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This report is a call for action.

It is the third in the Missing Million report series produced in
partnership with the International Longevity Centre (ILC-UK),
and sets out practical recommendations for business and
government to address the pressing issue of age at work.

Last October, when we launched the first report, we
could not have predicted the scale of public debate on
age at work we have seen in recent months. It has been
encouraging to see the media coverage and the growing
business engagement around how to prevent people
from dropping out of work against their will before state
retirement age, and how to support longer working lives.

Through the research we have found that of the 3.3
million economically inactive people aged 50-64,
approximately 1 million people have been made
‘involuntarily workless’ — pushed out of their previous
job through a combination of redundancy, ill health

or early retirement. Our economy needs older people
to stay in work for longer and indeed, we have identified
a potential £88 billion boost to the UK GDP if more
older workers were able to do so.

We know it is tough to get another job if you(e k)-1f2g
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from Baroness Greengross, Chief Executive
of the International Longevity Centre-UK

The advances that our society has withessed in recent
decades related to longevity and healthy ageing represent
an unprecedented opportunity for people to make substantial

contributions well into later life.

Older people today provide so much to society in

a variety of ways, and the knowledge and skills they
possess offer massive potential for the world of work.
Yet alongside these opportunities, challenges do still
remain with respect to the extension of working lives
in a fulfilling way.

As the Chief Executive of the International Longevity
Centre — UK (ILC-UK), an independent non-partisan
think tank dedicated to exploring demographic
change and preparing society for the ageing of our
population, | am excited to see this third and final
report in our recent series, The Missing Million, which
has further set out the issues around work in later

life and the challenges that older people face with
respect to employment. This report highlights the
findings from the first two instalments in the series
and expands into the discussion around why older
workers are important for businesses and how they
can capitalise on real benefits by acknowledging the
ageing workforce and incorporating age management
into the way they operate.

| want to commend the work that our researchers at
ILC-UK have done to provide the detailed picture of

the situation older people face with respect to work

in later life. As featured in this report and the others as
part of The Missing Million series, substantial numbers
of older people face exclusion from the workforce as
they approach State Pension Age. Many out of work
would like to find appropriate employment, but significant
barriers stand in their way. Changing this situation is
vital for the future health of the UK economy, as forecast
changes to the age structure of the population mean
that older people will become an increasingly crucial
part of our workforce.
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The research that has gone into The Missing Million
reports underscores the importance of action in
changing the way that older people are able to identify
opportunities in the labour market and make successful
contributions within the field of work. Within this context,
Business in the Community has contributed to this
report through the development of recommendations
that government and businesses can consider as they
continue to craft solutions to the challenges around

an ageing workforce. These ideas add to on-going
debates and discussions around what can be done,
but the message is clear that the time for action is

now. Our society can ill-afford delay on this front if

we seek to build a strong, competitive economy that
provides support and opportunities for all its members.
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This report is the third and nal instalment in a series looking at the
labour market challenges facing people aged 50 and over in the UK.
This policy series has examined various sources of evidence on how
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The analysis included in this report draws extensively
on the work done as part of our first two reports in
this series, as well as other established literature. The
research in this series has drawn on data publicly
available from the Office for National Statistics as

well as two large-scale surveys of private households:
the Labour Force Survey (LFS) and the English
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This fundamental shift in the age structure of the A significant amount of research has been done in
population will have a significant impact on most aspects
of society in the future. There are a number of areas
where the effects are already being felt, like in the
provision of health and social care to older people, but
some effects will only be experienced in the medium to
long-term. A prime example is how people living longer
and generally healthier lives is likely to result in stark
increases in the prevalence of older people living with
dementia, with obvious consequences for social care
provision. Taken together, these examples reinforce the
importance of proactively developing appropriate and
adequate responses to the opportunities and challenges
of the population ageing which think beyond short-term
needs and address the bigger picture.

The need to develop long-term strategic thinking

around the concept of ageing is crucially important for
businesses, particularly as shifts in the age structure will
greatly impact the labour market. An ageing workforce
carries a number of implications for the future. As the
population ages, the traditional working age population
decreases as a proportion of the total, which is likely

to result in an absolute shortage of labour to fulfil the
needs of the entire population. Potential workers who
could fill this shortage will increasingly be over traditional
retirement age and it is therefore crucial that businesses
start taking action to accommodate an ageing workforce
by putting in place measures that are attractive to, and
can maximise the vast potential of, older workers.
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As highlighted and discussed in detail in our first report,
the prevalence of early labour market exit — leaving
work before SPA - is a major concern for older workers.*
Some 3.4 million people aged 50-64 were economically
inactive at the end of 2014, and we conservatively
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Of course, a greater proportion of those aged 50-64
who are inactive are women, given that SPA for women
is currently below 65.5 However, although the female SPA
of 60 only began increasing from May 2010, economic
inactivity rates among women aged 50-64 have more
dramatically fallen than those of men across the period
1992-2014. Part of this can be associated with cultural
changes that have seen more women become active

in the labour market and less centred on domestic roles,
as was historically the case. Figure 2 shows how the
inactivity rates of men and women in this age group

are converging over time.

These differences between men and women underscore
the importance of the gendered domestic context in
influencing older people’s exit from the labour market.”
Opportunities and preferences with respect to the
labour market are structured by people’s relationships
and gender, meaning that retirement transitions are
affected by divisions in labour within a household rather
than individual context. As such, these divisions are
shaped by traditional patterns in which women tend

to have greater attachment to the domestic arena and
men occupy work and market-related roles. In addition,
when shocks related to exit — such as redundancy or ill
health — are experienced, the interplay in the domestic
context can either reinforce or fundamentally change
the way traditional gender roles manifest. As a result,
understanding the reasons that older people leave the
labour market should consider the transition at the level
of the household rather than the individual.
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A large number of older people are out of work before
SPA but eager to work, and this represents a waste of
potential talent and skills that could benefit government,
business and society alike. Our first report used existing
data to estimate the number of people who are out of
work but would be open to the possibility of returning

to work.® We found that:

= There are approximately 1.2 million people aged
50+ who are out of work but open to it.

e There is an especially high prevalence among those
aged 50-54 (45.8%), likely due to the distance from
the social protection of the State Pension.

= Overall, 26% of people aged 50-64 who are out
of work would like to work, representing a sizable
cohort of workers ready to contribute if only the
proper employment support were in place.

= While a smaller proportion of those over 65 are out
of work but interested to do so, the figure for those
aged 65-69 is 6.5%, further supporting the idea
that work beyond SPA is a desirable endeavour
for at least a portion of post-SPA individuals.

But even with the concerns around early exit and the
high proportion of older people out of work but wanting
it, since the recession in 2008 there has been a steady
increase among older people aged 50-64 and 65+
who are in employment. This is partly due to the simple
increase in the numbers of people aged 50+, but the
different trends identified in Figure 3 show how the
overall nature of the employed workforce has shifted

to an older profile from 2008 to 2014. These shifts
underscore how important older people already are to
the labour market, strengthening the case for helping
those out of work but wanting it.

6 The SPA for women at the beginning of 2015 is approximately 62.5,
which will gradually rise to equalise male SPA at the end of 2018. Further
details on the ongoing changes to SPA are provided later in this report.
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7 Loretto & Vickerstaff (2013)
8 Franklin et al. (2014)
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In response to an ageing population and the implied
rise in government spending, a number of policy
initiatives have been undertaken which could result in
longer working lives and which have implications for
business. But are they going to be sufficient? In this
section we briefly evaluate some of the key measures
that have been taken so far and how they are relevant
for UK businesses. These policy measures can be
grouped into three categories that seek to:

Compel longer working lives through legislative
changes around retirement timing.

Incentivise longer working lives through additional
financial benefits for working longer.

3 Facilitate longer working lives by meeting the specific

needs of older workers — such as flexible working
and better support for those who are ill or disabled.

17 — Recommendations for Action
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Previous research in this series has shown that
reaching SPA can be an important contributory factor
in determining when people decide to retire — acting



Raising State Pension Age is likely to have an impact on
the length of time people spend in work. Research from
the Institute for Fiscal Studies (IFS) shows that recent
changes to female SPA (from 60-61) had the effect of
boosting female employment rates by 7.3 percentage
points for women aged 60. The authors found evidence
of rises in employment in both part-time and full-time
work. It also had the unexpected effect of boosting the
employment rates of male partners by 4.2 percentage
points demonstrating that couples make joint decisions
to cushion the impact of higher SPA for one partner® In
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Future rises in State Pension age could be good news
for business. It may well increase the overall pool of
available workers and make retaining staff into their
mid-60s, and beyond, easier than it has been in the
past. But raising SPA alone will not be sufficient to
avoid a brain drain of workers leaving the workforce
too early. If individuals suffer from ill health, disability
or need to care for a loved one, and they are not given
adequate support by their employer and local authority
to support them working longer, they may still retire
early. Raising state pension age may therefore delay
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Under current legislation, after reaching SPA an
individual no longer has to pay national insurance on
their earnings. The argument in support of this rests
on the idea that the National Insurance system is
meant to be insurance rather than taxation, so the
contributions made through working life are intended
to fund primarily their state pension entitlements.
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The legislative changes on flexible working will not force
businesses to grant their employees flexible working
but will mean that they will at least have to consider it if
requested by the employee. Firms will therefore have to
use their own discretion about whether or not to agree
with the request. We would argue that the onus should
be firmly on firms to grant flexible working or risk losing
valuable employees forever. Evidence gathered in the
first report of the Missing Million series showed that

by age 55-59, nearly 40% of all those in work want to
reduce their working hours compared to 7.7% who wish
to increase them. In addition, we found that nearly 1 in
10 people aged 55-64 working over 45 hours a week
also had a physical or mental health condition lasting
longer than 12 months. These findings imply that there
is a large cohort of people in their 50s who are locked
into long hours and that without additional flexibility may
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Like many countries, Singapore is not unusual in
changing its default retirement age. The Government
has made it mandatory for companies to offer three
more years of work to those turning 62, the official
retirement age, and plans to extend that to five years
by 2017. So far Singapore’'s employment rate for
those between ages 55 and 64 is now 66%, among
the highest of the 34 nations in the Organization for
Economic Co-operation and Development and this
is against the backdrop of a culture that traditionally
expects children to look after elderly parents.

30 as$ gapoedo eso e
Rather than simply extending the working
age, Singapore has gone a step further and
the Government is encouraging companies
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http://www.bloomberg.com/news/articles/2015-01-06/what-retirement-singapore-older-workers-stay-on-the-job
http://www.bloomberg.com/news/articles/2015-01-06/what-retirement-singapore-older-workers-stay-on-the-job
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Businesses should not only recognise the issues
highlighted in this section, but also acknowledge and
understand that there are concrete business benefits
from employing and engaging older workers. In other
words, by addressing the notion of an ageing workforce
within a business, the business itself can reap rewards
— adapting to ageing makes business sense.

Perhaps the most evident way that businesses can
benefit relates to the returns that can be gained from
higher retention of older employees. Staff members

who have been engaged in a role for some time have
developed an extensive amount of industry or firm-
specific knowledge and expertise that can only be
gained from years on the job. This kind of familiarity —

in terms of processes, specific skills, culture, contacts
and business networks — is not something that is readily
available from new hires and is difficult and expensive
to replace.?” Furthermore, this familiarity can contribute
economically, manifesting primarily through higher
productivity or improved client and customer relations
generating business. As a consequence, employers that
do not look to keeping more of their older workers will be
at greater risk in the future of losing this vital advantage
and the real financial benefits it confers. Mentoring
programmes are one opportunity for businesses to foster
knowledge exchange, and older workers seems open

to engaging in them.28

Businesses can also benefit from raising awareness

of age through the recruitment process. Specifically,

by adapting hiring strategies to be age-neutral or age-
friendly, businesses open themselves up to a wider

pool of applicants when they seek to fill positions. In
generating this broader scope of candidates, businesses
are more likely to access a range of talents, which will
increase the ease and likelihood of finding an optimal
match between the requirements of the job and the
person hired to do it. Moreover, generating a better

27 McNair et al. (2012)
28 Penna & CIPD (2008)
29 McNair et al. (2012)

25 — Recommendations for Action

O es

person-job fit will positively influence job performance,
improving productivity and the economic returns of the
worker. The idea of drawing on a large pool of applicants
should already be a priority for businesses who seek
talent, but taking concerted and definitive action in the
recruitment process will ensure that it includes older
people, who generally come with an extensive array

of experiences from longer working lives.

Older workers can additionally confer personal elements
to a business that makes them valuable members of

the workforce. For example, older workers demonstrate
greater commitment to their organisations than younger
workers and are less likely to change jobs.?® This

loyalty and the motivation that accompanies it can be
enhanced by employers through offering adequate
positive recognition of older employees’ contributions
and professional development and training opportunities.
Older workers are also considered to have better time
management skills and to handle pressure more easily,
qualities that generally make for better members of staff.

Fundamentally, much of the argument around why
businesses need to pay attention to the ageing workforce
comes down to concerns over costs and the economic
impact that ignoring age is likely to have. While these
costs will vary among specific businesses, losing

the inherent knowledge and skills of older workers
represents a cost in itself, and replacing such expertise
is also costly. By opening recruitment to more older
workers, businesses access a broader range of talent
and can find good matches for the jobs they seek to fill,
the benefits of which will manifest in economic terms.
Finally, older workers possess characteristics that
enhance their performance on the job and within the
working culture. Businesses that want to be competitive
and successful in the future would be wise to break
down any barriers they have that negatively impact
older people in their relationship to the labour market.
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Older people have a harder time finding work after
becoming unemployed than younger workers. This is
reflected in the data around long-term unemployment,
where people report being unemployed for a period of 12
months or more. Nearly half of all the unemployed people
aged 50+ had been so for a year or more, compared
to only 35.5% of all UK adults.®! Such a comparatively
higher proportion of persistent unemployment is likely
to exacerbate the frustrations among older people in
the job search process — especially after persistent
failed attempts to secure work — which can eventually
lead them to abandon their aspiration to keep working,
resulting in complete withdrawal from the labour market.

The difficulties that older unemployed people face in
this regard may stem from a number of sources, such

27 — Recommendations for Action



_ ab =2 Dispelling common myths around older people in the workplace
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Part-time work is often cited as preferable among older
people as they approach traditional retirement age as a
way to remain engaged in work but also begin to scale
back their obligations. This can help make for a smoother
transition into the retirement phase of life. Using data
from the Labour Force Survey (LFS) covering the period
April-June 2014, we found that almost 1 in 3 people in
work aged 50-64 worked part-time.3®
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A report commissioned in 2011 to examine the
business case of employing older workers in the
hospitality sector identified an imminent challenge
to the future sustainability of the industry: a potential
lack of workers. Why?

» Predicted decline in the number of younger workers —
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Existing policies have gone some way in helping people stay at work as
they get older. However, more can be done by the next government to
prioritise policies which support people who want to continue working up
to, or beyond, state pension age. There is only so much that government
can do. The responsibility is with business to drive change on age at work.

In order to respond to the realities of an ageing
workforce, businesses need to develop plans that

will help them maximise the opportunities that come
from older workers, while simultaneously addressing
the challenges that are involved in this area. Action

on this front must primarily take place in two specific
aspects: retention and recruitment. Retention is
important due to policy changes such as the increase
in State Pension Age (SPA), as older people will work
to later ages than before. However, there continue to
be issues around exit from the labour market prior to
SPA and disproportionate challenges for re-employment
among older people, so recruitment strategies for older
workers are also essential.

The responses that a business should make in retaining
or recruiting workers should first be informed by a
reflection of the current state of their own workforce.

In particular, businesses should understand:

e eagepo eof e o foce Whatisthe age
composition of your business? Do you have a relative
high proportion of employees approaching retirement?
Do you know the average age of when your staff retire?

*Re e e pa e sof e o foce Howmany
of your workers want to stay past SPA? Do you know
what members of your work force want for their latter
part of working life?

. abou s sa d o edge What particular
expertise do you older workers possess, and you
at risk of losing critical skills as they start to retire?
Do they also possess expertise that is underutilised,
and how could tapping this improve the business?

32 — Recommendations for Action
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Based on the findings of the Missing Million
series, Business in the Communityca so e

e go e e toprioritise the review and
implementation of policies which enable more
flexible working, support workers with health issues
or caring commitments and facilitate ongoing skills
development for people aged over 50.

Weca o bus essestodo more to recruit,
develop and retain people aged over 50, through
adapting internal practices to show people they
are supported and valued at all ages and at all
stages of their career.

To help make these changes happen, C will
support responsible business to ensure that nobody
is left behind as our population ages, and so that
everybody who needs to or wants to work in later
life is able to succeed.

Our commitment is that we will provide the tools,
support and advice that business needs to drive
change and implement these recommendations.
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« Half of all working people over 50 are living with
a chronic health condition. Prioritise workplace
wellbeing policies on preventative action and
reasonable adjustments for people with health
conditions and/or disabilities.

cco odaeage acag geco o
Digitalisation, changing demographics, consumer
expectations of transparency — the world of work
is changing rapidly, and responsible businesses
need to make sure that age does not stand in the
way of supporting your workforce to adapt.

« Re-skill your workforce to future-proof the modern
economy, including training in key digital skills.

= Leverage younger generations to reverse-mentor.

* Amplify the range of skills across your organisation
through adapting to new expectations of networked
rather than hierarchical use of power.

o deoppo u esfo e coecaees

< Broaden the range of career pathways within
your organisation — or in partnership with natural
business partners — to introduce more opportunities
for greater personal fulfilment and social purpose.

< Implement Mid Life Career reviews to help people
at particular milestones — a number of year’s service,
an age such as 50 - think through their options
and provide space for broader conversations with
managers about plans for the future.

* Review career aspirations, development needs
and work life balance as a part of regular line
management conversations.

34 — Recommendations for Action
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Older people are less likely to be offered training
and less likely to take it up.

= Proactively offer training to fill any skills gaps
employees might have and be open to additional
training requests.
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= Better integrate health and social care services with
employers and employment support services, which
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