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Executive

summary

Historically low birth rates and increasing life expectancy
mean that Europe’s working population is ageing fast. In 2012
the continent reached an inevitable demographic tipping
point. The percentage of the population at working age fell for
the first time in 40 years. Itis now forecast to fall every year
until 2060.

This inescapable trend will have profound implications for
governments, citizens and companies across Europe. The fact
that Europe has seen its demographic dividend expirein a time
of economic frailty will only compound the challenge.

Retirement as we think of it today could soon become a thing

of the past. State pension and health provision will come under
intense stress. Companies will have to undergo a step change
in their attitudes to older employees and, more broadly, to
working practices.

To explore some of the issues that senior executives will have
to address as they seek to adapt their organisations to this
new world, The Economist Intelligence Unit, on behalf of
Towers Watson, surveyed 480 senior executives at companies
across Europe. Almost three-quarters (71%) of them expect
the proportion of their employees aged over 60 to increase by
2020, including 22% who expect it to increase significantly.

Key findings include:

Most companies know they have to change, but not all.

By 2020 senior executives believe that managing an ageing
workforce will have moved up the human resources agenda,
from just the number seven issue today, to a top three concern.
Demonstrating that, almost half (46%) say that they will
implement changes to ensure that the skills of older employees
remain up to date. Significant minorities will also adapt their

structures to ensure that older workers who reduce work hours
or responsibilities retain their status within the company

and continue to feel valued (32%) and look at how to address
intergenerational differences in their workforces (28%).

Adapting work so it suits older workers is good for all
employees. As a result of the ageing workforce, almost half
(43%) expect greater employee demand for benefits and over
one-third (35%) expectincreased flexible working. Although
ageing may be the prompt, the changes employers are
implementing will benefit all employees. Over half (56%) will
offer more flexible working hours or working from home, half
will change the employee benefits they offer and 48% will give
employees more choice over their benefits.

Employee priorities are shifting from money to lifestyle.
Although managers think the top concern for employees now
isjob security (64%), by 2020—when the economic climate
and job market are expected to have improved—work-life
balance and employment flexibility are expected to be more
important priorities. Nearly half (43%) of employers also
expect employee demand for healthcare and retirement
provision to grow, with the majority (55%) believing that the
cost of providing healthcare benefits to an ageing population
willincreasingly fall on the employer.

Managing talent will be a significant driver of change in
2020. As Europe recovers from years of economic crisis,
companies will begin to shift their focus away from cost
control, with new priorities such as people management (cited
by 42%) emerging in the years to 2020. Almost half (46%) of
survey respondents say that the ability to manage talent will
be one of the top drivers of change in their business in 2020—
second only to new technologies and globalisation. [ |
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About this

report

In October and November 2013 The Economist Intelligence
Unit, on behalf of Towers Watson, surveyed 480 companies
across Europe.

The respondents were very senior, with 199 at C-level, 156
senior executives and 125 at manager level. The majority
(88%) of the companies surveyed have over 2,000 employees
globally.

In addition, in-depth interviews were conducted with seven
experts and senior executives. Our thanks are due to the
following for their time and insight (listed alphabetically):

® Dr Claudia Picker, head of compensation and benefits
Germany, Bayer

® Hans Dijkman, manager forinternational labour relations,
Royal Philips Electronics

® Ken Jones, chief executive, Astellas Pharma Europe

® Ralf Urlinger, vice-president for corporate health
management, BMW

® Dr Maria Karanika-Murray, School of Social Sciences,
Nottingham Trent University

® JuhaniIlmarinen, Juhani Ilmarinen Consulting
® David Fairhurst, chief people officer, McDonald’s Europe

The report was written by Neil Baker and edited by Monica
Woodley.

© The Economist Intelligence Unit Limited 2014
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The tide has turned

Europe’s working-age population is rapidly
becoming older and smaller. The implications
for the continent’s economies and its business
leaders are profound.

For the past 40 years Europe has enjoyed a
demographic dividend. The post-second world
war baby boom has meant that since the early
1970s the proportion of Europe’s population

at working age—defined as 20 to 64—has
increased each year. But the rate of increase has
gradually slowed and in 2012 Europe reached an
inevitable demographic tipping point. That year,
the working-age population peaked at 304m.
Itis now starting to decline—a trend that the
European Commission predicts will continue for
40 years.!

The retirement of the baby boomers isjust one
salient demographic trend. The birth rate has
fallen since the 1960s while life expectancy has
increased by eight years. The EU says that it is
likely to rise by another five years over the next
40 years.

Today, Europe has 1.6 people for every person of
working age. By 2060 it will have two. The change
in the ratio of employed people to dependent
people over 65 is even more notable. In the EU27
itincreased from 21%in 1992 to 27%in 2012.

By 2060 it will have doubled to 52%, unless state
retirement ages are increased.

The economic and business implications of these
demographic trends are huge. After a period

of recession and austerity, Europe is currently
fumbling its way back towards growth. But even
when assuming justa modest recovery of 1%

© The Economist Intelligence Unit Limited 2014

annual real GDP growth, the stronger European
economies like Germany, Austria, the Netherlands
and Finland will experience serious labour supply
constraints by the end of the current decade.
Shortages of skilled and educated workers will be
apparent much sooner.?

Welfare systems and public finances across Europe
will come underintense pressure. EU member
states spend on average one-quarter of their GDP
on social protection, most of it for the benefit

of older people. With a demographic problem to
solve, governments across Europe are raising the
state retirement age and telling their populations
that they will have to work longerin future if they
want a decent standard of living in old age.

Retirement, as it has been experienced by
post-war generations, could soon be a thing

of the past. Many workers would welcome such

a change. Currently, the average age at which
people exit the labour market is 61.5 years. But
one-third of Europeans say that they would like to
keep working after they reach their pension age.
Two-thirds say that part-time work combined with
a partial pension would be more appealing than
full retirement.’

To sustain even modest growth in economic
prosperity, Europe will need more innovative and
productive companies and what the EU calls a
“quantum leap”in older workers’ labour-market
participation. Indeed, as the pool of workers
available to them becomes smaller and older,
companies will have few alternatives other

than to find better ways of retaining their older
employees and of getting the most benefit from
their skills, knowledge and experience. [ |
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Thrivingin a grey world

With Europe’s workforce ageing rapidly, it

is no surprise that three-quarters (71%) of
respondents surveyed say that they expected
the proportion of their employees aged over
60 to increase by 2020. That includes 22%
who expect it to increase significantly. The
consequences for businesses are potentially
enormous.

Philips employs 15,000 people in the Benelux
countries. Their average age has increased
from 41 to 44.3 over the past ten years. In
2007, 26% of its staff were over 50. Now that
figure has increased to 32%. At the same time,
the proportion of its workforce under 30 has
fallen from 8.8%t0 6.2%. “I only see these
trends accelerating, we will get older atan
increasing pace,” says Hans Dijkman, manager
forinternational labour relations at Royal Philips
Electronics.

The trend is the same at the carmaker BMW. It
employs 79,000 people in Germany and their
average ageis 42.7. By 2020 that will increase to
about 46, says Ralf Urlinger, the vice-president
for corporate health management. Over the
same period, the proportion of employees over
50 will grow from 25% to about 35%. “Wider
demographic changes in Germany also mean
that the number of skilled workers available will
decrease,” Mr Urlinger says. “We can see that
already in certain specialist areas. We don't have
that problem yet as we are an attractive employer,
but we see it coming.”

Many of the companies surveyed expect workforce
ageing to create significant management

challenges. Over one-third (35%) say that it will
become harder to promote younger workers who
are ready to move on. Almost one-quarter (23%)
fearanincreasein age discrimination claims.

Ageing will also increase employment costs,
many fear. Some 40% say that by 2020 their
current benefits package is unlikely to be fit for

Which of the following do you think is
most likely to happen as a result of an
ageing workforce? Select up to two

(% of all respondents)

Greater employee demand
for benefits (healthcare,
retirement and other benefits)

Higher costs of benefits

Increased flexible working

(to provide care for older
dependents, phased retirement,
etc)

Progression of younger workers
becomes more difficult

Greater risk of age
discrimination claims

Source: The Economist Intelligence Unit.
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purpose, with 59% expecting the cost of benefits
as a percentage of salary to increase. Within

the changing mix of benefits, nearly half (43%)
expect employee demand for healthcare and
retirement provision to grow, with the majority
(55%) believing that the cost of providing
healthcare benefits to an ageing population will
increasingly fall on the employer.

A problem to manage?

On the plus side, thereis real value in retaining
the rich skills and experience of older workers,
but few businesses have yet caught on to the
real potential of this segment of the population,
believes Professor Tom Kirkwood, the dean for
ageing at Newcastle University.

“Older workers have huge mental capital which
all too often gets wasted,” he said at a recent

AGEING MYTHS

ATTITUDE CHANGE NEEDED?

Are older workers
less productive?

?e&

NO |

Are they easier to manage
than younger workers?

<6

NO *
VIEW

Do older workers have greater
skills than younger workers do?

YES

Do they take more time off
for health reasons than
younger workers?

‘?Qo YES
° @
. NOVIEW

NO
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event. “Those businesses that get this right will
be the ones most likely to create the growth that
will benefit everyone, whether old already or just
seeking to enter the workforce.”

Many of the executives surveyed seem to
understand this message—but not everyone.
Nearly one-fifth (22%) believe that older workers
are less productive and one-quarter (26%)

feel older workers are harder to manage than
younger workers. [See sidebar: Ageing myths?]
Mr Dijkman at Philips acknowledges the need for
change. “We need to maintain an open mind and
aninnovative culture, and we need to create a
more positive attitude within the organisation
towards older employees,” he says.

Are they less motivated
than younger workers?

22

—
(-}

NO

Numbers can exceed 100%
because of rounding
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The need to develop an effective response to
workforce ageing will become an increasingly
importantissue for companies in Europe. As
the continent emerges from recession and
austerity, talent management will rapidly
climb up the corporate agenda.

Age concern

The Intelligence
Economist Unit

Through Europe’s recent recession, many
companies have worried more about how to shed
employees than how to recruit or retain them.
But as the economic prospects brighten, their
focus on managing costs will diminish: 57% say
that cost controlis one of the two most important

What are the main people (HR) issues you face as an employer? Select up to three
(% of all respondents)

Currently By 2020

e LR
Cost control

e
and benefits)

e
REAQIIEION -+ errveeeeerereeesrrenees
RECTLUEMENE < e erseeereserererrreereees

L ShOTEages -
AGEIg WOTKIOTEE e
Downsizing/offshoring .....................................

Requlation (s6366/EL) e

(Hhe:;’f:lhy vsvgl;l;f:;% elpeing)

DiVersity OF WOTKFORCE «-vvvvevrnverresssssrssrsressessesssnens

Source: The Economist Intelligence Unit.
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concerns for their business today; by 2020 only
23%thinkitwill rank as highly.

Inits place, the big emerging issue is talent
management. Given a range of business issues

to choose from, most C-suite executives rank it
as only their sixth biggest concern. But by 2020
C-suite executives think it will be their number
oneissue—ranked higher than the need to
innovate and to grow. Indeed, they believe talent
management will be one of the top three drivers
of changein their business—second only to
technological change and globalisation.

Within the broader talent challenge, executives
say that workforce ageing will become a specific
area of concern; almost twice as many executives

IS 75 THE NEW 652

expectitto beanissuein 2020 as sayitisan
issue today. But this doubling is from a low

base. Onein seven executives sees the ageing
workforce as a challenge today; onein four thinks
itwill be a challenge in 2020. And despite the
European Commission’s forecast that the pool of
skilled workers will diminish, only one-quarter

of executives think skills shortages willbe a
problem for them in 2020—a smallincrease on
today.

How to explain that disparity? It may be that
executives feel confidentin their ability to
manage talent better, and so do not expect to
face a skills shortage. Baroness Sally Greengross,
the chief executive of the International Longevity
Centre—UK, a think-tank on longevity and

What do you believe to be the issues your employees see as most important?
Select up to three
(% of all respondents)

Employment flexibility
(job sharing, portfolio
careers, part-time working,
phased retirement)

New technology/
pace of change

Caring for dependents
(children and elderly)

Source: The Economist Intelligence Unit.

Today

S
Wotfelance -
Financia[security ...............................

Skill devel_opment ........................................
Stress and Weubeing ....................................
Sav-ing for retirement «ccecerereereriiiiiiiiii
Healthcare provis-ion ....................................

By 2020
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demographic change, believes a wake-up callis
needed. “There s significant denial around the
implications and consequences of our rapidly
ageing population,” she said in a recent debate.
“If we don’t change our employment practice,
industry will face a skills gap: thisisinevitable.”

A flexible future

For now, job security s still the number one
employee concern by a wide margin—80% of
respondents from Italy say that this is a worry for
their employees. But executives expect this to
roughly halve by 2020. As the effects of an ageing
and shrinking workforce make themselves felt,
they expect employees to look more closely at the
quality of their working lives. One-third expect
more of their employees to want job sharing,
part-time working, portfolio careers and the
opportunity for phased retirement.

The common denominator here is that employers
think employees want greater flexibility. The
majority of companies seem to accept this. A
majority of respondents in our survey plan to
offer more flexible working hours or working from
home (56%). They are also changing the benefits
they offer (50%) and giving employees more
choice over their benefits (48%).

These changes reflect the shifting needs of
allworkers, butin terms of addressing the
challenges of an ageing workforce, by 2020,
almost half (46%) of survey respondents say
that they willimplement changes to ensure
that the skills of older employees remain up

to date. Significant minorities will also adapt
their structures to ensure that older workers
who reduce work hours or responsibilities retain
their status within the company and continue
to feel valued (32%) and look at how to address
intergenerational differences in their workforces
(28%).

Ken Jones is the chief executive of the European
business of Astellas, a Japanese pharmaceutical
company. “Population ageing in Europeis
something we have become more aware of

The Intelligence
Economist Unit

Chart 4

What, if anything, does your business
plan to do by 2020 in order to adapt to
the changing needs of your workforce?
Select all that apply

(% of all respondents)

Offering more flexible working
hours or working from home

Changing the employee
benefits we offer

Giving employees more choice
over their benefits

48%

Ensuring that the skills of older
employees remain up to date

46%

Adapting our structure to ensure
that older workers who reduce work
hours or responsibilities retain
their status within the company
and continue to feel valued

Looking at how to address
inter-generational differences
in our workforce

Making physical changes
to the workplace

Source: The Economist Intelligence Unit.

relatively recently. Butin Japan, where Astellas’s
global HQ s based, an ageing population has
been a reality for some years now,” he says.

“In some ways, this experience puts Astellas
asawhole ahead of the curve, and we have
already putin place practices and plans to
counterbalance the challenges.”

Astellas employees aged 55 and older are no
longer obliged to participate in shift working. It
offers flexible working patterns for employees
over 60in some countries. Former general
managersin the UKand Italy are encouraged

© The Economist Intelligence Unit Limited 2014



EMPLOYEE BENEFITS

CHANGING DEMANDS, GROWING COSTS

43%

50%

48%

43%

55%

expectincreased employee
demand for benefits as a result
of an ageing workforce

plan to change the employee

benefits they offer in order to
adapt to the changing needs

of their workforce

plan to offer employees more
choice over their benefits in
order to adapt to the changing
needs of their workforce

expect higher costs of benefits as
a result of an ageing workforce

agree that healthcare costs will
increasingly fall on employers

IS 75 THE NEW 652

to take senior adviser roles when they reach
retirement age. “Over the last five years our
European workforce has aged, and over time it is
likely to age further, but we don’t expect this to
presentany real challenges to the success of our
business or our goals,” Mr Jones says.

But what of the companies that do not plan to
adapt? As the effects of an ageing and shrinking
workforce make themselves felt, is it enough for
companies simply to rely on the employment and
talent management practices they have used in
the past? Baroness Greengross thinks companies
need to do much more to adapt to ageing. “We
need to change our attitudes and to stop defining
age by the number of birthday candles we have
ona cake,” she said. |
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You are as old as you feel

As the European workforce ages, companies
must rethink their talent management
strategies. Age measured in chronological
years could soon become irrelevant.

Philips has a number of human resources projects
aimed at helping its employees to keep learning
and developing themselves, but Mr Dijkman

says that he wants to do more. “We have people
who are more experienced and a bit older who
might be looking for new opportunities inside
the company. But we have a feeling that we don't
make optimal use of their competence,” he says.
“Thisis a challenge for us, and itis something we
are working on actively.”

He sees the company adopting what he calls a
more “inclusive” talent management strategy.
“We are stepping away from thinking about
peoplein pools—Llike a high-potential pool—and

taking the view that everybody has talent. The
question then becomes, how can we get the best
out of people, given their specific talents—no
matter their age?”

Mr Dijkman is an admirer of a project called
Silver Pool, implemented by Achmea, the largest
insurance providerin the Netherlands. Faced with
making a significant number of staff redundant,
Achmea offered temporary, flexible contracts

to those over 57.5 years who had knowledge

and experience it might otherwise lose. When
employed under these contracts, staff received
100% of their salary. But when there was no
work, they still received 75% of their pay. And
whenever Achmea had a temporary, third-party
or contractor position to fill, Silver Pool members
had priority. The company retains the knowledge
and expertise of older staff, and cutsits costs.

Case study: simple changes make a difference

BMW is one company that has been experimenting with
talent management practices. It worked with employees,
managers and ergonomists to design and build a pilot
assembly line that was more suited to older staff. The project
showed that simple changes to the work environment—Llike
wooden flooring, which is easier on the workers’ joints such
as knees and hips, or monitors with bigger fonts—resulted in
significant improvements for employees.

“The project’s mostimportant finding was that it was
possible to implement all of these improvements in the
working environment without compromising productivity
and quality,” Mr Urlinger says. “With improved ergonomics,
the assembly line with on average older employees held its
own against comparable lines in terms of both economic
performance and quality.”

BMW s applying what it learnt to other major plantsin
Germany and Austria. Around 10,000 of its employees now
work in environments that are being modified so that they
are “ageing-appropriate”.

The company has also invested in what it calls “health-
oriented leadership”. Every manager now receives training

in how to look after their own health and how to lead teams
in a way thatis good for employees” health and wellbeing.
“There has been a noticeable change in our culture as a result
of better awareness of health issues and prevention,” Mr
Urlinger says. “It’s difficult to quantify the benefitsin a few
years because most of the results will be in the long term. But
what we see and hear is that itimpacts the motivation of the
workforce and their dedication.” m

© The Economist Intelligence Unit Limited 2014
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Changing the work, not the people

“The crucialissue is that we have to adapt
work—if older people have to do their work in the
same way as other people, without using their
strengths and experiences, then their work ethic
will decline,” says Juhani Ilmarinen, a Finnish
academicand a global expert on the need for
companies to adapt to workforce ageing. “You
have to find the best possible fit between work
and people.”

Mr Ilmarinen developed the Work Ability Index, a
questionnaire that companies around the world
use to assess whether employees feel they are
suited to their jobs. In a typical company, about
60% of employees—regardless of age—will give
answers that show they have an excellent or good
fit with their job; 30% will score moderate; 10%
willscore poor or critical. But focus just on people
over 55, and far more of them score moderate or
poor. Analyse the reasons for that dissatisfaction,
and 60% will be a result of poor management, Mr
Ilmarinen says.

“We need to see a new culture in companies,

one where you don't consider an employee’s
chronological age atall,” he believes. “You
should only beinterested in the strengths of
your people. You shouldn’t even look at their
chronological age because it’s very misleading, it
doesn’t tell you anything.”

Dr Maria Karanika-Murray, a work psychologist

in Nottingham Trent University’s School of Social
Sciences, is part of a new EU-funded project

to develop new management approaches that
companies can use to keep older workers engaged
so that they delay theirintention to retire and
retain organisational performance.

© The Economist Intelligence Unit Limited 2014
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These are likely to include better job design,
more team-working, greater opportunities for
leadership and management development, and
enhanced communication and participationin
organisational projects. “We need to keep older
workers fully engaged and keep their skills and
knowledge for longer. Some companies are
already doing this, but many are unsure of their
options. The key to engaging and retaining
older workers is to adjust work to their needs,”
she says.

David Fairhurst, the chief people officer at
McDonald’s Europe, believes the kind of flexibility
that older workers want can benefit staff of all
ages. “There are significant similarities between
the fundamental employment needs of young
people, and those of older workers,” he says. “Our
younger employees value the flexibility we give
them to arrange their shifts to suit their college
and university studies, family commitments—and
their hectic social lives. Our older workers value
exactly the same flexibility to spend time with
grandchildren and to ease back on their work
commitments as they approach retirement.”

“Talent management will only be a concern if
you try to apply what you do today to the older
workforce of the future,” Mr Fairhurst says. “But
if you step back, look objectively at the future
shape of the workforce, and begin to adapt your
talent management processes in a way which
reflects these longer-term trends, I think it’s
possible to create a framework that will enable
you to proactively rise to the challenges—and
seize the opportunities—the changing workforce
will create.”
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Rethinking retirement

The combination of an ageing workforce, the
end of the demographic dividend, increased
life expectancy and stressed public finances
means that the traditional idea of retirement
is rapidly becoming untenable. Employees will
have to work longer and their employers will
need them to work longer. A new model for
retirement is needed.

As companies adjust their talent management
strategies to this new world, many see phased
retirement as an important option. “To maintain
economic growth with a shrinking, ageing
workforce, we need to begin to embrace a
parabolic career trajectory,” Mr Fairhurst says.
“You progress as far as you can, but at the end
you take pleasure—and pride—in easing out
rather than bailing out.”

Older employees should be able to move from
full-time to part-time roles, where they can help
the next generation to blend new ideas with their
wisdom and experience, he says. “As long as we
hang on to this increasingly outdated idea of the
linear career trajectory, anyone ‘easing out” at
the end of their career—out of either choice or
necessity—will risk being seen as some kind of
failure.”

Almost half (47%) of executives surveyed are
concerned that the reputation of their business
could be harmed if it had employees reaching old
age who could not afford to retire. “The sooner
we can accept an alternative career route, the
sooner we'll get past thatissue,” Mr Fairhurst
says.

Mr Dijkman says that an employer has an
obligation to give employees the means to keep
up with the required level of competence, so

they can stay active and contribute and be worth
their pay, he says. “As people get older, if their
competence starts to become less applicable, orif
they find it harder to adapt, it might be necessary
to find other ways of employing them, moving
the horizontally or down the organisation, which
might previously have represented a demotion,”
he says. “That could be a risk. The issue is how
you deal with the risk. You have to turnitinto an
opportunity. You need a proactive mindset on

the side of the company. The time to start taking
action is now, because the world will change. You
cannot wait untilitis in your face.”

What challenges are employers facing in making changes to their
retirement benefits? Select up to three
(% of all respondents)

Growing costs
(defined benefit plans) 43%

Cost of implementing
changes

Excessive regulation

Managing the risk posed
to the business
(defined benefit plans)

Lack of tools to measure
ROI to justify the costs

Lack of tax incentives

Low levels of financial
literacy/understanding
amongst employers

Low levels of appreciation
for retirement benefits
among employees

Lack of bottom line benefit
makes change hard to justify

Staff do not have time

or resources to manage

retirement plans

Low levels of trust

amongst employees

for financial products

Staff haven’t requested any
changes so employersdo 2%

not need to make any

Source: The Economist Intelligence Unit.
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Chart 6

What is the biggest challenge facing the system for retirement
savings in the country in which you are based?
(% of all respondents)

(ageing population) 26%
Government deficits/debt 18
(impact of austerity measures) ©
Insufficient savings being
made by individuals 14%
High costs for businesses PS
Sroing person

Unrealistic government
entitlements (State pension,

pension age)

Too many people not

working to or past the
state retirement age

Unrealistic expectations
of individuals

Employers underestimating
the future cost of promised
benefits

Regulatory and legislative
changes

Not relevant for my country,
our retirement system is
sustainable

3%

Source: The Economist Intelligence Unit.
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Rethinking retirement might also require a
rethink of pensions. And this is where the drive
for greater flexibility could hit the buffers.
Although most of the executives surveyed want
to offer employees a more adaptable mix of
benefits, 40% say that pension arrangements
are expensive to change and 33% say that they
are excessively regulated. Yet most executives
(43%) also believe an employer should help its
employees to have a comfortable standard of
living in retirement, with 41% saying that the
employer should be primarily responsible for
providing retirement provision. By contrast, only
one-third (32%) think that this is mainly the
responsibility of the individual and one-quarter
(27%) say that itis the job of the state.

Population ageingis already putting state-
provided pension provision under intense

stress, with countries across Europe raising the
retirement age for state pensions. Across most
of the continent, demographic changeis the
number one challenge to the national system

for retirement saving. The exceptions are Spain,
Italy and France, where government debt and
austerity are bigger challenges. Neither pressure
will abate soon. H
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Happy, healthy workers

are reluctant to change are likely to be forced
to anyway, as executives surveyed expect their
share of the social welfare burden to grow.

Companies will have to adapt their employment
practices and benefit schemes, particularly
those that require highly skilled and
experienced employees. Any businesses that

Do you agree or disagree with the following statements about health and wellbeing of your
workforce in the future (to 2020)?

(% of respondents)

The health and The state will play Healthcare costs will Healthcare benefits
wellbeing of our areduced rolein increasingly fall on will be increasingly
workforce will be an providing healthcare employers important to
increasingly important employees
issue for us as an
employer

15%

Strongly agree

12%

Strongly agree

43%

Somewhat agree

30%

Strongly agree

28%

Strongly agree

38%

Somewhat agree

43%

Somewhat agree

40%

Somewhat agree

25%

Neither agree nor
disagree

26%

Neither agree nor
disagree

24%

Neither agree nor
disagree

22%

Neither agree nor
disagree

16%

Somewhat disagree

16%

Somewhat disagree

B9 Somewhat disagree

5% Somewhat disagree
0 2% Strongly disagree

0 Strongly disagree

Source: The Economist Intelligence Unit.
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With regards to healthcare, executives believe
the employers’ responsibility for worker
wellbeing and their share of the social welfare
burden will only grow. Over half (53%) of the
executives surveyed expect the state to play

a reduced role in providing healthcare, with
health costs increasingly falling on employers.
Executivesin France, Italy and the Netherlands
are more likely than those elsewhere to feel
this way.

Even if state health provision were not under
pressure, the health and welfare of employees
would logically become a growing human
resources concern, as workforce ageing will
require companies to rely more on older workers
anyway. Over two-thirds (70%) of executives
feel thisis the case. Not surprisingly, a similar
proportion (71%) believe that their employees
willincreasingly value healthcare benefits.

One consequenceis that a majority expect the
overall cost of the benefits they provide to their
employees as a percentage of salary toincrease
(47%) or toincrease significantly (11%).

© The Economist Intelligence Unit Limited 2014
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As demographic and economic trends force
companies to rethink retirement and talent
management, many will also need to reconsider
the benefits they provide to employees. Only half
the C-suite executives surveyed feel that they
offer a fully comprehensive benefits package

to attract and retain employees; 37% say that
their company has built up its benefits package
over time, without an overarching strategy for
choosing them.

But does that rethink necessarily mean an
increasein cost? Mr Jones of Astellas thinks not.
“If older people maintain a healthy lifestyle there
is no reason why they can’t choose to continue
to work well beyond the pensionable age and
contribute in some way, at no extra burden to the
employer,” he says. “An ageing workforce means
we need to make changes or adjustments, but
these changes can be productively managed in
the context of a sensible conversation that does
more than focus purely on negative perceptions
and implications.”

|
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Appendix:

Survey results

Where are you located?
% respondents)

—~

United Kingdom

Germany

[y
n

Ttaly

Spain

=
=0
(]
=
(]
o
0
(1]
=
1%
=}
j=N
&

Switzerland

France

!

Belgium

Finland

Poland

Sweden

Austria
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Please state which of the following best describes your company?
(% respondents)

Publicly listed

Other privately owned (partnership, limited liability, etc)

Private Equity portfolio company

Family owned

Government/State owned enterprise

!

What are your organisation's global annual revenues?
(% respondents)

€500m to €1bn
€1bn to €5bn
€5bn to €10bn
More than €10bn

40
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(% respondents)

Cost control

‘
~

Expansion

‘
N

Innovation
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EN 15
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S B S
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(=]
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3
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=
=
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N
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N
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Risk control and management
14

What would you say will be the most important business priority for your organisation by 2020? Select up to two
(% respondents)

Innovation
49

Expansion

‘
N

Talent management (HR)

‘
N

Cost control

Risk control and management

Restructuring
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By 2020, what will be the main drivers of change for your business? Select up to two
% respondents)

—

Global competition

Technology

S
-]

Talent/people management

Ageing
14

Offshoring /outsourcing

=
(=]

Changing size and role of the state

=
o

o

ther (please specify)

!

What are the main people (HR) issues you face as an employer currently? Select up to three
% respondents)

—

Motivation and engagement

S
»

Cost control (compensation and benefits)

N
=y

0o
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Regulation (state/EU)
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w

Healthy workforce (health, stress and wellbeing)
2

!

Diversity of workforce

Other (please specify)
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What will be the main people (HR) issues you face as an employer by 2020? Select up to three
% respondents)

—

Talent management and progression

‘
~

Motivation and engagement

w
S

Cost control (compensation and benefits)

Ageing workforce

Retention

Skills shortages

n
ES

Recruitment

Healthy workforce (health, stress and wellbeing)
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What do you believe to be the issues your employees see as most important today? Select up to three
(% respondents)

Job security
Work-life balance
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What do you believe to be the issues your employees see as most important by 2020? Select up to three

—

% respondents)

Work-life balance

N
[,

Employment flexibility (job sharing, portfolio careers, part-time working, phased retirement)
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What, if anything, does your business plan to do by 2020 in order to adapt to the changing needs of your workforce?

Select all that apply
% respondents)

—

Offering more flexible working hours or working from home

Changing the employee benefits we offer
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Adapting our structure to ensure that older workers who reduce work hours or responsibilities retain their status within the company and continue to

feel valued

Looking at how to address inter-generational differences in our workforce

Making physical changes to the workplace

Other, please specify

How likely is it that the benefit programmes you have in place now will remain fit-for-purpose in 2020?

—

% respondents)

Very unlikely

Unlikely

Neither/neutral

Likely

N
~

Very likely

]

Don’t know
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By 2020, for the typical employee at your company, do you believe that the costs of benefits as a percentage of salary will:
% respondents)

—~

Increase significantly

Increase

‘

4
Stay the same

Decrease

Decrease significantly

Which of the following statements describes your company’s attitude to benefits offered to employees? Select all that apply
(% respondents)

We make sure we're offering what's normal for our industry, to keep up with competitors
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In the future, we are more likely to give employees a cash allowance and let them choose what benefits they like

Due to historic reasons /changes we have lost track of why we have the benefits we have
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We only offer the minimum benefits that are legally required, and otherwise just pay cash
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Other, please specify

Who should be primarily responsible for providing and/or funding the following benefits?
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(oresp ) M Individual M Employer [ State
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Do you agree or disagree with the following statements about health and wellbeing of your workforce in the future (to 2020)?
Rate on a scale of 1 to 5 where 11s strongly agree and 5 is strongly disagree
% respondents)

—

M 15tronglyagree [ 2 Somewhatagree [l 3 Neither agree nor disagree 4 Somewhat disagree 5 Strongly disagree

The health and wellbeing of our workforce will be an increasingly important issue for us as an employer
30 40 24

The state will play a reduced role in providing healthcare

Healthcare costs will increasingly fall on employers
12 43 26

Healthcare benefits will be increasingly important to employees
28 43 2

N

What is your company’s main objective in offering retirement benefits now?
% respondents)

—

Employee retention

Attracting talent
4

|

Wanting employees to have an adequate income in retirement
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Compliance
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Workforce planning (managing when employees retire)
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Other (please specify)

What will be your company’s main objective in offering retirement benefits by 2020?
% respondents)
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Employee retention
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What challenges are employers facing in making changes to their retirement benefits? Select up to three
(% respondents)
Growing costs (defined benefit plans)
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Lack of tools to measure ROI to justify the costs

Lack of tax incentives

[y
o

Low levels of financial literacy/understanding amongst employers
1

Low levels of appreciation for retirement benefits among employees
18

“

Lack of bottom line benefit makes change hard to justify

[y
~

Staff do not have time or resources to manage retirement plans

=
N

Low levels of trust amongst employees for financial products

[y
[y

Other, please specify

Staff haven’t requested any changes so employers do not need to make any

What is the biggest challenge facing the system for retirement savings in the country in which you are based?
(% respondents)

Demographic changes (ageing population)

Government deficits/debt (impact of austerity measures)

Insufficient savings being made by individuals

[
'y

High costs for businesses providing pensions.
10

Unrealistic government entitlements (State pension, pension age)

Too many people not working to or past the state retirement age

!

Unrealistic expectations of individuals

Employers underestimating the future cost of promised benefits
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Other, please specify
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Do you agree or disagree regarding the following statements about retirement provision in the future? Rate on a scale of 1 to 5
where 1is strongly agree and 5 is strongly disagree
% respondents)

—~

M 15tronglyagree [ 2 Somewhatagree [l 3 Neither agree nor disagree [ 4 Somewhat disagree 5 Strongly disagree

Itis not an employer’s role to help their employees to have a comfortable standard of living in retirement

Employers should bear the risk of providing for their retirement
4 30 30 24
As an employer, we are concerned about the reputational risk of workers reaching old age and not being able to retire
37 34 14
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How do you expect the number of employees aged 60+ to change by 2020?
% respondents)
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Increase
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Decrease

I

Decrease significantly

Do you agree or disagree with the following statements about older workers? Rate on a scale of 1 to 5 where 1 is strongly agree
and 5 is strongly disagree
% respondents)

—

M 15Stronglyagree [ 2 Somewhatagree [l 3 Neither agree nor disagree [ 4 Somewhat disagree 5 Strongly disagree
Older workers are less productive than younger workers are
3 19 32 30

Older workers have greater skills than younger workers do
10 35 34 17

Older workers are less motivated than younger workers are
3 20 35 29
Older workers are easier to manage than younger workers are
4 22 40 28

Older workers take more time off for health reasons than younger workers
5 29 37 21

Which of the following do you think is most likely to happen as a result of an ageing workforce? Select up to two
% respondents)

—

Greater employee demand for benefits (healthcare, retirement and other benefits)

N
w

Higher costs of benefits

N
w

Increased flexible working (to provide care for older dependents, phased retirement, etc)

w
[

Progression of younger workers becomes more difficult

w
[

Greater risk of age discrimination claims

n
w
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SVP/VP/Director

13
Head of business unit

Head of department

‘

4
Manager
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(% respondents)

Human resources

w
[

General management

Finance

I,_.
|

Operations and production

Information and research

I

Strategy and business development

I

Marketing and sales
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Legal
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Customer service

o

Procurement

o

Supply-chain management

o
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How many employees does your company have globally?
% respondents)

—

Less than 250

250-499

!

500-1,999

2000+

©
©

Financial Services: Other financial services

Food and Beverage

I

Government/Public sector

I

Health Care

Hospitality (Restaurant, Hotel/Lodging, Tourism and Leisure)

IT and High Tech

Manufacturing
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Natural Resources
1

0il & gas

Pharmaceuticals

Professional and Business Services
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Retail

Telecommunications

Transportation

I

Utilities
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While every effort has been taken to verify the accuracy
of thisinformation, neither The Economist Intelligence
Unit Ltd. nor the sponsor of this report can accept any
responsibility or liability for reliance by any person

on this article or any of the information, opinions or
conclusions set out in this white paper.
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