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In the Next Edition of The Journal: Summer 2011

“It is a myth that ability to do a job declines
with age; there is strong evidence that, at
least until age 70, the ability to do almost
all kinds of work does not decline.”
Steve Webb, MP
Minister of State for Pensions, United Kingdom

The global economic crisis has indeed challenged individuals who are approaching or living
in retirement, extending beyond economic security concerns to include other issues, such
as health care, housing, and caregiving responsibilities. Similarly, governments and businesses are facing the impact of the current crisis. Looking ahead, all segments of society
will need to embrace the opportunities and challenges of global aging to address these
interconnected issues.
In the next edition of The Journal we will look at how all sectors are focusing on familyoriented policies to prepare for demographic change. How is business working to create a
better balance for workers between work and personal responsibilities? What is the role of
government in facilitating work-life balance, and what policies are being implemented to
meet looming aging-related labor shortages? And in particular, how are women, living longer with particular vulnerabilities, considered in long-term planning.
The Summer edition will continue our
close collaboration with the European
Union, featuring an article on the 2011
European Year for Volunteering and
efforts to encourage greater volunteerism. As always, we will highlight
the EU Council Presidency with an article on the priorities of the Polish
government as it assumes its six
month term on July 1, 2011. In addition,
the Summer 2011 edition will feature
in-depth research on aging in Mexico,
and AARP’s continuing engagement
with the United Nations.

AARP THE JOURNAL ONLINE COMPANION

www.aarpinternational.org/thejournal
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From the Editor

As we go to press, the world is ﬁtfully emerging from a cr ippling global
recession. While there are br ight spots on the hor izon—economic growth
picking up in most c ountries and inﬂ ation and interest rates at historic
lows—persistently high unemployment, unsustainably high public and
private debt, and the stagnant value of household assets translate into
suffering and uncertainty for hundreds of millions worldwide.
These pressures are impacting older people
more severely than populations in general.
In this issue of The Journal, we focus on t he
ﬁ nancial security of older people, looking
especially at older workers and retirement
savings systems.
In the United States, we recently commemorated the 75th anniversary of Social Security,
which provides a c rucial safety net for older
Americans after a lifetime of contributions. We
examine the history and current state of Social
Security in an international context, noting
that the system is not one of the causes of the
nation’s ﬁscal crisis and can remain sustainable
and adequate with modest reforms well into the
future. As emerging economies grow economically and age a t an accelerated rate, they are
confronting the same challenges as the US and
other OECD countries in insuring the future
funding of pensions. José Cechin, Brazil’s former Minister of Social Security, explains the
particular stresses his country confronts due
to a generous state pension system supported
and enjoyed by the relatively small percentage
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of the work force in the formal economy. In
China, the future of retirement savings is
even more worrying. Fang Lianquan of the
China Academy of Social Sciences suggests
for China the notional deﬁned contribution
(NDC) model—a mixed pension system based
on PAYGO ﬁnance and a deﬁ ned contribution
beneﬁt formula used in Chile and several other
European and Asian countries.
Long an advocate for the employment of older
persons, AARP just awarded our 3rd annual
international awards for the best employers of
people 50 and older. In a ceremony in Brussels,
we recognized 15 employers from ﬁve countries that have demonstrated good human
resource policies for retaining and attracting
older workers. As the awards demonstrate,
AARP opposes mandatory retirement ages
and is encouraged to see ac tions against these
age restrictions. Steve Webb, UK Minister of
Pensions, explains the recent British government decision to do away with mandatory
retirement, noting that as populations age,
societies need people to work longer (as well as

FROM THE EDITOR

save more) to fund their retirement—barring
people from working longer only exacerbates
the problem of retirement savings. The United
N ations Population Fund emphasizes that
aging populations will not automatically result
in labor shortages—since most rapidly aging
countries still have high levels of unemployment and underemployment. Encouraging the
employment of older workers and making
structural reforms in labor markets can help
provide adequate labor forces in the future.
We feature examples of these ﬂexible and innovative policies from Denmark and Germany.
Per Kongshøj Madsen of Denmark’s Aalborg
University highlights the “ﬂexicurity” of the
Danish labor market model, which features a
ﬂexible labor market, a relatively low level of
employment protection, a generous system of
income support for the unemployed, and an
active policy focused on training and upgrading skills. Frank-Jürgen Weise of Germany’s
Federal Employment Agency, describes the
German short-time working program, a
ﬂexible scheme with government ﬁ nancial
support that allows companies to increase or
decrease working hours. While expensive,
the program has kept u nemployment, especially among older workers, relatively low
during the global recession.
Of course, nobody can work into their
later years if they do not enjoy good health.
Chronic disease causes more than 60 percent
(35 million) of deaths worldwide, and as the
world ages, these numbers and proportions
are constantly increasing. The UnitedHealth
Group and the N ational Heart, Lung, and
Blood Institute have created a network of 11
centers in low- and middle-income countries
to counter chronic disease and committed
$60 million for research to ﬁ nd innovative,

sustainable, and cost-effective methods to
counter chronic disease; to bu ild capacity
(people, institutions, and communities); and
to advocate for policies to reduce suffering,
deaths, and economic damage from chronic
disease. Within the US, Intel and GE h ave
created a n ew company focusing on n extgeneration remote health management systems, including the Intel® Reader, a m obile
handheld device that transforms printed text
to the spoken word and GE’s QuietCare®,
an advanced motion sensor technology that
learns the daily living patterns of senior community residents and sends alerts when certain out-of-the-ordinary events occur. The
goal is to bring more effective health care
into millions of homes and improve the lives
of seniors and others with chronic conditions.
Finally, as the European Union and the
27 member states continue to be valuable
partners of AARP and our efforts to en sure
everyone ages with purpose and dignity, we
are honored to fe ature the goals and objectives related to older persons of the new EU
Presidency. Dr. Miklós Réthelyi, Hungary’s
Minister of N ational Resources, notes the
Hungarian Presidency’s commitment to
many of the policies featured in this issue,
including strengthening public pensions,
encouraging employment of older workers,
and promoting active and healthy aging.

Josh Collett
Vice President for International Affairs
AARP
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From the CEO

AS I TRAVEL AROUND THE COUNTRY, people often ask me:
“What does A ARP do?” I t ell them we focus on t hree things: health
care, financial security and helping people 50+ live their best life.
Living your best life means different things to different people. But, there
is one fact we would all agree on: Life at 50+ today is a lot different than
it used to be. In yesterday’s world, most individuals went through a fairly
sequential pattern—education was for the young, work was for adults,
and leisure or retirement was for the old. But that pattern has changed.
The 20th century was demographically
transformational. Life expectancy almost
doubled in developed and developing countries alike. Living to a ripe old age has become
the norm. People today expect to l ive into
their 80s and beyond. More and more people
are planning and living their lives accordingly.
We are approaching a time when older adults
will outnumber children for the ﬁrst time in
world history.
Today, more t han ever, people are discovering new roles, exploring new possibilities and
redeﬁning themselves in ways that would not
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have been thought possible a few short years
ago. At the same time, we know that

> 70 percent of our AARP members still
provide ﬁnancial support for their kids,
and 40 percent are supporting both their
kids and their parents.

> By 2015, unmarried boomers will account
for 21 million households, or 46 percent
of all boomer households in the US.

> The number of 75+ households headed
by single women is projected to grow
from less than 6 million in 2010 to 13
million by 2050.

THE BIG PICTURE

Disturbingly, we also know that only about 25
percent of boomers are ﬁnancially prepared
for retirement.
This new longevity has tremendous implications, not just for older people, but for all
people. It’s true that the fastest growing age
group is the 85+ population. The second fastest is comprised of people over 100. But consider what this means for 30-year-olds, whose
chance of living to 90 or 100 is no longer just
a possibility, it’s highly probable. It changes
their entire life plan. They have to prepare for
that ﬁnancially, from a health standpoint and
in terms of what they’re going to do with their
lives and their careers.
“Living Your Best Life”—means something
different for everyone. But there are some
fundamental truths to making that happen,
regardless of where you are on life’s continuum.
For example, we all need affordable, quality
health care and ﬁnancial security. Attaining
ﬁnancial security begins with having a job
and being able to save for our later years. Yet,
75 million workers, or about half of today’s
workforce, don’t have a ret irement plan at
work—no pension, no 401(k), no proﬁt-sharing
plan, nothing.
The national savings rate has plummeted to
the lowest level since the Great Depression.
Regrettably, millions of Americans are
being forced to retire without much to live
on beyond Social Security, which will on
average replace about 40 percent of their preretirement income.
Workers 50+ have been hit hard by the Great
Recession. In the US, more than 2 m illion
people aged 55 and over a re unemployed,
pushing the unemployment rate for this age

group over 7 p ercent, the highest it’s been
since the late 1940s. Moreover, their average
time unemployed now exceeds 10 months.
More than half of older job seekers have
been out of work for six months or more,
considerably higher than the 23 percent at
the start of the recession in December 2007.
African Americans and Hispanics have been
hit especially hard.
All of this is happening at a time when people
are working longer, either out of choice or
necessity, and when the workforce increasingly includes a larger proportion of older
workers. A re cent US Labor Department
report showed that the number of workers
over 65 outnumber teenagers in the workforce
for the ﬁrst time since 1948. And AARP’s
own research ﬁnds that more and more of our
members want or need to keep working past
traditional retirement age.
The big question is whether we will have jobs
for these older workers. The answer depends
on whether our economy will recover and
grow, and by how much. This is not just a
question for the US. Economies in Europe
and Asia have also been hit hard, and many of
their societies are aging much faster than we
are in the US.
AARP is co mmitted to h elping people 50+
remain in the workforce as long as they want
or need to work. Staying on the job makes it
easier for people to save and to build a ﬁ nancially secure future. AARP is a strong advocate for older workers and ﬁercely opposes age
discrimination. This is an issue we care deeply
about at AARP. We are a watchdog over legal
rulings on age bias, and we continue to advocate on behalf of older workers in the courts,
in Congress, and in corporate America.
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We also have been working for years and have
developed many programs and tools to h elp
both older workers and employers bridge the
gap to an older workforce. We have developed
job search strategies, career counseling and
information on social networking advice and
have conducted career fairs for people over 50.

as other sources of retirement income—
such as pensions, savings, and home
equity—have been crumbling over the
past decade.

> If you pay into Social Security, you should
receive the beneﬁts you’ve earned over a
lifetime of hard work.

We believe that anyone 50+ who wants or
needs to work should be able to work. It’s not
only essential to achieving ﬁnancial security,
it also beneﬁts our economy. We are committed to that goal and will continue working to
achieve it for the beneﬁt of people 50+ and for
all of society.

> Your Social Security beneﬁ ts should

The foundation of ﬁnancial security for all of
us in the US is Social Security. Ever since Ida
Mae Fuller received the ﬁrst Social Security
check in January 1940, Social Security has
provided the foundation of retirement security and helped people live their lives with
independence and dignity.

> We will provide educational support

Protecting and strengthening Social Security
is a top priority for AARP. We are committed
to ﬁghting for Social Security so that people
75 years from now will still enjoy the peace of
mind it provides today. We know that Social
Security needs to be strengthened for future
generations, and we will lead the ﬁght toward
that goal. This can be achieved with relatively
modest changes if we do them sooner rather
than later.

keep up with inflation for as long as
you live.

> You should continue to be covered in
case you become disabled and can no
longer work, and your family should
continue to be protected if you die.
and advocate for policies to help people
save. And we will encourage better
pensions and more private savings in
addition to—not at the expense of—
Social Security.
On January 1, 2011, the ﬁrst of 78 million baby
boomers in the US will turn 65. Not only will
the size of the 65+ population double over the
next 30 years, people turning 65 today can
expect to live, on aver age, another 20 years.
Most of them are not ﬁnancially prepared.
AARP is committed to helping them achieve
ﬁ nancial security, and we will continue to
advocate for policies and provide them with
information and services to h elp them live
their best lives.

As we look to protect and strengthen Social
Security, we are guided by some basic
principles:

> Any changes to Social Security should
be discussed as part of a broader conversation about how to help Americans
prepare for a secure retirement, especially
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A. Barry Rand
CEO, AARP
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Old Age Support Ratio
Worldwide, it now stands at 9 persons of working age per person aged
65 or older and is projected to fall to 4 persons of working age per person
aged 65 or over in 2050. The level of the old-age support ratio has
important implications for the solvency of social security systems.

Good Deeds
Boomers volunteer more than any
other US age group. They are most
likely to volunteer with an organization;
most likely to work with neighbors to
ﬁx a community problem; and, most
likely to exchange favors with neighbors.

Value in the Workplace
Older workers are recognized and valued for having a good work ethic
and for providing experience, knowledge, and stability in the workplace.
They are loyal employees who can be counted on in a crisis.

Training
With longer careers, training and retraining
become ever more important as obsolete skills
often lead to premature retirement.

László Andor
European Commissioner for Employment
Social Affairs and Inclusion

ACTIVE AGING: THE EUROPEAN UNION’S
EMPLOYMENT INITIATIVES

THE BIG PICTURE

“You are only as old as you feel,” so the saying
goes. And indeed, our perception and experience of age is changing rapidly. While 200
years ago a few lucky persons lived to the age
of 70, today most people in Europe live well
beyond that age—and in much better health.
In 1889, when Otto von Bismarck introduced
the old age p ension insurance in Germany,
pensions were paid from age 7 0, while the
average life expectancy was 45 years. Today,
it exceeds 82 years for women and 77 years for
men, and most people can enjoy many years of
retirement in good health.
These are signiﬁcant changes in our population’s
age structure. We will have to adapt our employment policies, our workplace practices, as well as
our social security and health care systems to
this new demographic reality. And we must be
prepared to adapt our own lifestyles. The key to
tackling the challenges of an increasing proportion of older people in our societies is “active
aging”: encouraging older people to rem ain
active by working longer and retiring later, by
engaging in volunteer work after retirement, and
by leading healthy and autonomous lives.
In this article I w ill focus mainly on t he ﬁrst
strand of active aging—employment—for it is
in employment that we are faced with the greatest urgency, as the baby boom cohorts approach
retirement. In this area we can also draw on the
success of the last 10 years: in the European
Union, the proportion of people aged 55–64 in
employment has increased from 36.9 percent in
2000 to 46 percent in 2009.
2 01 2 : E U RO PEAN YEAR FO R
ACT I V E AG EIN G

The challenge we face is well understood
and calls for ac tion at all levels of government, employers and trade unions—the social

partners, as we call them—as well as civil society. To facilitate and trigger such action, the
European Commission, the executive body
of the EU, has proposed to designate 2012 as
European Year for Active Ageing. European
Years are very useful to c reate awareness of
particular policy issues—for example, in 2009
the focus was on creativity and innovation, in
2010 on c ombating poverty and social exclusion, and in 2011 it will be on volunteering.
But they are really successful only if they bring
about lasting changes in attitudes and policies.
So during the year-long campaign in 2012,
we will seek to encourage policy makers and
stakeholders, including companies, to engage
in initiatives to prom ote active, healthy, and
autonomous aging.
POLICY COORDINATION FOR
EMPLOYMENT AND SOCIAL PROTECTION

The European Year should also enhance the
effectiveness of EU-level policy cooperation.
The governments of the Member States share
their experiences relating to em ployment in
the European Employment Strategy through
an open method of coordination that relies on
soft-law instruments such as guidelines and
indicators, benchmarking, and sharing of best
practices. The same tools are applied to social
protection policies. Reforming and modernizing social security schemes (e.g., disability,
unemployment, sickness) and pensions is often
necessary to encourage those who are ﬁt to stay
longer in the labor market. In an aging society,
this is also critical to tackling poverty among
the elderly. In 2008, 19 percent of persons aged
65+ in the European Union were at risk of poverty, compared to 17 percent for the population
in general. A longer working life can help alleviate poverty by providing more i ncome and
higher pensions, but we must not forget that
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RESEARCH ON BEST PRACTICES AT
GOVERNMENT AND COMPANY LEVELS

During the yearlong campaign
in 2012, we will seek to encourage
policy makers and stakeholders,
including companies, to engage
in initiatives to promote active,
healthy, autonomous aging.

this option is not available to everyone, be it for
health reasons or due to the labor market situation. Solidarity remains an essential feature of
pension systems. This is also one reason why
this past summer, together with my colleagues
Commissioners Rehn and Barnier, I presented
a Green Paper on pensions to facilitate debate
and determine what action is necessary. 1
LI FE LO NG L E A R N IN G

With longer careers, training and retraining
become ever more important as obsolete skills
often lead to premature retirement. However,
the participation of older workers in training is
still very low. In the EU, fewer than 5 percent
of workers from 55- to 64-years old took part
in training in 2008. The EU supports various initiatives that help workers consistently
update their skills, both through funding and
the sharing of best practices, for example by
promoting comprehensive lifelong learning
strategies and competence-based approaches
to human resource management.
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The European Commission can also rely on
various agencies to promot e mutual learning
on policies and best practices that contribute
to active aging. For example, the European
Foundation for the Improvement of Living
and Working Conditions (Eurofound), 2 based
in Dublin, Ireland, has developed a number of
measures for an aging workforce relating to
active labor market policies, lifelong learning,
age awareness in management, and more
ﬂexible working time and leave arrangements.
Another agency, based in Bilbao, Spain,
provides information on h ow to improve
health and safety at the workplace. And a
third agency, based in Thessaloniki, Greece,
promotes the development of vocational education and training in the European Union.
Through these agencies, the European Union
can tap into a wealth of interesting initiatives,
including from private companies.
FI NA NCI A L S UP P ORT FOR ACTI VE
AGI NG P ROJECTS

The EU also provides ﬁnancial support to
projects that contribute to active aging. This
is done mainly through the European Social
Fund, the EU’s main ﬁnancial vehicle for supporting employment. Out of this fund, older
workers can beneﬁt from active labor market
measures that represent about €29 billion for
the current programming period, 2007–13.
FIGHTING AGE DISCRIMINATION

We also need to ﬁght negative stereotypes
of older people and age d iscrimination.
Discrimination based on age i n employment
is prohibited under EU law. But age discrimination also often occurs in accessing goods
and services, such as insurance products and
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health care. With this in mind, the European
Commission has proposed a new law to prohibit discrimination outside employment. If
adopted, it will ban discrimination based on
age in social protection, education, and access
to goods and services. Moreover, it will also
seek to en sure a b alance between the needs
of older people and the risks related to age ,
particularly with regard to ﬁnancial services.
ACT I V E AG IN G TH RO UGH
VO LU NT E E RIN G

Active aging must not stop when people leave
the labor market. In a s urvey carried out in
2008, almost three-quarters of Europeans
who had not yet ret ired said that they would
consider participating in community or volunteer work. Among the retired, 34 percent said
that they had engaged in volunteering and
another 10 percent said they were planning
to do so . There is a v ast potential for senior
volunteering in the European Union. The
European Union’s Grundtvig program for
adult education makes a small contribution to
this by ﬁnancing projects supporting senior
volunteering. Another important initiative is
the decision to designate 2011 as European
Year of Voluntary Activities Promoting Active
Citizenship, which will also aim to prom ote
volunteerism among older people.

Active aging is good for society and for older
people themselves, as it contributes to their
physical, mental, and social wellbeing. Active
aging helps prevent older people from experiencing old age as a time of marginalization.
We can make active aging a positive reality if
policy makers, employers, employees, and nongovernmental organizations work together.
European companies that are developing age
management strategies and promoting active
aging through various measures are making an
important contribution.
This is why I ver y much welcome AARP’s
International Innovative Employer Award. Much
of the life of employees is decided on the company level. This is where changes can have the
biggest impact. Promoting good practices at
this level is crucial, and I a m very happy that
European companies are being selected for this
award. I do hope that this will inspire many
more employers to re alize the value of older
employees and the potential of active aging.
Endnotes
1

European Commission (2010). Green paper towards
adequate, sustainable and safe European pension
systems. SEC(2010)830.

2

http://www.eurofound.europa.eu/areas/population
andsociety/activeageing.htm

László Andor
László Andor is the European

CO NC LU S I ON

It is high time to scrap the idea that people
become a burden on others as they turn 60.
Older people today are healthier than ever and
can expect to l ive longer. They can play an
active part in the economy and society and look
after themselves for much longer than before,
especially if they beneﬁt from an environment
and technologies adapted to their needs.

Commissioner for Employment,
Social Affairs and Inclusion. He
previously served as member of
the board of directors of the
European Bank for Reconstruction
and Development (EBRD) and as advisor in the
Hungarian Prime Minister’s Office. He holds
degrees from the George Washington University,
Washington, DC, University of Manchester, UK, and
the University of Economic Sciences in Budapest.
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Dr. Miklós Réthelyi
Minister of National Resources
Republic of Hungary

PRIORITIES OF HUNGARY’S EU PRESIDENCY:
ECONOMIC POLICY COORDINATION AND
THE EUROPE 2020 STR ATEGY
Hungary will hold the presidency o f the Council of the European Union
for the ﬁrst time from January 1 through June 30, 2011. This is a historic
challenge for our country. We ﬁnd ourselves in a special situation, as issues and obj ectives guiding the agenda o f the European Uni on will
strongly coincide with our own national efforts.
Creating jobs is among the main strategic
objectives of the Europe 2020 Strategy.
Consequently, while fulﬁlling these EU-level
objectives, we will also contribute toward
accomplishing our own fundamental goals.
One of the most important tasks of our presidency, therefore, will be to enhance economic
consolidation of the European Union. The issue
at stake is recovery of the EU’s competitiveness

16
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and the survival and further development of the
European model. To achieve this, fundamental
changes are necessary. The implementation of
the Europe 2020 Strategy will be our priority
task, together with strengthening economic
policy coordination.
Other essential issues on t he agenda of the
Hungarian presidency are tasks related to
the long-term budgetary planning process. A
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strategic element of the forthcoming period is
consultation on the future of the EU Common
Agricultural Policy. Addressing issues related
to the energy package, as well as climate
policy, will also be priorities.
Following the adoption of the Lisbon Treaty,
a key question will be whether the new legal
framework will be able to bring Europe closer
to its citizens. For us, the most important task
will be to promote this process, demonstrating
that the EU exists for its citizens, and is able
to improve and enrich their lives. This is why
we attach speciﬁc importance to issues related
to fundamental rights and give priority to
preserving cultural diversity.
S O C I A L P O L ICY, AGIN G AN D
FA M I LY P O L ICY

In the course of the Hungarian EU presidency,
the Ministry of National Resources will pay
special attention to so cial and aging-related
programs, as well as to family policy. The
Europe 2020 Strategy constitutes a u nique
framework for providing genuine responses
to a number of problems faced by European
societies. Priority will be given to the initiative European Platform against Poverty, with
special attention to ﬁ ghting child poverty.
We intend to focus our attention on activities
related to e arly childhood education, societal
participation of children, and prevention of
further deepening of poverty. Within the
European Union, 2010 is the European Year
of Combating Poverty and Social Exclusion.
The European Platform against Poverty will
direct our attention to improving the situation
of the Roma. Hungary is pressing for more
active EU involvement in this respect, and
we are committed to ac tively participating in
developing the European Framework Strategy

on Roma Inclusion. We will also support Roma
beneﬁting from EU grants proportionate to the
seriousness of their socioeconomic situation.
An important task will be to initiate a complex discussion on f amily policy issues and
demographic trends. The Hungarian EU
presidency will hold a t hematic week, titled
Population Issues and Population Policies:
Increasing Awareness, that will include an
expert-level conference, a ministerial meeting,
and a number of civil society events. Our aim
is to direct attention toward changing demographic trends.
S ECUR E P E NS I ON SYSTE M,
ACTI VE AGI NG

We will continue to promote common deliberations on s ustainable and secure European
pension systems. We would also like to ensure
that Europe’s aging society can look forward to
favorable prospects for life after work. We need
to be able to rely on the help, knowledge, and
decades-long experience of ou r older citizens,
and thus we should take particular care of the
elderly and support cooperation among generations. The Hungarian government pays special
attention to protecting pensions and preserving
the purchasing value of these beneﬁts. We all
beneﬁt when seniors are able to live active lives
within their families for as long as possible.
The Ministry of National Resources deems it
important that changes in attitude enhancing
the self-esteem of older persons and promoting opportunities for an active lifestyle come
about both in politics and in society. To this
end we intend to strengthen the social services
system and support activities by religious and
civic organizations. To create a pro sperous
economy, as well as to ensure the long-term
sustainability of the pension system, the
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To create a prosperous economy,
as well as to ensure the longterm sustainability of the pension
system, the ministry plans to
implement measures encouraging
an increase in the birthrate
and strengthening the family
support system.

ministry plans to implement measures
encouraging an increase in the birthrate and
strengthening the family support system.
WOR L D- C L A SS M ED ICIN E AN D
MEDICAL TOURISM

One of the main pillars of active aging is the
preservation of good health. A special characteristic of Hungary is its supply of high-quality
mineral and thermal waters. Globally we are
among the leading countries with regard to
health tourism facilities (thermal water, medicinal climate, mofette, and medicinal mud).
Hungary has the ﬁfth-largest thermal water
reserves in the world, after Japan, Iceland,
Italy and France. Of the country’s 1,372
thermal water sources, 197 are recognized as
providing medicinal water; 385 settlements
have thermal or medicinal bath complexes, of
which 65 are classiﬁed as medicinal spas. Our
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water is unique in its temperature, quality, and
curative powers. In Hungary there is a l ong
tradition of balneology based on thermal and
medicinal water treatment in the areas of locomotor disorders, traumatology, postsurgical
rehabilitation, gynecology, and dermatology.
Our health resorts have gained worldwide
recognition for their long experience in successful curative activities, and also for the fact
that several healing factors are concentrated in
individual locations. The most famous health
resorts are in Balatonfüred, Bük, Debrecen,
Eger, Gyöngyös, Gyula, Hajdúszoboszló,
Harkány, Hévíz, Miskolc, Parád, Sopron,
and Zalakaros. Hungary’s capital, Budapest,
is also a spa city with great traditions, where
the experience of bathing and recovery can
be enjoyed in a h istoric environment. The
Széchenyi Baths, set i n a m agniﬁcent park
in the heart of the city, or the Gellért Baths
on the bank of the River Danube in the city
center, offer an inimitable atmosphere.
The Ofﬁce of the Junior Minister for Health
in the Ministry of National Resources attaches
great importance to i nnovation; it intends
to further develop sophisticated, medically
based wellness treatments, developing complex
treatment packages tailored to each patient’s
needs, comprising interventions from healthy
nutrition to improving physical condition.
Miklós Réthelyi
Miklós Réthelyi, a professor at
the Semmelweis Medical University, was appointed minister
of national resources in May
2010. He is responsible for the
culture, education, health, social
protection, and sport portfolios.
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Lifelong Learning
In order to sustainably increase the employment rate of
older people, actions must be taken. The approach based
on life cycle and lifelong learning is essential to improve
integration of older workers into the employment market.

Economic Growth
Keeping older persons in working life longer results
in an increase in the size of the available workforce, and improves the sustainability and
adequacy of public pension systems.
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Rainy Day Funds
Many people 62 and older lack savings to cover
expenses in case of emergencies like sickness,
job loss, or economic downturn.

Healthcare
In graying societies both governments and individuals
will spend ever-larger portions of income funding
healthcare. Economies will become progressively
health-care centered.
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Nancy LeaMond
Executive Vice President,
State and National Group
AARP

SOCIAL SECURIT Y: A VIABLE AND
SUSTAINABLE SAFET Y NET
The development of programs to provide a ﬁnancial
“safety net” for our citiz ens in t heir old age w as
one of the most si gniﬁcant social achievements
of the twentieth century. Now, in the twenty-ﬁrst
century, maintaining these programs is one o f our
main challenges.
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According to the Organisation for Economic
Co-operation and Development (OECD), by
2030 the average bill for public pensions in
the developed world will grow to more than 4
percent of gross domestic product (GDP). For
nations that have the most generous pension
systems or whose populations are aging the
most rapidly—which include the countries of
continental Europe and Japan—the increase
will amount to more than 6 percent of GDP.
In the United States, it will increase to about
2.5 percent of GDP.
The global ﬁ nancial crisis and economic
recession of recent years have compounded
these concerns. A n umber of government
budgets are now running large deﬁcits. The
result in many countries may be such unpopular actions as reducing income for ret irees
and compelling today’s younger workers to
work much longer. Already, we have seen
protests in Greece against cutting pensions,
and in France against the government’s decision to raise the retirement age from 60 to 62.
The US system for providing ﬁnancial security for our older population shares many
problems with those of other nations. But it
also has some unique features that are causing some unique challenges.
The foundation of our retirement income
regime is our federal Social Security program,
which recently celebrated its 75th anniversary.
Signed into law by President Franklin D.
Roosevelt on A ugust 14, 1935—a time when
more than half the elderly population of
the United States was living in poverty—it
represented America’s ﬁ rst major federal
government program to deal directly with the
economic security of our citizens.
The Social Security program has played a vital
role in the income security of the American

Today, thanks to Social
Security, the poverty rate for
older Americans is lower than
it is for any other age group.

people for 75 years, and has proven to be the
most successful government program in our
history. Today, thanks to Social Security,
the poverty rate for older Americans is lower
than it is for any other age group.
Social Security is a system of social insurance,
under which workers and their employers
contribute a part of their earnings in order to
provide a minimum, but guaranteed source of
income in their retirement years, along with
protection for the workers and their families
if they die or become disabled.
A payroll tax on b oth workers and their
employers remains the primary method of
ﬁnancing the program. Since each worker
pays Social Security taxes, each earns the
right to re ceive Social Security beneﬁts.
This basic principle of the Social Security
program has been largely responsible for its
widespread public acceptance and support.

WINTER 2011

23

our population with no employment-based
savings plan of any kind.

Protecting Social Security
represents the very core of
AARP’s identity and mission.
Our successes in protecting
Social Security over the years
have defined AARP in the
minds of untold millions
of Americans.

Today, Social Security provides beneﬁts to
more than 53 million people.
Social Security plays a particularly signiﬁcant
role in providing retirement income security
for women and minorities. More than threequarters of older women, African Americans,
and Hispanics depend on Social Security for
more than half their income.
But Social Security was never intended to be
the only source of retirement income. And here
is where we face some serious problems not
shared by many other countries, particularly in
the wake of the global economic downturn.
Earnings replacement rates for Social
Security beneﬁts are only about 40 percent
for average wage earners, and 25 percent for
high earners. Only about half of all working
Americans age 50 and older have any sort of
private pension coverage, a p ercentage that
has not changed in two decades—leaving half
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Typical employer-provided pensions have
transitioned rapidly in recent years from deﬁnedbeneﬁt plans, under which the employer bears
the obligation and costs of providing beneﬁts,
to deﬁned-contribution plans. This has shifted
much of the responsibility for retirement security from the employer to the worker.
The most common deﬁned-contribution plans
are 401(k) plans. These are basically tax-privileged savings plans. An employee contributes a
percentage of pretax income, typically up to 10
percent, toward an investment account. Many
employers choose to m atch the contribution,
on average up to 5 percent.
Today, 401(k) plans have become virtually
indistinguishable from other individual savings. They are the way A mericans who are
offered them and choose to enroll in them now
do most of their retirement saving. Among all
workers, only 39.6 percent participated in a
retirement plan in 2009, down from a high of
44.4 percent in 2000. The rate of employers
sponsoring retirement plans also dropped,
from a high of 69.4 percent in 1999 to 61.8
percent for full-time workers in 2009.
Most members of the 78-million-strong baby
boomer generation are not saving nearly
enough to ﬁ nance the lifestyle they envision
in their retirement years. And the recent
economic woes have dealt those who have
saved a se vere blow. Balances in 401(k) plans
have lost 30 percent of their value, reducing
the median for those approaching retirement
from $78,000 to $56,000. Companies have also
started cutting back on the employer match.
Although the United States shares with many
other countries the problem of potentially
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crippling budget deﬁcits, the relationship of
our Social Security program to the deﬁcits is
different from most. In most of Europe, for
example, the old-age pension programs are
ﬁ nanced through general revenues, which
means that shortfalls in these programs are a
direct component of these countries’ overall
budget deﬁcits. Not so in the United States.
Then why, you may wonder, is so much being
said to the effect that Social Security must be cut
in order to address our federal budget deﬁcit?
President Obama appointed a bipartisan Fiscal
Commission which made recommendations
to Congress on December 1, 2010, to address
the large federal budget deﬁ cit. The committee’s chairpersons, along with several other
members, publicly voiced the view that Social
Security should be part of any plan to drive
down the deﬁcit.
But, in fact, Social Security has been running
a surplus and has not contributed one dollar to
our nation’s current budget deﬁcit. By law, the
program cannot spend more than it collects
through payroll taxes, the taxation of beneﬁts,
and the assets in its Trust Fund. Even in the
current economic crisis, the Social Security
Trust Fund has continued to grow.
Many who propose making signiﬁcant changes
to Social Security keep saying that the program is “going broke.” The truth is that while
Social Security faces long-term funding challenges, it isn’t even close to going broke. With
no changes at all, Social Security could pay
out full beneﬁts until 2037 and could pay out
three-quarters of promised beneﬁts for years
after that. That isn’t good enough, of course.
It will take only modest changes—the right
changes—to ensure that Social Security
remains strong for generations to com e,
keeping ﬁrmly in mind that changes to o ur

Social Security program must always be
considered in the wider picture of overall
ﬁnancial security in retirement.
Social Security will remain—as it has for 75
years—the ﬁrewall between an old age of dignity and ﬁnancial desperation in the United
States. It provides more than half the income
for seven out of ten sen iors who are single,
and for ﬁve of every ten married couples who
receive beneﬁts. It is basically the only source
of income for about one of every ﬁve citizens
who are 65 and older.
Protecting Social Security represents the
very core of AARP’s identity and mission.
Our successes in protecting Social Security
over the years have deﬁ ned AARP in the
minds of untold millions of Americans.
As we develop policies to deal with the future
ﬁ nancial security of our older citizens, we
must, of course, remain true to our national
cultures and traditions. We must ask ourselves, “What sort of social contract does our
government hold with our citizens?” “Is our
social contract in need of modiﬁcation?” Each
nation has its own unique challenges and will
require policies and programs tailored to its
own particular needs. What is common to all
is the need to get moving.
Nancy LeaMond
Nancy LeaMond, Executive Vice
President of AARP’s State and
National Group, leads government relations, advocacy, and
public education for AARP’s social change agenda. Nancy also
has responsibility for AARP’s state operation, which
includes offices in all 50 states, the District of
Columbia, Puerto Rico, and the US Virgin Islands.
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RETHINKING PUBLIC PENSION REFORM:
COULD CHINA ADOPT A NOTIONAL
DEFINED CONTRIBUTION MODEL?
Since the economic crisis began in 2007, more and more people in China
have realized the important role of a social security system for longterm economic growth and social harmony.
However, the Chinese system is still underdeveloped, with limited coverage and inadequate
beneﬁts. Just as it was the case with the
Great Depression that took place in the
1930s, this current economic crisis provides
a good opportunity for China to re structure
its public pension system.
At present, there are three main public pension
plans in China. The ﬁrst is the pension plan
for employees in urban enterprises, usually
regarded as the major public pension system
in China. It is a mixed system combining
“social pooling.” It includes a deﬁned beneﬁt,
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pay-as-you-go (PAYGO) component and a
deﬁned contribution component in the form
of individual accounts. The second is the New
Rural Areas Pension plan that was piloted in
2009. The third is the pension plan that covers
public employees in both government and public institutions. Brieﬂy, the following problems
characterize the current system:

> Limited coverage: The number of par

-

ticipants under these three plans is about
345 million—about 26 percent of the total
population, or just 44 percent of those
employed. The central government has put
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> Poor management: Since the urban employee

The Notional Deﬁned Contribution
(NDC) model has been used in
seven European and Asian
countries. Generally, it is a mixed
pension system based on PAYGO
ﬁnance but with a deﬁned
contribution beneﬁt formula.

forward a proposal that would create universal coverage by 2020. However , workers in
both rural areas and urban informal sectors
are reluctant to join the system because of
the high contribution rate (28 percent of
salary for the urban employee pension plan)
and unclear beneﬁts.

> Fragmented systems: Besides the three plans
mentioned above, there are also other pension plans for special social groups, such as
migrant workers and peasants who lose their
land. All of these plans vary in contribution
rates, beneﬁt structures, and administrative
agencies. Recently some local governments
have introduced dozens of local pension
plans, which further fragment the system.

> Poor portability: Because pension coverage is
fragmented, it is difﬁcult for workers to shift
between plans. This issue exists even within a
single pension plan, especially for the urban
employees, because of the low “social pooling” level of pension fund administration.
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pension plan is partially funded, there are
two kinds of pension funds: the reserve funds
from the PAYGO (social pooling part) surplus
and pension funds in the individual accounts.
Because of the absence of investment rules,
neither of them is efﬁciently managed and they
are susceptible to fraud and abuse. Also the rate
of return on the Individual accounts is very low,
because only certain treasury bonds and bank
deposits are stipulated as investment tools.
China faces major challenges in public pension
reform in the next 40 years. The main concern
is population aging. The current population
over the age of 65 is 111 million; that number
is expected to increase to 331 million by 2050,
which means 2.5 young people will support each
elder. Other challenges come from China’s complex socioeconomic transition process, such as a
dualistic economy structure, regional disparities, and unprecedented population migration
accompanied by urbanization. Considering the
speciﬁc circumstances of China, public pension
reform should meet the following requirements:

> a universal system that provides adequate
beneﬁts;

> a contribution incentive mechanism, and
reducing the contribution burden to a n
affordable level;

> recognition of population aging and maintenance of the long-run sustainability of
pension ﬁ nance; and

> an automatic adjustment mechanism to
withstand major shocks from social and
economic changes.
To realize these goals, China has to refo rm
its public pension system.
What kind of pension system should China
adopt? Currently there are a number of debates

ECONOMIC SECURITY & WORK

on pension reform strategy, among which a key
issue is how to recognize the role of individual
accounts in the pension system. In the 1990s,
learning from the experiences of Singapore and
Chile, China introduced individual accounts
into the public pension system. However,
because of the burden of “transition costs,”
pension funds in the individual accounts have
been used to p ay for current beneﬁts and are
virtually empty accounts. Since reﬁlling the
individual account does not make sense, the
idea of a notional account, called the notional
deﬁned contribution (NDC) model, comes into
play. The NDC model has been used in seven
European and Asian countries. Generally, it
is a m ixed pension system based on PAYGO
ﬁnance but with a deﬁned contribution beneﬁt
formula. The special characteristics of N DC
are most appealing to de veloping countries
whose capital markets are underdeveloped and
lack the money to launch a fully funded system.
If China adopts an NDC system, many difﬁculties in the current system can be resolved:

> A universal system can be established that
incorporates all the current scattered systems. Since N DC is totally an individual
account system, the social pooling part will
be canceled. Based on a uniform contribution rate and beneﬁ ts formula, everyone
can easily join in the system.

the new system. Thus there will be a rapid
growth in pension revenue and the current
high contribution rate can be decreased.

> Coping with population aging. The uncovered population can also be regarded as
a valuable advantage for China to initiate
a new pension system. If all workers join,
there will be no concern about ﬁ nancial
sustainability in the short term. Under cer tain assumptions, the impact of population
aging could be postponed for 20 to 30 years.

> Transparency and ease of administration. The
current system is very difﬁ cult to administer
because of the complex structure of the mixed
system. Since NDC adopts a uniﬁed administrative structure, a single central government
agency can administer the whole system.
HOW TO R E FOR M THE OLD SYSTE M?

In the next 10 years, China can take advantage of its “Demographic Dividend” to make
the transition to a new NDC system. During
the transition period, the social pooling part
can be cut down gradually, at the same time
enlarging individual accounts. So, by 2020 the
social pooling pension will be totally replaced
by the N DC account. In the long term, the
NDC account can be easily transformed into
a funded account as long as there are fund
surpluses within the system.

> Pension plans can be portable. Every
insurer has an individual account, just like
a bank account, in which the accumulated
credits on contributions are recorded. So,
workers can transfer their pension beneﬁ ts
whenever they move.

> Extending coverage. W ithin the N DC
system, the members’ pension beneﬁ ts are
closely linked with their contributions. Once
an attractive nominal rate for contribution is
set, uncovered workers will promptly enter

Fang Lianquan
Fang Lianquan is an associate research fellow at the Institute of
Latin American Studies, CASS
(Chinese Academy of Social
Sciences). He is a visiting researcher on a project of “Public
Pension Reform in China” at the Kennedy School of
Government, Harvard University.
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FINANCIAL REFORM: STRENGTHENING
CONSUMER PROTECTION AND THE FINANCIAL
CAPABILITY OF CONSUMERS IS ESSENTIAL
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In the wake of President Obama’s signing of
the Dodd-Frank ﬁnancial reform bill and the
new Basel III agreement on capital standards
for major global ﬁnancial institutions, people
keep asking if any of this make a d ifference.
Deﬁnitely! While no single law or set of rules
can preclude the possibility of another crisis,
Dodd-Frank and the new international agreements will put into place a framework designed
to reduce incentives for excessive risk, increase
safety margins for major ﬁnancial institutions,
and close gaps in regulatory oversight. These
actions are likely to make any future crisis less
severe, the recovery quicker, and the losses to
business and family balance sheets much less
traumatic than our recent experience.
But to complete ﬁnancial reform, it is essential
that we preclude systemic risks that can develop
from the under-enforcement of consumer
protection laws, such as the massive proliferation of interest-only and option-adjustable rate
mortgages whose risks were not transparent to
borrowers or subsequently, investors across
the globe who purchased mortgage-backed
securities based on these loans. We must help
consumers deal with the growing complexity
of ﬁnancial products and increase their capability to make ﬁnancial decisions that are best
for them and their families.
A STRONGER GLOBAL FINANCIAL SYSTEM

Last year, the G-20 leaders committed to a comprehensive framework—stronger capital and
liquidity standards, more intensive supervision
of systemically important ﬁnancial institutions
(SIFIs), standardized over-the-counter (OTC)
derivatives trading, and effective resolution
authority—to build a st ronger, more resilient
global ﬁnancial system. Together, Dodd-Frank
and the Basel III accord, along with parallel

efforts through the Financial Stability Board
(FSB) and the International Monetary Fund,
have made a promising start in delivering on
these commitments.
Excessive leverage and thin capital cushions
at SIFIs were key contributors to the ﬁnancial
crisis. Dodd-Frank addresses this issue by
increasing capital requirements for bank holding companies and systemic nonbank ﬁ nancial
companies. Under the Basel agreement,
capital requirements for major institutions
will increase signiﬁcantly.1 Changes in the
ratio of risk-weighted assets alone will result
in a more than threefold increase in system
capital. Also, by tightening the deﬁnition of
capital to include only high-quality forms and
requiring the holding of more capital against
more risky products such as derivatives, capital requirements are further strengthened.
To address the problem of risks in the global
ﬁ nancial system, Dodd-Frank establishes the
Financial Stability Oversight Council with
authority to identify SIFIs, monitor emerging systemic risks, make recommendations
to the Federal Reserve for tightening rules,
and ensure that all SIFIs regardless of legal
form are supervised in a con sistent manner.
In Europe, the new Systemic Risk Board will
undertake similar activities.
The lack of transparency and build-up of risk
in OTC derivatives markets became a major
source of uncertainty during the crisis. To
increase transparency, Dodd-Frank requires
most derivatives contracts to b e cleared
through central clearinghouses and trading
be conducted on pu blic exchanges. A ke y
consideration in establishing these markets
will be ensuring that they are consistent with
international standards adopted by the FSB.
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frameworks are proceeding through the FSB,
guided by Basel Committee recommendations.

A recent survey of ﬁnancial
capability in the United States
found that nearly half of
respondents lacked savings
or “rainy day” funds to cover
expenses in the case of sickness,
job loss, economic downturn,
or other emergency.

Finally, a ke y component of addressing “too
big to fail” is having effective resolution tools
to liquidate large and complex ﬁnancial institutions in an orderly way. Under Dodd-Frank,
if the Treasury Department, the Federal
Deposit Insurance Corporation (FDIC), and
the Federal Reserve agree that a ﬁ rm’s failure
or resolution in bankruptcy would have adverse
systemic effects, procedures to close down the
ﬁrm are authorized. A highly contentious issue
during the legislative debate was the extent
of taxpayer costs for liquidating ﬁrms. DoddFrank attempts to minimize the possibility of
taxpayer costs by requiring that shareholders
and unsecured creditors bear all losses. Any
expenses incurred by the government not repaid
from assets would come from assessments on
large ﬁ nancial ﬁ rms. International efforts
to ensure effective cross-border resolution

32

THE JOURNAL

STR E NGTHE NI NG CONS UME R
P ROTECTI ON A ND THE FI NA NCI A L
CAPABILITY OF CONSUMERS

The diffusion of responsibility for consumer
protection governing ﬁ nancial institutions
among seven different federal agencies as well
as the development of a l argely unregulated
“shadow” nonbank ﬁnancial sector resulted in
the under-enforcement of consumer protection
laws in the United States, a pro liferation of
abusive practices especially in credit card and
mortgage lending, and the subsequent meltdown
of the mortgage market. Treasury Secretary
Timothy Geithner and others have noted that
“pervasive failures in consumer protection”
were a pr imary cause of the recent ﬁnancial
crisis.2 In addition, disclosures for ﬁ nancial
products are increasingly lengthy, impenetrable
to the average consumer, and usually frustrate
meaningful comparison and consumer choice.
Dodd-Frank consolidates consumer ﬁ nancial protection responsibilities into a s ingle
agency, the Consumer Financial Protection
Bureau (CFPB), and closes regulatory gaps by
enabling it to w rite rules covering all ﬁnancial institutions—banks and nonbanks—that
offer consumer ﬁnancial services or products
such as credit cards and mortgages. To
enhance its independence and authority,
the CFPB is led by an independent director
appointed by the president and conﬁrmed by
the Senate and receives a s ubstantial budget
from the Federal Reserve System rather than
through annual appropriations by Congress.
The CFPB has authority to enforce rules on
the largest banks and credit unions (assets of
$10 billion or more) and all mortgage-related
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businesses (such as lenders, servicers, and
brokers), payday lenders, and student lenders
as well as large nonbank ﬁ nancial companies.
Other federal regulators (such as the Ofﬁce
of the Comptroller of the Currency and
the FDIC) and state attorneys general will
enforce CFPB rules for smaller banks and
credit unions (assets under $10 billion).
According to Elizabeth Warren, who is a special adviser to the Treasury Secretary and leads
the effort to create the CFPB, a key goal for the
CFPB is to apply a pr inciples-based approach
that “instead of layering on regulations that
don’t protect consumers” would focus on
“short agreements that can be read in very little
time with very high levels of understanding.”3
Recognizing that consumer protections and
disclosures are less effective if consumers are
unable to make sense of the information, the
CFPB includes an Ofﬁce of Financial Literacy
and an Ofﬁce of Financial Protection for
Older Americans with special responsibility for
facilitating the ﬁnancial literacy of individuals
age 62 and older—a demographic with a particularly high rate of ﬁnancial fraud victimization. A recent survey of ﬁnancial capability in
the United States conducted by the Financial
Industry Regulatory Authority Investor
Education Foundation found that nearly half of
respondents lacked savings or “rainy day” funds
to cover expenses in the case of sickness, job
loss, economic downturn, or other emergency.
These households face signiﬁcant difﬁculties
in covering monthly expenses and paying
bills. Many engaged in ﬁnancial behaviors that
generated expenses and fees, and more than
one in ﬁve reported using high-cost alternative
borrowing methods such as payday loans.

found similarly low levels of ﬁnancial capability
among consumers, especially those with less
education and lower incomes. To emphasize
the need for enhanced ﬁnancial capability,
President Obama recently announced formation of an Advisory Council on Financial
Capability to complement the work of the
CFPB. Barry Rand, AARP’s CEO, has been
nominated to the Council.
Strengthening consumer protection and the
ﬁnancial capability of consumers is essential
to completing ﬁ nancial reform. Along with
measures to increase the safety and soundness of major ﬁ nancial institutions and the
resilience of the global ﬁ nancial system, they
are key elements in ensuring the success of
efforts to prevent and reduce the severity of
future ﬁnancial crises.
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THE DANISH L ABOR MARKET MODEL:
FLE XICURIT Y
One of the highest employment rates in
Europe, a rel atively low level of unemployment, and an overall positive macroeconomic
performance have made Denmark stand out as
having among the best employment practices
in Europe. Denmark has interesting traits
when it comes to t he country’s combination
of the basic building blocks of a Scandinavian
welfare state with characteristics of more
liberal market economies.
Recent studies have put increasing emphasis
on the interplay between the different elements of the system of Danish social security
and labor market policy, emphasizing the
virtuous circles between an extensive safety
net provided by social security and active labor
market policies on t he one hand, and a low
level of individual employment protection on
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the other. Under the heading of “ﬂexicurity,”
the Danish labor market model is cast in terms
of a well-functioning relationship among the
following elements (Bredgaard et al., 2006):

> A ﬂexible labor market with a high level
of external numerical ﬂ exibility indicated
by high levels of worker ﬂows in and out
of employment and unemployment

> A low level of employment protection, allowing employers to adapt the workforce to
changing economic conditions, making
the high degree of numerical ﬂ exibility
possible

> A generous system of income support for the
unemployed, which provides a maximum
beneﬁt level of 195,600 DKK (approx.
$US36,900)

ECONOMIC SECURITY & WORK

FIGURE 1

The Danish ﬂexicurity model

> Active labor market policies

aimed at
upgrading the skills of the unemployed
who are unable to return directly from
unemployment to a new job

The Danish labor market model can be
illustrated by a “golden triangle” (see Figure 1)
(Madsen 2006). The model combines high
mobility between jobs with a comprehensive
social safety net for the unemployed and an
active labor market policy. This is linked to a
modest level of job protection. There is also
higher risk willingness among workers due to
the comprehensive social safety net. Thus, a
Eurobarometer survey reported in 2006 that
a majority of more than 70 percent of Danes
found it a go od thing to c hange jobs every
few years.

The arrows between the corners of the
triangle in Figure 1 illustrate ﬂows of people.
Even though the unemployment rate is low
from an international perspective, around 20
percent of the workforce becomes unemployed
each year. But the majority of these workers
manage to ﬁnd a new job quickly. Those who
become long-term unemployed end up in the
target group for the active labor market policy
(ALMP), which helps them ﬁnd employment
opportunities. The model illustrates two of
the most important effects of such a policy. On
the one hand, the skills of the participants in
various programs (e.g., job training and education) are upgraded, improving their chances of
getting a jo b. This reﬂects the “qualiﬁcation
effect” of ALMP. On the other hand, the
measures can have a motivational effect in
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that unemployed persons who are approaching
the time when they are due for activation may
intensify their search for ordinary jobs, if they
consider activation a negative prospect.
The social safety net in the form of unemployment beneﬁts and cash beneﬁts for the
unemployed together with the high ﬂexibility,
form the main axis of the model since both
elements have been characteristic of the Danish
labor market for years. Recognition of employers’ right to h ire and ﬁre at will dates back to
September 1899, when the Danish trade unions
and employers’ organizations entered into
an agreement that focused on l abor market
disputes and how to solve them, as well as the
appropriate role of organizations in the system.
The Danish development of the welfare
state and labor market thus points toward an
interesting hybrid between the ﬂexible, liberal
welfare states characterized by high numerical
ﬂexibility (liberal hiring-and-ﬁring rules) and
the generous Scandinavian welfare regimes of
high beneﬁt levels. The hybrid model manages
to reconcile the dynamic forces of the free
market economy with the social security of
the Scandinavian welfare states.
ACT I V E L A B O R M ARKET PO L ICY

Active programs cover about 125,000 full-time
persons per year, compared to a w orkforce of
about 2.8 million persons. The following are
the main programs of Danish ALMP:

> Guidance (including job search support)
and upgrading of skills cover a wide
range of education and labor market
training and are offered for a maximum
duration of one year.

> Subsidized employment includes a variety
of measures that pay a wage subsidy to the
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employer. They range from short-term
traineeships to permanent wage subsidies
paid under the ﬂexi-jobs scheme.

> Integration education consists of programs targeted at immigrants.
When a member of an unemployment insurance fund loses a job, he or she must from the
ﬁrst day of unemployment register either at
the local job center or at the local ofﬁce of
the unemployment insurance fund. Within
the ﬁrst three weeks of unemployment, the
person must create a c urriculum vitae (CV)
describing his/her qualiﬁcations, work experience, and desired ﬁeld of work. This CV
is entered into a nationwide job bank on t he
Internet (operated by the N ational Labour
Market Authority). The person must enter
the job bank every week and conﬁrm that he/
she is still actively looking for work.
After one month of unemployment, the person is required to have an interview, at which
his/her CV is discussed, along with possible
employment options. The person will be given
advice with respect to their job search and may
also get information about speciﬁc jobs that are
available. After the ﬁrst interview, the person
will be required to attend interviews every three
months. The focus of the interviews is to test the
availability of work and employment options.
After nine months of unemployment, the person is considered to be among the long-term
unemployed and will be subject to mandatory
activation. For persons under age 3 0, the
deadline for activation is after three months.
The content of activation is decided by the job
center after an interview with the person. The
activation to be undertaken is described in a
so-called job plan, which is signed by the job
center and the unemployed person. Mandatory
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activation continues until the person gets a job
or loses the entitlement to regular unemployment beneﬁts after two years. Thereafter, he/
she can apply for means-tested cash beneﬁts
(social assistance) and will be subject to t he
regime of a noninsured unemployed person.
K E E P I NG T HE BAL AN CE

The key to u nderstanding the Danish labor
market model is the notion of balance. From
the macro perspective, the model walks the
line between a S candinavian welfare state
and a m arket-oriented economy, combining
social safety nets and active labor market
policy with low protection of the workforce
when it comes to employers’ freedom to hire
and ﬁre. From the perspective of unemployed
individuals, the balance is between a motivation—or threat—effect of active labor market policy and the intention to a pply active
programs positively to improve their skills.
Taking a l onger-term perspective, a n umber
of challenges can be identiﬁed that will put
pressure on t he Danish model of ﬂexicurity.
Like most countries, Denmark is facing an
aging population, which implies a g rowth in
the number of older workers with higher risks
of becoming marginalized. Also, the aging of
the population puts more general pressure on
the welfare state due to r ising costs of health
care and pensions, which compete with the
ﬁnancing of active and passive labor market
policies. The costs at present amount to 2.4 percent of gross domestic product. Furthermore,
Denmark is f acing increasing wage co mpetition from low-wage countries within Europe,
which has been ampliﬁed by the entry of a
number of Eastern European countries into
the EU. These challenges will place the need to
ensure the sustainability of ﬂexicurity high on
the Danish political agenda in coming years.

The hybrid model reconciles
the dynamic forces of the
free market economy with
the social security of the
Scandinavian welfare states.
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LIVING LONGER AND BET TER IN BR AZIL:
CHALLENGES AND OPPORTUNITIES
FACED BY A GR AYING SOCIET Y
In Brazil, population aging has been particularly fast, although hardly noticed yet by most of
the population. The speed of change is shown
by the impressive drop of the fertility rate, from
about 6.3 children per woman in the 1960s to
its current value of 1.8—well below the replacement rate of 2.1. This sharp reduction happened
twice as fast in Brazil as it did in Britain. At the
same time, life expectancy at birth in Brazil rose
from 55 years in 1960 to 73 years today.
On January 1, Dilma Rousseff began her term
as Brazil’s ﬁrst woman president and facing the
challenges of an aging society should be among
her highest priorities. The Brazilian Institute
for Geography and Statistics discovered two
years ago that the country had already reached
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the fertility rate of 1.8, previously projected not
to happen until 2040. The implied acceleration
of the demographic transition is remarkable.
The Brazilian population will start to decline
much earlier than previously envisaged—in
2040 instead of the early 2060s—and will
reach a maximum of 219 million people, rather
than over 260 million.
This dramatic change has not, unfortunately,
drawn the attention of governments, in part
because Brazil still has a relatively young population, with an average age of 27 years, a proportion of elderly people in the population just
about 6.9 percent, and 13.2 million people aged
65 and over. Brazil is not yet a “gray society,” but
it is graying quickly. In 2050 there will be 48.9
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Older Brazilians, especially
in the middle and upper middle
classes, will rely more and
more on private insurance and
retirement income to pay for
health care services.

million people aged 65 and over, or 22.7 percent
of the population. Even more impressive is the
change in the old age dependency ratio (65 and
over for each 100 persons aged 14 to 64)—from
10 today to 36 in 2050. Although acknowledged
by analysts and government ofﬁcials, this fact
has not been sufﬁciently pondered. Even the
successive pension reforms undertaken in
Brazil in the 1990s and 2000s were driven by
the built-in disequilibria in the architecture of
the pension systems, rather than by the aging of
the population. What drove the growing current account deﬁcit of recent years was not the
demographic transition but the possibility of
retiring at very low and declining ages—average retirement age under the length-of-service
scheme was as low as 49 in 1998! Unfortunately,
the reforms were not sufﬁcient to equilibrate
current pension ﬁnances, and new rounds of
reform are now necessary.
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Increased longevity, while maintaining the
same retirement age, means a longer period of
life as a retiree. Presuming that people want
to preserve their standard of living, a l arger
initial “stock of capital” is required in order to
keep the same monthly pension for the longer
period of retirement. There are three ways
to achieve this result: increase the contribution rate, extend the contribution period, or
improve returns on ac cumulated resources.
This is the “trilemma” of every pension system, be it public or private.
It is also applicable to those individuals who
decide not to participate in any social pension
system, but form and manage their own “pension
assets.” The longer the survival time, the larger
the required stock of capital at the moment of
retirement to sustain a decent monthly pension.
This is at the root of the growing imbalances
observed in pension systems around the world.
It is also a big challenge for privately run deﬁned
beneﬁt pension schemes. A l ot remains to b e
done in this area in the great majority of countries, including Brazil. The later we recognize
this need, the more painful the process will be.
Pensions are not the only area affected by
increasing longevity. We all know that as
we age, our physical and mental capabilities
deteriorate and body and mind become much
more exposed to c hronic incurable diseases
that must be treated throughout the remaining years of life. In a graying society we will
spend ever-larger fractions of our income on
health care, and society as a whole will spend
a larger fraction of gross domestic product.
Economies will become progressively health
care centered. Currently in Brazil, about 14
percent of GDP is spent on h ealth care (9
percent from government funds and 3 percent
from private spending). Health care costs
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tend to increase year after year due to aging
and to t he advances in technology that are
incorporated into medical procedures. So,
since earnings fall at retirement, the extra
earnings to ﬁnance the growing health care
expenditures must come from accumulated
assets from retirees themselves or from those
responsible for ﬁnancing health care services.
What I mean explicitly is that the funds
destined to ﬁnance health care services will
have to be larger in per capita terms. While
health care is guaranteed to all Brazilians by
the Constitution, the reality is that public
funding of health care, while high by developing country standards, is inadequate. Older
Brazilians, especially in the middle and upper
middle classes, will rely more and more on
private insurance and retirement income to
pay for health care services.
Another area that will have to go through
important structural changes is in social
investments. Fewer nurseries, primary schools,
playgrounds, and the like will sufﬁce to serve
declining absolute numbers of children. But in
Brazil, primary education is underfunded, so,
even with declining numbers of children, the
state will be compelled to increase investment
in primary education in order to prepare a more
educated and productive workforce appropriate for its increasingly sophisticated economy.
The growing numbers of elderly people will
demand new types of investment, and this will
open up new opportunities in many different
areas, the most obvious being hospitals and
home care facilities. The average individual
at any age tends to have a better health status
compared to h is or her predecessors. This is
particularly true in Brazil. We are witnessing
growing numbers of healthy Brazilians in their
80s and 90s. Quite a few of them will continue
to work, but as employability falls sharply with

old age, a growing number will be looking for
new ways of spending their time. There will be
ample room for investments in leisure facilities,
social clubs, continuing education, volunteerism, tourism, and the like. A totally new world
of opportunities emerges here.
Besides these changing needs of a g raying
society, I may point out a few other important
opportunities opened up by the growing number of elderly—health care initiatives, disease
prevention and health promotion, managed
care, life insurance, reverse mortgages,
cheaper medicines, loans to the elderly, and the
like. What a great new and expanding market!
It is there to b e exploited by those who can
appreciate these opportunities. In Brazil, they
have been unexploited so far. The 13.2 million
seniors of today already form an important
market; the nearly 50 million seniors in 2050
will form one 3.8 times larger. Many Brazilian
families are maintained by the income of their
elders. Upon their shoulders lie important
ﬁnancial responsibilities and opportunities for
economic growth for future generations.
José Cechin
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THE GERMAN JOB MIR ACLE:
SHORT-TIME WORKING PROGR AM
AS ANTICRISIS MEASURE
During the current recession, German
unemployment ﬁgures have remained
relatively unchanged, as opposed to
those of many other developed countries. Seasonally adjusted, the ﬁ gure
has oscillated since January 2009
between 3.5 and 3 .2 million, while
gross domestic product dropped by
5.9 percent from 2008 to 2009.
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This phenomenon—often termed the
“German job miracle”—can be attributed
mostly to the short-time working program.
Though other countries had or introduced
programs with similar names, nowhere else
were the programs as attractive to both
employers and employees. Given the program’s
attractiveness in Germany and the fact that
it is a s ubsidized scheme, this also means that
nowhere were such programs more costly.
Several factors were crucial to i ts success.
First, employers and the Public Employment
Service (PES) have signiﬁcant experience
with the program. A ver sion existed as far
back as 1910 and was then improved in 1924
in the aftermath of hyperinﬂation of 1923.
It was rediscovered with the ﬁrst economic
crisis in West Germany in the 1960s, and it
played an important role for the implications
arising out of the German reuniﬁcation and
then afterward during the recession of 1993.
Second, in the beginning of 2009, the German
government very quickly made major adjustments to the scheme to make it more adaptable
to smaller enterprises and in general easier to
administer in the face of rising demand. On
top of that, government, PES, employers’
associations, and trade unions heavily promoted the scheme.
In general, the German short-time working
program is a ver y ﬂexible scheme that allows
companies to increase or decrease working
hours. This enables them to take in and process
new orders without losing past or future beneﬁts.
Companies are generally eligible for the scheme
if they meet the following requirements:

> There is a “considerable” shortage of work.
> The shortage is for temporary and
unavoidable economic reasons, and

not due to normal (seasonal) or sector speciﬁc effects.

> There is an agreement between management and workers’ counsel.
During the recent crisis, certain industries
clearly met the requirements. For others, it was
not so obvious and more thorough evidence for
the situation had to b e given. For instance, a
lack of customers in November at the German
seaside is a qu ite normal seasonal effect and
does not lead to approval for the scheme; however, a 2 0 percent drop of customers during
summer has to be taken into account.
The rather vaguely deﬁned “considerable shortage of work” has been speciﬁed by law, as well
as other obligations for the applying companies.
Before the crisis, the main short-time working
regulations were the following:

> A company could apply if at least one-third
of the workforce was affected by more
than a 10 percent reduction in workload
(possibly down to no work at all).

> The social security contributions of the
nonworked hours must be borne by the
employers alone (i.e., both employers’
and employees’ contributions), which
equal roughly 40 percent of gross salary
for these hours.

> There is a maximum duration for this
scheme of six month by law , prolonged
temporarily to twelve months by decree.
Due to the crisis, the regulations were changed
as follows:

> The one-third requirement was dropped;
applications can be made for every
employee with more than a 10 percent
reduction of workload. This made the
scheme more workable for small and
medium enterprises.
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> The employer must bear half of the
social security contributions for nonworked hours and the other half is paid
for by PES; this leads to a cost reduction
for the companies and is a bigger incentive to use the scheme.

> Companies can apply for the scheme
for up to 24 months, which gives them
more time to recover.

> Also, temporary employment agencies
can apply. This eases the situation for
their employees, because companies hiring temporary staff from such agencies
normally set them free before applying
for short-time working subsidies.
The latter regulations are explicitly meant
for the crisis and are due to end in December
2010. Since we are still in a vital stage of economic recovery, legislation is under way to

extend the crisis regulations. After that, the
former “normal” ones will be in place again.
The outstanding ﬂexibility of the program
arises from a t wo-phase procedure. First, a
company has to apply for the scheme by proving that it meets the requirements. Then the
PES, which in Germany is the Bundesagentur
für Arbeit (BA), examines the case and sends
the applicant an ofﬁcial denial or approval.
In the second stage, within the approved
period, the company pays involved employees
60 percent of their net salary (or 67 percent, if
the employee’s household includes a child) for
every nonworked hour and pays the associated
social security contribution through its normal payroll accounting process. Afterwards,
the company applies for reimbursement of
the advanced money.

FIGURE 1

Participation in Short-Time Working Program (1989–2009)
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Within the program’s
regulatory framework
came another innovative
and interesting aspect:
an incentive for training.

This means that once a com pany qualiﬁes,
its workload may vary from month to month
(even drastically between full employment
and no work at all) without losing the approved
status—giving the company the opportunity
to take in orders whenever possible.
Figure 1 offers a rough idea of the execution
of the short-time working program during
the last decade. During the peak of the current crisis, there were roughly 1.5 million
people in the program with a one-third average reduction in working hours. This equates
to 500,000 fewer persons unemployed—a
great part of the German jobs miracle.
From the graph, it is obvious that the number
of people entering the short-time working
scheme rises dramatically in times of crisis. On

the other hand, there are cases even in good
times, which means that within BA, expertise
and familiarity with the scheme are always
available. However, that is never sufﬁcient for
times of crisis. In order to handle the very steep
increase in demand, BA had to redistribute
staff. Given the impossibility of qualifying new
staff with in-depth expertise in a ver y short
time, we also had to soph isticatedly redesign
and split processes to utilize both experts and
staff with less expertise. Overcoming all of
these difﬁculties, BA succeeded in granting
approvals and reimbursements within 15 days
in most of the cases and got much praise for
doing so. For a company in a difﬁcult situation,
it is essential to have quick reimbursement.
Within the program’s regulatory framework
came another innovative and interesting
aspect: an incentive for training. If a company
utilizes at least half of an employee’s nonworking hours under the scheme for training
purposes, the company is reimbursed for
the total social security contributions of this
person’s nonworked hours. This aspect of
the program did not perform extremely well,
despite being clearly intended to boost worker
qualiﬁcations and prepare for the coming
recovery. One reason is that training normally happens in a scheduled manner (e.g., at
a training company), which conﬂicts with the
ﬂexibility necessary for taking in new orders
at any time. Especially for small companies, it is
a difﬁcult matter. Also, a further provision in
the legislation provided companies reimbursement for the total social security contribution
without any prerequisites following the sixth
month of their participation in the scheme.
This provision made the training incentive
irrelevant to many companies that had been
utilizing the scheme for prolonged periods.
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For these reasons, only about 5 p ercent of
the short-time workers were trained under
the program.
Was the program successful? Yes, it was.
Under the program, many people were kept in
employment who otherwise might have been
dismissed. There are voices, especially from
the Organization for Economic Cooperation
and Development, claiming that the program
may have prevented structural change, by
keeping industries or companies alive unnecessarily that otherwise might have vanished
because of the lack of a pro sperous future.
This view is not shared by BA. One has to keep
in mind that during the ﬁrst six months in the
short-time working scheme, companies must
carry half of the social security contributions.
Even after that, when all the contributions are
carried by BA, costs remain that a com pany
would not otherwise have, including paying
for sick leave and holidays, and maintaining
an infrastructure. BA strongly believes that a
company would not carry that burden if it did
not foresee an upturn.

46

THE JOURNAL

What was the underlying rationale of companies to keep p eople? In the economically
successful years before the crisis, companies
felt heavily the shortage of skilled workers
and the problem of ﬁ nding them. Therefore,
it was quite natural, in view of the advantageous short-time working program, to keep
skilled workers in order to h ave them on
board for the anticipated economic upturn.
This seems to have worked especially well
for older workers. Since 2006, Germany has
experienced a quarterly rise in the number of
employed people between ages 50 and 65—
and this rise continued during the crisis.
Frank-Jürgen Weise
Frank-Jürgen Weise has served as
chairman of the Executive Board
of the Federal Employment Agency
—Germany’s Bundesagentur für
Arbeit (BA) since 2002.
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2010 AARP INTERNATIONAL INNOVATIVE
EMPLOYER AWARD RECIPIENTS
Congratulations to the 2010 AARP International Innovative Employer
Award recipients! This year’s ﬁfteen winners represent ﬁ ve countries
and a wide range of industries, including telecommunications, business
services, aviation, higher education, the public sector, and retail. These
employers have demonstrated outstanding leadership in addressing issues relevant to an aging workforce. Even more impressive, they have
done so against the backdrop of a global recession.
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Adecco Employment Services
Limited (Adecco Canada)
Toronto, Canada
www.adecco.ca
Personnel / HR Services
331 employees; 13.9% 50+
Winning Years: 2009, 2010
Adecco actively recruits 50+ job seekers through
its Established Worker Career Connections
Program and collaboration with the Canadian
Association for Retired Persons (CARP). To
ensure that the hiring process is free from age
discrimination, paper applications are available
for candidates who do not feel comfortable with
computers. Job candidates who are re-entering
the workforce after a prolonged hiatus are trained
on standard interviewing practices and techniques
for marketing their transferable skills.

BT
London, United Kingdom
www.bt.com
Telecommunications
97,655 employees; 30.7% 50+
Winning Years: 2008, 2009, 2010
BT employees benefit from a variety of flexible work
arrangements through the company’s Achieving
the Balance program. These arrangements help
older staff members make the transition from
full-time employment to retirement. The Career
Life Planning Tool, another innovative BT program,
helps employees develop their careers at every
stage and accounts for changes that may emerge
during employment. BT also operates a Diversity
Centre for Excellence, which reaches out to all
lines of business to manage their diversity agendas. This center has a staff member dedicated to
promoting BT’s age diversity strategy.

48

THE JOURNAL

Bundesagentur für Arbeit
(Federal Employment Agency)
Nürnberg, Germany
www.arbeitsagentur.de
Government
86,700 employees; 35.2% 50+
Winning Year: 2010
Bundesagentur für Arbeit (BA) offers over 500 flexible work schedules to accommodate the needs of
its employees. Moreover, employees benefit from
long-term working time accounts, which provide
opportunities for extended leaves of absence.
These options are especially beneficial to older
workers caring for family members or transitioning into retirement. BA also regularly re-employs
retired staff members with specific skill sets on a
temporary basis for projects. BA’s comprehensive
health promotion strategy includes a mental health
task force, smoking-cessation classes, and structured re-integration programs to help employees
return to the workplace after long-term sick leave.

Centrica plc
Windsor, United Kingdom
www.centrica.com
Utilities/Energy
27,564 employees; 14.8% 50+
Winning Years: 2008, 2009, 2010
Centrica’s efforts in the area of age management
include an Age Action Group, which convenes
managers from across business units to create a
detailed action plan addressing the company’s aging
workforce. Centrica also has an Age Awareness
e-learning package for managers and employees
to raise awareness about age-diversity issues.
The company supports work-life balance through
comprehensive, flexible work policies and a caregivers’
network. Centrica’s Working Well program features
innovative solutions to promote employee health
and mitigate business risk from illness and injury.
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Deutsche Lufthansa AG
Frankfurt, Germany
www.lufthansa.com
Transportation Services
81,331 employees; 21.5% 50+
Winning Year: 2010
Lufthansa offers multiple flexible work arrangements including part-time schedules, job-sharing
and telecommuting. Employees with caregiving
responsibilities also benefit from individualized
elder care solutions offered through the company’s Family Service. Preventative health measures
are a top priority for Lufthansa, and the company
emphasizes employee health through a variety
of means, including counseling services for staff
members facing personal challenges or crises.
Lufthansa is committed to continuous learning and
training and maintains several methods, such as
e-learning, to allow employees to take advantage
of such opportunities. Finally, Lufthansa supports
several research projects dedicated to assessing the effects of demographic change on the
workplace.

Kaufhof’s holistic health promotion program offers
ergonomic training, health days dedicated to age
55+ workers, and a smoking cessation program.
The company also recently created the position
of a demography officer in an effort to ensure
that corporate decision-making is informed by
demographic analysis.

Guernsey Post Limited
Guernsey
www.guernseypost.com
Postal Services
292 employees; 30.4% 50+
Winning Year: 2010
To accommodate the changing needs of older workers,
Guernsey Post redeploys postal delivery workers to
indoor positions when their delivery rounds become
too physically demanding. Guernsey Post further
offers pre-retirement training through an external
service, which educates employees on areas such
as taxes, pensions, wellbeing, benefits, managing
finances, and working beyond retirement. Over the
past two years, the organization increased its focus
on occupational health promotion and now offers
in-house physiotherapy. This particularly benefits
older members of the delivery staff, who frequently
suffer from musculoskeletal problems.

GALERIA Kaufhof GmbH
Cologne, Germany
www.galeria-kaufhof.de
Retail
23,000 employees; 37.4% 50+
Winning Year: 2010
A bevy of programs geared toward older workers
at GALERIA Kaufhof create an environment where
lifelong learning and training is a priority. In 2007,
GALERIA Kaufhof launched “Fit for Future,” a
program that provides individualized on-the-job
training to enhance the qualifications, employability
and confidence of older retail employees. GALERIA

Hansgrohe AG
Schiltach, Germany
www.hansgrohe.com
Metal Products
1,786 employees; 21.8% 50+
Winning Year: 2010
Through Project MUMM, a venture designed to
increase the participation and motivation of age
50+ workers, Hansgrohe AG promotes a diverse
work environment where all employees are actively
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included. Based on employee feedback, Hansgrohe
has launched several programs designed to address
the needs of older workers, including computer
training, health promotion efforts, and flexible work
schedules. Project FILM, another Hansgrohe initiative, works to better integrate under-performing
employees, some of whom are older workers
providing care for family members. Hansgrohe’s
corporate health management efforts include an
extensive array of exercise classes catering to all
levels of physical fitness; ergonomic training; and
an initiative to reconfigure the workplace to make it
more age-friendly.

Henkel AG & Co. KGaA
Düsseldorf, Germany
www.henkel.com
Industrial Sector
43,400 employees; 17.5% 50+
Winning Year: 2010
Henkel offers a wide variety of flexible work arrangements to accommodate the needs of all employees.
To help retiring employees transition, Henkel offers
a five-year, part-time retirement schedule that allows
participating employees to work part-time while
the company continues to pay social contributions
requisite with a full-time schedule. Employees also
benefit from individualized sabbatical options.
Henkel’s work in health promotion ranges from

Winning
Strategies:
A selection of
ﬂyers on age
management
from three of the
2010 award
recipients.
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on-site emergency assistance and physical therapy
to ergonomic and safety consulting and yearly
skin cancer checks. Henkel actively promotes the
transfer of knowledge between generations at
the workplace through a knowledge database and
roundtable discussions.

National University Hospital
Singapore
www.nuh.com.sg
Healthcare
5,540 employees; 10.6% 50+
Winning Year: 2010
National University Hospital partnered with
Healthcare Services Employees’ Union in 2008 to
launch Active Edge, a program designed to enhance
the employability of older workers. Moreover, age
60+ employees benefit from a comprehensive
training program on financial planning, health, and
post-retirement re-employment opportunities that
aims to encourage older workers to stay with NUH
as long as they are able to. NUH is currently offering
re-employment opportunities to 100 percent of
employees past the statutory retirement age of 62.
Another innovative NUH initiative is the hospital’s
Back to Nursing program, which provides recertification training for nurses who have taken a break
from nursing for five or more years.

ECONOMIC SECURITY & WORK

classes to smoking-cessation and healthy cooking
programs. Salzburg AG also runs “Health Circles,” a
program aiming to solicit older employees’ feedback
and suggestions on how to improve the workplace.

PUB
Singapore
www.pub.gov.sg
Utilities
3,095 employees; 45.4% 50+
Winning Year: 2010
PUB offers extensive flexible work options to its
employees, including part-time employment and
telecommuting. Moreover, PUB employees benefit
from three paid days of leave a year to care for a family member. Employees approaching the statutory
retirement age of 62 receive individual pre-retirement consulting sessions and are re-employed
whenever possible. Staff may be re-employed in the
same position or trained for re-deployment in a different, less physically straining occupation. PUB’s
health promotion efforts include bone health workshops, customized health checks for older workers,
and a Work-Life Balance Ambassador program.

Salzburg AG für Energie, Verkehr und
Telekommunikation

SICK AG
Waldkirch, Germany
www.sick.de
Industrial Equipment / Commercial Machinery
1,852 employees; 19.5% 50+
Winning Years: 2008, 2009, 2010
Mature workers at SICK AG serve as mentors for
younger employees through mixed-age training
groups and project teams. Moreover, the company
maintains strong ties with retired employees by
inviting them to company functions. SICK AG also
places strong emphasis on employee health through
such initiatives as a project addressing how healthy
aging can be achieved in the workplace, and through
comprehensive flexible work options. SICK AG also
offers a combined working time and retirement
investment account system that allows employees
great flexibility in using overtime credits. Overtime
work can be monetized, converted into pension
contributions, or used to plan extended leaves of
absence or temporary schedule changes.

Salzburg, Austria
www.salzburg-ag.at
Energy and Infrastructure
2,153 employees; 33% 50+
Winning Year: 2010
Salzburg AG has adopted a life-cycle approach to
employee management through project GENERA, an
initiative that aims to accompany employees through
different phases of their lifetime at the workplace.
Salzburg AG further places significant emphasis on
health promotion. “Giving Energy-Living Energy,”
an initiative created to help address critical fields of
action identified by employees, has led to a variety
of recreational offerings ranging from Qigong

Sozial-Holding der Stadt
Mönchengladbach GmbH
Mönchengladbach, Germany
www.sozial-holding.de
Hospitals / Health Care
740 employees; 35% 50+
Winning Years: 2009, 2010
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With 35 percent of its staff falling into the 50+
age group, Sozial-Holding operates under the
motto, “We are older, so what?” Sozial-Holding’s
annual working-time accounts and individual
working-time models are of particular benefit to
older workers with caregiving responsibilities.
The organization also offers a variety of courses
specifically aimed at helping its older workers,
including holistic mnemonic training and preparation for the transition to retirement. Various career
training programs are available for workers with
little or no professional qualifications, many of
whom are older women.

University of Central Lancashire
Lancashire, United Kingdom
www.uclan.ac.uk
Education
2,800 employees; 38.3% 50+
Winning Year: 2010
To support employees age 50+, the University
of Central Lancashire created the “Fresh Steps”
initiative. “Fresh Steps” is a holistic program
meant to give participants a look into their whole
lives. The program highlights the many positive
contributions older workers make through their
experience and encourages older workers to serve
as mentors to younger employees. The direction
of “Fresh Steps” is guided by feedback from older
workers. Dealing with grief was one area identified
as important by older workers. In response, the
university launched “Pause for Thought” sessions
to encourage reflection, and discuss issues faced
by family caregivers.
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HessenChemie
Wiesbaden, Germany
www.hessenchemie.de
Non-profit membership association
294 chemical industry employers
A nonprofit member organization for chemical
industry employers in Germany’s state of
Hesse, HessenChemie has introduced a range of
innovative solutions to help its members address
demographic challenges facing the workforce.
Innovations include toolkits that allow companies
to conduct their own demographic analyses;
programs to enhance work-life balance and the
compatibility of work with caregiving responsibilities; managerial training on a variety of topics
related to an aging workforce; and the incorporation
of standards for age management in the industry’s
collective bargaining agreements.

ECONOMIC SECURITY & WORK

Helping Employers Prepare for an Aging Workforce:

THE AARP WORKFORCE ASSESSMENT TOOL
In collaboration with TAEN – The Age and Employment Network in the United
Kingdom and Deutsche Seniorenliga in Germany, AARP recently launched
international versions of the A ARP Workforce Assessment Tool, a complimentary online survey program that helps employers assess their current
and future workforce needs with a view to population aging.
Based on a m odel created by AARP for the
US, which has b een used by over 2,000 US
employers since its launch in 20 08, the
Workforce Assessment Tool enables HR
managers to assess how an aging workforce
will affect their workplace and how to attract
and retain talent from all age groups.
Among other things, the Workforce Assessment
Tool is a resource for employers to:

>• Assess how retiring workers will af fect
their organization

>• Address skill shortage challenges due to
staff attrition

>• Create a work environment that attracts
qualified workers of all ages

AARP encourages non-US employers to follow
the lead of th eir US co unterparts and take
advantage of the Workforce Assessment Tool.
UK employers can set up a ccounts
and access the service at ht tp://www.
aarpworkforceassessment.org/uk. Employers
based in G ermany may access the tool via
http://www.dsl-mittelstandsservice.de/.
AARP produces annual trending data derived
from the Workforce Assessment Tool to
provide government and industry with a n
overview of in novative policies and practices.
Data from non-US employers are combined
with US data to offer an international
comparative perspective of age a nd talent
management practice.

>• Manage a multi-generational workforce
>• Build an employer brand that attracts and
retains top talent
Employers that co mplete the survey receive a
free, confidential and customized report suggesting measures they could take to create an
age-friendly workplace.
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Brussels, Belgium
November, 2010

RECOGNIZING EMPLOYERS FOR EFFECTIVE
AGE MANAGEMENT
The 2010 AARP International Innovative Employer Award Program
In recognition of growing international attention to the implications of an aging workforce,
AARP has announced the 15 winners of the
2010 AARP International Innovative Employer
Award program. The award, designed to
promote innovative human resource and
workforce practices around the world, recognized companies from Austria, Canada,
Germany, Singapore, the United Kingdom
and Guernsey, representing industries as
varied as aviation, utilities, telecommunications, health care, education, and retail.
Award recipients gathered in Brussels,
Belgium for meetings, networking and celebration. This program included a luncheon
roundtable event moderated by AARP’s
Workforce Issues Director Deborah Russell,

which gave the award winners an opportunity
to get together and share their model polices
in areas essential to older workers, including
ﬂexible work arrangements, lifelong learning
and training, recruitment, as well as health
and diversity promotion.
Among the particularly innovative initiatives
these employers have demonstrated are ﬂexible
working time accounts that allow employees
to bank compensatory time for sabbaticals or
time off for family caregiving; pre-retirement
seminars; and employer-provided elder care
services. Others offer corporate retirement
housing options; one-on-one training to
enhance the conﬁdence and employability of
older retail workers; and a b ack-to-nursing
training program for former nurses wishing to

Site visits to a Lufthansa aircraft maintenance hangar and a GALERIA Kaufhof department store in Germany.
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The 2010 AARP International Innovative Employers

Award recipients discuss their model HR practices at a luncheon roundtable event

re-enter the workforce. Yet another employer

tion included an award ceremony; remarks by

“ As the proportion of younger workers
declines, attracting and retaining
mature, experienced employees will
become increasingly critical for
employers seeking to retain their
competitive edge in the labor market.
The 2010 AARP International
Innovative Employer Award recipients’
proactive efforts in addressing aging
workforce issues and maintaining that
leadership against the backdrop of a
severe global recession has earned them
my highest regard and my heartiest
congratulations.”

special guest Xavier Prats-Monné, Director in

— AARP President Lee Hammond

has created the position of a corporate demography ofﬁcer to ensure that demographic
dynamics inform corporate decision-making
at all levels. Several others noted that they
actively partake in research projects on demographic change and the workplace.
The 2010 AARP International Innovative
Employer Award recipients’ achievements in
addressing aging workforce issues were formally recognized during a d inner at Brussels’
Bibliothèque Solvay. Hosted by AARP President
W. Lee Hammond, the evening of celebra-

the European Commission’s Directorate for
Employment, Social Affairs and Opportunities,

Applications for the 2011 AARP Best Employers For

and a ke ynote by Financial Times columnist

Workers Over 50 Award—International can be found

and best-selling author Tim Harford.

at www.aarpinternational.org/bestemployers.
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A P PLY FO R TH E

2011 AARP BEST EMPLOYERS FOR WORKERS
OVER 50 AWARD – INTERNATIONAL

The AARP Best Employers for Workers Over
50 Award - Inte rnational (formerly AARP
International Innovative Employer Award)
recognizes non-US-based employers whose
innovative workforce and / or human resource
practices address issues relevant to 50+ workers and create roadmaps for the workplace
of tomorrow. This program runs parallel
to AARP’s Best Employers for Workers Over
50 Award, which has recognized US-based
companies for good workforce and human
resource practices since 2001.
As the proportion of workers age 2 5 to 4 4
declines, attracting and retaining older, experienced employees is becoming increasingly
critical for employers seeking to retain their
competitive edge in today’s marketplace. By
recognizing employers around the world that
have demonstrated innovative efforts to address
issues relevant to an aging workforce, AARP
encourages all employers to c reate a mutually
beneﬁcial environment that values the potential
of younger and older workers alike.
ELIGIBILITY AND APPLICATION

The AARP Best Employers for Workers
Over 50 Award - Inte rnational is open to all
employers headquartered outside of the US,
as well as the foreign subsidiaries/operations
of US-based companies. To apply for the
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award, please complete an application on
www.aarpinternational.org/bestemployers
by April 22, 2011. As workplace policies of
general application are often also beneﬁcial
to older workers, programs targeted to this
age group are not required to be eligible for
the award. Programs of particular value to
the 50 and older age g roup may, however,
earn additional credit in the evaluation.
A SS E SS ME NT

Based on application responses, AARP selects
international companies and organizations
that have demonstrated the most positive
workplace policies for their older workers.
The assessment considers a number of factors,
including: recruiting practices; workplace
culture; lifelong learning, education, and
job training opportunities; opportunities for
continued success and career development;
alternative work options, such as ﬂexible
scheduling, telecommuting, job sharing, and
ﬂexible retirement; employee beneﬁts that
support the health and ﬁnancial security of
employees; workplace design, such as ergonomic work stations or facilities; and retiree
relations. AARP’s selection of winners is
informed by recommendations from a panel
of international expert judges.

ECONOMIC SECURITY & WORK

APPLY ONLINE BY APRIL 22, 2011

www.aarpinternational.org/bestemployers
yers

Employers of all sizes are encouraged to apply.
Employer size is taken into account as part of
the application review and smaller organizations with compelling workplace practices may
be recognized in a separate award category if
warranted by application results.
B E NE F I TS TO APPLY IN G

The AARP Best Employers for Workers Over 50
Award - International will be publicized to the
tens of millions of AARP members as well
as international stakeholders and the media.
Receiving this award can be effectively
leveraged for a com pany’s public relations,
corporate social responsibility, and human
resources promotions. Further, award winners will have opportunities to share their
best practices at high-level international
forums sponsored by AARP and international
organizations collaborating with AARP on
this award.

P R E VI OUS AWA R D WI NNE R S
Adecco Employment Services Limited (CA)
Agewell-Sandwell Primary Care Trust (UK)
Alexandra Hospital (SG)
BMW (DE)
BT Group (UK)
Bundesagentur für Arbeit (DE)
Centrica plc (UK)
Deutsche Bahn (DE)
Deutsche Lufthansa AG (DE)
Domestic & General Services Ltd. (UK)
GALERIA Kaufhof GmbH (DE)
Guernsey Post (Guernsey)
Hansgrohe AG (DE)
Henkel AG & Co KGaA (DE)
Housing & Development Board (SG)
Loewe AG (DE)
Municipality of Horsens (DK)
National Healthcare Group (SG)
National University Hospital (SG)
PUB (SG)
Royal Plaza on Scotts (SG)

MORE INFORMATION

Salzburg AG (AT)

Visit: www.aarpinternational.org/bestemployers

SICK AG (DE)

AARP Contact:
Fran Albers-Schoenberg
Program Manager
falbers@aarp.org or +1-202-434-2419

Singapore Health Services Ltd. (SG)
Sozial-Holding der Stadt Mönchengladbach
GmbH (DE)
University of Central Lancashire (UK)
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ONLINE RESOURCES
Hybrids and Other Alternatives to the
Traditional Pension
This research report by Sandy Mackenzie argues that the eclipse of the traditional pension
and the dominance of the 401(k) plan threaten
the financial security of older Americans. The
paper discusses alternative instruments like
the cash balance plan and two relatively new
enhancements that might make 401(k) plans
more adequately replace traditional pensions.
http://www.aarp.org/work/retirementplanning/info-04-2010/2010-04-pensionsnew.html

Older Americans in Poverty: A Snapshot
This report examines the persistent problem of
elderly poverty in the United States. It provides
key data on older adults in poverty—who they
are, where they live, and the challenges they
face affording basics like food, housing, and
health care. The paper also explores problems
with the official poverty measure and describes
a proposal to modernize it.
http://www.aarp.org/work/retirementplanning/info-04-2010/2010-03-povertynew.html

Social Security: Who’s Counting On It?
This paper illustrates the importance of resolving Social Security’s long-term solvency
problem by highlighting the critical role Social
Security plays in securing the income of many
Americans.
http://www.aarp.org/work/retirementplanning/info-04-2010/fs178-socsecnew.html

From the AARP Public
Policy Institute

Annuities and Other Lifetime Income
Products: Their Current and Future Role
in Retirement Security
This report by Sandy Mackenzie and other
AARP staff presents initial results of a survey
looking at the role annuities play in distributions
from employer-provided pension plans and employee savings plans. The survey shows older
workers clearly interested in annuities, as well as
in trial, partial and gradual annuitization options.
Many current plans offer only a limited choice
among distributive options, and more flexible
arrangements promoting partial annuitization
could increase the welfare of older Americans.
http://www.aarp.org/work/retirementplanning/info-05-2010/fs189-annuities.html

Income, Poverty, and Health Insurance
Coverage of Older Americans, 2008
This report from the AARP Public Policy
Institute shows median household income and
median family income declined between 2007
and 2008, coinciding with the recession. The
decline in income was greatest for households
and families headed by persons age 45 to 54.
The income of the elderly did not decline, but
as in past years, elderly households and families had lower incomes than others.
http://www.aarp.org/money/lowincome-assistance/info-07-2010/fs196economic.html

Social Security: A Key Retirement
Income Source for Minorities
This report by Selena Caldera examines older
Americans’ reliance on Social Security by race,
ethnicity, gender, and nativity, and the factors that
affect the level of benefits minorities receive.
http://www.aarp.org/work/social-security/
info-09-2010/fs201-economic.html
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HEALTH & RX
AFFORDABILITY
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The Polypill
A drug being developed that may
prevent 80 percent of heart attacks
and strokes if taken by people
starting at age 55.

Diet & Exercise
A healthy and active lifestyle is one of the ways
to prevent chronic disease and illness.
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Health Spending
Spending has exceeded economic growth in most
OECD countries in the last 15 years and could further
increase by 50 to 90 percent by 2050.

Nursing
Having recently been chosen as
the most trusted professionals
in the United States, nurses will
have to play an increasing
role in improving the
quality of healthcare,
while keeping
costs within
bounds.
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By Richard Smith
Director
UnitedHealth Chronic Disease
Initiative

COMBATING CHRONIC DISEASE IN THE
DEVELOPING WORLD

Deaths from heart attacks and stroke have
been falling for many years in high-income
countries, but they are rising rapidly in lowand middle-income countries. A p andemic
of chronic diseases—cardiovascular disease,
diabetes, obesity, chronic obstructive pulmonary disease, and common cancers—is
sweeping through the developing world, and,
although the problem has been recognized,
the global response has so f ar been inadequate. There are, however, positive signs
in that there will be a h igh-level meeting
on chronic disease at next year’s General
Assembly of the United Nations.
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SCALE OF THE PROBLEM

Chronic disease causes more than 60 percent
(35 million) of deaths worldwide, with more
than 80 percent occurring in low- and middleincome countries. Without concerted action,
deaths will increase to 41 million by 2015, and
almost half of those deaths will be of people
under 70. In most countries it is the poorest
who have the highest death rates, and people
in low-income countries develop the diseases
and die younger than those in richer countries.
There are three main causes of chronic diseases:
tobacco use, poor diet, and physical inactivity.
There are many possible ways to inﬂuence these
factors, from policy changes through community interventions to p ersonal treatments,
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and we have strong enough evidence on some
to be conﬁdent of their effects. Treatment of
individuals with established cardiovascular
disease or a 15 percent or greater risk of dying
of coronary artery disease or a s troke over the
next 10 years is also highly cost-effective.

Reluctance to ac t on c hronic disease has its
roots in agism and some myths—that these are
diseases of the rich and the old, that nothing
can be done, that they result from personal
choices, and that “we have to die of something.”
CR E ATI ON OF A GLOBA L NE TWOR K

RESPONSES SO FAR

We know a l ot of what can be done to
reduce deaths and suffering from chronic
disease, and the World Health Organization
(WHO), the World Bank, and the Institute
of Medicine have all produced reports and
plans. So far, however, little has been done.
The world has understandably been concentrating on trying to achieve the Millennium
Development Goals, which include reducing
deaths of children; in childbirth; and from
AIDS, tuberculosis (TB), and malaria.

The UnitedHealth Group and the N ational
Heart, Lung, and Blood Institute have
recognized the need for action and created
a network of 11 centers in low- and middleincome countries to counter chronic disease.
The two organizations have committed more
than $60 million over ﬁ ve years and aim to
undertake research to ﬁ nd innovative, sustainable, cost-effective, and scalable methods
to counter chronic disease; to bu ild capacity
(people, institutions, and communities); and
to advocate within the countries and regions

Figure 1

Site of the 11 centers of the NHLBI/UnitedHealth Centers of Excellence program

CHINA

TUNISIA

US -MEXICO
BORDER

NEW DELHI
BANGLADESH
BANGALORE
K E N YA
PERU

SOUTH AFRICA
ARGENTINA
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for policies to reduc e suffering, deaths, and
economic damage from chronic disease.

it appears possible to m easure risk accurately
without using laboratory measurement.

All of the centers are actually clusters of
institutions and all include a p artner from a
high-income country, usually a US university.
The centers also have close links with governments and the regional ofﬁces of WHO,
making it more likely that they can have an
impact, not just locally, but also nationally and
regionally. The centers are shown in Figure 1,
and altogether some 30 countries and 80
institutions are participating in the network.

The research programs in the network have
a heavy emphasis on prevention. The Tunisia
center is trying to get a whole community to
change to make healthy choices easy choices.
The center works to m ake a w ide range of
“structural changes” such as increasing the
time for exercise in schools and workplaces,
making school and canteen food healthier,
reducing the number of local shops selling
cigarettes, and altering the streets so t hat
walking and cycling are easier and safer.

ACT I V I T I E S O F THE N ETWO RK

Almost all of the centers are conducting
trials with community workers. Programs
that depend on do ctors and nurses may be
unaffordable, and community health workers understand communities, particularly
deprived communities, in ways that doctors
and nurses often cannot. Furthermore, in
many rural communities doctors and nurses
are not available.

WHO has identiﬁed a three-step process for
combating chronic disease, and in many ways
the activities of the centers follow these steps.
The ﬁrst step i s to m easure the population
need and advocate for action. The next step
is to formulate and adopt policy, and the ﬁnal
step is to implement interventions for populations and individuals, beginning with those
that are feasible to i mplement quickly using
existing resources.
Several of the centers (Argentina, Bangladesh,
India, Kenya, and Peru) are measuring the
scale of the problem because their countries
lack reliable data. Centers are also measuring
risk factors—tobacco consumption, physical
inactivity, and diet. Some of the centers are
developing surveillance and even interventions off the back of programs developed to
counter HIV/AIDS and TB.
Centers in China and South Africa are devising
tools for measuring individuals’ risks of developing cardiovascular disease that do not depend
on laboratory measurements. Laboratory
measurement is expensive and often unavailable in low- and middle-income countries, and

The center on the US-Mexico border is testing programs proved to w ork with diabetes
in the United States that are being culturally
adapted for M exico. The Mexican government is strongly supportive of the programs
because Mexico has some of the world’s highest rates of diabetes.
The Bangalore center will be conducting a
trial of the “polypill” in primary prevention.
The polypill is a pill that contains four different drugs (three to l ower blood pressure,
one to reduce blood lipids) that reliable data
suggest could prevent 80 percent of heart
attacks and strokes if taken by everybody
starting at age 55. The concept of the polypill
is controversial, but sl owly gaining ground.
Regulatory difﬁculties are preventing its
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Reluctance to act on chronic
disease has its roots in agism
and some myths—that these
are diseases of the rich and the
old, that nothing can be done,
that they result from personal
choices, and that “we have to
die of something.”

use in developed countries, but at least three
companies in India manufacture polypills.
The South Africa center has developed
simple integrated guidelines for preventing
and managing all chronic diseases that will be
used by nurses. The center has already shown
that a combination of training for nurses and
guidelines for managing respiratory problems can improve the care of patients. Now
it wants to test whether the nurses can cover
all chronic diseases. The nurses have been
asking for such guidelines because they see
patients with chronic disease every day.
China has signiﬁcant health disparities
between urban and rural areas, and until now
most research there on chronic disease has been
conducted in hospitals in urban areas. Now the
China center has developed the China Rural
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Health Initiative in ﬁve provinces covering
190 million people as a platform for research in
rural areas. The center plans a trial of training
village doctors (once called “barefoot doctors”)
in prevention, but it hopes as well to conduct a
trial of salt substitution in high-risk individuals. People in northern China consume huge
amounts of salt and consequently have high
levels of hypertension and stroke.
W HAT DO W E HOP E TO ACHI E VE ?

We hope through this program to prov ide
a kick-start to the huge amount of work
involved in reducing deaths and suffering
from chronic disease. More funds will follow from governments and foundations, and
people with skills will be needed to use those
funds effectively. We know that whatever
happens with the many experiments the
centers are undertaking, we will have helped
create a cadre of leaders and professionals to
attack this major challenge.
Richard Smith
Richard Smith is director of the
UnitedHealth Chronic Disease
Initiative, editor of Cases Journal,
and a member of the board of the
Public Library of Science. In the
past he’s been the editor of the
BMJ, chief executive of the BMJ Publishing Group
and UnitedHealth Europe, a doctor of sorts, and a
television doctor. He loves making soup, porridge,
marmalade, and trouble.
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Johan Lambregts
and
Cuno van Merwijk
The Netherlands

IN NURSES WE TRUST:
THE FUTURE OF CARE FOR OLDER PERSONS
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In Rotterdam, the Netherlands, from October
4 through 7, 2010, hundreds of nursing experts
from 50 countries discussed the future of care
within the context of the aging populations
in most Western countries. While differences in ﬁnancing health care are great, the
demographic and professional trends in most
countries are similar. Nurses and nursing science can be of vital importance in meeting the
challenges that face our societies.
On a p ositive note, Carol Raphael (Board
member of AARP and president and CEO
of the Visiting N urse Service of N ew York)
pointed out in her address at the closing ceremony that in 2009 nursing was, for the eighth
consecutive year, chosen as most trusted
profession in the United States, according to

In 2009 nursing was, for the
eighth consecutive year, chosen
as most trusted profession in
the United States, according to
an annual Gallup survey.
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an annual Gallup survey. She considers nurses
well positioned to play the role of coordinators
of interdisciplinary team care. The importance of this becomes clear when we realize,
as Raphael showed, that in the United States
almost three out of four people ages 65 and
older have multiple chronic conditions, and
two-thirds of Medicare spending is for beneﬁciaries with ﬁve or more chronic conditions.
The European Nursing Congress Foundation
aims at promoting and developing the nursing profession. The 2010 congress, the fourth
of its kind, was supported by the Dutch
Ministry of Health and attracted more than a
thousand participants, not only from Europe,
but also from the United States, Canada,
Australia, and Thailand. N o two countries
have identical health care insurance and
ﬁ nancing systems, but for most European
citizens, health insurance is either automatic
or compulsory. All Western countries face—
in varying degrees—similar challenges:
aging populations, sharply increasing costs,
and a (future) shortage of nursing staff. In any
country the most expensive care is hospital
care, followed by nursing home care. With
health care budgets increasing disproportionately as part of gross national product,
it’s little wonder countries all over the world
are exploring ways to decrease older persons’
hospital admittance, to provide more care in
nursing homes, and to support older persons’
staying in their homes as long as they can.
Luckily, in these matters the interests of
society and the individual do n ot conﬂict:
research shows that hospital admittance is
particularly stressful for older persons, and
few would rather spend their old age i n a
nursing home than in their own house.
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Raphael Delivers Message to Nurses
AARP Board Member Carol Raphael
presented the closing keynote address at the
Fourth European Nurses Congress, the largest
convention of nurses in Europe. Titled “Older
Persons: the Future of Care”, the congress
convened nurses from across Europe, and
also from countries such as Canada, Australia,
Japan, and the United States, and from all
ﬁelds of health care; and shared best practices
and research ﬁndings. The AARP keynote,
on October 7, was a w
welcome
elcome opportunity to
share AARP’s vision and mission, as well as key
issues for aging populations around the world.
As the closing keynote speaker, Ms. Raphael
drew on her expertise in the ﬁeld of nursing
and aging as CEO of the Visiting N
Nurses
urses
Society of New York (VNSNY)—the largest
in the US—and as a member of AARP’s Board
of Directors to del
deliver
iver a ppowerful
owerful message
that resonated with the congress attendees.
She explored the concepts of community
nursing and the ever-evolving relationship
between clients, or patients, and nurses. She
also discussed trends in the US and globally
moving away from institutional care and into
home-based and community care models.
The cornerstone of her presentation was
how older people utilize services and manage
chronic care. She spoke of aging in place as a
reality and ways in which nurses can help the
older population age with dignity and respect.
AARP looks forward to ffuture
uture engagement
with the European Nurses Congress as we
collectively seek solutions that enable people
everywhere to age with dignity and purpose.
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E V IDE NC E - BA S E D PRACTICE

The past several decades have seen t he rapid
development of nursing as a s cience. N ursing
has now ﬁrmly established itself as a scientiﬁc
medical discipline at universities and other
scientiﬁc institutions all over t he world. As
Congress Chair Hillmann put it in her opening speech, “N ursing science has come of
age.” Nursing practice has long been based on
tradition rather than on scientiﬁc outcomes. A
practice like preoperative shaving, for instance,
has long been proven by scientists to be harmful rather than useful. Why has this practice
not yet disappeared completely? A more recent
example is the use of physical restraints in nursing homes, rightly criticized by relatives and
society, but often defended by staff as unavoidable. Professor Jan Hamers from Maastricht
University presented the results of EXBELT,
a research program aimed at reducing use of
physical restraints without increasing falls, and
without the need for extra staff.
Let’s face it: Evidence-based practice in nursing
ﬁnds its way to the work ﬂoor more slowly than
in other medical disciplines. To improve implementation, evidence-based practice should
be integrated into nursing schools’ curricula
more quickly, nurses should be increasingly
involved in research during their professional
career, and hospitals and nursing homes should
have the mechanisms in place to adapt swiftly
to new evidence-based practice. This is one of
the major challenges that needs to be addressed.
In Rotterdam many solutions for bridging this
gap between science and nursing practice were
presented and discussed, from multidisciplinary
community research projects involving nursing
school students to nurse practitioners as case
managers for transitioning patients between
home and hospital. Leadership, which comes so
naturally to specialists and surgeons, has to be
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further developed by nurses, on the work ﬂoor, in
boardrooms, and in politics. Greta Cummings,
a Canadian expert on this subject, demonstrated
in her address the relation between leadership
and patient outcomes, stressing that “leadership
is about action, not position.”
S ECUR I NG S UFFI CI E NT NUR S I NG
WOR KFORCE

Finding qualiﬁed nursing staff is a se cond
major challenge for most Western countries. A
relatively small country such as the Netherlands
will soon have to ﬁnd an extra 120,000 nurses.
Even today, many hospitals and nursing homes
are having a h ard time ﬁnding and keeping
qualiﬁed nursing staff. Among nursing students, gerontology (urgently needed in future)
is by far the least popular specialization. This
has to do partly with a negative image: News
about nursing homes is invariably negative—
residents being abused, administered wrong
medication, left on their own after falling, and
so on. T hese things do o ccur and should be
brought to t he attention of the public, yet t he
overall image does not do justice to the efforts
being made to care for older people. The lack of
interest also has to do with a lack of knowledge.
The Rotterdam University of Applied Sciences
demonstrated that students who are actively
involved in care for older persons are more
likely to choose gerontology as a specialization.
Most Western countries today couldn’t cope
without the support of nurses from abroad,
often from Asia and Africa. Considered by
most people, including nurses, to be a “brain
drain”, this kind of labor migration has
positive as well as negative aspects, as speaker
Mireille Kingma, an expert on t he subject
and author of N urses on the Move, told the
congress. On the positive side, she mentioned

H E A LT H & R X A F F O R D A B I L I T Y

development and better distribution of global
wealth, showing that the cash ﬂow from workers abroad to their families at home is bigger by
far than the combined development budgets of
the industrialized world. Kingma argued that
international mobility is deﬁnitely here to stay,
and that we should address the underlying problems in developing countries that force people
to migrate. The challenge is to turn “brain
drain” into “brain gain.” One thing is clear: If
we want to avoid a further increase in hiring
care professionals from abroad, we will have to
make a career in nursing more appealing to our
young people by offering them interesting jobs.

Leadership, which comes so
naturally to specialists and
surgeons, has to be further
developed by nurses, on the
work floor, in boardrooms,
and in politics.

PATIENT-CENTERED CARE

Exactly how interesting caring for older
persons can be was demonstrated by the
hundreds of presentations at the congress.
How can nurses encourage patients with
sexual problems after surgery or medication
and their partners to t alk about sex? How
can nurses support people in getting an early
diagnosis for Alzheimer’s or other serious
diseases? How can they involve and support
relatives in coping with their partners’ illnesses? These are just a few examples.
N urses spend more time with their patients
than any other care professional. This is especially true of nurses who care for older persons
with chronic diseases. Because of patients’
trust in them, nurses are in an ideal position
to ﬁnd out what their patients’ needs are. But,
as University of Ulster Professor Brendan
McCormack argued, “We’ll have to let nurses
ﬂourish as nurses.” Only then will they be
able to prov ide the person-centered care to
which our patients are entitled. Implementing
new best practices like the ones presented in
Rotterdam will contribute to a be tter quality

of life for older persons in hospitals, nursing
homes, and at home. In doing so, nurses will
increasingly be part of the solution.
For more information, visit www.rotterdam2010.eu.
Johan Lambregts and Cuno van Merwijk
Johan Lambregts, RN, MsN, is
a Dutch consultant on nursing
issues and project manager of
the European Nursing Congress
Foundation.
Cuno van Merwijk, MA, is a freelance editor and journalist.
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Silke van Dyk
Associate Professor of Sociology
Friedrich-Schiller-University of Jena
Germany
and
Maren E. Turner
Senior Director, Kansas State Office
AARP

Aging Advances

ACTIVE, PRODUCTIVE AND HEALTHY AGING
IN GERMANY AND THE UNITED STATES
Some insights and critical remarks from a comparative perspective

Active, productive, successful, or positive
aging, the labels of a renewed focus on old age
and aging, vary in Germany and the United
States. The meanings are slightly different
and far from ﬁ xed and well-deﬁned, with
productive aging referring to the resources
of elderly and positive aging pertaining to
questions of (active) self-fulﬁ llment. Active
aging in the US most often refers to phy sically related and mentally stimulating activities. In Europe, however, active aging has
a more comprehensive meaning that ranges
from civic engagement and kincare to l ifelong learning. The European equivalent for
this broader view in the US seems to be the
term successful aging, which tends to st ress

72

THE JOURNAL

the personal responsibility and initiative of
older people as the central theme for aging
successfully.
There are obvious commonalities between
these labels and their underlying theories
and concepts. They have a st rong, shared
message: old age is not about being in God’s
waiting room anymore, sitting in the wing
chair without social expectations, but a
phase of life that might comprise three or
more decades, full of s elf-directed purpose
and meaning. Older people are often in relatively good physical and mental health and
condition for most of their later years due to
improved health care, better nutrition, and
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rising educational standards. Increasingly,
they are aware and recognized as active,
involved and consuming citizens, especially
if they are one of the so-called young, higher
educated, non-frail elderly (Butler & Gleason,
1985; Basset al., 1993; Rowe & K ahn, 1998;
Erlinghagen & Hank, 2008).
Each of the aging notions, whether active,
productive, successful, or positive, revolves
around the idea that older people are capable
of living a self-reliant life, successfully compensating for losses, contributing to the public
good, helping themselves and others, as well
as striving for positive fulﬁllment through
meaningful engagement. The deeply rooted
perspective of old age as a problem starts to
evaporate against the backdrop of this highly
inﬂuential discourse, supported by changing
self-concepts of the upcoming aging boomer
generations. Interestingly enough, this seems
to be true for both countries—Germany
and the US. The stereotypical gray-haired
grandmother, knitting in the wheelchair,
passively served and cared for, is in the past.
The future seems to be all about productive,
highly dynamic, knowledgeable elderly, who
do not conceive of themselves as “old” in the
traditional sense. They are also not addressed
like that anymore, demonstrated in part by
AARP’s practice of addressing its members as
the 50+ population.
A second glance, however, reveals that the
story is not as simple as this brief summary indicates. This paper presents a much
needed and closer examination. First and
foremost, this activity-driven, “positive”
turn towards aging in Germany and the
US can be attributed to, a nd should be
discussed from, uniquely different cultural
and institutional systems. Secondly, the

“new”, anti-deﬁcit perspective turns out to
be far more ambiguous than the ﬁrst look
suggests. Using comparative insights and
elaborating on t he ambiguous nature of
active and productive aging, discoveries can
be gained from discussing gender, race, and
ethnic-related perspectives of active and
productive aging more thoroughly. Thirdly,
the often underestimated and neglected ﬁeld
of physical-related activities, which covers
the broad range of anti-aging-, beauty- and
health-related activities, contains unsolved
contradictions and structural impediments
that should be addressed in both countries if
we are to move forward in the ﬁeld of active
and productive aging.
Why compare Germany and the US? A
comparison offers remarkable insights about
how a si milar paradigm, active and productive aging, is discussed and enacted in very
different ways due to d iffering cultural and
institutional contexts. Germany is a country
with a st rong state tradition, a l ack of communitarian roots, and a st rong welfare state
with comparatively high levels of provision.
The liberal, decentralized and governmentskeptical tradition in the US, however, gave
rise to a m ore communitarian culture with
a strong focus on volunteerism and freedom
that stresses independence instead of equality.
As a result, economic security and affordable
health care provisions in old age a re serious
issues in the US, whereas the situation in
Germany is (still) rather comfortable. The
German welfare state is a r ather conservative provider of welfare though, with Social
Security guarding lifelong occupationrelated status differences.
First of all, we ﬁnd an increasingly activity
and productivity driven approach towards old
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age, which refrains from deeply rooted deﬁcit
perspectives of frailty, dependency and loss
in both countries. A second glance, however,
reveals interesting differences on what activities are in the forefront of the debate, what
is age a ppropriate and legitimate, and how
active aging is framed and organized.
The focus on paid employment and physicalrelated activities is much stronger in the
US. By contrast, the German debate is more
focused on care work and civic engagement,
while the debate around paid employment and
physical-related activities is still in its infancy.
Different concepts of welfare and public
services—individualistic, and residual in the
US, more comprehensive and status-related
in Germany, as well as a stronger focus on the
body as a marker of status and identity in the

US, count for these interesting differences.
While active and productive aging is a recent
‘invention’ of politicians, journalists, and academics in Germany, asking older people to
become more active in times of demographic
aging and welfare state cut backs, the history
of the active and productive aging paradigm
is tremendously different in the US. In the
US, the turn towards a more active and productive approach goes back to the mid 1980s,
rooted in debates on age-discrimination and
the promotion of strategies to combat agism.
Whereas we ﬁnd a m orally repressive discourse from ‘above’ in Germany, the US
discourse has predominantly grown as a grassroots discourse ‘from below’. Thus, in order to
analyze and discuss the active and productive
aging paradigm, it is essential to consider the

Active, Productive and Healthy Aging in Germany and the United States
Major Differences
UNITED STATES

GERMANY

ACTIVE/PRODUCTIVE AGING PARADIGM

Since early 1980s

Since about 2000

MAJOR POINTS OF INTEREST

Paid employment, physicalrelated activities, civic engagement (deeply rooted)

Care work, civic engagement
(in its infancy)

CONTEXT OF THE PARADIGM

The paradigm was initially
rooted in an anti-discriminatory
perspective: active aging as
answer to “deficiency” perspectives on old age.

The paradigm became popular
as an answer to the demographic
crisis discourse since the late
1990s. Older people are considered resources in an aging society.

SOCIAL SECURITY

Precarious provision and
financial insecurity; many are
forced to earn money after
retirement age.

Status-related decent standard
of living; paid employment does
not play a role.

IMPORTANT AGE MARKER

“The perfect body” – the
importance of appearance

Social roles and status

NOTIONS OF RETIREMENT

Retirement as discrimination

Retirement as freedom
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contextual conditions. Even though context
might be about similar activities in general,
there is a h uge difference, depending on
whether or not the aging paradigm is about
enabling and empowering older people as
autonomous individuals in an agist society, or
about demanding compensation from them
for the “problem of an aging society”.
At the same time, ﬁ nancial security, care
provisions, and health care are much more
comprehensive in Germany, where despite
the paternalistic activation from above, older
people have much more ﬁnancial stability for
maneuvering out of requested activities. Even
though the US history of the paradigm is one
of anti-discrimination, the current situation
looks less bright with rising numbers of
people aged 65+ who simply cannot afford to
retire. Even when potential retirees want to
leave the workforce they often cannot because
their health, ﬁ nancial resources, or c aregiving responsibilities require they remain at or
return to work. It is highly problematic that
this development takes a back seat in the US
debate, while the individual advantages and
beneﬁts of paid employment in retirement
(which do exist for some or even many people)
are sweepingly overestimated.
Last but not least, the in-depth focus on
physical-related activities makes clear that
even the supposed ‘most natural’ activities
like physical activity and body care, bear
cultural and gender imprints as well as
structural, individual, and cultural barriers. At the same time, this focus allows us
to recognize there are internal contradictions and competing demands within the
active and productive aging paradigm itself.
Some activities might limit the possibility

and opportunity to perform health and
physical-related activities while good health
is a prerequisite for an active and productive
involvement in other ﬁelds. Even within the
ﬁeld of physical-related activities we ﬁ nd
some tensions. Older women are confronted
with youth-oriented standards of a ttractiveness, which brings many of them to strive for
expensive and often unhealthy measures of
physical enhancement.
It is, therefore, of paramount importance
to scrutinize the extent to wh ich women,
especially non-privileged older women, are
confronted with conﬂicting, irreconcilable
expectations within the paradigm of active
and productive aging. Women confront
managing a growing care burden, performing civic engagements and volunteer work,
maintaining a young appearance, and—particularly in the US—struggling with a l ack
of ﬁnancial resources. Having this range of
concerns in mind and recalling the structural
impediments discussed before, the highly
praised and projected win-win situation of
active and productive aging is a challenge that
is hard to fulﬁll for these women, whereas for
some white middle-class men or even privileged women the promise might be true.
Instead of embracing the active and productive aging paradigm all too early, thereby
generalizing its empowering effects on t he
more privileged older people and neglecting
its effects on o thers, the internal contradictions and structural impediments deserve
more attention—and this holds true for both
countries.
To read the full paper, visit http://www.aarpinternational.org/Aging_in_Germany_and_US.
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ONLINE RESOURCES

From the AARP Public
Policy Institute

Graduate Medical Education and
Medicare: Understanding the Issues

Health Reform and the Workforce: Will
There Be Enough Providers?

The Medicare program spent about $9 billion on
graduate medical education in 2008. This report
looks at whether beneficiaries and taxpayers are
getting good value for this investment.

This fact sheet looks at provisions in the new
health care reform law aimed at increasing the
number of providers available to care for a
growing number of insured Americans. The authors also assess whether these efforts will be
enough to address concerns about a shortage
of providers.

http://www.aarp.org/health/medicareinsurance/info-04-2010/i42-gme.html

How Health Reform Will Affect Health
Care Quality and the Delivery of
Services
This fact sheet summarizes the major provisions in the Affordable Care Act that address
quality improvement and reform of the health
delivery system. It identifies provisions applicable to Medicare, Medicaid, private health
plans and describes approaches designed to
strengthen primary care.
http://assets.aarp.org/rgcenter/ppi/
health-care/fs197-health.pdf

The Creation of American Health
Benefit Exchanges
This report highlights choices for consumers
and states, responsibilities of the federal government, functions of the exchange and navigator
programs, as well as other exchange-related
provisions of the Affordable Care Act.
http://www.aarp.org/health/health-carereform/info-09-2010/fs199-health.html

Improvements to Medicare’s Preventive
Services Under Health Reform
This report looks at how the recent health care
reform legislation changes coverage for preventive care services in Medicare.
http://assets.aarp.org/rgcenter/ppi/
health-care/fs180-preventive.pdf
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http://www.aarp.org/health/health-carereform/info-06-2010/fs190-health.html

Prevalence of Illicit Drug Use in Older
Adults: The Impact of the Baby Boom
Generation
Illicit drug use among older adults is expected
to increase as the baby boom generation ages.
This AARP Public Policy report by Leigh Purvis
looks at trends in illicit drug use and describes
unique diagnosis and treatment challenges
among persons aged 50 and older.
http://www.aarp.org/health/conditionstreatments/info-06-2010/i41-health.html

Health Reform Initiatives to Improve
Care Coordination and Transitional
Care for Chronic Conditions
Health reform legislation contains a number of
provisions aimed at improving care coordination and transitional care for people with chronic
conditions. This paper explains how the law
creates several programs based on promising
models for improving care for people with
chronic conditions, who often experience difficult transitions across care settings that can
compromise quality of care and increase costs.
http://www.aarp.org/health/health-carereform/info-05-2010/FS191-health.html

LONG-TERM CARE &
LIVABLE COMMUNITIES
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Carbon Footprint
Studies show that the baby boomers have the highest
footprint among all age groups. They represent the
ﬁrst generation of the consumer society and bring high
levels of spending to middle and later life.

Going Green
Older people must be part of the effort
to tackle climate change. Their interest
and enthusiasm should be harnessed
to make the world a ﬁt place for their
grandchildren and to build a positive
force for the future.
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Innovation
Using information and communications technology, seniors are able
to participate in virtual classrooms
and are able to be involved in
lifelong learning programs.

Technology
Health care must start expanding
beyond the traditional walls of hospitals
and into homes and communities.
Doctors and nurses need the ﬂexibility
to provide care in an ongoing, proactive
fashion. Technology will be part of
the solution.
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Louis Burns
Vice President and General Manager
Intel Digital Health Group
and
Omar Ishrak
President and CEO
GE Healthcare Systems

INTEL-GE HEALTHCARE ALLIANCE: A MODEL
FOR CHRONIC DISEASE MANAGEMENT AND
INDEPENDENT LIVING
In 2011, baby boomers will begin turning 65 at
the rate of one every eight seconds, representing
a demographic shift unprecedented in human
history. Today, the global population aged 60
years or o lder is just over 7 00 million, and it
is expected to double to 1.25 billion in 2025
and triple to 2 bi llion in 2050.1 This shift will
have far-reaching consequences for health care
systems around the world, as 75 percent of older
citizens have at least one chronic condition, and
50 percent have more than one.2
Today, our limited number of hospital beds
and clinics—along with the shortage of doctors and nurses—can barely keep up with
existing health care demands. But tomorrow,
this inﬂux of patients and chronic diseases will
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simply not be manageable unless the health
care system undertakes a dramatic transformation. Health care must start expanding
beyond the traditional walls of hospitals and
into homes and communities. Doctors and
nurses need the ﬂexibility to prov ide care in
an ongoing, proactive fashion. In order to
meet both of these imperatives, we must start
using technology as part of the solution.
GE and Intel have been changing health care
models to i mprove quality and cut costs for
decades, and we are poised to i mplement this
transformation into a new era of personalized
health. Our research in age-related conditions
and chronic disease management revealed several trends in aging care. On the patient side,
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seniors want to maintain their independence
and “age in place” as they get older. Staying
engaged in their own health care is another
important priority for seniors, as is the desire
to stay socially connected and active with their
friends and family. The reality of increasing
chronic diseases and an older population is
already upon clinicians, and they need more
efﬁcient ways to maintain contact with their
patients while providing the best possible care.
We are also experiencing the stress of global
health care systems that are breaking under
the weight of our growing health care needs.
In 2008, US health care spending accounted
for 16.2 percent of the nation’s gross domestic
product, and total health care expenditures
grew at an annual rate of 4.4 percent.3 Since
health care costs for chronic disease accounts
for more than three-fourths of US health
expenditures,4 this rate of spending is only
expected to i ncrease as the world ages. Yet
many of the costs associated with chronic
disease are easily preventable; it is our

responsibility to implement the models of care
and technologies necessary to cut these costs.5
Given these needs, GE a nd Intel started collaborating in 2009 through a $250 million alliance to market and develop home-based health
technologies that better support patients, clinicians, and global health care systems. The alliance aimed to help seniors live independently
while allowing them to manage their care from
wherever they want, including their own living
rooms. GE also worked with Intel to market
the Intel® Health Guide, a remote health
management solution that allows clinicians to
monitor and manage the care of their at home
patients with chronic illnesses.
Through this alliance, we further conﬁrmed
our commitment to transforming health care
into a proac tive endeavor that puts patients’
wellness at the center. Both companies already
have proven track records of using technology
to improve lives in almost every other industry. Our solutions have always combined smart
technology, fast performance, reliability,
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and cost-efﬁcient productivity, leading to
dramatic change and better results across the
board. Over the past year and a half, GE and
Intel have worked closely in this alliance to
create change in the health care industry.
Today, we are taking that alliance a step
further: GE a nd Intel have now formed a
new company that will promote healthy,
independent living at home and in assisted living communities around the world. The new
company will focus on three major segments:
1. chronic disease management products and
services to help patients and their caregivers manage conditions such as congestive
heart failure, diabetes, and hypertension;
2. independent living systems, which will help
the elderly maintain their independence for
longer through wireless passive-behavioral
monitoring products; and
3. assistive technologies to h elp people with
learning disabilities or visual impairments.
The Intel Health Guide, our next-generation
remote health management system, will
become part of the new company’s offerings,
as will the Intel® Reader, a mobile handheld
device that transforms printed text to t he
spoken word for people who have difﬁculty
reading standard text. We will also provide
GE’s QuietCare®, an advanced motion sensor technology that learns the daily living
patterns of senior community residents and
sends alerts when certain out-of-the-ordinary
events occur. In addition, we will soon be
looking at new products that keep us ahead of
the curve in chronic disease management and
independent living.
The goal of this company—and one of the larger
goals of both GE and Intel in health care—is to
bring more effective health care into millions of
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homes while improving the lives of seniors and
people with chronic conditions. We are committed to helping patients stay healthy in their
homes while enabling a smooth ﬂow of patient
information that allows clinicians to take better
care of their patients. There is no denying that
today’s health care system has many problems—but we see problems as opportunities, as
chances to solve the unsolvable. By acting today,
we can address these issues and help usher in a
more cost-efﬁcient and high-quality health care
system for tomorrow.
Endnotes
1

http://www.un.org/esa/population/publications/
WPA2009/WPA2009_WorkingPaper.pdf

2

http://www.ahrq.gov/research/elderdis.htm

3

http://www.kaiseredu.org/topics_im.asp?imID=
1&parentID=61&id=358

4

http://www.kaiseredu.org/topics_im.asp?imID=
1&parentID=61&id=358#6b

5

http://www.ihi.org/IHI/Programs/Collaboratives/
IHICollaborativeIReducingReadmissionsby Improving
TransitionsinCare.htm

Louis Burns and Omar Ishrak
Louis Burns, Vice President and
General Manager of Intel Digital
Health Group, is responsible for
leading Intel Corporation’s initiative
to help transform global health
care by connecting people and
information.
Omar Ishrak is the president & CEO
of GE Healthcare Systems, a $12
billion division of GE Health-care
consisting of growth businesses
with a mission to develop innovative
technologies that improve clinical
performance and increase patient
access globally.
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Dr. Gary Haq
Human Ecologist and Senior Research
Associate
Stockholm Environment Institute at the
University of York, United Kingdom

OLDER PEOPLE: THE SECRET WEAPON IN
THE CLIMATE CHANGE CHALLENGE
Older people are among the most vulnerabl e
members of our c ommunities. The ex treme
weather events that led t o the recent devastating ﬂooding in Pakistan and the toxic smog
in Russia cl early demonstrate the impac t a
changing climate will have on older people.
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FIGURE 1

Older people can play three roles related
to climate change.
Casualty

CLIMATE CHANGE

Contributer

Campaigner

NOTE: Haq, G., Whitelegg, J. and Kohler, M. (2008) Growing Old in a
Changing Climate: meeting the challenges of an ageing population and
climate change, Stockholm Environment Institute, University of York.

TABLE 1

UK age-related carbon footprints
Group

Average carbon footprint

BABY BOOMERS
(50–64 years old)

13.5 CO2 tonnes/per capita

SENIORS
(65–74 years old)

12.9 CO2 tonnes/per capita

ELDERS
(75-plus years old)

12.0 CO2 tonnes/per capita

NOTE: Haq, G., Minx, J., Owen, A.and Whitelegg (2007) Greening the
Greys: Climate Change and the Over 50s - updated 2009, Stockholm
Environment Institute, University of York.
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If government agencies are to be adequately
prepared to address climate-related impacts,
an awareness and understanding of the social
factors that contribute to t he vulnerability
and resilience of older people to c limate
change is n eeded. A u nited policy approach
should be taken to tackle the dual challenges
of an aging population and a c hanging climate. This will not only prevent or minimize
the impacts on older people but will deliver
social, economic, and environmental beneﬁts
to the rest of society.
Older people are contributors to c limate
change with the high-level consumption patterns they bring to l ater life. They are also
potential casualties as they may be physically,
ﬁnancially, and emotionally less able to cope
with the effects of a changing climate than the
rest of the population. In addition, members of
this demographic group could be harnessed as
campaigners in developing community action
to tackle the issue (see Figure 1).
An assessment of the United Kingdom’s agerelated carbon footprint showed that the baby
boomers have the highest footprint among all
age groups (see Table 1). Baby boomers represent the ﬁrst generation of the consumer
society and bring high levels of spending
to middle and later life. They are reinventing old age, basing it on n ew consumerist
and leisure-orientated lifestyles, in which
travel and cosmopolitism are key features.
In contrast, those aged 75+ are coping with
increasing care needs and declining health.
Energy use in the home constitutes a l arge
part of their carbon footprint—40 percent
higher than the UK average.
As baby boomers move into the older age
groups, they will replace low-carbon habits
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and values with relatively high consumption
habits. This “replacement effect” highlights
the need for a t argeted effort to prom ote
greener behavior in this demographic group.
Baby boomers who are currently entering
retirement may be the last who will be able
to maintain a relatively high level of spending
in their later years, owing to the uncertainty
associated with future pension schemes.
Whether the current baby boomers will want,
or be able, to maintain their high-consuming
lifestyles will depend on a number of factors,
including levels of pension income, changes
in behavior resulting from current green
campaigns, levels of health and ﬁtness, and
future government policy.
The climate vulnerability of older people
arises from a combination of personal characteristics and interactions between exposure,
sensitivity, and coping capacity when faced
with a speciﬁc climate-related threat (see
Figure 2).
As people grow older, they are increasingly
faced with declining health and physical
strength, disability, loss of income, and
bereavement. Genetic disposition, preexisting burden of disease or ill health, income,
geographic location, family support systems,
quality of public health infrastructure, and
access to rel evant local information will
determine the extent to which an older person
will be affected by a climate-related threat.
The August 2003 European heat wave clearly
demonstrated the consequences of a r apid
rise in temperature, which reached 40°C and
resulted in the death of 14,802 elderly people
in France, and 2,139 in England and Wales.
The direct effects of climate change such as
high temperatures, storm damage, ﬂooding,

and drought pose a t hreat to t he quality of
life of older people as well as secondary
impacts such as displacement from homes
and poor access to e ssential public services.
The insecurity and heightened exposure to
climate-related threats are compounded for
older people by their reduced capacity for
coping independently.
Older people must also be part of the effort
to tackle climate change. Their interest and
enthusiasm should be harnessed to make the
world a ﬁ t place for their grandchildren and
to build a p ositive force for the future. It is
important to address and overcome the stereotype of this age sector as being incapable
of engagement, passive, or disinterested.
Older people have often been the “missing
voice” in the environmental debate. Their
views and needs should be included in the
policy making process, as their life experience

Older people are contributors
to climate change with the
high-level consumption patterns
they bring to later life. They are
also potential casualties.
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FIGURE 2

Climate change has speciﬁc impacts on older people

NOTE: Haq, G., Whitelegg, J. and Kohler, M. (2008) Growing Old in a Changing Climate: meeting the challenges of an ageing population and climate
change, Stockholm Environment Institute, University of York.
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and knowledge mean that they are uniquely
placed to comment on government responses
to political and economic crises.
A 2010 UK opinion survey suggests that
while older people are concerned about
climate change, they generally do not always
feel they will be affected. Nor do they feel
that they are able personally to take action to
stop it. However, recent experience in engaging older people in the UK on climate change
issues found that this age g roup often lacks
awareness of information sources and has
difﬁculty in accessing appropriate information on actions that are best suited to their
personal, social, or economic circumstances.
Information available is often perceived as
being confusing and contradictory. Removal
of these barriers, real or perceived, is key to
both better engagement of this age sector and
achieving sustained involvement. A n umber
of initiatives aimed at engaging older people
on climate change and green issues already
exist, including Green Seniors and Gray is
Green (US), Climate Change and the Over
50s (UK), and Green Sages (Australia).
In the current period of public expenditure
cuts, achieving mutual beneﬁts can ensure
more bang for the buck as well as a m uch
improved policy impact. The costs associated
with providing the right framework within
which older people can become more active,
resilient, and independent are less than the
costs of social services, health care, and
general care. The same applies to c limate
change, where the costs of accelerating the
transition to a low-carbon economy are much
less than the costs of pursuing business as
usual and dealing with the predicted climate
change impacts.

A coherent policy response is needed to
address the interface between climate change
and older people. Age-friendly climate policies should ensure that people reach later life
with sufﬁcient reserves (e.g., coping skills,
strong family and social ties, and savings
and assets), reduce the challenges they face
in later life, and provide adequate health and
social care. This requires creating better
communities for older people, adapting housing, providing good transportation options,
keeping streets clean and safe, and providing
access to shops and places to so cialize. New
approaches should be adopted to engage older
people on climate change issues that promote
direct interaction, use trusted agents, and are
sensitive to the personal circumstances faced
in later life.
If we are to m eet the challenge of growing
old in a changing climate, then older people
need to have an active role. Older people
could be the secret weapon in climate change
challenge: They will need help to play that
role, but they could be crucial in promoting
(and demonstrating) the right path.
Dr. Gary Haq
Dr. Gary Haq is a human
ecologist and senior research
associate at the Stockholm
Environment Institute at the
University of York, UK. He undertakes research on behavioral
change, climate change communication, and
urban environment issues. He has coordinated a
number of social marketing initiatives to engage
the public on green issues.
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Aging Advances

GLOBAL INNOVATIONS
TO ENHANCE THE LIVES
OF OLDER PEOPLE
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EUROPE

Using the Internet to Involve
Seniors in Lifelong Learning
The Programme of Life-long Educational
Project of EU Grundtvig has established
a Senior Education and Training Internet
Platform” (SETIP) course, jointly organized by the Centre of Visualisation and
Interactivity of Education Ostrava, Czech
Republic, and the University of Ostrava,
Czech Republic, and organizations dealing
with the education of seniors in Portugal,
Slovenia, and Spain. The goal is to t rain
seniors in basic PC l iteracy, followed by a
study that enables seniors to p articipate in
teaching in a virtual Internet classroom.
SETIP has transformed seniors’ education
by adding international cooperation, active
participation by the seniors, and use of information and communications technology connected with educational goals. SETIP shows
how a combination of in-person and distance
education can give seniors an opportunity for
personal growth, connect them with others
with similar interests, and use their skills to
teach others.
In the beginning only a fe w seniors were
actively involved, but now participants visit
the virtual classroom every day, to d iscuss
not only educational matters but also seniors’
ideas, experience, and wisdom. Individual
course materials are created not only by
the project implementers but by the seniors
themselves.

Although SETIP uses both in-person and
distance education, seniors can use the virtual
classroom without being physically present
at school. The SETIP platform is extensive,
easy to maintain, and gives its users tools for
different kinds of participation.
The SETIP activities have enjoyed unprecedented interest not only among seniors from
project countries, but from those in Austria,
Germany, England, and Sweden as well.
Participation ﬁgures are as follows:

> From March 25 to September 1, 2010, 93
seniors and 20 members of the project
partner’s staff from four project partnership countries participated in 16 courses.

> There are ﬁve international courses,
three Czech courses, four Portuguese
courses, two Slovenian courses, and
two Spanish courses, within which
the participants implemented 330,940
projects. An activity consists of a participant reading a do cument, viewing
a structure, completing a te st, reading
discussion contributions, or responding
to a questionnaire.

> The number of logins on t he SETIP
platform was 8,956.
Within SETIP there are two common
national courses in all project countries:

> PC and Moodle course (all materials, communication, support and seniors products
made during PC/Moodle course).

> The Greatest Personality Course (all
materials supporting The Greatest
N ational Personality Lectures, all
seniors assignments, contributions and
communication).
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be viewed at http://setip.osu.cz/course/view.
php?id=12. The Czech ﬁlm can be viewed at
http://www.free-art.cz/setip/setip_cz_en.php,
and a trailer can be viewed at www.free-art.cz/
setip/setip_trailer.php.

SETIP has transformed seniors’
education by adding international
cooperation, active participation
by the seniors, and use of
information and communications
technology connected with
educational goals.

What are the conclusions and impact of
SETIP?

> Increasing the interest of seniors in information communications and technology,
including its practical daily use (conﬁrmed by SETIP statistics and forum)

> Involving as many seniors as possible in
one common educational system (LMS
Moodle has no quantitative limitations)

> Making education attractive for seniors

The project demonstrates that if seniors are
trained correctly and provided with systematic information and technical support, they
ﬁnd the prospect of studying through the
Internet very attractive.
The example of an active approach to the
interconnection of University of the Third
Age (U3A) topics with the Internet platform
to a v irtual U3A is a pi lot run of the SETIP
Project, which can be accessed at http://setip.
osu.cz, user name: setip, password: setipsetip. Four documentaries about the project
implementation in each project country can
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thanks to their participation in the educational content (conﬁrmed by topics in
the SETIP forum)

> Openness for other educational institutions (e.g., U3A) within the EU to use
the SETIP model and platform
What are the pillars of the international virtual U3A idea based on SETIP’s experiences?

> Selection of topics for educational activities with active involvement of seniors

> Attending lectures at any educational
institution, with the possibility of studying on the Internet as well (MediaSite
presentation of lectures)
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> As many study materials as possible on
the Internet

> Space for questions and comments
mainly on the Internet

> Space for seniors to communicate with
lecturers and one another

> Space for seniors to work and be involved
in developing the actual content

> Space for international exchange of
opinions and experience
We are prepared to sh are all our collected
experiences with the project.
Tomáš Sokolovský and Zdenka Telnarová
Tomáš Sokolovský, CSc, is SETIP project coordinator Centre for Visualisation and Interactivity in
Education, Ltd., Czech Republic
Zdenka Telnarová, PhD, is a leading SETIP project
partner, Faculty of Science, University of Ostrava,
Czech Republic

GERMANY

Safer Cars for Seniors through
Technology
A heart attack can alter a p erson’s life in
many ways. And unfortunately, having one
increases the chances of having another. This
fact leads some older people to forgo driving
for fear that they might experience a h eart
attack on t he road and lose control of their
vehicle. Some jurisdictions even temporarily restrict or prohibit driving after a h eart
attack. For seniors who live in a com munity
where travel by car is essential, a heart attack
may mean losing a sig niﬁcant part of their
personal mobility, and it may adversely affect
their quality of life. But what if there were a
car that could drive itself if a motorist experienced a heart attack while on the road?
This and other innovations are being developed
under the auspices of Germany’s SmartSenior
research project. SmartSenior—Intelligent
Services for Senior Citizens—is a fo ur-year,
multimillion-euro research project mostly
funded by the German Federal Ministry of
Education and Research (BMBF). With €25
million from the BMBF and an additional €18
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BMW’s Emergency Stop
Assistant is more than a “cool”
novelty. It has the potential
to be useful not only for seniors
who may be prone to heart
attacks, but to other drivers
sharing the roads.

million from corporate partners, including €5
million from the German engineering ﬁrm
Siemens, this project brings together a consortium of 29 industry and research organizations
to harness technological innovations to make
life safer and more comfortable for older people.
BMW Group Research and Technology’s
contribution to t he SmartSenior Project is
the Emergency Stop Assistant. Engineers at
BMW are working on using autonomous driving systems, along with cutting-edge medical
technology, to create a car that drives itself
to safety should the driver become incapacitated by a ser ious medical emergency. Since
this ambitious endeavor involves a fusion of
two very different domains, automotive and
medical technology, BMW has enlisted top
project partners to spearhead the work on
the mechanism that monitors a d river’s vital
signs, leaving the automotive giant free to
focus on t he autonomous driving portion.

92

THE JOURNAL

The automaker’s partners in this endeavor
are Siemens, via its health care sector division,
and Charité—Universitätsmedizin Berlin, a
prestigious research and training hospital in
Germany’s capital city.
The idea behind BMW’s innovation is fairly
simple: When a m edical emergency renders a
motorist unable to d rive, the car’s Emergency
Stop Assistant system takes over a nd maneuvers the vehicle through trafﬁc to s afety. The
execution, however, is far more complicated. In
a world where drivers have so much technological assistance (cruise control, GPS n avigation
systems, rearview cameras) literally at their
ﬁngertips, it is easy to underestimate the engineering involved in making the Emergency
Stop Assistant work. The car’s computer must
ﬁrst detect when its driver has suffered a heart
attack; it manages this by using data from a
sensor-equipped bracelet or other wrist device
worn by the driver. It must then turn on the
hazard lights and keep a ste ady, legal speed,
while maintaining a safe distance from other
cars. The car must be “aware” of its surroundings to determine when it is safe to change
lanes, until it can safely come to a stop on the
shoulder lane and telephone for help. In short,
the Emergency Stop Assistant must do everything a human driver would do. In the words
of Dr. Peter Waldmann, the Emergency Stop
Assistant project manager at BMW, “[t]he key
information for the Emergency Stop Assistant
is: Where am I and what are the other vehicles
on the road doing? To answer that question the
car has to know where it is within its lane down
to the last centimeter, but at the same time what
other vehicles are doing. Only then can the
system respond as required.”
The mechanism to monitor a driver’s vital signs
and detect the occurrence of a h eart attack
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is currently being developed, but a b asis for
the technology already exists. For years now,
Siemens and Charité—Universitätsmedizin
Berlin have been collaborating on a way to
deliver a person’s vital signs through a system
of small devices (like a watch, bracelet or an
armband) worn by a u ser and networked to
a sensor via the Internet. One wrist device
under development would collect data from a
wearer to fo rm a b aseline measure of his or
her health. Then, as new data are collected,
they are compared to t he baseline to deter mine whether the user has experienced an
anomalous medical event. While this wrist
device is being developed for a separate project under SmartSenior, innovations from one
research project can provide insight into the
technology behind future devices.
Although BMW is conﬁdent that autonomous
driving technology can be a great tool to reduce
the number of trafﬁc accidents, and it is steadily
expanding the project, drivers shouldn’t expect
to see t his feature in cars anytime soon.
According to BMW, there are still “one or two
legal issues that need to be cleared up before
the Emergency Stop Assistant can be registered for the road.” Also, new algorithms need
to be developed to en able the car’s computer
to discern where it is on the road and what the
other cars around it are doing.
To aid in this, BMW is drawing upon existing technology. For example, according to
BMW, the Emergency Stop Assistant would
need to be teamed with a system of multiple
cameras, radar, and light detection and ranging (LIDAR) on all sides of the car that work
in concert to a llow “the reliable recognition
of all vehicles and objects in its immediate
area.” These mechanisms are generally
referred to as redundant sensor technologies.

But in matters of life and death, an extra layer
of protection is anything but redundant.
As BMW puts it, these technologies help
their engineers “ensure that automatic lane
changes do not result in collisions.”
The car’s computer would collect all these data
in order for the Emergency Stop Assistant’s
software to decide where it is and is not safe to
travel. If the computer knows that it must move
to the shoulder lane because its driver has had
a heart attack, the car must know whether the
next lane is free and be able to amend its action
plan until it sees a clear path to safety.
These sophisticated technologies would be
of limited usefulness if they were not easy to
operate, so Siemens is working with usability
experts to help design interfaces that are
intuitive and “multimodal,” allowing a u ser
to access important functions in more than
one way. Another concern, especially relevant
in our information-reliant age, is the security
of all the data that will be stored, analyzed,
and transmitted between various parties. Dr.
Fabienne Waidelich, the lead data security
engineer on this wrist device project at Siemens
Corporate Technology, assures consumers that
access to the data will be tightly controlled and
that every effort will be made not to collect
more data than absolutely necessary and to
“ensure that users have ultimate control over
their medical measurements at all times.”
BMW’s Emergency Stop Assistant, is more
than a “cool” novelty. It has the potential to
be useful not only for seniors who may be
prone to heart attacks, but for other drivers
sharing the roads.
For more information about the German Federal
Ministry of Education and Research (BMBF), visit
the BMBF Web site: www.bmbf.de.
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ONLINE RESOURCES

From the AARP Public
Policy Institute

Understanding the New Community
Living Assistance Services and Supports
(CLASS) Program

Trends in Disability, Community Living,
and Caregiving: Analysis of Data from
the National Long-Term Care Survey

The recently enacted federal health care reform
legislation includes a provision that creates a
voluntary national insurance program for longterm services and supports (LTSS). The provision, known as the Community Living Assistance
Services and Supports (CLASS) program, aims
to help address the financial challenges many
American households face when confronted
with the high cost of LTSS.

Two research reports by Don Redfoot, Ari Houser,
and Mary Jo Gibson elucidate important trends in
disability, institutional use, community living, family
caregiving, and paid home care. One report focuses
on trends related to older people with disabilities
living in the community. The second looks at trends
in family caregiving and paid home care for older
people with disabilities in the community.

http://assets.aarp.org/rgcenter/ppi/
health-care/fs183-class.pdf

http://www.aarp.org/relationships/
caregiving/info-09-2010/0927-ltchealth.html

The Village—A Growing Option for
Aging in Place

Care Management Practices in Integrated
Care Models for Dual Eligibles

The Village offers an option for meeting the needs
of the growing older population by making it possible for people to stay in their communities and
“age in place.” Neighborhood residents create villages to help coordinate and deliver services and
supports within their communities. This consumer-driven and person-centered approach can help
delay or even prevent the need for institutional
care. This fact sheet provides a brief overview of
the village model and policy implications.

This study examines the care management
practices in four health plans that serve persons
dually eligible for Medicare and Medicaid, who
are particularly susceptible to fragmented care
and could gain substantially from improved care
management. The authors describe how health
plans implement integrated care management
approaches and highlights how care management is practiced at the point of service delivery.
By Brian Burwell, Thomson Reuters; Paul Saucier,
Thomson Reuters; Lina Walker, AARP Public
Policy Institute.

http://www.aarp.org/home-garden/
housing/info-03-2010/fs177-new.html

Affordable Home Energy and Health:
Making the Connections
This paper by Lynne Snyder of the National Energy
Assistance Directors’ Association and PPI’s Chris
Baker details how temperature exposure impacts
older adults and offers recommendations to
promote access to adequate and affordable home
energy.
http://www.aarp.org/money/low-income
-assistance/info-06-2010/2010-05-consumer.html

94

THE JOURNAL

http://www.aarp.org/health/medicareinsurance/info-09-2010/healthdual0910.html

THE BIG PICTURE

WINTER 2011

95

Volunteering
Regular volunteer activities have been
associated with physical and psychological
health advantages among older people.

Myth
The notion that the ability to do
a job declines with age is false.
Until at least age 70, the ability
to do most kinds of work does
not decline.
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2050

The year the world’s 60+
population will begin to
exceed the population of
children. For much of the
past, children outnumbered
older persons by a factor of
more than six to one. Today,
the ratio has declined to
about three children per
one older person.

Population
Pyramid
Inverting
In fact, in many developed countries
the elderly already outnumber children.
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Dalmer Hoskins
Director of Policy Studies
US Social Security Administration

SOCIAL SECURITY AT 75: WHAT MAKES THE
US SYSTEM UNIQUE AND HOW IT COMPARES
WITH OTHER COUNTRIES
The history of the Unit ed States is in man y ways exceptional.
This notion of exceptionalism, however, is not so easily applied to its
principal national social insu rance program, Old-Age, Survivors and
Disability Insurance (OASDI).
Adopted by Congress in 1935, the Social
Security Act established not only an oldage insurance program but also mandatory
unemployment insurance and funding for
state-administered old-age assistance. The
United States was a relative latecomer in covering its employed workers with compulsory
old-age insurance, and was largely inspired
by continental European models, particularly
the German example, in the 20 or more
years preceding its adoption. The OASDI
program today exhibits many of the same
classic social insurance principles that can be
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found in several other national old-age insurance systems. However, after 75 years, some
features of the OASDI program appear to be
particularly characteristic of the US approach
to old-age income security. This discussion
singles out the following three characteristics
of the US program, compares them with
relevant foreign experience, and raises the
question of whether these characteristics still
have signiﬁcant implications for the program’s
future.

> Exclusive reliance on worker/employer
contributions to ﬁ nance the program

> Importance of long-range projections
and annual actuarial reporting

> Traditional and generous approach to
spousal and survivors beneﬁts
R E L I A NC E O N WO RKER AN D
E M P LOY E E CO N TRIBUTIO N S

Individually, these characteristics are present
to varying degrees in other national social
security systems, but the combination of
these characteristics, and the steady adherence to t hem during 75 years of program
development, have resulted in a n ational
program that is distinctly American.
The overwhelming reliance on t he payroll
tax, known as FICA (Federal Insurance
Contribution Act), has endured throughout
Social Security’s history. There have been
examples of using general revenues to f und
certain earmarked beneﬁts, but they represent small amounts in terms of total Social
Security expenditures.
The almost exclusive reliance on payroll-tax
ﬁnancing of Social Security places the United
States in a different camp from most of the
industrialized countries that have long used

general-revenue funding to supplement payroll
taxes and other earmarked taxes in their social
security programs. In France, Germany, and
Japan, general revenues fund 30 percent to 50
percent of public pension program expenditures.
A simple explanation for this readiness to u se
general-revenue ﬁnancing has of course been
the reluctance of politicians to r aise taxes on
workers and employers, fearing (in more recent
times) the negative impact on the nation’s ability
to compete against other countries in the global
marketplace. A second explanation is that other
governments have chosen to use the public pension programs for purposes other than merely
paying old-age pensions. For example, some
countries have experimented with early retirement pensions for unemployed older workers or
special pensions for workers unable to meet the
eligibility conditions or able to qualify only for
very low beneﬁts. Other countries have introduced special pension credits for workers who
take time out of the labor force to raise children
or to care for frail and sick family members.
I MP ORTA NCE OF LONG-R A NGE
P ROJECTI ONS

A strong sense of ﬁscal responsibility on t he
part of early policy makers largely explains why
long-range actuarial projections have been used
in the United States from the beginning. The
records show that the actuaries began from an
early date to u se projections of up to 9 9 years
and even into the indeﬁnite future. Although
the long-range projection period ﬂuctuated
somewhat over the years, by the 1960s it became
standard practice to use 75-year projections with
three levels of assumptions (popularly known as
optimistic, medium range, and pessimistic).
The United States is one of the very few
that uses a projection period as long as 75
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The US Social Security system
strongly reﬂects the traditional
assumptions about family
relations and gender roles that
were prevalent at its creation
so many decades ago.

years. Canada, with a com parable public
pension program, makes 60-year projections,
while several European countries, including
France, use a 3 0- to 4 0-year period. The
country with the oldest public pension program, Germany, is legally obliged to issue an
annual report using only 15-year projections.
There exists among Social Security specialists in the United States and abroad a general
consensus about the importance of issuing
periodic reports on t he ﬁnancial situation of
public pension systems. More important than
the length of the projection period may be
the analysis of year-to-year differences in the
various demographic and ﬁnancial assumptions used in formulating the projections.
The transparency of this information and the
accountability of those responsible for managing Social Security is a given to many American
observers, but this is far from the case in many
parts of the world. Many middle-income
countries do not issue regular actuarial reports
because they lack statistical information or

Remembering my Grandfather on the
75th Anniversary of Social Security
by Jessica Frank López, AARP Office of
International Affairs

My grandfather Beryl Frank was a re
revoluvolutionary person in the ﬁeld of social security.
He was inspired by the principles and poli-

Beryl Frank, who
devoted a long
career to the
development of
public pension
systems throughout
the Western
Hemisphere, hand
delivered the ﬁrst
Social Security
check in US history
to Ida Mae Fuller
in 1940.
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cies of the New
N ew Deal in the 1930’s and was
drawn to work in the ﬁeld of social security
after graduating from the University of
Vermont. He joined the US Social Security
Administration in 1939 and served in a
variety of capacities in the system. From this
experience, the principles of social security
shaped who he was as a pperson.
erson. When the
ﬁrst Social Security payment in US history
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political will; many smaller countries do n ot
have access to actuaries to do periodic valuations, so there are gaps in reporting that often
exceed 10 years. Some observers have argued
that long-range projections tend to induce
complacency among the members of Congress
and a reluctance to tackle long-range problems
until a crisis occurs. Could the heavy reliance
on long-range projections have been a f actor
contributing to a slower pace of pension reform
in the United States? Elsewhere, the shorter
time frames used for actuarial projections may
have shortened solvency objectives, prompting
lawmakers to refo rm and adjust their public
pension programs more frequently.
A U NI Q U E A PPROACH TO
DEPENDENTS’ BENEFITS

The United States has retained and fostered
a rather generous attitude toward family beneﬁts, particularly for spouses and survivors.
The trend has been in exactly the opposite
direction in many of the word’s developed

was delivered to Ida Mae Fuller in Vermont
in 1940, it was my ggrandfather
randfather who handed
her the check.
In 1951, he joined the general secretariat of
the Organization of American States (OAS),
where he directed activities in the ﬁeld social
security throughout Latin America and
the Caribbean. In Latin America he traveled extensively and defended the rights of
workers, ﬁghting to establish, expand, and
modernize the coverage of the social security systems in each country. From medical

countries, where dependents’ beneﬁts have
repeatedly been reduced or even eliminated
in recent years. One of the continuing and
unique features of the current US Social
Security system is that it strongly reﬂects the
traditional assumptions about family relations and gender roles that were prevalent at
its creation so many decades ago.
Practically from the beginning, Social Security
recognized that married couples had an earned
entitlement to a h igher retirement beneﬁt by
means of an additional spousal beneﬁt—equal
to 50 percent of the primary insurance amount
of the eligible insured person. The focus was,
therefore, squarely on ret irement adequacy
and protection of the family unit. By enacting
a “couples” beneﬁt that would be higher than
that of a single earner, the United States moved
away from actuarial equity and a strict relationship between contributions paid and beneﬁts
received. The United States is, therefore, one of
the few countries (another is Belgium) paying a
beneﬁt to the spouse of a retired worker. Most

coverage, disability and old age pensions,
he had a ppositive
ositive impact on tthe
he lives and
well-being of millions of workers across the
region. In El Salvador, my mother’s country
of birth, he helped to create that country’s
ﬁrst public pension system.
I am deeply proud of the path that Beryl Frank
paved for me, my family and future generations.
Beryl Frank passed away on May 1, 2005, which
is International Labor Day, a date
date that honors
workers in Latin America and around the world.
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A more coordinated and
integrated approach to national
retirement income goals
seems both unavoidable and
imperative for the future
security of older persons.

social insurance systems have consistently paid
only one pension beneﬁt to the retired worker.
The traditional roles of a male lifelong worker
married to a female lifelong homemaker have
long ago been overtaken by social change,
but this view of the family is still reﬂected in
the structure of US Social Security beneﬁts.
The United States has therefore carried on a
long-standing debate about how to ac hieve
better gender equity in the Social Security law.
Most of the debate pivots on the fact that married women generally gain additional Social
Security protection as dependents of their husbands. Under current law, a m arried woman
can receive a spousal beneﬁt as the dependent
wife (or ex-wife) of a covered worker; she can
also receive beneﬁts as a covered worker in her
own right, but she cannot receive both beneﬁts
in full. If she is entitled to both a worker’s
beneﬁt and a dependent’s beneﬁt, she receives
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an amount equal to the higher of the two beneﬁts. In other words, she receives her worker’s
beneﬁt plus the amount, if any, by which the
spouse’s beneﬁt exceeds the worker’s beneﬁt (the dual entitlement provision). The same
provision applies to married (or divorced) men,
but it remains infrequently invoked because, on
average, men still earn higher Social Security
entitlements than women. Reducing inequities
for women workers and providing adequate
protection for women with little paid work
history would involve striking a n ew balance
between the adequacy and equity objectives of
the Social Security program.
The United States’ unique approach to family beneﬁts has also carried through to survivors’ beneﬁts, in that a w idow or widower is
entitled to 100 percent (originally 75 percent)
of the insured person’s primary insurance
amount upon the spouse’s death. Elsewhere,
survivors’ beneﬁts tend to be much lower
(typically 50 to 60 percent), and the trend has
been toward reducing survivors’ beneﬁts.
The treatment of dependents’ beneﬁts reﬂects
the observation of many international social
security experts that national social security
systems are extremely “path dependent”—that
is, they are resistant to b old innovation; any
changes tend to be incremental and informed
by tradition. Revolutionary reforms in social
security provisions have occurred (Chile and
possibly Sweden are examples), but they are
the exception. Far more common is the slower
evolution of programs as they adapt to changing social, economic, and cultural conditions.
This has been the case in the United States,
especially in the area of dependents’ beneﬁts.
This consideration of certain distinctive features of the US Social Security system should
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not leave the impression that the US program
has evolved in an unusual manner when
compared with programs in other developed
countries. On the contrary, the commonalities
among mature pension systems are in many
ways more remarkable than their differences. It
seems unlikely that the developed countries will
go down radically different reform paths, given
the path-dependent nature of social security
development. More likely, countries will use
“policy transference” in looking for solutions
to common problems, adopting changes that
have seemingly worked well in other countries.
A striking example of policy transference is
the move among many countries, of which
the United States was among the ﬁrst in 1983,
toward higher normal retirement ages. Many
future reforms will be driven by two common
preoccupations: the aging of the population and
the prospect of inadequate retirement beneﬁts
among vulnerable population segments.
The rapid aging of the population in the developed countries of Europe, Asia, and N orth
America will compel social security systems
to readjust many of their current provisions,
including the so-called “normal” retirement
age. The three-pillar approach to ﬁnancing
retirement—public social security pensions,
employer-sponsored pension plans, and individual retirement savings vehicles—will need
to be reinforced. A more coordinated and integrated approach to national retirement income
goals seems both unavoidable and imperative
for the future security of older persons.
Countries with developed social security
systems will also be keenly aware that reform
efforts may adversely affect those who are lifelong low earners or who experience prolonged
unemployment and interrupted work histories,
affording them little opportunity to acquire

adequate social security entitlements or
signiﬁcant retirement savings. The European
Commission estimates that approximately 13
percent of older persons in the EU currently
live below national poverty thresholds; the
equivalent ﬁgure in the United States is about
10 percent. Economic vulnerability among the
elderly is particularly high for widows, immigrants, the disabled, and those older than age
85, most of whom are women.
Older persons in developed countries have
beneﬁted from decades of prog ress toward
income security. The concern now is how to
ensure ﬁnancial solvency of public schemes
without increasing the ﬁnancial insecurity
of future generations of retirees or u nduly
burdening future generations of contributors.
Increased revenues will be needed to ﬁnance
beneﬁts for larger numbers of retirees, and
countries will be faced with deciding whether
to readjust existing social security payroll tax
rates and other sources of revenue. The search
for solutions to these challenges will undoubtedly oblige countries to look for successful
reform models elsewhere and to address common issues of solvency and adequacy, rather
than pursuing divergent reform paths in an
increasingly globalized world.
Dalmer Hoskins
Dalmer Hoskins is currently
Director of Policy Studies at the
US Social Security Administration.
Before returning to Washington
DC, he served 15 years in the
elected position of Secretary
General of the International Social Security
Association (ISSA) which is affiliated with the
International Labor Organization in Geneva.
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Steve Webb, MP
Minister of State for Pensions
United Kingdom

CHANGING RETIREMENT AGES IN THE
UNITED KINGDOM
Retirement ages have been a contentious issue in the United Kingdom for
several years. Some empl oyers and
employer groups are adamant that
having a ﬁxed retirement age is essential for w orkforce management.
Others, including older peopl e’s representative groups, see a default
retirement age as discriminatory.
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The structure of our society is changing as
life expectancy increases, and we need to
fundamentally re-appraise the increasingly
important role older people play, and the
wealth of talent and experience they can bring
as employees and entrepreneurs. They have
a vital contribution to make to our economic
recovery and long-term prosperity as well as a
wider role in their families and communities.
The statistics are striking. In 2007, for the
ﬁrst time in UK history, pensioners outnumbered children. Life expectancy at age 65 has
increased by 40 percent over the last 25 years.
In the UK there are currently four adults
under 65 for every one over 65, and this ratio is
projected to drop to 3:1 within 10 years and 2:1
within 30 years. However, planned changes to
the State Pension Age mean that the number
of people of working age compared to those of
pension age is forecast to remain at 3:1.
This aging of the population will put greater
demands on pensions and health care in the
future. However, pressure on funding is only
one issue we need to con sider. Many people
want to con tinue working past the State
Pension Age. Around 1.4 million people
over the current State Pension Age, 800,000
of whom are aged 65 or over , are working.
We want to make sure that everyone has the
choice to work longer if they want to.
The Default Retirement Age (DRA) was
introduced in 2006 as part of legislation
introducing protection from discrimination
on grounds of age. It allows employers to set
a retirement age of 65 or higher; employees
must be notiﬁed in advance and have the
right to ask to work beyond this age, but an
employer does not have to offer any justiﬁcation for the retirement age. It is fair to say this
was always a controversial piece of legislation.

We believe very strongly that
there should be no situations
under which people can be made
to leave a job simply because
they are “too old,” and without
any justiﬁcation.

In its coalition agreement, the government made
a commitment to phase out the DRA. It makes
no sense that people in their 60s sometimes get
written off and feel that if they lose their job or
struggle to ﬁnd work, they should retire early.
We believe very strongly that there should
be no situations under which people can be
made to leave a job simply because they are
“too old,” and without any justiﬁcation. This
is not the same as saying employers should
not be able to remove employees who are not
performing; where someone is not doing the
job the employer should of course take action.
However, that action should be the same as it
would be if the employee were 20, 30, 40, or
50. Simply because employees are older, they
should not be treated as though it is inevitable
or excusable that they are not performing.
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We know that older employees value the ability to work ﬂexibly or in “nonstandard” work
patterns. This is one reason why we are working on extending the right to request ﬂexible
work to all employees. We are also reforming
the system of welfare beneﬁts so that it better
supports people to remain in and move back
to work; and we are seeking to refo rm the
State Pension and other welfare support for
people over t he State Pension Age, so that
anyone who works sees a ﬁ nancial reward.
There are valid questions about how the
economy and employers adapt to a n aging
population and workforce. However, there
are also a lot of myths and outdated assumptions about older people’s capabilities. In
particular, it is a myth that ability to do a job
declines with age; there is strong evidence
that, at least until age 7 0, the ability to do
almost all kinds of work does not decline.
These misconceptions have a negative impact
on the economy, individuals, and organizations. As the population ages we need people
to work longer (as well as save more) to fund
their retirement; failing to allow people who
are willing to work longer sets us back on
what is already a difﬁcult road.
Working longer is good for the economy. If
everyone works a year longer, gross domestic
product could increase by £13 billion. UK and
international evidence shows that more people
working helps the economy to g row, proving
that on an economy-wide level, older people
working do not block jobs for younger people.
People can improve their ﬁnancial position by
working longer. Those working beyond the
State Pension Age do not have to pay National
Insurance contributions and can receive
higher tax allowances from age 65 onward.
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It is not all about the economy and pension
funding, although these are important. The
impact of being made to retire on individuals
can be dramatic; it is more difﬁcult for older
people to ﬁnd work, partly due to t he same
misconceptions that forced them out of work
in the ﬁrst place, and being made to l eave
work may mean they have a lower income for
the rest of their lives.
The majority of employers in the UK do
not use retirement ages, and many that have
used them have removed them and found no
negative impact on their business. In fact,
many have found a p ositive impact through
improved retention and reduced costs of
recruitment and training.
Surely we are taking the right approach to
this issue, allowing people to contribute to the
health of the economy, their own ﬁnancial position, and their employer’s competitiveness.
Author
Steve

Webb,

member

of

Parliament for Thornbury and
Yate, became minister of state
for Pensions in May 2010.
Previous parliamentary responsibilities have included being
the Liberal Democrats’ spokesperson on Work
and Pensions from 1999–2005. He also worked
as the Liberal Democrats’ spokesman on Health
(2005), chair of the Liberal Democrat Manifesto
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Energy, Food and Rural Affairs (2007), and
spokesman on Energy and Climate Change (2008).
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ECONOMIC SECURITY
IN OLD AGE
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“Economic security in old age i s deﬁned by
the capacity to re ceive, and use independently, a certain amount of resources that is
sufﬁcient to ensure a good quality of life in old
age. It generates independence in decisionmaking and improves self-esteem because it
allows older persons to play a signiﬁcant role
in their communities and families, such as
support for younger generations and to more
disadvantaged family members.”
There are many sources of income for older
persons, all of which have their advantages and
disadvantages. Older persons can continue
working and remain active and thus delay
disability. But if they work out of necessity
and if the work is not suitable for their age and
physical condition, their health status will be
negatively affected. Family support may be
the only source of income for an older person
and may improve quality of life, but it will
likely make him/her dependent on the family.
Moreover, the family may perceive the older
person as a burden. Social security should be
the main source of income. This is particularly important for the more vulnerable elderly
who are no longer employed and do not have
families that support them. Social security
should be both predictable and sufﬁcient for
an elderly person to be independent. But in
many countries, this is not yet a reality.
The different pillars of economic security,
especially social security and family support,
which also includes nonmonetary support,
complement each other. When they are not in
place, the elderly can easily fall into poverty. In
fact, although older persons are not always the
poorest in society, poverty is one of the main
threats to t heir well-being. It is linked to low
literacy, poor health, and malnutrition. Access
to health care, good nutrition, basic services,
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Social security should be both
predictable and sufﬁcient for an
elderly person to be independent.
But in many countries, this is
not yet a reality.

and adequate shelter is limited for many of the
world’s older poor. Many older persons have
no regular income. Women live longer than
men, and as they age, poor women’s poverty
deepens. Older women, especially widows and
the childless, are particularly vulnerable, both
economically and socially. Indeed, there is
little that is more difﬁcult to bear than to be
old and poor. Poverty in old age is more than a
lack of income. It is also a loss of independence
and hope for improving one’s situation.
The goal of society should be to avoid poverty and loss of hope in old age. How do we
ensure economic security in old age? In order
to reach the Millennium Development Goal
of halving the proportion of people living
in extreme poverty by 2015, development
frameworks and poverty reduction strategies
must also address the concerns of the elderly.
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Until recently, most governments focused their
attention on t he younger generation and paid
little attention to t he ever-increasing numbers
of older persons. Today, the elderly can no
longer be ignored. Their social and economic
security should be high on the agenda.

in line with the human rights framework and
is more than a policy option for governments;
it is every state’s duty stemming from human
rights norms and standards, especially the
right to an adequate standard of living and
the right to social security.3

The Madrid International Plan of Action on
Ageing set o ut objectives and recommendations to ensure economic security in old age.
Addressing the issue of income security, social
protection/social security, and poverty prevention, the Madrid Plan put forth two objectives:

Countries are increasingly worried about
whether they will be able to pay for pensions
and health care, and whether they will ultimately be able to prevent a rise of poverty in
old age. These fears could be overstated. A
macroeconomic assessment provides a m ore
adequate and less threatening picture of population aging than the microeconomic focus
on household incomes and consumption that
underlies most studies on this subject.

> Promotion of programs to en able all
workers to acqu ire basic social protection/social security, including, where
applicable, pensions, disability insurance, and health beneﬁts

> Sufﬁcient minimum income for all older
persons, paying particular attention to
socially and economically disadvantaged groups
The UN Independent Expert on the Question
of Human Rights and Poverty 2 recommended
that states recognize that social (noncontributory) pensions are critical to reducing
extreme poverty and achieving the right to
social security for older persons. Evidence
shows that investing in older persons beneﬁts
not only the elderly themselves, but the entire
household and plays an important role in
helping to bre ak the intergenerational cycle
of poverty. Pensions in households of older
persons with young dependents have been
shown to i mprove the nutritional status and
school attendance of children and the health
of all household members. Besides helping
to reduce extreme poverty, social pensions
empower older persons and help balance
gender relations. Social security in old age is

Over the life span, a person’s average consumption exceeds his/her average labor income,
resulting in a life cycle deﬁcit. This deﬁcit—
which is largely attributable to relatively high
consumption expenditures on education during youth, and high and rising consumption
expenditures on health during old age—will
further increase with population aging. But
from a macroeconomic perspective there is no
need for l abor income to cover consumption
expenditures, as they can be ﬁnanced in many
different ways. Education and health-related
expenditures, for example, also beneﬁt companies, so i t would be misguided to e xpect
that such expenditures be ﬁnanced solely out
of labor income. Indeed, the increasing share
of the corporate sector in national income
during the past decades has further increased
employers’ capacity to contribute to education,
health, and pension-related expenditures.4
What matters most from a m acroeconomic
perspective is not labor income but labor
productivity and economic growth. For
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For economies to cater to a larger
number of older persons, it is
essential that economies promote
full and productive employment
of the working-age population,
and that they take measures, if
needed, to counteract a potential
shortage in labor markets.

<

economies to cater to a larger number of older
persons, it is essential that economies promote full and productive employment of the
working-age population, and that they take
measures, if needed, to counteract a potential
shortage in labor markets. The fear that the
aging of populations contributes to a l abor
shortage and subsequently constrains the
growth of economies is overstated, however.
An increasing number of persons above the
working age does not automatically mean an
immediate decrease in the number of persons
of working age. A shrinking of the working-age
population does not result in an immediate
decline in the labor force, and a de cline in
the labor force need not result in a shrinking
of the active labor force. And even where the
active labor force is shrinking, it may merely
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reduce unemployment or underemployment.
The only meaningful measure for a l abor
shortage is a f all in long-term unemployment and underemployment. The fact that
many countries that have a r apidly aging
population also suffer from comparatively
high unemployment and underemployment
suggests that these countries do not need to
worry about a general labor shortage.
Furthermore, if confronted by a labor
shortage, countries have many instruments
at their disposal to address it. But to de sign
appropriate policy responses, it is important
to evaluate whether there is a sh ortage of
all workers or only a sh ortage of speciﬁc
high-skilled workers. The former can be
addressed through rather crude measures,
such as a general increase in immigration or
a general postponement of the retirement
age; the latter needs to be addressed through
more targeted and speciﬁc measures, including the immigration of high-skilled workers
and efforts to ret ain or recruit speciﬁc
retired workers. While such policies can help
alleviate labor shortages, they have political
implications as well as impacts, such as brain
drain in countries of origin, which should be
taken into account. It should also be pointed
out that while countries have many policy
options to address challenges associated with
an aging population, many countries have
found it difﬁcult to i mplement appropriate
policies in practice.
It is wrong to see p opulation aging merely
as an economic challenge; it also provides
enormous economic opportunities. The
process of population aging is most appropriately understood as a process of structural
economic change, characterized by an expansion of industries that cater to and care for
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older generations. Rising demand for health
care services provides signiﬁcant investment
opportunities, and the growth of the health
care sector contributes to labor income.
Ultimately, the most meaningful ways for
economies to ﬁnance an aging population and
cater to older persons is to promote economic
growth and full and productive employment.
To foster both requires appropriate investment in physical capital, as well as higher
investment in the younger generations.
Population aging is one of the greatest
achievements of economic and social development. While it poses challenges, countries
can meet these challenges with appropriate
policies that ensure economic security for
all. Sufﬁcient predictable income and the
ability to de cide about its disposition are
essential to en able the elderly to en joy a
decent quality of life.
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“It is a myth that ability to do a job declines
with age; there is strong evidence that, at
least until age 70, the ability to do almost
all kinds of work does not decline.”
Steve Webb, MP
Minister of State for Pensions, United Kingdom

The global economic crisis has indeed challenged individuals who are approaching or living
in retirement, extending beyond economic security concerns to include other issues, such
as health care, housing, and caregiving responsibilities. Similarly, governments and businesses are facing the impact of the current crisis. Looking ahead, all segments of society
will need to embrace the opportunities and challenges of global aging to address these
interconnected issues.
In the next edition of The Journal we will look at how all sectors are focusing on familyoriented policies to prepare for demographic change. How is business working to create a
better balance for workers between work and personal responsibilities? What is the role of
government in facilitating work-life balance, and what policies are being implemented to
meet looming aging-related labor shortages? And in particular, how are women, living longer with particular vulnerabilities, considered in long-term planning.
The Summer edition will continue our
close collaboration with the European
Union, featuring an article on the 2011
European Year for Volunteering and
efforts to encourage greater volunteerism. As always, we will highlight
the EU Council Presidency with an article on the priorities of the Polish
government as it assumes its six
month term on July 1, 2011. In addition,
the Summer 2011 edition will feature
in-depth research on aging in Mexico,
and AARP’s continuing engagement
with the United Nations.

AARP THE JOURNAL ONLINE COMPANION

www.aarpinternational.org/thejournal
Visit the recently launched online companion of
The Journal. You will ﬁnd feature articles, web
exclusives, and more.

For more information, visit:
www.aarpinternational.org
Or contact:
AARP Office of
International Affairs
601 E Street, NW
Washington, DC 20049, USA

T: +1 202 434 2402
F: +1 202 434 2454
E: international@aarp.org

AARP International: The Journal is a publication of AARP.
The views expressed herein do not necessarily represent
policies of AARP and should not be construed as
endorsements. The mention of a product or service herein
is solely for information to our readers and may not be used
for any commercial purpose. AARP, which was established in 1958, is a nonprofit, nonpartisan organization
with tens of millions of members ages 50 and older.
State offices are located in all 50 states, the District of
Columbia, Puerto Rico, and the Virgin Islands.
Copyright ©2011 by AARP. All rights reserved.

I N T E R N A T I O N A L

W I N T E R

A A R P

2 0 1 1

THE JOURNAL

WINTER 2011

“WE CAN MAKE ACTIVE AGING A POSITIVE REALITY IF POLICY MAKERS,
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MANAGEMENT STRATEGIES AND PROMOTING ACTIVE AGING THROUGH
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– László Andor, European Commissioner for Employment,
Social Affairs and Inclusion

AARP aims to help people live longer, healthier, more financially secure and productive lives
by identifying the best ideas and practices on key policy issues. We convene international
opinion leaders and policy makers to share their expertise and develop research on health
and long-term care, older workers and retirement income, and livable communities. AARP’s
international program fosters this global collaboration and, in the end, acts as a collaborator
and catalyst to governments and decision makers in all sectors to help address and favorably
shape the social and economic implications of aging worldwide.

Attn: The Journal

Tel: +1 202 434 2402

601 E Street, NW

Washington, DC 20049 USA

international@aarp.org

I N T E R N A T I O N A L

AARP Office of International Affairs

A A R P

www.aarpinternational.org

