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The baby boomer time bomb
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Abstract: 
Corporate Australia faces a looming crisis if it doesn’t start working harder at retraining, valuing and engaging its senior workers.  Zilla Efrat reports. 

The war for talent has been an unrelenting challenge for Australian businesses and their overseas counterparts. Sadly, it seems that the situation is only about to get worse despite a possible slowdown in the global economy.

Delegates at the recent AICD conference on the Sunshine Coast were warned that 30 to 40 per cent of Australia’s current population would reach retirement age during the next three to five years. Many would be baby boomers, who are currently aged between 44 and 62 and account for 5.3 million people or a quarter of the entire Australian population.

According to Access Economics, Australia will have a shortfall of 195,000 local workers by 2013 and the predictions are that by 2022, the number of people exiting Australia’s workforce will exceed the number entering it. 

Craig Perrett, co-founder of leadership consultancy act3, noted that for the first time in our lifetimes, we were at a point where we would have a difference between supply and demand in our workforce, and this would create some real challenges for businesses.

He observed that Australia had one of the world’s lowest retirement ages. “Australians have a desire to retire earlier than most other cultures. We don’t have hard data to confirm why this is happening, but we suspect, anecdotally, that it is because we have a lack of successful role models. Our heroes have been those who got out of work earlier. It’s a lot to do with our culture.”

During question time, he agreed that there was, whether consciously or unconsciously, an ageism bias in most Australian companies and like their counterparts abroad, they were doing very little to hold onto older staff members despite the ongoing war for talent.

“Research by McKinsey found that 80 per cent of companies worldwide don’t have a strategy for retaining mature age workers... We also find that a large per cent of mature age workers don’t think that their companies value them,” observed Perrett.

He added that the needs of older workers seemed to fall through the cracks at many companies. “Companies skew their resources to support the career and life aspirations of younger workers who, ironically, don’t intend to stay as long as their more experienced colleagues… When you get to your mid 40s, the organisation stops spending money on you. Most career development is on Generations X and Y.

“But research in Australia shows that when you ask Gen X or Y how long they want to stay with the organisation, the answer is typically around 18 months. If you ask a 45 or 55 year old executive the same question, they will probably say 10 years. It’s not that they aren’t ambitious. It’s that they have a different mindset.”

“For many people, their long-term employers have done them a grave disservice because they have not received any training or investment in their development for many, many years,” noted Linda Nicholls, a director of St George Bank and AICD’s Victorian Division president.

“Today, if you are 55 and haven’t had any training since you were 45, by definition your productivity will have been in decline over the last decade. It makes it harder and harder for these workers to hang onto what work there is. That’s why it’s so important both to avoid the litigation that might result from not having made any investment, but also to get the productivity benefits that come to you.”

Nicholls added that there was a view amongst demographers, some lawyers and other observers that we were about see some degree of agitation that would change the law and company practices in this area.

Perrett observed that with an exodus of experienced staff, companies also lost assets such as intellectual property or knowledge of previous downturns. “With the change in financial markets, the skills that mature workers have are now of critical importance. Younger workers were at university during the last recession,” he said.

He noted that the costs of replacing older workers could be anywhere between 1.5 to three times salary. “People say they cannot afford a retention strategy, but can you afford the costs of replacement?” he asked.

At the same time, Perrett noted: “Increasingly executives are rejecting the traditional notions of retirement. They cannot contemplate life without the fulfillment of work and nor should they. They want to channel their experience and capabilities into a portfolio of activities that are rewarding to them. This portfolio could include different corporate roles – reduced hours, mentoring or being a board member or project expert. The critical thing is planning.”
Similarly, Nicholls told the conference that the baby boomer’s mantra was “don’t retire, rewire”. Older people, she said, wanted freedom to work, not freedom from work.

She said most baby boomers had a minimum of 30 years to live. Many felt negative about retirement. And, most didn’t want to be labelled as pensioners. “Baby boomers have invested a lot of their sense of self in their work. Without work they feel lost... They need things to do... for mental stimulation and frankly a sense of achievement.

“McKinsey research shows that only 25 per cent will actually be able to afford the retirement lifestyle that they aspire to. What’s more concerning is that a further 50 per cent want that lifestyle and don’t realise that they can’t afford it.”

So, given that there’s a strong business and moral case to retain older workers, how do companies set about doing this?

As a starting point, Nicholls advised: “An analysis of a company’s own data is the only way a company can tell if this issue is a ticking time bomb or a non-event for it. Sometimes analysis will reveal that a whole industry has to work together to find a solution.”

She pointed to recent Conference Board research which suggested that companies shouldn’t leave workers to manage themselves. Instead, companies could consider programs like flexible work hours, affinity groups and social programs. Strategic planning in this area was also important.

Perrett added: “Don’t make assumptions that your senior workers want to retire completely. Talk to them about changed roles and how they can continue to add to the wealth of the organisation. This will mean being innovative and flexible in redesigning jobs and shaping packages.”
However, he added that often the largest roadblock was senior executives themselves. 
They fear discussing the issue will signal that they have lost interest or may be a sign of weakness. There’s a barrier to individuals putting up their hands and saying that they want to do something about this and it’s here that directors can make a big difference.”
Nicholls noted that like in the US, bringing up the “r word” could be sensitive, so how do companies have that conversation about retirement with older workers? The answer is simple: in the same way they did with younger employees – just ask them what their future plans are.

Perrett said some corporations had come up with innovative solutions when talking to senior staff – for example, allowing them to buy back more annualised leave or creating a consulting business for them.

He said organisations were also starting to think about the messages they pumped out to older workers and those organisations that created a reputation for connecting with senior talent would have the advantage in the future. But he cautioned: “There’s a lot of cynicism around, so you must be able to deliver.”

So what questions should directors ask to get baby boomer retention and recruitment right?
Nicholls said: “If you are on the audit or risk committee, now is the time to draw out the statistics around the real risks inherent in not understanding if your company has an issue or not. Will you lose skills? Will that mean that some assets will not be as productive as before? If you lose workers and can get technology to replace them, where will the capex come from?

“There are also issues around insurance – mythology that says older workers are more likely to be injured on the job. Those issues have to be challenged because they are not supported by fact... You should also look at renewing safety training for older workers. Often people had training years ago.” 
The fallout of losing older workers
For companies:
· Corporate history is lost as executives leave

· Business relationships go with them

· Industry knowledge is lost

· Competitors often hire your executives when they leave

· The costs of replacing executives are substantial

For executives:

· Resentment towards the organisation grows
· Stagnate in their careers before they leave
· Loss of identity when their careers end
· Goodwill to the company evaporates
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