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Reinventing Retirement
in an Age of Longevity

by Simon Chan | Adapt With Intent and Michelle Oram, CEBS | Manulife

2023 survey of global CEOs revealed that 40% fear
that their organizations will not be economically vi-
able in ten years. Even more alarming about the re-
sults of PwC’s 26th Annual Global CEO Survey' is the reason
for this fear. More than half (52%) indicate that the global la-
bor shortage is the biggest challenge their organizations face.

The rapid pace of workplace change in recent years has
introduced unprecedented challenges for employers around
the world. Changing workforce demographics, largely driv-
en by an aging workforce, have resulted in never-before-
seen talent shortages in all economic sectors. The loss of
knowledge and experience as older workers retire in large
numbers could have devastating impacts for employers that
hold on to traditional views of retirement and talent man-
agement.

Despite the dire predictions in the PwC survey, increased
longevity presents an opportunity for employers. Employers
that act now to transform their approach to retirement and
talent management can build resilient organizations that will
be well-positioned to navigate the complex and ambiguous
future of work.

Capitalizing on changing workplace demographics can
create a mutually beneficial situation for employers and em-
ployees in a world of increased longevity. Organizations that

find the right approach could be the employers of choice in
the workplace of the future.

Flipping the Script on Retirement

As those born toward the end of the Baby Boom genera-
tion approach the age when many expect them to retire, it’s
no surprise to see Boomers redefining life in their later years.
Many are rejecting age stereotypes perpetuated by media and

AT A GLANCE

e |ncreased longevity means that a 65-year-old Canadian or
American can expect to live at least another 20 years. This
likely creates a need to rethink traditional views about the
proper goals of retirement.

e A downfall of traditional retirement planning is that people
underestimate their longevity and the amount they need to
save. Retirees need a comprehensive plan that also consid-
ers health, lifestyle and social aspects.

e Employers that help employees navigate and adjust to re-
tirement in an age of increased longevity will have a leg up
in the war for talent. Transforming to an age-friendly work-
place requires policy changes in several areas, including of-
fering creative workforce models and flexible arrangements.

fourth quarter 2023 benefits quarterly



advertisers that portray older people as
a burden on society. Instead, they are
embracing the freedom of leaving their
primary career behind and reimagin-
ing what's next.

Increased longevity means that
those leaving the workforce today face
many more years in retirement than
previous generations. A 65-year-old
Canadian? or American® can expect to
live at least another 20 years.

A look at the history of retirement
reveals that it didn’t exist prior to the
early 20th century, when life expectan-
cy at birth was less than 50 years. Gov-
ernment pension programs were estab-
lished at a time when few people lived
to 65, and those who did collected their
pensions for only a few years. Despite
increases in longevity, retirement at 65
remains the cornerstone of retirement
planning conversations.

Today’s workers have been condi-
tioned to believe that a three-stage life
model is the norm. The three-stage
model involves a 20-to-25-year period
of learning, followed by a 35-to-40-year
period of work, and then a period of re-
tirement lasting 20 or more years.

In a world with increased longevity,
this three-stage model of learning, work,
retirement may no longer be practical.
A new model has emerged involving a
post-primary career period of work as
individuals transition toward full retire-
ment. This new learning, work, post-
primary career, retirement model can
set workers up to make the most of an
exciting stage of life while helping em-
ployers manage their talent pool.

In the future, many experts foresee
careers that will last 60 years or more,
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Transitioning to this new model
means that employees and their em-
ployers may need to rethink traditional
views of retirement and the approach
to the second half of life. Following is a
discussion of the pitfalls of these tradi-

tional views.

Full-Stop Retirement at 65

A downfall of traditional retirement
planning is that people underestimate
their longevity and the amount they need
to save. The view of a full-stop retirement
at age 65 was put in place at a time when
life expectancy was much lower. Over the
last century, life expectancy in the United

States and other western countries has in-
creased by 30 or more years. At the same
time, defined benefit retirement plans
have largely been replaced by defined
contribution plans. Its becoming clear
that saving enough to fund 30 or more
years of retirement from 40 years of work
may not be feasible for most workers.

In his book Victory Lap Retirement,
Mike Drak introduced the notion of
a period of work after an individual
leaves their primary career:

After leaving your primary career
and entering the Victory Lap, you
need to feel that you still matter,
that youre not invisible to the
world but are still contributing to
society in some form.?



This “victory lap” provides additional income but, more
importantly, gives a sense of purpose that can help an indi-
vidual transition to full retirement.

Working in retirement has typically been viewed as a
negative—a reflection of an individual’s failure to save and
plan appropriately. However, more preretirees than ever
are embracing the idea of some form of paid work in their
retirement years. A survey by Edward Jones and Age Wave
reported that 74% of preretirees would consider working in
retirement and 68% are interested in phasing gradually into
retirement. Staying mentally active is the No. 1 benefit of
working in retirement cited in the survey, followed by offer-
ing supplementary income.®

Having Enough Money Will
Deliver a Successful Retirement

For many years, the retirement and financial services in-
dustry has focused solely on the money side of retirement.
The key message is that having enough money will lead to a
happy retirement.

Money is a critical piece of having the financial indepen-
dence to take advantage of late-career flexibility, but money
alone is no guarantee of a happy retirement. After a lifetime
spent building a career and raising a family, many retirees
struggle to replace the purpose and social connections they
got from their work.

To retire successfully, today’s retirees need a comprehen-
sive retirement plan that considers health, lifestyle and social
aspects in addition to finances. Contrary to popular belief,
retirement will not magically solve an individual’s problems.
Without adequate planning, retirement may, in fact, lead to
new problems. Boredom, isolation and lack of purpose are
some of the biggest threats to physical and mental health in
retirement.’”

Retirement Is a Time to Rest and Relax

McKinsey’s 2023 Global Health Aging Survey shows that
individuals age 55 and older who engage in volunteering,
education and community activities reported higher levels
of good or very good health than those who didn’t. The sur-
vey also found that purpose, lifelong learning, volunteering

and meaningful connections were most important to an in-

dividual’s perceived health.®? With today’s workers living lon-
ger, healthier lives, the idea of a period of rest and relaxation
lasting for 25 to 30 years is no longer appealing.

Unlike their parents’ generation, more and more individ-
uals are looking at this time of life as a new beginning—an
opportunity to reinvent themselves and use the skills they
gained in their primary career in a different way. The 2022
Edward Jones and Age Wave report found that 54% of retir-
ees in Canada and the U.S. look at retirement as a new chap-
ter in life, rather than a time to rest and relax.’

The Entire Retirement Period Is Homogeneous

Advertising portrays retirement as an endless period of
leisure, travel and living the good life. This story ignores the
health and lifestyle changes that take place during retirement.

To help retirees understand how spending patterns will
change during retirement, many financial planners refer
to the go-go, slow-go and no-go years. Similarly, the 2022
Edward Jones and Age Wave report proposes a four-stage
model of retirement that starts with anticipation in the ten-
year period leading up to retirement, followed by liberation/
disorientation in the period immediately following retire-
ment, then a period of reinvention and, finally, reflection/
resolution.?

Both models acknowledge that, for most, retirement
includes a period of adjustment, followed by a time of dis-
covery and new experiences, and then by a slower period of
reflection.

A holistic approach to retirement planning addresses the
emotional and practical aspects of retirement, along with fi-
nancial planning to match income and lifestyle needs.

Adopting a Positive Mindset Toward Aging

All these changes point to a need to flip the script and
transform perceptions of retirement and aging. Shifting
mindsets can turn this into a period of opportunity rather
than a time when the best years are in the past.

The first mindset shift relates to attitudes on aging. In-
stead of seeing the retirement years as an inevitable period
of decline and poor health, embracing a positive outlook on
aging impacts how long and how well an individual lives. In
her book Breaking the Age Code, Becca Levy reports that a
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positive view of aging can increase life
expectancy by seven and a half years.

The second mindset shift requires
individuals to redefine how they mea-
sure success. Job title and salary are
the key measures of success during a
person’s primary career. In the post-
primary-career and retirement period,
success can be defined based on the im-
pact and the legacy they will leave.

With the right tools and mindset,
this time of life can be a period of end-
less opportunities for creativity and ex-
ploration. But most employees are not
able to do this alone. They will need
help.

Success will likely depend on employ-
ers also adopting a different mindset.

Shifting Employer Mindsets to
Find New Hidden Talent Pools

Employers are in a unique position
to help employees navigate and adjust
to retirement in an age of increased
longevity. Those that do it successfully
will have a clear advantage in the war
for talent.

Embracing the opportunities pre-
sented by increased longevity can help
employers to address current work-
force challenges. Transforming to an
age-friendly workplace will require em-
ployers to consider policy changes that:

« Offer creative workforce models

and flexible arrangements

o Embrace the opportunities of a

multigenerational workplace

« Offer holistic retirement plan-

ning services

o Include age in diversity, equity

and inclusion (DEI) policies

o Rethink benefit plans.
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Offer Creative Workforce Models
and Flexible Arrangements

Older workers represent an un-
tapped pipeline of talent to help em-
ployers address their labor shortages,
but many older workers are seeking
flexible alternatives to traditional full-
time employment.'!

To engage and retain the wisdom
and experience of these workers, em-
ployers should review their policies re-
lated to workplace flexibility. Providing
opportunities for part-time, freelance,
hybrid or remote work as well as work-
cations (combining remote work and
travel) can help retain the wisdom of
more experienced workers.

Phased retirement programs, a solu-
tion that has been around for decades,
allow employees to gradually reduce
their hours of work in the period lead-
ing up to retirement (either before or
after age 65). Some workers may be
interested in phased retirement prior
to turning 65, and others may wish to
start the phased approach later in years.
The 2023 Edward Jones and Age Wave

report reveals that 68% of workers ap-
proaching retirement age would prefer
a gradual transition.

Embrace the Opportunities
of a Multigenerational Workplace
Despite evidence to the contrary,
many employers fail to see the full value
of their older, more experienced work-
ers. AARP reports that 77% of younger
workers say having older colleagues cre-
ates an opportunity to learn new skills,
and 69% say older workers make the
work environment more productive.'?
In his book From Strength to
Strength: Finding Success, Happiness,
and Deep Purpose in the Second Half of
Life, Arthur C. Brooks discusses how
the crystallized intelligence that older
workers bring to the workplace differs
from the fluid intelligence of younger
workers. The concept of crystallized
and fluid intelligence was first identified
by psychologist Raymond B. Cattell in
1963. Brooks explained Cattell's view:"
Cattell himself described the two
intelligences in this way: '[Fluid

The Case for Change

80%

of older workers have
seen or experienced
age discrimination
at work

69%

of preretirees want
a gradual transition
from work

68%

of younger workers say
older workers make
the work environment
more productive



intelligence] is conceptualized as the decontextualized
ability to solve abstract problems, while crystallized in-
telligence represents a persons knowledge gained during
life by acculturation and learning.” Translation: When
you are young, you have raw smarts; when you are old,
you have wisdom. When you are young, you can gener-
ate lots of facts; when you are old, you know what they
mean and how to use them.

Mentorship and training programs that facilitate knowl-
edge transfer and give employees of different generations
opportunities to work together are an important first step
toward an age-inclusive workplace that capitalizes on the
crystallized intelligence of older workers. The best programs
acknowledge the bi-directional value of mentorship. Each
generation brings unique strengths, and employees of all
generations can learn from each other.

Offer Proactive and Holistic Retirement Planning

Traditional retirement planning has focused only on the
financial aspects of retirement. A broader range of holistic
planning solutions will better prepare employees for the
emotional and practical aspects of retirement, along with
financial planning to match income and lifestyle needs. Some
employers are recognizing this as a necessity. Notably, the
University of Denver recently launched a noncredit course
focusing on the emotional impact of retirement.*

Offering a full suite of planning services, including life-
style planning, financial planning and career transition ser-
vices, will demonstrate a culture that values and respects
older workers.

Include Age Diversity in DEI Initiatives

In a time when many employers are putting increased em-
phasis on DEI only 8% of employers include age diversity in
their DEI initiatives.'* Further, a 2022 AARP survey revealed
that nearly 80% of older employees had seen or experienced
age discrimination in the workplace.'®

Creating a workplace that is welcoming to older workers
means employers may need to rethink their current biases.
These workers bring much-needed wisdom and experience
to the workplace, and many common stereotypes and biases
simply are not true. In Breaking the Age Code, Becca Levy

presents evidence to debunk negative age stereotypes. Older
workers take fewer days off for sickness, have a strong work
ethic, and are creative and innovative. And, despite their rep-
utation for being technologically challenged, older workers
have demonstrated the ability to adapt to, learn and invent
new technology.’

Rethink Benefit and Retirement Plans

Benefits could be a key factor in attracting older workers to
an organization and retaining existing experienced workers.

Most benefits and retirement plans were designed for
a full-time workforce where people retire at age 65. Many
plans still end coverage at age 65 despite successful court
challenges upholding workers™ rights to benefits beyond
that age."”

The new retirement is an opportunity for employers to re-
think their benefits programs, considering benefits for part-
time employees and workers over 65, and expanding taxable
spending accounts to cover additional planning and transi-
tion services.

The Future of Work and Retirement Is Here

Companies that adopt an age-friendly culture will be well-
positioned to navigate the future of work and retirement. The
future is here now.

For decades, experts have predicted labor shortages due
to aging populations in western countries. Recent social and
technological developments have simply accelerated the pace
of change. The pandemic introduced new ways of working
and enabled the ability for employees to work in a more frac-
tional and global way.

The pandemic also led many workers to pause and rethink
their future. Many workers over 55 chose to retire, reversing
a long-term trend toward increased labor force participation
among older workers. However, recent numbers show that
this trend may be reversing. Projections released by the U.S.
Bureau of Labor Statistics predict labor force participation of
39.6% in the 65 to 69 age group by 2030 and a participation
rate of 23.8% in the 70 to 74 age group.'® The United King-
dom government is targeting pandemic retirees and taking
steps to lure those who retired early back to the workplace to
address labor shortages."
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The future of work and retirement
is already here and is gaining traction.
Retirement is just one of many life stag-
es and transitions that will be impacted
by increased longevity. Many countries
and top research institutions are think-
ing toward the future and how best to
adapt to the new realities and oppor-
tunities offered by a 100-year life. The
Stanford Center on Longevity’s report
The New Map of Life proposes changes
to address the impact of increased lon-
gevity on individuals, workplaces, edu-
cation systems and communities.

Reinventing Retirement—
A Mutually Beneficial Proposition
The current labor shortage and
workplace demographic changes are
not temporary. This is the new reality
that employers and employees are fac-
ing. All the evidence clearly points to
capturing the value of older workers
as well as rethinking mindsets around
aging and retirement as potential solu-
tions to attract and retain talent.
Embracing the new view of retire-
ment and creating age-friendly work-
places has the potential to create a
win-win for employers and employees.
Adopting these changes is expected to
lead to:
o Increased financial and emo-
tional well-being for workers
« Unlocked workforce potential and
coordinated knowledge retention
o Enhanced employee experience
and brand
o Greater innovation and produc-
tivity through diversity
+ More resilient workplaces and

communities.
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Organizational success and viability
in the future will depend on all par-
ties—employers, employees, financial
advisors—adjusting their mindsets to
embrace the opportunities presented
by changing demographics and trends.

The future of work and retirement is
now. Are your organization and its em-

ployees ready? B}
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