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Praise for Humanizing Human Capital

“Charas and Lupushor have been at the leading edge of human capital changes that will define success in business for a generation, from analytics and macro-labor trends to multi-stakeholder engagement and technology. This book covers the topics we all need for today, and for tomorrow.”

—Jeremy Shapiro, AVP, Global Head of Workforce Analytics, Merck

“Companies and investors increasingly consider human capital management (HCM) to be a defining factor in delivering business outperformance. Many emphasize the importance of HCM, yet if we dig deeper into how they deliver on their promises, the outcomes vary. In this book, Charas and Lupushor have created a clear road map for senior leaders, human resources professionals, and workers on what each stakeholder should expect from quality human capital management by organizations that ‘walk the talk.’”

—Dr. Christine Chow, experienced investment professional; Emeritus Governor, London School of Economics; and Board Director of International Corporate Governance network (ICGN)

“Human Resources is at a crossroads. Does it become an essential and powerful force for aligning the aspirations of organizations and their employees—or does it sink into the obscurity of analytics? This book sets out the challenges and a road map for change in clear and pragmatic terms.”

—Dr. David Clutterbuck, Special Ambassador, European Mentoring and Coaching Council, and visiting professor, Henley Business School

“This book enables HR and business leaders to better understand the impact of the future of work on the workforce and provides guidance on how to find the right set of actions to mitigate people-related risks, as well as how to come up with data-driven and innovative solutions. The authors also elaborate in detail how the future workplace can be engineered, outlining how different physical and digital elements can be orchestrated to ensure that companies and their employees can succeed in this new reality.”

—Ralf Buechsenschuss, Global Head of Org. Design, People Analytics & Digitalization for leading global insurance company

“Finally, here is the handbook for organizations acknowledging the workplace we left behind in 2020 is never coming back. Charas and Lupushor present a powerful alternative to replacing the industrial workplace practices and norms in piece-parts. They take us by the hand to thoughtfully design our new blueprint as an integrated whole, with a new employer-employee contract and business culture, meeting changed expectations and priorities on both sides, blending the best of digital and physical environments, and creating a sustainable talent brand.”

—Diane Gherson, Senior Lecturer, Harvard Business School; former IBM CHRO; and Public Company and Nonprofit Board Director

“Human capital drives financial capital. Increasingly investors, managers, clients, customers, and employees (including potential employees) recognize the value of a business’ talent and its contribution to a business’ success. With the advent of and accelerated use of social media, data, new employee working models, stakeholder focus, enhanced regulatory reporting, and activism, human capital management has never been more relevant. Attracting, developing, and promoting talent has increased urgency in the era of the ‘Great Resignation,’ which I consider the ‘Great Reassessment,’ as workers reassess everything from how and where they will work to how work fits into their overall purpose in life. That makes this new book by Charas and Lupushor not only timely but essential to understanding the trends, issues, and approaches evident today. Humanizing Human Capital is a comprehensive description of the issues businesses and employees are facing, the tools and approaches that are working, and how to incorporate technology and new working models into business strategy. The case studies and insights bring the issues to life—providing road maps, specific examples, and perspectives from all the stakeholders.”

—Mark Weinberger, former Chairman and CEO, EY, and Board Member, Johnson & Johnson, Metlife, and Saudi Aramco

“Charas and Lupushor continue to advance their long-standing thought leadership in human capital management analysis and strategy with this excellent collection. Now more than ever, their analyses and observations are necessary reading for CEOs, CHROs, Directors, and shareholders.”

—Ross E. Jeffries Jr., Deputy General Counsel and Corporate Secretary, Bank of America Corporation

“This book is a great contribution to the field of workplace design and masterfully combines human centricity and empathy with quantitative mindset. Organizations that are keen to create a dignifying work environment where people are valued for their contributions will find in this book elegant ways to quantify that value in the context of business outcomes. Improving the workplace experience starts with inclusive practices and the twenty principles that Lupushor and Charas outlined in the book, along with plentiful examples of how those can be applied, will transform your organization into an authentically inclusive one.”

—Frances West, founder, FrancesWestCo; former IBM Chief Accessibility Officer; and Chair, Strategy & Development Committee G3ict
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To the workplace misfits, people analytics geeks keen on solving business problems, rebels passionate about the edge cases, forward-thinkers ahead of their times—all the nonaverage brave ones who have the courage to change the world of work, one experience, one insight, one measurement at a time.




Customers will never love a company until the employees love it first.

—Simon Sinek, author of Start with Why
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Foreword
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Business and HR leaders recognize that recent contextual challenges (COVID pandemic, social injustice, economic uncertainty, digital transformation, and civic/political toxicity) have made people and organization issues as the essence of competitiveness. If the 2008–2009 liquidity and debt challenges were the “financial and economic crisis,” then 2020–2021 challenges represent the “people and organization crisis.”

Out of these demanding times will emerge new insights about how people and organizations operate. A colleague recently taught me that under pressure, some rocks become dust and others diamonds. Discovering opportunity in crisis is not new. Plato said, “Necessity is the mother of invention.” And Martin Luther King Jr. said, “Every crisis has both its dangers and its opportunities. Each can spell either salvation or doom.” In today’s challenging context, business and HR leaders must rise to the opportunity by reinventing HR.

HR continuous improvement is not new. For the last twenty-plus years, HR issues have been part of business conversations evidenced by a myriad of studies on “strategic HRM” (384 references in Storey, Wright, and Ulrich 2020). In the improvement journey, HR has been “at the table” and part of business dialogue for some time. However, to respond to today’s more intense challenges, HR needs to not just improve but reinvent to contribute to business discussions in ways that add value to all stakeholders.

Into this context, Solange and Stela’s inspiring book offers fresh insights to reimagine and reinvent HR’s contribution. Their premise is that the future of work connects the environmental context with internal actions.

Humanizing Human Capital offers insightful and relevant ideas and tools to contribute value in the future of work by connecting the outside context with internal actions. The four D’s (demographics, digitization, datafication, disintermediation) characterize disruptions in the environmental context. This environmental context shapes internal actions. Organizations that fail to respond to these external trends in timely and relevant ways atrophy and fail. The four W’s (work, worker, workplace, worth) overview the employee-centric organization and the twenty principles suggest specific internal actions that humanize human capital and enable a response to external trends. By connecting context and action, HR shapes the future of work. In our lingo, HR is not about HR but about helping an organization succeed in the marketplace through creating the right workplace. Humanizing human capital requires thinking about people, both people inside the organization (e.g., workers, employees), but also people outside the organization (e.g., customers, investors).

By applying the twenty principles to both individuals and organizations, Solange and Stela give leaders specific actions that can shape both individual employee experience and organization capabilities. When these internal experiences and capabilities link to external customer and investor value, HR becomes a significant contributor. HR is not only at the table as part of the business but engaging in some of the most crucial conversations of our day. This book provides ideas, stories, and tools to make these conversations impactful.

The good news is that leaders now have a road map for their journey to improved individual well-being and organization success. The better news is that using people analytics to test these emerging HR practices led to an average 15 percent higher efficiencies and 25 percent higher profits, thus linking internal actions to results that matter.

By using the insights throughout this book, business and HR leaders will not only anticipate the future of work, but help shape and create it by:


•Defining contextual disruptions.

•Appreciating human capability (talent, leadership, organization, and HR) as the emerging source of competitive advantage.

•Understanding, assessing, and implementing twenty principles of action that deliver human capability.

•Raising the bar on HR professionals to make a difference in HR’s contribution to all stakeholders.



The road map in this book is a journey every HR professional and business leader should pursue.

—Dave Ulrich

University of Michigan, The RBL Group

Alpine, Utah

March 2022




Introduction

[image: ]

WHAT DO WE MEAN BY HUMANIZING HUMAN CAPITAL?

We explain the concept of humanizing human capital as a mutually beneficial, synergistic agreement between the company and its labor pool that ensures workers are an integral, fully leveraged part of the future; that they will contribute measurable Return on Investment (ROI); and that all decision-making will blend data with a human approach to people management. Our premise is simple: the workforce is what drives sustainable value creation for an organization.

It goes without saying we do not work in typical times—at least in comparison to past decades. Constructs that were propping us up are now breaking apart. Owing to the COVID-19 pandemic, employer-provided healthcare coverage, financial sustainability, and even physically working side by side may become faded memories. For these and many other reasons, traditional thinking won’t work anymore, and we must challenge every aspect of how we conduct business.

REDEFINING THE ROLE OF HUMAN RESOURCES

Human resources is more essential than ever for helping organizations adapt to such overwhelming external changes as consumer preferences, supply chain disruptions, competition, globalization, and technological advances. The heart of being able to respond appropriately to and capitalize on these challenges resides in an organization’s ability to leverage the skills and creativity of their human capital.

The HR function within the corporate world has been unprepared for massive disruption. As one obvious example, COVID-19 has forced entire industries such as hospitality (especially hotels, entertainment, and eat-in restaurants) and travel (airlines, trains, and cruises) to thoroughly transform their business models to reestablish profitable enterprises that can withstand this and similar global threats while helping patrons and employees feel safe.

Meanwhile, disruptive technology is making rapid progress. Virtual collaboration, bot assistants, augmented reality, 5G, regenerative medicine, driverless vehicles, quantum computing, blockchain, artificial intelligence, and other forms of enhancement and automation may replace entire occupations. And remote knowledge workers are becoming more highly valued than ever before. This shift to distributed work is already changing how and where we recruit talent, as well as where our workforce will perform their job functions.

Furthermore, we now have a workforce with backgrounds and experiences more diverse than ever. The main drivers of this trend include widespread acceptance of virtual and distributed work; aging populations and multiple generations working alongside each other; corporate deglobalization with less frequent international collaboration and communication; the movement for social and racial justice in the United States; and surging demand for inclusion in the workplace, encompassing workers of varied national origin, gender, race, sexual orientation and identity, disability status, veteran status, education, expertise, and skills.

We have witnessed corporate executives and HR professionals grappling daily with these monumental shifts. They are under pressure to adapt to an ever-evolving business climate in which the impact of human capital has become increasingly difficult to forecast and measure. Decision-making has never been more challenging. Making human capital decisions using hunches and gut feelings is no longer acceptable in a business climate that demands data-driven evidence, accountability, and transparency. While organizations have incorporated data analytics in supply chain management, finance, manufacturing/production, customer service, and marketing, HR has largely remained an outlier in this regard. Yet not only have data-driven HR decisions proven reliable and effective, a wealth of research also indicates that human capital performance has a direct, statistically significant, and material impact on enterprise performance. Ignoring this fact while refusing to base decisions on human-capital-program efficiency is simply an irresponsible way to manage and grow a business.

For these reasons, we have written the book you are holding in your hands.

OUR DIRECTIVE—AND YOURS

Our primary goal is to enable corporate leaders and HR professionals to quantify and apply business insights about the human capital signals within their organizations to make better decisions that ultimately drive corporate performance. By employing the rigor of data analytics, you will learn to better prioritize actions that have the greatest positive impact on several key areas: corporate and workforce resilience; effective development and deployment of human capital; and, ultimately, business results.

We have partnered as authors to blend our distinct perspectives and provide concrete solutions for using human capital analytics and applying it in a way that puts people at the center of organizational success. Think of us as a yin–yang combination to help you navigate the future of work.

We view our collaborative work as an integrated circle-and-feedback loop. Solange quantifies organizational human capital trends and contextualizes how these drive corporate performance. She offers a blueprint for identifying and measuring human capital outcomes by correlating them to financial indicators best representative of an organization’s business model.

Stela lends a future-thinking and humanistic perspective on workforce strategy. She provides a unique way of understanding and contextualizing the workplace to make it more resilient, inclusive, and accessible moving forward.

Together we can help you become better prepared to understand the world of work and how to take appropriate action to optimize your organization’s performance. We combine well over a half century of global expertise, in-the-trenches experience, and primary research on a subject that has been near and dear to us throughout our respective careers in the academic, corporate, and nonprofit worlds.

In these pages, we have blended our passions and individual approaches to provide concrete, data-driven instruction on how to build, nurture, and sustain a workforce that can adapt to the ever-changing nature of work, employee needs, and technology. Whether you are a corporate leader, serve on a board of directors, or reside anywhere in the HR universe, this book will be of immense relevance to you.

HR BELONGS AT THE EXECUTIVE MANAGEMENT TABLE AND IN THE BOARDROOM

Starting in 1990 through the 2010s, HR professionals have been investing in themselves and their teams to refocus their contributions from administrative to strategic. There now exist specific master’s programs in HR that prepare professionals for an even broader range of responsibilities and a higher level of effectiveness. And HR has made tremendous strides toward this refocusing, as we can now identify specific strategies and activities that drive worker and HR program success.

Now we must take that important next leap and officially invite human resources to fill an active role at the executive management’s table (and even in the board room) by not only demonstrating its ability to move the needle through effective human capital management, but also by its financial literacy. As we will describe, HR professionals have the capacity to provide their organizations with the data, tools, and strategies for human capital decision-making that will have a measurable, lasting impact on corporate top and bottom lines while contributing to corporate resiliency and sustainability.

Throughout this work, we will explore the relationship between human capital performance and enterprise-level performance—for example, the correlations between headcount and ROI—and offer numerous examples of fallacies that have had deleterious long-term impact on organizations. For now, we hope you will accept the fact that the stakes are high enough to warrant integrating HR into all facets of organizational management.

No doubt you’ll be pleased to discover that data analytics also may be applied to a host of other unexpected intangibles previously believed to be unmeasurable. As a result, we now have the facts at our fingertips to debunk commonly accepted myths about charged subjects such as diversity, inclusion, equal pay, sustainability, and philanthropy. You’ll be surprised to learn that these aspects, rather than draining time, energy, and profit from a business, all have the power to contribute tangible ROI and lead to company growth.

Aren’t these more than enough reasons to welcome HR to the executive management and board room tables?

METHODOLOGY AND ORGANIZATION

Our research for this book has entailed mapping out the financials of approximately 2,500 public companies and analyzing their relationship to human capital metrics. Examples of our findings appear throughout.

We have interviewed executives performing a wide range of organizational functions—not just HR—to demonstrate the interdependency of roles. These business authorities—who are leaders at Fortune 500 corporations such as EY and Bank of America—provide fascinating insights into the inner workings of the role data has played in human capital within their respective organizations. Supplementing their contributions are case studies and business examples of such organizations as NASA, Amazon, Google, Salesforce, Walmart, Glassdoor, AT&T, and several others that will help you understand how to evaluate the current performance of your HR department and implement needed changes.

The book is organized into three parts: part one, “The Disruptions Impacting the Workplace”; part two, “Humanizing Human Capital at Work”; and part three, “Engineering the Future Workplace.” You’ll note that we crafted part two to track the entire life cycle of a worker from interview to exit, all through a systems-thinking perspective: the belief that all HR processes and functions are part of the entire organizational ecosystem. (For our purposes, we use the terms employee and worker interchangeably throughout.)

Sometimes, as we navigate challenging, uncharted waters and make critical decisions while battling through the storm, we overlook the obvious fact that human capital has the word human in it. Although every data point can yield either a conclusion or an action item, and the world has become irrevocably digitized and mechanized, we must always be cognizant of the fact that people—real flesh and blood, even if they are only seen remotely via a laptop screen—are what will propel your business into the future. The ultimate doers, problem-solvers, and innovators are your workers using technology—not the machines themselves—and every decision you make will affect them.

The road ahead may at times seem unpredictable and even treacherous. For this reason, we would like this book to inspire you to create a lasting pact between HR and all areas of your enterprise to produce a resilient, responsive, and innovative organization whose tangible, measurable, and sustainable business results enable it to overcome any challenge—and emerge more powerful than ever.




Part One
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THE DISRUPTIONS IMPACTING THE WORKPLACE

Welcome to the future—one in which disruptions are the norm, throwing businesses into a constant state of frenzy and uncertainty.

The workforce is changing at the same time as advances in technology are revolutionizing and redefining what work looks like and how it needs to be accomplished.

In this part, Stela refers to the disruptions impacting the workplace in terms of the four D’s:


1.Demographics: These shifts include a multigenerational workforce; growth in global/local/social/job mobility; population aging; and greater diversity in backgrounds, thinking, and the other traits listed in the Introduction.

2.Digitization: This includes intelligent automation, virtual/augmented/mixed reality, artificial intelligence, autonomous devices, sensors and the Internet of Things, robotics, and bionic augmentation.

3.Datafication: This is the harvesting and analysis of data about interactions across and between humans, devices, sensors, bots, and tools. The massive amounts of data allow us to see patterns, glean insights, find optimal solutions, make decisions and recommendations, nudge users, and personalize experiences.

4.Disintermediation: This is the process of removing the middle person (intermediary) from the value chain. It includes the rise of the gig economy, collaborative consumption, networked work, 3D printing, blockchain, cross-value-chain companies, and more.



The four D’s will ultimately further widen the gap between workers’ expectations and what workplaces provide. These disruptions place the heavy burden of adaptation squarely on the shoulders of management and human resources, both of which already have their hands full. On the other hand, the future ahead is also immensely exciting, as it will provide a new reality of work that, at its core, is being fueled by our current information revolution.




Chapter One
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HOW OUR WORKFORCE IS CHANGING

It would be a major understatement to say that the entire business world is evolving at a frenetic rate in response to disruptions to supply chain issues, manufacturing shortages, shifts in marketing powers, how consumers are engaged, and how products and services are sold. HR has been looked upon to support the business response to these changes. This department has also been facing its own challenges: talent acquisition in a shrinking labor force; retention in a battle for talent; worker engagement amidst so many distractions (both at work—wherever that may be these days—and outside of work, including societal, economic, and climate shifts). Organizations that ignore or resist these trends do so at their own peril. The time for leaders to keep maintaining the status quo is long gone. They can no longer cling to the philosophy that the outside world does not impact their own. The future is right here, right now.

This chapter will help you understand why it is so vital to establish workforce-centric models in your organization. It also will teach you eye-opening facts about changes in population, workforce composition, and worker psychology and mindset that you will need to address to sustain your business in the coming decades.

CREATING THE EMPLOYEE-CENTRIC ORGANIZATION

If you Google worker-centric organization, you will find it defined as “creating an environment where you honor your employees, where you take care of them, so they can then take care of your customers.”

We have reached a major crossroads in business evolution. Business models, which have evolved from production and optimization to being customer-centric, are now becoming worker-centric. These models require a far more personalized approach in which labor is no longer viewed as a commodity but rather as a unique competitive advantage. The focus therefore needs to be on flexibility, adaptability, and resilience, with customized processes and programs that meet workers’ individual needs while supporting the achievement of enterprise-level goals in service of stakeholder benefit.

To create a worker-centric culture and framework and then propagate it throughout a company ecosystem, the leaders themselves need to take time to self-reflect. The old school top-down boss who barks orders from the corner office won’t cut it. We have to flip the model from leadership to followership, in which we switch from hierarchies and commands to networks and distributed work. Under followership, teamwork, interactivity, and cooperation within and across teams become the essential motives for accomplishing mutual goals.

From an HR perspective, all of the constructs that the organization has established must be reevaluated, starting from the employment brand and how you create a compelling value proposition to attract desired candidates. You must rethink how you manage and evaluate new hires, grow their skills and capabilities, and reward and retain that talent. Even when employees leave, you must reconsider how you maintain relationships with them, in case they become contractors, shareholders, customers, or suppliers. Such relationship management becomes even more crucial if they boomerang and return as workers. We will address these circumstances throughout this book.

The US Bureau of Labor Statistics’ January 2020 report revealed that American workers stay with a company for an average of only 4.1 years, which is down from previous years. As of this writing, the great resignation was in full swing. In fact, in September 2021, the US had the single-highest resignation rate ever experienced without a war-time event, at over 3% of the workforce. On an annualized basis, the economy is seeing an average attrition rate of 36%. To incentivize employees to stick around longer, organizations may have to completely realign the value-exchange contract between themselves and their workforces. The contract becomes the implicit and explicit agreement about expectations on both sides of the relationship.

If you are imagining what it might be like to be CEO of such a company, I know what you are probably thinking (or even saying): Why should I spend my time, money, and energy to offer anything special and cater to people who are likely to leave sooner rather than later? Herein lies the flawed premise that workers are disposable—that they are just assets, resources, and inputs. Management can no longer consider the labor force as production machinery to be treated like any other widget measured purely on speed, efficiency, and minimum acceptable investment. In fact, the workforce is your organization’s critical component for delivering value. Your workers are the ones inventing and innovating, delighting customers, ensuring quality of products and offerings, balancing the books, avoiding legal entanglements, managing risks, and ultimately keeping your figurative lights on. Treating the workforce any other way will tarnish your internal and external reputations, which in turn will make it difficult to recruit and retain talent with the necessary skills and experiences needed for the company to survive, grow, and thrive. If you think there is a cost to investing in people to keep them, you’re correct. However, the alternative expense of replacing workers is even higher. The rule of thumb is that it costs anywhere between 30%–50% of a low earner’s wages and between 100% and 500% of a high earner’s wages to replace these workers. That’s why it is an economic and financial imperative to retain productive workers.

Let’s take a moment to play devil’s advocate. As CEO of this hypothetical firm, you might be thinking, I understand that we must adapt to the future, but so many people are unemployed right now that I’m not going to have any problems finding people to fill these jobs.

We sincerely wish it were so easy! To further explore this issue, consider that the four D’s—demographics, digitization, datafication, and disintermediation—impact the economy and businesses’ response to it. The skills and talent embedded in the DNA of your human capital must align with your business initiatives and goals, and the workforce needs to buy into the company’s purpose and direction. You can’t just say, “Oh, I just decided that purple is going to be the new theme color of my house” and then not change any of the furniture to match that color.

Once again, let’s acknowledge your potential response as the company’s CEO: “Purpose-shmurpose! How does that impact me? I’m not going to play mommy and daddy with our workforce—we have real work to do. We can’t waste hours of precious company time and money spoon-feeding purpose to every worker in the company. They should be able to create their own purpose based on our company’s vision and mission. We have shareholders to satisfy!”

The old HR school of thought wasn’t much different. “Whatever—if they don’t like it, they can find another job!”

We’ve all been there, done that. Newsflash: it won’t work in the future environment. If you want to retain your employees and keep them engaged, happy, and loyal, you must meet them where they are and adjust to their needs, be they psychological, emotional, relational, economic, or developmental. As we’ve already mentioned, replacing employees is far more expensive than marginal investments in the current workforce.

This segues perfectly into the employee-centric theme: one size no longer fits all. We have to customize and humanize how we treat our human capital. We must rewrite our organizational systems and work constructs so that they are appropriate for all talent in the organization.

POPULATION GROWTH IS SLOWING DOWN

Before we are in a position to explore how to humanize human capital and address its numerous critical applications in the future workplace, we must first address the fact that the workforce landscape is changing ever more rapidly and corporations are scrambling to keep up. We begin this investigation by tackling a rather complex subject area: demographics.

You may be asking, “What on earth do demographics have to do with my business, my workforce, and me? These are such slow-moving changes. They are unlikely to impact my organization in the next few quarters—or even years. Plus, they are totally beyond my control.”

Not so fast. Demographic factors have incalculable implications for your business: direct and indirect, visible and invisible, short and long term. Remaining ignorant of these factors could prove disastrous to the health and stability of your organization.

Allow us to explain . . .

A commonly accepted fallacy states that the world’s population is growing rapidly. This may now be the case in places such as the Middle East and India, but the fact is that the overall rate of world population growth has been decreasing over the past several decades, falling from 1.5% annually between 1950 and 2018 to the current neighborhood of 1%. The downward trend is predicted to continue until 2100, by which time population growth will be flat.

Several factors are driving these statistics, but the most prominent is declining fertility. Population size primarily relies on the number of births per woman. According to the World Population Prospects 2019 published by the United Nations, the global fertility rate is expected to drop from the current 2.5 children per woman to 1.9 by the year 2100.

Thanks to improved healthcare, education, and medicine, the global life expectancy for human beings increased by 2.7 years between 2010 and 2019. (In the United States, however, life expectancy plunged 1.5 years in 2020 due to COVID-19.) Although the world’s population is trending older, the decrease in new births is outpacing the increases in average life span. It is predicted that, by 2073, the number of individuals sixty-five and older will exceed the number of fifteen-year-olds for the first time. Meanwhile, the business community has not sufficiently addressed the issue of ageism, which puts companies at risk of more discrimination lawsuits. An aging workforce will significantly affect a range of management issues—from hiring to adapting to the new culture.

These trends of declining births and aging workers have several other repercussions, which we will reveal in the next section. In the meantime, let’s return to why you—whether you are a business leader or an HR professional—should care about all of these changing demographics. The reason is simple: the population decline will tangibly impact global economies. Population size impacts how many consumers are buying products and services; the number of workers in the workplace; and the amount of taxes being collected. This will have a domino-like effect on governments, markets, consumption levels, consumer preferences, and so forth, which in turn will strike businesses and the workforce.

The Next Generation: Living Longer but Not Necessarily Prospering

In the United States and globally, the current generation is the first in history to have worse earnings and lower status than their parents. As they struggle with these circumstances, they will already have their hands full dealing with the consequences of global warming while facing a conflagration of issues resulting from the phenomenon of population decline.

For instance, it’s wonderful that each successive generation will live longer than the ones that preceded it. We have reached a scientific turning point in which medicine can treat, if not nearly cure, certain medical problems (such as heart disease, through statin medications, stents, bypasses, and transplants), which has prolonged the average life span and enabled us to enjoy our elders for many additional years.

Unfortunately, there are genuine downsides to this happy story. Healthcare systems, for example, are ill prepared to cover the costs of an aging demographic. From coldhearted business and economic perspectives, governments simply cannot sustainably support the retirement of such a multitude of senior citizens for three decades. For this reason, individuals are already beginning to realize that they must work well past their anticipated retirement ages to maintain their lifestyle. Many people also want to stay active and engaged while contributing to society—albeit sometimes at a different pace. Today’s workplace constructs—the career definitions, schedules, candidates people look to hire, and so on—are not designed to engage with older individuals. Additionally, as of yet there is little interest in figuring out how to make the workplace accessible and provide the necessary accommodations for people who may experience physical and cognitive limitations associated with the aging process.

It has long been assumed that society would educate citizens until they entered the workplace, after which time they would be on their own until retirement. Now, however, people are eschewing retirement and returning to the workforce to keep active or make ends meet. Many who are approaching retirement age are pushing the date back in anticipation of this looming financial reality. The new norm on the horizon will be for people to have multiple careers in their lifetimes.

Two critical questions arise: What job functions will all of these people fill? Do they have the requisite skillsets for the types of positions needing to be filled?

There is only one answer to these questions: the aging population must develop new skills to adapt and provide value in modern-day and future job markets, which may include introductions to technologies that are completely foreign to them. This leads to the (so far) unanswerable question: Who is going to fund and provide all this retraining?

Some companies—and not just Walmart with their professional greeters—have already shown initiative and taken steps to accommodate an aging workforce. According to bestcompaniesaz.com, some companies have earned the title “best employers with jobs for people over 50.” Morgan Stanley, for example, has created a twelve-week “Return to Work” program intended to train experienced professionals reentering the workforce after a hiatus. General Motors has a similar program, Take 2, which was so successful that 86% of people enrolled were offered full-time positions at the company. More companies need to follow these models while continuing to develop ways to retrain and reintegrate this population into the workforce.

A BRAND-NEW WORKPLACE

Our research reveals that the workforce is continuing to become older, more female, and more mobile. This adds enormous complexity to an already complicated workforce. Think about it: five generations could be working side by side and face constant tug-of-wars resulting from different generational preferences, needs, expectations, and work styles. Then add to the mix the increasing challenges companies face while navigating a steadily diversifying mix of races, genders, orientations, cultural backgrounds, life stages, and abilities.

The Role of Diversity

As of 2018, women represented 47% of the labor force—a number that keeps climbing, especially as women continue to earn more secondary degrees than men (57% of bachelor’s, 59% of master’s, and 53% of doctorates). However, when we look at details of pay equity and access to opportunities, women are still lagging far behind. While women are succeeding in attaining management and professional roles (52%), they are neither represented among elite Fortune 500 CEOs (only 5%), nor are they among the top earners for these companies (11%). The trend of the gender seniority gap—a measure indicating that women are getting fewer high-pay jobs in organizations—seems to be shrinking but remains far from parity. What’s worse is that the 2020 pandemic created a “she-cession” that wiped out forty years of women’s advancement in the workforce.

A great deal has been reported about the overall gender pay gap—women earn 80 cents to the men’s dollar and minority women even less. A sure indicator of pay inequity is that, when men enter a traditionally female-held job, the salaries for that role rise. This may have made sense in the “man is the breadwinner” scenario, but today there are almost as many female heads of households (46%) as there are male. Progress must be made to change this unfair dynamic.

The benefit for companies and the economy? Studies have shown that there is significant upside to advancing women’s equality. McKinsey reported that as much as $12 trillion could be added to global GDP by 2025 if male and female roles in the same positions were to have complete parity in all sectors (public, private, and social).

The gender pay gap is compounded by the fact that women continue to assume most of the burden of childrearing and often have taken on the additional role of primary caretaker to elderly loved ones. As the population ages, more people will be needed in caretaking roles, which in all likelihood will continue to fall on women’s shoulders. This means companies will need to consider new policies to provide caretakers with greater flexibility, childcare, and other support.

It all comes down to organizations being held accountable for finding new ways to increase transparency about the composition, diversity, compensation, and benefits of their employees. Such transparency will force companies to take actions that will move the needle and close gender gaps once and for all.

We also have an enormous amount of work to do regarding how minorities are treated in the workplace. According to Yahoo! Finance, as of February 2021 there were only four Black CEOs among the Fortune 500. Black men earn 87 cents to a white man’s dollar; for Hispanic men it’s only marginally better, at 91 cents. (Note also that Asian men earn 15 cents more than white men, which creates a substantial gap between them and Black and Hispanic men.) Meanwhile, Black women suffer even greater pay disparity than any of the male groups, comprising 10% of low-wage earners but only 2.7% of high-wage earners.

Study after study reveals that companies with diverse management teams earn greater revenue than those that don’t, including one by the Boston Consulting Group, which found their revenue to be 19% higher. Until this issue is resolved, companies will never realize the full extent of all this untapped potential.

On the Move

Today’s workers are more mobile than ever. Our digital era has brought a revolutionary new meaning to the word mobility in the sense that employees can work from home (WFH) in another town, city, state, region, or even entirely different country. In the United States, for example, people have been shifting away from rural and former industrial areas in favor of a higher quality of life and more lucrative job opportunities in less-dense suburban areas. Since the 2020 onset of COVID-19, people who are able to work remotely have been venturing out of urban areas to places they perceive as safer and more spacious. Most employees relish the arrangement because they save money on gasoline or other transportation costs and have attained greater freedom and flexibility in how they spend their time.

Although time zones need to be factored in, we now have the ability to engage anywhere in real time through email, texting, videoconferencing, chats, collaboration and messaging tools, social media, and other developing methods of communication. Real time has also come to refer to an action initiated in one part of the company and received immediately by another. For example, when a database engineer updates a system from his office in New Delhi, India, a data analyst twelve and a half hours away in Newark, New Jersey, simultaneously sees these changes and commences work.

Companies have therefore had to make difficult decisions on which job functions can be done from an employee’s home. With broadband wireless and fixed connections, and near-unlimited cloud storage, many knowledge-worker positions have easily shifted offsite. Companies are realizing that if productivity, communication, and quality all remain the same or improve for these satellite employees, they can reduce costs by no longer needing to provide them workspaces. The challenge will be to create even more robust bandwidth and communications infrastructure while tightening online security.

Facebook took a harsher line about this than most companies. While they allowed people to move from San Francisco to work remotely in Austin, they cut their
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