age 62. And in both the
U.S. and Canada, traditional defined benefit
pension plans typically include early retirement
provisions—many permitting retirement at age
55 or even earlier for long-service employees.
Historically, the benefits at these ages were more
valuable, encouraging employees to take the
subsidized early retirement benefits as soon as
workers became eligible. Such provisions were
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often used to encourage early retirement during
downsizings or restructurings of the workforce. As
noted, however, many companies are moving away
from defined benefit pension plans and eliminating
incentives for early retirement and “shutdown
benefits” designed to soften the blow of downsizing.

:[[ZXi^kZgZi^gZbZciV\Zh]VkZXgZei
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Both “carrot” and “stick” approaches to encourage
continuing employment (especially after
retirement age) are evident in the design of
government pension programs:
➜ In its Social Security program, for example, the
U.S. several years ago eliminated an “earnings
test” that penalized beneficiaries for continuing
to work past full retirement age and relaxed
it for beneficiaries receiving reduced early
retirement benefits.
➜ Many countries offer deferred retirement
credits, which can be substantial. The
Canada/Quebec pension plans, for example,
offer an actuarially calculated 6% increase in
final retirement benefits for each year that
retirement is postponed past age 65 (note,
however, that there is no deferred retirement
credit per se and no standard approach for
how benefits are calculated upon postponed
retirement under employer-sponsored pension
plans in Canada).

➜ The U.K. offers a 1% increase in retirement
benefits for every five additional weeks of work
and pension contribution, equal to a 10.4%
annual increase in final state retirement benefit.
➜ France requires employers to make a
contribution towards early retirement and
offers pension premiums for working beyond
eligibility for full pension.
➜ Similarly, from 2004 to the end of 2007, Italy
offers a “super bonus” for retirement-eligible
private-sector employees who continue
working, which returns the full equivalent
of subsequent social security contributions to
their net salary.
Supporting “phased retirement”: Arguably, the
most influential change on an individual level is
allowing older workers to begin drawing pensions
while earning a salary at the same time. Some
movement to liberalize the rules is under way in
almost every G7 country:
➜ In Canada, the March 2007 federal budget
proposed tax measures to enable this flexibility
for workers participating in employersponsored pension and personal tax-deferred
retirement savings plans. Older workers also
would be able to take payments from defined
benefit plans while still making payments to
defined contribution schemes.
➜ In the U.S., the rules on so-called “phased
retirement” are complex, and it is difficult for
employees to easily draw a company pension
and remain partially employed, although
new regulations have been proposed that
may prompt more employers to offer phased
retirement programs.
➜ The U.K. has allowed a combination of pension
and salary income since 2006, while France
has also relaxed its rules. Elsewhere, though,
progress is patchier.
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➜ In Germany, the dual income is legal, but not
particularly attractive. This is due to the fact
that if you are receiving a state pension, you
can only earn a certain amount of additional
compensation up to a limit and then your state
pension will be reduced.
➜ While Japan allows it after the age of 60, there
are possible reductions in benefits.
➜ The Italian government is still in the planning
stage. While there currently is some ability
in Italy to rehire employees as contractors,
this practice is not widespread as it is mainly
limited to key managers and professionals
whose experience and skills are especially
valuable to their employers.
In general, while there are some new opportunities
emerging, phased retirement is not yet widespread
in the current regulatory environment.
Expanding training programs: A range of
government initiatives across the G7 countries
underscores the importance placed on training at
both national and employer levels. Training helps
integrate the unemployed back into the workforce
and enhances employees’ value to employers.
Unemployment among 50+ workers is an issue
because as shown in Section 1, finding the
appropriate job can be challenging.
Most G7 governments fund and support a range
of lifelong learning initiatives and interventions
for specific categories of workers. Examples range
from introducing programs to support training of
unemployed workers aged 55 to 64 in Canada to
the role given to employment agencies in France
in training 50+ workers as part of the 2005
National Collective Agreement. Other examples
include the following:
➜ The U.K.’s “Experience Works” program is
aimed at job seekers aged 45 and over.
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➜ France has introduced a “Training through
the Working Life” law that creates a right to
a competency assessment, with seniors given
priority, and an individual training passport
containing the history of each employee’s
professional development, beginning with
education and continuing through professional
experience. These opportunities are given legal
force by an “Individual Right to Training” law.
➜ In Germany, training costs for workers over
45 years of age who are employed by small and
medium-sized companies are reimbursed by
the government.
➜ In the U.S., the Workforce Investment Act
provides for a comprehensive range of
workforce development activities through
statewide and local organizations.
Building awareness: Governments and various
nonprofit organizations have been working to help
influence public opinion about mature workers
and prepare for the cultural “mindset” changes
needed to support greater workforce participation.
These efforts typically encompass collaborative
networking by governments, corporations, unions
and other interested parties. These campaigns can
include:
➜ Showcasing specific examples of mature
workers;
➜ Highlighting best practices and awarding
companies for noteworthy efforts to attract and
retain mature workers;
➜ Providing informational resources for both
employers and employees, including research
and business case data.
This information is distributed in a range of
formats, from print publications to television
and the web (See Exhibit 2.2). In particular, Web
portals can be extremely valuable to bundle
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resources and enable both companies and workers
to easily access information.
Specific examples of such campaigns undertaken
in recent years in the G7 countries include:
➜ The Canadian 50plus—The Employment
Site for Boomers, 50+ and Retired People
[www.fifty-plus.net]: 50plus.com is a leading
Canadian website providing unique content,
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community and commerce for people over
the age of 50. It is owned by Fifty-Plus.Net,
International Inc. which trades under the
symbol FPN on the TSX venture exchange.
➜ U.S. AARP Best Employers site [www.aarp.
org/money/careers/employerresourcecenter/
bestemployers]. AARP is a nonprofit
membership organization for people over the
age of 50, dedicated to enhancing the quality
of life for people as they age. As more people
over the age of 50 are working, AARP supports
a variety of resources and research focused on
the workplace, including an annual recognition
program that honors companies who value the
50+ workforce.
➜ The U.K. “Age Positive” campaign and website
[www.agepositive.gov.uk.] Age Positive is a
government funded initiative responsible for
strategy and policies to support people making
decisions about working and retirement. The
campaign promotes the benefits of employing
a mixed-age workforce that includes older and
younger people using publications, research,
press events and awards.
➜ France’s “Pour l’Emploi Des Seniors” [www.
emploidesseniors.gouv.fr] is a website created
by the French government to focus on
improving leverage of 50+ talent by ensuring
ongoing skill development, supporting
recruitment, and providing information on
enhanced retirement available for those that
continue to work beyond age 60.
➜ Germany’s “INQA”—“Initiative New Quality
of Work” is a broad project that is sponsored
by a combination of government, companies
and unions. The aim is to improve working
conditions and promotion of best practices
through cooperation in areas such as lifelong
learning, healthcare and work conditions.
[www.inqa.de]
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➜ Japan’s “Silver Resource Center” [www.zsjc.
or.jp/rhx/index.jsp] is an affiliated organization
of the Ministry of Health, Labour and Welfare.
The aim is to provide persons aged 60+ (after
mandatory retirement) with opportunities of
temporary, short-term and light work.
➜ The EU countries as a group have also taken
on an effort called “Equal—offensive for
older people,“ which is aimed at tackling
discrimination and inequalities by promoting
best practices [http://ec.europa.ec/employment_
social/equal].

Changes in pension law and social
security programs
Perhaps most important among the wide range of
measures they have adopted to encourage older
workers’ participation in the labor force, all of the
G7 countries have introduced changes to their state
pensions and social security insurance programs.
Although the nature of these changes varies
widely from country to country, many fall into the
following categories:
Increases in the minimum retirement age: One
way to extend participation in the labor force is
to increase the official “minimum” retirement age
for receiving full government pension or social
security benefits. Reductions in early-retirement
benefits have been implemented more rapidly than
increases in the official retirement age, which most
G7 governments have opted to enforce gradually
over the next 20 to 40 years (See Exhibit 2.3).
Governments are making changes to minimum
retirement ages in two ways: by increasing the age
itself and by extending the length of time a worker
must contribute into the system to qualify for a
full pension. For the various G7 countries:
➜ In Germany, there were two sets of reforms to
the normal retirement age in 2001 and 2007.
In 2001, the increase was from age 63 to 65
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and then subsequently, in 2007, an additional
increase was approved from age 65 rising to
67, starting in 2012 reaching 67 starting in
2029. In addition, the statutory age for early
retirement increased from 60 to 63.
➜ The retirement age in France is rising from 60
to 65 and the length of contributions needed to
qualify for a full pension has risen from 37.5 to
42 years starting in 2020.
➜ In Italy, the earliest eligibility for pension
benefits is age 57 with 35 years of service.
Normal retirement age is 60 for women and
65 for men or 40 years of credited service. The
minimum retirement age in Italy will increase
to 60 as of January, 2008 with 35 years of
service and then scheduled to further increase
subject to additional discussion between
the government and national unions, given
pressures to try to undo pension reforms.
➜ In the U.S., the “normal retirement age” at
which retirees receive unreduced Social
Security benefits is being gradually increased
from 65 to 67.
➜ Similarly, in the U.K., the age for full pension
entitlement for women will rise to equal that
for men and both will then rise from 65 over
the next few decades to 68 by 2046.
➜ Reform of the pension system in Japan will
lead to the age of pension benefits entitlement
being increased by one year every three years
from 2001 and will ultimately become 65 years
old by 2013. The start for earnings-related
benefit (currently age 60) will be increased by
one year every three years from 2013, and will
ultimately be raised to 65 by 2025.
➜ In Canada, the normal retirement age is 65
under all the social insurance programs.
Despite the aging population, no changes to the
programs have been made for over a decade
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and no active proposals are outstanding.
Change is complex in Canada given the need
to make the changes at both the Federal level
as well get agreement from the provinces.
Such changes are not limited to government
pensions. Many private pension arrangements also
are being modified to eliminate overly attractive
early retirement options. In the U.K., for example,
the minimum age at which private pensions can
be drawn will increase from 50 to 55 years in
2010, while other routes to early retirement (e.g.,
medical incapacity) are being narrowed or closed.
In addition, a new program (the incapacity benefit)
has replaced sickness and disability schemes in
the U.K., bringing stricter assessments of personal
capability to work. Germany has also made
eligibility requirements for disability payments
much tougher and has imposed new limits on
the duration of disability payments (as well as
unemployment benefits, which are now limited to
18 months, rather than 32 months).

Incentives to continue working: Making it harder
to exit the labor force is being balanced with
financial incentives to stay on the job longer in
many countries, and these initiatives take a variety
of forms. There are incentives both for workers
who are not currently employed to rejoin the
workforce as well as incentives to keep those in the
workforce employed for a longer period of time:
➜ The U.S. offers a wage subsidy for older
workers to accept reemployment at a lower
wage, where retraining may not be appropriate.
➜ Germany provides supplemental pay and social
security contributions for unemployed workers
who accept a job that gives them a lower
income level.
➜ In Italy, workers over age 50 have been included
in the definition of “socially disadvantaged
workers,” which means work agencies get
incentives to place them and employers receive
social security payment reductions.
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➜ Japan pays continued employment benefits to
older workers who are rehired after reaching a
mandatory retirement age.
➜ The U.K. encourages older workers to continue
working by allowing pensions to be deferred in
return for higher pension income or a lump sum.
➜ Similarly, Canada is changing its tax rules
to allow workers to delay drawing pension
benefits until age 71 (previously 69) under both
employer-sponsored and personal tax-deferred
savings programs.
➜ In France, incentives have recently been
put in place for increases to the government
pension for continued employment. Employees
who have been contributing to the system
for at least 160 quarters of insurance and
continue working after their 60th birthday
will be awarded a retirement increase. Initial
provisions were applicable from January,
2004 until the end of 2007, and subsequently
phased in increases effective January, 2007 and
beyond. The baseline increase as of January,
2007 is equal to 0.75 % for each quarter
completed after the 60th birthday and has
scheduled increases depending on the length
of time and age (0.75% for the first 4 quarters,
1% for the next quarters until age 65, and
1.25% for each quarter after age 65).
As mentioned earlier, a particularly effective
financial incentive for older workers to continue
working is to allow them to draw a full or partial
pension while also earning a salary. In Japan,
companies commonly allow retirement then rehire
their retirees at a lower salary level than at the
time of retirement. Canada is considering changes
to its tax law to allow employers to pay partial
pensions to employees who continue contributing
to the pension plan, thus making it easier for
retirees to return to the workforce part-time.
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This so-called “double-dipping” is not without its
critics, however. In the U.S., there has long been
controversy about employees in the public sector
retiring to collect a pension, then being rehired
into their former jobs as consultants or contractors
under lucrative contracts. The practice is fairly
common in the teaching profession and has spread
to other groups of government employees. In some
cases, the amount that returning public sector
retirees can earn from their former employers or
the number of hours they can work may be capped.
Reductions in benefits: Most G7 countries are also
rolling back the generosity of benefit payments
in an effort to reduce the cost pressure on their
social security systems. For example, French
pensions will be indexed to prices rather than to
public sector wages, while Italy indexes benefits
to consumer prices, as started in 1992. The U.K.
government cut the link between pensions and
wage growth even earlier, in 1980. However, a new
pensions bill expected to take effect in 2012 will
restore the link between U.K. pensions and average
earnings growth.
Increasingly, policymakers are linking pension
benefit levels to demographic trends and adopting
measures to reduce the financial burdens that state
retirement programs pose on future generations
(e.g., by requiring current workers to contribute):
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encouraged employer-sponsored retirement
programs. In recent years, government efforts to
encourage workers and private employers to share
more of the financial responsibility for preparing
for retirement have intensified:
➜ The U.K. offers tax incentives for private
pension savings built on top of state pensions.
Recent liberalizations of these arrangements
have sought to create greater choice, control
and, thus, worker interest in independent longterm saving.

➜ Germany has introduced a sustainability factor
linking pension indexation to demographic
trends and participation. Each year, the government will review key trends on the state pension
system, such as the proportion of working
employees versus retirees. If the demographic
objectives are not met, the future annual
increases in pension payments could be reduced.
➜ Japan has also adopted a macroeconomic
method of benefit adjustment that considers
both the decrease in the birth rate and increase
in the number of older people, as well as
changes in prices. As a result, future pension
increases may not match price inflation.
➜ In the U.S., lawmakers have considered a
range of ideas to change the structure of
benefits, including the privatization or partial
privatization of Social Security (i.e., diverting a
portion of workers’ payroll taxes to individual
accounts) and indexing Social Security benefits
to prices instead of to wages.
Changes to promote shared responsibility
for retirement: To reduce dependency on state
pension programs, especially pay-as-you-go
systems, G7 governments have historically

➜ Tax subsidies and extra state payments are
also offered in Germany as incentives for
occupational and private pension savings,
while Italy’s national labor agreements require
supplemental defined contribution plans in
exchange for tax relief.
➜ In the U.S., the ongoing shift toward providing
tax incentives for employee savings continues
with the recent introduction of health savings
accounts that enable workers to accumulate
funds tax-free for qualifying medical costs in
retirement.
Meanwhile, public and private employers in most
G7 countries have gradually shifted the emphasis
from defined benefit pension plans to defined
contribution arrangements, which encourage
employees to play a more active role in saving for
their later years. For example, Italy has introduced
a notional defined contribution pension scheme
in which employees accrue lump sums that are
revalued on a five-year basis linked to Italian
GDP growth. Final benefits delivered are linked
to the age at which the pension is drawn down
using the ‘scalone’ or sliding scale. The reduced
availability of traditional pensions is likely to
have a significant impact on future generations of
workers and is expected to make early retirement
less feasible for many working people.

Perspectives of Employers, Workers and Policymakers in the G7 Countries on the New Demographic Realities

| 49

Macro supply policies
Recognizing that a shrinking workforce poses
significant long-term economic implications, G7
governments also have begun to examine ways
to stabilize or expand the pool of workers who
will support the growing cost of retirement and
health care for their expanding retiree populations.
Immigration offers one clear opportunity to bolster
a shrinking labor force because government
policies can target particular skills and directly
influence the numbers of people employed. At
the same time, greater productivity can also help
mitigate the impact of a shrinking labor force
and, in some cases, may reduce the need for
immigration. But, low birth rates are a big part
of the demographic problem in the G7 countries,
and there is much that governments can do to
remove some of the employment and financial
impediments that have contributed to smaller
family sizes and lower birth rates over the past 50
years. Here is an overview of recent G7 activities
in these areas:
Changes in immigration policies: Immigration
is viewed from different perspectives in different
G7 countries, but is a significant political issue in
them all. For example, both Canada and the U.S.
generally have had strong traditions of welcoming
immigrants to their shores.
One of the huge issues facing the Canadian
economy is that immigrants’ skills and
professional qualifications are not easily
recognized by Canadian employers and
professional associations. There are literally
thousands of immigrants with specialized skills
and/or tertiary education that are significantly
under-employed, such as engineers working as
parking-lot attendants or architects working as
taxi-drivers.
In the last couple of years, there have been new
partnerships between government and some
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employers to address this issue as one possible
approach. For example, in Toronto, where many
Canadian businesses are headquartered, a new
association known as TRIEC has started, with a
mandate to improve access to employment for
immigrants (www.triec.ca). Similar efforts are
underway nationwide.
In the U.S., immigration of late has become
more controversial and has triggered restrictions
designed to ensure that new arrivals have needed
skills and will not become an added burden on
costly social programs.
Some of the other G7 countries are far less
welcoming to immigrants. Japan, for example, has
no tradition of immigration and does not actively
promote it. As a result, the numbers of immigrants
to Japan are low.
The U.K., by contrast, generally welcomes
immigrants despite a certain political sensitivity,
and the U.K. labor force has been bolstered by
1.6 million working immigrants in the last 10
years. As John Hutton, then U.K. Secretary of
State for Work and Pensions, noted in a December
18, 2006 speech responding to public concerns
about waves of economic migration from new EU
member countries, “Net immigration over the next
25 years is projected to account for almost 60%
of population growth.” Nevertheless, temporary
restrictions on immigration from certain new
EU countries (e.g., Romania, Bulgaria) have
recently been implemented in the U.K. given
the large influx of workers from these countries
that came to the U.K. when restrictions were
removed. Immigration remains a hot political
topic in France, with the already high level
of unemployment among young immigrants
linked to social unrest in 2006. In March 2006,
the French government published a report
entitled “Labor Needs and Migration Policy” that
tentatively explores whether immigration can
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reduce the negative effects of population aging.
As outlined in that report, the arguments for
and against immigration seem finely balanced
in France. On the one hand, immigration can be
targeted and is more controllable than measures
to boost fertility rates. On the other hand, the
report argues that immigrants are likely to be
less qualified than the current general population
and the scale of immigration needed to stabilize
the dependency ratio is high—an estimated two
million immigrants a year from 2010 to 2040.
Thus, at the moment, it does not appear that
immigration will play a significant role in shoring
up the French workforce.

recruitment of immigrants with low qualifications.
These measures apart, there is no overarching,
consistent strategy to promote systematic, targeted
immigration to address the shrinking German
workforce in the longer term.
Current immigration policies in Italy are fairly
restrictive and primarily designed to normalize
existing working arrangements and limit illegal
immigration, rather than to actively manage labor
inflows and attract skilled workers. Despite the
acute impact on its working population, Italy has
not seriously considered immigration as a possible
solution, although talks of new regulations aimed
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Germany also does not have a tradition of actively
promoting immigration. Limited immigration
began in the 1960s, prompted by labor shortages,
but the balance of immigration shifted over time
to resettling refugees and people with relatively
low employment qualifications. Germany’s
generous asylum policy until the 1990s, coupled
with the reunification of East and West Germany,
put intense strain on the country’s social security
systems. Currently, highly qualified immigrants
can apply for unlimited residence, while the
wealthy and self-employed can apply if they
invest at least €1,000,000 and create at least 10
jobs. Germany grants limited-stay permits for
seasonal workers in agriculture and tourism for
a maximum of four months. Foreign university
students are allowed to stay for one year after
their graduation, but there is a general ban on

at attracting qualified high-level workers have
recently begun.
Reversing the decline in birth rates: Across the
G7 countries, fertility rates have plunged as more
women have chosen to remain single and pursue
careers, and as birth control has made it easier for
people to plan their families. Debatably, boosting
the birth rate is an area where governments
have the least influence because the decision to
have children is primarily a personal one today.
At best, governments can facilitate such decisions
by removing some of the financial barriers,
acknowledging some of the personal financial
implications and, through regulation, ensuring
that those who choose to be working parents can
be both working and parents. (See Exhibit 2.4 for
an overview of parental leave rights enacted by
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the various G7 countries.) Even if fully effective
approaches to increasing the rates of childbirth
were available, it would take at least 20 years
for such efforts to bear fruit in terms of actually
boosting the number of people of working age#
Here are some of the specific measures G7 countries
have implemented:
➜ The U.K. government has sought to ensure
that women can return to work after childbirth
(and boost their children’s educational
opportunities) by offering free nursery school
placements to all children from the age of
three. The U.K. also provides family tax
credits for those with school-age children, and
legislation is in place to give parents the right
to request flexible work schedules.
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➜ Germany, too, offers job protections for
parental leave, entitlement to part-time work
and direct incentives in the form of bigger
child allowances for four or more children. The
effect of these policies on the birth rate is not
strong, however, so greater emphasis is placed
on making workplaces more family-friendly
through more child-care facilities, subsidies
and tax deductions for child-care, not to
mention significant compensation for parental
leave—up to €1,800 (U.S.$2,400) a month for
up to 14 months.
➜ In the European context, France has been
one of the heaviest investors in programs
to support families and boasts the highest
fertility rate (1.89) among the European G7
countries. Whether this relative success is the
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result of the government’s efforts, however, is
open to debate. The French government spends
15% of its total budget on family and children’s
services.8 This pays for three years’ parental
leave with guaranteed job protection, full-time
nursery care from age three and subsidized
care for younger children, grants for nannies
and child-care allowances that increase with
the number of children.
Efforts in other G7 countries are less well-funded —
and less successful:
➜ Canada has no current programs to promote
birth rates, although there are some familyfriendly tax breaks and labor standards.
➜ With its birth rate of 2.05 (fairly close to the 2.1
replacement ratio), the U.S. faces less pressure
to intervene. Even in the U.S., however, the
government has taken some supportive actions,
such as the 1993 Family and Medical Leave
Act, which requires employers with at least 50
employees to provide up to 12 weeks of unpaid
leave for child care after the birth or adoption
of a child (or for taking care of immediate
family members with serious health conditions).
Upon return from leave, employees must
be guaranteed the ability to return to their
positions or equivalent jobs, and employees
retain the right to receive health insurance
while on leave. There is no specific amount of
fully paid leave, which varies based on employer
practices. A few states, such as California, also
mandate periods of paid family leave.
➜ Italy, with the lowest birth rate in the European
G7 at 1.38, has created a $1 billion fund to
invest in supporting female participation in
the workforce and encourage larger families.
Initiatives include work/life balance practices
in small and medium enterprises (SMEs),
grants to offer large family discounts for
utilities, more support for international
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adoptions and an effort to provide day care for
a third of children under three (compared to
fewer than 10% currently).
➜ Japan, with a birth rate of 1.27, has been
working to gradually address the problem for
over a decade without much effect. Measures
taken thus far include increasing the cash
lump sum paid on the birth of a child,
subsidies for infertility medical treatment,
work/life guidelines for employers, and
expanding nursery care for pre-school children.
Without stronger measures to increase the
fertility rate or a more aggressive approach
to immigration, it is unclear how Japan will
meet the coming changes in workforce and
population demographics.
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From the analysis of the demographic challenges
facing different countries in Section 1 and the
review of how the various governments have
responded thus far, it seems clear that some
G7 countries are better positioned to meet the
challenges posed by their aging populations than
others. As illustrated in Exhibit 2.5, our analysis
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suggests that the G7 countries currently fall into
one of three broad categories in terms of their
readiness for the demographic trends likely to
unfold over the next few decades or more:
Well-positioned countries: Compared to the other
G7 countries, Canada, the U.K. and the U.S. have
fewer demographic and labor market challenges
and have a number of supportive policies in effect
regarding the aging population. The combination of
these factors makes these countries well-positioned
for the future.
Turnaround under way: Both Germany and
France have initiated far-reaching policy changes
and have demonstrated a commitment to see
them through. But the scale of the challenges they
face is considerable. As a result, heightened effort
may be needed to overcome the demographic
challenges many forecasters predict. Both of these
countries are seeking to reform well-entrenched
social models in which the government plays a
fairly large role in the management of workforce
issues, and this model makes change more difficult
to achieve.
Early indications suggest that there is a growing
consensus in Germany around the direction of
change. France, on the other hand, while already
having embarked on public policy changes to
address its demographic challenges, is less far along
in the process and the consequences of reform are
being hotly debated. The recent French presidential
election saw a clear choice for voters between:
➜ Overt labor market liberalization with
significant reform of the social contract
between the people and the state, and
➜ A continuation of many of the existing policies,
accompanied by a slower pace of change.
Conservative Nicolas Sarkozy won the French
presidential election in May, 2007 with just over
half the vote in the run-off election, setting off
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some limited rioting. Sarkozy was elected with
promises of far-reaching economic reform, though
details of what this change means are only
starting to emerge. Immigration, economy and
environment are all part of his ongoing agenda.
One of his new proposals could allow seniors
to draw their pension while working, up to a
maximum of 1.6 times the minimum wage.
More focus required: Italy and Japan face the
toughest demographic challenges of any of the G7
countries, with rapidly aging populations, growing
longevity and anemic birth rates. The scale of
additional policy changes needed is significant, and
it will be very complex at this point to implement
programs that really address the issues head on.
The longer needed changes are postponed, the
greater the potential economic and social impact,
although the challenges facing these two countries
are quite different:
➜ In the case of Italy, there is considerable
opportunity for reform and increased
participation by individuals in the labor force.
Indeed, some progress has already been made,
but the pace of change is still relatively slow.
➜ Japan is the most challenged of the G7
countries in a demographic sense, facing a
population with the longest life expectancy,
but with very low birth rates. Compounding
these issues is the country’s stated preference
to avoid immigration. Japan already leads the
world in the length of its citizens’ working life
and has very high labor force participation
rates. But, faced with a potentially sharp
decline in its working-age population, there are
serious questions about how to close Japan’s
inevitable labor force gaps. This may be the
ultimate irony for a country that, with few
natural resources, has historically been able to
rely on its greatest resource—the ingenuity of
its people—for prosperity.

Section 2 | The Public Policy Response: Will It Be Too Little, Too Late?

Faced with low birth rates, the prospect of low
or no labor force growth and limited prospects
for immigration or rapid productivity gains to
make up the shortfall, leaders of many of the G7
countries are recognizing that their best hope for
averting economic setbacks in coming years is
to promote fuller workforce participation among
current workers who are in or will soon enter
the “retirement zone.” Ultimately, however, the
success of governmental efforts to increase labor
force participation of older workers will depend
primarily on the actions of private employers and
the desires and needs of older workers themselves.

they think about work, what keeps them there,
what drives them away, and their expectations
for both their working lives and their retirement.
These views and expectations hold important
implications for both employers and policymakers
trying to prepare for the workforce and economic
changes ahead.

The next section of this report will examine the
attitudes of workers in the G7 countries: what
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Section 3 | The Employee Viewpoint: Ready, Willing and Able
No examination of aging workforce issues would be complete without an
understanding of the employee perspective on work, the workplace, and retirement.
To keep today’s 50+ workers on the job longer than those of recent generations,
employers across the G7 countries will need to offer the right combination of reward
programs along with a rewarding work experience that values their talents and
contributions and continues to engage them. Achieving that winning combination
requires a clear understanding of employee expectations, needs and concerns.
countries. The sample disposition is available
upon request. The maximum margin of sampling
error at the 95 percent confidence level for the
total sample representing the entire G7 is plus or
minus one percent. For each of the G7 countries,
the margin is plus or minus three percent. For the
50+ sample in each country the margin of error is
approximately plus or minus six percent.
This section highlights the key findings of this
survey and offers new insights about the G7
workforce with regard to:

To help provide that understanding, Harris
Interactive was retained to field an online survey
of people working full-time in midsize (100 to
4,999 employees) and large organizations (5,000
or more employees). These employees were from
the G7 countries and were randomly selected
from the Harris online panel. Conducted in the
spring of 2007, the survey elicited responses from
more than 8,200 workers—over 1,000 in each
country. Slightly over half (53%) of the overall
sample was employed in midsize organizations,
with the remainder working in large organizations.
More than a quarter (27%) of the respondents
were age 50 or older. The respondents make up a
statistically valid sample of the workforce age 18
to 70 in midsize and large organizations in these

➜ Employee views about working, including
why people work, what motivates them to do
their best work and what workplace programs
are most attractive to 50+ workers—and, thus,
most critical to employers’ efforts to attract and
retain mature talent.
➜ Expectations for retirement, including when
today’s workers expect to retire from their
primary occupations and what they intend to
do thereafter, along with the key factors that
influence the timing of their retirement decisions.
➜ Perceptions about the workplace, including
the all-important cultural attributes such as
the perceived prevalence of age discrimination,
whether older workers’ contributions are
valued and whether they see opportunities
for continuing growth, development and
advancement in their current jobs.

Perspectives of Employers, Workers and Policymakers in the G7 Countries on the New Demographic Realities
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Overview of Survey Findings
While there are some significant differences in
employee views and perspectives from country to
country, the survey findings overall hold a number
of important messages for employers across the G7
countries in thinking about how best to meet their
critical talent needs in the years ahead:
➜ The potential near-term exodus of 50+
talent should not be underestimated. While
there has been a great deal of commentary
and speculation about how long the current
generation of workers will continue working,
the survey suggests that many employers could
be in for a painful awakening fairly soon.
In fact, 41% of the 50+ employees surveyed
indicate that they expect to retire in the next
five years, and retirement is a possibility for
another 18% (who responded “not sure”). For
the individual countries, the percentage of
50+ workers planning to retire within five
years ranges from a low of 38% in Germany
to 44% in France and Japan. On average, the
survey respondents across all age groups and
countries expect to retire from their primary
occupations at age 60 and to retire completely
58 |

at age 65. Notably, 50+ workers expect to
work longer than younger workers in every
G7 country except France—most likely a
combination of those closer to retirement age
wanting to continue working for personal
reasons as well as realizing the need to work to
meet their retirement financial needs.
➜ This talent won’t disappear from the labor
force entirely. Across the G7 countries, well
over a third (39%) of those surveyed say they
plan to continue working in some capacity
in retirement, although this intention varies
widely from country to country (ranging from
a low of 15% in France to fully half of the
Japanese workers surveyed). Among those who
want to continue working in retirement, a third
of those surveyed are looking to work part-time
in a different occupation for a new employer.
➜ Age discrimination in hiring practices
continues to be a serious concern around
the world. The level of confidence among
workers age 50+ in their ability to find new
jobs is much lower than for workers below age
50. Age discrimination is viewed as the single

Section 3 | The Employee Viewpoint: Ready, Willing and Able

largest barrier to finding jobs for workers over
age 50, as between 59% and 76% (depending
on country) of the 50+ workers surveyed cited
this as a concern. On the positive side, a far
lower percentage of the 50+ respondents—
about one in four across the seven countries
—reports having actually experienced age
discrimination on the job.
➜ Money is only one motivation for the
50+ workforce. Older workers’ appetite for
embracing new challenges and experiences is
consistent with the survey finding that workers
across the G7 countries are motivated to work
in retirement both by financial needs and
by the desire to stay physically and mentally
active. At the same time, however, the survey
results underscore the financial challenge

6\ZY^hXg^b^cVi^dc^c]^g^c\egVXi^XZh
Xdci^cjZhidWZVhZg^djhXdcXZgc
VgdjcYi]ZldgaY#I]ZaZkZad[
Xdc[^YZcXZVbdc\ldg`ZghV\Z*% 
^ci]Z^gVW^a^inid[^cYcZl_dWh^h
bjX]adlZgi]Vc[dgldg`ZghWZadl
V\Z*%#6\ZY^hXg^b^cVi^dc^hk^ZlZY
Vhi]Zh^c\aZaVg\ZhiWVgg^Zgid
[^cY^c\_dWh[dgldg`ZghdkZgV\Z*%#
facing many mature workers today as the
evolution from traditional defined benefit
retirement programs to defined-contribution
arrangements continues and, in some countries
(e.g., the U.K.), accelerates. Only a quarter of
the survey respondents across the G7 countries
feel they are financially well-prepared for
retirement today, and this percentage is far
lower in countries like France (15%), Italy (19%)
and Japan (12%). Typically, the workers 50+

have done more planning for retirement and
tend to be saving more money for retirement
than younger workers. The percentage of
employees who say they are not saving for
retirement drops significantly at later ages. The
result: employees’ confidence about their ability
to retire, while still low, increases with age.
➜ Mature talent can play a pivotal role in
today’s knowledge-based economy. Across
all of the age groups and countries surveyed,
older workers are viewed as making important
contributions to their organizations on
the strength of their experience, industry
knowledge, advice and firsthand knowledge
of their organizations. Moreover, just one in
five of the workers surveyed across the G7
countries see older workers as less productive
than younger workers, although less than
half (45%) of those surveyed report that
older workers are viewed positively in their
organizations. There are, however, wide
differences in perception from country to
country. Older workers are viewed more
positively in the United States, Canada, the
U.K. and Germany—and less positively in
Japan, Italy and France.
➜ Employers face a range of challenges
in attracting and retaining this talent.
Perhaps the most daunting of these involve
organizational culture, including lingering
perceptions of age bias in the workplace and
the fairly pervasive view that older workers
are not as welcome or as highly valued as their
younger colleagues. For example, about twothirds (66%) of the 50+ employees surveyed
across every G7 country express concern about
potential age bias in hiring, while only about
a third (38%) of these employees believe that
their current employers encourage continuing
employment of older workers. Also telling in
this regard is that almost half (47%) of the 50+
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respondents overall view their best working
years as behind them, and this percentage is
as high as 57% for 50+ workers in Germany
and Japan. Clearly, employers have a long
way to go to create the kind of inclusive
work environments that effectively engage
diverse groups of employees and encourage all
employees to contribute to the fullest.
➜ The right programs and policies can make
a difference. Despite the lingering cultural
barriers that need to be overcome in some,
if not all, of the G7 countries, there are
programmatic changes that employers can
make to provide a more attractive—and
fulfilling—work environment for 50+
talent. Chief among these, according to the
survey responses, are more flexible working
arrangements (including expanded part-time
employment opportunities) and enhanced
opportunities for learning and growth.
Workers age 50+ also value pensions more
:m]^W^i(#&

than their younger counterparts, and many
would welcome the ability to begin receiving
partial pensions while continuing to work parttime. Local pension laws pose an impediment
to these kinds of arrangements in some
countries. Mandatory retirement polices also
continue to play a significant role in a few
countries. But, there are steps that employers
can take—today—to make their organizations
more receptive to the aging workforce.
Following is a closer look at the survey findings and
their implications for employers in the G7 countries.

K^Zlh6WdjiLdg`
Not surprisingly, financial motives and the need
to support other family members are the primary
reasons why people work, although social needs
—such as the desire to be productive, a sense
of obligation to society and even enjoying one’s
chosen profession—also factor into the equation.
In countries with strong traditions of employment-
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based health insurance, like the United States, the
need to provide for personal and family health
care needs is also an important motivator. Exhibit
3.1 shows the top five reasons for working given
by the survey respondents overall and in each of
the G7 countries.

and often more engaged than their younger
colleagues, enhancing their value and performance
in roles requiring high levels of experience,
communication and decision-making skills. It is
also noteworthy that, in both Japan and France,
the need to support family members is among
the top five reasons why people intend to work in
retirement.

When asked what motivates people to work during
their “retirement” years, the survey respondents
who plan to work in retirement provide a slightly
different picture that focuses on a mix of financial
needs combined with the physical and social
aspects of working. (See Exhibit 3.2.) This finding
speaks to the unique value that organizations
can realize from hiring and accommodating
the needs of semi-retired workers who—in
addition to financial rewards—are looking for
the opportunity to keep themselves mentally and
physically active and engaged in productive work.
As previous AARP research has shown9, in part
because of their somewhat different motivations,
older workers tend to be highly committed
:m]^W^i(#'

As with the reasons why people work, the survey
responses point to some interesting differences
from country to country in terms of how people
view their work and careers. For example, Exhibits
3.3 and 3.4 reveal mixed views of work across the
G7 countries depending on the age segment. While
most employees report that they are continuing
to grow in their careers, the optimism that the
best working years are yet to come is very low
among the 50+ group. One positive finding is that
relatively few say they have difficulty keeping up
with the accelerating pace of technological change.
These views are decidedly more positive in North
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America, however, and significantly less positive
in Japan, possibly the result of the advanced age
of the Japanese workforce coupled with fewer job
opportunities in Japan. As Exhibit 3.4 confirms,
:m]^W^i(#(

older workers are far less likely than younger
workers to have positive views of the future in
every country studied.
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parts of Europe, making the competition for work
increasingly difficult for all employees, including
new graduates. The challenge in Italy is even
greater for mid-career employees, where the only
available job options for displaced workers may be
contract work without social insurance benefits.
Employees in France face similar challenges with
high unemployment rates. In Germany, hiring new
employees carries significant risks for employers
because of the rules on job protection, so it is often
difficult for workers to change jobs.

Country-by-country variations in the desire for
continued employment and retirement timing
may also be connected to overall concerns about
the ability of 50+ workers to find new jobs in
today’s increasingly competitive workplace. Exhibit
S-3.1 shows the responses of the overall survey
sample to a question about how confident workers
are in their ability to find new jobs in timely
fashion if their current positions were eliminated.
French, Italian and Japanese workers are the most
pessimistic, with the Japanese most pessimistic
of all. North American workers are the most
optimistic in this regard, most likely a reflection
of cultural attributes and the current strength of
the U.S. and Canadian economies. In Italy, jobs
are growing at a much slower pace than in other
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Concerns about age discrimination play a role
for many older workers thinking about changing
jobs. As Exhibit S-3.2 shows, well over half of the
workers 50+ surveyed in every country see the
potential for age discrimination—ranging from
59% of those surveyed in Japan to over threequarters (76%) of those surveyed in the U.K. This
finding is somewhat startling, given the efforts that
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government policymakers have made across the G7
countries to combat age bias in employment.

differences. For example, employees in France and
Germany report that age discrimination is likely
before age 50, while Japanese workers on average
don’t see bias until around 57.

It is interesting to note, however, that, while
perceptions that age bias is likely are fairly
widespread, the percentage of survey respondents
age 50+ who report having experienced such
discrimination personally is far lower—on the
order of about one in four across the G7 countries.
As Exhibit S-3.3 also shows, discrimination in
recruiting and promotions is more common that
being laid off due to age among the workers
surveyed in every G7 country.
On average, the employees surveyed report
that older workers in their countries face age
discrimination beginning around age 55,
although here again there are country-by-country
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:meZXiVi^dch[dgGZi^gZbZci
While the coming exodus of the big “baby boom”
generation has been long anticipated and much
debated in popular, academic and even financial
publications, the fact remains that the large
generation born between 1946 and 1964 is rapidly
nearing the age at which people across the G7
countries have been retiring in recent decades.
Exhibit 3.5 underscores the potential talent drain
looming on the horizon for employers in these
countries. As you can see, expectations regarding
retirement are fairly consistent from country to
country, with about four out of every ten of the
survey respondents age 50+ expecting to retire
within the next five years.
Of greatest concern here from the employer
perspective is Japan, where almost three-quarters
of the 50+ respondents could retire in the next five
:m]^W^i(#*

years if the “undecideds” elect to retire. This most
likely reflects the age of the Japanese population
combined with the tradition of mandatory
retirement policies among Japanese employers.
However, there is also growing uncertainty about
retirement in Japan because of concerns about the
government’s ability to pay for pensions as well as
recent changes to retirement ages for governmentfunded pension benefits that Japanese workers
may not yet fully understand.
Across the countries studied, employees
increasingly appear to be viewing “retirement”
not as a single point in time but, instead, as a
transitional period in which they leave their
primary occupations and then continue to work for
a number of years in a new field or on a reduced
basis. In terms of the ages at which employees
expect to retire, the average across all survey
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respondents in all of the G7 countries is about age
60 for retirement from their primary occupations
and age 65 for complete retirement. As employees
approach retirement age, however, there’s a
tendency to prolong their working years, no doubt
for both financial and personal reasons. As Exhibit
3.6 shows, 50+ workers expect to continue working
longer than their younger colleagues in every
country studied except France. In France, recent
legislation has increased the number of years of
work required to receive the maximum pension,
so younger workers recognize that they will be
required to work longer.
In addition, it is clear that some employees
are forced to accelerate their retirement due to
corporate restructurings, while others voluntarily
chose to retire and then return to work for various
reasons. As Exhibit 3.7 shows, this pattern is
particularly common in Japan, where the culture
strongly supports the idea of people “retiring”
from their primary occupations and taking on less
stressful jobs. In fact, almost half (48%) of the 50+
workers surveyed in Japan report having already
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“retired.” In the U.S., one in five of the 50+ workers
has already retired, and it is not uncommon for
people to retire, decide that “retirement” is not
for them and return to the workforce in some
capacity. In contrast, cultural barriers to working
in retirement remain fairly strong in France,
Germany and Italy.

variables before and after age 50. Interestingly,
having sufficient retirement income is generally
far less important to 50+ workers than to younger
workers (with the exception of Japan), while
factors such as benefit eligibility and health status
(in particular in the U.S., U.K., Canada and Japan)
take on more prominence for older workers.

A number of factors go into employees’ thinking
regarding the timing of retirement. For the
survey sample overall, as shown in Exhibit 3.8,
having sufficient retirement income is paramount,
followed by the employee’s health status, nature
of the work and eligibility for government and
company-sponsored retirement benefits. Exhibit 3.9
shows how the G7 employees surveyed rank these

Across the G7 countries, slightly more than a
quarter (28%) of the 50+ workers surveyed report
that their companies still enforce mandatory
retirement ages for some jobs, but there is
significant variation from country to country.
(See Exhibit 3.10) In Italy, while there is no formal
mandatory retirement age, there is very little
flexibility to work and receive a government
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pension. As a result, employees in Italy view the
age of eligibility for a government pension as
tantamount to a “mandatory retirement” age. The
laws of France, Germany and Japan still allow
employers to specify a mandatory retirement age,
and such policies remain fairly common in these
countries. In the U.K., the age discrimination
rules have only recently been passed and therefore
employees may not yet be aware that these policies
no longer are permitted.

While efforts to abolish mandatory retirement
are under way in some of these countries, it is
worth noting that such efforts aren’t universally
supported by employees. As Exhibit 3.11 shows,
more than a third of the survey respondents
in some countries (e.g., France, Germany and
Italy) are in favor of mandatory retirement. Most
interesting here is Germany, where workers age
50+ are significantly more in favor of mandatory
retirement than their younger colleagues.

EZgheZXi^kZhd[:beadnZgh!Ldg`ZghVcYEda^XnbV`Zgh^ci]Z<,8djcig^Zhdci]ZCZl9Zbd\gVe]^XGZVa^i^Zh

q +.

To the extent that having sufficient income does
come into play as 50+ workers approach the
decision point regarding retirement, the survey
responses suggest that many employees may
be facing strong financial reasons to postpone
retirement, at least temporarily. This is especially
true in those countries where employers have
moved most quickly away from traditional
defined benefit pension plans designed to
provide a predictable lifetime income toward
defined contribution programs that shift more
responsibility to employees to save and invest for
their retirement. Among the G7 countries, the U.K.
is probably the farthest along in this evolution, as
recent Towers Perrin research10 found that only
about one in five large U.K. companies continues to
offer a defined benefit pension plans to new hires.

:m]^W^i(#&'

Exhibit 3.12 provides a look at how the survey
respondents who expect to work in retirement
view their financial situations. In most G7
countries, only a quarter of those surveyed who
expect to work in retirement believe they are
well-prepared financially today. The exception
here is Germany, where 43% view themselves as
well-prepared. This overall finding that relatively
few workers feel well-prepared for retirement
is not surprising in view of the fact that not all
employees are actively saving or planning for
retirement—and the fact that even fewer (only
18%) have done a significant amount of retirement
financial planning. The country differences
are especially interesting here, as the Japanese
respondents—widely regarded in the West as
having high rates of saving versus spending—
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feel the least well-prepared financially for retirement
(only 12%). This may be due to the combination
of the high cost of living in Japan, poor investment
performance, concerns about the government’s ability
to fund its pension promises and the potential for
retirees to outlive their assets.
The French respondents also lag on the saving
front, in part a reflection of the rich government
pensions and social benefits in France. The French
have a particularly negative view of planning
and saving for retirement, and many French
workers show little concern about the issue. French
workers save for retirement via mandatory pension
schemes, but they often lack a clear understanding
of how much they are saving and what they
will need.11 In Germany, there is still some level
of confidence in the public pension system,
:m]^W^i(#&(

>cbdhi<,Xdjcig^Zh!dcanV
fjVgiZgd[i]dhZhjgkZnZYl]d
ZmeZXiidldg`^cgZi^gZbZci
WZa^ZkZi]ZnVgZlZaa"egZeVgZY
ÄcVcX^VaanidYVn#I]ZZmXZei^dc
]ZgZ^h<ZgbVcn!l]ZgZ)(k^Zl
i]ZbhZakZhVhlZaa"egZeVgZY#
supplemented by access to defined contribution
saving systems that are also subsidized by the state.
Ultimately, the survey responses suggest that
employees across the G7 countries still count
heavily on their governments to provide for
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them in retirement. As Exhibit 3.13 suggests,
the traditional notion that financial security in
retirement is supported by a “three-legged stool”—
made up of social security (or other governmental
program), a company pension and individual
savings—is alive and well across the G7 countries.
How quickly this expectation changes in response
to the trend among companies away from defined
benefit pension plans remains to be seen.

great deal or at least somewhat. This suggests at
least some measure of confidence in the financial
underpinnings of retirement in these countries.

Of course, in addition to the financial aspects of
the decision about when to retire, there is also an
important personal and emotional side of the issue.
Many employees view retirement as a special time
of life where they have the opportunity to travel
and focus on hobbies after many years of work. As
Exhibit 3.14 shows, most employees across the G7
countries are still looking forward to retirement a
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K^Zlh6WdjiLdg`^c\^cGZi^gZbZci
The survey confirms that an emerging view
of “retirement” that includes the possibility of
continuing employment in some capacity after the
primary career ends is taking hold across most of
the G7 countries. This new view of retirement has
been well documented in the United States.12 For
the G7 countries overall, approximately four out
of every 10 workers surveyed expect to continue
working in retirement to some extent, although
the country-by-country differences here are
significant—ranging from just 15% of the survey
respondents in France to over half (52%) of the
Japanese respondents. (See Exhibit 3.15).
The views of the French and German respondents
reflect the strong retirement cultures in these
countries, which have traditionally provided

financial incentives for older workers to move on
and make way for younger employees. To some
extent, these traditions in continental European
countries contrast with those of the United States,
Canada and the U.K. where there is almost an
expectation of continued employment driven
by financial considerations and expectations of
continued good health. A combination of factors
could be at play in these countries, including
a decline in the value of government-provided
retirement benefits relative to earnings over
the past quarter century, reductions in private
employer-sponsored pensions and growing
wariness of private financial institutions in the
wake of recent scandals. At the other extreme, the
Japanese respondents show the strikingly different
attitude that permeates a national economy where
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active and extended employment is valued and
respected (or necessary to survive), supported
by business networks that enable workers to
downshift from jobs with their primary employers
to a company’s subsidiaries, for example.
The extent to which employers can effectively tap
this pool of experienced older workers remains
to be seen, however. Relatively few of the survey
respondents who plan to work in retirement—
just 12% across the G7 countries—anticipate
continuing to work full-time in their current jobs,
and only slightly more (14%) expect to work parttime for their current employers. As Exhibit 3.16
shows, the most common expectation is to pursue
part-time work in a new organization, followed by
starting one’s own business.
,)q

To some extent, these findings may reflect a sense
of burnout with employees’ current jobs, or it may
be the result of perceived barriers to pursuing
flexible working arrangements in employees’
current companies. This would not be surprising
given that the respondents work for midsize
and larger organizations, which tend to be more
rigid in many respects than smaller businesses.
Nevertheless, it points to a desire among many
of today’s G7 employees who plan to work in
retirement to try new things, reinvent themselves
and seek a “change of venue” in their jobs, often
with an entrepreneurial bent. Employers seeking
to recruit or retain this seasoned talent will need to
consider and respond to these workers’ desires for
a change of pace and new experiences.

HZXi^dc(qI]Z:beadnZZK^Zled^ci/GZVYn!L^aa^c\VcY6WaZ

6XXdbbdYVi^c\DaYZgLdg`Zgh¼CZZY
[dg;aZm^WaZLdg`

Similarly, expectations regarding volunteering
for community service work also vary between
younger and older groups. Exhibit S-3.6 shows the
percentage of respondents in each country and
overall who perform community service work.
Community service work is most common in the
U.S. and Canada, and least common in Japan and
the U.K. However, the Italian respondents report
performing the most community service work—
an average of 7.5 hours per week—compared to a
low of 2.1 hours per week in Japan. As Exhibit S-3.7
shows, workers age 50+ are more likely to perform
community service than younger workers.

For employers thinking about how to attract or
retain older workers today, the importance of
flexible schedules can’t be overemphasized. And
it’s not just that older workers want to take time off
to play golf or visit their grandchildren, although
some undoubtedly do. Older workers also have
different needs and expectations with regard to
care-giving and giving back to their communities
than younger workers do.
As you can see from Exhibit S-3.5, workers age 50+
are typically as likely as younger workers—if not
more likely—to have care-giving responsibilities in
almost all the G7 countries which increase with age.
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K^Zlhd[i]ZLdg`:ck^gdcbZci
If many of today’s workers are potentially willing
and able to continue working in some capacity
beyond traditional retirement age, what kind of
reception are they likely to receive in midsize and
large organizations? In most G7 countries, the
reception may be less than welcoming, judging
from the survey responses.
Overall, just over a third (38%) of the employees
surveyed believe that the organizations they
work for encourage continuing employment
of older workers, while almost as many (33%)
disagree. (See Exhibit 3.17) The respondents’ views
of the environment for older workers are most
positive in the United States (where 49% of the
respondents see employers encouraging continuing
employment) and least positive in France (10%)
and Germany (11%). These differences most
likely reflect the greater diversity and openness
of the U.S. labor market across the board, coupled
with the fact that the U.S. has had a national age
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Vaad[i]Z<,Xdjcig^Zh]VkZlZaa"
YZÄcZYeda^X^ZhidZcXdjgV\Z
Xdci^cj^c\ZbeadnbZcid[daYZg
ldg`Zgh#BdgZdkZg!^c[djgd[i]Z
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VgZbdgZa^`ZanidY^hXdjgV\Zi]Vc
ZcXdjgV\Zldg`Zghid`ZZeldg`^c\
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discrimination law in place (protecting workers
40 and older) for 40 years. In Europe, by contrast,
many countries have only recently implemented
age discrimination statutes in response to an EU
directive adopted in 2000. Also noteworthy is that
age bias laws in the EU countries provide legal
protection to employees of all ages—not just to
older workers, as in the United States.
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The notion that workplace age discrimination
persists to some extent in most G7 countries—
either tacitly or overtly—is also borne out by the
responses to another survey question. As Exhibit
3.18 shows, relatively few employers across all
of the G7 countries have well-defined policies
to encourage continuing employment of older
workers. Moreover, in four of the seven countries,
employer policies are more likely to discourage
than encourage workers to keep working past
normal retirement age. Only in Canada, the U.S.
and U.K. do most of the employees surveyed
believe their organizations are age-neutral and
committed to employing people of all ages. This
points to significant challenges ahead—both for
older workers seeking to extend their participation
in the workforce and for employers competing for
scarce talent in tightening labor markets—on the
European continent and in Japan.
,-q

For the European continent, these findings
confirm that workers in many organizations still
cling to traditional expectations about work and
careers (e.g., the notion that older workers should
move on and make way for younger workers)—
despite recent legislative and workplace changes in
a number of countries. Much of that legislation is
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of a recent vintage, however, and cultural attitudes
take time to change, especially when employment
levels remain relatively high, as in France. The
change process is also playing out slowly in Japan,
despite recent legislative changes designed to
encourage workers to extend their careers.

part-time work and flexible schedules are viewed as
most useful in supporting continuing employment
of older workers, although financial rewards such
as retention bonuses, pension credits for delaying
retirement and the ability to collect a partial
pension while working also rank fairly highly.

For employers looking to attract and retain mature
talent in the years ahead, the survey offers some
insights as to the kinds of workplace and reward
programs that employees view as most effective in
supporting continuing employment and meeting
older workers’ needs. Exhibit 3.19 shows which
programs are most likely to be offered and which
are viewed as most useful by the employees
surveyed across the G7 countries. Not surprisingly,

From the survey data, it appears that learning
and development programs, while often available,
as currently structured are not effective in
retaining older workers. This may be due to the
fact that the focus of many employer training
programs is on training for entry level employees
with more limited opportunities available for
experienced employees.

EZgheZXi^kZhd[:beadnZgh!Ldg`ZghVcYEda^XnbV`Zgh^ci]Z<,8djcig^Zhdci]ZCZl9Zbd\gVe]^XGZVa^i^Zh

q ,.

Employee Views on Work and
Retirement: Industry Similarities
and Differences
In addition to the varying employee views from
country to country, the survey also reveals some
interesting differences in employee perceptions
about work and retirement in different industries.
While the responses show many more similarities
than differences from industry to industry, the
differences (highlighted in Exhibit S-3.8) including
the following:
➜ Employees in both the health care and the public
sectors tend to be more mission-oriented and
bring a strong desire to contribute to society
through their jobs.
80 |

➜ Financial services employees are more focused
on saving and contribute at higher rates to
employer-provided savings plans than do
employees in other industries.
➜ Health care employees tend to want to stay in
the workforce longer than employees in the
other industries studied, which is likely due
to a combination of the flexible work options
easily available to them and the belief that
their work helps people and contributes to
society.
➜ Across the board, flex-time and part-time
work are the programs the employees view
as most important to retaining and leveraging
mature talent.

Section 3 | The Employee Viewpoint: Ready, Willing and Able

:m]^W^iH"(#-

<adWVa>cYjhignHXdgZXVgY/K^ZlhdcLdg`VcYGZi^gZbZci

CZl>cYjhign

L]Vi^h
Y^[[ZgZciVWdji
l]nZbeadnZZh
ldg`

6\Zl]Zc
ZbeadnZZh
l^aa[jaangZi^gZ

L]Vil^aa
ZbeadnZZhYd
V[iZggZi^gZbZci
[gdbeg^bVgn
dXXjeVi^dc

6kZgV\ZVccjVa
hVk^c\heZgXZci

:Vga^ZhiV\ZVi
l]^X]V\ZW^Vh
^hVXdcXZgc

Bdhi^bedgiVci
egd\gVbhid
gZiV^cbVijgZ
iVaZci

& CZZYi]ZbdcZn
' HVk^c\bdcZn
( Hjeedgi^c\[Vb^an
) :c_dni]Zldg`
* IdWZegdYjXi^kZ

=ZVai]8VgZ
& CZZYi]ZbdcZn
' :c_dni]Zldg`
( 8dcig^WjiZid
 hdX^Zin$]ZaeeZdeaZ
) HVk^c\bdcZn
* Hjeedgi^c\[Vb^an

GZiV^a
& CZZYi]ZbdcZn
' :c_dni]Zldg`
( Hjeedgi^c\[Vb^an
) HVk^c\bdcZn
* IdWZegdYjXi^kZ

DaYA^cZ

EjWa^XHZXidg

& CZZYi]ZbdcZn
' Hjeedgi^c\[Vb^an
( HVk^c\bdcZn
) :c_dni]Zldg`
* EZdeaZ]VkZVc
 dWa^\Vi^dc

& CZZYi]ZbdcZn
' Hjeedgi^c\[Vb^an
( :c_dni]Zldg`
) 8dcig^WjiZid
 hdX^Zin$]ZaeeZdeaZ
* HVk^c\bdcZn

6\Z+)#(

6\Z++#.

6\Z++#)

6\Z+*#&

6\Z+)#-

 EVgii^bZY^[[ZgZci
 dXXjeVi^dc$ZbeadnZg
 HiVgiVWjh^cZhh
 ;jaai^bZ^cbn
 XjggZci_dW

 EVgii^bZY^[[ZgZci
 dXXjeVi^dcY^[[ZgZci
 ZbeadnZg
 EVgii^bZXjggZci
 dXXjeVi^dcXjggZci
 ZbeadnZg
 EVgii^bZXjggZci
 dXXjeVi^dcY^[[ZgZci
 ZbeadnZg

 EVgii^bZY^[[ZgZci
 dXXjeVi^dcY^[[ZgZci
 ZbeadnZg
 EVgii^bZXjggZci
 dXXjeVi^dc$XjggZci
 ZbeadnZg
 HiVgidlcWjh^cZhh

 EVgii^bZY^[[ZgZci
 dXXjeVi^dcY^[[ZgZci
 ZbeadnZg
 HiVgidlcWjh^cZhh
 EVgii^bZXjggZci
 dXXjeVi^dcXjggZci
 ZbeadnZg

 EVgii^bZY^[[ZgZci
 dXXjeVi^dcY^[[ZgZci
 ZbeadnZg
 HiVgidlcWjh^cZhh
 EVgii^bZXjggZci
 dXXjeVi^dcXjggZci
 ZbeadnZg

&%#%

.#(

+#%

.#'

-#-

6\Z*)#&

6\Z*+#&

6\Z**#&

6\Z*)#*

6\Z**#'

&;aZmldg`

&Ldg`eVgii^bZ

'Ldg`eVgii^bZ

';aZmldg`

(Ldg`Vi]dbZ

(GZiZci^dcWdcjh

&Ldg`eVgii^bZ
';aZmldg`
(IgV^c^c\VcYh`^aah
 YZkZadebZci

&Ldg`eVgii^bZ

&Ldg`eVgii^bZ

';aZmldg`

';aZmldg`

(Ldg`Vi]dbZ

(Ldg`Vi]dbZ

HDJG8:66GE$IdlZghEZgg^c'%%,gVcYdbdc"a^cZhjgkZnd[-!'%%ZbeadnZZhldg`^c\Vib^YVcYaVg\Zh^oZYXdbeVc^Zh>cYjhign\gdjehVgZhjbbVg^oZY
[gdbi]ZXViZ\dg^ZhgZedgiZY^ci]ZVeeZcY^mVh[daadlh/CZl^cYjhign/7Vc`^c\!7jh^cZhh$egd[Zhh^dcVahZgk^XZh!XdbejiZg!ÄcVcXZ!^chjgVcXZ!bZY^V!VcY
iZaZXdb0=ZVai]XVgZ/=dhe^iVaVcYdi]Zg]ZVai]XVgZ0GZiV^a/GZiV^aVcY]dhe^iVa^in0DaYa^cZ/8dchjbZgegdYjXih!e]VgbVXZji^XVa!ji^a^i^Zh!]ZVknbVcj[VXijg^c\!
Vjidbdi^kZ!VeeVgZa!igVchedgiVi^dc0EjWa^XhZXidg/<dkZgcbZci!Cdi[dgegdÄi!ZYjXVi^dc#

EZgheZXi^kZhd[:beadnZgh!Ldg`ZghVcYEda^XnbV`Zgh^ci]Z<,8djcig^Zhdci]ZCZl9Zbd\gVe]^XGZVa^i^Zh

q -&

EZgXZ^kZYKVajZVcYHigZc\i]hd[
i]ZBVijgZLdg`[dgXZ
Ultimately, the survey responses provide
additional support for the notion that 50+ workers
can play a pivotal role in the workforce and
enhance companies’ business performance by
bringing experiences, skills and perspectives that
complement and enhance those possessed by
other workers. These important attributes, which
have been identified in prior research by AARP13
and others, may be especially critical in today’s
complex business world where teamwork and
global coordination play a growing role in creating
and sustaining competitive advantage.
As shown in Exhibit 3.20, employees of all ages
across the G7 countries recognize that older
workers contribute a wealth of experience,
industry and company knowledge, advanced
technical skills and patience in the workplace,
coupled with a willingness to offer advice and a
long-term perspective to their colleagues, among
:m]^W^i(#'%

other strengths. These contributions are invaluable
in countries where brawn and industrial work
practices have long since been eclipsed by service
industries and the knowledge economy. However,
employers should be aware of the generational
differences evident in this survey data.
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As shown in Exhibit 3.21, older and younger
workers have differing views in a number of
areas. While 50+ workers are clear in their view
that they can bring patience, technical skills,
constructive criticism, flexibility and new ideas to
the workplace, their colleagues under age 50 do not
necessarily agree. In the United States, for example,
about half (46%) of the 50+ workers surveyed
believe they contribute by being flexible, but only
about one in five (21%) of the respondents under
age 50 agree. In Germany, just over half (55%) of
workers 50+ believe that their older colleagues
contribute technical skills, while only about one in
three (34%) of workers under age 50 agree.
In some countries, older workers also bring a strong
work ethic, enhanced professionalism and an ability
to forge positive customer relationships, prompting
leading retail companies like Borders, The Home
Depot, McDonald’s and Royal Bank of Canada to
make special efforts to attract and retain an older
workforce globally. Indeed, these are among the
top reasons listed by survey respondents whose

companies encourage continuing employment of
older workers. (See Exhibit 3.22).
Overall, however, it seems clear that most
employees across the G7 countries are open to
an age-diverse workforce and value the skills
and talents that 50+ workers bring. As Exhibit
3.23 shows, 80% of the survey respondents see
no relationship between productivity and age.
However, issues of power and control in the
workplace can be more challenging, as four in
ten (41%) of the employees surveyed are most
comfortable working with a manager who is
older than they are, while three in ten (29%) are
most comfortable managing younger employees.
This suggests that employers endeavoring to
create age-inclusive work environments and
cultures should be sure to include initiatives to
help managers develop skills in operating in this
new type of environment where traditional and
long-established perceptions of hierarchy are
continually changing.
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Implications for Employers
Taken as a whole, the survey findings highlight
areas for improvement and offer some tips for
employers around the world to follow in trying to
attract, retain and more effectively deploy today’s
growing pool of mature talent:
➜ Provide as much workplace flexibility as is
feasible for your business, including part-time
and other flexible work arrangements (e.g., job
sharing, telecommuting).
➜ Align retirement programs with key business
and workforce needs and consider offering
added flexibility for working and receiving
pension credit (e.g., partial pensions while still
working, pension credits for delayed retirement)
where feasible under local pension law.
➜ Provide an inclusive and discrimination-free
environment for workers across the spectrum
—to encourage all workers to contribute and
achieve their full potential.

opportunities to experienced workers to help
talented people avoid “hitting the wall” and
losing interest in their work.
➜ Be sensitive to generational differences in
supervisory relationships, work habits and
other aspects of the work environment.
➜ Recognize that one-size-fits-all approaches or
solutions to managing employees are likely
to fail with today’s increasingly diverse global
workforce. Ask employees for their input and
then target solutions based on their unique
perceptions and needs.
Clearly, many older employees are ready,
willing and able to continue working and would
consider participating in the workforce in greater
numbers than ever before. But, employers in
many countries will need to adapt their current
policies and approaches to the realities of today’s
workforce if they hope to maximize the value of
this mature talent.

➜ Ensure that you continue to re-engage
employees by providing appropriate
robust career progression and learning
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Section 4 | The Employer Response: Emerging Best Practices
For employers in the G7 countries, the challenge or opportunity posed by changing
demographics lies not only in anticipating the likely implications for each organization,
but also in devising workable programs that effectively respond to each company’s
unique business needs, talent requirements and culture. As we saw in the last section,
there are no one-size-fits-all answers that will work for every organization. Developing
an effective response requires understanding where the organization is today, how
the workforce is likely to evolve over the next five to 10 years and what kinds of
human resource programs—from recruiting and retention initiatives to knowledge
management and rewards—will be needed to close any current or projected talent gaps.
To see how employers are approaching these
issues and where they stand in terms of their
preparations and preparedness, the study team
interviewed human resource professionals in
36 organizations across the G7 countries to
gather information and insights. Many of those
interviewed were senior HR leaders, and their
organizations range from small to very large in a
wide array of industries and the public sector. A
number of these interviewees are quoted in this
section, but for a complete list, please refer to the
appendix. AARP and Towers Perrin thank these
individuals who gave so generously of their time
and their insights.

From a statistical perspective, the interview
findings are not necessarily representative of
the broader employer perspective because the
sample was relatively small and no two of the
participating organizations are in exactly the
same place with respect to their business or
workforce challenges. However, the interview
findings do provide some important insights and
a broad outline of where employers in the leading
economies around the world stand with respect to
this issue today:
➜ There is virtually universal recognition
among employers that significant
demographic changes are rapidly
approaching. While some of the organizations
interviewed are feeling the pain more acutely
than others already, none is denying that the
potential for serious talent shortages and loss
of institutional knowledge is real.
➜ Employers generally accept—implicitly—the
idea that older workers provide substantial
value in the workplace, although they
do have some issues about cost and
performance. Across every country studied,
the interviewees spoke highly about older
employees’ strong work ethic, knowledge,
experience, dedication, reliability and the
special advantages they have in serving

Perspectives of Employers, Workers and Policymakers in the G7 Countries on the New Demographic Realities

| 87

customers and mentoring staff. At the same
time, for organizations that have not fully
adopted “market based pay for performance,”
there remain some concerns about the added
costs of an older workforce, especially in
organizations with benefit programs (e.g.,
traditional defined benefit pension plans
and employer-provided health care) that tend
to cost more for older workers. In addition,
in countries and industries where collective
bargaining agreements or employment customs
require significant seniority-based increases
in wages, the added cost of an experienced
workforce is a challenge. Health issues are also
of concern, in particular in jobs that require
physical strength, manual dexterity, stamina
or the use of cutting-edge technology. The net
perspective is that most employers believe that,
with appropriate planning and work design,
the value of leveraging mature workers will
outweigh the costs.
➜ Most employers have begun to focus on the
potential implications of likely “baby boom”
retirements, and many are now piloting or
implementing various initiatives designed
to enhance retention or recruitment of older
workers. The most common approaches
among the organizations interviewed are
rehiring retirees and offering more flexible
working arrangements (e.g., part-time and partyear schedules).
➜ Despite the many differences in the
organizations and countries studied,
the growing sense of urgency about
workforce demographics is giving rise to
a fairly consistent set of approaches and
best practices that are helping employers
compete for key talent in today’s challenging
environment. While the issues and
demographic realities are somewhat unique
in each country and each organization, the
--q

interviews reveal a consensus about what needs
to be done, which approaches are working and
where further change is necessary.
Here is a closer look at how employers in the G7
countries are approaching aging workforce issues,
including emerging best practices that other
organizations may want to consider.
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Employer Perceptions and Concerns
As noted, virtually every HR professional
interviewed for this study voiced concern over
today’s demographic trends, both in terms of their
current impact on the availability of talent as well
as for the next decade or more as the big post-World
War II generation reaches retirement age. In the
36 organizations interviewed, the percentage of the
workforce currently eligible to retire ranges from a
low of 12% to a high of 20%, while the percentage
of the workforce age 50 or older is at least 25% in
every organization studied. Average retirement ages
in these organizations reflect the broader labor force
patterns in the G7 countries, ranging from about
age 56 in the U.K. organizations interviewed to
about age 61 in the German organizations.
Exhibit 4.1 summarizes by country the most
common responses given by the HR professionals
interviewed when asked to identify the biggest
workforce challenges facing their organizations
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in today’s environment. Although there were
differences in perspective from country to country,
attracting and retaining talent, the need to create a
customer-focused workforce and a tightening labor
market across the developed economies are high
priorities for HR leaders.
The focus on fostering a strong customer
orientation is not surprising in the current
business context, given the unrelenting
competition for customers in today’s global
economy. The potential loss of 50+ talent
exacerbates this challenge because of the wealth
of experience, company and product knowledge
and customer empathy that older employees
bring to their jobs. Some employers did not
highlight productivity as a current key challenge
because significant improvements have already
been realized. Employers in the U.K., France
and Germany expressed ongoing concerns about
enhancing productivity given the economic

environment and competition. In addition, while
cost management will be an ongoing concern,
many employers believe that improvements in
efficiency have been achieved and will be less of
an opportunity in the future.
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Employees’ level of “engagement”—defined as
willingness to contribute extra effort and closely
correlated with motivation—also has an important
influence on customer satisfaction and, ultimately,
overall productivity and performance. Research
by Towers Perrin-ISR confirms that organizations
with higher employee engagement tend to deliver
better financial results than those with lower
engagement levels across a range of key business
measures. (See Exhibit 4.2.)

Perrin examined the responses of the 36,000
U.S. participants and found that employee
motivation levels, in fact, increase slightly with
age—with workers age 55 and older being the
most motivated, while those under 30 were least
motivated.14 In some industries, globally, the age
related differences are noteworthy. In financial
services companies, based on a sample of over
8,500 employees in the industry, the percentage
of the workforce that is highly engaged is only
10% under the age 30, 13% between the ages of 30
and 45, versus 20% for the employees over age 45.
These findings belie the common myth that older
workers tend to “check out” as they approach the
end of their careers.

Many of the HR executives interviewed spoke
of their organizations’ older workers as highly
engaged, motivated and committed, and other
research conducted by Towers Perrin provides
empirical support for the proposition that
employees’ motivation can be sustained—and
may even increase—with age. In that 2005
survey of 86,000 workers worldwide, Towers
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From the interviews with HR leaders around
the world, there are some employers who face
challenges of burnout and declining levels of
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engagement from employees who have been in the
workplace for a long time. Employers are generally
committed to try to “re-engage” their workforce by
providing more flexibility, new opportunities for
challenging work and skill development.

¹ BVijgZldg`Zgh^chZc^dg
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a^b^ih^ciZgbhd[\gdli]VcY
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others. In health care and manufacturing, for
example, the physical demands of jobs can take a
toll on employees’ health, increasing medical and
absenteeism costs. That said, a number of those
interviewed noted that physical requirements
have diminished in many jobs with advances in
technology and better ergonomics. In other cases,
these concerns can be dealt with through job
design. Sick, AG, a global company headquartered
in Germany focuses on a combination of job and
work design in terms of creating more ergonomic
work stations, and allowing flexible scheduling for
a number of roles including reduced work hours,
job sharing and home office.

AjXVBVhZaa^h!GZXgj^ibZci
Dg\Vc^oVi^dcVa9ZkZadebZciVcY>ciZgcVa8dbbjc^XVi^dc!
6cdc^bVEZigda^>iVa^Vc^!GdbZ!>iVan

Despite the largely positive views of the strong work
ethic, motivation and experience level of the older
workforce, some of the HR executives interviewed
did express concerns about the cost implications—
even though, for the most part, their organizations
have not done extensive analysis of the financial
implications of hiring and retaining 50+ workers.
The notable exception here involved the companies
in Japan, which have the most rapidly aging
workforce and, thus, face the most pressing need
to understand the associated financial realities. But
even when rigorous financial analysis was lacking,
the organizations interviewed believe they have a
reasonable understanding of the costs and benefits
of an older workforce.
Concerns about the costs tend to be more common
in some industries and some countries than in

In most cases, concerns about cost are related to
the types of compensation structures common
in the country or industry and the kinds of
benefit programs offered. The impact of cash
compensation, always a major component of labor
cost, depends on whether pay is more closely related
to seniority or job level. With seniority-based pay
structures, an older workforce is automatically more
expensive. Where compensation is based on job
level and performance, the correlation between age
and pay rates is less direct.
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In general, the HR professionals interviewed
in North America believe that their cash
compensation costs are more age-neutral, while the
interviewees from companies in Europe and Japan
report higher costs for older workers. The reason is
because North American employers have typically
moved farther than those in Europe and Asia
toward market-based salary structures that set pay
scales based on job and skill requirements and on
performance, rather than on age and tenure only.
For individual employers, the local employment
market and collective agreements with labor
organizations determine which compensation
approaches are followed. In Italy, for example,
salary increases relating to service (and therefore
to age) are a feature of blue-collar employment. In
the U.K. as well, pay scales negotiated with trade
unions can drive up wage-related costs for older
employees. In Europe as a whole, however, tenurebased compensation programs are increasingly
under pressure as European companies seek
greater competitive advantage through stronger
market-based and performance oriented
compensation programs.
Interestingly, the HR professionals interviewed
expressed relatively little concern about costs
related to paid time off, even though these costs
generally increase with service. In contrast,
traditional defined benefit (DB) pension plans
were mentioned as a potentially significant cost
concern because many DB pension plans tend to
be “back loaded,” with benefits accruing far faster
in the years immediately preceding retirement
than earlier in workers’ careers. In a number of
the G7 countries (e.g., U.S., U.K., and Germany),
however, the gradual trend at least among private
employers has been away from DB pension plans,
with companies putting more emphasis on defined
contribution retirement plans, such as 401(k) plans
in the United States. In Germany, many large
employers have recently converted their traditional
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plans to defined contribution plans, including
Commerzbank, Siemens, and Vodafone. With
these types of plans, the employer’s cost is typically
a percentage of pay for all plan participants, rather
than based on age or service, so these plans tend to
be more age-neutral (although they would be sensitive
to age- or tenure-based compensation differences).
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On balance, the HR leaders interviewed view the
benefits of employing older workers as exceeding
any added costs or risks. This view is consistent
with a Towers Perrin analysis published by AARP
in its 2005 Business Case for Workers 50+ report.
That analysis found the cost of an older workforce
to be only marginally higher in four U.S.
industries and likely to be offset by factors such
as lower turnover, higher engagement and other
positive attributes that 50+ workers bring to the
job. In particular, the organizations interviewed for
this study see 50+ workers as especially valuable
in serving their customer base, especially when
mature workers align with their customers.1
Given these views, virtually all of the
organizations studied today are confronted with
the following two challenges:
➜ Retaining older workers now on the payroll
as long as the employees would like to stay
on to leverage their knowledge and insights
within the organization
➜ To the extent possible, providing the processes
and incentives necessary to encourage the
transfer of knowledge and critical business
information from one generation to the next.

Similarly, few of those interviewed believe that
process or technology changes will, by themselves,
fully make up for the loss of large numbers
of highly skilled and experienced workers to
retirement. The consensus among these HR leaders
is that understanding and responding to the
economics of employing more older workers will
be a requirement—not an option—for employers
across the G7 countries in the coming few years.
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Ultimately, the interviewees see no quick fixes to
their emerging talent and knowledge issues on
the horizon. Immigration, one possible solution
to labor shortages, is not viewed as the answer
by most of the leaders interviewed, although
U.K. and U.S. employers are more positive about
its potential. As several interviewees noted,
the economic contributions of an immigrant
population depend on finding people with the
right skills or on taking steps to help build
those skills quickly and effectively. Both are
significant challenges in their own right. Moreover,
immigration typically brings its own social and
economic complexities and attendant costs.

EZgheZXi^kZhd[:beadnZgh!Ldg`ZghVcYEda^XnbV`Zgh^ci]Z<,8djcig^Zhdci]ZCZl9Zbd\gVe]^XGZVa^i^Zh

q .(

Emerging Best Practices
Every organization interviewed for this study has
already implemented one or more programs or
policy changes in response to aging workforce
issues, and some have adopted a wide array
of initiatives. Exhibit 4.3 highlights the most
prevalent approaches taken by the participating
employers thus far, along with those under
active consideration. Perhaps not surprisingly,
given the relatively low cost and clear-cut
benefits of being able to target people whose
skills and performance are already well known
to the organization, rehiring retirees is the most
common approach implemented thus far by
these employers. Providing more flexible work
opportunities—from part-time and part-year

schedules to telecommuting and even “flexplace”
arrangements (allowing employees to work in
multiple locations)—is also common, and research
by AARP 15 and other organizations confirms that
such flexibility is highly valued by 50+ workers.
Beyond the programmatic responses, the
interviews revealed that employers in the G7
countries are taking a range of organizational
approaches to address emerging talent and
knowledge management issues related to the aging
workforce. Indeed, there appears to be a spectrum
of organizational responses, ranging from a fairly
tentative “wait and see” posture at one end to a
highly proactive and integrated response on the
other. (See Exhibit 4.4.)
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Where each organization falls along the spectrum
depends on a number of factors, including current
and future talent needs, current workforce
composition and size of the organization’s 50+
workforce, relative availability or unavailability of
replacement talent in the relevant labor market(s),
importance of talent in the company’s industry
and specific business model, current and historical
reward programs (e.g, compensation structures,
types of retirement programs offered), pace of
change in the industry and the organization’s
overall employment culture, among others.
The interviews suggest that the organizations
feeling the most pain currently as a result of
aging workforce, growth and talent shortage
issues tend to be the most proactive today in
addressing those issues, while organizations for
which the anticipated talent crunch is still a few
years off have been somewhat slower to respond.
In addition, some organizations with a passion
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for ensuring a “diverse” workplace have begun
to extend that same passion and approach to
age diversity as was done for gender and ethnic
diversity issues.
Based on experiences in the organizations
interviewed and Towers Perrin’s consulting
experience, it seems clear that a fairly consistent
set of global best practices with regard to aging
workforce issues is beginning to emerge as most
companies have moved beyond the “considering”
stage to enabling and starting to both pilot and
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implement specific activities for which outcomes
can be observed and measured. In general, the
HR leaders interviewed suggest that the following
kinds of activities offer the best return on the
organization’s investment of time, money and
leadership attention:
Creating a discrimination-free work
environment: Of course, the goal of these
activities is to promote greater workforce diversity
overall so that all employees feel empowered to
contribute up to their maximum potential. In the
context of the aging workforce, relevant activities
would include:

Implementing working conditions and programs
suitable for older workers: Examples here include:
➜ Offering reduced/part-time work schedules.
NHS in the U.K. has increased their
telecommuting and part time work options.
➜ Providing ergonomic workstations: Renault,
France is working to recruit an ergonomics
specialist at every site to enable the
continuation of employment and review
working conditions.

➜ Offering an organizational culture in which
age does not play a role. HSBC, U.K. did an
extensive communications campaign in 2006
highlighting age related issues.
➜ Eliminating or avoiding formal age limits or
qualifications for program eligibility wherever
practical, including compensation, benefits
and development opportunities like training
so that older (and younger) employees have
the opportunity to participate equally in
all relevant activities. Sumitomo in Japan is
unusual in offering full-time employment
until 65 with regular (rather than rehired and
reduced) pay. McDonald’s, Japan eliminated
their mandatory retirement ages and tied
pay to jobs rather than seniority. Renault,
France has developed an e-training program
to offer personalized and flexible training
opportunities for their 50+ workers.
➜ Ensuring that all programs and initiatives
addressing demographic challenges are
viewed as cross-functional, not HR-specific.
Deutsche Bank, Germany created a task force
for age diversity with prominent leadership
representatives.

➜ Offering health promotion programs (e.g.,
workplace checkups, blood pressure monitoring)
Principal Financial, U.S. has an on-site
pharmacy and fitness program.
➜ Providing specific training programs for older
employees, incentives for lifelong learning
and professional training and certifications for
unskilled workers. EADS, France has targeted
career development for workers over age 45 to
help people determine future objectives and
then participate in programs to enhance skills.
➜ Creating multi-generational teams to facilitate
knowledge transfer: Sick, AG, Germany
promotes age diverse teams, especially in R&D
and production with premium pay for team
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performance. Anonima Petroli Italiana, Italy,
created a training program on age diversity
where participants worked together to develop
action plans and solutions to any generational
barriers.
➜ Offering added resources and support for elder
care. Pitney Bowes, U.S. Employee Assistance
Plan has been expanded to include resources
for elder care.
➜ Exempting older workers from piecework,
standby duty, night shifts and other physically
demanding work assignments. Brose, Germany
redesigned its jobs to provide different options
depending on physical capabilities.
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➜ Offering flexible working arrangements (e.g.,
reduced hours, part-year, “flexplace” and
others) to meet the specific needs and interests
of current—and prospective—older workers.
John Deere, U.S. allows their retirees to work
all over the country.
➜ Permitting older workers to transfer to other
jobs. Renault has enhanced their international
mobility programs targeted for mature workers
given the knowledge, expertise and networking
capabilities and fewer personal obstacles.
➜ Rehiring retirees (and, where practical
and permissible under local pension law,
permitting them to continue drawing partial
retirement benefits after being rehired). DWP,
U.K. offers a retirement scheme after age 60
that allows people to draw pension and work
part time. The City of Calgary, Canada posts
temporary jobs that are available to their
retiree pool.

@^ndh]^LVYV!=jbVcGZhdjgXZh"8]^WV"h]^
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Adopting targeted measures to attract, retain and
motivate older workers: This would include efforts
and programs such as the following:
➜ Implementing recruiting campaigns aimed at
older workers to address workforce imbalances
and fill key gaps in experience and expertise
(e.g., to serve an aging customer segment or
base). Principal Financial partnered with AARP
and Monster to enhance their attraction of 50+
workers. Brose, Germany implemented recruiting
campaigns that targets mature workers.
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End to End Case Studies—What Specific
Companies Are Doing
To provide a more in-depth look at how specific
companies are responding to the ongoing
workforce evolution, the following case studies
highlight how seven of the 36 organizations
interviewed—one interviewee from each
country—are responding to the challenges and
opportunities posed by an aging workforce.
AEON
AEON is a large retail store operator with interests
in supermarkets, general merchandise retail,
department stores, shopping malls, convenience
stores and consumer credit operations. The
company has some 4,200 stores and 190,000
employees worldwide. More than 80% of AEON’s
revenues come from operations in Japan, while 11%
come from the United States, where the company
owns the Talbot’s chain of clothing stores.
From its home base in Japan, AEON long ago
recognized the strategic importance of attracting
and retaining key talent and maximizing the skills
of its long-service employees, explained Kiyoshi
Wada, Human Resources-Chiba-shi. Moreover,
AEON management sees a significant business
benefit in having a retail workforce that mirrors the
company’s aging customer base. Based on detailed
financial and demographic analyses, AEON has
taken proactive steps such as those listed below that
are all the more striking in the context of Japanese
employment practices:
➜ The company has made a transition from
traditional age-linked wages to a focus on
market based pay.
➜ In a departure from an approach taken by
many other organizations, AEON does not
rehire retired employees. Instead, the company
decided to extend the formal retirement age
from 60 to 65 and worked with the union to
implement this change.

➜ AEON has made a conscious effort to change
its corporate culture to encourage diversity. In
this regard, AEON conducts periodic employee
surveys to better understand the needs and
interests of its aging workforce. At the same
time, managers are encouraged to focus on
the needs of each individual. This focus on
individuals (and their performance) is reinforced
by pay and promotion programs that emphasize
contributions over age. As a result, the traditional
age-60 “dead end” for promotions and pay
increases so common in Japanese companies is
now largely ignored at AEON.
➜ To meet its retail staffing needs, the
company provides extensive part-time work
opportunities and proactively hires part-time
workers across the age spectrum.
➜ Workers aged 50 and older play an active role
in designing the company’s stores and service
offerings, helping AEON stay closely attuned
to the needs and preferences of an aging
customer base.
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Pitney Bowes
Headquartered in the United States, Pitney
Bowes provides mail system solutions that allow
companies to improve and integrate the creation,
production, distribution and management of
business communications. The company employs
approximately 34,000 people in 130 countries, and
many employees in key skilled segments of the
Pitney Bowes workforce are eligible for retirement
today. In some parts of the organization, high
turnover is already increasing employment costs
and reducing productivity. Pitney Bowes has a
stated commitment to diversity, which includes
having a workforce that reflects the age ranges of
its target employees and customers.
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The company has been recognized by AARP on a
number of occasions as a U.S. employer of choice
for employees age 50 and older, which has helped
Pitney Bowes significantly in recruiting 50+
workers. In fact, nearly 20% of the company’s new
U.S. hires are in the 50+ age group. Over 2,400
currently active employees were hired after they
attained age 50, with 2,000 of these employees
hired since January 1, 2000. In addition to the
AARP recognition, Johnna Torsone, Senior Vice
President and Chief Human Resources Officer,
Pitney Bowes, Stamford, CT credits the company’s
success in expanding its 50+ workforce to a
number of innovative programs:
➜ The organization has done a great deal
to enhance workplace flexibility and has
introduced a range of pilot programs for
work life balance to meet both employee and
customer needs. In addition, work spaces
in some units are now being redesigned to
allow more remote connectivity and video
conferencing capability, making it possible
for more employees of all ages to enjoy added
flexibility in both work hours and location. As
Bruce Donatuti, VP Workforce Relations and
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Practices noted, “Four of my five employees
work a flexible schedule—one job share, one
compressed work week, one no-Fridays and
one with nonstandard start and finish times.”
➜ Pitney Bowes uses a technology called “JES”,
which stands for Job Evaluation Suite, a webbased ergonomics tool created by a third
party to support risk identification and injury
prevention. It provides support focusing
on problems associated with computer
workstations, lifting and upper extremity
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stress. The tool collects input in questionnaire
form from individual employees and based
on the information determines a numerical
difficulty score. (i.e., the higher the score, the
greater the perceived difficulty). The site then
provides individual self service ergonomics
training, including suggestions for hand
movement or frequency of breaks. The tool
also provides trend information for the safety
group at Pitney Bowes to review for potential
additional interventions.
➜ Onsite, Pitney Bowes has fitness centers
as well as clinics in major locations where
employees can receive treatment from a range
of medical practitioners for both wellness,
acute and chronic conditions such as diabetes
or high blood pressure. In addition, an
onsite pharmacy is now available at Pitney
Bowes World Headquarters. These health
and wellness programs are highly valued by
employees and benefit both the company
and employees in managing health and the
associated costs.
➜ Pitney Bowes stays in touch with retirees by
means of events and retiree days. It also has
started to rehire some retirees after a sixmonth break in service (in compliance with
U.S. pension law). In addition, Pitney Bowes’
temporary employee vendor is reaching out
to build a pool of workers from the retiree
population to provide services for the company.
The company is exploring the possibility
to pilot a program that offers flexible work
locations to employees who want to move to
warm climates during the winter, as is common
among retirees and semi-retired workers in the
U.S. These so-called “snow birds” (because they
migrate to escape cold weather) can apply for
a multiple work-location program modeled on
one offered by The Home Depot and

CVS/pharmacy chain. The future pilot program
is being designed to identify which jobs and
business segments are most appropriate for this
program from a business perspective. A range of
phased retirement and mentoring opportunities
are also being considered.
A growing number of the company’s employee
benefit programs are being targeted to the needs
of mid-career and mature workers. Pitney Bowes
offers employees the opportunity to elect long term
care insurance to provide support in managing the
potential expenses associated with aging spouses,
parents or in-laws. In addition, the Pitney Bowes
Employee Assistance Program (EAP) has been
broadened to help employees evaluate alternative
elder care needs, while a “College Coach” program
has been launched to help parents sort through the
college application process for their children. In
partnership with an outside vendor, Pitney Bowes
has created a new program called “My Next Phase”
open to all employees, regardless of age or tenure
that helps employees develop an inventory of their
skills and determine which career opportunities
make sense for the future. This program has
proven popular with older workers, who make up
approximately 28% of the participants thus far. In
addition, Pitney Bowes provides a program called
REAP (Retirement Education Assistance Program)
where employees age 45 and older plus their
significant others can receive up to $300 per year,
each year for ten years to pay for any type of course
or materials to support planning for retirement.
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Perhaps the most notable feature of the NHS effort
to retain and expand its 50+ workforce is the
breadth of the initiatives, which include:
➜ Creating a flexible working environment
allowing part-time work and schedule
flexibility, especially during school hours.
➜ Targeted recruitment campaigns for the 50+
workforce segment.
➜ Facilitating a more gradual transition to
retirement through phasing programs and
the rehiring of retirees on a contract or
temporary basis.
➜ Modifying pension and compensation
programs to ensure that older workers are not
more expensive to employ.
The National Health Service
Founded in 1948, Britain’s National Health Service
(NHS) provides the majority of health care in
England, from community services to hospital
services, dentistry, ophthalmology and primary
care. The NHS currently employs 1.3 million
people and delivers taxpayer-funded services that
are free to patients at the point of delivery. NHS
Employers, a body responsible for workforce and
employment issues in England, sees the continued
employment of older workers as a key solution
to the ever-growing shortages of talent and the
expected exodus of baby boomers in the years
ahead. With almost one-third of its workforce age
50+ and 10% currently eligible for retirement, the
NHS is becoming acutely aware of the growing
challenge of maintaining adequate staffing levels.
Working closely with trade unions, the NHS
is proactive in creating practical programs and
developing a culture that supports an age-diverse
workforce. The underlying belief is that there are
limited risks and significant benefits to be had
from extending the careers of older workers.
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➜ Changing attitudes about mature workers
through training, awareness-raising campaigns
and a focus on continually refining and
promoting the business case for older workers
and inter-generational mentoring. The NHS
also encourages volunteers age 50+ to partner
with younger employees to help change
attitudes about older people’s capabilities.
Despite this range of activities, challenges remain.
“Training for managers on how to accommodate
a multi-generational workforce has been patchy
and more work can be done to improve flexible
work design,” observed Carole Smith, Programme
Manager for Age Diversity. Moreover, there are
worries that the physical demands of nursing and
other key professions and the NHS’s ability to
respond to those demands as staff age will prove
to be a limiting factor. A further consideration is
the effect of the long-term health of the workforce
itself. But there is no dearth of energy to continue
addressing these concerns: “There are lots of good
ideas and activity in this area in the NHS. They
just need to be captured and executed,” Smith said.
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Poste Italiane
Poste Italiane is a formerly state-owned postal and
express delivery company employing over 150,000
people in some 14,000 branches and post offices
across Italy. Privatized in 2002, Poste continues to
transform itself from a traditional, conservative
bureaucracy into a competitive market player.
Among the elements critical to the company’s
transformation are attracting and retaining
talent, improving technological innovation and
radically changing working practices to strengthen
customer service and market focus. Making the
challenge even more daunting, Poste’s largely
(80%) unionized workforce, coupled with rigid
Italian labor laws, severely limit opportunities
for more flexible management and deployment
of people and constrain the introduction of
innovative human resources (HR) initiatives.
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To improve the technological skills of a workforce
where 30% are over age 50, Poste has made major
investments in distance learning, e-learning
and classroom training. Changing the ingrained
culture—many managers think it is simpler to hire
a young intern instead of developing someone over
55—continues to be challenging. To help facilitate
culture change, Poste has removed legacy barriers

that older workers in the organization traditionally
faced, such as a bar on promotion to the senior
cadre of “dirigente” (director, roughly translated)
for employees over age 48.

The company’s leaders are acutely aware that a
wholesale loss of organization-specific knowledge
and experience is a looming problem that must
be tackled—a problem made all the more difficult
because many of Poste’s employees have worked
for many years in a conservative, rigid organization
that has not been exposed to competitive market
forces. During the privatization and subsequent
reorganization, it became clear that, for some
senior workers, initially, the change required was
too overwhelming, even with the comprehensive
supporting programs offered.
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Rather than leaving these veteran employees to
founder, Poste offered them an opportunity to
contribute to the change by involving them as
facilitators in a huge competency mapping project
that encompassed all Poste offices. After training,
the older employees supported each local branch
manager in mapping the competencies of the
current staff against new, more market-oriented
job profiles. The process involved a self-assessment
by each employee, combined with an assessment
from the manager using a software tool. According
to Daniela Cannata, Manager, Strategic Resources.
“The mature facilitators contributed their in-depth
knowledge of their fellow workers’ experience and
history, and completed the project with enthusiasm
and commitment. They were also involved in
a special recognition program attached to the
project, which further contributed to the success of
the initiative.”
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SICK AG
SICK AG, a global company headquartered in
Germany, is a world leader in the industrial
application of sensor technology. The company has
long recognized that the changing demographic
profile of its workforce of 4,300 employees and
the external labor market broadly, combined with
the removal of state subsidies for early retirement,
will require management intervention to ensure a
balanced workforce and an adequate talent pipeline
for the future. Rudolf Kast (Management Board
Human Resources) notes that company leaders
view the potential loss of employee knowledge as
a critical business risk and recognized early on the
important role that older employees play in the
company’s long-term success.
The organization has taken a multidimensional
approach to the issue, within the broader context of
ensuring a nondiscriminatory work environment:
➜ As a starting point, the company identified
its key demographic risks and challenges
through a detailed analysis of its workforce
and research into the attitudes and perceptions
of current employees. SICK AG also used
extensive external research—including, for
example, projections of the future levels of
graduates in key disciplines and research on
the productivity and contributions of older
workers compared to other age groups—and
collaborated with other companies to develop
ideas for addressing common workforce needs
and issues.
➜ To create an age-neutral work environment,
the company removed age and tenure links
to compensation, benefits, performance
management, training and development,
recruitment and selection policies. As a result,
all company initiatives for attracting, retaining
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and motivating employees are based solely on
individual qualifications and competencies.
One outcome: older workers now make up 15%
or more of new hires.
➜ To ensure age-suitable working conditions,
the company introduced health promotion
programs such as health checkups, fitness
offerings, lifelong learning and technical
support on ergonomic issues. Sick AG also
introduced programs to modify the work
environment to particular needs of employees,
including workstations that provide the
optimal fit and comfort for older workers.
➜ The company has moved extensively to provide
highly developed flexible work arrangements
(e.g., reduced hours, part-time work, life
time accounts, job sharing and home-office
arrangements) and job rotation programs.
➜ For all employees, the company offers targeted
skills training designed to help employees
enhance their employability throughout
their careers, focusing especially on low- and
unskilled workers who face the greatest risk of
job loss at later ages.
➜ Sick AG also began maintaining a database of
retirees with whom it stays in close touch via
company events and, when needed, rehiring
those with needed skills on a temporary or
contract basis.
Air France
Air France is a subsidiary of Air France-KLM
Group, the world’s largest airline in revenue terms.
The company has 57,000 employees, of which
slightly more than 22% are age 50+—including 6%
of the commercial flight staff, 27% of ground staff
and fully 30% of pilots. According to Françoise
Mataillet, Employee Policy Manager, Air France
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expects annual retirements to increase from about
50 per year at present to more like 1,000 annually,
presenting particular challenges for succession
planning and knowledge transfer among pilots and
ground staff.
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Because of an industry-wide collective bargaining
agreement and ingrained cultural practice for
the airline’s employees to retire immediately on
becoming eligible for pension payments, Air France
has not traditionally made much of an effort to
retain older workers. That is beginning to change,
however, along with the airline’s growing focus on
improving knowledge transfer, especially in highly
technical functions. Air France has taken a number
of steps to achieve these goals:
➜ To facilitate the transfer of institutional
knowledge, the company provides support
to employees in key skill areas to record
their technical, organizational and process
knowledge, sometimes with the help of a
consultant. There’s also a strong focus on
mentoring to transfer knowledge to 17,000
younger workers hired in the past five years.
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➜ In an effort to encourage some 50+ employees
to extend their careers, Air France has
implemented retention initiatives focused
on engineering, mechanical and electrician
roles, including the creation of more flexible
work schedules, such as part-time work,
telecommuting and flexible hours. Under
one program, all workers within five years of
retirement can work 80% of their full-time
hours—while being paid at a 90% rate—to
facilitate the retirement transition. Another
program provides interviewers with whom
employees can discuss career objectives and
identify opportunities for professional mobility.
➜ To support continuous learning, Air France
has made a commitment to provide the same
average number of training days to workers
over age 50 as to workers in younger age
groups.
➜ To help transform the organizational culture,
training is now provided to all managers on
how to accommodate a multigenerational
workforce. The company has also developed a
set of indicators to help identify—and avoid—
potential age discrimination.
Despite these ongoing initiatives, the company
remains concerned about the slow pace of change
in France and the need for more wholesale
reform of French labor-management policies and
the country’s overall approach to work and the
workplace. As Françoise Mataillet, the company’s
Employee Policy Manager noted, “Companies are
subject to paradoxical orders from the French
government. Employers are encouraged to
recruit younger workers [because of high youth
unemployment in France], while at the same time
acting in favor of senior employment. Companies
cannot address all employment problems.”
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RBC Financial Group
Headquartered in Toronto, with more than 70,000
employees in 34 countries, RBC is one of North
America’s leading diversified financial services
companies. The group’s business strategy calls for
aggressive growth, for which RBC has been preparing
through proactive talent acquisition and retention
programs. An important strategic support in this
regard, notes Norma Tombari, Senior Manager,
Diversity and Workforce Solutions, is RBC’s diversity
agenda and related goal of having a workforce profile
that mirrors the client and communities RBC serves.
Because RBC is highly engaged in the communities
in which it operates, the organization has been at
the forefront of dialogue and creative thinking in

response to demographic trends. To help
meet its business objectives and talent needs in
this changing environment, RBC has established
numerous innovative programs such as:
In Canada, under RBC’s phased retirement
program, employees can choose to reduce
their work schedule to three or four days per
week for a defined period of time prior to
retiring. Although participating employees are
paid only for their hours actually worked, their
pensions continue to accrue based on their
full-time salary prior to entering the program.
This ensures that participants’ pensions are not
adversely affected by their reduced schedules.
The program also provides a great opportunity
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for employees to wind down, transition gradually
out of the organization, transfer knowledge and
coach others in the process.
RBC is also focusing on creating opportunities
for mentoring and coaching younger workers
to assume leadership roles that will emerge as a
result of business growth and planned retirements.
In addition, access to learning and development
opportunities is made available to their entire
workforce, regardless of age.
To assist employees with workplace transitions,
RBC instituted a “community leave” program
where select employees who take time off to do
volunteer work or contribute to their community
are paid 50% of their salary during the leave. In
addition, RBC offers seminars and resources on
multi-generational issues, including access to a
comprehensive RBC EmployeeCare Employee
Assistance Program. They are also seeking to
increase the utilization of work flexibility programs
for all employees—an issue they recognize as
important to their mature workforce.
Having innovative and inclusive programs that
value the contributions of a mature workforce
is one of the reasons that in 2004, RBC’s Global
Banking Service Centre received special recognition
from the Canadian Association of Retired Persons
(CARP) for creating a positive environment for 50+
workers and supporting work/life balance.
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Perceived Barriers to Success
Despite the recent positive initiatives and encouraging
progress on aging workforce issues reported by
virtually all of the HR executives interviewed for
this report, many also voiced frustration about the
continuing barriers employers face in trying to retain
mature talent and weather the coming surge of
baby boomer retirements. For the most part, those
frustrations can be traced to two sources, both of
which grow out of the local employment, business
and social culture in each country:
➜ Frustrations with government pension laws,
collective bargaining provisions and other
rules adopted in the past (typically when local
labor markets were very different than they
are today) that tend to discourage continued
employment of older workers or actively
encourage early retirement.
➜ Challenges with prevailing attitudes and
expectations about work and retirement—
among workers, managers, labor union leaders
and politicians—that inhibit culture change
and keep organizations locked into traditional
patterns that may no longer be relevant in a
world where business is truly global and the
typical working person can remain healthy,
productive and engaged well into his or her
70s or beyond.
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For example, when the HR interviewees were
asked to identify the reasons why employees in
their organizations retire when they do, reasons
such as government and company-provided
retirement programs, unsupportive cultures and
older workers’ desire “to do something else” were
among the most common reasons given. (See
Exhibit 4.5.) These are all significant barriers to
overcome if employers hope to convince today’s 50+
workers to extend their careers. According to the
interviewees in France and Italy, many employees
in those countries continue to view retirement as a
fate rather than a choice—and, in the G7 employee
survey covered in Section 3, workers in France
and Italy were least likely to say they are looking
forward to retirement.
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The HR professionals interviewed acknowledge that
there are opportunities to enhance organizational
and individual behaviors as they relate to mature
workers. Many point to their own organizational
culture as a critical barrier, describing prejudices
and preconceptions about the skills and attitudes
of employees age 50 and older. Some of those
interviewed admit that their culture accepts but
does not support older workers, while others freely
acknowledge that lingering prejudice against
older workers exists. In response, a number of the
organizations interviewed have taken proactive
steps such as ensuring that managers are trained in
handling a multigenerational workforce, although
such activities are often driven more by the need
to comply with antidiscrimination laws than by a
genuine desire to promote workforce diversity.
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In addition, some of those interviewed suggest that
unfortunate stereotypes of the 50+ workforce are
perpetuated by the fact a small minority of older
workers may, in fact, shy away from opportunities
to learn new skills and embrace new technologies.
Another concern in some of the organizations
studied is the view that certain older employees lack
the desire to pass on knowledge and experience to
younger employees.
The interviewees also express significant frustration
with government regulations that restrict employer’s
ability to keep or rehire older workers. A common
complaint is that employees cannot draw pension
income and remain in employment, even part-time,
and union agreements are also viewed as impeding
progress in many countries and industries. The
interviewees’ suggestions for changes in government
policy were predictably country-specific and are
summarized in Exhibit 4.6.

The HR leaders interviewed also believe that thirdparty organizations such as trade associations, labor
unions and nonprofits like AARP can and should
play an important ongoing role in challenging
cultural barriers and promoting expanded
employment opportunities for older workers.
Among other activities, such organizations could:
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➜ Be more aggressive in educating both business
executives and legislators about critical issues
and lead lobbying efforts for needed legislative
and regulatory reforms.
➜ Provide added support for 50+ workers in areas
such as technology and ongoing skills training
and group medical coverage for pre-65 retirees.
Finally, it’s worth noting that interviews with
senior HR professionals in companies across
the G7 point to the need for a new definition
of “retirement” that encourages people to keep
working as long as they find it meaningful and
provides the means to balance competing demands
on their time and their interests with appropriate
job definitions and measures of success. Redefining
what retirement means—and when it occurs—can
benefit employers (by giving them extended access
to a highly experienced and productive workforce),
older workers (who can continue to pursue fulfilling
and economically rewarding careers) and younger
workers (who would have access to the guidance and
coaching they need to reach their own potential).
Most businesses will have a hard time identifying
another workforce strategy that offers so many
potential sources of return on investment.

➜ Help enhance the quantity and quality of
information about local and global labor markets.
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including attitudes towards work and retirement,
policies and programs offered or in place in the
respondents’ organizations and the local and
organizational culture.

9 The Business Case for Workers 50+: Planning for Tomorrow’s
Talent Needs in Today’s Competitive Environment, AARP,
December 2005 http://www.aarp.org/research/work/
employment/workers_fifty_plus.html
10 Taking the Pulse of Pension Provision: The U.K. Corporate
Pension Survey, Towers Perrin, 2007, available on www.
towersperrin.com
11 Improving Retirement Preparation and Readiness Across
Europe, Fidelity International, April 2007, page 11
12 Staying Ahead of the Curve 2003: The AARP Working in
Retirement Study, AARP, 2003
13 The Business Case for Workers 50+: Planning for Tomorrow’s
Talent Needs in Today’s Competitive Environment, AARP,
December 2005
http://www.aarp.org/research/work/employment/workers_fifty_
plus.html
14 See The Business Case for Workers 50+— Planning for
Tomorrow’s Talent Needs in Today’s Competitive Environment,
AARP, December 2005 http://www.aarp.org/research/work/
employment/workers_fifty_plus.html
15 Staying Ahead of the Curve 2003: The AARP Working in
Retirement Study, AARP, 2003 http://assets.aarp.org/rgcenter/
econ/multiwork_2003.pdf

total sample representing the entire G7 is plus or
minus one percent. For each of the G7 countries,
the margin is plus or minus three percent. For the
50+ sample in each country the margin of error is
approximately plus or minus six percent.
Responses were subject to multi stage weighting
to create representative and proportionate
samples. First, since a quota sample was used to
obtain a sample of 1,000 respondents for each
country, findings referencing the entire G7 used
country weights to reflect the proportion of the
G7 workforce in each individual country. Second,
the individual country data were weighted by key
demographic factors to minimize response bias and
ensure a representative sample for each country.
Key statistics about the sample are as follows:

The sample response disposition is available
upon request. The maximum margin of sampling
error at the 95 percent confidence level for the
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