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“This is not something that

tomorrow, all of a sudden, will

show up in the headlines. This

is a slow effect of changing

demographics that is absolutely
predictable but with profound

implications...There will never

be a moment where there is a

massive crisis to call attention

to this. If there is a crisis, it will

be too late.”"
David Ellwood,

Dean of Harvard Universitys Kennedy

School of Government

The graying of Asia Pacific’s workforce

Many industrialized nations, having built their economies upon a workforce fueled
by one of the largest baby booms in recorded history, are now finding a significant
percentage of their workers approaching traditional retirement age. At the same time,
many of these countries are facing flat, if not declining, birth rates, which reduces
the number of new workers entering their labor force. While many countries around
the globe are facing this demographic dilemma, this problem is particularly acute in
many of the major nations in the Asia Pacific region.

The challenge of an aging workforce, combined with shrinking pools from which to
draw new workers, has been particularly apparent in the public sector and in mature
industries such as petroleum, chemicals, mining, and aerospace and defense. Many
firms that we work with are facing a number of issues associated with this trend.

In response, they are attempting to extend the working career of their employees
through alternative work arrangements, preserve organizational memory and
balance the work/life needs of multiple generations within the employee population.

In this report, we examine the changing demographics within several major
countries in the Asia Pacific region and how companies are beginning to tackle
various challenges associated with the aging workforce. We also highlight some key
questions that executives should be answering to make sure that their organizations
are prepared to address these new demographic issues.

How does the aging workforce manifest itself in Asia Pacific?

Four major industrialized nations in the Asia Pacific region are currently facing, or will
soon encounter, significant demographic shifts.

Australia

Australia faces a potential workforce crisis. As its population ages, a relatively low
number of mature workers are choosing to remain in the workforce. By 2016, the
number of individuals aged 60-64 is expected to almost double.” Meanwhile, the
country currently has one of the lowest workforce participation rates for older people
in the developed world, with just 49 percent of Australians between 55-64 years of
age working today compared to 59 percent in the U.S., 60 percent in New Zealand
and up to 65 percent in Scandinavia.’ Today, there are approximately six working
individuals in Australia for every person over 65 years; during the next twenty years,
it is estimated that ratio will be reduced to 3:1.
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In Australia, this situation is attracting significant government attention. In his August
2003 address at the Symposium on Mature Age Employment, Australian Prime
Minister John Howard asked the government, employers and individual employees
to play an important role in staving off a major national crisis. He implored his
colleagues in government to consider policies “to encourage and support
[businesses] in their desire to maintain more mature workers on their payroll.” He
urged companies to revisit policies and to provide incentives for workers to remain
in the workforce longer. Finally, he made a plea to maturing workers to demonstrate
“a greater willingness to be involved in part-time and contract work and the corre-
sponding flexibility in relation to remuneration arrangements.”

In 2004, Federal Treasurer Peter Costello outlined plans to encourage older
Australians to stay in the workforce longer and allow retirees to take their super-
annuation accounts as annuities rather than as a lump sum. He stated that the
aging population is putting heavy demands on the budget, and that the best way
to address the problem is to grow the economy by expanding the workforce and
encouraging older Australians to continue to work part-time as they pass their
retirement age. Mr. Costello also added that, “The Government will amend superan-
nuation laws to allow people to access superannuation from preservation age as an
income stream...they will be able to receive income from their superannuation and
continue in the workforce if they wish to do so as a way of encouraging part-time
connection.”

Japan

According to many sources, Japan is facing a severe demographic crisis on
several fronts. Within the next 10 years, over 33 million individuals (26 percent of
the population) are expected to be over 65 years old.” When coupled with the

fact that the average Japanese woman gives birth to 1.3 children in her lifetime,
the nation will have difficulty maintaining its current population of 127 million. If this
trend continues, Japan's population is likely to drop to just over 100 million by 2050,
reducing the country’s labor force by more than a third.®

This potential decline is triggering a number of social policy discussions within

the government regarding issues such as immigration, the role of women in the
workforce and child and elder care. Over the next 10 years, the Health, Labor and
Welfare Ministry plans to create 1.6 million jobs by encouraging employers to hire
and retain senior citizens. Under the plan, the government will require companies to
introduce an employment system for workers who have reached retirement age of
60 so they can continue working until they receive their pensions at 65.°
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China

While its situation is not as severe as that in Japan or Australia, China may soon
encounter a similar set of demographic challenges. While only 11 percent of the
population today is over 60, the United Nations projects that this segment will
increase to 28 percent by 2040. At that time, China is expected to have 397 million
people over 65, which is more than the total current population of France, Germany;,
ltaly, Japan and the United Kingdom combined.” These sheer numbers of older
workers — coupled with the transformation from state-run enterprises with generous
benefits to private corporations with few, if any, retirement benefits — could potentially
leave hundreds of millions of individuals ill-prepared for their post-employment years.

Traditionally, children in Chinese society play an important role in taking care of

the retirement needs of their family. However, as birthrates continue to decline and
extended families find themselves increasingly separated by urbanization, this safety
net will become less resilient. Demographers refer to this as the “4-2-1 problem,”
where one child is expected to support two aged parents and four grandparents.”
As Richard Jackson and Neil Howe from the Center for Strategic and International
Studies in the U.S. state, “If China fails to prepare for the aging of its population, it
could face a crisis of immense proportions later in the century...If it confronts the
challenge, tens of millions of elders will be spared a destitute old age.”*

South Korea

Similar to China, Korea will confront an aging population in the not-too-distant future.
According to Mark Keese, a principal economist at the Employment Analysis and
Policy Division in OECD, “South Korea has currently one of the youngest working
age populations among all OECD countries, but by 2050 it is likely to have close

to the oldest, just behind Japan.”* According to the National Statistical Office, the
number of individuals aged 65 or older increased to 3.77 million in 2002 compared
to 1.46 million in 1980. In 2003, the Ministry of Planning and Budget said it would
invest over 17 billion won (approximately US$15 million) in a national project to create
jobs for the elderly. The government also plans to provide a job-training program for
5,000 elderly people and wage support for 20,000 more, while it creates as many as
300,000 job opportunities for the elderly through a state-funded manpower center.
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What should companies do to address this issue?

Based on our research and working with companies on their workforce strategies,
we believe that companies should consider a number of potential strategies for
addressing the aging workforce, including:

e Attracting and retaining older workers within the labor force through part-time
and other alternative working arrangements. Given the potential shortage of
skilled workers created by retirement and smaller incoming labor pools, many
companies are evaluating ways to encourage older workers to extend work
beyond the traditional retirement age. Considerations include offering workers
part-time employment by allowing them to work fewer hours per week or, in
some cases, on a project-by-project basis. At the same time, employees are
increasingly interested in exploring nontraditional work arrangements. For
example, a recent study by the Hudson Group found that almost 70 percent
of Australian managers would like to remain in the workforce on a part-time or
causal basis after retiring from full-time work. "

One organization that has made a commitment to leveraging workers after they
reach retirement age is the Aerospace Company, a U.S. defense contractor. It
developed a Retiree Casual program, where retirees can work on a project-
consulting basis for up to 1,000 hours per year and earn roughly the same base
salary they earned prior to retirement, depending on roles and responsibilities.
About 500 Retiree Casuals are eligible to work, while 200 are working at any
given time. Most individuals in the program work two days per week, but some
work full-time for six months straight. Most of the workers in this program are in
their mid-sixties, but some continue into their eighties. The program has proven
beneficial not only for the participants, but also for the company as a whole. As
George Paulikas, a retired executive vice president and a program participant
stated, “The Retiree Casual program keeps expertise around and helps transfer
it to others. People often remark that we don’t have many consultants around
here. Actually, we do, but they are called retirees, and they already know the
business inside out.”"

In Australia, the Employment Policy Branch of the Queensland Department

of Industrial Relations has recently launched a program across Queensland
Government agencies to assist each agency with implementing strategies that
address impacts of the aging workforce and that facilitate knowledge and skills
transfer to avoid loss of corporate knowledge and specialized skills. Specific
strategies include the introduction of phased retirement, flexible work practices,
reduced hours of work and updated leave provisions.™
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e Preserving critical knowledge before it leaves the organization. When individuals
leave an organization, the organization often loses a career’s worth of experiential
knowledge. This can range from notes, reports and documents employees have
accumulated to tacit knowledge about how to do their jobs effectively. Too often,
this knowledge leaves the organization without any attempt to identify, capture
and share it with others. As a result, remaining employees often search futilely for
answers to questions that have already been answered, recreate analyses that
have been conducted many times over or simply fail to heed previously learned
lessons that were never formally identified and captured.

A number of firms have focused on techniques to stem this hemorrhage of
corporate insight. These can be grouped into two major categories: knowledge
elicitation techniques that help capture and retain tacit knowledge in formats that
are easy for employees to access, and knowledge exchange techniques that are
designed to foster communication and dialogue among employees to transfer
knowledge that does not easily lend itself to capture and storage.”

To retain valuable experiences, share lessons learned, expand the organization’s
knowledge base and improve operational and product quality, the World Bank
captures videos and audiotapes of selected individuals and groups involved in
challenging projects. Using storytelling techniques, the Bank seeks to uncover
new knowledge from the practitioners in developing countries. Interviewees are
encouraged to focus on telling stories, rather than providing general observa-
tions, so that the material will be more interesting for the intended audiences. This
knowledge retention initiative uses subject matter experts to conduct interviews, as
well as screen and edit the videos and audiotapes, pushing relevant insights and
content to audiences through a variety of media.

In concert with their well-conceived elicitation technique, the World Bank’s
knowledge dissemination process also contributes to their success. Both audio
and videotaped interviews are posted to a Web site and burned onto CD-ROMs,
with any documents referred to during the interview appearing as hot links in

the final text. The Bank also pushes these debriefings to a distribution list of
targeted members, rather than simply passively posting them on the Internet. For
reinforcement, they also make interviewees available for follow-up and mentoring.™

In addition to capturing knowledge, some leading organizations have developed
methods for facilitating the direct exchange of knowledge between employees
who are about to retire and peers who remain. For example, West Australian
Petroleum Proprietary Limited has developed and implemented an innovative
scheme that focuses on transferring the knowledge of incumbents to replace-
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ments. Having identified an employee who is about to retire, the company
attempts to find a replacement approximately three months before the planned
retirement date. For the retiring employee’s last three months, they are able to work
at a reduced schedule while drawing full salary. During this time, however, the
retiree is expected to “diligently apply himself or herself to instructing their succes-
sor until they are capable of assuming full responsibility for the job.” This transition
period provides the incumbent with the opportunity to share with their replace-
ment some of the critical knowledge which might not be easily capture or stored. ™

e Providing workers who are changing careers with opportunities to acquire new
Skills. If companies are looking to tap into the mature worker segment of the
population, they must be prepared to provide appropriate educational opportu-
nities to these employees to update their skill base. In some cases, universities
and the public sector are taking the lead in providing retraining opportunities
and assistance for mature workers. For example, the University of Sydney offers
an 18-month Accelerated Teacher Training degree program for older scientists,
information technology experts and engineers that want to switch careers and
enter the classroom.” In other situations, private industry is providing training for
individuals interested in second or third careers. Westpac, looking to increase its
presence in the financial advising market, is training up to 900 recruits who are
over 55 years of age. Noel Purcell, Westpac’'s general manager of stakeholder
communications, has noted that these older workers are an important asset
because they relate well with older customers who sometimes feel that younger
staff are not experienced enough to address their financial concerns.”

e Facilitating the productive coexistence of a multigenerational workforce. When
individuals think about diversity challenges, age is not always one of the delinea-
tions that leap to mind. Yet, the viewpoints and perceptions of different age groups
can present significant barriers in a workforce where ages can span fifty years or
more. For example, preconceived biases about the willingness of older workers
to learn and embrace new technologies can limit their opportunities, discouraging
mature workers from refreshing their skills. At the same time, younger workers may
be perceived as not willing to “pay their dues” before advancing in the company.
This can damper the enthusiasm of new employees and result in low morale and
early attrition.

A number of organizations have taken an active role in understanding and manag-
ing perceptions about employee groups that have been influenced by different
historical and workplace trends. For example, the Australia Post commissioned a
study to understand its changing workforce demographics. The aim of the study
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was to better understand the needs and perceptions of both younger and mature
workers and how the organization could better capitalize on the capabilities of
each group.

One of the significant findings from the study was the opportunity to harness

the enthusiasm and energy levels of younger workers, while leveraging the skills
and experiences of older workers. They found that younger workers were often
frustrated by what they perceived as the relatively slow pace of change within
the organization and a lack of opportunity for rapid career advancement. At the
same time, they found that less experienced workers were looking for opportuni-
ties to be mentored in the workplace. As Pat McCarthy, the national manager for
organizational development and change stated, “While younger workers are very
adept at getting answers to questions electronically, they were also quite good
at getting answers to questions from human beings. They really valued having
an [experienced] supervisor who would answer their questions, coach them and
tell them about the organization.”*

Some companies have engineered ways to bring together older and younger
workers to leverage their respective talents. For example, General Electric, at the
dawn of the e-commerce era, matched 500 of their most senior managers with
junior employees to learn about the potential for Internet technologies. The “junior”
mentors and the “senior” mentees were paired based on knowledge and person-
ality traits and then spent two to four hours per week together, learning the ins

and outs of the World Wide Web. As a result of this process, the senior executives
gained new insights that were critical to moving their businesses into the Internet
age, while the junior people were able to gain access to a network of executives
that under normal circumstances would be difficult to obtain.”

Moving forward

Given the challenges that organizations face as a result of the changing composition
of the workforce, the following questions provide a guide for companies that want to
avoid potential pitfalls and proactively address related issues:

¢ What do you see as your company’s key human resource requirements in the
next 5 to 10 years?

e Does your company have a detailed understanding of its employee demographics
and what key positions or job categories may be at risk in the near future?

e Has your company identified potential opportunities for attracting and retaining
mature workers using part-time or alternative work arrangements?
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¢ To what extent is the retraining and acquisition of new skills by mature workers
part of your company’s overall learning and development strategy?

e Does your company have a strategy in place to preserve critical knowledge
before it walks out the door?

e How effectively are age-related issues addressed within your company’s overall
diversity strategy?

Conclusion

The challenges associated with the maturing workforce often do not garner much
executive attention. Like an individual suffering from hypertension, an organization
with an aging workforce often feels no symptoms for many years. However, as the
situation advances, companies will soon realize the pain associated with losing
expertise, incurring higher recruiting and training costs and managing intergenera-
tional concerns. Firms need to take a proactive approach to address demographic
changes, both within their organizations and across their labor markets, if they wish
to avoid issues that could significantly hamper companies in the industrialized world.
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