











workshop tour across Europe begun in autumn 2007 as a learning and ideas
workshop for companies and stakeholders. Previous stops on the workshop
tour were Berlin, Prague and Rome. In these regions, all of the stakeholders
involved were invited to promote the importance of this issue within each of
the relevant regions, to discuss the country-specific aspects, and jointly map
out the regional opportunities and risks.

The online platform of the Laboratory Demographic Change
(www.demographicchange.info) gives users a rapid insight into all of the
modules within the project: it presents the latest findings of the scientific study
projects, and is a showcase for good practice examples from companies of
various kinds. Acknowledged technical experts from the Laboratory
community can assist interested companies and stakeholders on the basis of
keynote promotions at international congresses, workshops and trade fairs.

Module 2: Motivate the analysis of the concrete act  ion required

omasr W The goal of the second module is to
A . motivate companies to analyse their own
need to take specific action in response to
general demographic changes (Module 1).

i The online tool “Demographic  Risk
L ' Map” produced by the Laboratory provides
a unique perspective for corporate and
stakeholder motivation. This is available for free at www.demographic-risk-
map.eu for all companies and interested parties across Europe. For the first
time, this online tool provides concise information allowing a direct
comparison of demographic change in different time frames, regions and
countries, and its impact on location factors.

On behalf of the Laboratory, the Rostock Center for the Study of Demographic
Change looked at how demographic change influences selected location
factors in different regions across Europe. Scientists chose four location
factors: the labour supply, the availability of human capital, labour productivity,
and the performance of research and development.

These location factors were described for 264 regions within the EU 27, and
linked to demographic development forecasts up to 2030. The interaction
between the selected contextual factors is highlighted by the demographic
environment risk with respect to the specific location factors in a region. This
gives an insight into which factors in a region are of strategic importance for
companies.

The “Demographic Risk Map” online tool is

supplemented by the “Demographic Risk Atlas * = saom o,
which contains concise regional and country profiles

for the EU 27. Each profile has a demographic and

an economic section; the former describes the Pemograppic
demographic change in the overall population, and
particularly in the working population, with the help of
new graphics with short explanatory texts. The
demographic location risk is then evaluated
according to the comparative risk concept previously
developed for the demographic risk map. However,
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the experts in Rostock go further than the previous description by interpreting
the results on the basis of underlying factors.

These scientific findings help companies assess their demographic overall risk
in a more individual way. In addition to the external risk assessment, it is also
essential to carry out an internal risk analysis. This is because a thorough
analysis of the specific need for action requires companies to analyse their
external location risk and their internal demographic solution, taking into
consideration their overall strategy. Chapter Il shows a few action fields as
examples suitable for increasing the long-term demographic fithess of a
company. These are linked on the project website
www.demographicchange.info to the relevant solution strategies assumed by
companies.

Module 3: Activate the development of specific solu tion strategies

The goal of the third module is to assist companies and relevant stakeholders
to develop specific solution strategies and projects on the basis of their need
for action in response to demographic change (Module 2).

The third module is centred around the Solution Workshops which process
concrete inquiries from companies and stakeholders. The Laboratory brings
together a panel of specially selected experts on the relevant issues to help
companies develop appropriate solution strategies. Previous solution
workshops have looked at aspects including methodology and the applicability
of the scientific study results (Module 2), the relevance of the new data for
strategic corporate units such as human resources and investor relations, the
political activities of the relevant federal government departments, and the
importance of demographic change for the financial markets.

The Laboratory also maintains a network of demographic experts  from the
scientific, business and political communities, and arranges relevant contacts
upon request. A solution collection compiles the solution approaches of
companies, and is therefore a pool of ideas available to other companies to
promote the creation of their own projects.

Demographic Risk Atlas Expert network
Demographic Risk Map Solution workshop
Action fields Best practices
Dialogue workshop
Dialogue forum Key note promotion
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[ll. Demographic change and human resource
policy action fields

Demographic change in itself is not yet a risk for companies, but it is a
challenge which also includes specific opportunities. To find these
opportunities it is first necessary to precisely analyse the external changes.
This is important because the interaction of demographic change with political,
economic and cultural conditions is an essential first step for revealing how
ageing and shrinking can have an effect on specific location factors in a
region, and where this gives rise to specific opportunities and risks.

The following procedure is followed to determine the future relative risk with
respect to the location factor “labour supply”, i.e. the extent to which the
availability of workforce in a region is a risk or an opportunity compared to
other regions:

Dem. Location
Change factors

Contextual
factors

The age-specific participation ratio of the
regional population in the job market is initially
determined for the 2004 reference year, and
then supplemented by information on the age-
specific working hours per week (location
factor ). The next step is to analyse how the size
of the specific age groups will change in future
(e.g. up to 2030) in response to demographic
changes: ageing and growth/shrinking of the
regional population (demographic factor ).
Integrating these two factors (demloc factor ) provides an initial rough
estimate of the approximate labour supply in the region in the year of interest.*

To further improve the validity and accuracy of this assessment, calculating
the risk value also incorporates the influence of the main contextual factors
determined on the basis of expert interviews. In the case of the location factor
“labour supply”, this includes “female part-time work”, “unemployment of
women and elderly compared to the general unemployment in their age
group”, as well as “accessible population in a region”. A large proportion of
women with part-time jobs for instance indicates potential for encouraging
more women to join the job market in future. The same applies to regions in
which the unemployment ratio of women and elderly is currently very high.
There are additional possibilities here of deliberately boosting the availability
of labour in future by integrating these population groups. If a region is easily
accessible, this also boosts the chances of easily increasing the regional
availability of workforce in future and of anchoring the existing workforce more
easily to a region — aspects which have been rated positively, i.e. as an
opportunity, and which need to be incorporated in the risk factor.

The risk value per location factor is then shown on a scale of -5 to +5 which
indicates a relative risk or a relative opportunity for a region with respect to
this specific location factor. The overall regional demographic location risk
provides information on the size of the demographic risk overall in a region. It
is calculated as an arithmetic average of the four location risks per region and
therefore also varies from -5 (strong risk) to +5 (strong opportunity).

*The calculation assumes that the age-specific participation ratio in the job market of the population
remains the same as in 2004.
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The study by the Rostock Center gives companies access to data to assess in
detail their external demographic risk in specific regions with respect to the
four location factors, and to compare them with the external risks in other
regions. To determine their own overall risk, it is important for companies to
carry out an internal risk analysis and to combine both results. An overall
evaluation of the company-specific opportunities and risks can only be
conducted when considering the strategic orientation of the company and
carrying out a detailed analysis of the structure of its own workforce.

Two categories of risk can be generally expected for a specific company on
the basis of demographic change: a capacity risk and a productivity risk.

The capacity risk describes the extent to which a company is exposed to the
risk of no longer being able to satisfy its human resource needs in future
(quantitatively and qualitatively). The capacity risk therefore largely depends
on the external development of the job market (labour supply and human
capital), as well as being strongly influenced by the strategic orientation and
human resource structure of a company. A shrinkage in the labour supply to a
company for example represents a considerable risk when it is pursuing a
growth strategy. This risk is exacerbated further if the company has an older
than average workforce. Companies who intend to maintain rather than
increase the size of their workforce are less affected by this change, whilst
companies who intend to downsize their workforce are initially completely
unaffected by this factor. Strategic human resource planning and structural
analysis is an urgent priority to estimate this capacity risk early on. Other
action fields in which companies can become active to reduce their capacity
risks in the long term are: positioning themselves as an attractive employer,
implementing sustainable recruitment policies, providing sustainable training,
and making a local contribution and commitment to the training sector. A
sophisticated qualification and human resource development programme, as
well as professional knowledge management between the generations, can
also make a valuable contribution to increasing the qualification status of the
workforce. An additional spin-off is enabling employees to be used more
flexibly and in more varied ways in the future.

The productivity risk  describes the extent to which a company is exposed to
the risk in the future of no longer being able to generate competitive output in
relation to its costs. An important prerequisite for competitiveness is the
regular development of innovations. Studies have shown that there is a
decline in the physical performance of older employees. In addition,
decreasing openness to new ideas, reduced flexibility, and less willingness to
learn are directly correlated to an increase in the average age of the human
resources (Source: Jacobs Center for Lifelong Learning and Institutional
Development). The employability of the workforce must therefore not merely
be maintained with respect to physical as well as mental parameters, but also
be continually improved. Evaluating the risk associated with the ageing of a
workforce depends on detailed analysis of the company-specific age structure
in specific departments and disciplines. Action fields which a company can
implement to reduce their productivity risk in the long term are: enhancing
work organisation and structures, establishing health management, setting up
performance management schemes, continually investing in qualifications and
human resources development, as well as co-operating with external scientific
and educational establishments. Another essential aspect for safeguarding
productivity in the long term is having employees take on responsibility
themselves for their long-term employability. A favourable environment to
promote this aspect can be created by installing an appropriate corporate
culture.
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The action fields shown below highlight various activities which can help
companies prepare themselves in a focused way to tackle the challenges of
“demographic change”, and to convert certain risks into opportunities in the
long term. Solution approaches taken from practical examples act as an ideas
pool for how action fields can be implemented in concrete situations.

Strategic human resource planning

Forecast shortages in the availability of labour in the job market and the
shortfall in critical skills are already the main motivation today for companies
to invest in medium to long-term human resource planning. Human resource
planning tuned to corporate strategy is therefore a prerequisite for all other
human resource action fields. Companies which succeed early on in
identifying the regions and disciplines in which they can expect shortages in
human capital in the future have an opportunity to implement appropriate
compensation strategies to reduce their capacity risks and productivity risks.

Measures must be found here of describing the dynamic and highly complex
interactions between business and human resource processes within an
integrated model.

To avoid a shortage of certain qualifications in some regions, strategic human
resource planning needs to be in a position to predict the medium-term needs
in aggregated form in agreement with the segment and location planning. It is
just as feasible here to categorise aspects according to job families, or to
predict the need for specific qualifications such as technical training diplomas,
university degrees, etc. Extrapolating the status quo taking into consideration
different developments helps identify at what time age related aspects can be
expected to lead to an increased loss of employees. Orienting other human
resource policy activities — such as acquisition and qualification measures — to
needs at the right time is only possible by comparing the medium to long-term
needs with the status quo. Strategic human resource planning therefore also
needs to include the definition of training capacities and planning the demand
for university graduates.

The fact that the loss of an employee with many years of experience cannot
be quickly made good by someone who is only given a short period to get up
to speed, highlights the importance of medium-term replacement planning and
company-specific career path to maintain corporate productivity.

Employer branding: positioning as an attractive
employer

There is already a tangible shortage of highly qualified employees in certain
regions and professions. Positioning as an attractive employer in external job

markets can therefore become a crucial success factor because of the rising
shortage of highly qualified employees.

Attractive employers will find it easier to win the “war for talents” they need
and to reduce their capacity risks in this way. This makes it necessary for
companies to be well informed about the preferences and needs of their
specific target groups. Bringing the company and its commitments to
employees in line with these requirements is an urgent priority. A company
must also remain authentic at the same time and clearly set itself apart from
its most serious competitors in the job market.
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Setting up a strong employer brand is a long-term process. Generating a
consistent image as an employer, and continuously further developing this
image, are crucial factors. It is also important at the same time to concentrate
on a few key aspects and values, and to clearly communicate the resulting
benefits for the target groups the company has identified.

By establishing a strong employer brand, the company can attract a larger
number of potential job candidates. The clear positioning of an employer also
makes it possible for applicants to assess at an early stage whether the
employer is the type of company they are looking for. This enables the profile
of the applicants to be more closely matched to the needs of the company,
and also boosts the efficiency and effectiveness of the overall recruitment
process for the necessary human capital.

In the case of target groups who have not been adequately integrated within
the job market so far, e.g. women with young children, workers with an
immigration background, as well as older workers, specific programmes and
services should be developed which are more closely matched to their needs.
For instance, attractive offers which enable the contrasting needs of jobs and
families to be harmonised better are becoming more and more important to
make it possible to broaden the spectrum of potential employees and to cater
to a company’s specific long-term needs in a more optimised way.

This is significant because employee loyalty will become a key factor in
human resource strategies in future. To bind existing employees to one’s own
company in the long term means permanently satisfying their needs. This can
only be done by first analysing the needs of the employees and what they
expect from their employer, and for the company to tangibly satisfy these
needs. For instance, providing a wide range of further education courses, and
promoting moves between departments and regions can be a valuable
approach if there is a strong employee demand for further career
development. Emotional aspects such as the fostering of pride and
commitment can also be continuously promoted by strengthening employee
integration and implementing creative concepts.

Training, qualification and human resource developm ent

To ensure that companies can remain productive and generate innovations in
future even with workforces with an increasing average age, companies must
continuously promote the mental and intellectual fitness of their employees.

Lifelong learning has already been on the public agenda for a long time, but
there are still only a few companies who provide their employees with the
tools and methods needed to realise this aim.

With the raising of the pension age and an associated increase in working
lifetimes, more diverse and flexible lifelong learning models and concepts in
particular will become more significant here when they enable employees,
even in the latter stages of their working lives, to continue to learn by
acquiring additional qualifications, or take part in training courses or even
study.

People who have not undergone any vocational training for a long time will
find it more difficult to re-enter the learning process than those who have not
been “weaned-off learning”. The development of customised learning
strategies must be supported in a target-group-specific manner. Older
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employees have different learning patterns than younger people. The
development and application of target-group-specific didactics and
methodologies is therefore recommended as part of human resource
development measures — ideally by integrating empirical knowledge and new
knowledge.

The continuous further qualification and further development of employees
enhances the quality of the human capital and therefore also the innovation
power of a company. In the long term, this also makes the company’s
employees more flexibly employable — which benefits a company’s own
productivity and flexibility.

To ensure that tomorrow’s workforce continues to be highly qualified requires
sustainable investment in training and education. Seen in the context of long-
term replacement planning in particular, it can be of great significance in the
light of the future retirement of sections of the workforce of above average age
to have sustainable — i.e. continuous — further training strategies in place
even during times when no such need can be identified over the short term.

Know-how transfer

Productivity and the ability to innovate are inextricably linked with the
knowledge and competence of employees, and the willingness to transfer this
knowledge. Innovations are usually generated by an interaction of the
empirical knowledge of long-running employees and the new technological
know-how of universities and research institutes.

Demographic change makes the acquisition of new knowledge and the
maintenance of knowledge in the light of the expected “pension retirees” one
of the key issues for the preservation of innovation strength. The more
complex the work processes and cross-linking within a company, the more
difficult it is to document the “subjective action know-how” also known as
“empirical knowledge” present within a company. Managers and human
resource officers therefore need to support the acquisition of knowledge and
the transfer of knowledge between employees, and particularly between the
generations. Mutual and unbiased “learning from one another” is an aspect
which should therefore play an important role when deploying employees. To
preserve the know-how of experienced employees, it is therefore necessary
for the expertise which is critical for success to be transferred from generation
to generation — which can be realised in teams with mixed age groups, as well
as by way of mentoring programmes. Tandem working or team work in
suitable projects is the most effective and efficient way for new staff and long-
running employees to support each other with their specific knowledge and
skills, as well as transfer important empirical knowledge, and therefore to
ensure that the company can continue to benefit from it in the long term. In
addition, specific job rotation schemes not only promote the development of
the competence of experienced employees, but also assist the systematic
transfer of knowledge between departments.

Regional commitment

Networking with external resources, and co-operation with educational
establishments, play an increasing role in supporting in-house measures to
safeguard access to adequate human capital.
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Co-operating with schools (e.g. offering internships, providing teaching and
learning tools, engaging in dialogue with teachers etc.) can help companies to
give an insight into careers, improve motivation and enhance interest in
training. Supporting regional youth work financially can also help open the
door to young people with the right potential who are actively seeking training
opportunities. In addition, various forms of university sponsorship (such as
organising visiting lecturers, or funding university chairs) can play a part in
ensuring the fresh flow of new knowledge into a company and improving the
training of future employees.

An aspect of attractive regions is that they are also attractive places for
managers to live. When management applicants apply to companies they are
not only interested in the company itself: an attractive environment is also part
of their personal decision making agenda. Investment in cultural and regional
development projects is therefore also valuable in the context of attracting
international managers.

A crucial aspect in maintaining the productivity of employees until they retire is
frequently also a question of meaningful alternatives at the end of their
working lives. Promoting the involvement of employees in voluntary work in
the region can be an important element in meaningfully and productively
fashioning the transition from work to retirement, at the same time as
supporting non-profit organisations. During times of demographic change,
companies can make an important contribution here by the material
enrichment of the intergenerational contract, and creating a foundation for the
positive co-existence of the generations.

By sponsoring regional educational projects and co-operating with regional
research institutes, companies not only diminish their own risks, but also
satisfy their social responsibility for sustainable development. Investment in
education is therefore not only socially valuable, but also economically
profitable.

Health management

A significant increase in stress and mental illness can already be observed in
today’'s society. This is expected to rise further in coming years (source: Die
Welt; WHO). Although the frequency of the number of occasions when an
employee is off sick is virtually the same amongst young employees and
those over 50, older employees usually take longer periods of sick leave on
average than their younger colleagues. A rise in the average age of the
workforce is therefore associated with a higher risk of an increase in the
average length of sick leave — with an associated negative effect on
productivity. Human resource management therefore has the task of
motivating employees to accept responsibility for the maintenance of their own
employability. At the same time, companies must also make an active
contribution themselves to the systematic prevention of illnesses and the
promotion of health by making suitable educational schemes available.

Targeted education and advice can make employees aware of specific health
threats and motivate them to do more to stay healthy. Exercise offers,
initiatives to promote healthy eating habits, as well as voluntary medical
examinations, are additional ways of boosting the motivation and self-initiative
of the workforce. Managers also play a key role in company health
management because they are a particularly high risk group themselves and
because of their positions as role models and their active involvement in
influencing the working conditions.
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Job organisation and composition

Care should also be taken to promote the employability of workforce in the
long term by employing staff in accordance with their needs, and ensuring the
age-oriented configuration of working conditions. Company workplace
inspections and working hours checks are a centralised means of identifying
associated areas with improvement potential. Older staff often have higher
levels of emotional stability, reliability, everyday knowledge, and empirical
knowledge than younger employees. These skills should be harnessed. Large
differences between individuals are found in those areas which are usually
subject to modification even up to a ripe old age, such as physical strength,
flexibility, willingness to learn and openness for new ideas. A “fit” 65-year-old
employee can thus be just as physically and mentally healthy as a “normal”
young employee (source: Jacobs Center for Lifelong Learning and Institutional
Development). Whilst one of the first steps involves identifying and reducing
the activities and requirements with critical age factors in each department, a
second step involves making decisions on an individual basis of which
employee can be deployed best in which position.

Performance Management

The performance of the employees is a vital prerequisite for maintaining the
high productivity of a company. Maintaining this aspect in the light of an
ageing workforce, at the same time as ensuring that human resource costs
remain competitive, are the key challenges facing performance management.

The configuration of pay systems is based to a large degree on market-
oriented wage levels as well as the preference structure of the employees.
Depending on their age and personal situation, employees have certain
expectations which need to be taken into consideration by the employer in the
context of pay and additional benefits, not to mention the issue of work-life-
balance.

Whilst higher salary components may be particularly attractive to young single
graduates, another employee with family obligations may place greater value
on flexible working hours and pension options. To satisfy the different value
systems and thus the related expectations of employees in all age groups and
personal situations, companies are advised to offer a mix of remuneration
components, pensions and additional benefits adjusted to individual needs.
Flexible working time models also enhance the job satisfaction and motivation
of employees — with a long-term positive effect on productivity.

New laws have also changed the conditions affecting employers and
employees with respect to pensions: because of the smaller pensions that
people can now expect in the future, employees are becoming more
interested in company pensions to fill the gap. To balance out the different
interests between employees and companies, more intense use can be made
in future of variable remuneration components to top up company pension
schemes. Employers in turn are looking more strongly at outsourcing the
financing of these systems. The conversion to a contribution-oriented system
for instance can make it easier for companies to plan their obligations in this
regard.

The rise in the age at which people are entitled to a state pension, as well as
the cancellation of state-funded instruments to finance the gradual transition
from full occupation to retirement, will raise the need for alternative models.
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Early and flexible provisions, such as time and value accounts, provide
companies with a number of options to manage this aspect.

In addition, innovative performance management systems should also be able
to make allowance for changes in people’s earnings levels which are
increasingly characterised by “jumps” (e.g. horizontal career development or
giving up managerial responsibilities) and “gaps” (e.g. interruptions as a result
of parental leave).

Culture management / Diversity

Productivity is significantly influenced by more than just objective working
conditions and the associated working environment. The productivity and
willingness of employees to work is also significantly affected by how
employees are valued by their managers, as well as whether employees treat
one another with respect and a lack of bias. Scientific studies reveal that the
productivity of older employees in particular can be very strongly influenced by
the behaviour of managers. Companies have an opportunity of profiting from
the in-depth experience and skills of all generations by promoting a culture in
which experience is used as a sounding board for new ideas, and diversity is
seen as a factor benefiting the overall system. Management board members
and senior officers play a key role here in defining the corporate culture.
Against the background of demographic change, support should be given
particularly to a greater understanding of the potential differences in values
and experience with respect to work and employers by implementing the
appropriate communication measures. Corporate culture can be permanently
further developed in this regard by implementing these “guidelines” in all HR
policy processes. In addition, the unlocking and active support of employee
initiatives and networks helps create an environment of mutual understanding,
and bring the meaning of diversity alive.
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Thomas Koenen, Head of Office
Telephone: +49 (0)30 2028-1552
t.koenen@econsense.de

BASF SE

Dr. Anja Diull, HR Strategy
Telephone: +49 (0)621 60-20584
anja.duell@basf.com

Evonik Industries AG

Renate Lenssen, HR Social Policy & Affairs
Telephone: +49 (0)201 177 - 4358
renate.lenssen@evonik.com

SAP AG

Heidrun Kleefeld, HR Center of Excellence Organizational Effectiveness
Telephone: +49 (0)6227 - 76 05 86

heidrun.kleefeld@sap.com

Additional information and new results are continua lly available at
www.demographicchange.info.
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