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DO

YO U K N O W WH E R E YO U R B AB Y B O O ME R S AR E ?

2011 marks the start of the exit of the baby boomers: the generation born in
the years following World War II turns 65 and will retire. It is the beginning of
the largest workforce exodus1 that we have ever seen. 2011 is a pivotal year
and signals a profound change that companies, and specifically HR, will be
forced to cope with over the coming years. The effect of this „knowledge
crunch‟ is set to hit just as companies recover from the credit crunch, and will
augment the impact of the recession if not handled well.
Since the onset of the financial crisis, companies focus more on survival
strategies and cost efficiencies than on expansion and growth. As a
consequence, HR has been working on redundancies and exit strategies,
while talent retention programs and training budgets have been slashed.
While the main theme of 2010 has been cost reduction, the importance of
strategic workforce planning, succession planning and knowledge transfer is
rapidly increasing. The baby boomer exodus has started and the influx of
younger generations will be insufficient to offset shortages in knowledge and
experience.
Many companies opted to reduce their workforce in order to survive the
financial crisis. This reduction, while necessary for short-term survival, may
very well come at a high cost to long-term sustainability, whether your
company simply stopped hiring, chose to offer early retirement to older
employees, or laid off younger people that were supposed to replace them.
Now that the first signs of economic recovery are upon us, every company
will be forced to use its creativity to ensure there are sufficient skills and
capabilities to support future growth.
If you are under the impression that the „knowledge crunch‟ will bypass your
company, think again. The numbers tell a different story: Demographic trends
show a steady increase of life expectancy in many parts of the world, while
birth-rates are rapidly declining everywhere. By 2050, the number of older
persons globally will exceed the number of younger (under 15) for the first
time in history. Currently, the population over 65 represents 20%, with 30% of
the population aged 20-64 in G7 countries. This ratio will reach 35% to 50%
by 2030 and 40% to 70% by 2050 if current trends continue – and there is no
reason to assume otherwise. Several areas of the world such as Europe,
Japan, Russia and China are facing the most immediate impact of aging.
Even the youngest regions, Latin America, Asia and Africa, will have
substantial elderly populations2.
In the future, there will be fewer young people to support a significantly larger
older generation. The demographics show clear signs of workforce ageing.
This occurs in parallel with a decline in the numbers of younger workers
entering the workforce. The color shifts in the following picture illustrate the
“greying” of the population in a clear way:

.
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MIT AgeLab estimates there are 450 million baby boomers worldwide.
United Nations, World Population Ageing
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These shifts in age distribution will lead to an unprecedented shortage of
younger workers and introduce the need to keep employees in the workforce
until well past current retirement ages. As a consequence, companies are
slowly starting to realize that they need to find ways to retain their older
workers in some capacity as these developments lead to a substantial loss of
knowledge and experience. In 2010, a number of governments have
introduced legislation that changes the official retirement age from 65 to 66 or
67. Early retirement programs have increasingly been abandoned as
companies found they can no longer afford the costs. In order to sustain
current living standards, it remains to be seen if these measures are enough,
as in many countries people actually retire well before they reach 65 and exit
the workforce at a much younger age. We expect that governments will
heavily regulate early retirement programs or replace them with measures
that pay lower pensions to people who retire early.
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THE

WO R K F O RC E O F T H E F UTU R E W IL L B E H YB R ID

The optimistic belief that companies would be able to source talent from an
unlimited supply of workers from developing countries cannot be supported in
the long run. Talent shortages occur everywhere, even in emerging regions
like China, India and in Eastern Europe and South America, in fact, it is a
worldwide phenomenon as the illustration above clearly shows. We expect a
significant worldwide „knowledge crunch‟ with a profound impact on
organizations.
Of course, it is not all bad news. As people grow older and enjoy better health
at a higher age, they remain in the workforce longer than workers of previous
generations. There is a tendency among baby boomers to retire “part-time”
and spend the remaining hours to contribute to a worthy cause, be it society
or their previous employer. Some people do this voluntary, others because
they need the money in order to live comfortably. The number of people in
the labor force aged 65 and older is expected to grow about 10 times faster
than the total labor force3.
We also observe a changing attitude around the idea of the corporate
lifespan. It used to be that people worked between the ages of 25 and 65.
This lifespan is changing: young students are starting their own businesses
on the side, or are participating in corporate projects through social networks.
Retired people take up work whenever it suits them – temp agencies for
those over 65 years of age are booming. We expect that in future the
corporate lifespan will loosely cover the ages of 18 to 75.
Immigration policies offer another lever to support growth and change the
composition of the workforce, although it introduces the “talent drain” concept
as ethical dilemma: attracting the “best and brightest” from other countries
means you sustain your own economic growth at the expense of emerging
countries. A better alternative might be to offshore work to these countries,
even though in some economies this is a controversial topic from a political
point of view. By offshoring work, talent stays in the country of origin, remains
accessible and adds wealth to the local economy, while at the same time
adding value to the economy of another country.
There are still resources available that until now have not been used to the
fullest extent. Women outnumber men in worldwide university enrolments
and graduation rates. In North America and Europe, a third more women than
men are on campus. Latin America, the Caribbean as well as Central Asia
also show high rates of female enrolments. Male and female enrolment ratios
in the Arab States are almost identical, indicating gender parity4. However,
the general make-up of the workforce is still predominantly male, suggesting
that the skills of a well-educated female workforce are underused.
The arguments above lead to the conclusion that it is possible to offset the
baby boomer exodus by better utilizing the world‟s available human
resources. However, this workforce will grow at a much slower rate, while the
composition will shift toward a more balanced age, gender and race/ethnicity
distribution. Stimulating the elderly, women, persons with disabilities and
other groups with relatively low levels of workforce participation will also
enhance growth and result in a much more hybrid workforce than before.

3
4

US Bureau of Labor Statistics (Dec 31, 2009) & Pew Research Center
2009 Global Education Digest, Unesco
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G E N E R AT IO N S

AT

W O R K : F L EX IB IL IT Y

IS K E Y

In the near future, for the first time in history, four generations5 will participate
in the workplace. And although the integration of these generations can
happen smoothly, for many companies this poses challenges and
adjustments. Despite their differences, there is one common denominator
between these widely varied groups: they all demand flexibility at work.
Due to the recession, many baby boomers have been forced to delay their
retirement, albeit temporarily. Now that the stock market nears pre-recession
levels, babyboomer savings are in a somewhat better shape and the time will
come that they are ready to retire. A survey of employees in the G7 countries
conducted by the AARP6 shows that many baby boomers have a view of
retirement that includes continuing to work in some capacity after exiting their
primary careers as a result of better health and longer life expectancy. Baby
boomers still want to play an active role, but do so on their own terms and
flexibility is the key demand. They want to work part-time, as coaches and
consultants for example, to stay active, connected, and engaged. They are
motivated by the social dimensions of work as much as by financial
considerations. This is an attitude that HR can take advantage of when
designing programs to overcome the „knowledge crunch‟: making employees
feel valuable while at the same time offering them flexibility around working
hours so they feel they are contributing.
Generation X is a much smaller generation, but with a lot of responsibilities:
Many of them care for children as well as for aging parents. They believe that
in order to be successful you have to work hard and earn it. They are the
ones that pioneered flex time and introduced personal schedules to cope with
the increasing demands of the work/life balance. Research shows that Gen X
workers place a higher value on work flexibility than they do on salary or
bonus plans. Instead of climbing the corporate ladder, Gen X employees
want options in their career. Gen X has been held back by the sheer size of
the baby boomers, but is starting to move up and over the next few years will
replace retiring baby boomers in a senior management capacity. Gen X has
better understanding of the need for flexibility by the younger generations and
in that way can bridge the gap between baby boomers and Millenials.
Generation Y (also called Millenials) is the last generation that was born in
the analog world. They grew up witnessing the introduction and expansion of
the internet. They feel comfortable using technology, but are not digital
natives. They are optimistic – up until the financial crisis they never
experienced any economic setbacks in their career. They are flexible in their
work attitude and believe in multi-tasking to carry out a multitude of different
activities. They are not bothered with the status quo and look for a
personalized career “experience” that demands a flexible attitude from their
employer. They do believe in instant gratification and do not necessarily feel
that dedication and experience are needed to reap rewards: they want it now.
Generation Z (or the Digital Natives) has a loose attitude towards the
workplace and believes that flexibility is a right. They are not concerned with
boundaries, having grown up in a digital world that is “always on” and where
help is just a mouse-click away. They live in a world made up of large, global
networks, and expect fast and easy access to anyone in an organization or
company. In return they show their commitment and engagement by offering
opinions to colleagues at all levels. The Digital Natives have a 2.0 mentality:
5

There are no hard dates that separate generations and there are many ways to segment them.
The definition used in this article refers to Baby Boomers (1946-1964), Generation X (19651977), Generation Y (1978-1993), Digital Natives (1994-2010).
6
AARP (2007) Perspectives of Employers, Workers and Policymakers in the G7 Countries on the
New Demographic Realities
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they perform best when working in teams and within flatter hierarchical
structures. They define success not in terms of seniority or title, but in who
can supply the right knowledge and what matters to them personally. The
Digital Natives will push companies to embrace internal use of Web 2.0 tools
such as social networks, instant messaging and blogs, which encourage realtime collaboration, give employees a greater voice and flatten hierarchies.

HR’ S

NEW ROLE:

T AL E N T B RO K E R

In the service economy, knowledge is extremely important: if a company
does not have access to the right competencies and skills, the company
strategy cannot be executed, which will affect the future of the enterprise.
Knowledge and skills can thus be regarded as „company assets‟. Skill
shortages are typical for specialized and experienced workers, and can
coexist with relatively high overall unemployment in the external environment.
As a result of the financial crisis, unemployment has heavily affected jobs in
areas such as manufacturing, finance and construction, while engineers
remain in demand. HR must act as a „talent and skills broker‟: it must
possess a thorough understanding of which exact skills and competencies
are needed, where they can be found and how the company can access and
use them best.
The talent lifecycle starts with an understanding of company strategy: where
does your company stand and where is it headed? Workforce planning
requires that HR works with business managers to establish a relationship
between the company strategy and the abilities of (future) employees: can
the strategy be achieved with the current skill sets or does a lack in certain
skills pose problems in reaching future goals? You cannot design a workforce
strategy until you‟ve assessed the risks of losing baby boomers: who is
retiring, which departments will have gaps, which core areas of expertise are
lost to the company? Maybe it is not so bad that baby boomers are leaving if
you can replace them with skill sets that are needed in future. However,
company culture and attitude are much more difficult to replace.
All of the data to answer these questions are usually available in the HRMS
system of your company. It remains to be seen if it is easy to turn this data
into useful information. Do you have a good overview of which positions your
baby boomers hold now and who is going to replace them when they retire?
When exactly will they retire? Will their skills become obsolete, or are they in
possession of essential skills which are needed to carry out company
strategy? And where do you go to find these crucial skills: educate, outsource
or hire? HR‟s ability to accurately predict company needs and base strategic
workforce decisions on reliable HR information provided by sound HR
Analytics will leverage any past talent management investment and will help
business managers to achieve their goals.
As soon as HR has a thorough understanding of the future needs of the
company, and compared that to the overview of the expertise held by people
who will be leaving in the coming years, the next step is to look at succession
planning: Who in the workforce is ready for a career move and will replace
the retirees? Do these employees need to work side by side for a certain
period of time in order to transfer knowledge and experience? If there are no
replacements available within the workforce, a sourcing strategy is needed:
how are you going to attract enough new hires to fill the void? Do not
overlook the fact that as a result of the financial crisis, many employees
chose job security over career progress. As soon as the economic outlook
gets more positive, these employees will become mobile and switch jobs. To
be prepared, HR must create a very good talent demand-supply overview.
The talent pool will shrink and everyone will be fighting to take on the most
talented resources. If you do no prepare yourself early, it might very well be
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too late once you really need those new hires. It is therefore necessary to
develop a sound sourcing strategy.
The traditional way of adding skills to the company is to offer people a job
with a permanent contract. However, the generations that make up the new
workforce demand flexibility. HR must create new ways to attract essential
skills: if you have part-time access to certain skills, would that cover the
company‟s needs? Does your company really require all skills on a
permanent basis or could you find ways to combine flexibility with instances
that skills are needed? And is it important that people come into your office,
or can they work anywhere in the world? Baby boomers are interested in
partial retirement and can coach their successors until they have become
experienced enough to fully replace them. Instead of hiring, you can
outsource or offshore work and use social networks to get in touch with
people around the planet which will vastly improve your talent pool. Going
global can be part of your talent strategy. HR must take the lead and be very
creative in finding solutions to deal with the „knowledge crunch‟.
Another way of controlling the effects of the „knowledge crunch‟ is the
introduction of workforce automation made possible by the latest advances in
technology. Even though this is not a popular topic amongst HR
professionals, companies must be on the constant lookout for ways to
introduce more technology into their work processes in order to eliminate
manual labor, thus freeing up valuable human resources that might be better
used in for instance client-facing positions. Artificial intelligence is rapidly
improving as is robotics and the success rate and reliability of their corporate
application can support and improve the human decision making processes,
thereby eliminating the need for human interference. There is still a long way
to go, but we recommend that this topic is investigated further.

I N T R O D UC IN G

T HE K N O WL E D GE V AL U E C H AI N

The baby boomer generation possesses 30 to 40 years of in-depth
knowledge and experience. Part of that knowledge is old and has grown
obsolete. Other parts of that knowledge have been acquired over the years
and are needed to carry out activities (in whatever area of work). Experience
plays an important role in job performance and is difficult to transfer. How do
you transfer your contacts and relationships to your successor? And is it even
possible to document applied knowledge? The loss of knowledge and
experience of retiring colleagues is what ultimately leads to the “knowledge
crunch”.
The „knowledge crunch‟ cannot only be attributed to retiring baby boomers. In
fact, it is a problem that occurs every time an employee leaves your
company. If young people leave the company, the replacement strategy is
usually to hire new employees and train them in order to avoid critical
knowledge from disappearing. The longer an employee has worked for you,
the higher the chances that they will leave holding critical knowledge and
valuable know-how worth capturing. HR can introduce a formal knowledge
retention strategy as a solution to this problem.
To introduce a simple knowledge value chain, HR could start with a lessons
learned cycle7 as underlying framework in combination with communities of
practice. These communities are instrumental in exchanging knowledge while
the lessons learned cycle can be used to govern the knowledge exchange
process, supported by a technical solution (e.g. corporate portal) to store
7

Heijst, G. van, van der Spek, R. en Kruizinga, E., Corporate Memories as a tool for knowledge
management. in: Journal of expert systems and their applications, special issue on knowledge
management, 1997.
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knowledge and information. This leads to a structured approach of the
knowledge process, where the available knowledge can be documented and
stored. The lessons learned cycle revolves around processing and storing
knowledge and experiences in an information repository, making them
available for later use. Experience can be collected actively or passively:
active collection means that employees are formally assigned to evaluate
experiences in order to document lessons learned, passive collection means
that employees voluntarily collect information that is worth capturing.
Technology plays an important role in harnessing company wisdom, to
capture information and make it available to employees. Open source
platforms and cloud solutions are eminently suited for this purpose: they are
easy to use, very flexible and can make large amounts of data available in
several ways. Web casts work well because interactive sessions can be
stored and made available for viewing after the event has taken place. All
information together combines into the corporate memory, a digital
knowledge repository that can be easily shared with employees everywhere
and can be used as a learning tool when new hires enter the company.

P R E P AR E

F O R T H E F L EX I B L E WO R K F O R C E

We observe that companies introduce more short-term, flexible forms of
labor, like independent contractors and consultants, as opposed to offering
permanent contracts. Having multiple generations in the workplace allows
companies to create a flexible workforce, that is not so much interested in
moving up, but views the career ladder like a lattice that accommodates their
life style. Millenials drive this trend, demanding better work-life balance, but
also parents with young children and baby boomers looking to ease gradually
towards retirement. New job profiles must be designed (if still necessary),
that allow employees to move laterally into new roles – changes that may
come with a pay cut. These jobs focus on results; the way they are
structured, in a three-day week, at night, from the office or at a local coffee
8
house. Studies show that result-only work environments make productivity
go up. Flexibility therefore is a compelling part of any new workforce strategy
that HR must put into practice, and design tools and strategies to accurately
define and measure results.
In a knowledge-based economy older workers can remain highly productive,
simply because tools are available that compensate loss of physical strength.
As an HR professional, you will manage a diverse population from very
young workers to older workers and everyone in between. What makes this
troublesome is the unprecedented levels of differences in everything from
work ethic, communication styles, behavior and work-life expectations. You
need to be pro-active in developing new strategies to accommodate these
diversities, like wellness programs, compensation strategies, education and
ergonomics that allow people to be productive and avoid workplace injuries.
At the same time, HR must support the business in implementing a structured
strategy for knowledge transfer and succession planning. Organizations must
not only retain the knowledge held by the ageing baby boomers, but ensure
that a new generation of workers can benefit from their experience and their
skills are passed down.
It‟s a lot to expect from HR. Can you – as a HR leader – cope with these
challenges? You can either continue on the familiar path convinced that your
company is immune, or look at all developments and re-invent yourself in
order to be prepared for the influx of the new generations that have a very

8

University of Minnesota, Flexible Work and Well-Being Study (ongoing)
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different attitude towards work. The first signs of economic recovery are
visible and companies are starting to re-hire, albeit reluctantly. This means
that work will return and new jobs will be created. But the concept of work
won‟t look the same as before. The workplace will be more flexible, more
virtual, more global, more freelance, more collaborative and far less secure. It
will be run by generations with new values, where women and minorities will
increasingly be at the controls.
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C O N CL U S IO N :
S H AP IN G T H E WO R K F OR C E

OF T HE F UT U R E

For many companies, losing the baby boomers is potentially a greater
challenge than taking on the Millennium generation. While a lot of attention
has been given to coping with this generation, very little is being done to
assimilate the knowledge of the generation that built today‟s businesses.
Their business acumen, industry know-how and experience need to be
passed on, before they have left. On the other hand, the 'knowledge crunch'
can have a beneficial effect when older employees leave to be replaced by
younger employees who possess significantly more valuable future-relevant
knowledge.
This creates room for employees to move up and apply their own unique field
of expertise, thus offering an opportunity to renew your workforce. Millennials
have a different world view from baby boomers and this will create corporate
and economic renewal. It is however unrealistic to expect that the whole
economy will change in a „big bang‟; change will come gradually. Based on
that point of view, it is important that available knowledge and experience is
captured and passed on to new generations.
Whatever scenario applies to your company, in the service economy you rely
on people for knowledge and given ongoing demand and reduced supply,
organizations must not only retain the knowledge held by the aging
workforce, but ensure that the new generations benefit from the years of
expertise and skills acquired by previous employees. We believe that the
financial and competitive advantage risks of not building a strategy for
knowledge transfer into talent management plans will have a debilitating
impact on companies, which in some cases may never be fully recovered.
This requires active participation of all involved, not in the least the baby
boomers themselves. Ultimately, the success of dealing with the „knowledge
crunch‟ will be determined by the extent in which you can make baby
boomers responsible, keep them involved and give them a formal role in this
process (if needed after retirement). This will make the transition to the future
workforce for your company much smoother. When HR prepares itself in a
successful way, and starts acting as talent broker, your company will be fully
prepared to face the „knowledge crunch‟ and overcome its challenges.
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NorthgateArinso is a leading global Human Resources software and services
provider offering innovative HR business solutions to employers of all sizes.
We help HR executives optimize their HR service delivery through smarter
processes and more efficient technology, supporting workforce administration,
payroll, benefits, recruitment, learning, and talent management. Our 8,000
employees are dedicated to delivering excellence through HR consulting, HR
outsourcing and HR technology. We have offices in 35 countries on five
continents, supporting customers in more than 100 countries.
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