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BUSINESS AND AGING

WHY CEOs AND HR EXECUTIVES NEED A NEW WORKFORCE STRATEGY

Hax anyeone in American business not
heard about the aging of the workforce?
Business leaders are toid reguiarly that
they should be preparing for the coming
shortage of new workers, Yer, as Ken Dvy-
chiwald, Tamara J. Erickson and Robert
Morison stafe in their new ook, Work-
force Crisis: How to Beat the Coming
Shortage of Skills and Talent {Cam-
bridge, Mass.: Harvard University Press,
2006), "Few large organizations are re-

allv preparing for this transformarion of

the workforce. While raarketers are stari-
ing fo target an older population of con-
Sumers, managers are still encouraging
mature emplovees {o refire early, Big
mistake” fn the following adaplation
Jrom Worldforee Crisis, printed here by
pernission of the authors and the pub-
{isher, Dychiwald and his colleagues
provide ar overview of sirategies for cor-
Porale managernent.,

By KEN DY CHTWALD,
TAMARA J. ERICKSON
and ROBERT MORISON

As we explore the changing work-
force, remember that the problems are
bigger than we imagine, We've never had
such an older age mix in the workforee or
a generation as large as the boomers
preparing to retire, The growth rate of the
labor force has never dropped so precipi-
tously or staved so low before. We've

never before relied so heavily on intel-

fectual rather than physical Tabor We'
simply cannot anticipate afl of the addi-
tive effects of these trends.

At the macro level, we cannot avoid
skills and worker shortages entirely, but
these shortages are inevitable only for or-
ganizations that fail to anticipate work-
force changes and adjust in time, S5ince
these changes are largely predictable and
imminent, organizational leaders must
start planning now. The worst sin s do-
ing nothing. The good news is that our
research indicates the management tech-
nigues needed (o accommodate tomor-
row s workforce mix can be applied now
to improve business performance, cost
structures and employee retention, By
overhauling employment practices now,
thereby distinguishing yourself in the la-
bor market and ensuring your own talent
supply, your company can lessen, or
avold altogether, the inevitable disrup-
tions of workforce change.

WHO OWRHNS THE CHALLEMGES?
Who owns this issue? Who is respon-
sible for an organization's talent supply?
Two people primanly: the CEO and the
head of human resources (HE). As the
integration point of an enterprise and the
peraon responaible forita overall per-
formance and sustaimability, the CEO
sets the organization’s direction and
sols and then makes sure that the orzan-
ization has the business model, processes
and assets—including capital, facilities,
technology and people—io meet those
soals. Depending on business condi-
tions, the CED may focus on different
resources, for example, by securing cash
flow and capital in recessions or updat-
ing technelogy and production facilities
during expansions. We believe that over
the next five vears the CEO must address
these people 1ssues and talent supply.
Some CEOs make human resources a
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top priofity, but most don't. General
Electric is renowned for its investment in
developing the performance and poten-
tial of its top layers of management—
and insisting that these managers do the
same in their parts of the business. The
result is a cascade of attention to talent—
egpecially the high performer—and the
assignments and challenges that will
streich their capabilities. Beyond leader-
ship development and succession, CEOs
today should monitor the changing de-
mographic composition of their work-
forces and recruiting pools. They should
understand the overalt flow and bottle-
necks of talent throughout their organi-
zations, as well'as how the corporate
brand attracts or repels employees and
prospects alike, Most fundamentally,
CEOs should insist on a coherent, for-
ward-looking workforce strategy that
matntains the talent supply during nerbu-
lence and shortage.

To jump-start the development of that
strategy, the CEQ and executive team
must own these challenges visibly and
collectively because many of the tactics
that will serve and appeal to present and
future employees will reguire breaks
from past practices and ingrained atti-
tudes. Programs as fundamental as flexi-
ble work arrangements often require the
genuine commitment of senior leaders
before the rest of management will em-
brace and support them.

CEOs oversee the overall resource
mix but rely on functional managers to
supervise categories of resources—mon-
ey, people, technology—and executives
to deploy these resources effectively. So
the second owner of this challenge 1s the
HE executive, who must develop and ex-
coute the right workforce pelicies and
praciices. To synchronize the HRE strate-
gy with the enterprise’s overall business
strategy, HR executives must provide ex-
pert, enlightened conmsel to the CHEO and
execulive team on all workforce matfers,
They must oversee the redesign and exe-
cufion of the processes of emplovee re-
cruiting, development, administration
and retention. In short, the HE staff main-
tains and develops the organization's hu-
man Assats to provide the right talent in
the nght place at the right time.

However, given mounting demograph-
ic pressures, HR executives today must
do more than ensure the cost-effective
execution of HR processes. First, o an-
ticipate and implement necessary
changes in HR management practices,

- they must assess how workforce compo-

sition and employee preferences are
changing, Second, they must obsess over
what's happening at the intersection of
workforce and business strategies. As
jobs have grown more information inten-
sive, more technically demanding and
more complex, the relative value of skills
and talent in the business asset portfolio
has steadily risen. The stakes grow high-
ersill as companies face a prolonged pe-
riod of skills and labor shortages, The
HE executive must articulate how the
composition of the orgamzation’s work-
force will enable or impede busingss suc-
cess and what 1o do about it
Responsibility for ensuring the enter-
prise’s talent supply rests on'the CEQ
and the HR executive bat is shared broad-
ly. The CEO shares responsibility locally
with every general manager and any
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manager responsible for the complete
mix of business resources—money, fa-
cilities, people and technology. Each
general manager must understand the
changing compesition not only of the
customer base but also of the local work-
force, how those changes influence per-
formance, and how the local organiza-
tion can best participate in and contribute
to the flow of people, experience and
skills across the enterprise.

LEVERAGING DEMOGRAPHICS

Workforce diversity means a greater
range of backgrounds, perspectives and
approaches to decision making, problem
solving and creativity, How can you
leverage these assels m product develop-
ment and process improvement? On
project and development teams, for ex-
ample, you could enhance performance
by mixing the experience of long-lenured
employees with the fresh viewpoints of
newcomers or by combining workers
with very different backgrounds, experi-
ences and viewpoints,

According to our research, organiza-
Hone can improve short-term human re-
source performance—including higher
productivity and lower rmover—by im-
plementing progressive workforce man-
agement practices sooner rather than lai-
er. The time is now, & .
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preparing for the following changes to
safeguard their talent pool:
Agmg The Average age ot emplc-y-
ees will continue to rise, and the work-
- force will become more multigenera-
tional. Proportionately, mature workers
are the fasiest-growing age segment,
and large employers can expect to dou-
ble their percentage of workers 55 or
older during the next five to 10 years. -

male workers, already high, will con-
tinue to rise slowly.
More ethnic diversity. By demo-

mix is changing very rapidly, with cth-
nic and racial minorities now accouni-
ing for one-third of younger workers,

- Increasing lifestyle and life-stage
variety. People ame no longer Hfacting
their age! Their life plans aré no longer
linear and predictable. They differ
wildly in how they mtegrate work and
other pursuits into their lives.

rate of labor force growth plummets to

2% to 3% per decade, labor markets
will tighten and competition for Ealem-
ed people wilk intensify.

As the boomer generation reaches re-

tentially detuhmung brain drain of skills
and experience.

More women. The proportion of fe-

graphic standards. the mcial and ethnic

Tightening labor markets. As the

Shortages of skills and experience..

tirement age, organizaiions face & po-

A CHECKLIST OF HR TRENDS

Based on our synthesis and analysis.
of today’s workiorce demographics,
we recommend that employers begin

-ty exeeed supply. The gap is projected

-and standard of living,

- able five years from now.

tion but also provide that education

eNCes,

-disperses-—adopting flexible sched-
-ules. elework, and other technology-

Shortages of workers. Overall de- _
mand for workers is already beginning

to grow to millions—perhaps tens of
millions—of workers, with j:u:nt:ntlallj.-'
pmmmm effects O economic output

Shortages of educated candidates.
Despite continuing progress in average
educational achievement, colleges will
graduate too few candidates 1o fill the
number of technical, information-in-
tensive, judgment-intensive jobs avail-

Pressure on fraining and develop-
ment, Employers must not only en-
courage employees’ continuing educa-

directly to maintain needed skill levels.

Tension around HR policies and
practices. The whole range of man-
agement practices-—compensalion,
henafite, and especially work amange-
ments=—must appeal o the new work-
foree and accommodate the expanding
variety of workers’ needs and prchar-

Strain on organizational coher-
ence. As the workforee diversifies and

enabled arrangements—Ieaders must
find new ways o cultivate and nounsh
organizational culture and identity, <
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