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Brave New Old World
Employers must think hard and act fast if they want to harness and manage the potential of an ageing workforce.
Still useful: Employing older staff may be the Key to the impending skills shortage

Last week's third Intergenerational Report has spelled out the biggest challenge facing Australian managers in the coming decades - how to manage older workers.

The report says that the proportion of people aged over 65 years will almost double to 26 per cent in the next 40 years.  Right now, taxes of five workers are available to support every retired

person, but by 2050 this burden will fall on just 2.7 workers.
One obvious solution, enshrined in the plan in last year's federal budget to raise the retirement age to 67, is to keep workers on the job for longer and push back retirement costs.
But the attitude of the private sector, which will have to employ these veterans , is schizophrenic.  Discrimination against over -50s in the labour market is already widely perceived, yet companies fear skills shortages and the drain that must be around the corner as baby boomers retire.  Many bosses have no idea if they will need special skills to manage older

workers or workplaces with so many generations in them.
Some global companies have introduced pro-older worker policies.  Britain’s do-it-yourself chain B &Q and American retailer Wal-Mart have policies embracing older workers.  
IBM Belgium has set up a separate company to which retirees contract their services, sometimes on a reduced salary.  The company holds on to its skilled employee s but keeps t hem off the fulltime staff list.
In the Harvard Business Review last year, the Boston Consulting Group’s Rainer Strack advised companies to run an audit of their workforce's age and asses how this would affect productivity and service.   This would allow employees to develop strategies for training, healthcare management and -job transfers.
Melbourne company act3 is working with organisations and workers to redefine the careers of older employees, introducing them to a portfolio approach that can take on all sorts of areas, from board positions to academic work, volunteering, study and consulting.
act3 proprietor Janie Gough says older workers are at a different stage o f their careers and may be seeking alternative ways of working.  

"Our experience shows that many boomers who occupy critical roles want to continue working - but possibly in new ways," Gough says.  
"What is of most interest to them is constructing roles and employment arrangements that meet their personal, professional and financial needs- with their current employer.  That said, many baby boomers fear raising this with their employer for fear of the message this might send.”
"Organisations need to be prepared to engage in honest, sensible dialogue around creative win-win career options, or risk losing talent to organisations that are prepared to do so.

"This risk manifests itself in the worst possible way, when ‘your’ critical talent pops up at a competitor, taking company wisdom, experience and business relationships with them."

Mercer's business leader for human capital consulting, Ken Gilbert, says few companies have developed strategies to cope with the imminent skills shortage that will flow from an ageing

workforce.  Instead, many are assuming that once workers retire, they can just hire the talent from outside.  In a skills constrained environment, however, that will be expensive.  It could be a case of bad investment and huge costs that could otherwise be avoided.
"The bottom line is companies need particular skills and capabilities," Gilbert says. "lf they don't take smarter options around their existing workforce, then they have to buy talent in from outside and we have seen over the last few months that talent is becoming more and more expensive. 
"As the recovery continues then lack of capability and lack of skills in the broader market will mean external talent is more expensive for the organisation.  

"Talent shortages are starting to emerge after the global financial crisis. Companies need to invest wisely to make sure they have the talent for the future and one of the key pieces is making sure the talent they have in the organization now is retained for the future.

"Buying talent from the outside has hard costs in terms of salary levels but also the soft costs in terms of people being trained up." 
Gilbert says many companies are failing to realise this. "We find organisations are spending a fair bit of money training young people to take over from older workers and then potentially losing those younger people as they move on to other jobs," he says.
"lt's about organisations understanding the talent they need for the future and where they are likely to get that talent from and investing carefully in making sure the talent is available. The missing piece for many companies is having a good hard look at their ageing workforce and what would retain them in the organisation."
Many of today's older workers have no intention of retiring, particularly with the financial crisis having slashed their superannuation. The Investment and Financial Services Association says the

national savings gap - the difference between savings and the amount needed for retirement - blew out from $452 billion in 2004 to $695 billion in June 2008.
Gilbert says companies need to redesign the workplace so that older workers can, for example, work fewer days or work from home, or work only nine months a year and spend the other three driving around Australia or travelling overseas.
At a macro level, governments need to play a role.  Former Australia and New Zealand Banking Corporation chief economist Saul Eslake, now program director, productivity growth at the Grattan Institute, says increasing participation in employment is an important measure of economic growth.  
But as the population ages, participation rates will decline, as will the number of hours worked, so the business-as-usual productivity growth rate of 1.6 per cent will no longer hold.  Higher productivity growth will be needed to offset the impact of the ageing population.
Eslake says the micro-economic reforms required will differ from the ones undertaken in the 1980s and early 1990s, which were about deregulation, privatisation and trade liberalisation.

That work has already been done.
To achieve real productivity now, he says the government needs to draw capital and labour away from less productive sectors of the economy such as retail and parts of manufacturing,

and move them to more productive sectors such as mining and financial services. The question, he says, is whether the federal government has the stomach for it.
"lndustry policy as it's practised in Australia and other countries is often about impeding the movement of labour and capital from low-productivity activities to high-productivity ones by

attempting to preserve jobs in industries that are declining," Eslake says.
"l am not saying you want to stifle these industries but the question is whether in the absence of demand for them you want to prop them up." 
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