HUMAN RESOURCES W

COPING

WITH THE

GRAYING
WORKFORCE

he post-World War 11 genera-
tion has profoundly shaped
modern America on many
political, social and econom-
ic fronts. As the so-called Baby
Boom generation enters its golden
vears, it will continue to wield
tremendous impact, this time
because of potentially costly work-
place issues that
addressed by America’s employers,
In 1996, the Baby Boom gencra-
tion (persons between the ages of
32 and 50) totaled 80 million. As
this generation leaves the work
force through retirement, its nume-
bers will not be replaced by middle-
aged workers moving into their
positions or by younger workers
entering the workforce. This is due
to the fact that 11 percent fewer
Americans were born in the two
decades between 1966 and 1985

need to be

than were born in the 20 years fol-
lowing World War 11,

The effects of Baby Boomer
retirements on the overull economy
and on certain occupations and
industries could be substantial:
namely, a worktorce short on work-
ers and long on retirees. According
to consultant Watson Wyatt World-
wide, the aging worklorce promises
to restructure the economy, reshape
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the family, redefine politics and even
rearrange the geopolitical order of
the next century. Just some ol the
challenges businesses face include:

B Higher taxes, rising capital
costs, shrinking consumer markets
and perhaps falling tangible asset
and equity valuations.

W Tight labor markets and diffi-
culty retaining top-quality personnel.

M Overcapacily in real estate,
construction, retailing and other key
secLors,

B Intensified competition over
shrinking sales that will reduce
returns on investment and new pres-
sures for capital controls, non-tariff
barriers and outright protectionism.

Unlike many predictions, global
aging is no mere hypothesis: its
approximate timing and magnitude
are already locked in, It 15 a revolu-
non sure o happen — and when il
has run its course, nothing will be
the same.

Older Workers:

Norm of the Future

If there is any silver lining to this sce-
nario, it's that Boomers may actually
choose or be forced 1o work longer

By Steven Van Yoder

than their parents’ generation. A 1998
study by the American Association of
Retired Persons (AARP) concluded
that fully 80 percent of Baby
Boomers believe they will continue
o work during retirement, and only
16 percent expect not to work at all.
Future success depends on the
ability of emplovers to attract and
retain the best and brightest from
the many different groups. This
necessitates a radical reconsideration
of prevailing early retirement poli-
dictating that employees
bhetween 60 to 65 years old should
leave the workforce. Bonne Bell Co.,
for example, created a separate
packing facility at its Lakewood,
Ohio, headquarters for older work-
ers. By offering its "senior” employ-
ees hall shifts and a collegial work
environment, the company has built
a highly productive and stable oper-
ation — with an average age of 72,
Experts predict that a more
porous model of retirement will
emerge in the coming years, with
workers moving among full-time
work, new forms of part-time work

cles

and outside activities as the needs
of both employees and employers
change from month to month and
year to yedar,

The Aerospace Corp, offers a



range ol phased retirement
OPLIONS 4s 4 way 1o maintain s
|l.‘rﬂ.L!,—lL'I'll'I L‘.‘*L]}L'E'iL'I‘ii't' in the space
program. Older workers continue s
t;'l'l‘lj‘.'|H}.-'L‘ti‘H ar consultams at reduced
schedules, contributing their skills
and experience directly o projects.
and ransferring knowledge 1o
vounger workers

"Older workers are skilled — it's
like hiring a bhetter worker for a low-
er cost because their benefits are self-
funded,” savs consultant Stephen
Roulac, CEQ of The Roulac Group
Inc. “This is appealing when com-
pared to vounger workers thut
include LAXES, vacation, I‘-t'ihinn_
entertanment costs, ancillary costs,
can amount ta S0 percent of payraoll.”

Companies that provide phased
retremennt F']‘!ill].*-. also save the costs
ol hiring and training new employ-
ees while maintaining the worker's
institutional memory and techmcal
knowledge. Oracle Corp, now offers
older recruits training in computer
and software skills and has discov-
ered a pool of information technolo-

gy workers ignored by competitors.

Many companes are
tinding that
workers are loval
workers. CVS Corp

recrutls older

workers for entry-
level positions such
as clerks, pharmacy
technicians and pho-
to lab technicians
They find that older
workers stay at the
company almost three times
longer than other workers. “Older
workers are very responsible. They
care about the customers. They're
good examples to our younger
emplovees,” said Stephen Wing, a
director for the rapidly growing
Woonsocket, R.1 -based drugstore
chain. "A decade ago. emplovees 50
and older made up about 7 percent
of the CVS worklorce; thev now
they make up 14 percent.”

There's another good reason Lo
tread carefully when downsizing old-
er workers: they may be more liti-
gious, especilly as jobs get scarcer,
According 1o the Equal Emplovment
Opportunity Comnussion, age-related
iwsuits rose 12,5 percent in the first

nine months of 2001

Mecting the Challenge

Over the next 15 to 20 yvears,
l_']'!‘li'ﬂr}j.'l.'t‘h will have 1o deal 'ﬂ.'|li1 s |
workforce in which one out of hive
— then one out of four — employ-
ces will be over 35 years old. The
rise ol older workers will pose a

"'r.lril.‘l‘!n' ol new Cost Concerns for Illl'

alder

companies that employ them
Periodic worklorce evaluations
will be essential to address age com-
position and its potential cost implica-
tions. “From a health care and man-

As the American workplace ages,
companies need to understand
the full set of issues involved and

challenge some old assumptions.

agement side, emplovers need to pre-
pare for what's coming,” says Connie
Vaughn-Miller, National Director of
Prevention Services tor Intracorp, a
vility manage-

health care and disa
ment company. “From an age stand-
point, these emplovers must under-
stand and adapt to the demographic
particularities of their workforce,”

Periodic loss-run analysis hased
on workers' compensation records
can identify trends that contribute 1o
injuries and claims. Moreover,
emplovers need to consider work-
place design and ergonomic im-
provements to accommodate older
workers. Although there are some
additional costs, they are usually
offset by improved performance
and lower claims and medical costs,
as illustrated by Lockheed Martin
Tactical Aircraft Svstems

A few vears ago, Lockheed's Fon
Worth, Texas, lucility brought in an
ergonomic engineer with an eye 1o
reducing workers compensation
costs. Within six months of imple-
menting ergonomic improvements,
the plant’s lost workday rate
dropped 25 percent. Additionally,
Lockheed saved more than 83 mil-
llon on injury claims and another
511 million that had been reserved
tor projected claims.

Emplovers must also examine the
jobs older employees perform and
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consider whether they match their
physical capabilities. Injury risk fac-
tors must be raken into considera-
tion, as well as the impact of aging
on those risks. Employers will have
to compile information about their
workforce correlated by age and job
title. That information can then be
reviewed in conjunction with the
company's business plan.

“The human body as we know 1t
is not a perpetual motion machine,”
says Joyce Gioia, author of How To
Become An Employer of Choice ( 2000,
Oakhill Press). “Employers will need
(o encourage fitness and wellness
programs to keep their workforce
healthy. It's aboul
employee-centered environment.”

credating an

A New Social Contract
It used to be that a steady paycheck
and health care insurance were the

hallmarks of companies that cared

for their employees. That's not so
today. More and more, employers
will be expected 1o offer “quality of
life" benefits, such as flexible work
hours, if they are to keep older
workers happy and motivated.

‘People look forward to retire-
ment because they are tired of stress-
ful or unpleasant jobs — not hecause
they are tired of working,” says Bev-
erly Goldberg, author of Age Works.
“Companies must now address the
causes of workplace stress and anxi-
ety and communicate effectively with
employees to develop reputations as
heing ethical, rrustworthy and gener-
ally good places to work.”

[t is this reality, savs Goldberg,
that will prompt employers to imple-
ment more quality of life benefits 1o
keep older employees happy. And
though it may have seemed like an
UNNECEssIry expense Lo invest In
what were once considered “soft”

Contrarian Thoughts About

Older Workers

hile American employers must pre-
pare for the inevitability of an aging

benelits, today’s "employee assets”
are overburdened in their personal
lives, in ways that affect company
hottom lines.

Employers must also begin to
deal with many outside considera-
tions that affect their lives on and off
the job. Elder care, for example, is
an increasing concern for American
workers, A 1997 survey by the
National Alliance Tor Caregiving
reported that nearly one-fourth of
American households — 22.4 million
faumilies — were providing care lor
an older relative or triend.

Companies that don't prepare
could face serious workday disrup-
tions and retention woes, say spe-
cialists., About hall of the respon-
dents reported occasions when care-
giving responsibilities caused them
o come to work late. leave early,
extend lunch breaks, make or
receive phone calls at work or miss

By Beverly Goldberg

employment and corporate |loyalty have
evaporated, job tenure is far shorter and

workforce, there is little financial

data available to help manage-
ment adapt to this new reality. This means
that CFOs must begin to examine and track
the potential costs to their own companies
from this inevitable shift in workforce demo-
graphics.

Aging Baby Boomers will present challenges —
but also many hidden opportunities. CFOs would do
well to challenge the many cultural stereotypes and
assumptions about older workers and devise measure-
ment protocols that uncover the myths and misunder-
standings. The answer is careful examination and
analysis of several key areas.

Training Costs: Tenure vs. Age
Training has traditionally been directed at younger
employees. The assumption has been that training
costs would be amortized over time among employees
in their 20s, 305 and early 40s who would not only stay
with the company but would use newly acquired skills
for some 15 years afterward.

But, the world has changed. As concepts of lifetime

28 FINANCIAL EXECUTIVE * January/February 2002

skills have a much shorter shelf life.
Each technological advance requires
retraining, and those advances now
take place quickly.

CFOs need to reevaluate the costs of
training, taking into consideration their
organization’s "character.” Considera-
" tions include:

B Is your company in a geographical area
where competitors utilize similar skills, making it easy
for employees to switch jobs?

W Does the nature of the work require learning new
skills frequently?

W Does it require a lot of physical stamina, which
may affect how long employees can continue to work?

If CFOs track tenure for employees at different age
levels and the frequency that retraining is offered, they
may find that older workers provide some relief to the
challenge of wisely investing training dollars. For exam-
ple, older workers tend to remain with the company
until retirement, and CFOs may determine that they
actually maximize training investments when they tar-
get older employees.




workdays to deal with crises, The
average cost per emplovee per vear
in absenteeism. turnover and lost
praductivity is estimmated at 51,141,

Ford Motor Co. has taken an
active approach to help older
employees with caregiving responsi-
bilities. Ford currently oflers its
employees free house calls by geri-
atric case managers who provide an
in-person assessment of an elder’s
health and care needs, develop a
care management plan 1o address
those needs and identify available
COMMuUY support services

A William M. Mercer Inc. survey
of large and mid-size companies
oflering long-term care tound that 70
percent rate it positively. American
Express Co, says ils long-term care
program was easy to establish, cost
very little in administrative expenses
and created "an enormous amount
of goodwill.” Most long-term care
INSUTANCE Programs offered at the

workplace are voluntary., with
employees paying the full cost of
their plan.

A variety of benetit approaches
can go a long way 1o improving
employee productivity, loyalty and
retention. Meaningful support to old-
er emplovees can take a variety of
forms, including:

W Supplemental dependent care
caverage o reimburse costs for in-
home care or day care, Larger busi-
nesses can organize in-house care.

B Long-lterm care insurance

B Access o d discounted net-
work of senior-specific providers
and geriatric case management spe-
cialists.

B Counseling to help emplovees
cope with stress,

B Flexible waork hours
Gallup study, 64 percent of respon-

In
dents who used lHexible work
arrangements said they were highly
satisfied with their jobs.

B Family leave. Companies with
50 or more emplovees must comply
with the Family and Medical Leave
Act (FMLA), which allows for up to
12 weeks of unpaid leave to care for
a seriously ill parent, spouse or
child, while protecting job security.

In the end, companies that suc-
cessfully navigate the labor market
of the future will move beyond tradi-
tional thinking and will commit to
Hexibility that responds to employee
needs. A benefits plan that offers
Hexibility and meets daily life issues
ACts as 4 means o an end, The pay-
off is the increased ability to hire
and retain happier, higher-perform-
ng cmplovees who stay with their
companies longer, thus providing
long-term value — a scenario where
everybody wins.

Steven Vian Yoder 1s g freelance writer in San
Francisco. He can be reached at sey@getthe
worclont net,

Health, Worker's Compensation and Insurance

CFOs should begin tracking absenteeism and worker’s
compensation claims for their workforce by age bracket.
It would also be useful to measure the true costs of dif-
ferent health care coverage plans to determine how costs
shift as the workforce ages. Companies need to put aside
untested assumptions and collect data to determine what
an increase in older workers will really mean in the areas
of absenteeism and worker's compensation costs.

For example, management has tended to assume that
older workers are frailer and will take more days off for
illness. Research shows however, that older workers are
actually absent far less for short-term illnesses than
younger workers. And while older workers do have
more chronic conditions, such as high blood pressure,
they are usually treatable and do not lead to absen-
teeism.

On worker's compensation, the numbers show that
workers over 50 file fewer claims — they tend to be
more careful than younger workers. In fact, workers
over 55 comprise 13.6 percent of the workforce today
but account for only 9.7 percent of workplace injuries.

Replacement Costs: Measure Everything

Not long ago, companies were challenged to find
enough workers to keep company growth on track.
Now, companies have returned to downsizing just as
they did in the late "80s and early '90s. Unfortunately,
these companies have forgotten that those downsizings

were often extremely costly in the long run.

Again, the assumption here is that older workers cost
more because they receive higher wages. Therefore, it
appears that a 50-year-old employee who earns $40,000
can be replaced with a younger worker who does the
same job for $30,000. Following this logic, it appears
that, over five years, a company could save $50,000 by
replacing the older worker.

This assumption needs to be examined. For example,
what are the costs of severance pay for the older worker?
What are the costs of finding a younger replacement,
including both agency fees and interview time? Also, the
costs to train a younger employee to fit the corporate cul-
ture and adapt his or her skills to the company need to be
measured. Studies show that these factors can total 93
percent of the first year’s salary of a replacement.

Revisiting the “younger is better” assumption is key.
Even if the economy does not rebound quickly, the
aging of the workforce will make finding new workers
difficult. A second downside is not as easily quantified:
the costs in terms of company reputation. When work-
ers are in demand, would it be the company people
would choose first?

Beverly Goldberg, vice president of The Century Foundation, a
New York-based research institution, is the author of Age
Works: What Corporate America Must Do to Survive the
Graying of the Workforce (Free Fress). She can be reached at
goldberg@tcf.org.
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