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AGENDA
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Day 1: Thursday, January 30, 2014

11:00-11:15 | Welcome & Logistics
11:15-12:00 Introductions
12:00-12:15 Remarks by Julio Portalatin, CEO of Mercer
12:15-1:00 Lunch
1:00-1:45 Topic #1: Aging Workforces
Worldwide the number of people over age 60 is expected to increase from
810 million in 2012 to more than 2 billion in 2050. As a result, employers and
countries alike must collaborate to determine the best way to re-skill and
re-engage older individuals to remain productive members of the workforce.
In particular, we must change the way we structure education and move
from a traditional linear lifecycle of learning — where employers are solely
responsible for skilling individuals after higher education — to a more fluid
lifecycle of learning.
Presentations:
e A Psychological Perspective on Older Workers (Laura Carstensen)
e Tapping the Full Potential of the Mature Workforce (Pat Milligan)
1:45-2:45 The Employer Point of View: Case Studies
2:45-3:15 Discussion
3:15-3:30 Break
3:30-4:15 Topic #2: Worker and Workforce Productivity
It is often assumed that older workers cost more and are not as productive
as younger workers. Myth vs. reality? Should worker value be defined
differently? Measured differently? To what extent are policies and practices
affecting measures of worker value?
Presentation:
e Indicators and Measurements (Haig Nalbantian)
4:15-5:15 Discussion
5:15-5:30 Wrap-up
5:30 Adjourn
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Day 2: Friday, January 31, 2014

8:00 —8:30

Breakfast

8:30—8:45

Welcome & Logistics

8:45-9:30

Topic #3: Getting Them Ready in a DC Wealth and Health World: The Employer’s
Role

For many employers the adverse workforce management implications of

the transition from DB to DC retirement provision are becoming apparent.
Unintended talent and promotional blockages are emerging, some older cohorts
who are expected to transition out cannot afford to retire. DB to DC retirement
is maturing but DC for health care is just beginning. What are the implications
for employees and employers of a DC world for both health and wealth? How
can findings from behavioral and political science be applied to address the
employer’s strategic workforce management need as well as the employee’s
need for financial and physical well-being?

Presentation:
e Fergal McGuinness and Steve Vernon

9:30-10:30

Discussion

10:30 — 10:45

Break

10:45-11:30

Discussion: Globalization of Work and the Workforce

Presentation
e World Economic Forum Human Capital Index (Rick Guzzo)

11:30-12:00

Wrap-up
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INTRODUCTION

— T ——

In recent years, the American labor force has aged dramatically.

According to the Bureau of Labor Statistics, the
share of the labor force age 55+ grew from 13.1% in
2000 to 19.5% in 2010 and is expected to increase to
25.2% by 2020.! This growth is due in part to overall
demographic changes; the first baby boomers

turned 65 in 2011, and the number of older people n
will continue to rise sharply as the baby boomers
age. But it is also due to increased labor force ° 6

participation rates among older people. In 2000,
32.4% of people age 55+ were in the labor force; by
2010, this number had climbed to 40.2%. For various
reasons, including financial necessity, many older
people are delaying retirement and staying in the
labor force.

)

il

How will employers adapt to this change?

Initial research suggests that the aging workforce presents both challenges and opportunities
for employers. A multigenerational workforce can foster unique collaboration across age
groups, leading to greater creativity and innovation, but it can also lead to intergenerational
tension and miscommunication. In addition, although older workers can be valuable sources

of knowledge and experience, they are also perceived to be expensive. As Alicia Munnell and
Steven Sass noted in their 2008 book, “Working Longer,” older workers generally have higher
wages than their younger counterparts and their health insurance can cost more. Given
challenges in measuring worker productivity, it can be difficult to calculate the precise value that
older workers bring to an organization. Finally, older workers who are not financially prepared
for retirement may need to work longer than is ideal for their employer. With the widespread
change from defined benefit (DB) to defined contribution (DC) plans, employers are losing the
levers that they once had to encourage and manage employee retirement. The emergence of
DC-style delivery of health care through exchanges means employers need to better understand
how health and wealth objectives interact for the first time.

1 Bureau of Labor Statistics, Labor Force Projections to 2020: A More Slowly Growing Workforce, January 2012,
Table 3.
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Past Conference

Sponsored by Marsh & McLennan Companies, the Stanford Center on Longevity convened a
conference on the Stanford campus in April 2013 to provide a forum for employers to discuss
strategies for adapting to the aging workforce. The conference, entitled “Adapting to an

Aging Workforce,” brought together large employers from a range of industries, from retail

to technology. The discussion sessions centered on three broad topics: compensation and
benefits, workforce management, and job and workplace design. Attendees identified the
issues they have encountered with the aging workforce and began to discuss strategies for
responding. Much of the conversation centered on the need to transition older workers out of
the workforce, but some companies noted that they may need to accommodate older talent in
the near future.

A number of key themes emerged from the conference, such as the importance of supporting
the multigenerational workforce, the need to create “graceful exits” for older workers, and
the opportunity to reimagine the social constructs of work and retirement. Overall, attendees
expressed a desire to address the issue of the aging workforce sooner rather than later.

The Current Conference

The Center’s first conference, in April 2013, demonstrated the range of employer viewpoints
on the aging workforce and made clear that there was a lot more to learn about the employer
perspective. To continue the conversation, the Center partnered with Mercer to host a second
“Adapting to an Aging Workforce” conference in New York. Attendees included numerous
employers from large and mid-size companies, as well as academics who study work and aging,
and non-profit representatives who think about public policy responses to these issues. The
goal of the conference was to address the issues of human capital management and retirement
and health planning that employers are facing as they adapt to an aging workforce.

The first session focused on elucidating the reality of aging workforces, including the cognitive
abilities of older workers and how companies might respond by reimagining the traditional
linear lifecycle of learning and work. The second session centered on ways to measure worker
productivity and also addressed many of the myths about older workers, including whether they
are really less productive than younger workers. The third session addressed how employers
can help their employees manage both their health and wealth needs as they navigate towards
a secure retirement in a DC world. The final session featured a presentation of the World
Economic Forum’s Human Capital Index, a measure of the human capital potential of different
countries, which companies and governments can use to engage in workforce planning.

Throughout the discussion, many of the themes from the first conference re-emerged, including
the need to create “graceful exits” for older workers and the desire to reimagine the traditional
lifecycle of work to support alternative career arcs. New themes included the difficulty in
measuring the value and productivity of older workers and the potential role of behavioral
finance approaches in creating more effective plan designs for retirement and health care.

This document summarizes the presentations and highlights major discussion points from the
conference. It concludes with key themes for employers to consider, as well as open questions
for future research.
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While our initial goal was to develop a list of best practices and actionable outcomes for
addressing the aging workforce, it is clear from these two conferences that we are still in

the beginning stages of understanding this issue. More thought, research, and discussion is
necessary in order to truly understand the aging workforce and its implications for employers.
We hope that our conferences will help stimulate a conversation to be continued between
employers, academics, and policymakers.
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SETTING THE STAGE:
DEMOGRAPHIC CONTEXT

r —
The need to address the issues of an aging workforce is driven by dramatic demographic shifts
occurring in the U.S. population and within the labor force. The first “Adapting to an Aging
Workforce” conference held at Stanford University in April 2013 began with a presentation by
Adele Hayutin, Senior Research Scholar and Director of Demographic Analysis at the Stanford

Center on Longevity, that outlined those shifts and highlighted the trends associated with the

graying of the U.S. population. A summary of Dr. Hayutin’s presentation is provided below for
demographic context.

Population Shifts

Three key dimensions characterize the coming population shifts in the United States: continued
growth, aging of the population, and increased diversity.

The change in age structure from pyramid to cube reflects aging
of the population.

Total population by age and sex, millions

65+

Median age

<20

1950 2010 2050
Total 151 million 309 million 400 million
20-64 87 million 185 million 221 million
% 20-64 58% 60% 55%
% 65+ 8% 13% 21%

Note: Population by five-year age bracket; males on left, females on right.

Analysis: Stanford Center on Longevity.

Source: U.S. Census Bureau, Population Division, 2012 National Population Projections (NP2012-T12), 2010 Census
Summary File 1, and Demographic Trends (CENSR-4).
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Growth: The U.S. population is projected to grow by 91 million over the next 40 years, from 309
million in 2010 to 400 million in 2050.* Growth will occur in all age brackets, but most of the
growth will be concentrated in the higher ages.

Older brackets account for two-thirds of projected population
gain in the next 20 years.

Change in population, by age, millions, 2010-30

2010-20 2020-30
Total population gain = 25.2 million Total population gain = 24.6 million

+15.7 million +16.8 million
62% of total 68% of total
+1.8 2.4
+6.4 +5.7
o ML an mmm ws
‘ _— s s

Note: Population by five-year age bracket.

Analysis: Stanford Center on Longevity.

Source: U.S. Census Bureau, Population Division, 2012 National Population Projections (NP2012-T12) and 2010 Census
Summary File 1.

e The number of people age 65+ will more than double, increasing from 13% of the total
population in 2010 to 21% of the total by 2050.

e While the working-age population, age 20-64, will continue to increase, growth in this
segment will be much slower than in the past when it was fueled by the baby boomer
bulge. This population segment will shrink as a share of the total population, from 55%
in 2010 to 50% in 2060.

e The population under age 18 will continue to increase, driven by an increase in the
total number of births, even while the number of births per woman declines. The total
number of U.S. births is projected to average 4.6 million per year from 2015 to 2060,
well above the baby boom peak of 4.3 million births in 1957.

1 U.S. Census Bureau, U.S. Population Projections, 2012.
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Aging: The short-term population age shift is especially significant for employers as the baby
boomers age. Segmenting the conventional working-age population into two parts—age 20-44
and age 45-64—shows the impact of aging baby boomers on labor force composition and points
to some of the challenges faced by employers:

e The population of mature workers, age 45-64, has grown rapidly over the last 20 years,
but will stabilize over the next 10 years and will begin increasing only when the echo
boomers—the children of the baby boomers—begin to turn 45 in 2030.

e The young working-age population, age 20-44, is projected to steadily increase, due to
the sustained number of projected births.

e |n contrast, the senior working-age population, age 65+, will expand rapidly.

As employers seek to fill new positions or replace existing workers, they will face the boom and
bust labor cycle and will need to consider how the age mix of the labor pool has changed. They
may need to consider hiring either younger workers or senior workers as the pool of mature
workers stabilizes or shrinks. Recruiting and training less-experienced young workers may be an
option when older workers leave the workforce. Similarly, retention and possibly retraining of
mature workers may become increasingly attractive.

Over the next 20 years, there will be no growth in the age 45-64
segment of the population.

Working-age population, 1950-2060

Millions Indexed: 2010 =1
140 25
2.3
120 7
. 2.0
First 45-64
100 | boomers
turn 20 in /
45
0 > \ ° o> 1.0 / 1.2
45-64
40
0.5
20
O T T T T T T T T 1 0-0 T T T T T T T T T T 1
1950 1970 1990 2010 2030 2050 1950 1970 1990 2010 2030 2050

Note: Conventional working age = 20-64.

Analysis: Stanford Center on Longevity.

Source: U.S. Census Bureau, Population Division, 2012 National Population Projections (NP2012-T12), 2010 Census Summary
File 1, and Demographic Trends (CENSR-4).
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Diversity: The population will be increasingly diverse. The white population will decline by
about 10% while the Hispanic population will more than double. The majority white non-
Hispanic population is projected to decline from 62% of the total population in 2015, to less
than a majority, 47%, by 2050. In contrast, the Hispanic population will increase from 18% of the
total population in 2015 to 28% in 2050.

The Hispanic population will more than double over the next 50
years; by 2043, the nation will be majority-minority.

Population by race and ethnicity, 2015-2060

Millions
I e e 111) (1) 7 e
I || L B 7% N N0
200 i #8 ® B B B B B R N
i 4 & ¥ 3 8 R R B B |
150 I & H B B ®H P73 BN W |
31%
100
[
Black NH 30%
50 p e : 20%
w/
10%
0 T T T T T T T T \ 0%

Note: NH = non-Hispanic; Other NH = non-Hispanic and two or more races, American Indian & Alaskan Native, or
Native Hawaiian and Pacific Islander.

Analysis: Stanford Center on Longevity.

Source: U.S. Census Bureau, Population Division, Projections of the Population by Sex, Race, and Hispanic Origin for the
United States: 2015 to 2060 (NP2012-T4), 2012.

Labor Force Shifts

Composition of the labor force: The composition of the labor force has shifted dramatically
since the late 1990s, and even more dramatic shifts are expected. The participation of women
and minorities has increased, there has been an influx of foreign-born workers, and the number
and share of older workers has been increasing. The labor force will continue to become more
diverse in age, ethnicity, and nativity.

Labor force participation: In contrast to declining overall labor force participation, labor force
participation among the older population has been steadily increasing since 2000 for both men
and women.

e The current 14% participation rate for women age 65+ is the highest it has ever been

and is projected to increase to 19% by 2020. The Bureau of Labor Statistics projects that
the rate will reach 28% for women age 65-74 and 8% for women age 75+.
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e For men age 65+, the current rate of 22% is projected to increase to 27% by 2020, a
return to the level registered in 1970. According to Bureau of Labor Statistics projections,
35% of men age 65-74 will be in the labor force along with 13% of men age 75+.

More people are working longer: 35% of men and 28% of women
age 65-74 are projected to be working in 2020.
Labor force participation rates by age and sex, 1990-2020
Men Women
80%
70% 71%
! 55-64
60%
50%
40% 35%
30% 65-74 28%
0,
30% 1519 25% 22% 65-74
20% o 13% 13% 15%
10% ] 7% 8% 75+
0% T T 1 [ T T 1
1990 2000 2010 2020 1990 2000 2010 2020
Analysis: Stanford Center on Longevity.
Source: Bureau of Labor Statistics, Labor Force Projections to 2020: A More Slowly Growing Workforce, January 2012, Table 3.

By 2020, workers age 55 and older will account for 25% of the labor force. This share has been
steadily increasing since 1990 when workers age 55+ accounted for only 12% of the total. The
share of older workers had been as high as 18% in the 1960s and 1970s before baby boomers
surged into the labor force.

Although labor force participation has increased among the population age 65+, there may

be even further room to expand the labor force participation of this age group. While work
disabilities still constrain 20% of people age 65+, an increasing number of older people are not
constrained by disability and could enter the labor force.
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Education

Educational attainment: Educational attainment is another consideration in recruiting and
replacing older workers, especially as younger generations become better educated.

e There are currently more college graduates under age 50 than over age 50, and there
are about an equal number of graduate degree holders under 50 as over 50.

e ltisalso true that today’s 65-year-olds are better educated than the 65-year-olds of the
past. Moreover, survey results suggest that some employers think older workers are
more productive than younger workers.?

These education and performance statistics point to the importance of recruiting and retaining
well-educated experienced older workers as a complement to recruiting and training well-
educated young workers.

By race and ethnicity: Educational attainment varies significantly by race and ethnicity,
particularly for high school completion.

e Educational attainment is lowest among Hispanics: 35% of Hispanic adults have not
completed high school, compared with 15% of blacks, 11% of Asians, and 8% of whites.

e Asians have the highest educational attainment with 51% having Bachelor’s degrees or
higher, compared with 35% for whites and 14% for Hispanics.

Global Context

The U.S. population is young relative to the populations of other rich economies, measured
both by median age and percentage of the population that is 65 and older. This relative youth
gives the U.S. a competitive advantage. Unlike most other advanced economies, the United
States has a growing working-age population. In most other advanced economies, including
Japan and most of Europe, the working-age population is projected to continue contracting.

The United Kingdom and the United States are exceptions. Even among developing economies,
working-age population is projected to slow, although remaining positive. Several countries such
as China and Brazil are projected to see slow growth over the next 20 years followed by declines
in the subsequent 20 years. China’s working-age population is projected to steadily decline after
peaking around 2015.

2 Center for Retirement Research, Survey of Employer Attitudes towards Older Workers, 2006, Table 1.
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REMARKS BY
JULIO PORTALATIN

#

In his remarks, Julio Portalatin, President and

CEO of Mercer, set the stage for the conference

by challenging attendees to create action steps
around the issues of retirement and health care.
Portalatin began by noting that that these topics
are starting to get more attention from politicians
and the media; indeed, President Obama recently
highlighted the importance of saving for retirement
in his 2014 State of the Union Address. Portalatin
encouraged attendees to use this as an opportunity
to bring the aging workforce to the forefront of

their companies’ agendas. As an example, he

stressed the importance of devising thoughtful

succession plans that address how to “gracefully

exit” older workers and how to re-skill workers early

in order to bridge knowledge gaps. He also advised

attendees to move from theoretical concepts to

research hypotheses to practical solutions when & _

tackling these issues: how can organizations use
research to design valuable and cost-effective
programs that meet the needs of both older
workers and the company? He ended by reminding
attendees to focus on turning research into action as they continue to address the aging
workforce.
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TOPIC #1:
AGING WORKFORCES

I — ' ——

Laura Carstensen, Director, Stanford Center on Longevity
Pat Milligan, Regional President, North America, Mercer

As the number of older people increases worldwide,
aging workforces are becoming a new reality. Employers
need to develop strategies to adapt to this change

and harness the talent of their older workers. To help
employers address this issue, Dr. Laura Carstensen

shed light on the capabilities of the older population -
and explained what companies can reasonably expect
from their older workers. Pat Milligan then described
what companies are currently doing to manage the
aging workforce and outlined other potential ways for
employers to respond.

T Ll Vo

A Psychological Perspective on Older Workers

In order to evaluate the potential contributions of older
workers, it is important to understand the evidence- A—

based strengths and limitations of this population. To

that end, Dr. Carstensen presented research findings about the cognitive, emotional, and health
characteristics of older individuals. She also challenged the group to reconsider the traditional
life course model in which education occupies the first portion of life, work consumes the
middle life, and later life is exclusively leisure.

Tapping the Full Potential of the Mature Workforce

Following Dr. Carstensen, Pat Milligan discussed the importance of reframing the conversation
about older workers and reimagining the traditional lifecycle of learning and work. Milligan
recounted that she had just returned from the World Economic Forum in Davos, where there
was a lot of interest in discussing youth unemployment but less enthusiasm about addressing
aging workforces. She explained that the aging workforce is indeed a pressing issue: the

reality is that the world is aging, people are staying in the workforce longer, there are too few
younger people, and there’s a brain drain in many industries. To address these changes, Milligan
stressed the need to have balanced conversations about older workers that highlight both the
challenges (such as higher costs) and benefits (such as more experience) that they bring. She
also expressed a desire to rethink the traditional lifecycle of learning and work by moving away
from the “school, work, retire” model to a more iterative approach that allows for learning and
re-skilling throughout the lifecycle.

Adapting to an Aging Workforce | January 30 - 31, 2014 | Conference Proceedings



Key Discussion Points:
Characteristics of Older Workers

e Itis a myth that older workers are less capable than younger workers.

— For most individuals, increases in knowledge and expertise compensate for age-
related declines in cognitive processing speed.

— Further, we may be overestimating the negative trajectory of cognitive decline with
age. If we remove those who will develop Alzheimer’s Disease from the sample
population, we see less cognitive decline among the population.

— Older workers bring a key advantage to the workplace: they are more emotionally
stable than younger workers. Older people experience fewer negative emotions,
are better at handling tense situations, and have fewer conflicts than their younger
counterparts.

* Younger and older workers have different strengths and weaknesses in terms of
cognition.

— Younger workers tend to learn new information more quickly, but older workers have
more expertise and tend to build stronger relationships.

— Effective workforce planning and job design should take advantage of older workers’
strengths.

e Older workers are “younger” now than they used to be.

— Measuring age to reflect years prior to mortality (rather than years since birth)
supports the claim that 65 is the new 59; a 65-year-old in 2000 had the same
mortality risk as a 59 year-old in 1970.

— This is closely related to the concept of “compression of morbidity,” or living
healthy longer. Morbidity refers to the presence of illness or medical conditions, so
“compressing” morbidity to the very end of life serves to minimize the number of
years a person spends living with disease.

Rebalancing the Conversation about Older Workers

e The conversation about older workers should be rebalanced, as it tends to focus mostly
on the challenges rather than the benefits of the aging workforce.

— Conversations about older workers generally start with the presumed challenges:
they are more highly compensated, less willing to move, more resistant to change,
and more costly to train.

— But there are also numerous benefits to older workers: they are more loyal, more
committed, more emotionally stable, better collaborators, and effective mentors.

— The conversation may focus on the challenges because these can be easier to
measure than the benefits (it’s easier to measure compensation, for example, than it
is to measure loyalty).

— A more balanced conversation about older workers may encourage companies to
recognize the value of their older workers.
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Impact of Education & Lifelong Learning

Formal educational attainment is the most
powerful predictor of several outcomes
associated with aging, including functional
health.
— Although the relationship between
education and healthy aging is
related to several other factors
(like income, healthy lifestyle
behaviors, and job safety), education
is still a better predictor than any of the
other variables.
— Companies should be aware of the impact of educational attainment and assume
different outcomes for different segments of their workforce.
People don’t stop learning at a particular age.
— Employers can take advantage of this by encouraging lifelong learning (beyond
traditional formal education) for their employees. This keeps skills up-to-date and
provides the stimulation necessary to keep employees engaged in their work.

Company Support for Lifelong Learning

Companies need to rethink how they allocate training and resources to workers of

different ages to better support lifelong learning.

— The traditional lifecycle of learning and work calls for people to go to school, go to
work, and retire — in that order.

— Many companies allocate resources for training according to this traditional lifecycle;
more money is spent on training younger workers than older workers.

— Investing financial resources in workers throughout their career (not just at the
start) would allow workers to remain engaged and develop new skills as they age,
adding value to older workers. This approach would also create greater flexibility for
younger workers who desire non-traditional career arcs.

Redefining and Redesigning the Work Lifecycle

III

The concept of the “ideal” worker as someone fast and tied to his/her desk was based
on what was available at a particular time — young workers. Now, we need to redefine
what it means to be a good worker, incorporating the reality of the multigenerational
workforce. Perhaps the new “ideal” is someone with deep expertise and excellent
mentoring skills.
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e \We also need to redesign the typical career arc to allow for multiple transitions —
including both mid-career transitions and different paths to retirement.
— Lateral moves can be beneficial for both mid- and late-career employees. The
resulting development of new skills and expertise in different domains may translate
into future career growth for mid-career employees, and may prevent burn-out for
those late-career employees who want a change but aren’t eligible for promotion.
— The transition to retirement should be conceptualized as a process rather than a
discrete event.
= This process could include (perhaps several) lateral moves within the organization
or changes in job duties and levels that better suit the capabilities and interests
of older workers.

* |f opportunities aren’t available within the organization, some older workers may
“ramp-down” by finding lower-intensity jobs elsewhere.

* Phased retirement (a reduction in time or intensity of career employment) is also
a desirable option for many employees.

— Discussions of career goals and trajectories can be incorporated into annual reviews
for all workers to remove concerns about age discrimination.

e We should move to redesign the life course model in such a way that education, work,
and leisure are distributed throughout life.

— Inthe current life stage model, education is concentrated in the early years, work
dominates mid-life, and the third stage of life is exclusively leisure.

— This model may no longer be appropriate given increased longevity. Indeed, average
life expectancy has doubled in the last century. Why do we add all the extra years of
life to the end?

— Redistributing education, work, and leisure benefits people of all ages.

Company Support for Older Workers

e There is often a lack of support for older workers from a diversity perspective.
— Although many companies have diversity groups for women, LGBT people, and racial
and ethnic minorities, there are few resource groups for older workers.
— Avresource group focused on older workers could foster a sense of community
among these employees.
— One attendee reported that her company does have a resource group for older
workers that began as a grassroots effort.

Workforce Management

e Companies need to look at both country-level data and company-specific data in order
to devise best practices for their workforce.
— Rather than relying solely on aggregate data, each company needs to investigate
whether its workforce is aging, why older workers are staying, and whether the
company will have enough workers with the right skills.
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Addressing the “Lump of Labor” Theory

e The economic research on the “lump of labor” theory is at odds with what many
companies experience with their workforce.

The “lump of labor” theory posits that the number of jobs in an economy is fixed: if
older workers stay on the job longer, there will be fewer jobs available for younger
workers. Employers often wonder: for every older worker | keep in the workforce, is
there a younger person I’'m unable to hire?

Considerable economic research disproves the lump of labor theory and shows
that older workers do not take away jobs from younger workers; at the macro-level,
it’s not a zero-sum game. GDP growth creates new jobs and opportunities for all
workers.

But at the company-level, the reality is often different. If a company is not growing,
then new jobs are not opening up and younger people are more likely to leave.
There is a need to reconcile the gap between what the economic research shows at
the macro-level and what companies are experiencing at the micro-level.

Need for Public Policy Responses

e The government needs to be involved in the conversation about older workers.

There appears to be a lot of collaboration between the private sector, academia,
and non-profit organizations, but less collaboration between these groups and the
government.

We need to learn more about how public policy can address the issues raised by the
aging workforce.
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THE EMPLOYER POINT OF VIEW:
CASE STUDIES

—

A few companies at the conference presented case studies about how the aging workforce

is currently affecting their organization. Some companies are already “feeling” the effects

of the aging workforce, while others are trying to stay ahead of the curve. The ensuing
discussion reinforced the fact that the aging workforce is a multifaceted issue that affects each
organization differently, depending on company size, talent management (“build” vs. “buy”),
and industry sector, among other variables. There will not be a “one-size-fits-all” solution.

Key Discussion Points:

Workforce Management/Planning

Employers should be aware of several potential problems associated with an aging
workforce.

Talent drain: As large numbers of employees reach retirement age, companies may
face the impending loss of valuable skills and knowledge.

Skills mismatch: Even if there is an available supply of younger workers, they may not
have the appropriate skills or experience to fill the gaps.

Choke points: Some companies have a large number of retirement-age employees
who are not leaving the company. This can create choke points that prevent
employees at mid-career levels from moving up the ladder. It is important to unblock
these choke points to grow talent and prevent younger employees from leaving.

If employers want their older workers to transition out of the company, they can
facilitate “graceful exits” by helping these workers prepare for retirement financially and
psychologically.

Some employers have even built the concept of “exiting well” into their company’s
culture of loyalty. In this framework, employees remove themselves from blocker
roles as a commitment to the company’s health.

If companies want to retain their older workers, lateral moves within the company and
phased retirement are other ways to unblock choke points.

As people grow older, they care more about doing work they enjoy and find
meaningful, even if that means taking a pay cut. Effective job redesign for older
workers will consider their preferences and strengths.

There may be an opportunity for companies to work with organizations like Encore.
org to help their employees transition to other meaningful roles.

Phased retirement programs can also help retain talent and facilitate knowledge
transfer.

Some companies may confront difficulty with these transitions due to the negative
connotations associated with taking a demotion or the complications arising from
final average pay defined benefit (DB) retirement plans.
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e To address skills mismatches,
companies can invest in
technical and training
programs or look to other
industries to find workers
who have the appropriate
core competencies.

— Some healthcare
companies have alliances
with nursing schools and
physical therapy schools
to maintain access to a
pool of talent.

— Some companies might
be able to look outside
the box to find talent. For example, firemen, who retire early with a pension, could
be recruited for positions in risk management.

e Companies can use data analytics to proactively anticipate and plan their workforce
structure.

— These data should be targeted, actionable, and relevant.

e Workforce planning is different for every company, and may be more difficult for
companies with many autonomous units.

— Workforce planning also differs by company culture — some companies grow talent
from within their organization (“build”) while other companies hire talent that has
been developed elsewhere (“buy”).

e Effective workforce planning must take into account the increasingly multigenerational
workforce. What keeps millennials engaged might not be the same as what keeps
boomers engaged.

Shifting the Corporate Culture

e Corporate norms need to shift to remove the stigma surrounding retirement. It needs to
be ok to talk about retirement.

e Some of the stigma associated with lateral or downward moves late in one’s career may
be removed if companies highlight the transition as a move to honored senior status.
Some companies have accomplished this with emeriti and fellow programs.

Performance Management
e Many challenges associated with “older workers” are not related to age per se, but
rather a talent or performance management issue that hasn’t been addressed for years.

e Companies do not treat all older workers in a one-dimensional way — they want to
retain some and “exit” others based on their job performance.
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Socioeconomic Status (SES) Disparities

e Some companies are noticing the effects of socioeconomic disparities within their
organization. This is especially relevant when employees in the lower income bands
don’t have enough money to retire.

e \We need to have another conversation that addresses the challenges associated with
those who have lower-paying and physically demanding jobs. What does “retirement
look like for this group?

— In general, discussions of the aging workforce tend to focus on white collar
employees, and discussion at this conference focused primarily on knowledge
workers. But we also need to address the challenges and opportunities that are
relevant to blue collar workers.

4
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TOPIC #2: WORKER AND
WORKFORCE PRODUCTIVITY

r'_ e

Haig Nalbantian, Senior Partner and Co-Founder of Workforce Sciences Institute, Mercer

Indicators and Measurements

Many employers appear to believe that
older workers are not desirable because
they cost more and are less productive
than younger workers. To shed light on
the relationship between worker age

and productivity, Haig Nalbantian, Senior
Partner and Co-Founder of the Workforce
Sciences Institute at Mercer, presented
results from a systematic review he
conducted of the drivers of promotion,
performance ratings, turnover, and pay
for ten recent workforce analyses he and
his team have delivered for large, mostly
global companies. He also addressed the basic question of how to measure worker productivity.
A labor/organizational economist, he noted that mainstream economic research has
traditionally used pay as a proxy for labor productivity, but there are several pay structures (e.g.,
tournament model, bonding model, etc.) in which compensation does not accurately reflect
contemporaneous productivity, so reliance on pay can be systematically misleading. He also
highlighted the difference between measuring individual vs. group productivity. This distinction
is extremely important in the context of the aging workforce because individual productivity
measures may fail to capture the company-wide benefits or “spillover effects” of older, more
tenured employees.

' i -1 x ] )
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Key Discussion Points:
Challenges with Measuring Productivity

e Companies want to retain or hire older workers if they create value, but there is
uncertainty about how to evaluate the relative cost and productivity of workers
generally, including older workers.

e Inthe ten large organizations examined, both the probabilities of receiving high
performance ratings and of being promoted decline substantially for older workers —
remarkably, without exception. If these outcomes are considered proxies for individual
productivity and performance, the implication is that productivity tends to decline with
age, after a certain point. But, the story is far less clear when one considers measures
of group-level or organization productivity. Nalbantian showed examples where
productivity and other business outcomes actually improve with older or more tenured
workers in an organization’s workforce.
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— In several case examples examined, the single greatest predictor of growth and/
or profitability was having a more seasoned, tenured workforce. For one thing, the
decrease in turnover that is associated with an older workforce (age and tenure) has
pronounced stabilizing effects on the company that can often enhance performance.
— These data suggest that the real benefits of older workers may actually come from
spillover effects on coworkers. As such, traditional economic research that focuses
on pay growth and other measures of individual productivity may be misleading.

Age Discrimination/Bias

e Disparities of performance ratings for older workers might suggest significant age bias
in many companies. These disparities are similar to examples of gender bias in the
workplace.

e Because performance ratings are subjective and susceptible to unconscious (and
conscious) age bias by supervisors, they are often flawed measures of assessing the
productivity of older workers.

Engagement & New Career Pathways

e Some individual declines in productivity may be associated with burn-out rather
than age. Employers can motivate employees to stay engaged by providing mentally
stimulating work and/or options for job transitions.

e Volunteering after traditional career employment is a way to stay stimulated and may
lead to re-entry into the workforce. Companies can support volunteer opportunities
after or throughout an employee’s career as part of their corporate social responsibility
strategy.

Understanding Internal Labor Market Dynamics

e ltisimportant for employers to understand what influences movement within their
organization. What causes people to stay? What causes them to leave?

e Thisis not just a retirement issue — “graceful” transitions are important throughout an
employee’s career. We need to restructure internal labor markets to facilitate multiple
career paths, not just the typical linear career trajectory.

— This would have implications for all workers, but is particularly relevant for women
and older workers.

Influencing Internal Labor Market Dynamics

e With the move from defined benefit (DB) to defined contribution (DC) retirement
plans, employers have lost their primary source of influence over the timing of their
employees’ retirement.
— Designing DC retirement plans that are more DB-like could help facilitate “graceful
exits.” For example, a DC plan with default annuitization at payout mitigates the
longevity risk an employee faces and may influence the timing of his/her retirement.
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— Another way to facilitate an exit is to offer a lump-sum payment. This may be
very attractive to employees, as we know from behavioral economics that people
underestimate the importance of pensions. However, individuals who receive lump-
sum payments run the risk of decumulating too quickly.

— Employers should be aware that the presence or absence of retiree healthcare
insurance also plays a role in retirement decisions.

e Employers should determine what their organization values and create thoughtful
rewards programs that reinforce their specific goals.

— There is a mismatch between internal and external labor markets. In terms of
compensation, external markets may value older workers (and the associated
acquired skills and knowledge) more than internal markets do. Backloaded pay
structures make it non-economic for employees to retain older workers beyond a
certain point even as older workers continue to deliver productive value generally.
Increasing mobility of older workers can help address this imbalance.

— Long-term incentives can be used as retention tools, but their efficacy is variable in

different companies and industries depending on the extent and sources of stock
volatility.
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TOPIC #3: GETTING THEM READY IN A DC
WEALTH AND HEALTH WORLD:
THE EMPLOYER’S ROLE

Steve Vernon, Consulting Research Scholar, Stanford Center on Longevity
Fergal McGuinness, Global DC Leader, Mercer

Steve Vernon highlighted the potential role
of behavioral finance research in designing E

effective employee retirement and wellness
programs. According to Vernon, there is

a lot of information about what people i J &@
should do in order to lead long, healthy, : ﬂ&}, 1 ik
financially secure lives — and yet people mm

often fail to act in their best interest. This . .

suggests that many of the challenges they E ;
face are behavioral. To address this issue, -4

Vernon explained that employers can :

use key findings from behavioral finance

research to create benefits programs that

facilitate positive outcomes for their employees. He presented SCL's new model of positive
behavioral engineering, which outlines a three-step model of behavior change that employers
can use as guidance to develop their employee programs.

Fergal McGuinness continued the presentation by sharing some behavioral insights from
political science. He described how research on voting behavior provides important lessons for
plan designers, such as the efficacy of local, office-level campaigns and the opportunity to use

social pressure to shape behavior. He also stressed the importance of collecting company-level
data to create targeted employee programs.

Key Discussion Points:
Influencing Employee Behavior

e Many of the challenges in the retirement and health domains appear to be behavioral.

— There is a lot of science that explains how to live a long, healthy, financially secure
life, but many people aren’t following this advice.

— Two challenges stand out: (1) Many employees do not possess the skills to prepare
their own retirement program, and (2) Even if they could prepare a realistic
retirement plan, many do not possess the willpower or discipline to implement their
plan.
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— There is an opportunity to use behavioral finance to structure retirement and health
programs to lead to positive outcomes.
— Key behavioral finance findings include:
= The default is never neutral, but instead sends a powerful message of what is
expected or ideal.
= Offering too many choices can be overwhelming.
= It’simportant to remove barriers and make it easy to implement the desired
behavior.
e Research from political science offers relevant insights for employers and plan designers.
— Political scientists have done a lot of research on how to get people to vote, which is
similar to getting people to save for retirement; they are both behaviors that people
know they should do but often don’t.
— Voting campaigns organized at the local level are a lot more effective than national
campaigns.
— Social pressure can induce people to vote: if you tell people that their voting record
will be made public, they are more likely to vote.
— The “mere measurement” phenomenon demonstrates that simply asking people
whether they plan to vote increases the likelihood that they will actually do it. As a
result, it could be beneficial to ask follow-up questions about retirement planning.

Understanding Employee Capabilities and Preferences

e To design effective plans, plan designers should consider employees’ level of interest and

capabilities.

— When it comes to retirement decisions, people fall into one of three groups:
= Doitfor me
= Helpmedoit
= Il do it myself

—  “I'll do it myself” is a very small part of the population — but the average 401(k) is
built for this kind of person.

— Avery large part of the employee population would just like their employer to “do it
for them,” and this necessitates a different kind of plan design.

— Even employees who want to plan for retirement on their own may be
overestimating their capabilities; studies show that people are generally
overconfident when it comes to financial planning.

Implementing Employee Programs

e Three challenges stand out with DC retirement plans:
— Not enough money is being contributed; contributions of 10% to 20% of pay need to
be contributed consistently over 30 years or more.
— Leakage due to loans and early withdrawals.
— Employees are on their own to convert their savings into reliable retirement income.
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Analytics provide a tremendous opportunity for companies to learn about issues specific

to their employees and tailor their retirement offerings accordingly.

— Companies can use analytics to evaluate employee preparedness for retirement. Are
employees saving at all? Are they saving enough? Are they saving efficiently?

— Understanding the problem and why it exists will allow companies to run campaigns
that are significantly more effective in terms of cost and outcome.

Employers sometimes struggle to implement best practices in their retirement plans due

to fear of employee pushback.

— Considerable evidence shows what works in retirement plan design: auto-
enrollment, auto-escalation, high default contribution rates. Yet not at all employers
have these practices built into their retirement plans.

— Some employers fail to implement such features due to fear of pushback from
employees.

— Employers wrestle with the tension between what they know they should do and
what they think employees will accept.

Savings milestones could be helpful in guiding employee behavior but are challenging to

devise.

— People often respond well to information that tells them how much to have saved
by a certain age (“savings milestones”). But there is no universally accepted rule of
thumb for how to devise these milestones.

— It’s important to create savings milestones for all age groups, including younger
people, to get people to begin saving earlier.

— Oneidea would be to create profiles of what an effective saver looks like at different
ages.
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DISCUSSION: THE GLOBALIZATION OF
WORK AND THE WORKFORCE

Rick Guzzo, Co-Founder of Workforce Sciences Institute, Mercer

World Economic Forum Human Capital Index

To provide a global context regarding human
capital, Rick Guzzo, Co-Founder of Mercer’s
Workforce Sciences Institute, presented an
overview of the first annual Human Capital Report,
released by the World Economic Forum (WEF) in
partnership with Mercer. This report ranks human
capital in 122 countries based on four pillars

that underpin talent development: education,
health and wellness, workforce and employment
experiences, and an enabling environment. In
doing so, the report evaluates the capabilities

of a country’s workforce to generate economic
prosperity and it serves as a tool for companies
and governments to use in workforce planning.
Additionally, Guzzo described age and human
capital of various countries and highlighted several
ways that employment influences the physical, psychological, and fiscal health of workers.

Key Discussion Points:
Impact of Age Composition on Human Capital

e Ageis an important variable to consider when evaluating a country’s human capital
potential.

— Although the relationship between age and economic potential at the country
level is not entirely clear, some of the most lucrative business markets have older
workforces.

— There is incredible variation in age across countries, which poses challenges for
employers with workforces around the world.

— Increasing the labor force participation of older workers could be a great source of
economic value.

Measuring the Labor Force Participation of Older People
e Data from the Human Capital Report indicate decreasing rates of participation in the

workforce among older populations globally.
e There is, however, a general assumption made by government and international
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agencies that collect employment data that people over 65 are no longer participating

in the workforce, thus no measures are made of their actual participation in the labor

force.

Many attendees voiced concern that such data may be underestimating the labor force

participation of older people by excluding those who hold non-traditional employment

(self-employed, for example).

Further, information about participation in economic activities by those over age 65 is

lacking because of the design of current workforce surveys.

— Most surveys of labor force participation fail to ask further questions if the
respondent indicates he or she is “retired.”

— More detailed questions about what people are actually doing in retirement
(volunteering, working part-time, working for family, opening a new business) may
improve the accuracy of this data.

Impact of Employment on Physical, Psychological, and Fiscal Health

Employment influences the physical, psychological, and fiscal health of workers

throughout their careers and into retirement.

— People with disrupted career paths have less fiscal well-being in retirement.

— People who take bridge jobs between career employment and retirement are better
off financially once they retire.

— People who experience a lot of job stress or have a strong work role identity have a
difficult time psychologically when they transition to retirement.

Each company needs to define its own role in supporting employee health.

— Employers are a point of influence on the physical, psychological, and fiscal health of
their employees.
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CONCLUSIONS

—

—
From the conference, several key
topics of interest emerged around the
issue of the aging workforce. These
themes included: developing workforce
management strategies, measuring worker
productivity, fostering graceful exits,
integrating behavioral finance research,
and reimagining the career lifecycle.
Conference attendees discussed the need
for progress in these areas and identified
potential short-term and long-term steps <
that companies can take to effect change. _
Attendees also highlighted the need for further conversation and research into various aspects
of the aging workforce.

Conference Themes and Recommendations:

Workforce Management Strategy

As the aging workforce becomes a reality, companies need to develop an explicit strategy for
managing their aging workforce. Many companies have accommodated older workers on an
ad hoc basis, but have not formalized an official response. A formal strategy ensures consistent
and fair treatment of all employees and allows for large-scale workforce planning.

Things to do today
* Analyze the demographic composition of your workforce to determine whether
it is aging.
e Create an explicit strategy for managing your older workforce as part of your
diversity strategy.

Potential next steps
e Create a company culture that honors rather than stigmatizes lateral moves,
phased retirement, and other transitions to retirement.
e |nvestigate and address potential barriers to implementing phased retirement
programs, such as DB final-average pay plans and concerns about reverse age
discrimination.
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Measuring Worker Value and Productivity

We need better ways of assessing whether older workers bring value to a company. Traditional
measures of workplace productivity may not capture their contributions, either because of
systematic age bias in performance reviews or because the real value of older workers shows up
in spillover effects (how they affect those around them).

Things to do today
e Assess your current method of performance evaluation to see if it is being
implemented consistently.
e When evaluating the performance of older workers, use measures of group-
level productivity that capture their spillover value onto other employees.

Potential next steps
e Investigate methods of performance review that reduce or eliminate age bias.
e Sponsor or participate in research on more effective measures of worker
productivity.

Fostering Graceful Exits

There is a strong desire on the part of both employers and employees to create graceful exits
for older workers. To facilitate this process, we need to understand the real and perceived legal
and corporate boundaries and develop consistent ways to talk to all workers about retirement.

Things to do today
e |nitiate conversations about career goals and transitions into annual
performance reviews for employees of all ages.

Potential next steps
e Build a company culture that supports early discussion of retirement, as is
legally appropriate. Employers may have more latitude than they realize to
discuss retirement with employees without incurring legal ramifications.
e |nvestigate potential partnerships with companies like Encore.org to create
alternate exit paths that are appealing and rewarding for employees.
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Integrating Behavioral Finance Research

As defined contribution plans become increasingly common and individuals assume more
responsibility for their physical and financial well-being, employers have an opportunity to use
behavioral finance research to create plans that help employees engage in positive behavior.
Behavioral finance allows employers to move beyond traditional awareness and education
campaigns to design plans that actually induce healthy behavior.

Things to do today
e Implement the following features in employer-sponsored retirement plans:
auto-enrollment, auto-escalation, and a high (> 4%) default contribution rate.

Potential next steps
e Explore further ways of using behavioral finance research to promote employee
fiscal and physical well-being.
e As changes are implemented, collect data on employee behavior to evaluate
which changes are most effective.

Reimagining the Career Lifecycle

In the traditional lifecycle model, education is concentrated in the early years, work dominates
mid-life, and the third stage of life is exclusively leisure. Increases in longevity have made

it critical to redefine this model, as it no longer fits with people’s lifespans and lifestyles.
Employers and society need to rethink how to support alternative career arcs, lifelong learning,
and the distribution of leisure throughout the life course.

Things to do today

e Distribute your training budget more evenly among workers of all ages to support
lifelong learning.

Potential next steps
e To reduce burn-out, consider offering employees periodic company-supported
volunteer opportunities and the potential for lateral moves.
e Investigate and develop strategies for supporting non-linear career trajectories,
including flexible work options, telecommuting, and job sharing.
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Research Questions:

Conference attendees identified several
questions that need to be addressed through

additional data collection and research studies.

e On abroad scale, how aware are
employers of the demographic changes
in the American and global workforces?
If they are aware, how prepared are
they to deal with these changes in their
organizations? How many companies
have developed explicit strategies for
managing their aging workforce?

e What are more effective, unbiased
ways to measure worker productivity?
Are there ways to reduce or eliminate
unconscious age bias in performance reviews? How can the benefits of older workers be
quantified?

e How can behavioral finance research be applied to restructure employee retirement
plans? How effective are these changes in promoting better decision-making and
behavior modification among employees?

Discussion Questions:

The conference made clear that we are still in the initial stages of understanding the challenges
of the aging workforce. The questions below require further consideration by employers,

practitioners, and policymakers.

e The discussion at the conference largely focused on knowledge workers. How might the
conversation be different when considering the challenges faced by low-income workers
and those in physically demanding jobs?

* How can we reframe the conversation about older workers to be more balanced and
include the benefits in addition to the challenges?

e How do we have a conversation about the aging workforce that acknowledges both the
macro-economic reality of the lump of labor theory and the micro-level experience of
individual companies?

e Where does primary responsibility for individual financial security lie? What is the
fiduciary responsibility of the employer?
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e How can the private sector, academia, and non-profits effectively collaborate with the
government to address issues of the aging workforce? What public policy outcomes or
initiatives would create a better environment for older workers?

e What does an “effective saver” look like at various points throughout the career
lifecycle? How can companies communicate these milestones to employees?

e What does an effective multigenerational workforce look like? How can companies
promote the strengths of older and younger workers while minimizing the potential for
intergenerational tension? How can companies use multigenerational teams to achieve
specific goals?
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CONFERENCE PRESENTATIONS

— T ——

A Psychological Perspective on Older Workers

by Dr. Laura Carstensen

Tapping the Full Potential of the Mature Workforce
by Pat Milligan

Gauging the Productivity of Older Workers: Measurement Issues and Challenges

by Haig Nalbantian

Getting Employees Ready in a DC Health and Wealth Word: The Employer’s Role

by Fergal McGuinness and Steve Vernon

Globalization of Work and the Workforce

by Rick Guzzo
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What is cognition?

Cognition refers to the high level functions carried out
by the human brain. It includes the ability to think,
reason, and remember. Cognitive processing is
required to comprehend and generate speech,
visually perceive the world, perform arithmetic
calculations, remember and to attend to
environmental stimuli. Cognition also refers to the
coordination and deployment of “executive functions”
such as planning, problem-solving, and self-
monitoring.
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Examples of Memory & Analytical Tests

Memory Reasoning
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Cognitive gains compensate for declines
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Emotional life improves with age

Arthur A. Stone, Joseph E. Schwartz, Joan E. Broderick, and Angus Deaton
Proceedings of the National Academy of Sciences (2011)

Worry

Arthur A. Stone, Joseph E. Schwartz, Joan E. Broderick, and Angus Deaton
Proceedings of the National Academy of Sciences (2011)
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Carstensen, Turan, Scheibe, Ram, Ersner-Hershfield, Samanez-Larkin, Brooks,
& Nesselroade Psychology and Aging (2011)
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Age-related decline in cognitive processing parsing healthy
from those who develop Alzheimer’s disease or related disorders

Percaptual Spead Score
pa
—

Study Year
Wilson, R.S., Leurgans, S.E., Boyle, P.A., Bennet, D.A. (2011) Cognitive Decline in Prodromal Alzheimer Disease

and Mild Cognitive Impairment. Arch Neurol.
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John Shoven, New Age Thinking: Alternative Ways of Measuring Age, Their Relationship to Labor Force
Participation, Government Policies and GDP
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Education matters
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Carstensen, L. (2011). A Long Bright Future: —
Happiness, Health and Financial Security in an Age of CRMTEE T
Increased Longevity. New York: Public Affairs. e
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Tapping the Full Potential of the Mature Workforce

Pat Milligan
January 30, 2014
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Older Worker Perceptions

cost of training in

9 Are more highly —Il_!' - | Require a higher

compensated technology
Less -
productive Focus™ PrOdulce lower
than younger mi'i J quality work
workers m’"a

. Are resistant to
Are less mobile \H change

MERCER
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Rapidly Aging Workforce

v" Number of people over age 60 expected to increase
from 810M in 2012 to more than 2B in 2050

v" Workers are Staying in the Workforce Longer
v" Economic uncertainty is leading individuals to delay
retirement
v" Too Few Young People Available to Enter the Workforce h'“‘ e
v Due to declining global fertility rates .-.: ;:_-.}:I-.-H”
v Industry Brain Drain

v' Changing demographics result in talent deficits in
industries requiring highly specialized skills

We must proactively accommodate mature workers, build on their talents and
engage them to pass on their skills and knowledge to the next generation

MERCER 2

JAPAN

Human Capital Index Rank: 15 (n=122)

Pillar 1: Education 28
Pillar 2: Health and wellness 10
Pillar 3: Workforce and employment 1
Pillar 4: Enabling environment 13

Additional Indicators

Total population (1,000s) 127,352.8 ¥
Median age of population 45 i
GDP per capita PPP (constant 2005, international $) 31,425 :
GDP growth (annual %) 19 »
Aged dependency: 36.0%
Youth dependency: 20.9%
Male labour force participation, age 65+ 2.9%
Female labour force participation, age 65+: 1.8%

Education and Workforce Distribution Key:

S
Male Female
W Total population W Total population
M Labour force participation I Labour force participation
Primary and secondary enrolment Primary and secondary enrolment

MERCER
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Traditional Life Cycle of Learning

Youth !_;F’-“u Aging

Bulge F \ Population

INVESTMENT

Pre Primary Secondary Higher Empleymant | PFost-Employmant
Education | Education | Education | Education| Training Training
0-3 yrs 514 yrs 14-18 yrs | 18-22 yrs 2265 yrs G5+ yrs

MERCER
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Non-Traditional Life Cycle of Learning

Youth Aging
Bulge Population

INVESTMENTS

Pre Primary | Secondary Higher | Employment | Post-Employment
Education | Fducation | Education | Education | Training Trainkmg
Q-5 yrs S-1dyrs 14-18yrs | 18-22 yrs 22-65 yrs G5+ yrs

MERCER
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Innovative Approaches to An Aging Workforce
Recruiting and Re-skilling Mature Workers and Retirees for New Roles

U Australian bank, Westpac, hired and

trained 900 recruits over the age of 45 to ‘I’E St pac

help improve overall customer service.

U L’Incontro Cooperative, an Italian
nongovernmental social services
organization recruits retired nurses as “ ''ncontr
social workers, art teachers, art therapists Ll Fﬂ : tro
to improve quality of client services.

U Canadian government’s Targeted
Initiative for Older Workers (TIOW)
program helps workers between ages 55 | |

and 64 remain productive participants in ‘ an ad ;a
the workforce through training and

employment programs

MERCER

Innovative Approaches to An Aging Workforce
Leveraging Mature Worker Knowledge/Experience to Prepare Next
Generation of Workers

U Chevron Australia incentives near-retirees to c h E‘Hl'ﬂl'l
spend time mentoring successors and next
generations.

U GE implemented programs to nurture and
enhance professional growth for women,
particularly in technical and engineering fields,
through mentorship.

MERCER
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NETWORK OF STAKEHOLDERS

ollaperatn
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Discussion Questions

* What challenges related to the aging workforce are you seeing in your
organization today?

* What are some of the new and innovative solutions or interventions you
find effective to address these challenges?

» What can you do to foster multi-stakeholder collaboration?

* How can we fully leverage the mature workforce to ensure organizations
stay ahead of the curve?

MERCER 9
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H MEECER TELENHT + HEALTH « FEMEEVENT « HWVESTHIONTS

GAUGING THE PRODUCTIVITY OF OLDER
WORKERS:
MEASUREMENT ISSUES AND CHALLENGES

30 JANUARY 2014

Haig R. Nalbantian
Senior Partner

New York

_." — CONFIDENTIAL
™= This document contains proprietary methodologies and
| tools which remain the property of Mercer. These
methodologies and tools cannot be used or disclosed
without written consent by Mercer.
© 2013, Mercer Human Resource Consulting LLC

Hu:rpl.a. (LT AT
MEERD
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Key issues for discussion

» Do “seasoned” (older and/or more tenured) employees create business value in
your organization?

— How do you know?

* What are the channels through which older workers do and can affect productivity
and business performance in your organization?

— Their own productivity/performance?
— Spillover effects on the productivity/performance of others?

» Through what reward mechanisms do you value experience?
— Pay? Career Value? Work assignments? Other “intangibles?”

» How is the changing economy, driven by the primacy of knowledge/information, by
forces of rapid technological change and by rapid globalization, affecting the
productivity of older workers?

— Is the increased value of information and knowledge offsetting or delaying the
otherwise inexorable diminishing returns to experience?

— Is the speed of technological change pulling in the other direction?

* What are the workforce management implications of an ageing workforce?

MERCER 1
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Today’s presentation agenda

+ Traditional economic views of age and productivity
— Human Capital theory
— Offshoots of Human Capital theory
— Alternative models
- Personnel Economics

The view from the field

— Mercer evidence from “internal labor market analysis ® of firm-level employee
data

» What's wrong with this picture?

- Levels of analysis problems

- Spillover effects of older/more tenured workers on organization productivity
and performance

* A more “macro” view of firm-level data

— Mercer evidence from modeling the business impact of human capital
management

* Implications

MERCER 2

Background: A Quick Overview of
Traditional Economic Views of Age and
Productivity
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MERCER

Human Capital Theory
» Focus on individual productivity and performance
» Focus on pay as a proxy for productivity — the impact of competitive markets

» Explain trajectory of age-earnings profiles in terms of the productivity of human capital
investments in education and training

» Draw out implications of presumed “diminishing returns” to learning and experience
Offshoots of Human Capital Theory and Alternative Models

» Essentially examines disruptions to pay — productivity link to solve incentive and selection
problems associated with incomplete or asymmetrical information and implications for
observed age/tenure-earnings relationships

— Distinctions between “general” and “firm-specific’ human capital
— “Bonding” to solve incentive problems
— Tournaments to motivate performance and better allocate risk

—————

Traditional economic views on age and productivity

MERCER

— e——— |

In traditional Human Capital theory, diminishing returns to experience are
reflected in the decreasing slope of the age-earnings profile, as in the
illustration below:
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This interpretation may be confounded by a set of factors that disrupt the
link between pay and productivity and render pay a flawed proxy for
individual productivity

+ Back-loading of pay/benefits to account for employer investments in training and
learning
— differential patterns of investment and return to general versus firm-specific
human capital

» Back-loading of pay/benefits to address incentive problems in agency relationships
—i.e., the performance bond

+ Hierarchical structures of pay/benefits to motivate performance and more effectively
allocate risk

« Asymetries of information between employers and employees regarding job and
employee attributes and resulting challenges of insuring match quality

» Imbalances in external versus internal labor market valuation of experience that can
make older workers more or less valued than the true social utility of their
employment

MERCER 6

———

ILLUSTRATIVE EXAMPLE

The so-called “Bonding” Model

Employer return

Base pay

Employee return

Market pay rate

Employee investment {

Employer investment

Time
Organizations that pay older workers more than their current productivity can only
do so for so long before the economics of inter-temporal transfer begin to fail

MERCER 7
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DISGUISED CASE EXAMPLE

A “Tournament” in Practice

Careful calibration of pay differentials across career levels with associated
promotion probabilities helps ensure increasing “returns to promotion”

$800,000 - - 20%

g

[e]

o
[ | e,
> $600,000 r15% ©
[} o
= 3
" o
= [=A
5 g
g $400,000 -~ - 10% .
© o
c =}

[¢]
5 2
L o
=  $200,000 - 5% r<n

$0 + 0%

1 2 3 4 5 6

Increasing “returns to promotion” motivate the effort/diligence to meet
increasingly challenging goals. . . but again the “winners” of the tournament
cannot stay on indefinitely or else the tournament comes to a halt

MERCER 8

Measuring the Productivity of Older
Workers Through Individual Workforce
Outcomes: The “Micro” View
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Internal Labor Market (ILM) analysis® “maps” the talent flows and
associated rewards that determine what your workforce is, what it is
becoming, and it statistically estimates the drivers of those outcomes

Hires Exits

Level 8 »

2
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é

®
]
>
> N o
) > 2
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MERCER 10

DISGUI_SED CASE EXAMPLE . o
At this large consumer products company, older workers face a significant
fall-off in career advancement and ratings, all else being equal.:

+ 5 years
above average age

Older employees are far more
Turnover Probability -25% likely to stay

Promotion Probability Older employees are

significantly less likely to be
promoted or receive top

High Rating ratings

Base Pay Level

Older employees are paid
modestly more though year-to-
year pay growth decelerates
relative to younger peers, a
phenomenon generally observed
across labor markets

Employee Career Outcome

Total Pay Level

Pay Growth Rate

Ty

MERCER
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DISGUISED CASE EXAMPLE -

In this professional services company, positive attitudes also waned with
tenure, as did engagement overall

?J(&B
S © 3
& & &° 2 & &
% Fauv fi e%%\ \57’* J’*z '\Q*@ 519* e

Category RSN LA N S
Clients 79 i i

This pattern of results is
Management of Team / 69 typical in that new
Department employees experience a

‘honeymoon’ period.
Typically, however, long
service employees
become more positive,
which is not seen in
these results.

Colleague Engagement 69

Your Job and Role 68

Integrity, Ethics and Values 68

Leadership 63

Teamwork and Cooperation 59

Fairness and Diversity 56

Corporate Citizenship 55

The scores for the sub-groups show
the difference in the favorable
response between the sub-group
and ‘parent group’.

Communication 54

Parent Company 52

Shaded boxes indicate differences
which are statistically significant

Development and Career 47

Reward and Recognition 42

ERCER
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COMPILATION OF DISGUISED CASE EXAMPLES

Overall, older employees fare consistently worse in terms of performance
ratings and career progression (both promotion and pay growth); the picture
is a bit more mixed for more tenured workers

( N\ Y4 N )
TOTAL
TURNOVER PROMOTION RATINGS BASE PAY COMPENSATION PAY GROWTH
Company A AGE 7% -18% -10% 1% 1% -34%
TENURE -50% 7% 0 1% 1% 17%
Company B AGE -20% -27% -13% 2% 2% -0.3
TENURE -36% -9.50% 0 0 0.4% -0.1
Company C AGE -30% -25% -15% 3% 3.3% -0.4
TENURE -42% -5% 7% -0.8% -0.5% 0
Company D AGE -20% -33% -9% 1% 1% -0.4
TENURE -52% -30% -5% 3.3% 3.4% -0.2
Company E AGE 7% -22% -16% na na -8%
TENURE -26% 0 0 na na -18%
- AN AN AN J

Estimates are drawn from statistical models of the drivers of each outcome, applied to multi-year workforce panel data for each organization; these models
account for numerous individual, organizational and external market factors that also influence the six workforce outcomes of interest. Please note: actual

viercer Coefficients have been altered modestly to preserve absolute confidentiality of client data, but in all cases maintain relative magnitudes of effects 13
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COMPILATION OF DISGUISED CASE EXAMPLES

In contrast, increasing age tends to contribute more to pay levels than does
longer tenure in the organization, reflecting the interplay with external labor
market dynamics

( N Y4 N )
TOTAL
TURNOVER PROMOTION RATINGS BASE PAY COMPENSATION PAY GROWTH
Company F AGE 15% -20% -0.15 points 3.4% 3.5% 0.8
TENURE -27% -15% 0 1.5% 3.3% -0.2
Company G AGE -22% -20% -13% 2.6% 2.4% -0.2
TENURE -30% -14% 0 -3.2% -3.4%
Company H AGE -53% -40% -25% 1.8% 1.3% -0.3
TENURE -50% -20% 0 1.7% 2% 0
Company | AGE -14% -20% na 8% 5.8% -1
TENURE -42% -0% na 0 5% 0
Company J AGE 0 -60% -0.35 points 5% 5% -0.2
TENURE -10% -30% 0.7 13% 13% -0.2
- \ AN AN J

Estimates are drawn from statistical models of the drivers of each outcome, applied to multi-year workforce panel data for each organization; these models
account for numerous individual, organizational and external market factors that also influence the six workforce outcomes of interest. Please note: actual

vercer coefficients have been altered modestly to preserve absolute confidentiality of client data, but in all cases maintain relative magnitudes of effects 1,4

Why Individual Productivity Measures Don’t
Tell the Whole Story: The Role of Spillover
Effects
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Traditional economic approaches to measuring the productivity of older
workers focus on measures of individual productivity, but this may miss a
big part of the productivity story

« Individual productivity of older workers, as traditionally measured, may indeed tend to be
lower, but spillover effects, or productive “externalities,” may be so large as to offset any fall-
off in individual performance

» Forinstance, older workers may:

— stabilize a work unit by lowering turnover, which in turn increases unit productivity and
performance

- Both older and more tenured workers are less likely to turn over
- In supervisory roles, they often reduce the propensity of others around them to turn over

- Those working in groups of older and/or more tenured workers are sometimes less likely
to turn over as well

— Increase the productivity of those around them through knowledge and information sharing

— Help grow the human capital within an enterprise by enhancing development and career
progress of those they supervise or mentor

— Enable innovation

— Strengthen group cohesion, collaboration, conflict avoidance, and resolution, among other
things

Measuring and understanding the trade-offs is fundamentally an empirical issue I

MERCER 16
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DISGUISED CASE EXAMPLE

In this health services organization, older and more tenured employees
are far less likely to quit as are those who report to more seasoned
managers

Percentage Reduction in Propensity to Quit
0% 10% 20% 30% 40% 50% 60% 70% 80%

External labor market factors

unemployment: 7% vs. 4%

employee lives closer

Designing and staffing departments

more tenured manager >
larger department |
higher departmental turnover

less heterogeneous workforce

more overtime hours
Quick quits

started as a temp

Investments in human capital

Ten years older

has one more year of tenure

took at least one compliance course

took quality training

MERCER 17
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Effect of increase in
Strongly positive voluntary turnover

Impact on
business
performance

Strongly negative
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This matters a great deal from an organizational productivity perspective,
because the cost of turnover is extremely high, across all job families

=

Improved $31mm $63mm $94mm
operating

margin

Decreased $66mm $132mm  $198mm
cost per unit

Increased 5% 11% 17%
deadlines
met

DISGUISED CASE EXAMPLE

specialist knowledge

Current TAP headcount

TECHNICAL
MASTER

ENGINEERING
SUPERVISOR

LEAD
ENGINEERS

4,745

MERCER
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This engineering organization faced huge vulnerabilities to loss of

Predicted TAP headcount assuming
exit without replacement

IN 5 YEARS IN 10 YEARS

3,857 3,140
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On the other hand, spillover effects can work the other way too:
this global consumer products company has had to confront the adverse
impact of older workers staying on too long

Situation

» Large, branded company facing slow growth, almost all of which is driven by emerging markets, looks

to develop a people strategy that fosters greater customer knowledge, faster, better innovation, and
stronger workforce diversity

» The company has traditionally built its talent from within, successfully relying on a premium rewards
and employment package, to get talent to come and stay

» The company closed its DB plan in the late 1990s
Presenting Problems

» Company experiencing significant back-up in its talent flows as more senior employees delay
retirement due to erosion of wealth in retirement plans and high uncertainty about their ability to
supplement retirement income from work in a weak economy.

» Absent business growth, this back-up in retirements blocks progression of more junior talent, stalling
our careers and generating incentives for higher performers or the more marketable among them to
leave prematurely.

Implications

» Low “velocity” of movement within the company’s internal labor market, created, in part, by the
existing retirement program is antithetical to successful realization of the company’s “Build” strategy
with serious negative consequences to their business

« In this instance, a retirement program that delivered incentives for retirement-eligible employees to
leave, would outperform one whose incentives are completely disconnected from tenure

MERCER
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DISGUISED CASE EXAMPLE

Limited incentives to retire - in the context of low growth and a “build”
talent strategy - result in low internal labor market velocity, career
choke points, and a serious drain of top talent
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Velocity of Talent Movement
is low beyond the
professional level

MERCER

T,

21

Adapting to an Aging Workforce | January 30 - 31, 2014 | Conference Proceedings

75



Measuring the Productivity of Older
Workers Through Individual Workforce
Outcomes: The “Macro” View

DISGUISED CASE EXAMPLE —

In this services company, longer tenured teams are associated with
higher profit potential; older teams, however, are linked to lower
productivity, except in one business unit

(hrrall Bl 06 1 0 Busiees (il ] W Busiaess Rl 1 0 Busiaes Ul 4
Project Team: . Drivers of profitability: Age vs. Tenure
Average Age W

5 yedrs e
(+5 years) i
Project Team: =
Average Tenure
(+5 years) : s
Prrceriagr | % | Difrenie in Proli |3 ) Uy Fallosd g Mosth
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DISGUISED CASE EXAMPLE
Trajectories show varying levels of impact of age and tenure on next
month’s profit across different business units

Optimal Levels: Age vs. Tenure

—— B il —Emnrninil | —— Fanises Uit 4

SIS CASE EAMPLE /
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For this professional services firm, having more seasoned employees in
customer facing roles was the single largest predictor of revenue growth
1-year growth in revenue
0% 5% 10% 15% 20%

T T T

Breadth of relationship
Delivering one additional service to customers

Stability of relationships

Increase in dedicated staff serving customers
Reduction in the turnover of seasoned people
Reduction in voluntary turnover

Key personal attributes
Increase average performance rating

Increase in the tenure of customer service
employees

Diversity
Increase in the percentage of non-whites

MERCER 25
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DISGUISED CASE EXAMPLE —

For this regional bank, the single largest driver of branch level performance
was average tenure of employees in customer facing roles

$25M from new
customers and
increased revenue

Revenue gain
($40M)

2 percentage points

of market share
$15M from

increased revenue

Increased tenure
(+1 year service)

26
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DISGUISED CASE EXAMPLE —

On the other hand, for this Distribution company, the productive value of
tenure is exceeded by employee costs after only 8 to 10 years of service, a
pattern driven largely by increased health claims for older workers

-]
Inflection point, where cost
exceeds productivity

k-] ki
o]
E o]
 §1
Tin
F
& 1]
i ]

1]
a k] i b Foi)

Yars of Bervice

27

MERCER

78 Adapting to an Aging Workforce | January 30 - 31, 2014 | Conference Proceedings



Key Conclusions

—————

What it all means

» There is quite pervasive evidence that measures of individual productivity and performance wane as
workers get older, though the value of firm-specific knowledge appears to offset at least some of these
productivity differentials

» Gauging the value of older workers strictly in terms of traditional individual measures of performance may be
very misleading
— Spillover effects are very significant, suggesting the real economic value of older workers manifests
itself at the group or organizational level

» A persistent imbalance may exist between external and internal labor market valuations of experience
— External labor markets may “price” general experience higher in terms of wages/salaries, but internal
labor markets may value homegrown experience more and deliver that value through other elements of
rewards
— This can result in situations where older workers get locked into employment with their current employer,
impeding career progress for younger employees, even as they might contribute higher value to other
employers and to the economy overall

» Strengthening “after markets” for older workers and actually enabling higher levels of mobility among the
oldest employees may be a way to better align social and private value

» For individual employers, there is no substitute for careful, disciplined measurement of the drivers of
workforce performance

— In the age of big data, the possibilities to quantify these relationships far outstrip what they were even a
few years ago

Adapting to an Aging Workforce | January 30 - 31, 2014 | Conference Proceedings 79



80

L |
About the presenter

Haig R. Nalbantian is a Senior Partner and at Co-founder/Co-leader of
Mercer’s Workforce Sciences Institute. A labor/organizational economist, he has
been instrumental in developing Mercer’s unique capability to measure the
economic impact of human capital practices. Those capabilities have been applied
in numerous project he has directed globally and across a board range of
industries in the U.S., Europe and the Middle East, including: pharmaceuticals,
high technology, manufacturing, financial services, media and information services,
energy, telecommunications and professional services.

Haig came to Mercer from National Economic Research Associates, Inc.; before
that he was on the faculty of economics at New York University and was a
research scientist at its C.V. Starr Center for Applied Economics. He is an
internationally recognized expert in incentives, human capital measurement and

management and their links to workforce productivity and organizational Haig R. Nalbantian
performance. 1166 Avenue of the Americas
Nalbantian is widely published in major economic, business and human resources

journals. He co-authored the prize-winning book on human capital measurement New York, NY 10036

and management “Play to Your Strengths” (McGraw Hill, 2004). He is also editor +1 212-345-5317

of and chief contributor to the book “Incentives, Cooperation and Risk Sharing” and

is a frequent speaker before industry groups, professional associations and

academic audiences. His article (with Rick Guzzo), “Making Mobility Matter,”

published in the March 2009 issue of the Harvard Business Review, won haig.nalbantian@mercer.com
the Academy of Management's 2010 Award for “Outstanding Practitioner-Oriented

Publication”. Most recently, he co-authored a study sponsored by the World

Economic Forum and Mercer, entitled, Talent Mobility Good Practices:

Collaboration at the Heart of Economic Growth (2012).

Haig earned his BA in English and Economics at New York University and his
graduate degrees in economics from Columbia University. He is a member of the
American Economic Association.
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™ MERCER

Getting Employees Ready in a DC Wealth and
Health World - The Employer’s Role

31 JANUARY 2014

H Il B B B RO

——a—

Agenda

» Behavorial engineering
— Foundation & Framework

« Effective campaign design

» Group discussion
— The Mercer Stanford research agenda

MERCER February 14, 2014 1
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“Life expectancy is ballooning just as science and
technology are on the cusp of solving many of the
practical problems of aging. What if we could not only
have added years but spend them being physically fit,
mentally sharp, functionally independent, and financially
secure? At that point, we no longer have a story about old
age. We have a story about long life.”

Dr. Laura Carstensen, Founding Director, Stanford Center
on Longevity (SCL)

Great Goals, But There Are Challenges ...

Retirement Confidence At Record
Low, Study Says
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More Specifically ...

Three challenges in a DC world

1. Inadequate contributions — need 10% to 20% of pay contributed
consistently for 30+ years

Leakage due to loans, early withdrawals
3. Employees on their own to convert savings into reliable income

MERCER February 14, 2014 4
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S Life expectancy declines among least-
Puiurss educated whites
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U.S. HEALTH IN INTERNATIONAL PERSPECTIVE:
SHORTER LIVES, POORER HEALTH

MERCER February 14, 2014 5
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Here’s One of the Problems ...

* Marshmallows.....

MERCER February 14, 2014

Here’s the Other Problem

"For many people, being asked to solve their own retirement savings
problems is like being asked to build their own cars."

* Richard Thaler, University of Chicago

MERCER February 14, 2014
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Three Population Segments

* Do it for me
* Helpmedoit

* Il do it myself.

Two Possible Responses to
Wealth and Health Challenges
1. Mandatory programs/participation condition of employment

. DC pensions
. Only offer managed care

2. Use behavioral finance to move beyond awareness and education

- Enlightened paternalism
- Desired behaviors are incented but not required
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Current State of Research On Behavioral Finance

framing effects affect heuristic
disposition effect

. i serial position effect
representativeness heuristic

prospect theory

consumerism and credit card effect hyperbolic discounting

overconfidence money illusion loss aversion
planning fallacy base rate neglect . .
o illusion of control
Unrealistic optimism
choice overload nudges inertia, status quo bias, and the default heuristic
SOC|aI normS mere-measurement effect
i i . accountin
illusory correlations anchoring effects g
confirmation bias endorsement effect

sunk cost fallacy

Availability heuristic

MERCER February 14, 2014 10

Moving Beyond Education and Awareness
Positive Behavioral Engineering

Refine the “awareness to action” model

Arousal/ Ability/
Awareness Analyze Aol

Adjust jus

MERCER February 14, 2014 11
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“The essential difference between emotion and reason is that emotion leads
to action while reason leads to conclusions.”

— DONALD CAINE, NEUROLOGIST

MERCER February 14, 2014 12

Positive Behavioral Engineering

Refine the “awareness to action” model

Arousal/ Ability/
Awareness Analyze Adopt

stories remove barriers triggers

affirmations milestones trust
- , : nudges

envision future self framing g storle?

. . . iscounting
dispel misperceptions (oss A defaults

roject future states ;
HELEE IS anchoring status quo bia
endorsements

project future states
trust endorsements endorsement

MERCER February 14, 2014 13
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Behavioral Finance is the Next
Frontier in Plan Design

* The default is powerful and never neutral

* Design to the population segments

+ Individual differences matter, but a few distinct choices are best
* Deploy both emotional and rational messaging

» Powerful factors are social norms, loss aversion, framing, endorsement
effect

* Remove barriers and make it easy to implement
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™ MERCER

GLOBALIZATION OF THE WORK AND WORKFORCE

JANUARY 31, 2014

“ Il EH & N R P

Human Capital Index
51 measures, 4 pillars, 122 countries ranked

Survival Particioati
Well-being Ml Wo;lﬂ‘grce et

Health Wellness Traini
Access to Services Employment AL

Access Infrastructure

Quality i Enabling Collaboration
Attainment FNEEEs SNIehInENY Legal Framework
Social Mobility

MERCER 2
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Top 20 Countries

Country 2013 rank
Switzerland 1
Finland 2
Singapore 3
Netherlands 4

; Sweden 5

Canada’s world class Gemmany 6
education system was ranked
#2 in the world Norway !
United Kingdom 8
S ; Denmark 9

Canada 10
Belgium 1
New Zealand 12
Austria 13
Iceland 14
Japan 15
United States 16
Luxembourg 17
Qatar 18
Australia 19
Ireland 20

MERCER

Less favorable scores on
health (ranked #46) pulled
down the US overall score

Age comparisons by country

Median Age % Over 60

G-7s
Japan
Germany

USA
BRIC

Russia
China
Brazil

India
MINT

Turkey
Indonesia
Mexico
Nigeria

MERCER

45
44
37

38
35
29
35

28
27
26
18

31%
26%
19%

18%
12%
10%
8%

1%
9%
8%
5%
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Germany (6)
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China (43)

100+

95-99 ‘

90-94 |

85-89 .

80-84 [ | ]
I

0-4

Russia (51)

100+ \

95-99 |

90-94 |

85-89 ||

50-54 7

|
|

0-4
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Mexico (58)
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Indonesia (53)
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Nigeria (114)
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“Company A”
Brazil compared to A's employees in Brazil

Brazil’s rankings on the N .
2013 Human Capital % of Total Population by Age Band, Brazil

Index Median age: 29 years old
% Female, overall: 51% | % Female employed, ages 15-64: 64%
AMen  %Women
Employed  Employed

e ] Male

I Female

wu [ Male,

% Employed

EDUCATION 084

|
|
1
[ |
[ |
88 n [ |
/122 countries 707 -
]

HEALTH & WELLNESS 66% 3%

49 /122 countries. 51

88% 65%
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% of Co. A’s Salaried Workforce by Age Band, Brazil
Median age: 33 years old
% Female, overall: 67%

B male 509

B Female 0%
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Factors that influence fiscal well-being in retirement

Individual Attributes
Financial literacy
Financial goal clarity
Physical health

Pre-retirement Job-related Factors
Disrupted career path
Unemployment before retirement

Family-related Factors
More dependents
Cost related to dependent care

Retirement Transition-related Factors
Financial planning
Retiring to receive financial incentives

Post-retirement Activities
Bridge employment

Wang, M. & Hesketh, B. (2012). Achieving Well-being in Retirement: Recommendations from 20 Years’

VERCER Research. Society for Industrial and Organizational Psychology, Inc. (2012

)- 14
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Factors that influence physical well-being in retirement

Individual Attributes
Pre-retirement health status
Healthy behaviors and habits
Financial status

Pre-retirement Job-related Factors
Job-related physical demands

Retirement Transition-related Factors
Health insurance coverage in retirement

Post-retirement
Bridge employment

Wang, M. & Hesketh, B. (2012). Achieving Well-being in Retirement: Recommendations from 20 Years’
Research. Society for Industrial and Organizational Psychology, Inc. (2012).

MERCER 15
Factors that influence psychological well-being in retirement

Individual Attributes Retirement Transition-related Factors

Financial status Voluntariness of the retirement

Physical health ] Retirement planning

Physical health decline Retiring to do other things

Retiring to receive financial incentives

Pre-retirement Job-related Factors Retiring earlier than expected

Work stress Retiring for health care reasons

Job demands

Job challenges Post-retirement Activities

Job dissatisfaction Bridge employment

Unemployment before retirement Volunteer work

Stronger work role identity Leisure activities

Anxiety associated with social activities

Family-related Factors

Marital status (Married vs. Single/widowed)

Marital quality

Spouse working status (Working vs. Not)

More dependents

Losing a partner during transition

Wang, M. & Hesketh, B. (2012). Achieving Well-being in Retirement: Recommendations from 20 Years’

MERCER Research. Society for Industrial and Organizational Psychology, Inc. (2012). 16
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@ STANFORD
CENTER ON
~

LONGEVITY

The Stanford Center on Longevity

The mission of the Stanford Center on Longevity is to redesign long life. The Center studies the nature
and development of the human life span, looking for innovative ways to use science and technology to
solve the problems of people over 50 in order to improve the well-being of people of all ages.

Working as a catalyst for change, the Center identifies challenges associated with increased life
expectancy, supports scientific and technological research concerning those challenges, and coordinates
efforts among researchers, policy makers, entrepreneurs, and the media to find effective solutions.

The Center was founded in 2006 by two of the world’s leading authorities on longevity and aging. Laura
Carstensen PhD, professor of psychology, is the founding director, and Thomas Rando MD, PhD, professor
of neurology and neurological sciences, is deputy director. The Center received its initial funding from
Richard Rainwater.

The Financial Security Division, directed by senior research scholar Martha Deevy, brings a unique
interdisciplinary perspective to financial security issues facing our society by rethinking the perceived
problems around an aging population, especially retirement planning and the need to work longer. By
understanding the role that research, education, and policy can play in solving these issues and looking
at the problems from multiple perspectives, the division drives the dialogue forward in order to facilitate
a healthier state of long-term financial security for the individual and society.

Stanford Center on Longevity
579 Serra Mall
Stanford, CA 94305-6053
(650) 736-8643

http://longevity.stanford.edu
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