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“Older workers in a changing world”

Thank you Alan [Pickering] for that introduction. And thank you for inviting me to give this lecture.

It’s great to see so many of you here this evening. I welcome the opportunity to put the TUC’s view on older workers in a changing world.

Though I’ve got a bit of a confession to make. As someone who turned 56 earlier in the year, I do have a personal as well as a professional interest in this particular issue . . .

Let me begin by saying how much the TUC values the work of the Life Academy, and before it the Pre Retirement Association. Not just providing a much-needed voice for older workers – but persuading politicians, policymakers and employers to listen to it.

We in the trade union movement certainly share many of the same objectives as you, and we look forward to working in partnership in the months and years ahead.

And make no mistake. The issue of employment for older workers is one of the most important facing Britain in a world that is changing fast.

Where globalisation is reshaping our economy, with the free movement of capital increasingly mirrored by the free movement of labour.

Where labour markets are unrecognisable from even a decade ago, with more jobs at the top, more at the bottom and fewer in the middle.

And where work itself is in a state of flux, with the decline of the nine-to-five permanent job and rise of temporary, agency and contract working.

Indeed I believe the issue of older workers cuts right across so many of our contemporary debates.

How we make our economy more competitive. How we provide opportunity for all at a time when social mobility is in decline. And ​– crucially – how we fund a new pensions settlement in a society that is ageing rapidly, where the ratio of workers to pensioners is falling all the time, and where millions of people are sitting on a mountain of debt.

My argument tonight is this. Britain can only rise to these great challenges if we provide genuine choice for older workers.

That means decent employment opportunities for those who want them – delivered in a flexible and imaginative way – alongside security in retirement for those who do not.

The TUC believes the former is fundamentally and inextricably linked to the latter. This is a circle that can be squared. We have a huge army of people in their 50s, 60s and even 70s who are ready, willing and able to work – but who are currently being denied the opportunity to do so.

If we can unlock this huge economic resource – if we can tap into this vast pool of talent ​– we will go a long way to being able to finance decent pensions for all. 

None of us lose sight of the fact that while there are millions of older workers who want to participate in the labour market, not everybody wants to work into old age – or can work into old age.

Nor should we ever forget those people on low incomes, or with minimal pensions, who currently have no option but to go on working – among them a disproportionate number of women.

That’s why we need an intelligent response from government. Not a haphazard series of initiatives – but a coherent strategy to deliver greater choice for all workers as they approach retirement.

And with life expectancy increasing, with large numbers of the baby boom generation about to retire, and with a labour market that numbers fewer than half the population, this needs to happen now – not in five or ten years’ time.

According to recent research from the OECD, the number of retirees per worker in member countries will double by the middle of this century. That is a reality we have to get to grips with today.

Because if left unchecked, it’s something that will threaten living standards, put enormous pressure on social welfare systems, and have huge ramifications for the public finances.

So for any number of reasons, older workers need to become an urgent political priority.

And this is certainly a opportune time to be having this debate. Last year saw publication of two White Papers, one on pensions reform, the other on personal accounts – both taking the Turner agenda forward – alongside the new regulations outlawing age discrimination.

And this year, we’ve seen an intense national discussion about the role immigration plays within our economy, which, if anything, has served to underline the importance of expanding the workforce in our ageing society.

So today, I want to cover two key themes. First – to set out how we provide decent pensions and security in retirement for all. And second – more expansively – to explain what we need to do to make high-quality employment available to older workers who want to remain economically active.

As I’ve indicated, for the TUC these are two sides of the same coin: you cannot consider one without reference to the other.

So let me start by discussing the pensions challenge.

I think we’re all familiar with the scale of the task that confronts all of us: workers, employers and government alike. The increase in life expectancy and all the actuarial implications that flow from that. The £57 billion pensions black hole into which 12 million of us who lack adequate provision have fallen. And volatility in global markets, with the growth of hedge funds, private equity and the American sub-prime crisis all causing huge uncertainty. But difficult though they are, these hurdles are not insurmountable.

The TUC believes this government deserves real credit for the way it has conducted the debate about the future of our pensions system.

We think last year’s White Papers have gone a long way to creating a national consensus about the way forward – creating a sustainable pensions system for the long term – and we back most of their recommendations.

We support the proposal to create new Personal Accounts with compulsory employer contributions, reflecting the importance of work-based saving.

We welcome plans to once again uprate the basic state pension in line with earnings growth, though we would like to see this start by 2010 at the latest, not 2012 or even as late as 2015 as could end up being the case.

And we applaud measures to reduce the qualifying period required to gain the full state pension – from 44 years for men and 39 years for women, to 30 years for everyone – something that will hugely benefit people who, for whatever reason, take time out of the labour market.

But – and it is a very big but – we have opposed the plans to increase the state pension age beyond 65. We believe this will be a profoundly regressive step, hitting poorer workers whose life expectancy is already lower than the national average. And we remain unconvinced that workers in manual occupations would have the physical capacity to work beyond 65.

Indeed new figures from the Office for National Statistics show a seven-year gap in the life expectancy of manual and professional workers.

So what are the answers? How do we deliver security in retirement for all?  

Well, the TUC believes that decent pensions are not unaffordable. Yes, we have a population that is ageing rapidly, and yes, life expectancy continues to increase.  None of us can ignore these fundamental demographic realities.

But as the fifth-largest economy in the world – at a time when corporate profitability is at consistently high levels, and the proportion of GDP going to labour is at a historic low – it is not beyond us to finance a more generous pensions settlement, and do so without transferring the tab to future generations.

The TUC believes we need action in three areas. 

First: we’ve got to bite the bullet and spend more on the state pension, which we believe is the cornerstone of our pensions system. More needs to be done for today’s poorest pensioners.

To provide a decent minimum safety net, we believe the state pension needs to rise to £119 for a single person – in line with the current Pension Credit – with immediate effect.

Currently we spend around 6.2 per cent of our GDP on the state pension – a far lower proportion that most of our European neighbours – and this needs to increase significantly.

According to the Pensions Commission, this will climb to around 7.6 per cent in 2050 – still way behind the projected 13.8 per cent in Germany and 14.5 per cent in France.

So we need an open, honest debate about how we bridge this gap.

Second: we’ve got to get occupational pensions back on track.

Employer commitment to decent occupational pensions provision has been in headlong retreat.  Many were happy to take contributions holidays when the going was good – to the tune of £18 billion between 1998 and 2003 alone – but at the first sign of trouble, either closed down defined benefit pensions or prevented new staff from joining them.

As Adair Turner himself remarked of Britain’s pensions shortfall: “the biggest element of this decline is the reduction in the generosity of employer contributions”.

That’s why the TUC believes Personal Accounts – underpinned by compulsory employer contributions – are so important.

Not a substitute for decent occupational schemes, but a default savings plan – universal and work-based – that will plug what are major gaps in current provision.

And third – most fundamental of all – we’ve got to dramatically increase labour market participation among older workers.

As Alan said in his lecture here last year, funding a new pensions settlement, meeting the demographic challenge, isn’t just about pensions reform – it’s also about labour market reform.

Increasing the proportion of workers over 50 who remain in employment, and remain economically active, is absolutely crucial.

As the OECD has argued, we need to do more to make work an attractive and rewarding proposition for the older generation.

And this perhaps a good point to move onto my second and main theme: how we provide employment opportunities for older workers in a world that is changing fast.

I believe this ought to be as much a priority for government as the other great long-term challenges we face, from energy to housing to climate change. Not an after-thought, not a policy add on, but part and parcel of the mainstream economic agenda.

And be in no doubt: the case for action – for radical rather than incremental change – is compelling.

With life expectancy rising, we have no alternative but to learn how to nurture an ageing workforce. Empowering those who want to work longer to be able to do so, encouraging a phased approach to retirement, and incentivising employers to do more both to recruit and retain older staff.

The figures speak for themselves.

By 2016 – less than a decade from now – the number of people under 50 will fall by 2 per cent, while the number aged 50 to 69 will rise by 17 per cent. That is demographic change of seismic proportions.

And think too about the economic dimension. Encouraging labour market participation among older workers is key to this country achieving its long-term target of having 80 per cent of working age people in employment.

And – in turn – that is absolutely central to us being able to afford a new pensions settlement that delivers fairness for all.

Increasing the number of people in the labour market, and contributing taxes, is quite simply the best insurance policy we can take out in an ageing society.

That was the key message in the TUC’s submission to the Turner Commission back in 2005, and indeed one of the core themes his subsequent report.

But while I believe there is an emerging consensus about the importance of increasing the employment rate for older workers, none of us should under-estimate the enormity of the challenge that poses.

Put simply, we have an awful long way to go before we have a labour market that is blind to age. Welcome as last year’s age regulations were, ageism seems to be as deeply engrained within the workplace as it is within wider society.

This year, it’s even made front page news. In the spring we saw the BBC rather unceremoniously ditching some of their older newsreaders, Moira Stuart among them. And this autumn we’ve witnessed the unfortunate spectacle of the Liberal Democrats dumping Ming Campbell because he was deemed to be too old.

As one blogger on the Guardian website rather cruelly put it: “on a snap subconscious judgement, he looks like he wouldn’t be out of place in a wheelchair with a warm tartan blanket wrapped round him”. Or, as the Sun newspaper suggested with characteristic sympathy: “There is no room for pensioners in today’s cut throat politics”. 

Ming Campbell’s treatment is sadly symptomatic of the ageism that is deeply engrained within the fabric of our society. The abuse he suffered – the cartoons of him ascending the podium on a stairlift, speaking with the aid of a zimmer frame – simply would not have been tolerated on the grounds of gender, race, sexuality or disability.

And that’s the key point. We may have come a long way on the equality and diversity agenda – but age, it seems, is the final frontier. In a society which increasingly puts a premium on youth, on Britain being a “young country”, to use Tony Blair’s words – Cool Britannia and all that – it is perhaps inevitable that the older generation have come to feel marginalised.

Add to this a popular discourse littered with offensive terms such as “old giffers”, “codgers” and “coffin dodgers”, and you could say we are a country that systematically devalues its more mature citizens.

And you don’t have to look hard to find the evidence. The National Audit Office has confirmed, for example, that age discrimination remains “a significant problem”.

And research by Age Concern suggests that nearly 30 per cent of the population believe there is now more prejudice against older people than even five years ago.

Pause for a moment to think what all of this means in terms of our labour market – and perceptions of what older workers can and cannot do.

It’s hardly a surprise that polling by MORI has discovered that ageism is the most common form of discrimination at work. Or that a joint study by the CIPD and Chartered Management Institute revealed that almost a quarter of managers admit to discriminating on the basis of age.

Yes, the new age regulations will make a difference, but that won’t happen overnight. As the Employers Forum on Age recently reported, 2,000 claims of age discrimination have been brought to tribunal since the new legislation came into force – and some 16 million people have witnessed age-related prejudice in the past year. 

Change on the statute book, it seems, is one thing. But change where it really counts – in the workplace and in wider society – quite another. 

Ageism, then, remains a massive problem. And the upshot is this. In Britain today, we have a large group of older people who have left employment involuntarily – many having to cope with low incomes, poverty or social exclusion as a result.

Of the two million workers classified as economically inactive, but who want to work, the majority are over 50.

According to research from the Cabinet Office’s Performance and Innovation Unit back in 2000, around 40 per cent of retired men and 20 per cent of retired women left work earlier than expected.

That is a pretty damning statistic. Not just a terrible waste of experience and talent – but a story of lives unfulfilled and aspirations denied.

So how do we move forward? What can government and employers do to break down these age barriers? How can we provide greater choice and opportunity for older workers?

Well, as I suggested earlier, this needs to become a top priority for our politicians. They must recognise that what happens at work can be the driver of change in wider society. That’s why the TUC supports the government’s target to get an extra one million older workers into employment.

But what we need now is action on the ground. Positive policies that cover everything from skills to wellbeing, backed up by proper incentives to encourage employers to do the right thing. 

And it’s worth pointing out that while all of this represents a major challenge, we do have some foundations to build on.

We have a better record of employing older workers than most of our EU neighbours, and our average retirement age of 63 is high by European standards.  As the OECD has recognised, the UK has been “far from complacent” in addressing the barriers faced by older workers.

From the Age Positive campaign to the Code of Practice on Age Diversity in Employment, from the age discrimination legislation to labour market programmes such as New Deal 50 Plus and Experience Works, this is something that has certainly been prominent on the government’s radar.

All this, and more, we welcome. But at the same time, it’s clear we must to do more to provide decent employment opportunities for the large number of people in their 50s and 60s who want to work but still cannot get a foothold in our labour market.

Our record on employing this age group continues to compare unfavourably with many advanced industrial nations – not just the likes of Denmark, Iceland, New Zealand, Norway, Switzerland and Sweden, but also Japan and the United States.

So we simply have to raise our game.

That, of course, is where the concept of age management comes in. Something the government should be promoting – and employers should be implementing. What we need are bold, imaginative policies that cover the full spectrum of issues.

I believe there are four key dimensions to the age management challenge.

First, we’ve got to invest in the skills of older workers. Talking about employability is all well and good, but what matters is turning rhetoric into reality. Too often resources have been targeted only at younger people, and in an age when we must nurture the talents of all, that is profoundly short-sighted.

That’s why the TUC is calling for a right to retraining for older workers, with paid time off to learn new skills, supported where appropriate by subsidies for employers.

Second, we’ve got to take a flexible approach to retirement. Not compelling people to work past the state retirement age, but offering the opportunity to work longer for those who want to. And, at the same time, making retirement itself less of a dramatic cut-off point, less of a cliff edge. Recognising that the dividing lines between employment and retirement have become blurred.

That’s why the TUC is calling for all older workers – not just managers and professionals – to have the opportunity to ease into retirement by combining part-time work with a part-time pension.

Third, we’ve got to do more to promote flexible working for all. With a growing number of people in their 50s and 60s responsible for caring for their grandchildren – limiting their participation in the labour market – we’ve really got to get to grips with how we enable everyone to balance work and family life. That’s why the TUC is calling for a new right for all workers to request flexible working, backed by an extension of affordable childcare.

And fourth, we’ve got to promote wellbeing among older workers. Just as work can be good for you, it can also be bad for you – something we’ve got to take on board.

It’s been estimated that around 40 per cent of workers over 50 suffer from a health problem in any given year, and it’s a biological fact of life that as we get older health problems can arise. 

But working longer need not mean staying in the same job or working at the same intensity.

That’s why the TUC is calling on employers to make reasonable adjustments to enable older staff to perform to their full potential, backed by redeployment opportunities and proper investment in occupational health.

So there you have it. A brief run around of the kind of issues an effective age management strategy should cover. And all of this poses not just a challenge to government – but to employers as well. Because what really matters, of course, is not what happens in Westminster, but what happens in the workplace itself.

Our corporate leaders must not see age management as a bureaucratic burden, unwanted regulation or yet more red tape, but as a tool for making their organisations fairer and more successful.

That was the key message of a publication the TUC produced in conjunction with the CIPD earlier this year. Indeed the business case for action is clear.

Older workers are an invaluable source of experience, expertise and crucially – in an ageing society – of market intelligence. Lest anyone underestimate the strength of the so-called grey pound! Put simply, ageism – like any form of discrimination – is simply bad for business.

No organisation will succeed over the longer term unless it nurtures the talents, knowledge and potential of all its workforce. That’s why all employers – whether large or small, public or private, manufacturing or services – need to start getting their head round the idea of proactive age management.

And the good news is there are already many tremendous examples of employers doing really innovative work on age.

Some, like BT, the Foreign & Commonwealth Office, Hertfordshire County Council, the Co-operative Group, HBOS and Yorkshire Water, have introduced flexible retirement. Others, such as B&Q, GlaxoSmithKline and Enterprise Rent-a-Car have adopted genuinely age-neutral recruitment practices. And a number, including Tesco, Eli Lilly and Sainsbury’s, have introduced innovative age management schemes.

So it can be done. With a little imagination, with buy-in from senior management, and with the involvement of workers and their representatives, older workers can be given the opportunities they need to flourish.

We just need to move from this being the exception, to this being the norm.

And as I said at the beginning, this is essentially an issue about choice. Giving ordinary working people the option of whether to retire, to work on, or in effect to combine the two.

But more deeply than that, this is also about the UK, as a society, making a fundamental choice. About whether we turn a blind eye to the huge contribution older workers can make, and end up sleepwalking towards demographic crisis.

Or whether we have the courage of our convictions to do the right thing, unlocking the huge economic potential of our older citizens.

For the progress of our economy, for the good of our society, it simply has to be the latter.

The Prime Minister has rightly said that unless we harness the talents of everyone in our society, this country will fail to meet the mighty challenge posed by globalisation.

And nowhere does that principle matter more than here, in the debate about age.

If we get our approach right – government leading from the front, employers raising their game, and we in the trade union movement keeping up the pressure for change  – I believe this is a challenge we can rise to. 

Delivering both employment opportunities for those who want them, and security in retirement for those who do not. Not just making society fairer; but making our economy more resilient.

But I want to conclude by saying this. Legislation is important, effective age management policies doubly so – but what ultimately matters is winning the hearts and minds of the British people. Creating momentum for change where it really counts.

As citizens, workers, voters and taxpayers, this is an issue that impacts on everyone. But more than that, if we’re lucky, it affects us at a human level too. Because sooner or later – as sure as night follows day – the ageing process catches up with us all.

So we have an individual as well as a collective interest in creating a genuinely age-neutral society. 

Nobody pretends it will be a walk in the park. Change of this magnitude never is. But make no mistake. It’s a prize worth fighting for.

Thank you.

