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Demographic shifts will be one of the most 
significant issues shaping the future of the 
Australian workforce and Australia’s productivity 
in coming years, potentially threatening the 
sustainability and profitability of Australian 
businesses and increasing inflationary pressures 
on the economy.

Identifying and addressing the economic and 
social implications of an ageing population and a 
changing workforce have been on the agenda of 
both the public and private sectors for some time. 
There has been much research and forecasting on 
the breakdown of the working population by age, 
and the consequences on the future availability of 
productive human capital, which will ultimately 
affect the productivity of Australia.

The spotlight is firmly on the impending retirement 
of a wave of baby boomers within the labour force 
and the critical gap they will leave in Australia’s 
workforce. Such is the anticipated impact of this 
demographic movement the analogy of a natural 
disaster such as a tidal wave or tsunami is often 
used to refer to this group. 

However, Mercer has noted that while there may 
be an awareness of the issue amongst Australian 
employers, a lack of urgency to respond has 
prevailed and there hasn’t been the necessary tidal 
wave in strategic and/or policy changes within the 
workplace to address the issue. 

The economic impact of an ageing workforce will be 
felt not only in 10 or 20 years – it will be felt almost 
immediately if employers don’t redefine what the 
Australian workplace looks like and acknowledge 
that the relationship between employer and 
employee has already been redefined.

The reality is that in four to eight years almost 
every employer in Australia will be faced with an 
increasing number of employees moving towards 
retirement. This will put further pressure on the 
remaining skilled workers within the labour force 
and may leave business with inadequate resources 
to deliver ongoing business operations – let 
alone grow.

Introduction

Traditional thinking about the workplace – including 
how jobs and retirement are defined – needs to be 
challenged and employers need to take action today 
to ensure the necessary strategies are developed and 
implemented now for future success. 

Many organisations spend approximately 30 per 
cent of turnover on staff salaries, and labour 
costs are likely to increase as organisations face 
increased competition to recruit workers. Yet 
remarkably, human capital and the issues driving 
employees to, through, and out of an organisation 
are often misdiagnosed and/or misunderstood by 
decision makers.

In February 2008 Mercer commissioned economic 
consultancy, Econtech, to model Australia’s 
workforce in the year 2012 to help employers plan 
for the future. Looking four years into the future 
should align with the three to five year strategic 
framework of many organisations. Looking at 
demographic changes beyond 2012 remains 
essential to observe trends. However, the strategic 
thinking to address these trends and ensure 
success in 2012 needs to happen now. Mercer 
will use this study to increase public awareness 
about the impact of demographic changes on the 
Australian workplace and the economic implications 
for business.

The research paints a picture of the workplace in 
2012 in terms of the workforce employment and 
occupations at the national, state and industry 
levels. This report addresses the implications of this 
research for businesses today. 
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Glossary
Employed: This includes people aged 15 and over 
who are working full time or part time. Employment 
represents labour demand.

Unemployed: This includes people aged 15 and over 
who are looking for full-time work or part-time 
work, or waiting to start a new job.

Labour Force: This includes the total number of 
people employed and unemployed (see above). The 
labour force represents labour supply.

Participation Rate: The percentage of the population 
aged 15 and over that is in the labour force.

Baby Boomers: The ABS defines the baby boomers as 
individuals born between 1946 and 1965. Individuals 
in this category are currently aged between 43 and 
62 and make up the majority of the labour force. A 
notable feature of this group is that many of them 
are now approaching retirement.

Generation X: Generation X is a term often given to 
individuals born between 1966 and 1979. Individuals 
in this category are currently aged between 29 and 
42. Many of these individuals are parents of young 
families and have significant debt. Unlike the baby 
boomers, this generation represents a time of 
decline in the birth rates.

Generation Y: Generation Y is a term often given to 
individuals born between 1980 and 2000. Individuals 
in this category are currently aged between 8 and 
28. Hence, these individuals are new to, or soon to 
be new to, the workforce. Many of these individuals 
in the workforce are singles or young couples. This 
generation is known to be technologically savvy and 
adaptable, having grown up with the onset of the 
Internet and widespread use of other technologies 
such as mobile phones.

About the research 
Mercer commissioned Econtech to model Australia’s 
workforce in 2012.  Specifically, this research 
forecasts the size and structure of the workplace 
in 2012 in terms of the workforce, employment 
and occupations.  

To model the workforce in 2012, Econtech’s Murphy 
Model (MM2) was used as well as three custom-
built models (the LF model, the Occupations model 
and the Employment by state by industry model). 
The MM2 is used to forecast the effects on the 
economy, while the LF Model is used to estimate 
effects on the labour market. The Occupations 
Model is used to forecast employment for five 
occupational groups. Finally, the Employment 
by state by industry model is used to separate 
employment forecasts by state and industry. 

One baseline and three alternative scenarios were 
modelled. Each scenario was generated using these 
models to test the sensitivity of different effects. 

All scenarios are forecasts to 2015/16 but the focus 
is on the results in 2012/13.  The three alternative 
scenarios are compared to the baseline scenario.

The baseline (or “business as usual”) scenario  �

is based on existing policy arrangements, 
but excludes the recent changes to the 
superannuation policy.

The superannuation policy changes scenario  �

accounts for the changes to superannuation that 
took effect from July 2007.  

An interest rate rise scenario assumes that the  �

cash rate rises by 0.75 percentage points from 
6.751 to 7.5% from June 2008.

An interest rate fall scenario assumes that the  �

cash rate falls by 0.75 percentage points from 
6.75 to 6.0% from June 2008.  

1 At the time of writing Econtech’s research, MM2 was most recently updated in December 2007.  That modelling forecast the cash rate to be 
6.75% per annum in June 2008.
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State of the Economy 
(Baseline) 
To gain a firm understanding of the current and 
future labour market, it is important to understand 
the economic context and climate. This is because 
demand for labour is driven by Gross Domestic 
Product (GDP), which is comprised of the output of 
Australia’s different industries.

The modelling of the workforce in 2012 conducted 
by Econtech was based on a number of economic 
observations and forecasts. The first was that GDP 
grew by a near-normal 3.2 per cent in 2006/07 and is 
expected to strengthen in 2007/08 to reach a high of 
3.9 per cent. Further, exports will accelerate as the 
mining investment boom is finally translated into 
solid growth in mining exports.

However, it is expected that from 2008/09 economic 
growth will begin to weaken as business investment 
reaches a plateau. In addition, there is growing 
uncertainty as a result of the current credit crisis 
and anticipated response to that crisis by the 
Reserve Bank. The record profitability and low cost 
of borrowing that have driven the boom in business 
investment are coming to an end. Profitability is 
expected to ease as a result of some moderation 
in commodity prices and changes to industrial 
relations by the Rudd Government.

Workplace 2012: A profile

The outlook for the economy is positive in the 
short to medium term. Hence, it is expected that 
demand for labour will continue to grow strongly. 
This means that upward pressure on wages will 
continue and vacant positions will take a long time 
to fill as the skills shortage intensifies. 

Australia’s labour force is forecast to rise from 
11 million to 11.7 million between 2007/08 and 
2012/13 – a 6 per cent increase. Over the last 
ten years, Australia’s labour force has grown at 
a steady average annual rate of 1.6 per cent. 
However, as the population ages, the labour 
force is expected to grow at a slower rate with an 
average annual rate of 1.2 per cent between now 
and 2012/13 and even more slowly thereafter.

Significantly, those aged 55 and over will make 
up a larger proportion of the labour force and 
female participation rates will increase by 2012/13. 
The Construction industry will experience strong 
employment growth, unlike the Electricity, Gas and 
Water industries which will experience a decline. 
Employment growth will be the strongest in 
Queensland and weakest in Tasmania.
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Between 2007/08 and 2012/13
Over the next five years, Australia’s labour force  �

is forecast to rise from 11 million to 11.7 million – 
a 6 per cent increase. 

In the four years to 2007/08 the total labour  �

force rose from 10.2 million to around 11 million 
– a 7 per cent increase. The rate of growth 
is decreasing, but just as importantly the 
demographic balance within the labour force is 
shifting towards older workers. 

The number of workers aged 55+ in the labour  �

force will increase by 14%.

The number of workers aged 25-54 in the labour  �

force will increase by 5 per cent by 2012/13.

There are currently 1.7 million people in the  �

labour force aged 55+ (15%). By 2012/13, this 
is expected to swell to nearly 2 million people 
(17 per cent of the labour force).

Women aged 55+ in labour force will increase by  �

19 per cent – 125,000 more individuals.

Men aged 55+ will increase by 10 per cent –  �

99,000 more individuals.

Women aged 25-54 in labour force will increase by  �

7 per cent.

Men aged 25-54 will increase by 4 per cent. �

Participation rates
Analysing participation rates helps to put labour force 
statistics into perspective by comparing them to the 
population. Specifically, participation rates allow us to 
find out what percentage of the population is in the 
labour force and what that group looks like by age, 
gender and state.

Over the last five years, the Australian labour force 
participation rate has risen from 63.2 to 63.7 per cent. 
This has been driven by population growth, which 
has averaged 1.5 per cent annually, and even stronger 
labour force growth which has averaged 1.7 per cent 
annually (see Table 1). Over the next five years, the 
participation rate is forecast to decline to 63.0 per 
cent.  This is mainly because labour force growth is 
forecast to be slower than population growth. 

Source: LF model, Econtech
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Within these changes, female participation is 
expected to rise over time, while male participation 
is expected to decline. While participation rates are 
forecast to rise among all female age groups, the 
strongest rise will be among females aged 45 to 64 
as a significant proportion of baby boomers move 
into this age group. 

Table 1 – Growth Rates for Population, Labour Force 
and Participation Rates

2002/03 to 
2007/08

2007/08 to 
2012/13

Population 
growth 

1.5% 1.4%

Labour Force 
growth

1.7% 1.2%

Participation 
rate change

0.5 -0.7

Source: LF model, Econtech

Notes: Population growth and labour force growth are presented 
as average annual growth rates. Participation rate change is 
presented in percentage points.

Labour force participation rates are forecast to 
decline in all states and territories. The largest 
declines are forecast to occur in Tasmania, South 
Australia and the Northern Territory. While all 
Australian states and territories are forecast to 
have stronger population growth than labour force 
growth, these three states will experience the 
biggest difference between population and labour 
force growth. Hence, labour force participation 
in Tasmania, South Australia and the Northern 
Territory is expected to decline between now 
and 2012/13.

Workplace 2012 7
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Around Australia
The Australian labour force is constantly changing. 
The labour force increases when new migrants 
enter Australia and decreases when Australians 
emigrate overseas. These overseas migration trends 
occur concurrently, meaning there are constant 
changes to the mix of Australia’s labour force. 

In the same way, interstate migration affects state 
and territory labour forces. For instance, in recent 
years Queensland has experienced a high level of 
net interstate migration which has contributed to 
the strong population growth in that state. Given the 
changing nature of labour forces, it is important to 
ensure that the issue of sufficient labour supply is 
considered not just at a national level, but also at a 
state/territory level. 

Most states and territories in Australia are forecast 
to have a sufficient supply of labour to meet 
demand for employment between now and 2012.
However, in Tasmania and Northern Territory, there 
is the potential for the demand for labour to exceed 
the supply of labour. 

Queensland’s labour force is forecast to grow at 
the fastest rate of any state and Tasmania’s the 
slowest (see map). The labour force in Victoria and 
New South Wales is forecast to grow in line with 
the national average. The differing labour market 
requirements in each state mean that you need to 
take into account local factors when considering 
your workforce requirements up to 2012.

6.9%

5.5%

4.1%
3.2%

8.8%

5.1%

10.3%

2.3%

Labour Force Growth by State between 2007/08 and 2012/13

National total = 6.3%
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Employment Hot spots 
The strongest average annual growth rates in  
employment between 2007/08 and 2012/13 are 
forecast to be seen in the following industries 
and states:

Construction Industry 
Northern Territory: 4.7 per cent 
Western Australia: 4.0 per cent 
Queensland: 3.1 per cent 
New South Wales: 3.1 per cent 
Victoria: 3.0 per cent

Accommodation, Cafes and Restaurants Industry  
Queensland: 3.3 per cent

Personal and Other Services Industry  
Northern Territory: 4.7 per cent 
Queensland: 3.7 per cent

Industry Spotlight 
More than half of Australia’s employment is 
concentrated in five industries – Manufacturing, 
Construction, Retail, Property and Business Services, 
and Health. 

These five industries are expected to continue to 
require the majority of employees in 2012/13. The 
Construction industry will have the largest increase 
in demand for labour. Employment in this industry  
is forecast to rise from 935,000 people in 2007/08  
to around 1.1 million in 2012/13. 

Master Builders Australia forecasts that over the 
next 10 years there will be $1.7 trillion dollars of 
investment in Australia’s economic and social 
infrastructure, requiring an increase from 950,000 
people in the current building and construction 
workforce, to 1,200,0002.

But in January 2008 results from the Master Builders 
Australia December quarter survey revealed 
increasing difficulty in finding labour in virtually 
all 15 categories surveyed, with project managers, 
site managers and foremen/supervisors in 
chronic shortage3. 

The economic impact of an ageing population 
and growing skills shortage is upon us now. 

The resource-rich states and non-residential 
construction sector will continue to drive the 
increasing demand for skilled construction 
workers. Nationally, employment in this industry 
is expected to increase at an average annual rate 
of 3.4 per cent.

2

http://www.masterbuilders.com.au/index.asp -:“Skills Australia a Building Block for the Future”; 13 February, 2008
3 

http://www.masterbuilders.com.au/index.asp -:“Builder survey Reveals concern over Worsening Skills Shortages”; 30 January 2008

“Major investment in new physical infrastructure 
can be expected, as more than a decade of neglect 
of maintenance and new infrastructure is remedied 
and as massive new investment is required to 
deal with environmental degradation including 
green house gas emissions, water supply, the 
transformation from a fossil fuel-based economy, 
and transport and communications inefficiencies. 
This will involve a high demand for workers in 
construction and engineering. 

The inevitable changes in the ‘way we live our 
lives’ because of global warming, changes in 
energy forms, new approaches to water supply 
and sewerage, transport and communications will 
also be demanding of highly skilled technological 
workers. We can therefore expect substantial new 
investment in education and training and increased 
demand for workers in these sectors. 

McDonald, P and Withers, G: Population and Australia’s 
Future Labour Force: Policy Paper #7, The Academy of 
the Social Sciences in Australia, Canberra 2008 
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Growth in engineering construction is expected 
to be broad-based, although key contributors to 
the strong two-year outlook include transport 
infrastructure, mining and heavy industry. Transport 
infrastructure construction will receive a boost 
through the Federal Government’s additional 
funding of $185 million over five years for road 
projects beyond those expected under the AusLink 
(National Land Transport) Act 2005. For heavy 
industrial construction, growth is expected to 
remain solid in line with continued strong global 
demand for minerals and energy. Solid rises are 
also expected in telecommunications infrastructure, 
water supply projects, power generation, and 
“other” civil projects such as the construction and 
upgrading of freight and port facilities to ease 
export bottlenecks. 
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Chart 2
Employment by Industry Change from 2007/08to 2012/13

Source: MM2, Econtech

Against this background of activity, output is 
forecast to grow at an average rate of 3.3 per 
cent between now and 2012. Hence, employment 
growth in the Construction sector is expected to be 
strong. The critical issue is where these necessary 
employees will come from. 

Employment growth in the Electricity, Gas and 
Water sector has slowed over recent years. This 
is due to the substantial productivity gains in the 
sector in recent years. Employment in this sector is 
expected to decline by 30% from 83,000 in 2007/08 
to around 60,000 in 2012/13. This also applies to 
the Communication sector where employment is 
expected to decline by 20 per cent. In both sectors, 
this is due to further efficiency gains that are 
expected to be achieved, and will have a negative 
impact on employment in the industry. 

Chart 2
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Economic drivers 
What about interest rates?

Following a spate of interest rate rises, and at the 
time of publication with the looming threat of a 
further possible rise, Mercer sought to understand 
the impact of interest rate movements on the 2012 
workplace profile. 

We decided to model two interest rate scenarios – 
one where interest rates rose, and the other where 
interest rates fell. The interest rate rise and fall scenarios 
modelled raising the cash rate to 7.50 per cent per 
annum and lowering the cash rate to 6.00 per cent 
per annum. 

As expected the rise in interest rates had a 
contractionary impact on the economy and the fall 
in interest rates an expansionary impact. However, 
according to the results of the modelling the 

economic impacts of these changes would only be 
felt until 2009/10 when under both scenarios GDP 
and employment growth return to their sustainable 
equilibrium paths.  Similarly, under these scenarios 
the interest rate changes have an immediate impact 
on the labour force but by 2012 these impacts have 
largely dissipated. 

The modelled interest rate rises and falls do have an 
impact on the economy but these effects are largely 
worked through by 2012. Given this, and barring 
greater economic impacts than those modelled, it 
seems to us that the demographic changes we outline 
in this report remain the greatest medium term 
challenge facing Australian workplaces.

Skills Australia

Ever since announcing his Education Revolution in 2007, Prime Minister Kevin Rudd has 
championed the critical role that education and training play in solving the nation’s skills 
shortage. 

This belief is now being put into action, with the creation of a new body, Skills Australia to 
oversee the Rudd Government’s $1.17 billion commitment to training. It is charged with 
the job of providing an additional 450,000 training places over the next four years and 
820,000 over the coming decade. 

The Skills Australia agenda is the centrepiece of the Government’s plans to meet the needs 
of business, maximise the potential of the Australian workforce, and fight inflationary wage 
pressure. 

It’s designed to increase not just the number of workers, but the number of skilled workers 
– one of the key challenges identified in Mercer’s Workplace 2012 research. 

Skills Australia’s program is also a critical step in boosting participation, as it will allow 
people to become more employable. Those who have dropped out of the workforce, or are 
at risk of doing so, will have the opportunity to acquire in-demand skills that make them 
attractive to employers. 

The first 20,000 of the Rudd Government’s additional training places will be available by 
April 2008. These new training places will see new skilled workers entering the workforce 
as early as June this year and will be directed to industries experiencing acute skills 
shortages.  Key industries likely to receive the new training places will include mining, 
construction, health and community services, and personal and other service industries.
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What does it mean for employers?

Demographic shifts 
are a threat to 
Australian business
The twin issues of an increasingly critical skills 
shortage and the pending wave of a retiring 
generation of experienced workers seem to have 
been debated perennially. However, the impact of a 
tightening labour market and a shift in the make-up 
of the labour force is rapidly increasing its grip on 
Australian workplaces.

The skills shortage in Australia is now starting to 
bite. By 2012/13 the demographic shifts modelled 
in the research that Mercer commissioned and 
outlined in the previous section of this report will 
be impacting businesses. Against the realities 
of present market uncertainty, we believe that 
workplaces must start now to address the 
demographic challenge or they will be left behind 
by 2012/13.

We believe the answer to the demographic challenge 
of the workplace in 2012 is twofold.

Firstly, create the workplace of the 21st century by 
redefining and reinventing the critical elements of 
the workplace. Secondly, simultaneously harness the 
skills and experience of your 55+ workforce to drive 
increased productivity.

Reinvent the 21st 
Century workplace
Your greatest competition to retain 55+ employees 
is not another business, it’s the promise of a 
new lifestyle. 

Reinventing the 21st century workplace will be a 
must if you want to keep this pool of experienced 
workers engaged and adding value. However, the 
creation of this new workplace requires imagination, 
commitment and a willingness to change.

We believe that the critical elements of the 
workplace in 2012 will include:

Employers coming to terms with the  �

workplace paradox.

A redefinition of the job. �

The emergence of the employment market  �

of One.

The successful management of work and  �

life transitions.

Embrace the workplace paradox 
The 21st century workplace will be full of paradoxes 
and ambiguities. Employees demand both less and 
more from their workplaces. On the one hand, a 
workplace that provides more space for individual 
expression while on the other hand, providing a 
sense of community and connection to others. A 
workplace where the lines between home, work 
and life are blurred, where careers are no longer 
linear and workers transition in and out. Where 
employees draw their workplaces closer to them, 
but at the same time seek to create more space for 
work-life balance.



Greg Travers 
Director, Strategic Planning and HR, Myer 

The Workplace 2012 scenario is in many respects 
already a reality at Myer. Already a significant 
proportion of our workforce is aged 55 or 
above, currently 28% of female staff are over 
55 and 17% of male staff are over 55. 

We are interested in a broader labour market, 
we can’t afford to limit ourselves because of the 
unique demands of our business: Myer trades 
7 days a week and  a significant proportion of 
our weekly sales are made over the weekend. 
Hence, the demands of our business and  
customer need to be satisfied by greater 
employee flexibility and accessing employees 
across the broadest demographic.

To meet this challenge we also have a high 
proportion of permanent part-time employees, 
and we’ve moved away from a traditional 
approach to fixed rostering to one that  
requires greater flexibility. This allows us to 
cater to the needs of the business. 

Myer is entering an aggressive growth phase 
and, consequently, resourcing is a key challenge. 
It is imperative that we invest heavily today 
to develop the people we will need in 2012. 
We have a number of programs designed to 
identify talented individuals at all levels of the 
organisation and ensure they are given the 
opportunity to broaden their skills and build a 
career within Myer.

At Myer we believe it important to focus on 
what attracts and retains employees, in addition 
to monetary reward. We see this as an integral 
part of our employer brand, and we  are 
developing a series of initiatives to differentiate 
Myer in the retail employment space.

Our broader benefits program, which is offered 
in conjunction with business partners, is an 
example of innovation in this area. We’ve 
recently enhanced our staff discounts program 
and we are developing lifestyle and skills 
development programs. This is supported by an 
internal communication campaign to ensure our 
employees understand what benefits they get 
beyond their pay cheque, and the opportunities 
available to them at Myer. 
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Employees, regardless of age, are looking to 
their employers for support in areas of their 
life such as financial advice (specifically around 
superannuation), health insurance, general health 
and wellbeing and to provide a mechanism 
to participate in volunteer community work, 
further education, travel, hobbies and sabbaticals. 
Employees are now asking questions such as 
how will my company partner with me so I can 
volunteer with a community organisation, coach 
my daughter’s soccer team, care for my elderly 
parent or keep myself healthy? 

Some of these elements are already present 
in the workplace today. But by 2012 the most 
successful employers will be those that create 
an environment where the paradoxes and 
ambiguities thrive, where employers provide space 
for individual expression, as well as a sense of 
belonging and engagement. 

Redefine the job 
 The job for life was once an accepted part of the 
employment landscape. There is no longer a linear 
relationship between education and training, 
work, and retirement. People jump between 
education, employers, careers, salaries, travel, 
family commitments, financial commitments and 
geographies. Long term employee loyalty for an 
employer and a ‘job for life’ are things of the past. 

Our research verifies that by 2012 workers aged 
55+ will make up a larger proportion of the labour 
force while the rate of growth of workers aged 
20-34 years will remain stagnant. We also know 
that, by 2012/13, the amount of women aged 55+ 
in labour force will increase by 19% or 125,000 
more individuals, whilst men aged 55+ will 
increase by only 10% or 99,000 individuals.

Workplace 2012:  
My perspective

In the light of this, employers need to become 
employers of choice for women and employers 
of choice for older Australians. Further, to attract 
the fastest growing group of workers in the 
labour force in 2012, employers have to become 
employers of choice for older women. 

The ‘working week’ in 2012 may very well not be 
the standard 40 hour week. It is unlikely to include 
five days in the office and may be worked within a 
global time zone with remote management.
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Workplace 2012:  
My perspective

Kairen Harris,  
General Manager HR – Australia and  
New Zealand, Shell 

2012 isn’t very far away at all, from a resourcing 
perspective. I also believe that demographic 
change is only part of the picture; at this stage 
globalisation is having as big an impact. 

In my view, flexibility is at the heart of any 
solution. You need to be able to adapt the 
workplace to the people, whether that is 
more women, diverse cultures or different 
generations.  If you are working globally and 
dealing with multiple time zones, then a five 
day, 9-5 role doesn’t work either. And if you’ve 
been on a conference call at midnight, you 
can’t be expected to turn up at 9am the next 
day. In this context, notions such as ‘time in 
lieu’ are probably outdated. It’s about giving 
people the ability to manage their own time 
and measuring outputs, not prescribing inputs 
or work location or time slots.

For a multinational company, sharing a world 
talent pool is one solution to filling skills gaps 
– and Shell is very good at leveraging the 
global talent market at the recruitment stage. 
We also use mature Companies to provide 
assignments to help staff in new markets fast 
track skills development.

We have certainly found it harder to attract 
local technical and trade talent in the last year, 
with both the global and WA/QLD markets 
booming. We have some advantage in that 
Shell has historically had very low turnover 
and enjoys long term, experienced employees. 
Larger numbers of mature entrants is relatively 
new for us though, and we are having to 
re-learn how to induct people properly!

Flexibility can certainly help to solve some of 
our human capital challenges, but it requires a 
mind set change and a much more creative view 
of possibilities. 

The question of job design is critical for employers 
developing workforce strategy for four years 
out and beyond. This relates particularly to 
part-time work and job sharing. The number of 
Australians working part-time is increasing and 
Australia's reliance on this form of work is high by 
international standards.3 

With this in mind the following questions need to 
be addressed: 

Does the stigma around part-time work not  �

equating to a career, a promotion, or equal to 
full-time work still exist? 

Does sharing a job mean you have jumped off  �

the promotions track? 

Is shifting to part-time work the same as  �

dropping out? 

Part-time work will no longer be the domain of 
mothers of young children and older workers 
transitioning to retirement. Employees will demand 
part-time hours to allow for: 

Grandparents caring for grandchildren �

Caring for elderly family �

Volunteer community work �

Further education �

General health and wellbeing; and �

Travel  �

However, employees' attitudes to part-time work 
may also need to change before we can fully say 
we have re-defined the job. The longer we live, the 
more retirement savings we need. The recent reform 
to superannuation has made it more financially 
beneficial for people to remain in the workforce 
beyond the age of 55 (and especially after age 60) 
and potentially transition to part-time work. People 
are living longer. In fact, "the most critical issue 
facing retirees is outliving their assets or suffering a 
decline in their quality of life during their later years 
due to dwindling assets.”4 
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3  
Productivity Commission Part-time work in Australia  

– A Profile March 2008 http://www.pc.gov.au/research/2006/061203
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Australians may need to adjust our definition of ‘retirement’ and 
regularly reassess what we can contribute to the workplace at an 
individual level and marry this with what an employer is willing 
to offer. This may include part-time work, job sharing, shifting 
industries, re-training or contracting in and out as required.

How do you define the ‘average’ job or working week?

4 Kotanko.B and Stone.T; “When I’m 64”; Oliver Wyman Journal

Superannuation Reform 
Is it enough to stem the tide of retiring baby boomers?

The broad objective of Better Super, the superannuation reform introduced in 2006 by 
the Federal Government was to simplify the tax rules governing superannuation, improve 
retirement incomes and provide greater incentives to work and save. Consequently, initiatives 
were introduced to encourage older working Australians to remain in the workforce beyond 
the age of 55.

Mercer’s research modelled a baseline scenario and a “super changes” scenario to understand 
the effect the recent superannuation changes would have on the workforce in 2012. 

The Superannuation Changes Scenario found that, while the reforms will serve to increase 
levels of workforce participation amongst older Australians, the impact would be marginal. 
Overall, it is expected that the Better Super changes will contribute an additional 0.1% - 
7,500 individuals – to the labour force by 2012/13. However, given that the super changes 
have no immediate effect on workers aged 15 to 54, Mercer believes Better Superannuation 
does remain a valuable tool to engage with a specific, and growing, segment of the 
workforce, being those over the age of 55.

Mercer also believes the impact of superannuation reform would be heightened if there was 
further encouragement to retire later by gradually increasing the age at which superannuation 
benefits can be accessed tax-free (currently age 60).

Mercer’s view is that further reform of superannuation is required, and we are pleased that 
it is on the policy agenda. Better Super provided little or no advantage to low and middle 
income earners and further incentives are required to make superannuation a more attractive 
savings vehicle for this segment of the labour force. 

If superannuation reform can engage a wider cross-section of the community and can 
encourage later retirement, it has the potential to deliver a greater impact in terms of labour 
force growth. 

*NOTE - The particular incentives within Better Super are summarised at back of document
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Create the employment market of One 
Sometimes in the post-industrial age the 
relationship between employer and employee 
seems similar to the relationship between the 
consumer and retailer. Employees shop around for 
jobs, are value conscious and want to understand 
all the features, benefits and options available. 
They will then choose the product that most meets 
their needs.

To respond, employers may need to take a leaf from 
the retail marketing playbook and develop a deeper 
understanding of their employee market segments.  
Employers could then use this understanding of 
each market segment to build a portfolio of rewards 
and benefits that are flexible enough to cater for 
an individual’s likely needs. Employers may need 
to prepare for a workforce where a single employee 
value proposition is no longer a realistic approach. 
Instead, multiple value propositions designed for 
each market segment may be required.

If this sounds like an administrative nightmare 
the answer may lie in mass customisation where 
goods are produced to meet individual customer 
needs but with near mass production efficiency. 
This means employers need to move away from a 
“one size fits all” approach to one where employees 
pick and choose from a range of benefits tailored to 
meet their market segment. In an age of consumer 
choice, where you can design everything from 
your own music playlist to your own car, it is not 
unrealistic to expect that employees will demand 
further tailoring of their benefits and rewards 
in 2012.

The challenge will be to provide for this 
employment market of one while balancing 
the considerations of cost, what employers 
are able to provide, and what employees value 
most. We believe that a deeper understanding 
of your employee market may help you to meet 
this challenge. 

Em
p
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erspective

Employee Perspective

Cost Perspective

What employers  
can provide

What employees 
value most

Cost and business 
sustainability
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Look outside the generational boxes 
to manage work and life transitions

The alphabet soup of the generations is now well 
known – Generation X, Y and the soon to be Z.  

Are you actively seeking to re-define your 
relationship with your Baby Boomer employees 
or is your focus on attracting an emerging group 
of youthful, educated and technologically savvy 
Generation Y workers? 

Are you attempting to keep a group of supposedly 
disillusioned Generation X employees satisfied 
as they observe the ‘want it all and want it now’ 
attitude of the Gen Y’s appeased? 

But what do these labels actually mean when it 
comes to managing employees and creating the 
21st century workplace? It may be that a new 
approach is needed. 

We think that another perspective may be to 
provide support to the employee when they may 
need it most, regardless of their generational label. 
For example, as an employee moves through an 
organisation she needs to adjust her behaviours 
and value orientations. Different skills are required 
from a technical specialist, first time manager 
and General Manager. Interventions targeted at 
the transition phases between these roles may 
yield the best result, helping the employee move 
successfully up the ladder.5  

An extension of that thinking would apply the 
same principles to an employee’s life. Anticipating 
and responding to the different stages in your 
employees’ personal life such as a new family, mid-
life and retirement with appropriate rewards and 
benefits may be more beneficial than viewing your 
workers through the context of the generational 
lense. It may be that not all Generation Xs and 
Baby Boomers have the same needs and value the 
same benefits. 

Working with your employees to help manage 
their work and life transitions generates another 
perspective through which you can develop the 
21st century workplace. 

Are you working with your employees to 
assist them through their life and career 
transition points?

Case Study 
Flexible working - driving positive outcomes for 
both employer and employee.

Anne Wilson is a consultant in Mercer’s retirement 
business. She has been a Mercer employee for 
almost 25 years, but has spent the last 20 working 
flexibly from her home in Robertson, near Bowral 
in NSW. 

Her manager, Martin Stevenson, a principal in 
Mercer’s retirement consulting business says:

"A flexible resource is a great advantage for 
our business. One of the key challenges that 
we face as a consulting business is that work 
comes in peaks and troughs. A flexible resource 
who can step up involvement when we need 
more resources, and does not mind having less 
involvement when the business is quiet is ideal for 
our business environment.

We have been able to design the job so that it 
meets with Anne’s lifestyle needs, allowing her 
to live outside of Sydney and raise her family and 
continue to work. 

Of course, it did mean making some adjustments 
in terms of Anne’s role and the outputs the 
business required. For example Anne’s role does 
not include as much direct client contact as if 
she worked full-time in the office as she cannot 
attend regular meetings – however this was easily 
accommodated. 

Regular communication with the team is vitally 
important as well, to ensure the bond with the 
company is maintained.  

Taking a flexible approach has meant that we 
have been able to retain a very talented staff 
member, who holds a great deal of knowledge 
about our work and specific clients. Her role has 
evolved over time to fit in with the needs of our 
business."

Now that her children have grown, Anne has been 
coming into the office once a week to train staff. 

5 Charan, Drotter and Noel, The Leadership Pipeline, 2001.
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Are baby boomers impersonating Gen Y?

Generation Y has been labelled the generation of 
self-gratification. Most of these individuals have 
only experienced buoyant economic times. To 
them, a job is a choice, an employer must compete 
for them, and work/life balance is a pre-requisite. 

Baby boomers were also born into an era of 
economic upswing. They have enjoyed better 
education and better quality of life than their 
parents, they will live longer and they are on the 
brink of retirement. However, the tax benefits of 
‘transition to retirement’ superannuation options 
are also encouraging this generation to wind 
down their working life, as gradually opposed to 
immediately entering into full-time retirement.

To take advantage of these changes are Baby 
Boomers taking on many of the supposed traits of 
Generation Y such as seeking work/life balance, 
workplace flexibility and a sense of community 
at work.

Mercer would argue that both of these 
demographic groups are shaping the future 
workforce in very similar ways – just at opposite 
ends of the cycle. 

The most significant skills and 
knowledge transfer of a generation. 
We believe that this generational skills transfer 
should take place because:

1. The increasing skills shortage will require 
employers to increase productivity per person 
and to find workforce substitutions such as 
technology.  In either case, business processes 
may need to be reviewed and redeveloped. The 
corporate knowledge held by 55+ employees may 
be critical in this process. 

2. When experienced workers leave the workforce, 
a wealth of intellectual capital will often walk 
out the door with them. Intellectual capital such 
as key client relationships, key suppliers and key 
contacts can be lost, and not easily replaced. 

Not every 55+ employee will hold corporate skills 
and knowledge you need to transfer. But for 
those that do you may need to think of new roles 
for them such as mentors, coaches and project 
team members.

For example, you may “embed” a 55+ senior 
manager into a team on a weekly basis to coach 
and mentor the team.  He may have a specific role 
in that team such as facilitating revenue growth 
by 20% or managing the implementation of a new 
product. Or she may be a member of a project team 
reviewing a key business process or managing the 
implementation of a new technology. 

Whatever these roles they should be focussed on 
capturing key knowledge to drive your business’ 
future productivity growth. It’s a once in a 
generation opportunity.

Turn your 55+ workforce 
into productivity drivers
The second element of our response to the 
demographic challenge employers face lies in 
unlocking the skills, experience and corporate 
knowledge of the 55+ workforce.  

To do this we believe that employers should 
undertake the most significant skills and knowledge 
transfer of a generation. We believe this is a 
significant task which requires a partnership 

between employers and employees. 

Pretirement – a new career phase

Pretirement – the phase in an employee’s career 
just prior to retirement – is an opportunity for both 
employer and employee. 

By embracing pretirement, employers can retain 
staff for longer, improve the retention of corporate 
knowledge, and improve their profile as desirable 
employers for the demographic group that will make 
up much of the labour force.

How can an employer support an employee through 
pretirement?



Workplace 2012:  
My perspective

David Arkell, President Human Resources and 
Organisational Development, Linfox

When we look at the future of the workforce, 
it’s in the context of unprecedented longevity. 
A girl born in the developed world today 
will have a life expectancy of 100 years, so at 
the same time as people talking about early 
retirement, we are living significantly longer. It 
means we’ll therefore need to work for longer 
too. 

The issue of the ageing population isn’t getting 
enough attention in the workplace. Rather 
than just talking about how to attract and 
retain Gen-Y workers we should be be focusing 
on baby boomers who are already starting 
to retire. 

This is a key issue for Linfox, because driving 
has become a less attractive career option for 
younger people. Many of our truck drivers who 
are now in their 40’s,  entered the industry 
because their fathers encouraged them to;  
that’s no longer the case. 

We therefore need to be looking at how we 
attract other parts of the workforce such as 
women and mature workers. Doing this requires 
us to offer more flexible working arrangements 
such as a move away from traditional working 
week hours, or allowing unpaid leave over the 
school holidays. 

In fact, employers need to be thinking about 
flexibility in a number of senses. For example, 
tailoring remuneration for people who are at 
different stages in their lifecycle.

A 35 year old with a mortgage and young 
family may need the security of fixed pay, while 
a person in their 60’s who has paid off the 
house could prefer other incentives, such as 
performance pay or company shares. This can 
be difficult when you have  employees under 
collective bargaining agreements, but that 
doesn’t mean we shouldn’t be trying. 

20 Workplace 2012
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Conclusion 
We believe that employers must now prepare to tackle the twin 
issues of the skills shortage and the retirement of a generation of 
experienced workers. At the very least, these issues must be part of 
every employer’s strategic agenda. To do so will not guarantee business 
success but failure to tackle these issues will almost certainly limit 
your company’s future growth and maybe even its survival. 

Are you Workplace 
2012 ready?

Salary grades could become  �

irrelevant and salary will be based on 
performance with recruitment targets 
and bonuses set for every individual.

Employers will offer in-house child- �

care options and salary sacrificing for 
children’s education.

As national and global mobility of  �

workers increases relocation benefits 
will increase.

Benefits such as subsidised gym  �

memberships will shift to lunch 
time personal training sessions or 
lunch time yoga at a department and 
team level.

Social networking websites will  �

be encouraged and used to build 
global relationships internally and 
with clients. 

Leave arrangements will be more  �

flexible to meet individual needs and 
desires such as extended holiday 
or travel, community involvement, 
sabbatical or study. 

Flexible working arrangements  �

will flourish to cater to various life 
stages or needs such as caring for 
young children or elderly relatives, 
involvement in school or community 
activity (such as coaching the local 
soccer team) and changing work 
conditions such as working within a 
global team. 

Subsidised financial advice and  �

education will be  provided by 
more employers, particularly 
around “transition to retirement” 
superannuation arrangements. 

Wellness will become a greater focus.  �

The provision of health checks, 
subsidised private health insurance 
and health education at work will 
become increasingly common. 

There will be more opportunities to  �

up-skill at work, for example through 
technology workshops and away 
from work, through greater subsidies 
and support for chosen hobbies. E.g. 
art classes, learning a language or 
golf membership.
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Mercer's Workplace 2012 is a series 
of research, industry forums, analysis 
and leading thinking about tomorrow's 
business trends and their impact on your 
business today.
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Appendix 1

Incentives included in Better 
Super reforms
Mature age worker tax offsets for employers. 
Employers can now claim a tax deduction for 
before tax contributions until an employee turns 
75 (increasing from the previous age of 70). This 
measure provides an incentive for employers to 
retain older workers for longer.

Contributions until age 75. Older workers 
can continue making contributions into their 
superannuation until they are 75 years of age, 
as long as they work at least 40 hours within 
30 consecutive days in the year in which the 
contribution is made (this is the work test). 
Personal contributions of this nature can be claimed 
as a tax deduction by self-employed individuals. 
This provides workers with an incentive to work 
for longer, as they are now able to continue 
accumulating capital in their superannuation up 
to a higher age limit.

No compulsory cashing out rules. The requirements 
for the compulsory payment of benefits to members 
over the age of 65 who do not meet the work 
test, and compulsory payment from age 75 have 
been removed from the law. This allows people 
to continue accumulating superannuation after 
they have reached 65 and removes the incentive 
to automatically retire at a certain age. 

Transition to retirement. People aged 55 and 
over now have the option to draw down on their 
superannuation whilst they are still working. This 
allows workers to reduce the number of hours they 
work gradually, without decreasing their normal 
weekly income. This is opposed to the previous 
rules which only allowed people to access their 
superannuation once they had retired or reached 
the age of 65. This measure encourages people to 
stay in the workforce longer, perhaps on a part 
time basis, rather than retiring completely in order 
to unlock their superannuation.

Tax exemptions. Superannuation benefits being 
paid from a taxed source (this covers 90 per cent 
of super funds) are now tax free for people over 
60 years of age. This includes any lump sum 
payments or income streams (pensions). This 
creates an incentive for workers to withhold from 
drawing down on their superannuation until they 
have reached the age of 60.

No longer aged base caps to contribution. 
Aged based contribution limits on before 
tax contributions (such as salary sacrifice 
contributions) will be replaced with a flat 
annual cap of $50,000. After tax contributions 
(contributions that come from after tax income 
such as savings and investment income) will also 
be subject to a flat cap of $150,000 per annum. The 
effect of these changes is to make contributions 
rules age neutral, so as to remove penalties that 
were previously applied to older workers.
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