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Abstract

A challenge facing countries with an ageing population is how to retain a larger proportion
of older workers in the work force while at the same time maintaining productivity growth —
the latter being a necessary condition for economic sustainability of globalised economies.
Apart from conventional prejudice about the ability of older workers, a low employment rate
of older workers is the result of a number of socio-economic and institutional factors, some
bearing on incentives, others on skill requirements. Health issues also feature in excluding
older workers from the workforce prematurely. Appropriate government, management and
other institutional initiatives are called for to sustain productive employment in an ageing
society.

The paper deals with the relevant issues in the context of stafistical data featuring labour
market participation, employment characteristics, employer practices, education and
fraining and health maftters, all mainly focussed on older workers. These issues are analysed in
a comparative study of Austria and Australia. Both countries face global competition as well
as an ageing population. However, their institutional settings differ. Further, while in Austria the
ethos of social partnership is well entrenched, in Australiac managerial prerogatives have
strengthened in the contfext of greatly weakened unionism. The paper identifies similarities
and differences in the experiences of the two countries. These raise questions about
appropriate initiatives to deal with the specific problems of an ageing workforce in the two
countries.

* This paper has been written in the Melbourne Institute of Applied Economic and Social Research, University of
Melbourne; | gratefully acknowledge the support | received as a visiting fellow on the occasion of my study leave from
WIFO. We gratefully acknowledge helpful comments by Catherine Maguire and Christopher Prinz.



Introduction

For many countries, the ageing of their population brought about by the concurrence of
reduced fertility and mortality rates, foretell the potential reduction of the workforce, decline
in GDP per capita, growing dependency of the old on those in the workforce, increasing
generational tensions, and government budgetary problems to meet health and welfare
bills. Our paper limits our examination of particular issues arising from an ageing population to
Austria and Australia, although references to other countries will also be made occasionally.
By older or mature workers, we generally imply those in the 45-64 age-group in the case of
Australia as this complies with the definition used by the Australian Bureau of Statistics; in the
case of Austria and, depending on data availability, also Australia, most statistical sources
take the 50-64 age-group as covering older workers, the practice of the OECD in its series on
Ageing and Employment Policies!. We use the terms ‘older workers' and ‘mature workers'
interchangeably.

For Australia, it is projected that in 40 years fime, 25 percent of the population will be 65 and
over, compared to 12.8 percent in 2003 (Productivity Commission, 2005: xii). For Austria, the
share in 40-year's fime will be even higher with 30 percent of the population, compared to
16 percent in 2003. The policy challenge of coping with an ageing society is thus greater in
Austria, not only because of a faster ageing process but also because ageing is combined
with a long-term stagnation of the population size at around 8 million. In contrast, Australia
will confinue to see population growth in the next four to five decades. The Australian
population is projected to grow from currently 20.1 million to some 26 million by 20502,

A broad indicator of the rising economic burden older people place on the working
population is the demographic old-age dependency ratio (population aged 65 and over to
the population aged 20 to é4). Currently, this ratfio is around 25 percent in Austria and
20 percent in Australia, compared to 22 percent in the OECD average; in the case of
Australia, the rise in the ratio is expected to be somewhat greater than in the OECD average,
namely, to 50 percent in 2050 compared to 47 percent in the OECD average; Austria is
expected to have an equally steep rise as Australia, but starting at a higher level, reaching
55 percent by 2050 (+30 percentage points).

However, the demographic dependency ratio does not provide a readlistic picture of the
economic dependency rate. The true economic rate of dependence needs to take into
account to what extent people are available for gainful employment, and to what extent

1 The OECD is publishing some 20 OECD country reports as part of a thematic older worker review developed by
Raymond Torres. The publications on Austria and Australia are forthcoming in 2005.

2 The Australian population projections of the ABS (2003, cat. no. 3222.0 for 2002-2101) differ according to the
assumptions about future trends in fertility, mortality and net migration. For 2050, the three main variants provide a span
of population size between 23 million and 31 million.
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the employment rate changes by age and gender over time. Apart from those actually
engaged in paid employment, a large proportion of the populatfion of working age includes
those who are unemployed, in training schemes, in households performing unpaid work, il
and/or disabled, or in early retirement. Moreover, fraining schemes expand, both in response
to demand but also as a means of mopping up unemployment.

Currently, the employment rate of the 15-64 year olds stands at 68 percent in Austria, similar
to Australia. There are, however, significant differences in the participation and employment
rates by age and gender between the two countries. Austria is amongst the OECD countries
with the lowest employment rates of older workers. With a current employment rate of the 55-
64 year olds of some 29 percent, it will not be possible for Austria to reach the EU-policy target
of 50 percent by 2010, a level readlised by Australia today. On the other hand, the
employment rate of prime age men and women is higher in Austria than in Australia.

Predictions about the social and economic consequences of demographic statistics need to
be qualified by the prospects of increasing the employment rates of workers in general, in
addition to those of older workers. The effects of ageing are not just a mechanical
demographic process, a biological phenomenon, but also a socio-economic phenomenon.
Depending on the socio-economic ramifications, which are amenable to change by
institutional and policy reform, labour force participation by age and gender will change, as
well as the structure of labour demand by industry, occupation, skill and working hours.

Thus, the extent to which the demographic burden will franslate info an economic burden will
depend on the future development of the labour force participation of the population of
working age, the unemployment rate, wage and productivity developments as well as the
welfare system. Rising public pension outlays will only be one element of cost increases of
ageing, another will be rising costs of health and care. Currently, public pension outlays in
Austria are among the highest in the OECD, with 14.5 percent of GDP, while Australia is at the
lower end of the spectrum with some 3 percent of GDP. In confrast, public expenditure on
health care is equally high in Austria and Australia amounting to some 6 percent of GDP.
(OECD, 2003A).

The reduction in fertility and the consequential reduction in the size of families and juvenile
dependency, means that standards of living need not fall (Guest and McDonald, 2002).
Further, apart from being slow, market forces may be expected to respond to the labour
shortfage by raising wages and providing other incentives to later retrement from the
workforce.

However, against these positive prospects, a number of counter-qualifications should be
noted. The degree of responsiveness of older workers and the extent of the financial
inducements are difficult to predict. It may well be that a wage inflationary process may be
generated, cutting short employment growth. Going by past experience, future generations
may not be safisfied with a stable living standard and expect it to be rising progressively.
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Further, improvements in life expectancy will prolong the period of dependency of older
persons and add to their dependency on those at work.

Thus, the prospect of a slow-down in labour supply growth and a rising proportion of the
population out of the labour force, mainly older persons, may call for the implementation of
macro-economic policy designed to raise economic growth by raising productivity, in order
to ensure a continued rise in living standards. In addition, micro-economic reforms have to be
put in place, to ensure the retention and re-employment of older workers. Ageing of the work
force implies that workforce planning, recruitment, training, remuneration, performance
measurement, equal opportunities, to name some aspects of human resource management,
will need to become more cognisant of the problems of settling the different age groups into
jobs.

Moreover, although the problems ahead should not be exaggerated, there is a case for
considering institutional intervention in advance of the probable outcomes of an ageing
population. Such intervention would deal with certain critical elements — for our purposes,
education and training, health, employer practices — that could offset the negative social
and economic consequences of ageing. In order to identify the particular issues calling for
freatment, especially health and education which are the focus of this paper, it is necessary
first o look briefly at the present demographic and workforce picture.

Although improvement in productivity growth would also be an important factor in relieving
the economic burden of ageing, our paper deals mainly with those measures which are
conducive to raising the participation and employment rates of older workers. However,
some of these measures may indirectly result in improved productivity growth.

The statistical picture

Labour force participation

It will be evident from Figure 1 that Austria has a polarised activity rate by age, while Australia
has a more infermediate position in international comparison. In both countries, however,
labour force participation drops off sharply for the over 50 age group, in Austria more so than
in Australia. In Austria, the decline in labour force participation with age is one of the largest
in the OECD. In consequence, the potential as well as the challenge for policy to raise the
activity rate of older workers is larger in Austria than in Australia.

For Austria, the male 25-49 group participation rate is 95 percent compared to 90 percent in
Australia, while the female rate for Austria is 81 percent compared to 71 percent in Australia.
The gap between the prime age and the mature age groups differ markedly in these two
counftries. In Austria, for men, it amounts to a drop to 60 percent of the former level
compared to 80 percent in Australia. For women, the fall is to 46 percent in the case of
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Austria and 70 percent in Australia. The larger margin of fall is greater for Austria in the case of
the 65-74 group. These figures suggest a greater opportunity for Austria to draw on ifs older
persons, particularly women, to increase labour force participation.

This is confirmed by Table 1, which shows, on OECD calculations, the potential for the
unemployed and inactive population in the two countries to be drawn into the workforce.
The potential exists for all age groups but for the 50-64 group, it is 69 percent for Austria and
43 percent for Australia. In both countries, excess inactivity is the main factor behind this
potential.

Table 1: Mobilisable labour resources in OECD countries, 2001¢

Mobilisable labour by age group as
Mobilisable Form of non-employment .a. percentage of total
mobilisable labour ressources
labour resources Excoss Excoss
. - 15-24 25-49 50-64
inactivity unemployment

Iceland 0,0 0,0 0,0 0,0 0,0 0,0
Norway 2,8 2,8 0,0 0,3 64,5 35,2
Sweden 2,9 2,9 0,0 8,6 53,0 38,4
Switzerland 3,0 3,0 0,0 17,2 55,5 27,2
Denmark 4,4 4,4 0,0 0,9 34,9 64,2
United States 6,6 6,6 0,0 10,1 55,7 34,2
Portugal 6,9 6,9 0,0 7,8 31,0 61,2
Japan 7,0 7,0 0,0 4,2 65,2 30,5
Canada 7,5 6,8 0,7 7,4 42,5 50,1
Finland 7,6 5,8 1,8 10,8 32,5 56,7
United Kingdom 8,1 8,1 0,0 10,1 43,0 46,9
Czech Republic 8,9 7,3 1,7 14,5 24,0 61,5
Netherlands 9,8 9,8 0,0 2,4 32,3 65,4
France 9,9 7,8 2,1 4,4 35,4 60,2
Australia 10,4 10,3 0,2 5,7 50,8 43,4
Ireland 10,6 10,6 0,0 3,0 50,3 46,8
Germany 11,7 10,0 1,7 7,9 27,0 65,1
Austria ° 12,1 12,1 0,0 8,3 22,7 69,0
Belgium 14,3 14,3 0,1 5,1 29,1 65,8
Luxembourg 14,4 14,4 0,0 0,7 37,3 62,0
Spain 16,6 14,0 2,6 57 53,0 41,3
Hungary 17,7 17,7 0,0 9,5 35,7 54,8
Greece 17,8 15,2 2,6 8,2 41,2 50,6
Poland 18,1 10,8 7,3 12,2 43,3 44,5
Slovak Republic 19,2 9,7 9,5 30,4 31,7 37,9
Mexico 19,8 19,8 0,0 271 56,5 16,4
Italy 21,0 19,0 21 9,0 42,7 48,4
Turkey 35,1 32,7 2,4 29,5 51,9 18,6
OECD ° 11,6 10,3 1,2 9,3 40,8 46,3
OECD “ 12,3 11,3 1,0 15,1 58,8 26,8

Source: Secretariat calculations based on OECD Labour Force Stafistics and OECD database on labour market status
by educational participation. — ) Mobilisable labour resources is the sum of excess inactivity and excess
unemployment, both relative to international benchmarks. Excess inactivity is defined as any excess in the country's
inactivity rate as compared with the inactivity rate of the thi ..... — b) Data for Austria refer to 2000. - ¢) Unweighted
average for the 28 countries shown above. —9) Population-weighted average for the 28 countries shown above.

The retirement intentions of persons in the workforce is interesting. The recent Australion HILDA
Survey shows that 77 percent respondents over 45 expect to be retired by the age of 65 ;
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while 81 percent would like to retire earlier than 65 if they could afford to do so (quoted in
Goward, 2005).

The importance of the inactivity factor is also shown in Table 2 for Australia. Both inactive men
and women in all age groups have expressed a desire to work — for the 25-49 group
32 percent, for the 50-54 group nearly 18 percent, for the 55-59 group almost 10 percent, and
for the 60-64 group also nearly 10 percent. The maijor single reason for inactivity of men of any
age group is the poor state of health (illness or disability); in the case of women of main
working age it is childcare, for older women it is a poor health status, followed by
discouragement. There are also interesting figures here related to perceived employer
discrimination to which reference will be made later.

A somewhat different picture can be painted for Austria (Table 3). In 2001, the proportion of
25-49 year old women out of labour force because of family responsibilities is similar to the
OECD average, while being significantly lower than in Australia. lliness or disability which
leads to labour market inactivity, on the other hand, is less important for Austria for all age
groups than the OECD average.

Table 2: Share of inactive people who want to work but not actively looking for work by age
and gender in Australia, 2003
Percentages of inactive persons

25-49 50-54 55-59 60-64

Men  Woman Total Men  Woman  Total Men  Woman Total Men  Woman Total
Own illness/disability 29,9 6,8 11,6 28,0 20,2 22,7 29,9 15,0 21,1 30.4 23,5 27.3
Considered too old/
young by employers 1.0 0.8 0.8 59 7.2 6,7 11.8 21,3 17.4 23,3 39.8 30,7
Discouraged 6,5 6,8 6,7 6.3 19,2 15,0 6,4 11,0 9.1 57 52 55
Childcare 11.0 44,4 37.4 2.7 1,9 2,2 038 0.4 0.9 0,5
Other reasons 51,7 41,3 43,4 57.1 51,5 53,4 51,9 51,9 51,9 39.7 31.6 36,0
Total 100,0 100.0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Share of inactive who
want to work 27 .4 33,4 32,0 18,5 171 17.6 11,5 8.9 9.9 10,6 6,0 6,7

Source: Australian Bureau of Statistics, persons not in the Labour Force Survey.

The data implies that in the case of Austria, a re-examination of early exit routes from the
labour market has to be at the forefront of policies aimed at raising the activity rate of older
persons. To raise the activity rate of prime age persons, policies directed towards facilitating
the combination of family work and paid work have to be in the list of objectives in raising the
employment rate especially of women. While the potential rise in the employment rate of
prime age women is smaller in Austria, nonetheless there is also room for improvement in this
age group.
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Table 3: Labour market status by gender and age, Austria and OECD, 2001

25-49 50-64 50-54 55-59 60-64

Men  Women Total Men  Women Total Men Women Total Men Women Total Men Women Total
Austria
Actives 94,5 78,9 86,7 57,4 34,3 45,8 87,2 65,0 76,1 62,1 27,9 45,0 16,7 8,2 12,5
Employed 91,3 76,0 83,7 54,7 32,5 43,6 84,0 61,7 72,9 58,5 26,2 42,4 15,7 8,1 11,9
Unemployed 3,2 2,9 3,1 2,7 1,8 2,3 3,2 3,3 33 3,6 1,7 2,7 1,0 0,1 0,6
Inactives 55 21,1 13,3 42,6 65,7 54,2 12,8 35,0 23,9 37,9 72,1 55,0 83,3 91,8 87,6
Discouraged 0,1 0,4 0,3 0,1 1,1 0,6 0,1 1,5 0,8 0,2 1,4 0,8 0,2 0,4 0,3
Retired . . .| 389 42,8 40,9 7,9 8,7 8,3 33,6 471 40,4 81,6 76,2 78,9
lliness or disability 1,0 1,0 1,0 2,2 1,9 2,1 2,9 2,3 2,6 2,4 1,7 2,1 1,0 1,6 1,3
Family responsibili 0,1 16,0 8,1 0,4 18,5 9,5 0,3 20,9 10,6 0,6 21,0 10,8 0,2 13,2 6,7
Other 43 3,7 4,0 1,0 1,4 1,2 1,6 1,6 1,6 1,1 0,9 1,0 0,3 0,4 0,3
Total 100,0 100,0 100,0 | 100,0 100,0 1000 | 100,0 100,0 100,0 | 100,0 100,0 100,0 | 100,0 100,0 100,0
OECD?
Actives 92,7 76,9 84,8 68,1 47,3 57,7 87,3 68,5 77,8 72,7 48,7 60,4 42,8 28,5 354
Employed 87,8 71,4 79,6 64,9 45,1 55,0 84,1 65,5 74,7 69,7 47,1 58,1 41,7 28,0 34,6
Unemployed 4,9 55 52 3,2 2,2 2,7 3,2 3,0 3,1 3,0 1,6 2,2 1,0 0,5 0,8
Inactives 7,3 23,1 15,2 31,9 52,7 42,3 12,7 31,5 22,2 27,3 51,3 39,6 57,2 71,5 64,6
Discouraged 0,3 0,5 0,4 0,7 1,0 0,9 0,6 1,1 0,8 1,0 1,3 1,2 0,8 0,6 0,7
Retired . . .| 186 22,1 20,3 3,5 3,6 3,6 13,8 18,1 16,2 44,2 40,1 42,2
lliness or disability 2,8 2,9 2,9 9,0 9,0 9,0 6,3 72 6,8 9,5 8,7 9,1 10,0 8,7 9,3
Family responsibili 0,3 14,6 7,4 0,4 17,9 9,2 0,3 15,9 8,1 0,3 18,8 9,7 0,3 17,9 9,4
Other 3,9 5,1 4,5 3,2 2,7 3,0 2,1 3,7 2,9 2,6 4.4 3,5 1,9 4,1 3,1
Total 100,0 100,0 1000 100,0 100,0 1000 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Source: Labour Force Survey. — @) The OECD average excludes data from Australia, Canada, Japan, Korea, Mexico,
New Zealand and Turkey.

The importance of skills

One of the major reasons for the low activity rate of older workers is their below average skill
level. Labour force participation is positively related fo skill level regardless of age and
gender. The impact of education of labour force participation may become even more
important in the future, as job prospects are increasingly dependent on the educational
aftainment and skills due to skill-biased technological change. Table 4 shows the composition
of participation rates in terms of levels of education — low (less than upper secondary),
medium (upper secondary) and high (tertiary). The decline in participation with educational
attainment is evident for both men and women at any age group in both countries, although
markedly more so in Austria. The decline in labour force participation with declining
educational attainment is particularly high for older workers, amounting to 33 percentage
points (high versus low) in Austria and 27.5 percentage points in Australia. For older women
the drop off is more pronounced than for men. This is reflected in the higher drop-out from
the workforce of mature workers in Austria, particularly older women, shown in Figure 1.
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Figure 1: Participation rates by age and gender in OECD countries, 2003¢
Percentages
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Source: European Labour Force Survey and national labour force surveys. EULFS for Austria, Netherlands
and Switzerland. — @) 2002 data for Iceland and Luxembourg.
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Table 4: Labour force participation rates by age, gender and education, 2002
Percentages

Men Women Total
25-49 50-64 25-49 50-64 25-49 50-64
AUS L 87,5 64,9 62,8 42,4 73,4 51,3
M 93,8 78,1 69,6 59,0 84,3 72,2
H 95,3 85,6 83,1 71,2 88,7 78,8
AUT L 88,4 49,2 68,8 30,4 76,2 37,2
M 94,9 58,9 82,4 40,0 89,0 49,9
H 97,0 74,0 90,1 61,7 93,9 70,1
DNK L 84,6 60,7 64,6 45,5 74,6 52,0
M 93,5 75,9 87,4 67,2 90,7 72,0
H 96,3 86,5 92,0 78,8 93,8 82,9
FIN L 84,2 56,8 76,6 54,4 81,0 55,6
M 90,0 67,8 83,9 66,7 87,2 67,2
H 96,5 78,1 90,7 78,9 93,2 78,5
GBR L 74,0 57,4 51,6 49,6 61,4 53,5
M 93,3 76,0 77,5 72,6 85,7 74,7
H 96,9 79,6 89,0 80,8 93,0 80,1
JPN? L 93,5 83,7 65,0 52,5 81,5 67,3
M 97,8 91,0 66,5 57,2 81,5 72,6
H 98,9 92,7 68,7 59,3 84,2 79,2
NLD L 88,0 60,5 60,5 32,0 74,1 43,5
M 95,5 711 81,2 51,9 88,4 62,8
H 97,9 81,4 89,5 65,9 94,0 75,6
NZL L 84,2 72,6 61,8 50,6 72,8 60,2
M 94,0 87,3 76,6 68,6 85,5 79,6
H 934 85,9 81,3 73,5 86,6 79,2
SWE L 84,1 73,2 72,2 60,3 79,1 67,3
M 91,6 80,0 86,7 76,8 89,2 78,4
H 91,5 88,1 88,6 87,0 89,9 87,5
USA L 82,7 59,3 57,1 38,8 71,0 48,6
M 89,9 73,8 76,5 62,5 83,2 67,6
H 94,4 84,3 82,5 74,6 88,2 79,7

Source: Education at a Glance; @ = data for Japan from national sources, 2001.

Unemployment

Unemployment rates show the potential for higher output and an offset to the negative
aspects of ageing. Figure 2 shows the incidence of unemployment among the prime and
mature age groups in both genders. For men in the prime age group, the rates for the two
countries are about the same - 4.5 percent compared to 4.2 percent. For women, the
Australian rate is 4.9 percent compared to 3.6 percent for Austria. Of these, long-term
unemployment was higher for Australian men (30 percent compared to 20 percent in
Austria), but lower for Australian women relative to Austrian women (19 percent versus
26 percent).

However, the position between the two countries is reversed for the mature group as far as
the unemployment rate is concerned. For men, Austria had just over 6 percent
unemployment, Australia about 4 percent. In both countries, nearly half of these were long-
ferm unemployed. For women, Austria's unemployment was 4.3 percent compared fo
Australia's 3.6 percent. As with mature aged women, long-term unemployment made up a
larger share of unemployed women in Austria than in Australia.
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Thus, older workers face a harsher employment environment in Austria than in Australia as
documented by higher unemployment rates. Parficularly older women face barriers of re-
entry info employment, which shows up in a higher share of long-term unemployed
(38 percent compared to 31 percent in Australia). Skill levels and employer discrimination
have a bearing on this issue.

Table 5: Unemployment rates by age, gender and education, 2002

Percentages
Men Women Total
25-49 50-64 25-49 50-64 25-49 50-64
AUS L 9,2 7,2 7,3 3,9 8,3 55
M 3,9 4.4 5.1 4.0 4,3 4.3
H 3,3 3,2 3,6 1,9 3,5 2,7
AUT L 8,0 9,1 5,8 54 6,8 7,2
M 3,0 5,4 3,1 5,0 3,0 5,2
H 1,8 1,6 2,0 1,7 1,9 1,6
DNK L 4.9 4,0 8,9 6,7 6,6 54
M 2,9 4.3 3,5 3,2 3,2 3,8
H 3,9 3.1 4.1 1,5 4,0 2,4
FIN L 12,8 10,3 14,7 11,7 13,5 11,0
M 8,8 8,6 8,6 9,4 8,7 9,0
H 3,4 6,8 5,0 3.1 4,3 5,0
GBR L 13,4 6,3 8,2 3,9 10,9 5,2
M 4,2 4,0 4,3 3,0 4,2 3,6
H 2,7 2,9 2,1 1,7 2,4 2,4
JPN? L 7,9 6,3 5,9 3,6 7,2 5,2
M 4,6 52 53 3,6 4,9 4,6
H 2,5 3,9 4,0 1,5 3.1 3,2
NLD L 3,5 2,6 5,2 3,4 4,2 2,9
M 1,7 1,6 2,8 2,9 2,2 2,0
H 2,1 1,6 2,1 34 2,1 2,2
NZL L 6,8 4,3 6,6 3,1 6,7 3,7
M 2,8 2,8 4.1 3,7 34 3,1
H 3,5 3.1 3,5 2,8 3,5 3,0
SWE L 6,1 4.7 7,7 5,2 6,7 4.9
M 4.8 5,9 4,2 3,6 4.5 4.8
H 3,8 2,9 3,0 1,4 3,4 2,2
USA L 10,5 8,1 12,1 6,8 11,1 7,6
M 6,5 52 57 3,7 6,1 4,5
H 3,3 3,2 2,8 2,5 3,1 2,9

Source: Education at a Glance; @ = data for Japan from national sources, 2001.

Unemployment and the level of skills

Unemployment rates are strongly linked to education levels. For prime age workers, the
difference in the unemployment rates between those with high and low educational
qualifications is similar in both countries, amounting to close to 5 percentage points.
However, low-skilled older workers have a significantly higher unemployment rate than high
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skilled workers in Austria, i.e., plus 5.6 percentage points compared to 3 percentage points in
Australia. Indeed, this indicates that education and fraining as well as better employment
activation measures towards older low-educated workers are more in need in Austria than
Australia (Table 5).

Table 6: Share of low-skilled population in OECD countries, 2002

25-49 50-64 |
Total Men |Women Total | Men  Women
Australia 34,2 29,5 38,8 50,4 39,8 61,0
Austria 17,8 13,4 22,4 31,4 23,1 39,4
Belguim 31,7 33,2 30,1 55,2 51,8 58,5
Canada 13,6 15,0 12,2 26,3 25,3 27,3
Czech Rep. 8,8 6,4 11,3 18,2 9,9 25,8
Denmark 17,7 17,8 17,6 24,2 19,9 28,9
Finland 15,6 17,9 13,3 42,1 42,4 41,8
France 28,9 27,9 29,7 48,2 43,1 53,2
Germany 14,3 12,1 16,6 20,0 13,0 26,9
Greece 35,9 35,6 36,1 67,6 62,8 72,1
Hungary 21,1 18,2 23,9 43,1 35,7 49,5
Iceland 32,2 25,9 38,6 39,5 28,4 50,8
Ireland 30,4 32,9 27,9 58,8 59,5 58,0
Italy 45,3 46,6 44,0 70,8 65,9 75,5
Korea 17,9 13,5 22,4 64,2 49,5 78,5
Mexico 81,9 81,9 81,8 89,2 86,8 91,9
Netherlands 28,4 27,7 29,1 443 35,3 53,5
New Zealand 19,0 19,2 18,7 32,1 28,0 36,1
Norway 8,6 9,0 8,3 23,7 22,2 25,2
Poland 11,9 12,3 11,5 32,7 28,1 37,0
Portugal 74,5 77,3 71,7 90,4 89,5 91,3
Slovak Rep. 9,3 7,6 11,0 26,0 16,0 34,7
Spain 49,8 51,1 48,6 78,9 73,9 83,7
Sweden 12,2 13,9 10,6 28,9 31,1 26,7
Switzerland 12,9 11,4 14,4 20,6 15,7 25,4
Turkey 72,7 68,0 78,3 83,7 80,8 88,2
United Kingdom 12,5 10,8 14,3 25,4 21,9 30,2
United States 12,0 13,2 10,8 14,2 14,1 14,3
OECD 29,6 28,9 30,3 41,4 38,3 445

Source: OECD Education at a Glance — OECD indicators.

Regardless of age and gender, the unemployment rate declines with skill for both countries
and indeed for the OECD countries generally. The reverse applies to the rate of employment.
It is noteworthy that the proportion of Australia's low-skilled persons in the population for both
men and women, is significantly higher than in Austria — total of 34 percent compared fo
18 percent (Table 6). It is among the highest levels in the developed countries — the figures for
UK and USA being around 12 percent. The employment rates of unskilled mature workers are,
however, comparatively high in Australia, parficularly relative to Austria (49 percent
compared to 35 percent in Austria). Nonetheless, raising the educational attainment level of
mature workers should reap higher returns in ferms of participation and employment rates in
Austria than Australia.
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Figure 2: Unemployment fates and long-term unemployment shares by age in selected

OECD countries, 2003

Percentages
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All that said, however, it has to be borne in mind that in the absence of an institutionalised
learning society the actual competencies and skill levels of the work force, particularly older
workers, is understated by statistics based on formal education. Proper assessment of skills
obtained on the job and further education/training and their integration in the national/
international system of educational norms (individual learning accounts) will ensure a better
measure of the actual skills of the population.

Employment structure of mature workers

The job prospects of older workers depend not only on their skills and competencies but also
on the development prospects of the industries and occupations they currently work in. In
addition, labour demand differs depending on the employment conditions and the degree
of flexibility of the work contract or type of employment. As institutional factors, regulations
and incentives differ between Austria and Australia, a different mix of employment forms is
the result, whereby Australia tends to have a larger share of flexible employment forms than
Austria both for prime age workers and older workers. In general, compared to prime age
workers, older workers are more often working in casual employment, on their own account,
and in part-fime employment.

Part-time and casual workers

Part-time work is an important feature of employment flexibility, particularly of older women;
Australia has one of the highest proportions of part-time work in the OECD (Table 7).
However, the actual working hours do not correspond to the preferred hours, as an ABS
Survey for Australia indicates (6105.0, cat. no. 2005). Accordingly, of those working 1 o7 hours
per week, 34 percent of the 45-54 and 22 percent of the 55+ age groups respectively would
prefer more hours of work; while of those who worked 8 to 34 hours a week, 23 percent and
13 percent of these age groups expressed a preference for more hours. Austria has a
significantly lower share of part-time workers than Australia for both men and women,
especially the lafter. On the face of it, there is considerable potential for increased part-time
participation in Austria.

Another indication of a more flexible labour market in Australia compared to Austria is the
significantly higher proportion of casual employees in total employment, a large proportion
of them part-time workers3. While 15.7 percent of male employment in Australia is casual, and
26.3 percent in the case of females, the proportions are 5 percent and 12 percent
respectively in Austria. However — in Austria contrary to Australia — older persons make up a
larger proportion of total casual employees. In 2003, around 6 percent of men over 50 and
16 percent of older female workers were casuals. While the age pattern differs between

3 Casual workers are defined as those employees, who do not receive paid sick or holiday leave; in the case of Austria,
"geringfigig Beschéftigte" and "freie Dienstnehmer".
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Austria and Australia, the proportion of workers over 50 in casual employment is still higher in
Australia than in Austria (men 10 percent, women 20 percent). This is an indication that there
is considerable scope for older workers, particularly low-skilled ones, to take up employment
as casuals in Austria, in particular in low skilled jobs and in industries with large fluctuations in
demand over the year (Table 8).

Table 7: Part-time work by age and gender, 2003¢
Percentage of total employment

Both Men Women

25-49 50-64 25-49 50-64 25-49 50-64
Netherlands 26,6 31,6 4,5 11,7 53,7 63,7
Australia 23,5 27,5 7,7 12,8 42,8 47,9
Germany 21,6 23,5 4.4 6,3 42,4 46,6
Iceland 21,4 18,8 6,1 4.4 38,8 34,3
Norway 21,2 25,0 7,0 8,5 37,2 43,7
Japan 21,1 27,3 8,5 14,8 39,8 45,8
United Kingdom 20,6 28,6 4,0 11,6 41,2 49,8
Belgium 19,9 23,4 4.1 10,1 39,5 45,7
Austria 19,6 17,6 3,5 4,0 39,7 38,6
New Zealand 19,1 21,9 5,9 9,9 34,4 36,8
Sweden 18,3 21,5 7,0 10,5 30,6 33,1
Turkey 16,6 31,0 11,8 25,8 31,3 43,1
France 15,3 16,4 3,7 54 29,1 29,8
Denmark 15,3 16,8 5,8 6,5 26,4 28,9
Ireland 13,7 20,3 2,9 6,6 27,8 447
Luxembourg 12,6 9,9 1,5 1,0 28,4 27,5
Canada 12,4 16,0 4,8 7,8 21,1 26,2
Mexico 11,5 14,4 4,2 6,6 244 33,0
Italy 8,8 6,8 2,7 3,2 18,3 13,8
United States 7.9 9,4 2,8 47 13,5 141
Finland 7.8 14,4 3,8 11,1 12,2 17,8
Spain 7,5 6,6 2,0 1,5 15,7 17,7
Poland 6,6 14,3 4,3 11,6 9,3 17,7
Portugal 6,3 16,0 2,2 8,2 10,9 25,9
Korea 54 9,6 3,1 7,9 9,1 12,0
Czech Rep. 3,7 6,6 0,9 3,7 7,3 10,6
Greece 3,5 3,8 1,4 1,8 6,6 7,8
Hungary 2,8 53 1,3 3,8 4.4 6,9
Slovak Rep. 1,8 4,3 0,7 2,3 3,0 7.1

Source: OECD database on part-time work. — @) 2002 data for Austria, France, Iceland,
Korea, Luxembourg, Mexico and USA.

As to self-employment, 39 percent of over 50-year old employed men in Australia are self-
employed, the figure for all age groups is only 24.5 percent; Australian employed women
have a similar pattern, albeit at a lower level (24 percent compared to 14 percent) (Table 8).
The respective shares in Austria are significantly lower (men: 29 percent versus 12 percent; for
women: 18 percent versus an average of 9 percent), implying that the promotion of self-
employment might open up employment opportunities for older workers in Austria.

Crucial for an increased uptake of casual and part-time work, as well as self-employment, at
a mature age is that it pays, i.e., that marginal tax rates are low enough to allow exiting the
poverty frap and that retirement income may be higher thereby in the longer term. This is a
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particular challenge for Austria, as there are no financial incentives to remain in the formal
labour market beyond a certain age. More on this later in the secfion on refirement
regulations. The downside of a low wage casual labour market is discussed below in the
policy section.

Table 8: Employment status of older workers by gender in Austria and Australia, 2003
Percentages of total employment

Non-casual employees Casual employees Self-employed
Men Women Men Women Men Women
Australia
Total 59.8 59.6 15.7 26.3 24.5 14.1
50+ 51.3 56.5 9.7 19.5 39 24.1
Austria
Total 83.4 79.1 4.7 1.7 11.9 9.2
50+ 65.2 66.1 6.1 15.7 28.7 18.2

Source: ABS, LFS; WIFO. Casual employees are defined as those without leave entitlements.

Hours of work

In Austria, flexibility of hours of work appears to be the employers' preferred instrument of
adjustment to demand fluctuations. On the basis of an indirect measure of the incidence of
overtime work (which is known to underestimate the tfrue incidence of overtime work),
9 percent of all male workers in Austria are found to work more than their normal hours
(Table 9). This is the second highest proportion among the 18 European countries for which
comparable data are available for 2003. In Austria, overtime work is particularly high among
older workers, especially for men. The large amount of overtime work indicates that
fransaction costs associated with recruitment and training are high, and that they constitute
a barrier to labour market entry. Strong corporatism and an effectively structured system of
industrial relations favour both functional and working-hours flexibility.

The statutory normal weekly working time in Austria is 40 hours, but some industries have
reduced the normal working hours to 38.5 in collective agreements. Currently, 82 percent of
men and 60 percent of women have a 38-40 hour normal work week. A fairly high proportion
of women work less than 38 hours (32 percent compared to 4 percent of men), while a fairly
large proportion of men work more than 40 hours (14 percent compared to 8 percent of
women). For both men and women, it is mostly older workers who work long hours (Table 10) -
noting that the number of workers aged 65 and over is very small. Among men, the
proportion working less than 38 hours is small and fairly equally distributed by age. More
generally, university graduates have above-average working hours (27 percent of male and
11 percent of female graduates), while unskilled labourers have short weekly working hours
(17 percent of unskiled men and 47 percent of unskilled women) (Statistics Austria Labour
Force Survey, 2002).
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Table 9: Incidence of overtime work in European OECD countries by age, 2003¢
Proportion of male full-time workers working overtime hours

20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 Total
Sweden 8,3 11,4 11,5 11,4 10,5 11,0 9,4 8,6 7,0 10,1
Austria 6,2 8,7 10,6 9,8 10,2 9,6 8,4 9,3 8,2 8,9
Finland 8,5 11,0 11,0 9,1 8,8 7,9 7,2 6,5 7,3 8,8
Netherlands 8,1 12,2 1,7 9,8 9,0 7,3 5,7 4,2 2,5 8,6
Czech Republic 7,0 6,9 9,2 7,0 7,7 6,4 6,0 7,0 3,9 71
Denmark 7,2 8,5 8,2 5,0 5,6 4,6 5,6 57 1,7 59
United Kingdom 3,8 5,1 4,6 5,2 4,9 4,2 3,7 4.1 4,6 4,5
Hungary 3,7 4,3 3,4 3,4 3,5 41 2,9 2,6 1,0 3,6
Italy 2,8 3,3 3,4 3,8 3,9 3,2 3,4 2,9 1,7 3,4
Slovak Republic 51 4,8 3,9 3,2 2,4 1,6 2,5 3,7 0,0 3,4
France 3,3 3,9 3,1 2,6 2,4 1,9 1,6 1,5 0,0 2,6
Ireland 21 2,0 3,2 2,8 3,5 2,2 1,4 2,5 1,8 2,4
Portugal 1,8 1,8 2,3 1,4 0,9 1,2 0,7 0,4 0,5 1,4
Poland 1,1 1,8 1,4 1,4 1,0 1,9 0,4 1,3 1,6 1,4
Belgium 2,0 2,4 2,0 0,7 0,5 0,4 0,6 1,2 0,0 1,2
Norway 0,5 0,3 0,6 0,9 0,5 0,8 0,4 0,4 0,4 0,6
Spain 0,5 0,5 0,5 0,3 0,2 0,2 0,1 0,2 0,0 0,3
Greece 0,2 0,4 0,1 0,5 0,1 0,5 0,1 0,4 0,3 0,3
Unweighted average 4,0 5,0 5,0 4,3 4,2 3,8 3,3 3,5 2,4 4.1
Rank for Austria 6 4 4 2 2 2 2 1 1 2
Relative difference to
56% 75% 110% 126% 142% 149% 152% 167% 248% 115%

unweighted average

Source: European Labour Force Survey. — Note: Indirect estimate of overtime work incidence based on information
on usual hours and actual hours worked, corrected for leave of absence (sick leave, annual leave, holidays, etc.).
Data are sorted by overtime shares for the total workforce (last column).

Table 10: Distribution of normal working hours per week by age and gender in percent,
Austria, 2002

Men Women

<38 38 39 40 40 + < 38 38 39 40 40 +
20-24 3.8 28.1 5.5 58.2 4.4 11.8 29.3 4.3 50.8 3.7
25-29 4.2 26.6 6.5 53.5 9.2 23.2 19.8 44 471 5.5
30-34 3.8 26.3 5.9 51.1 12.9 37.2 17.6 2.6 37.3 5.3
35-39 3.9 25.0 4.9 51.1 15.0 41.9 13.9 2.3 34.0 7.9
40-44 3.7 23.9 5.2 50.5 16.8 37.4 13.1 2.0 39.4 8.0
45-49 3.2 23.2 5.4 51.7 16.6 35.2 134 2.3 39.5 9.5
50-54 3.1 235 5.3 51.5 16.6 30.2 13.2 2.3 40.5 13.8
55-59 4.6 20.9 4.0 49.5 21.0 31.2 12.2 1.6 40.4 14.6
60-64 6.6 13.2 2.4 46.5 314 28.3 4.8 0.8 41.4 24.8
65+ 24.9 6.2 0.5 29.0 39.5 30.9 3.4 2.3 32.2 31.2
Total 3.9 25.1 5.3 51.7 13.9 31.5 16.9 2.8 40.7 8.1

Source: Statistics Austria (Microcensus 2002).

The long working hours and the large amount of overtime work of older workers in Austria
requires explanation in view of the often assumed decline in work capacity with age.
Apparently, older workers need to work hard to justify their high seniority wage, i.e., the high
productivity of older workers implicit in the Austrian wage system, a point to be discussed
later. Those who cannot match this long-hours expectation, risk being pushed out of the
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labour market. The long working hours of older workers in Austria also have to be seen in the
context of the occupational mix of the older workers. A large proportion is in more
responsible administrative and managerial positions, where working long hours is part of the
nature of employment, explaining why a large proportion is unpaid overtime.

In Australia, the average weekly hours of work of older employees are only slightly lower than
that of prime-age employees — 37.5 compared 38.5 hours. However, although 19 percent of
older workers work 50 hours or more per week compared to 17.8 hours for prime-age workers,
a larger proportion of the former work shorter hours (Table 11).

Table 11: Weekly usual hours of work in Australia, 2003
Weekly hours worked (percentage of all employees in each age group)

Average weekly

Total 1-20h 21-34h 35-40h 41-49h 50 h + hours
Total
All ages 100.0 174 11.8 43.2 12 15.6 36.6
25-49 100.0 11.9 11.7 452 134 17.8 38.5
50+ 100.0 15.3 13.3 40.5 11.8 19 37.5
50 - 54 100.0 11.5 13.3 42.2 12.9 20.2 38.8
55 - 59 100.0 14.2 13.3 40.8 11.9 19.8 38.1
60 - 64 100.0 20.6 134 40.3 9.9 15.8 35.2
65+ 100.0 43.3 141 22.9 7 12.7 27.2
Men
All ages 100.0 9.2 5.1 46.8 15.6 23.3 41
25-49 100.0 3.4 3.9 48.8 17.3 26.5 43.6
50+ 100.0 7.5 5.9 443 15.4 27 42.2
50 - 54 100.0 3.3 4.3 46 16.9 29.5 441
55-59 100.0 5.4 5.5 45 16 28 43.3
60 - 64 100.0 125 8.3 45.5 121 21.6 39.5
65+ 100.0 37.2 13.2 24.2 9 16.4 30.1
Women
All ages 100.0 27 19.5 38.9 7.8 6.8 30.9
25-49 100.0 21.8 20.8 41 8.8 7.6 325
50+ 100.0 254 231 35.7 7.2 8.7 31.2
50 - 54 100.0 20.8 23.7 38 8.2 9.4 32.8
55 -59 100.0 25.7 23.4 35.4 6.5 9.1 31.3
60 - 64 100.0 34.8 221 314 6 5.7 27.8
65+ 100.0 56.5 16 201 2.6 4.9 20.9

Source: Australian Bureau of Statistics, Labour Force Survey.

As mature workers are more often part-timers and casual workers in Australia than in Austria,
the employment rate of mature workers unadjusted by working hours is overestimating the
actual employment rate of mature workers in Australia relative to Austria. If one adjusts the
employment rate of older workers by working hours, the differential between Austria and
Australia is reduced by 6 percentage points for men and 10 for women. Thus, the adjusted
employment rate for mature men declines to 62.8 percent in the case of Australia while
remaining at 54.8 percent in the case of Austria. For women the adjusted employment rate
declines to 35.2 percent and is thus only slightly above the rate for mature women in Austria
(31.1 percent) (Table 11a).
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Table 12: Employment rates of the 50-64 age group adjusted for hours worked, 2003

Unadjusted Adjusted
Employment Rate Employment Rate Weekly hours of work
Men Women Men Women
Rate (%) Rank Rate (%) Rank Rate (%) Rank Rate (%) Rank Men Women
Iceland 90,5 1 85,9 1 110,1 1 72,6 1 48,7 33,8
Mexico 84,5 2 33,5 20 81,2 2 25,6 21 38,5 30,5
New Zealand 79,2 3 63,1 4 77,5 3 49,3 6 39,1 31,2
Norway 77,8 4 70,2 3 71,3 6 52,9 4 36,7 30,2
Korea 77,5 5 48,9 11 54,3 21 33,7 14 28,0 27,5
Sweden 76,1 6 72,6 2 75,2 4 64,3 2 39,5 35,4
Denmark 74,6 7 62,9 5 69,9 8 52,7 5 37,5 33,5
United States 72,5 8 61,6 6 74,2 5 58,2 3 40,9 37,8
United Kingdom 71,8 9 56,1 7 67,0 13 38,8 10 37,3 27,7
Ireland 71,4 10 40,8 15 68,6 11 27,4 19 38,4 26,8
Portugal 70,2 11 49,4 10 69,7 9 42,8 8 39,7 34,7
Canada 70,2 12 55,8 8 68,4 12 46,4 7 39,0 33,3
Australia 68,9 13 49,9 9 62,8 14 35,2 12 36,5 28,2
Netherlands 68,3 14 431 14 62,6 15 24,9 22 36,7 23,1
Spain 68,3 15 29,8 23 70,7 7 27,1 20 41,4 36,4
Greece 68,1 16 32,8 21 68,9 10 30,7 18 40,5 37,5
Germany 59,2 17 44,2 13 57,1 17 32,6 15 38,6 29,6
France 58,5 18 47,2 12 55,5 19 38,3 11 38,0 32,5
Italy 58,2 19 28,5 24 56,7 18 23,5 23 39,0 33,0
Slovak Rep. 56,2 20 34,2 19 58,4 16 34,3 13 41,5 40,1
Austria 54,8 21 35,9 17 54,8 20 31,1 17 40,1 34,7
Belgium 53,7 22 31,4 22 50,1 24 22,5 24 37,3 28,7
Turkey 51,5 23 22,0 25 52,1 23 20,3 25 40,4 36,9
Hungary 51,0 24 38,4 16 52,8 22 38,9 9 41,4 40,5
Poland 47,3 25 34,4 18 46,3 25 31,5 16 39,2 36,7

Source: Labour Force Statistics and OECD database on hours.

Older workers by industry and occupation

The industry and occupation in which older workers are employed determines to some extent
their chances of employment retention, as industries may shrink and the demand for certain
occupations may decline. In Austria as well as Australia, older workers tend to remain in their
original occupations, while younger workers tend to move info growth industries and
occupations, particularly services. This is documented by a survey of job-leavers in 2002 in
Australia: of those employed, 24 percent of the 15-24 year-olds and 14 percent of the 25-49
year-olds left their jobs, while only 6 percent of the 50-64 age group did so. 'Unsatisfactory
working condifions' was given as one of the reasons for leaving by 36 percent, 25 percent
and 13 percent respectively by these age groups.

In Austria, older men are overrepresented, compared to their overall employment share of
17.5 percent, in agriculture as well as public sector administration, health services as well as
education. The same holds for women, except that the employment share of older women is
lower than for older men (13.8 percent). In addition, older women have an above average
employment share in the banking and insurance indusiry. In terms of shares of tofal
employment, however, there are large differences by gender. While a quarter of all older
men are working in the public sector, more than 40 percent of all older women work there.
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Older women are also to a larger extent than men employed in trade (25 percent versus
13 percent) and in banking and insurance (16 percent versus ? percent). In contrast, older
men work above all in manufacturing, utilities, mining as well as construction (in tofo
43 percent) (Table 12).

Table 13: Austrian older workers by employment status and occupation, 2002
Percentages

Older workers (aged 50 - 74) in each category:

Asa shar_e of all employed persons As a share of all older workers
in each category
Total Men Women Total Men Women
All employed 15.8 17.5 13.8 100.0 100.0 100.0
By industry:
Agriculture, hunting, forestry and fishing 18.0 20.6 14.3 1.3 1.4 1.0
Mmmg gnd quarrying, manufacturing, 15.0 16.2 1.4 291 29.7 106
electricity, gas and water supply
Construction 14.5 14.9 11.5 8.3 12.8 1.6
Wholesale and retail 131 14.8 121 17.4 12.9 24.2
Transport, storage and communication 15.0 15.7 12.9 71 9.4 3.8
Financial and real estate business 15.7 17.3 14.5 11.8 9.4 15.5
Public a.dmlnlstratlon, education, health 18.0 243 14.7 320 248 429
and social work
By occupation:
Legislators, senior officials and managers 23.6 28.0 14.9 7.8 10.2 41
Professionals 18.6 229 14.9 11.8 11.2 12.7
Technicians and associate professionals 13.5 16.4 10.4 13.3 13.8 12.6
Clerks and related workers 15.6 19.7 13.8 15.2 9.7 23.4
Service workers and sales workers 10.8 12.7 9.9 10.6 6.6 16.6
Agricultural and fishery workers 22.2 224 21.9 1.1 1.2 1.1
Craftsmen and related workers 12.9 13.2 9.5 15.1 23.7 2.2
Plant and machine operators 18.2 19.4 12.6 10.1 14.7 3.2
Elementary occupations 23.5 22.4 24 1 14.9 8.8 24.0

Source: Austrian Labour Force Survey.

By occupation, there are large differences between older men and women in terms of
employment shares. Three major occupational groups account for two thirds of the
employment of older women, namely elementary occupations, office and service and sales
work. In contrast, older men are employed in a much wider range of occupations, with a
particularly high proportion of craftsmen (24 percent) and professionals (14 percent). At a
more detailed level, the age distribution across occupational groups shows that older
workers are over-represented in some declining manufacturing industries, particularly
consumer goods like textiles, clothing and leather industries, in the higher skill segment of
agriculture and forestry, as well as in high-level management positions, public administration,
education and health services. The comparatively low educational attainment level of older
female workers and the limited upgrading of skills in their working lives are impediments for their
employment in more skilled occupations (Table 12).

There are major differences in the industrial distribution of older workers between Austria and
Australia. Mature Australian men and women work to a significantly larger extent than
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Austrians in agriculture (5.3 percent versus 1.3 percent); in contrast, a larger proportion of
mature Austrians work in manufacturing industries than in Australia (manufacturing including
mining 22 percent versus 13 percent). Not surprisingly, the occupational mix of mature
workers differs significantly between Austria and Australia. In Austria, the occupational mix of
mature men is heavily concentrated on trade skills (craftsmen), given their employment focus
on manufacturing industries. In contrast, Australian mature men are to a large extent
managers and professionals. In the case of mature women, the most striking feature is the
high concenftration of Austrian women in elementary occupations, i.e., as labourers and
elementary clerical, sales and service workers, relative to Australians (24 percent versus
19 percent) and a smaller proportion in professional and associate professional jobs
(25 percent versus 34 percent). A common featfure in both countries is the larger
occupational spread of mature male workers compared to females (Table13).

A notable feature of the occupational structure of mature workers in Australia is the high
proportion of managers and professionals, which is the result of the polarised skill structure of
older workers in Australia. (Figure 7) Australia has a significantly higher proportion of mature
workers with tertiary education than Austria (27.2 percent versus 17 percent), and a larger
proportion of unskilled workers (42.7 percent versus 25.8 percent), while mature Austrian
workers are concenfrated in the medium to upper medium skill segment (57 percent versus
30.1 percent in Australia). Thus, mature Australian workers are more often than Austrians
found in occupations which require degrees and/or considerable work experience. Both,
mature men and women, are more than proportionately represented in the two major
experience-based occupational groups, managers and administrators as well as
professionals, i.e., around 33 percent of all mature Australian male and 28 percent of all
mature female workers compared to only 21 percent of mature men and 17 percent of
mature women in Austria.

Austrian  mature workers have suffered from the rapid decline of employment in
manufacturing industries in the last two decades, precipitated by globalisation and the
opening up of Central and Eastern European countries. As a result, in the course of the 1990s,
low to medium skill labour-intensive production lines were relocated from West to East, while
high-skill labour-intensive and capital infensive production expanded in the West. This process
of vertical fragmentation of production left many older workers without prospects of an job
with similar working conditions and pay. They lacked the skills to take advantage of the
employment opportunities which opened up in the higher end of the value added chain. Re-
allocation of labour from declining to growing industries and occupations is always a
challenge, but more so if employment growth is limited as in the case of Austria. As structural
change is unskilled labour saving, the challenge of re-employment of largely unskilled older
workers is even greater.
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Table 14: Employment of older workers (50 to 64) by industry and occupation in Australia,
2003

Percentages

Asa sha.re of all employed As a share of all older workers
Industry persons in each category

Total Men  Women Total  Men Women
A - Agriculture, Forestry and Fishing 28.6 26.7 33.1 53 6.0 44
B - Mining 18.9 19.8 12.2 0.9 1.4 0.2
C - Manufacturing 21.3 21.2 21.6 11.8 14.8 7.8
D - Electricity, Gas and Water Supply 243 27.7 10.8 0.9 1.4 0.2
E - Construction 18.4 18.1 20.7 7.1 10.5 2.4
F - Wholesale Trade 21.5 223 19.7 49 6.0 3.4
G - Retail Trade 14.0 14.6 13.4 10.4 9.1 12.2
H - Accommodation, Cafes and Restaurants 13.6 13.8 13.4 3.2 24 4.4
I - Transport and Storage 26.0 28.2 19.1 5.6 7.9 2.4
J - Communication Services 20.1 22.1 15.8 1.8 2.3 1.1
K - Finance and Insurance 15.9 19.4 13.1 2.8 2.7 3.0
L - Property and Business Services 21.0 233 18.2 11.9 12.5 11.1
M - Government Administration and Defence 24.3 29.9 18.3 5.4 5.9 4.7
N - Education 29.4 342 27.0 10.1 6.5 15.1
O - Health and Community Services 25.6 273 25.1 12.0 4.8 22.0
P - Cultural and Recreational Services 15.8 16.2 154 1.9 1.7 2.1
Q - Personal and other Services 20.3 23.9 16.5 39 4.0 3.6
All industries 20.8 21.8 19.5 100.0  100.0 100.0
Occupation
1 - Managers and Administrators 31.0 32.0 28.0 10.7 14.2 5.8
2 - Professionals 22.0 24.1 20.0 19.8 18.4 21.7
3 - Associate Professionals 23.2 24.5 21.3 13.7 14.6 12.4
4 - Tradespersons and Related Workers 17.2 17.4 15.8 10.7 16.7 23
5 - Advanced Clerical and Service Workers 25.9 27.0 25.7 5.0 1.0 10.6
6 - Intermediate Clerical, Sales and Service Workers 18.2 19.3 17.7 15.1 7.7 25.4
7 - Intermediate Production and Transport Workers 23.7 23.9 222 9.6 14.6 2.8
8 - Elementary Clerical, Sales and Service Workers 13.1 13.8 12.8 6.3 4.0 9.6
9 - Labourers and Related Workers 20.3 18.0 24.3 9.0 8.8 9.4
All occupations 20.8 21.8 19.5 100.0  100.0 100.0

Source: ABS, Australian Labour Force Survey.

Effective and statutory retirement age

Workers are retiring from the workforce before the statutory retfiing age. The extent varies
from country to country for both men and women. For men in Austria and Australia, while the
statutory retirement age is 65, the effective retirement age is 63 years for Australia and 59 for
Austria, i.e., 4 years earlier for Austrian men. The gap is equally high for women: in Austria, the
effective age of retirement being 57 against the statutory age of 60, while the figures are
respectively 61 and 62 for Australia (Figure 3).

The effective retirement age has increased in both countries since the mid-1990s — in Australia
by 1.5 years for both men and women, which is about the same extent as for Austrian men; in
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contrast, the increase for Austrian women has been hardly half that rate. The actual
retirement rate of Austrian women today is as low as it was during the 1980s.

Austrian social insurance data also provide information on the status of pensioners before
retirement. In 2003, more than two-thirds of all new retfirees were employed before drawing a
pension, and one in five were unemployed (Table 14). Compared with five years earlier, the
proportion moving from employment into old-age refirement has increased, while the
proportion moving from unemployment into retirement has declined. Also a fairly large
proportion of the new entrants info disability pension, on average 20 percent, is a movement
out of mostly long-term sickness into disability benefit. In 2003, a significantly larger proportion
thanin 1998 moved from employment into a disability pension, while the move out of sickness
and unemployment into disability slowed down. The changing flows of older workers intfo a
pension scheme by former status over the last 5 years is a result of institutional changes and
indicates that the various early exit routes from employment are at least to some extent
communicating vessels, whereby the closing off of avenues in one area leads to an
increased inflow into another area.

Table 15: Transition to retirement by type of pension and gender in Austria, 2003 and 1998
Status before retirement (percentage)

Employment Sickness benefit Unemployment benefit |Non-employment and other
1998 2003 1998 2003 1998 2003 1998 2003
Men
Disability pension 43 56 24 19 28 24 5 1
Old-age pension 56 77 2 1 35 17 8 4
All pensions 50 69 13 8 31 20 7 3
Men
Disability pension 38 59 26 21 21 17 15 3
Old-age pension 45 70 2 2 33 22 19 7
All pensions 45 68 5 5 31 21 19 6

Source: Federal Ministry of Social Security and Generations. — @ Early retirement due to reduced work capacity
included under disability pensions, all other early retirement programmes under old-age pension.
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Figure 3: Average effective age of retirement versus the official age, OECD, 1997-2002¢
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Source: OECD estimates derived from the European and national labour force surveys. — ¢ The average effective
age of refirement is derived from the observed decline in participation rates over a 5-year period for successive
cohorts of workers (by 5-year age groups) aged 40 and over.

Employer practices

Employment opportunities depend partly on the perceptions of employers concerning the
employability of older workers relative to other workers. This section looks at various employer
practices which may have a bearing on policy measures to draw and retain a larger
proportion of mature workers info employment.

Age discrimination

Discrimination in the employment of older workers is widespread although difficult to identify
and guantify. The evidence suggests there is a perception that mature workers are less able
to maintain high productivity or to adapt to changes in work practices (Bishop, 1999). On
such a perception, age becomes a critical factor in refrenchments. In 1997, some 15 percent
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of retirees aged 50-59 did so because they were retrenched (ABS, November 1997. Cat.
6238.0). An ABS 2004 Survey (Cat. 6220.0) of persons not in the labour force, showed that
33 percent of the discouraged jobseekers claimed that they were ‘considered too old by
employers'. There is also evidence that three out of five workers who were refrenched into
early retirement, wanted to keep on working. In 1998, there was one discouraged job seeker
for every three unemployed workers in the 45-64 age group; and one for one in the 60-64 age
group (lbid para 2.6). Further data show that three out of five people who were made
redundant wished to remain in the workforce (Access Economics, 1999; Pickersgill et al., 1996:
6-7). All this despite evidence that mature age workers have a lower turnover and less
absenteeism and 'tend to make better decisions; can be counted on in crisis situations; are
more dependable; do a better quality job; and cooperate more on the job.' (Bishop, 1999:
para 4.3).

Figure 4: Age discrimination at the workplace in selected OECD countries, 2000
Proportion of older workers reporting age discrimination at their workplace®

16
14 7
12
10 ]
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Source: European Foundation, "European working condition survey". — @) The questions are: "Over the past
12 months, have you been subjected at work to age discrimination” or "In the establishment where you work,
are you aware of the existence of age discrimination”

Evidence on subjectively perceived age discrimination across the EU suggests that age
discrimination is also an issue in Austria. According to the European Working Conditions
Survey, older workers in Austria report age discrimination more often than in all other EU
countries, i.e., 14 percent of older workers compared to 5 percent in the EU say that they
have been subjected to age discrimination over the past 12 months or have been aware of
age discrimination in the company (Figure 4). Only Finland and the Netherlands report
proportions close to those in Austria in 2000. Until July 2004, age discrimination in the labour
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market has not been an offence. Now, however, cases of age-bias in recruitment and
selection of employees, payment of wages and non-wage benefits, fraining and promotion,
conditions of work and retrenchment, may be prosecuted.

In the case of Australia, a Survey by the Department of Family and Community Services
(2001) suggests a similar figure as in the EU average. Accordingly, among people aged 45-69
and still working, about 7 percent said that their employer encouraged early retirement and
among those fully retired in the same age group the corresponding figure was around
21 percent. A Hilda Survey shows that one-third of all the refired respondents said they were
pressured or forced to retire; almost half these unwilling retirees said the pressure came from
their employer (Goward, 2005).

Job retention

The employment dynamics over the life cycle differ significantly between groups of workers,
but mainly between industries. Some workers are affected by frequent episodes of
unemployment (reflected in flows between employment and unemployment), while others
stay with the same employer for most of their working lives. Average job tenure for men in
Austria is high in an OECD comparison, and in fact close to that in Japan. It also shares a
similar pattern with Japan. The retention rate by age of workers slows down from age 45
onwards, and drop off quickly between 55 and 60. This indicates that there is a decline in job
retention from this age onwards. On average, men over age 55 (i.e., close to retirement)
have worked for the same employer for around 22 years and for women around 18 years. This
signals considerable job security until (early) retirement in Austria.

A drawback of average job tenure as an indicator of job stability is its masking of
compositional effects (and changes). Five-year job retention rates that take the proportion of
all workers who are still working with the same employer five years later are a better indicator
of job security4. A comparison of retention rates across selected OECD countries confirms the
relatively high job stability up fo age 50 in Austria. Some 80 percent of all workers in their late
30s and 40s in 1998 were still working for the same employer in 2003 (Figure 5). This is a much
higher proportion than in Australia and the neighbouring countries Germany and Switzerland,
and very much higher than in the UK with its more flexible and less regulated labour market
and significantly higher employment growth rates than Austria.

For older workers, however, job retention rates drop very quickly below those in other OECD
counftries, especially for women. This is essentially a reflection of the very low effective
retirement age in Austria. Five-year job retention rates have increased significantly during the
past three years, especially for workers in the 50-54 age group and much more for women

4 Retention rates used in this chapter are estimated using cross-sectional data on job tenure, not from directly observing
job retention. They are calculated by taking the ratio of the number of workers in any given five-year age group with at
least five years of job tenure to the total number of workers in the preceding age group five years earlier.
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than for men. The latter may be a response to the recent changes in (early) retirement
regulations. It seems that the gradual closing of early labour market exit optfions has
contributed to the prolongation of employment with the same employer.

Figure 5: Retention rates by age and gender in selected OECD countries, 1997-2002¢9. b
Percentages
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Source: Austrian Labour Force Survey March; European Labour Force Survey; Job Tenure supplement to the US
Current Population Survey. — @) 1998-2003 data for Austria. — b) Retention rates refer to the proportion of workers in
1997 who were still in the same job five years later in 2002. The age groups refer to a worker's age in 1995. The data
are based on labour force surveys covering all workers.

In contrast, Australia has a fairly low retention rate with the same employer in international
comparison®. For example, based on data for 1998, in Australia 60 percent of male workers
aged 50-54 will still be working for the same employer fouryears later compared to
65 percent in Austria (bearing in mind its higher exit rate compared to Australia), 78 percent
in Finland, 71 percent in Germany, 69 percent in the United States and 67 percent in the
United Kingdom (a similar result holds for women). In the age group 55-59, a comparable
pattern is shown.

In international comparison, the Australian retention rates are below most OECD countries.
The UK, the country with the lowest retention rates of older workers in Europe, has higher
retention rates than Australia. This reflects the higher turnover of labour in Australia compared

5 These refention rates are estimated using cross-sectional data on job tenure at four-year intervals for pseudo-cohorts of
workers rather than from directly observing job retention using longitudinal data.
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to those of other countries. The low retention rates may not only be the result of greater
industrial/occupational mobility job flexibility but also greater regional mobility within
Australia.

Table 16: Strictness of employment protection in 2003

Regular contracts Temporary contracts Collective
dismissals Overall indicator
Weights 5/12 5/12 2/12
Regular Notice periods
procedural and severance Difficulty of Fixed-term Temporary work
inconveniences pay dismissal contracts agencies
13 13 113 12 12
Australia 1.5 1.0 2.0 1.3 0.5 29 1.5
Austria 25 0.9 3.8 1.8 1.3 3.3 2.2
Belgium 1.0 24 1.8 1.5 3.8 4.1 25
Canada 1.0 1.0 2.0 0.0 0.5 29 1.1
Czech Republic 3.5 2.7 3.8 0.5 0.5 2.1 1.9
Denmark 1.0 1.9 1.5 2.3 0.5 3.9 1.8
Finland 2.8 1.0 2.8 3.3 0.5 26 21
France 25 1.9 3.0 4.0 3.3 2.1 2.9
Germany 3.5 1.3 3.3 1.8 1.8 3.8 2.5
Greece 2.0 2.2 3.0 4.5 2.0 3.3 2.9
Hungary 1.5 1.8 2.5 1.8 0.5 2.9 1.7
Ireland 2.0 0.8 2.0 0.8 0.5 24 1.3
Italy 1.5 0.6 3.3 25 1.8 4.9 24
Japan 2.0 1.8 3.5 0.5 2.0 1.5 1.8
Korea 3.3 0.9 3.0 0.8 2.6 1.9 2.0
Mexico 1.0 21 3.7 25 5.5 3.8 3.2
Netherlands 4.0 1.9 3.3 0.8 1.6 3.0 2.3
New Zealand 2.0 0.4 2.7 15 1.0 0.4 1.3
Norway 2.0 1.0 3.8 3.3 25 29 2.6
Poland 3.0 14 2.3 0.0 25 4.1 2.1
Portugal 3.5 5.0 4.0 1.8 3.8 3.6 3.5
Slovak Republic 5.0 2.7 2.8 0.3 0.5 25 2.0
Spain 2.0 2.6 3.3 3.0 4.0 3.1 3.1
Sweden 3.0 1.6 4.0 1.8 1.5 4.5 2.6
Switzerland 0.5 1.5 1.5 1.3 1.0 3.9 1.6
Turkey 2.0 3.4 23 43 55 24 3.5
United Kingdom 1.0 1.1 1.3 0.3 0.5 29 1.1
United States 0.0 0.0 0.5 0.0 0.5 29 0.7
OECD average 2.2 1.7 2.7 1.7 1.9 3.0 2.2
Difference to average 0.3 -0.8 1.1 0.1 -0.6 0.3 0.1
Rank for Austria 18 5 24 16 13 18 16

Source: OECD (2004), Summary indicators.

The higher job security of older workers in Austriac may reflect the seniority employment
prevailing in Austria which may be an explanation for the lesser employment flexibility. A
further explanation, reflected in Table 15, shows the greater striciness of employment
protection in Austria and many other OECD countries compared to Australia. The limited
regional mobility in Austria, which is one of the lowest in Western Europe (Huber, 2005), may
also reflect the high retention rate. In addition, the high employment retention up to a
certain mature age in Austria relative to other OECD countries is explained by the high
employment share of public sector employment, particularly for older workers
(administration, health, education) and the high job security public sector employees enjoy.
Women aged 50-54, for example, have 23 years average tenure in the public sector,
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compared to 14 years in the private sector —the latter figure being close to that in other
countries. The relafive advantage in pay and employment security of public sector
employees increases with age, especially for women.

To a certain extent high job security of older workers may give rise to an insider-outsider
problem. While the retained older workers profit in terms of income and job security, those
older workers who become unemployed find it very hard to get a new job. This trade-off is
difficult to resolve in the context of labour supply policies (such as closing early retirement
pathways) and explains why they have to be complemented by policies acting on the
demand side (e.g.. a reduction in seniority wages and non-wage labour costs,
complemented by employment and wage subsidies).

Job hiring intensity declines with age

Once out of the job, it is easier for mature workers to be re-employed in Australia than in
Austria. This can be the seen from relative hiring intensities by age (Table 16). The relative
hiring intensity is calculated as the hiring rate for a specific age group divided by the hiring
rate for all employees.¢ If this ratio equals unity, the hiring intensity corresponds to the
average in the workforce. It is interesting to observe that while the hiring rate of older workers
in Australia is higher than in Austria, the opposite holds for retention rates in the two countries.
This suggests that when the employment of older workers can be terminated more easily,
there is less resistance from employers to the hiring of older workers.

Accordingly, hiring intensities decline with age in all OECD countries; they are highest in
Korea (0.79) and lowest in Austria (0.07). Older workers in Australia have the fourth highest
hiring intensity (together with Greece) in the OECD area (0.48).

6 The hiring rate is calculated as the share of all employees with tenure of less than one year.
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Table 17: Relative hiring intensity by age in selected OECD member countries, 2000
Ratio of the hiring rate for employees in each age group fo the hiring rate for employees of all ages®

15-24 25-49 50 - 64
Australia 1.76 0.89 0.48
Austria 4.73 0.43 0.07
Belgium 3.56 0.81 0.24
Czech Republic 2.64 0.89 0.43
Denmark 2.24 0.89 0.41
Finland 2.87 0.83 0.36
France 3.35 0.86 0.3
Germany 2.47 0.92 0.4
Greece 2.74 0.85 0.48
Hungary 2.38 0.87 0.4
Iceland 2.16 0.86 0.3
Ireland 2.07 0.76 0.38
Italy 3.06 0.88 0.38
Japan 3.56 0.71 0.51
Korea 2.26 0.83 0.79
Luxembourg 3.34 0.89 0.14
Netherlands 1.94 0.91 0.35
Norway 2.66 0.9 0.31
Poland 2.93 0.84 0.54
Portugal 2.41 0.82 0.33
Spain 2.35 0.87 0.38
Sweden 2.99 0.98 0.34
Switzerland 2.45 0.88 0.33
United Kingdom 2.38 0.85 0.46
United States 2.36 0.84 0.43
Unweighted average 2.71 0.84 0.38

Source: Australian Bureau of Statistics, Labour Mobility Survey; Ministry of Health, Labour and Welfare, Basic Survey on
Wage Structure, for Japan; Ministry of Labour, Survey Report on Wage Structure, for Korea; US Department of Labor,
Bureau of Labour Statistics, Job Tenure Supplement to the Current Population Survey; and Eurostat, European Union
Labour Force Survey, for the other countries. — @ The hiring ratfe is defined as the share of employees with tenure less
than one year in their current job.

The age-earnings profile

For employment retention and chances of re-employment to be promoted, the age-
earnings profile of older workers should largely match the age-productivity profile, i.e., the
cost of employing older workers should match their contribution to the value added of the
firm. However, in practice, while the costs of workers to the firm are fairly easily established,
their contributions to the firm's revenue are not.

The theory of human capital accumulation assumes that productivity is an increasing
function of age due to on-the-job training and learning by doing until a certain point.
Productivity falls thereafter as investment in human capital fends to decline with age and/or
as new tfechnology is infroduced which reduces the comparative advantage of
experienced workers (vintage effect).
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Figure 6 shows that the age earnings pattern starts to diverge between countries from the
age of 50 onwards. In international comparison, Austria has very steep age-earnings profiles,
very similar to France, particularly in the case of men, while Sweden has a very compressed
earnings structure by age. In contrast, the age-earnings profile of Australia is one of the
flattest in the OECD. Earnings of full-time male workers rise with age until around the age
of 40-44 and then decline. For women, the age-earnings profile is even less steep and peaks
already in the age group 30-34. As in the United Kingdom, relative earnings for Australian men
fall steeply from the age of 50 and onwards and reach one of the lowest relative levels in the
OECD. For women, age-earnings profiles are not only flatter in Australia than elsewhere, but
they also drop faster than in most other OECD countries. For women aged 60-64, their relative
earnings fall to as low as 84 percent of the comparison of 25-29 year olds.

Prima facie, this would suggest that wages of older workers could be on average out of line
with their productivity in Austria and France compared to Sweden or Australia. The limited, if
atf all, decline of earnings of older employees in cross-section studies may, however, also be
the result of a selection bias, i.e., older workers who remain in employment are the most
productive and may have received fraining and who are not representative for the whole
age group’. On the basis of longitudinal data, i.e., matched employer-employee panel data
(Crepon et al., 2003 for France, Haegeland and Klette, 1999 for Norway) productivity declines
with age and the less productive tend to exit employment in their 50s. Various factors may be
responsible for this result: older workers may be to a larger extent employed in less efficient
firms and/or in industries with small gains in productivity or where physical requirements
dominate. It may also be the result of a bias in the choice of workers by employers in favour
of young workers whose employment may be more easily terminated than that of older
workers.

Of course, wages depend strongly on educational levels, and if there are larger differences
in education levels between different cohorts in one country compared to another, this
could affect the age-earnings profiles. Confroling for education results in a more
compressed wage structure for the less educated than for the highly educated. For Australia,
for both men and women with tertiary education, the profiles are flatter than in most other
countries and start to drop earlier as well (OECD, 2005). This is quite surprising since job
performance in more professional and qualified occupations is less likely to deteriorate with
age as rapidly as in more physically demanding and qualified jobs.

7 The selection bias of mature age employment has been at the centre of research for some time, see Parsons (1996)
and Johnson and Neumark (1996) for a literature survey.
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Figure 6: Age-earnings profiles in Austria and selected OECD countries, 20009
Index: Earnings of 25-29 year olds = 100
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Source: Austria: Microcensus and "Wage Tax Statistics” (MZ Lst Data); France DADS; Germany: German socio-
economic panel; Netherlands: Stafistics Netherlands; Sweden: Statistics Sweden; United Kingdom: Labour Force
Survey. —a) 2001 for Austria.

Thus, age-earnings profiles indicate that Australia has a much more compressed wage
structure than Austria. If the age-earnings profiles reflect correct productivity differences by
age, it would suggest that Australion older men and women are less productive than
younger workers. However, it may well be that earnings of older workers fall more than their
productivity; this would provide an incentive for employers to retain older workers. However,
the work effort and incentive of older workers may be negatively affected by the low wage
rates, unless the opportunity cost of work, i.e., welfare benefits, are significantly lower and
subject to means testing. This appears to be the case in Australia, thus making work beyond
a certain mature age pay.

It is thus arguable that the low employment rate of older workers in Austria may at least partly
be attributable to the divergence of productivity and wages at older ages, partficularly at
the medium-skill level, the other major reason being the financial incentive to early
retirement.

This raises the question of the extent to which seniority rules account for the asymmetry
between productivity and age-wage relationships. Practically all collective agreements in
Austria include age and length of employment within a firm as factors to be taken into
account in the wage structure. Proper wage ladders, i.e., a linkage of (minimum) wage rises
with tenure (time with the firm) are the rule in white-collar occupations and in some blue-
collar occupations in large-scale industry. Consequently, industries with high shares of white-
collar employees are affected by seniority wage schedules. The most important industries in

WIFO



- 32 -

this respect are banking and insurance and other business services, trade, education and, of
course, the public sector. Accordingly, somewhat more than 60 percent of wage and salary
earners (including civil servants) have seniority wage schedules.

This is in confrast to Australia, where age-related ladders are less common, particularly in the
private sector. In a study of the pay system of a large public enterprise, seniority was rated
last as the preferred method of pay adjustment (Brown, 2001:17).

Education and training

In response to shifts in the structure of demand across sectors and firms, the adaptation of
skills is crucial to facilitate continued employment, particularly for older workers. The rapidity
of these changes and the sluggish training and workplace responses to them, may have
confributed to the decline in the employment rate of older workers, especially among the
unskilled. It is largely in this context that lifelong learning becomes a necessity. It prevents
people from becoming marginalised for lack of skill, it helps to find and retain a job, securing
a decent income, and being socially included.

Proportion of population with different education levels

The two counftries, Austria and Australia, provide interesting differences in respect of the
proportions of the mature populations with different levels of education (Figure 7). While
Australia has a significantly higher proportion of persons with high level (tertiary) and low level
(less than upper secondary) than Austria, the latter has a substantially greater proportion of
persons with medium level (upper secondary) education, particularly vocationally oriented.
This reflects the tight linkage of the Austrian initial education system with labour market
needs. Apprenticeship education and training is the dominant form of upper secondary
education. With the declining manufacturing sector, particularly older tradesmen and
unskilled and semiskilled workers lose their jolbbs and face problems of re-employment. Mature
women have particularly low educational attainment levels, one major reason for their low
activity rates.

This situation will not change for some time to come. Even though the future older workers will
have better qualifications and training than the current cohorts, the proportion of high-skilled
workers will remain low in Austria in infernational comparison. This has also to be seen in the
context of a constant inflow of unskilled immigrants, basically as a result of family reunion and
refugee intake, and an underinvestment in higher education on the part of second and third-
generation migrants.

In contrast to Austria, Figure 7 indicates that there is likely to be a dramatic improvement in
the average education level of older workers in Australia over the next decades. While the
large proportion of low skilled workers in Australia today is a source of concern because they
fend to make up a large proportion of unemployed persons, young and old, the future is
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hopeful. By 2025, the share of all older workers in Australia with less than an upper secondary
education is expected to fall from 43 percent to 27 percent — still significantly larger
compared fto the other countries in the comparisoné. And more than 36 percent will have a
tertiary education. This rise in the average educational attainment could improve
employment prospects of older workers significantly.

Figure 7: Education level of older workers in selected OECD countries, 2000 and 2025
Percentage shares of labour force aged 50-64 by level of educational attainment
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Sources: For 2000, OECD, Education at a Glance; for 2025, OECD estimates based on the data for 2000 and obtained
by applying participation rates by educational attainment, gender and 5-year age group for the population aged
50-64 to the corresponding population

Participation in training

Technological change has increased the need for more skiled and functionally flexible
workforces. Since job requirements are continually changing, individuals have to regularly
acquire new skills and upgrade their existing ones. Hence, it is vital that workers of all ages
have reasonable opportunities for vocational education and training and lifelong learning

8 These extrapolations were based on data for 2000 and obtained by applying participation rates by educational
attainment, gender and five-year age group between the ages 50-64 to the corresponding population aged 25-39.
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activities. In this respect, adult learning and fraining can play an important role in addressing
the lack of formal education or acquisition of basic skills that may be a source of persistent
labour market disadvantage for workers as they age.

In Austria, according to the European labour force survey, fraining participation in 2003 was
close to the European average for the population in the 50-64 age group (at 5.8 percent, the
question being: Have you received some education or training in the past four weeks). The
Nordic countries, Switzerland and the United Kingdom invest considerably more in further
education and training of older people, Southern European countries less.

Although the level of training differs significantly across countries, the incidence of training for
older workers is always lower than the incidence for prime-age workers. In Australia, some
35 percent of mature workers received some kind of education and training in the course of
the year 2001. The extent of training of older workers is thus in the intermediate range of
OECD countries. Only a small proportion of older workers with a low initial educational level
are included in fraining activity (Figure 8).

Figure 8: Incidence of training by educational attainment of "older workers", 2001
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Source: International Adult Literacy Survey (IALS) 2001. Incidence refers to training received at some stage during the
12-months period prior to the survey.

What constitutes training may be a loose term. Quite clearly, although Australia is below

many other in the incidence of job-related fraining, the gap between the 25-49 and the 50-
64 age groups is great. This suggests that older workers may be discriminated against in
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fraining, possibly because a larger proportion are part-time, have a lower education
background and are less able to profit from job fraining. On the other hand, it may well be
that because of their greater work experience and some having had training earlier in their
work career, fraining of older workers is less warranted. Table 13 lends some support to this
view as it indicates that only a comparatively small proportion of older workers, namely
15 percent, is working as labourers or in elementary clerical and other services positions.

Figures for Australia and a number of other countries, but not including Austria, show that
average duration of fraining and duration per employee, all fall that across age-groups.
Significantly, the fall is especially great for duration of training, a fact which further reduces
the effective impact on the skills of mature workers reflected in their participation rates
(O'Connell, P.J., 1999). The figures also show that the incidence of training is significantly
greaterin the larger enterprises and that funding comes largely from employers.

Health issues

It is increasingly acknowledged that health is not only a major determinant of individual well
being but also of economic growth. Almost half of Centre link recipients surveyed in Australia
claimed that an ongoing medical condition, illness or addiction made it difficult for them fo
find a job or affected their ability to work (Carlile et al., 2002). In the context of an ageing
society, the relationship between health and economic growth deserves partficular attention.
The challenges are to prolong the work ability and actual employment rate of older workers
and in so doing to reduce the pressure on public pension funds and public spending on
health care.

The factors responsible for a healthy work force are many: the work environment and working
conditions, personal health care, and access of every member of society to the basic
ingredients of well being as well as education, income, housing, nutrition, play a major role.
The question about how the causality runs — from good health to economic growth or from
economic growth to health — is not clear, but it probably runs in both directions. However,
economic growth on its own does not ensure the improvement of health of the population.
Special measures need to be put in place to ensure that all people may have access to a
healthy and safe work environment and good health care.

According to some of the main health indicators, the health of the Austrian population tends
to be either around the EU average or somewhat better, while Australians appear to be even
more fortunate.? In Austria, it is the health status of young and prime-aged persons which is

? For example, the life expectancy at birth: 75.4 years for men (Australia 76.6) and 81.2 years for women (Australia 82)
compared to an EU average of 75.3 and 81.4 years respectively in 2000. The relative mortality rate (adjusted for the
age structure) declined in Austria by 18 percent between 1970 and 1995; this was a somewhat faster decline than in the
EU on average (European Observatory on Health Care Systems, 2000); Health expenditures are with 7.7 percent of GDP
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comparatively good, but less so of older persons. According to an Austrian household survey,
older persons are also more days in a year sick (morbidity rate) than prime age persons, i.e.,
50-64 year-olds are on average 20 days of the year sick compared to 10 days of prime age
persons (1999 microcensus, Figure 9)10.

Figure 9: Incidence and duration of a spell of sickness in Austria, 1999
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Figures for absence from work due to iliness are available from household surveys in Europe
as well as Australia. They are based on absence in the two weeks prior to the labour force
survey (incidence of own sickness); accordingly they do not provide insight intfo the number
of days and hours of work lost per year due to illness. These surveys indicate, however, the
relafive position of Australia compared to Europe. The incidence of absence in the survey
period is somewhat higher in Australia than in Austria. For the 15-64year olds it amounted to
close to 10 percent of employees compared to 8 percent in Austria. The Nordic countries as
well as the Netherlands, UK and Switzerland had higher absence incidence rates than
Australia in 2001 (Figure 10).

somewhat below the OECD average of 8.6 percent of GDP in 2001, while they correspond to the EU average in
Australia.

10 |n Austria, 3.9 percent of the labour volume of wage and salary earners were lost due to sickness in 2000, compared
with an unemployment rate of wage and salary earners of 5.8 percent. This is an indicator of the cost element sickness
absence constitutes for the employer.
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Figure 10: Absence from work due fo own illness in Europe and Australia, 2001
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Source: European LFS and ABS-LFS proportion of employees absent from work due to own sickness in the two weeks
before the survey.

It is interesting fo note that the incidence rate by age does not exhibit the same pattern
across countries. While there are countries with declining incidence rates with age, e.g.,
Austria and Australia, there are others with rising rates with age, e.g., the Southern European
countries, UK and Switzerland, and still others with no unidirectional age pattern (Figure 11).

While the incidence rate over a short period of fime (one or two weeks before the survey)
does not suggest that ageing is necessarily linked with higher absence rates of older workers
from the job due to sickness, this does not any longer hold if sick days over a year are
calculated.

Data for Austria shows that the morbidity rate is higher for older persons as a result of more
cases of sickness (higher frequency) over the year and longer spell durations, i.e., a longer
recovery period from illness. The higher morbidity rate of mature persons is also the result of
the combined effect of a lower educational attainment level (one third of the difference)
and higher age specific morbidity (two thirds of the difference), Biffl (2005).
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Figure 11: Absenteeism from work by age group, 2001

Figure 11: Absenteeism from Work by age group, 2001
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Two major socio-economic factors impact on health, i.e., the educational attainment level
and the employment status. In general, there is an inverse relationship between the morbidity
rate and the level of educational attainment. The means by which education may influence
health is the life style adopted, arising from greater awareness of the role of nutrition,
smoking, physical exercise, frequency of getting medical advice for one's health. This may be
expected to be less accessible to persons with lesser education. Another factor that may link
the morbidity rate with the educational attainment level, is the type of work and work related
stress and diseases open to people with different educational backgrounds. Yet another
aspect may be that persons with health problems/handicaps tend not to move up the
educational ladder to the same extent as healthy ones (Figure 12).

Apart from education, the morbidity rate differs by employment status (Figure 13). It is a fairly
universal feature that morbidity rates are higher for unemployed than for employed
persons'!. In Austria, the morbidity rate of unemployed mature workers is more than double
that of equally aged employed workers (14 versus 32 days per year).

1" For more literature see European Commission (2003); Mesrine (2000) as well as Gerdtham and Johannesson (2003)

point out that also the mortality rate is higher for the unemployed than the employed of equal age.
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Figure 12: Morbidity rate by age and educational attainment level in Austria, 1999
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Figure 13: Morbidity rate by age and employment status in Austria, 1999
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The causal factors are subject to continued debate. Economic theory suggests that the
positive relationship between the morbidity and unemployment rate is the result of the
interaction of various behavioural aspects on the labour demand and supply side. In
addition, screening of the employed by their health or absentee record in case of layoffs
may also play a role. This is fo say that in the course of micro-economic reform, structural
change and cyclical downturns, persons with a bad health record may be amongst the first
to be made redundant. Unemployment per se may act as a psychological stress factor and
with rising duration of unemployment exacerbate health problems.

Self-assessed health

Subjective health measures may be used as an indicator of well-being by age and gender!2.
According fo the 2001 ABS National Health Survey (cat. no. 4828.0.55.001), 82 percent of
those aged 15+ assessed their health as good, very good and excellent in Australia. This
proportion is low in EU comparison. The proportion of the population over 15 which said that
their health is good, very good and excellent, was 89 percent in the EU(15) in 2002; only
Portugal and Germany had similarly low levels as Australia (81 percent). In Austria as well as in
Finland, only 7 percent of the people over 15 said that they had bad or very bad health;
Belgium, the Netherlands and Ireland had even lower shares.

But the percentage of people with self-assessed good or very good health declines with age.
In the case of Australia, the figure for men was 60 percent for the 25-34 age-group, while it
was just under 50 percent and 40 percent respectively for the 45-54 and 55-64 groups.

The situation is not much different in Europe. As with morbidity and mortality rates, the
proportion of persons with bad health is highest amongst persons with low educational
aftainment level and lowest for persons with tertiary education (Eurostat, 2002, European
Commission, 2003.)

Evidence on job-related health problems

An ABS survey in 2000 showed that, overall, twice as many men as women workers suffered a
work-related injury or illness. Of those who experienced a work-related injury or illness over a
12-months period, 28 percent were in each of the 25-44 and 45-55+ age groups. The group
with the highest incidence was the 35-44 age group (58 per 1000 persons) while the
incidence of groups 20-34 and 45-59 was similar at 48-50 per 1000 (ABS, Work Related Injuries,
cat. no. 6324, Oct. 2001). Overall, on an OECD comparative basis (Figure 14), Australia does
not seem to be doing as well as Austria, judging by the accident rate at work. Australia has

12 Literature shows that self-assessed measures of health are good indicators of health in the sense that they are highly
correlated with medically determined health status (Nagi, 1969, Maddox and Douglas, 1973, Ferraro, 1980) and good
predictors of mortality and morbidity (Mossey and Shapiro, 1982, Idler and Kasl, 1995, McCallum, Shadbolt and Wang,
1994).
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had 49.3 work accidents per 1000 employees in 2000, which is somewhat more than the EU
average of 40.2, while Austria has even less, with 30.56 work accidents per 1000 employed.
However, older workers (45+) have an above average accident rate in Austria (34.3), while
the confrary is frue in the case of Australia (45.6). Thus, the likelihood of older workers in
Austria being more accident-prone than younger ones may be the result of a substantial
difference in the deployment of older and younger workers by industry and fask, older
workers being concentrated in occupations with higher accident risks. It may also be linked
to the lower skill level of older workers and the high proportion in manual jobs (European
Commission, 2004). Why the situation is reversed in Australia, deserves further research.
Mature workers are less often in jobs with a high accident risk, possibly because of higher
vertical or lateral mobility of workers in Australia as they age (Figure 14).

However, for Australia, the age distribution of disabilities that resulted in compensation claims,
show a somewhat different picture (National Health and Safety Commission, Compendium of
Workers' Compensation Statistics, Australia, 2001-02). Both in terms of incidence and
frequency rates of new cases for 2001-02, there is a noticeable increase by age especially
after age 50. Incidence per 1000 employees increases from 9 cases for the less than 20 years
age group to 17 cases for those between 20 and 50 years and to close to 20 cases for the
50+ year-olds. Frequency per million hours worked increases for the same age groups from
about 8 to 10 and to 12 cases respectively. The time lost from work are not classified by age
but on average 9.3 weeks were lost with the median figure being 3.4 weeks. While it is difficult
to compare compensated days lost due to illness/injury across countries due to the
institutional/ administrative character of data, the Australian figures appear to be similar fo
Austria and Finland (18 and 20 days a year respectively), and somewhat lower than in Spain
(24 days a year).

In Australia, the distribution of incidence and frequency by industry were similar, but no age
distribution figures were published. The lowest total figures were for finance and insurance,
property and business services, and education. The other industry groups showed similar
incidence and frequency, the higher numbers being in agriculture, forestry and fishing,
mining, manufacturing, and fransport and storage. The industry structure of accidents per
1000 employees is similar in Austria, the highest rates being in construction and some
manufacturing industries, but they are also high in health and social services, with somewhat
higher rates than in agriculture and forestry (Figure 15).

In terms of incidence and frequency of occupations, the highest number of workers
compensation cases are for fransport and related workers, infermediate production and
tfransport workers, and labourers and related workers.
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Figure 14: Work accidents with more than 3 days absence per 1000 employees, 2000
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Figure 15: Recognised work injury rate by industry per 1000 employees in Austria, 2001
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Figure 16 based on a 2003 ABS Survey, (Australian Labour Market Statistics, cat.6105.0, April
2005) shows that in Australia for both males and females not in the labour force because of
disability, illness or injury, the proportion increases with age. The explanation for the
significantly smaller percentage of inactive women is that some 76 percent of the 25-54 age-
group reported that they were not working because of home duties or child care. Only
9 percent said they were looking for work (see also Table 2). The survey found that, for
inactive males aged 25 to 54 years, disability, illness or injury were the main reasons for not
working or looking for work, with 46 percent of males in that age group reporting these
reasons for not participating in the labour force. The pattern of disability, illness or injury for
those in the workforce is similar to those not in the workforce although at a much lower level.

Figure 16: Disability, proportion with a specific restriction or limitation, 2003
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Unpleasant working conditions

Aftention has to be drawn to the possibility that health problems may be associated with
unpleasant working condifions!3.

While the proportion of workers working in unpleasant working conditions is below average in
Austria compared to the EU, fewer older men are working in an unpleasant work environment
than prime age workers — 39 percent of 50-64 year-old men compared to 46 percent of all
prime age men. The reverse holds for women, with 23 percent of older women working in an
unpleasant work environment compared to 19 percent of 25-49 year-old women. The
considerable difference in the extent of unpleasant working conditions of older workers by
gender is related to the marked difference in the educational attainment of older men and
women in Austria. Thus, older women are to a lesser extent than men in supervisory positions
with less unpleasant work (Figure 17).

13- Qur discussion is confined to Austria because no comparable data is available for Australia.

WIFO



— 44 —

As the daily wear and tear of work makes itself felt only after some time of exposure, it should
not come as a surprise that the incidence of job-related health problems is higher for older
workers than prime age workers, the difference being 6.5 percentage points in the case of
men, and 3.8 percentage points for women. In that context it is inferesting to note that the
proportion of older male and female workers having job-related health problems is about the

same - 20.4 percent of all 50-64 year-old men and 23 percent of older women.

Figure 17: Unpleasant working conditions in EU comparison
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Source: European Working Conditions Survey. Workers reporting unpleasant working conditions refer to all workers
who report that they are exposed during at least half of their working time to one or more of the following conditions:
vibrations from hand tools or machinery; loud noise; high or low temperatures; breathing in vapours, fumes, dust or
dangerous substances; handling dangerous products; or radiation such as X-rays, radioactive radiation, welding light
or laser beams.

The reduction in the incidence of work related health problems over fime is more
pronounced for men, indicating that technological progress in the major employment
sectors of men may have taken off some of the health hazard of jobs. Such progress may
have been less in typical female jobs. Women tend to work largely in services with hard
physical and/or mental stress, e.g., health-care services and cleaning. Technological change
has not brought about a reduction in heavy work in these services to the same extent as it
has in manufacturing jobs in which men are concentrated (Figure 18).

In comparison with other EU countries, the share of older men with job-related health
problems in Austria is the highest, only matched by Finnish men. This is surprising in view of Fig
16. In confrast, older women are far worse off in other countries than Austria on the incidence
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of job-related health problems. While Austrian older women are around the EU average in
terms of job-related health problems, women in Southern and Eastern European countries
and Finland are clearly worse off.

Figure 18: Job related health problems in EU comparison
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Source: European Working Conditions Survey. Workers reporting absence of five days or more during the last
12 months because of work-related health problems.

More data on disability

An OECD study (2003) contains a number of interesting findings for the late 1990s:

Employment rates of disabled over non-disabled persons fall significantly for the 50-64
age group compared to the 20-64 age group. The ratio is substantially lower for the older
age group in Australia compared to Austria and the OECD (14) average — 0.45, 0.55 an
0.52 respectively (Table 3.4).

The prevalence of disability rises with age and falls with educational attainment. For the
50-65 age group, disability is higher for Austria (27 percent) than Australia (24 percent),
while in relation to educational aftainment the figures for the two countries are
respectively 18 percent and 17 percent for lower aftainment, and 11 percent and
7 percent for higher attainment (Table 3.1).

The proportion of persons on disability benefits in employment in Australia is about
10 percent, most of the rest being inactive. This is the lowest employment figure for the
OECD (14) and compares with Sweden at the other end of the scale of about
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65 percent, while the Austrian figure was about 13 percent and the OECD average was
about 33 percent (Chart 3.7).

e The incidence of disability benefits was higher than unemployment benefits among
persons with disability. Comparing Austria and Australia, the unemployment recipients
made up 9 percent and almost 16 percent respectively while 19 percent and 27 percent
were on disability-related benefits. The OECD (18) averages were 16 percent and
23 percent (Table 3.9).

Statistics on disability benefits also collected by the OECD (2003) provide an interesting
comparison between Australia and Austria. In 1999, the expenditure on disability benefits in
the two countries were respectively 0.86 percent and 1.75 percent of GDP (Table 2.1). This
difference between the two countries is probably reflected in the following statistics:

e  For Australia, only 2.8 percent of the 42 percent disabled persons who were employed
received benefits, while the corresponding figures for Austria were 17 percent and
43 percent.

e Of the 56 percent of disabled persons who were not employed, 42 percent were on
disability benefits in Australia; the corresponding figures for Austria were 42.5 percent and
57 percent (Table 3.6).

e Per capita benefits were very much more generous in Austria than in Australia — about
74 percent of per capita wages compared to about 27 percent, the OECD (20) average
being 42 percent.

e  Further, while in Austria, 7 disabled persons per 1000 of the population were in an
employment disability programme (subsidised, supported and sheltered employment),
the figure for Australia was 3.4, evenly divided between supported and sheltered
employment compared to the greater concentration on subsidised employment in
Austria (Table 5.3).

Although international definitions relating to disability may not be entirely consistent, these
figures do suggest that Austrian disabled persons are treated more generously than their
Australian counterparts. The legal requirement of employers to offer a certain proportion of
jobs to disabled persons may be a major reason for the higher employment rate of prime
age disabled persons in Austria, just as the sharp drop of the employment rate of older
disabled workers may be attributed to comparatively easy access to disability pensions from
a certain age onwards.

Income support and work incentive

How to balance adequate income support for those in need of it — a social protection
objective — against the economic objective of ensuring an adequate work incentive in order
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to increase labour force participation? This is one of the challenges of policy faced in most
countries.

The Australian social protection system relies on a number of provisions.

Men 65+ and women 62.5+ (to be raised progressively to 65+) are entitled to the age-
pension. This is maintained at about 25 percent of the total average weekly earnings figure
for single males. It is subject to an income/assets test and about 50 percent of pensioners
receive the full entitlement. Unlike the Austrian pension system and those of many other
European countries, it is designed mainly to alleviate poverty for those at the statutory
retirement age. The net replacement rate for those earning the equivalent of the Average
Ordinary Time Earnings is only 32 percent while the rate for those earning 150 percent of this
figure is barely 24 percent. Probably, because of the high effective marginal income tax rate,
barely 2 percent of age-pension recipients also engage in paid employment. The application
of household income test also imposes a disincentive for spouses of pensioners to seek paid
employment.

However, more recently, in an attempt to negate this disincentive effect, single persons
above pension age, pay no tax on incomes up to $ 20,500, the amount rising to $ 33,612 for
couples. Further, to encourage persons reaching pensionable age to stay longer in the
workforce, the Pension Bonus Scheme was instituted. This provides a tax-free lump sum for a
maximum of five years at which time the cumulative bonus amounts to about $ 27,000 for a
single person and $ 46,000 for a couple. Overall, a comparatively small number of persons
(about 68,000) have registered under this scheme?4.

In addition to the above schemes, there is the occupational superannuation scheme
(Superannuation Guarantee)'® which relies on tax deductible employer contributions of
9 percent of the employees' earnings. The tax deductions are age-related, ranging from
about $ 14,000 for employees below 35 to about $ 96,000 for those 50 and over. Prima facie,
such tax deductibility provision could be expected to encourage employment of older
workers. The entitlement under this scheme is not accessible before the age of 55, but this
age is to be raised progressively to 60 by 2025. The entitlement has been drawn mostly in a
lump sum rather than as an annuity to represent a pension. For many, the motive for such a
preference is to reduce their mortgage and other debts and so reduce their assets and
incomes in order to qualify later for the age pension.

14 We will argue later that greater scope exists for persons below the statutory retirement age to be retained in workforce
and that efforts directed at raising the labour force participation rate are more profitably directed at this age group.

15 Employers of workers below age 18 and over 70, paid less than $ 450 a month, and domestics working less than
30 hours a week are exempt form this provision.
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To encourage saving, any (voluntary) personal contributions made by workers to their
superannuation is subject to tfax deduction. Further, any contributions made by those earning
less than $ 28,000 a year, is matched by government contribution up to $ 1,500 a year.

Another source of welfare payment is unemployment benefit known as Newstart Allowance.
This is subject to a means-test and an 'activity' test as part of 'mutual obligations' requirements
for the unemployed - making a specified minimum number of job contacts fortnightly,
participating in approved training, community work, accepting 'suitable’ work offers etc.
Penalties leading to loss of eligibility can result from non-compliance. These requirements are
less stringent for older workers particularly those 60+16.

Finally'?, for those disabled and unable to hold a full-time or part-time job, disability benefits
and Disability Support Pensions (DSP), are available. For a large number of long term
unemployed, the DSP has been a means to exit the labour force. The proportion of persons
on DSP rises rapidly after age 50 — from 10 percent of 50 year-olds to 25 percent for 64 year-
olds. Some 35 percent of the inflow into DSP comes from those on Newstart Allowance. The
incentive to secure DSP is provided by the substantial differential (about 20 percent for single
persons) in favour of the DSP as against Newstart; it is non-taxable and is subject to a more
generous income test. Although those on DSP are allowed to be employed for up to 30 hours
a week, barely 11 percent of them do so, compared with about one-third for the OECD
average. The application of the household income test also discourages the spouses of DSP
recipients from seeking paid employment.

There is also the Australian Wage Subsidy Scheme which subsidises employers for employing
certain categories of disabled persons for at least 8 hours per week for at least 13 weeks with
reasonable expectation of exceeding 13 weeks. The maximum subsidy is $ 1,500 per
placement (Department of Family and Community Services, 2002). The number of
placements have so far been small.

On the above outline, the budgetary implications of the Australian welfare system, although
not to be ignored, will be less burdensome than those in most other OECD countries. This
provides Australia with the opportunity of being a little more adventurous in removing or
reducing income tests in those schemes which are likely to affect the work incentives of those
below the retirement age and their spouses. But more of this later.

In contrast, the Austrian public pension system provides an earnings-related old-age pension
with a relatively high income replacement rate. Due to the almost universal coverage and

16 |In addition, there are various means to assist particularly long term unemployed to find work (e.g., Intensive Support
Customised Service) or to become self-employed (e.g., New Enterprise Incentive Scheme).

7" The Mature Age Allowance introduced in 1994, was intended to assist certain categories unemployed persons aged
60-pension age who are not required to seek work actively or undertake training. This has been closed to new applicants
because it effectively encouraged early retirement.
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the high replacement rate, private occupational pensions are of minor significance. The
average nef replacement rate of retirees has changed very little over time, fluctuating
around 80 percent for men and reaching around 75 percent for women. In international
comparison, these are very high replacement rates — comparable to those in Sweden and
the Netherlands, significantly higher than in Germany and Switzerland, and much higher than
in the US, UK and Australia. In addition, these high replacement rates are reached relatively
early. At age 61, the net replacement rate is 73 percent — a level that would be reached
five years later in Switzerland. Women reach the replacement rates even earlier, as their
statutory retirement age is five years lower than for men (60 compared to 65)18. In 2003, a
third pillar of the pension scheme was infroduced, which flows from the severance pay
scheme. Accordingly, the employer pays 1.53 percent of the monthly wage fto every
employee (after one month of employment) into a so-called staff providence fund, which is
legally independent from the employer. Accumulated entitlements rest in the employee's
account, also in case of a change of employer. Upon retirement, employees may claim the
accumulated sum in cash or convert it into an annuity.

While one may noft raise ones income through work while on an early retrement scheme or
disability pension'®”, one may re-enter the labour market after reaching the statutory
retirement age and eligibility to old age pension. Up until the most recent pension reform in
2003, which came into effect in 2004, the accumulated public pension income could not be
augmented by postponing retirement for another year (ceiling of 80 percent). Thus, there
was little incentive for mature workers to remain in employment beyond the age of
refirement. This has been amended in the recent reform of the refirement system. In the
retirement regulation which came into effect in 2004, incentives to prolong employment
have been introduced, e.g., allowing the combination of old age pension with paid work
without means testing. The replacement rate has been reduced, however, by phasing out
the current practice of assessment of benefits on the basis of the 15 best years, as far as
wage levels are concerned, by 2028, and taking the income (and contributions) of 40 years
of work as a base. This raises the confribution equivalence of refirement pay; it will result in
lower replacement rates of groups of persons with frequent breaks in employment, e.g.,
persons engaged in unpaid family work, unemployed and persons with ill health.

As in Australia, another early exit route for mature workers in many OECD countries is o
access the disability pension. This is reflected in the age structure of the disability benefit
inflow. In 1999, the most recent year for which comparable data are available for a large
number of OECD countries, the ratio of the rate of inflow into disability benefits at age 55-59
over the rate of inflow at age 35-44 was much larger in Austria than in any other OECD

18 The gender difference in retirement ages will only be fully eliminated by 2033.

1% Only casual employment, i.e., a maximum of € 323.46 per month, may be earned while on early retirement,
disability or unemployment benefit.
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country, five times higher than on average across the OECD (Table 18). In contrast, inflow into
disability benefits was far below OECD average for workers at age 20-44 and just about
average at age 45-54.

The main reason for the large inflow into disability from the age of 55 onwards is the own-
occupation basis of assessment (Berufsschutz). This relies on a very narrow definition of a lack
of work ability, as capacity fo continue in one's normal occupation has to be proven rather
than general incapacity to work. The Austrian social partners have retained this regulation,
even though most other countries with similar regulations have abolished it (e.g., Italy 1984,
Norway 1991, the Netherlands 1994 and Germany 2001). The assessment process has been
fightened up in a number of countries: Portugal 1997, Sweden 1997 and United Kingdom 1995
and 2000.

Table 18: Inflow into disability benefits by age in infernational comparison
Age-specific disability benefit inflow rates, and rafio over age group 35-44, 1999

Inflows per 1000, by age group Ratio over age group 35-44
20-34 35-44 45-54 55-59 20-34 35-44 45-54 55-59

Australia 3.2 5.1 8.6 17.7 0.6 1.0 1.7 35
Canada 0.4 1.0 24 4.7 0.4 1.0 23 4.6
Denmark 1.6 3.1 7.0 111 0.5 1.0 23 3.6
France 0.2 0.7 1.9 4.7 0.2 1.0 28 6.9
Germany 0.6 23 6.9 18.5 0.3 1.0 29 7.9
Netherlands 8.3 11.6 15.6 12.0 0.7 1.0 1.3 1.0
Norway 3.3 8.5 18.2 36.9 0.4 1.0 21 4.3
Poland 1.6 71 18.1 11.7 0.2 1.0 25 1.6
Portugal 1.2 2.0 7.7 19.8 0.6 1.0 3.8 9.9
Spain 0.4 1.6 3.6 8.4 0.3 1.0 23 5.3
Sweden 1.9 5.0 9.6 19.8 0.4 1.0 1.9 4.0
Switzerland 24 4.4 8.5 141 0.5 1.0 1.9 3.2
United Kingdon 9.7 12.4 17.8 22.3 0.8 1.0 1.4 1.8
United States 27 4.5 7.8 13.9 0.6 1.0 1.7 3.1
OECD (14) 27 5.0 9.6 15.4 0.5 1.0 1.9 3.1
Austria

1980 0.6 1.6 6.8 234 0.4 1.0 4.4 15.0

1985 0.6 22 10.1 42.2 0.3 1.0 4.6 19.4

1990 0.6 1.9 8.3 37.3 0.3 1.0 4.3 19.4

1995 0.6 1.7 8.5 44.9 0.3 1.0 5.0 26.3

1999 0.7 2.2 9.5 34.9 0.3 1.0 4.2 15.6

2003 0.5 1.4 5.7 23.0 0.4 1.0 4.0 16.3

Source: Adapted from Table 4.9 in OECD (2003), Transforming Disability into Ability. — Note: Contributory disability
benefit programme only.

Summiarising the data

In substance, the complex data on labour market participation, employment characteristics,
employer practices, education and training, and health issues shown above, reveal
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similarities and differences in the experiences of Austria and Australia. These may be
summarised as follows:

In both countries, there is potential for the labour market participation of older workers to
be raised in order to offset the ageing of the workforce. This is reflected not only in the
substantial reduction in the present participation after 45, but also in the number of
inactive older persons who would like to return fo employment, in the number of
discouraged workers who have dropped out of the workforce, and in the number of
part-time workers who would like more hours of work.

Compared to Austria, there is a higher proportion of older workers in the labour force in
Australia, especially of women. The Australian employment rate for the 55-64 age-group
is also higher than the Austrian rate, and it has risen since 2000. The difference in
employment rates of older workers declines significantly between the two countries as
mature workers in Australia are often working less than normal working hours, contrary to
Austria.

The main reasons for the 50-64 age group being out of the workforce are illness/disability,
discouragement from further job search and, particularly for Austria, an 'early retirement’
culture and accessibility at 55 to an earnings-related pension system offering a high
income replacement rate.

The OECD has calculated the potential for greater participation for older workers, in
terms of the proportion of mobilisable labour resources, to be 43 percent for Australia
and 69 percent for Austria. Moreover, while in both countries, a substantial margin of
older workers drop out of the workforce before they reach the statutory retiring age, this
happens earlier in Austria. These margins suggest that higher priority should be given to
securing higher retention and hiring rates of the 50-64 age groups before they reach the
present statutory retirement age than to inducing greater participation from those
beyond that age.

There is evidence based on surveys and figures of hiring intensity by age, of
discrimination in employment of older persons despite legal constraints against
discrimination.

As between the two countries, Austria has a higher labour retention rate, greater
employment protection, an age-earnings profile which is higher and rises continuously
through to about age 50, and a lower hiring rate of older workers. These characteristics
manifest the existence of a strong seniority system as compared to Australia. The
provision of greater employment protection in Austria may be a factor in the much lower
hiring intensity of older workers. Another reason may be the stronger concentration of
older workers in industries and occupations of rapidly declining demand and thus
increasing skill mismatch between demand for and supply of older workers in Austria.
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Employability of older workers depends partly on their skills. Compared to the younger
age-groups, older workers are relafively less skilled, suffer greater long-term
unemployment, and receive less post-school education and training, while a substantial
number drop out of the workforce before they are 65. The magnitude of unskilled workers
is proportionately greater in Australia than in Austria while the reverse applies in the case
of the upper-skilled. However, in both countries, future older age cohorts are likely to be
more skilled than the present one, providing prospects for higher employment rates of
older workers and higher productivity growth.

To reduce unemployment of older workers while at the same time increasing the rate of
productivity growth, greater opportunity for fraining and re-training of older workers, a
life-long learning programme, is called for. In addition, although the proportion of less-
skilled persons is projected to fall, to accentuate this fall, there is need for more resources
and better organisation to be devoted to education and training of all ages. There are
no comparable Australian and Austrian figures on the incidence of training of older
workers but on the figures available, there may not be a great difference. Further, in
both countries the proportion of workers engaged in fraining falls substantially for the
older age group.

Employability of older workers depends also on their health. Better health can make a
distinct difference to their employability and longer participation in work. Moreover,
prolonged unemployment of older workers also aggravates their health problems. In
terms of self-assessed health, a lower proportion of 15+ Australians put themselves in the
category of good/very good/excellent than Austrians. But in both countries, the
proportion declines with age. European figures show that morbidity and mortality rates
are higher for those with lower educational qualification.

The incidence of workplace injuries affecting older workers, the extent of morbidity
among older persons of working age and the large proportion on disability pensions in
both countries, indicate the importance of dealing with health and safety issues. They
also suggest the need fo tailor the nature of work to the capacity of older workers as a
counter to the ageing of the workforce. Older workers in Austria have the highest
recorded job-related health problems compared to those in the EU. However, older
workers in Australia experience an even higher incidence of work-related injuries/illness
and have a higher rate of absence from work because of illness than in Austria. There
are also proportionately more work-related accidents in Australia. Although the
incidence of work-related accidents falls slightly for older workers in Australia, in tferms of
compensation cases, there is a substantial increase in the incidence and frequency of
cases affecting older workers.

The ratio of employment rates of disabled over non-disabled persons falls significantly for
the 50-64 age group compared to the 20-64 age group; and that rafio is substantially
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lower for the older age group in Australia compared to Austria and the OECD (14)
average.

The prevalence of disability rises with age and falls with educational attainment, the
latter probably because of the occupational nature of those with higher attainment. The
proportion of persons on disability benefits in employment in Australia is about
10 percent, most of the rest being inactive. The Austrian figure is a littfle higher but the
average OECD (14) figure is 33 percent. This suggests either that employment
opportunities for disabled persons are few or that the work-tests in the two countries are
not sufficiently stringent. The incidence of disability benefits recipients was higher than
unemployment benefits among persons with disability in both countries.

The Australian labour market for older workers appears to be more flexible than that of
Austria and several other European counftries in various ways — in terms of age earnings,
retention rates, seniority rights, job protection, the incidence of part-time/casual
employment, and hiring intensity. For Austria, over-time seems to be the main element of
flexibility allowing the retention of older workers. But changes are taking place with
pressures for relaxation of the seniority principle. For Australia, the forthcoming changes in
workplace relations foreshadowed by the federal government may be expected to
increase labour market flexibility even more. The ramifications of these elements of
flexibility on the employment of older workers needs fuller investigation.

The age pension schemes in the two countries differ markedly. The Australian system aims
to alleviate poverty on a flat rate basis and is subject to an income/assets test. The
Austrian system is a confributory scheme and is earnings-related. All confributors are
entitled to their pensions under this scheme which may be drawn upon at the age of 55.
The income replacement rate is around 80 percent for men compared fto about
32 percent in Australia for those retiring at the Average Ordinary Time Earnings figure. But
both have employment disincentives. In Australia, the high effective marginal income
tax; in Austria, the offset of pension benefits from any employment income. However, the
development recently of the occupational superannuation scheme brings the Australian
system closer to the Austrian, except that accessibility is to be raised from 55 to 60 and
entitlement may be taken out in a lump-sum.

Finally, it needs to be remembered that a substantial number of older persons in and out
of the workforce contribute voluntary services to the community. These services are not
included in the official GDP services; and nor are household services. Increasing labour
force participation of older persons and especially women, may well be at the expense
of the unrecorded services.
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Further research on older workers suggested by comparison of Austria and
Australia

The data analysed above suggest further research is needed to explain the following
questions:

e What are the positive and negative effects of greater labour market flexibility on the
employment of older workers?2

o  Why are work related accidents and illnesses higher in Australiag Does this suggest the
need for a workplace survey in both countries to discover to what extent enterprises
implement health conscious work practices?

e What are the underlying factors behind the significantly higher per capita disability
benefits in Austria — almost three times as great as in Australia : while almost twice as
many disabled persons are in employment?

e  What are the inter-relationships between the seniority factor, labour retention rate, job
hiring intensity, age-earnings profile, education and training and employment protection
in the two countries in ferms of the employment rates and productivity of older workers?

e What are the effects on part-time/casual and other contingent workers of their job-
fraining opportunities in Australia?2 Would something like the Austrian Temporary Work
Agencies coordinated by Centre link through JobsNetwork provide greater training
opportunities for such workers?e

Policy implications

The policy implications of these factual conclusions call for a consideration of appropriate
policy initiatives. The comparison between Australia and Austria has been illuminating. It has
pointed to the similarities and differences between them and suggested possible lessons for
each.

The EU has been active in laying down policy to increase higher participation by older
workers and the Austrian government has taken a number of steps to meet the EU's policy
objectives. Since the mid 1990s, early retrement schemes have been closed down, old age
retirement pension reforms in 2000 and 2003 have raised the effective age of retirement and
brought the various elements of the pension system more in line with each other, thus making
it more sustainable and atf the same time more equitable. In addition, various employment
and labour market policy measures were infroduced or extended to complement the
pension reform.
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In Australia, both at federal and state levels, a range of activities designed to deal with the
anticipated problems of ageing have been afoot for a few years?. The Australian
government has said that

Australia cannot afford not to remove barriers that inhibit ongoing participation in the
workforce by skiled workers regardless of age. Approaches include raising
community's awareness of the valuable confribution mature age workers can make;
education and retraining; challenging the myths ageing and learning and work; as
well as specific practical initiatives targeted at improving the productivity of the
mature age workforce. (Commonwealth of Australia 2004)

It should be said af the outset that appropriate macro-demand management is a necessary
condition for ensuring that the employable labour generated by various demand and supply
measures to be discussed presently result in actual employment. To activate the extra labour
without a sufficient number of job openings would frustrate the object of increasing the
employability of older workers. This is such an obvious point that it needs no elaboration.

The statistical evidence shows that there is considerable potential to increase the labour
force participation and the employment rate particularly of those in the 45-64 age group.
The potential is even greater for Austria which has a harder road ahead in dealing with the
economic problems of ageing. These problems call for concerted action in several ways —
removing unwarranted age-discrimination, removing barriers and delivering suitable and
accessible fraining facilities for older workers, ensuring a safe and healthy work environment,
providing financial incentives for older workers and those with disabilities to remain in the
workforce, generating adequate labour market flexibility — with implications for public policy
and human resource management and labour relations practices. We now consider these
issues for both countries.

Age discrimination

Reference was made above to the prevalence of age discrimination in both countries. In
Australia, State and Territory legislation prohibit discrimination and the application of
compulsory retirement age. At the federal level, age discrimination in employment violates
the terms of the recently enacted Age Discrimination Act 2004, which provides enforceable
remedies against such discrimination. However, the onus is on the complainant to prove that
the 'dominant’ reason for the alleged discrimination is age. So far legislation does not seem to
have had much impact on reducing age discrimination. There is evidence of age
discrimination in both hiring and retention. Table 2 suggests that age discrimination is

20 See House of Representatives Standing Committee on Employment, Education and Workplace Relations, 2000: and

Encel, S., 2003.
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substantial judging by the large proportions of older inactive persons, who believe that their
job-loss was due to their mature age.

For Australia, it may be necessary to change the basis of proof which requires the
complainant to prove that age was 'the dominant reason' for the complainant not being
employed. However, for most persons, resorting to legal proceedings is not the most desirable
course. The shortage of labour will o some extent modify employer attitudes but more active
publicity needs to be given on the capacity and employability of older workers. In recent
years, governments have given much publicity to changing the entrenched culture against
the employment of older workers (Goward, P., 2005; The Parliament of the Commonwealth of
Australia, 2000) as well as banning compulsory retirement age. The Australian Government
maintains that

There appear to be no barriers, in general, to mature age workers' capacity to
continue working. Research has shown that productivity declines little with age; the
quality of work is maintained, and can be improved; corporate memory is a valuable
commodity; the job turnover for younger workers is around 25 percent; there is no
observable difference between them.

Unions (Encel, 2003) and employer associations (Business Council of Australia, 2003) have also
been active in encouraging the employment of older workers. Less age discrimination
reflected in the retention and uptake of older workers may of itself be expected to reduce
the discouraged worker element among older workers evidenced by their lack of motivation
to continue job search or re-training.

A variety of Australian case studies suggest that while there are considerable individual
variations in the performance of older workers, the popular view concerning the incapacity
or lower capacity of older workers are not well founded?! (Pickersgill et al., 1996: Ch.4 ). Thus
in relation to the perception that older workers have 'deteriorating physical and mental
ability', it was found that in manufacturing and construction, their declining strength can be
accommodated by changing the style of working. In relation to the perception that 'older
workers are not receptive to new technology' , it was found that any initial difficulties were
overcome by appropriate training. Moreover, there was no evidence to support the
perception that older workers were 'more resistant to organisational change'. The same was
found in connection with the perception that older workers' lack the appropriate skills and
are difficult fo re-train'. Ultimately, while it will be employers who will decide on the
employment and retention of older workers, entrenched prejudices will need to be removed
mainly by publicity based on research findings.

Austria introduced the Age Discrimination Act at the same time as Australia, i.e., in 2004,
which represents a fairly late compliance to the EU directive (2000/78/EC) on equal

21 For case studies in Austria with similar results see Enzenhofer et al. (2004).
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freatment in the labour market22, It has been integrated in the Federal Law on Equal
Treatment (Bundesgesetz zur Gleichbehandlung — GIBG; BGBII/2004/Nr.66). Accordingly,
complaints against age discrimination in recruitment and selection of employees, payment
of wages and non-wage benefits, training and promotion, conditions of work and
retrenchment may be filed against the employer with the Commission on Equal Treatment in
the Ministry of Health and Women Affairs and/or independently in the courts. Before
addressing the Commission with a complaint, a person may turn tfo the ombudsman of equal
freatment (Gleichbehandlungsanwalischaft) for advice. The Commission may act on
complaints brought against an employer by examining the case, arriving at a decision and
informing the employer about a breach of law if such be the decision. It has no enforcement
powers; only courfs may enforce and sanction cases of discrimination. The courts are
required to take the decision of the Commission into account in their judgements. It is in the
spirit of the Austrian corporatist collective bargaining system that both, the employee's and
the employer's case has o be heard, which makes equal freatment cases rather lengthy
procedures. It is arguable that in the interest of the individual, the onus of proof of age
discrimination should lie with the employer. This would be against the tradition of Austrian
corporatism, however, and does therefore not find the backing of the social partners.

To what extent employees will use the legislative support for the equitable treatment of
persons of all ages to retain their jobs or to ensure promotion and continued training, is foo
early to say. One may, however, deduce from the experience of the Commission in matters
of gender equality that employees will take advantage of the legal provisions. It can be
expected that courts will be increasingly approached on matters of age discrimination,
particularly if early exit options are progressively reduced. As chances of re-employment of
older workers are slim, the question of the perceptions of employers and their behaviour
towards older workers are going to move centre stage, and thus also the issue of age
discrimination.

Education and fraining

It should not be assumed that age as such underlie all refusals to retain or employ older
workers. Considerations of skill and productivity in the context of changing technology and
the lack of re-training facilities may well underlie employer decisions. Accordingly, the
provision of fraining opportunities becomes an essential factor in the retention of older
persons in the workforce. The case studies referred to suggest that, in some cases, training
methods need to be adapted fo suit the learning capacity of older workers, a point
important for human resource managers to appreciate. Another study has found that the
pay-off fo employment for older workers from qualifications acquired later in life is 'as good,

22 For a detailed account of provisions concerning older workers in the Austrian Labour Law see Mayr (2002).
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and, in some cases, better than that acquired earlier' (Karmel, T. 2004:9). We discuss below
the task of management in dealing with older workers.

The evidence shows that possession of skill, employment and unemployment move together;
and that long-term unemployment of older workers and their lower activity rates are linked o
their lower education and skills. Not surprising, an OECD study (2004: Ch. 4) concludes that
there is a strong cross-country correlation between employment performance and
productivity relative to both initial education and adult fraining. An ABS 2004 Survey (Cat.
6220.0) of persons not in the labour force showed that 25 percent of discouraged jobseekers
'lacked the necessary schooling, training, skills or experience’. This is a heritage of their past
lack of education and fraining but it signifies the need for present and future generations of
young people to equip themselves with the education and skills needed for their future
employment prospects. However, the skill requirements for the employment of present
cohorts of older persons must also be attended to by training programs in the face of
structural adjustments and new technology reducing the demand for certain skills and raising
the need to update existing skills. The lower participation of older workers in work related
fraining underlines the importance of this point.

The training and re-tfraining needs, particularly of prime age and mature-age workers, raise
the issue of lifelong learning and the institutional arrangements for such a scheme. The
importance of life-long learning 'as a determinant of long-run growth in a knowledge-based
economy' has been endorsed by OECD Labour Ministers (OECD, 1998: 8).

In Australia, the developments in the educational and fraining structure since the
establishment of the Australian National Training Authority (ANTA)23, provide some necessary
ingredients of a system of lifelong learning — a nationally integrated system of vocational
education and fraining (VET), delivering modular based training programmes, nationally
recognised through the Australian Quality Framework to facilitate mobility throughout the
country, and portable qualifications based on competency evaluation related to what
students know and are able to do rather than on accumulated credits, and other flexible
pathways. Although the OECD has given lifelong learning a widely encompassing economic,
social and personal concept (McKenzie, 1999). ANTA gives primary emphasis to training and
re-fraining in order to develop skills and promote employability and competitiveness.

There are said to be weaknesses and deficiencies in the system, particularly on the matter of
quality and quantity of certain skills. However, ANTA is shortly to be abolished as from 1 July
2005. Its functions will be carried out by the Department of Education, Science and Training.

23 ANTA was a statutory body created in 1992 by agreement of the federal and state governments. This body delegates
various issues and processes to its several committees. It is administered by a Board consisting of representatives of
employers, unions and education. It advises and is responsible to the ANTA Ministerial Council made up of federal and
state ministers for vocational education and training. The Council sets annual national priorities to be implemented by
the Board.
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The federal government maintains that the new national training system will improve the
supply of skilled people required by industry fo maintain Australia's sfrong economic growth
as well as provide older workers with the opportunity for re-training?4. All this remains to be
seen, but the potential for an integrated structure to promote lifelong learning exists.

Austria realised in the second half of the 1990s, following its joining of the EU, that it was
expected to develop a system of lifelong leamning (LLL). Such a system is seen fo be a
necessary ingredient of a knowledge society, which is to ensure both, productivity growth
and social cohesion. It is an integral part of the co-ordinated EU employment and education
policy fo which Austria is committed. Accordingly, in 200225, Austria set about identifying the
state of its adult education and training, its curricular components, and its major providers
and consumers. A coordination team focusing on LLL was established in the Ministry of
Education, Science and the Arts (BMBWK), as well as a network of researchers sponsored and
coordinated by the LMS. Under the Constitution, the federal government does not have the
mandate to organise adult education and training. The Adult Learning Promotion Act of
1973, i.e., a federal law, obliges the states/provinces to provide adult learning without,
however, specifying procedures. Accordingly, a great variety and complexity of adult
learning institutions exists, without any co-ordination between them on curricula, teaching
methods and staff etc, or on matters of certification and recognition of skills. Adult education
and fraining providers comprise religious institutions, social partner training institutions, local
government and private sector 'second-chance' schools, community colleges and the LMS2s,
More than 50 percent of the adult further education and fraining is provided by the
educational insfitutions linked to one or the other social partner, i.e., the Chamber of
Commerce (WIFl) and the Chamber of Labour (BFI), most often commissioned by the LMS.

As the spectrum of further adult education is wide, various ministries are involved in
organising/overseeing adult education. The Ministry of Economic Affairs and Labour has the
responsibility of framing vocational orientation education and training in particular through
the LMS. The Ministry of Health and Women is responsible for the health and care professions.
The Ministry of Social Security, Generations and Consumer Protection has the mandate for
the handicapped, older workers and families, while the Ministry of Agriculture is responsible
for the agricultural and forestry professions. Thus, there are no special programmes for older

24 |n this connection, the federal government has said: Our goal is to ensure that in the future, Australia's training system
will be even more responsive to the ever-changing needs of industry. The training system will continue to build its
reputation with young Australians, broadening their options after school. It will attract mature aged Australians back to
study, and provide them with specialised skills, and pathways to new careers. The new national training system demands
a cooperative and collaborative approach between the Australian Government, States, Territories, business and industry
to deliver nationally recognised qualifications of a consistently high quality.

25 See the Austrian Lifelong Learning Report presented to the EU Commission in 2002 (BMBWK, 2001), also CEDEFOP
(2002), Schneeberger (2001), Schneeberger and Schlégl (2004).

26 Representatives of the social partner institutions are members of the board of directors of the LMS.
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people, but they may participate in whatever is available for adults. In order to facilitate the
access of older workers to the various options for further education, a central co-ordinating
agency is called for to raise the awareness level of older persons about the various schemes
and the costs and opportunities associated with them.

In the context of lifelong learning, the role of initial and further education has to be taken into
account, as they are both, complements and substitutes. To the extent that initial education
is more comprehensive and effective, the less elaborate and wide-ranging further education
needs fo be. One can be a substitute for the other, as may well be the case for many
people. But for those with limited initial education, further education is a compelling factor in
their employability. It is a case of working on both fronts, especially in view of rapidly
changing technology and products.

This gives rise fo two questions. First, whether a sufficient proportion of the workforce has the
necessary capacities or commitment to engage in lifelong learning. An OECD survey of
perceived barriers in job or career-related continuing education and training among adults
in a number of countries including Australia, shows that for nearly all the countries surveyed,
sifuational barriers (too busy/lack of fime, family responsibilities etc) made up about three-
quarters of the reasons for non-participation. And for most of the countries, financial barriers
accounted for about 20 percent of the reasons (OECD, 2000: Table C7.7). Thus there are
barriers to overcome not only on the side of employers but also on the part of older workers
many of whom are discouraged or reluctant to engage in fraining? in order to secure their
jobs and avoid early retirement2s,

Second, whether the prevailing tendency especially in Australia to employ part-fime and
casual labour, to emphasise on labour market flexibility, to engage in downsizing and
outsourcing, is consistent with the requirements of lifelong learning (Hopkins, 1999). The
accumulation of human capital through lifelong learning calls for employee commitment to
the enterprise; but it also requires employer commitment to the income and career security
of its employees. Appropriate industrial relations and human resource management policies
need to go hand-in-hand with lifelong learning policy. For 'enterprise-based tfraining to be a
major source of what deserves to be called lifelong learning rather than intermittent
competency acquisition, the enterprises will be the ones that value and enhance their
intellectual capital, in an atmosphere of shared trust and commitment, and where learning is
not a separate activity but instead is implicit in what people do all the time' (Hopkins: 6).

In order to overcome this problem, at least partly and a second best course, Hopkins
suggests (p.11) that where there are difficulties of long-term relationship within the

27 See, for example, the finding of the House of Representatives Standing Committee on Employment, Education and
Workplace Relations, 2000:90.

28 The tentative conclusion based on an analysis of a 1993 Survey is that improving course availability during working
time might enable more older workers to undertake training (Wooden, M. et al., 2001).
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establishment of particular employers, it should be possible under the ANTA scheme for such
employees to establish a long-term relationship with providers of VET — the Registered Training
Organisations — which, through their close links with employers, are in a position to offer
guidance and relevant learning opportunities and, in that way, provide some continuity of
employment, although not necessarily with the same employer. With the Department of
Education and Training taking over the functions of ANTA, such an arrangement deserves
serious consideration. It may be more appropriate for Centre link to assume a coordinating
role in such a scheme through JobNetwork?.

In this connection, the Austrian example of the system of 'temporary workers' is relevant and
deserves consideration as a concept to be followed in Australia with suitable modifications. A
particularly successful road for unemployed older workers to re-enter the labour market is
through temporary work agencies (TWAs). They are the institutional bridge between the
outsiders and insiders. Once in an enterprise as a tfemporary worker, it is possible fo check the
adaptability and capacity of the worker to integrate into more sustained employment. If this
experience is positive, temporary workers may transfer from the agency to an employer. This
practice was en vogue well before Austria allowed TWAs to engage in job-placement
services in addition to the sub-contfracting of employees in 2002. The legal change was,
however, the beginning of an active co-operation between the Labour Market Service (LMS)
and TWAs in the area of job placement. As a result, TWAs registered their job openings
increasingly with the LMS — in 2003, three major private sector personnel leasing firms were
among the top ten employers of unemployed registered with the LMS. The LMS has finally
come around to embrace the potential for collaboration with private placement agencies in
order to improve job matching and to decrease public sector costs. Increasingly, non profit
TWAs enter the matching scene, promoting the employment of hard-to-place unemployed.
The distinguishing feature of non-profit TWA is that they provide training to the employees,
which is financed by the LMS, in times when they are out of work. The increasing employment
of (mature) workers on the basis of an employment contract with the TWA rather than the
employing company leads to a fragmentation of internal labour markets and is one way of
overcoming seniority wage schedules.

It should be noted that in Austria, frade union membership is in no way discouraged by TWAs.
This may not be the case in Australia if the experience with agency employment and
contract workers is anything to go by. In the context of the forthcoming workplace changes,
even greater exclusion of unions form such a scheme may be expected.

29 Centre link is the access point for processing unemployment and other welfare claims and for referring unemployed
persons to the JobNetwork, which is a national network of private and community organisations concerned with finding
jobs for unemployed persons.

WIFO



— 62 —

Safe and healthy workplaces

As mentioned above, the stafistics comparing the two countries, show that there are
proportionately more work related accidents, a much higher incidence of work-related
injuries/illiness and a higher rate of absence from work because of iliness in Australia. We have
also noted that this needs further investigation. An incidence of 20 compensation cases per
1000 employees for age 50+ workers and about 45 accidents per 1000 employees for those
aged 45+, while not alarming, are high and cannot be regarded as satisfactory. The high
incidence in certain industries — agriculture, forestry and fishing, mining, manufacturing,
construction, and health and community services — and in certain occupations — labourers,
fransport workers and tradespersons and related workers — indicate where the problems lie.
The rising incidence by age of reported disease cases may partly explain why 31 percent of
retirees aged 50-59 did so because of health or injury.

Health problems for many older workers may have their source earlier in life for a variety of
reasons, possibly aggravated by their work environment. For some, prolonged unemployment
may well add to their health deficit. The high proportion of persons aged 45+ who were not in
the labour force because of disability, illness or injury (Table 18) suggest that problem is not
minor. The nature of work, from manual to physically less demanding work opened up by
new technology and in the knowledge-based industries, provide greater scope for fitting
older workers info jobs. And reducing the risk of accidents and injury.

Australian governments at federal, state and territory levels, employer bodies and trade
unions have been conscious of the need for a healthier and less accident prone work
environment. This is manifest in their commitment contained in the National OHS Strategy
2002-2012 (Commonwealth of Australia, 2002) to improve the health and safety of
workplaces. Another inifiative is to assist in the rehabilitation info employment of disabled
workers. Each State, Territory as well as the Commonwealth has its own set of OHS legislation,
some modelled on the Victorian Act of 1985, regarded as the most comprehensive in its
approach to OHS. Further improvements were incorporated in the 2004 Act (Creighton and
Stewart, 2005: Ch. 19).

The higher accident rate at the workplace and higher absence from work because of illness
in Australiac compared to Austria suggests that the former's occupational health and safety
arrangements could be improved. On the principle of 'self-regulation’, the responsibility for
implementing OHS systems rest on employers subject to the requirements of the relevant Act
including its prescribed penalties for breaches of the Act. However, it appears that
convictions are few and fines are small (Creighton and Stewart, 2005: 597). In recent years,
there is international acceptance of the concept of Systematic Occupational Health and
Safety Management (SOHSM) which in essence involve 'management planning and
allocated responsibilities; employee consultation; and specific programme elements
(including the specification of rules and procedures, training, inspection, incident reporting
and investigation, hazard identification and prevention, data analysis and system monitoring
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and evaluation' (Gallagher et al., 2003:69). This is a laudable and demanding concept,
calling for a high level of management commitment to the procedural requirements and
acceptance of formal employee participation in OHS committees. There has existed
cooperation between governments and their agencies, employers and unions af the
national level. But self-regulation does not work effectively unless backed up by significant
deterrence and an active monitoring system. In Australia, the inspectorate is under-resourced
and the implementation of the SOHSM concept is neither widespread nor rigorous (Gallagher
et al., 2003; Saksvic and Quinlan, 2003) This is particularly so in small firms which make up the
vast majority of enterprises and where large proportion of contingent workers are employed -
casuals, part-fimers, contractors and agency employees — a feature of the flexible ethos30.
Although the employer is mainly responsible for health and safety in the workplace, most
large companies have OHS committees in which management and employees are
represented. Yet, each year some 120,000 workers suffer a work-related injury or iliness
requiring more than five days off work3!.

The Austrian authorities are convinced that preventive screening programmes raise the
health status of people at all ages, and thus promote their ability fo work32, In order to
develop cost-effective preventive health care programmes, the social security services in
Austria have embarked on a review of their activities in primary care in 2004. On the basis of
an analysis of the best practice primary care screening and counselling programmes in the
USA, Australia, Canada, the UK, Germany and Finland, Austria is currently putting fogether a
programme mix — with the help of the Netherlands Institute of Primary Care Research (NIVEL
in Utrecht) — adjusted for the local demand and epidemiological situation in Austria. The
Austrian health authorities are implementing these new cost-effective programmes in 2005 to
promote healthy ageing.

Thus, Austria has not yet implemented a comprehensive system of healthy ageing. Basically
the employer has to ensure that employees who are working in an environment which may
cause occupational diseases are given regular check-ups (Employee-protection legislation
1994, ASchG). Ideally, however, workplace measures to maintain work ability should target
both the worker and the job. A comprehensive programme of actions should simultaneously
focus on enhancing the workers' personal resources (physical, mental and psychocognitive
coping ability) as well as the work environment, workplace relations and work processes.

30 The Australian Capital Territory was the first (2003) to provide for a finding of manslaughter in the event of death
resulting from lack of care by the employer. Under more recent New South Wales legislation, an employer found to have
been reckless in the case of a workplace death, faces up to five years goal as well as a hefty fine.

31 www.nohsc.gov.au/OHSInformation/NOHSCPublications,2/06,/2005).

32 On average, about 13 percent of the adult population undertake a preventive health check (Figure for 2002),
17 percent of the 50-64 year-olds. It would seem that so far there is either limited public awareness of the availability
free of charge of annual preventive health checks to every person from 19 onwards, or there is no appreciation by the
public that the use of these facilities may significantly improve their health in the long run.
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Obviously, the former is an essential part of coping at work, but the latter is equally important.
Weak work performance may be the result of excessive physical, mental or psychological
stress, conflicting combinations of job demands and control, or simply bad management and
work organisation (see Gospel, 2003).

As we have suggested above, in order to discover to what extent enterprises do implement
health conscious work practices, and to what extent they see the need for it, a work place
survey should be undertaken in both Australia and Austria. That could serve as a basis for
developing institutional support for the implementation of a comprehensive system of human
resource management policy. In Finland, such a workplace survey was undertaken in 1997 to
set the scene for the development of a comprehensive support network for employers and
employees with the object of improving health and work ability and thus raising job
performance and productivity (Finnish Institute of Occupational Health).

Before implementing a system of healthy ageing in the workplace a review of the current
financial incentives may be called for, as currently in Austria workers receive a compensation
for unhealthy working conditions, often in the form of a bonus or benefit. Such benefits may
enfice particularly young and healthy workers info such jobs, thereby jeopardising their
health in the long run, but reaping higher earnings in the short run.

Social protection and employment incentives

The guestion of how to balance adequate income support for those in need of it while
ensuring an adequate work incentive becomes even more important in an ageing society
where claimants for income support may be expected to rise. Our review of the various
support schemes in the two countries suggest that the Austrian pension scheme and its
accessibility at 55 encourages early retirement from the workforce and may partly explain
the lower effective retiring rate and the larger proportion of older inactive population in that
country. The most obvious but politically difficult course, especially because it has been a
feature of Austrian welfare policy for generations, is to raise the age for accessibility. This is the
course being followed in relation to the Australian Superannuation Guarantee scheme which
has been in operation for less than 20 years. And in respect of the Australian non-contributory
means-tested age-pension scheme, it is only available at the age of 65 for men and 62.5 for
women, its availability for the latter projected to rise 1o 65. While it may be possible to induce
those beyond 64 to stay in employment by reducing drastically the effective marginal
income tax, we have suggested that the more fruitful course is to encourage those in the 45-
64 age group to stay in the workforce. The potential through training and more appropriate
work practices to make a significant difference to labour force participation is greater for this
age group.

In Austria, to raise the retention rate, non-wage labour costs were reduced for older workers;
a bonus system for hiring older unemployed workers was infroduced together with penalties
for retfrenching mature workers (bonus-malus). In addition, active labour market policies
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focused increasingly on education and training of older unemployed workers, whereby a
partficularly effective re-integration measure for older workers, emplacementss, was stepped
up. Another major reform step has been the complete overhaul of the severance pay
scheme thus effectively promoting the mobility of workers at all ages. In addition, the
unemployment benefit scheme was reformed for workers over 45, who have repeated spells
of unemployment, to receive unemployment benefits based on their earnings level at age
45, if it was higher than the current earnings, thus reducing the unemployment trap of mature
workers who have lost wellpaying jobs in declining industries and little opportunity to employ
their skills in occupations with employment growth. Also the question of seniority pay schemes
is beginning to be addressed as well as the flexibility of working hours. These are important
reform steps in the right direction, but further reforms are needed to achieve the EU targets of
Barcelona and Stockholm, i.e., an employment rate of older workers of 50 percent and an
increase of the age of labour market exit by five years until 2010.

Both, Australia and Austria, face a problem in relation fo its disability pension scheme which,
because of its differential benefits in favour of unemployment benefits, has tended to
encourage a movement from unemployment to disability benefits. While there may a good
case on grounds of needs for such differential, it calls for a closer examination of the basis on
which disability benefits are granted. This point has even greater force for Austria where the
disability test is very lax. The OECD (2003:11) has argued that the term 'disabled' should not
be equated to 'unable to work', and that the medical condition and resulting work capacity
of claimants should be re-assessed periodically. Further, a 'culture of mutual obligations'
should be infroduced, requiring claimants to participate in rehabilitation and fraining
programmes, search activity and some of form of employment - regular, part-time,
subsidised or sheltered.

As was noted above, these figures suggest that Austrian disabled persons are treated more
generously than their Australian counterparts. What bearing greater generosity has on labour
force participation is not clear and deserves further study. However, it appears that the
relafive employment rate of disabled over non-disabled persons is significantly higher in
Austria for both the 20-49 and the 50-64 age groups (OECD, 2003B: Table 3.4). This is most
probably due to the legal requirement to employ disabled people. Whether productivity is
impaired by what may be regarded as humanitarian welfare-oriented policy deserves further
investigation.

Labour market flexibility

What has also emerged from our comparison of the two countries is that the Australian labour
market is in many ways more flexible. It is tempting fo conclude that this fact explains, af least

33 This is a confract between the LMS and the employer, in which the enterprise employs an unemployed under the
condition that the LMS pays/provides the job specific training required for that job.
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in part, the higher Australian labour market participation and activity rates of older workers.
But further work needs to be done on this question for a more confident conclusion. In
Austria, flexibility of working hours appears to be the employers' preferred instrument of
adjustment fo demand fluctuations. For workers, this is encouraged by tax regulations — the
tax on the first five overtime hours per month is very low. For employers, the large amount of
overtime indicates that transaction costs associated with recruitment and training are high,
and that, together with the seniority principle, they constitute a barrier to labour market entry.
Strong corporatism and an effectively structured system of industrial relatfions favour both,
functional and working hours flexibility (Biffl, 2000).

Although well short of the Australian figure, part-time work in Austria is among the highest in
Europe. Much of the employment growth in the last two decades has been part-time female
employment (OECD, 2004 — Employment Outlook) which, for older women, stands at just
below 40 percent of female employment. But much of the potential of older workers to work
part-time is still untapped.

However, change is on the way in Austria. The flexibilisation of work and wage systems and
the linkage of market and household sector work represent a challenge to traditional norms.
The re-organisation of work puts the seniority wage schemes under attack. Pay for
performance, either individual or collective, is becoming an important determinant of pay.
Increased pay on grounds of length of service is only justified, if increased duration of service
is linked to increased responsibility and/or productivity. Micro-economic reforms, such as
team-based incomes and multi-skilling initiatives, are interacting with pay scales to eliminate
or reduce any income associated with length of service. However, a seniority system has an
advantage where job-related training is available. It is consistent with higher productivity and
career prospects for older worker.

The other side of the coin is that the Austrian social security schemes — pension and disability
benefits — enable workers to drop out of the workforce in greater comfort. How far these
conventional standards can be lowered — at least for those below retiring age — in order to
assist in meeting the ageing problems, is a political challenge which needs to be faced in a
country where a high level of social security has been a political imperative.

Labour markeft flexibility is inherently neither good nor bad. It has to be considered in relation
to its effects on employer profitability, workers' security and the national interest generally. In
so far as flexibility applies to work and fraining practices designed to encourage the
employment of older workers, as discussed below, it is to be commended. However, we have
noted certain negative features of flexibility associated with part-time, casual and other
forms of contingent employment relating to employer provided training and OHS. The
inflexibility created by the Austrian seniority system at least provides greater inducement for
employer training than the more flexible Australian system which regards older workers as less
profitable to frain. In the case of OHS, comparing the two countries, we have noted the
higher accident rate in Australia and the neglect of compliance with the guidelines
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particularly in SMS firms. Thus certain elements of Australian flexibility may work against the
employment and employability of older workers.

In this connection, for both countries, greater labour market flexibility must go hand in hand
with actions to ensure that appropriate work and income support will be found for those who
are the casualties of flexibilisation. The greater labour market flexibility foreshadowed by the
recent proposals of the federal government for changes in the industrial relafions system,
raises even more compellingly the need for easy and supported access to education and
training, especially of older workers.

Implications for human resource management and industrial relations

The above account of the various issues relating to the ageing workforce — discrimination in
employment, deployment and training, OHS, flexibility elements — have implications for
human resource management and industrial relatfions. There has been a large number of
international publications dealing with HRM and ageing in recent years, showing that
academics have been conscious of many lessons for dealing with the ageing question at the
workplace. A European study (European Foundation for the Improvement of Living and
Working conditions, 1997:11) has adopted the following five elements of good practice in
age management:

1. Job recruitment and exit;
Training, development and promotion;
Flexible working practice;

Ergonomics and job design;

o > 0D

Changing attitudes towards ageing workers. (Casey, Metcalf and Lakey, 1993.)

Based on case studies in a number of European countries, the study found that the
implementation of these practices calls for commitment from senior management, a
supportive HR environment, commitment from the ageing workers involved and careful and
flexible implementation. An Australian study (Gelade, S. et al., 2003) dealing with the
conditions under which older unemployed workers with low prior education can secure
employment through education and fraining, substantially confirmed the European findings
but also stressing the need to create 'a safe and non-threatening environment'.

Conscious of the ageing workforce, the Australian Public Service has set in motfion changes in
its recruitment, employment, training and retention of older workers. Of particular interest is its
flexible working arrangements (including flex time and varying span of hours, variable part-
time work, job sharing, tele-commuting) in order to increase the retention of older workers. It
has also made provision for phased retirement and changing job roles (Ausfralian Public
Service Commission, 2003). A Canadian study proposes 'flexible' retirement to meet the
preferences of older workers (Agarwal et al., 1998).
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In Austria, an increasing number of enterprises is running into scarcities of specific skills, which
has generated a turnaround of management in their judgement of older workers' work
capacities (OPWZ, 2003, Leo, 2000, Synthesis, 2003). In these instances, management is
addressing the weaknesses of older workers, by amending Human Resource Management
and implementing age management. According to Buck and Dworschak (2003: 27-46), this
entails the establishment of an age-balanced work force, age-appropriate job design,
preventive occupational health measures, implementation of life-long learning and broad-
banding of skills, promoting intergenerational knowledge transfer (intangible skills) and
systematic integration of older workers into innovation processes.

In Austria, various enterprises have developed age management strategies since the mid-
1990s. The development of such a strategy commences with an analysis of the status quo in
the form of a standardised survey among employees as to their work stress, the
characteristics of their job, organisational and social resources of the enterprise, subjective
feelings of wellbeing (SALSA-Questionnaire), i.e., a salutogenic analysis of work, in addition
sick leave data are analysed as a complementary piece of information34. Management is
then confronted with the results of the survey, whereupon procedures for the infroduction of
productive age management are decided with the active participation of employees.
Usually such a process lasts for a couple of years, during which fime it is monitored and
analysed by consultants and/or researchers in relation to a control group. A general feature
of productive age management is a significant reduction of sick leave, an improvement of
work motivation, reduction of stress and a boost to productivity. Accordingly, age
management is an age diversity programme, not a programme for the aged. Often not one
consultant alone helps with development of productive age management, but a
combination of specialists participate, e.g., experts in the area of flexible working hours and
pay systems (www.ximes.com is one of the more successful consultants in this area in Austria,
see Gdartner et al 2001) together with occupational health and stress experts (e.g.,
www.worklab.at, Karazman et al., 1999). Accordingly, age management is an age diversity
programme, not a programme for the aged.

Our reading of the literature suggests that although much has been written on the subject,
more work needs to be done in this area by case studies in different industries and size of
firms. A British study (Taylor and Walker, 1998), although based on management perceptions,
provides an excellent model for such investigations, at least inifially. This study noted that
older workers should not be treated as a 'homogeneous' group. They vary in skill and
educational backgrounds. However, on a survey of the attitudes of personnel managers and

34 Salutogenesis is a concept created by the medical sociologist Aaron Antonovsky (1979 and 1987) to refer to a new
approach to health promotion and needs assessment. It examines the creation of wellbeing by looking at successful
coping strategies and health. Salutogenesis examines the underlying social constructs, the broader picture, in order to
both define the health problem and to search for coping resources or mechanisms. Salutogenesis also lays the
foundations for a new discourse on how to tackle the increasing inequalities in health of socio-economic groups.
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directors on employment practices of 500 enterprises with 500 or more employees, the study
found that, on balance, older workers were likely to be thought incapable of heavy physical
work, difficult to train (and, anyway, not keen on training), resentful of taking orders from
younger people, lacking in enthusiasm for technical change and liable to be just 'marking
time' until retirement'. These conclusions contradict some of the Australian findings referred to
above. But there were also positive findings with older workers 'being seen as likely to retain
plenty of 'mileage’, as being reliable, productive, flexible, less accident prone and not
lacking in creativity'. (p. 630) However, overall, although pointing to 'the considerable
complexity in the way age is constructed at the workplace', the study 'provides some
evidence of the social exclusion of older workers based on negative stereotypes.' (p. 654) It
found that few enterprises had a 'specific policy of trying to recruit more older workers', and
that many managers appeared to be unaware of the demographic changes and their
effect on their workforce structure. (p. 649) A similar finding was made about employers in the
Netherlands. Only 13 percent of employers surveyed saw older workers as a potential source
of labour. (Remery et al, 2003). Austrian employers have similar stereotypes as to the
potential of older workers (Enzenhofer et al., 2004); while Austrian employers are aware of
demographic ageing, many do not expect to run into labour scarcities for some time,
therefore not seeing any need for a change in management practices.

A smaller study based on four cases in the UK and Australia, sampled both employees and
managers (Brooke and Taylor, 2005). It found the persistence of age-stereotyping, a
tendency to prefer younger workers for skills development, thus determining the deployment
of younger and older workers; the fendency to direct redundancy packages to older workers
and so losing the benefit of experience; and persistent tension between young and older
workers especially when the former were placed in supervisory positions over more
experienced older workers. It concluded that 'ideally, organizations should deploy employees
in accordance with their individual aftributes and capacities rather than by making
assumptions based on age.'

In Austria, workers have been surveyed on their view on prolonging employment over the life
cycle. Accordingly, workers are only just beginning to see that longer labour market
parficipation is needed in an ageing society, not least because of the implications for the
level of their retirement pay. Asked if they want to contfinue to work longer3s, older workers
with various educational and occupational backgrounds, unisono come up with one major
message: they would not mind working longer if only attitudes towards them as older workers
were more favourable. They do not see themselves as incompetent, unwiling to adapt etc.,
but their perception is that this view is not shared by employers and the general public. They
do admit that certain aspects of work become harder with age, e.g., increased speed and

35 Qualitative interviews were undertaken in 2003, commissioned by the LMS. For details see Enzenhofer et al.

(2004:190-92); also Flecker et al. (2003).
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time pressure, as well as physically strenuous work. While they would like to remain in their
type of job — because this is where they can put their experience to good use - they would
prefer to have reduced working hours on condition that this is not linked with deskiling and
financial loss.

Austrian survey data provide a somewhat different account from those referred to above of
the relative capacity of older workers. According to a working condition survey (Hofinger,
2004)3¢, older workers find work somewhat more stressful (seelisch belastend) than younger
workers (27.7 percent compared to an average of 24.3 percent). Time pressure is a sfress
factor for some 43.5 percent of older workers (50+), however, this is no more than for most
prime-aged workers; only under 30-year olds tend not fo be stressed by time pressures to the
same extent. Older workers find it more difficult than young and middle aged ones to adapt
fo technical and organisational change (17 percent compared to an average of
15.5 percent) and to changes in work processes and demands (19 percent compared to an
average of 17 percent). And older workers are significantly less confident than youth and
prime age workers about the appropriateness of their skills in 5 years from now (30 percent
say that they believe that it will not be adequate compared to an average of 20 percent).
While these figures indicate that there is some truth in the belief that older workers cannot
cope to the same extent as young and middle aged ones with the work environment, the
differences are not large. This suggests that organisational changes dubbed 'age
management' could pave the way for a more efficient use of the labour resources of older
workers.

The interviewed older workers did not only stress the need for changing atfitudes of
employers but also that of the general public. Understanding by the latfter is needed to
accommodate what will involve a change of people's 'life plans' (Lebensplan) because in
planning their working life and time of retirement, individuals can do so more confidently on
the basis of information and a general acceptance and understanding of their new role in
an ageing society. At present, Austrians have a pronounced preference for a long period of
retirement. As refirees they engage to a large extent in unpaid honorary community services,
often as helpers of NGOs and other non-profit institutions and associations. For older workers
to engage in paid work for a longer term will call for a change in the work/retirement
paradigm with significant impact particularly on those institutions that currently depend to a
large extent on the unpaid and voluntary services of older persons. Obviously, more research
is needed to establish their current role in civil society and what a change in paradigm away
from unpaid to paid work would imply for society.

We have stated that there is evidence of age discrimination, much of it based on worker
perceptions but also on the actions and manifest attitudes of employers. Thus, it is evident in

36 Some major results of the working conditions survey (Arbeitsklimaindex) can be found on the homepage
http://www.arbeitsklima.at
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downsizing exercises that older workers have been targeted and handsome retirement
packages have been offered to older workers (Dawkins and Littler, 2000:51; Arrowsmith and
McGoldrick, 1997; Mulvey, 2003). Perhaps the era of frenetic workplace rationalisation is over
and something may have been learnt about the loss of experience and memory in
workplaces. Although the greater reliability of older workers is generally noted, as mentioned
above, there are mixed findings on their cognitive ability and the speed with which they can
absorb new material. It is obviously a case of 'horses for courses'. Thus the task of HRM intent
on retaining a larger proportion of older workers, is to ensure appropriate tasks and fraining
programmes are directed at older workers. One Australian study finds that on the basis of the
costs of labour mobility, recruitment, fraining, absenteeism and work injuries, 'there are
moderate cost gains in employing older workers compared to younger workers' (Brooke,
2003:279).

It would appear then, that in addition to anti-discrimination laws, much management
education is needed to overcome entrenched atfitudes about the trainability and
employability of older workers, and to provide them with appropriate training and work
practices’’. Importantly also, on the side of supply, a cultural change is needed among older
workers about their capacity to be re-tfrained if necessary and to stay longer in the workforce

The implications for industrial relations based on unions and collective bargaining have not
featured prominently in this paper. However, the difference in the role of unions and
employer association is significantly different in the two countries. We have noted that af the
national level in Australia, federal and state governments, supported by unions and employer
associations, have been actively advocating the case for employing older workers in larger
numbers. In Austria it is the social partners rather than government which have increasingly
established themselves as the national platform on matters of employment of an ageing
work force by addressing the issue of implementation of age-management in a micro- and
macro-economic context. They have established a website (http://www.arbeitundalter.at/)
which functions as a knowledge databank on issues of work organisation which may be
expected to confribute to the sustainability of productivity of an ageing work force. It is
effectively a virtual personnel consultant on issues frequently voiced by employers as
problematic, in particular obsolescence of skills, loss of work motivation and confidence in
their ability on the one hand, and, on the other, the changing work environment that affects
older workers more than young ones. In addition, it provides the links to private and public
expert institutions for more help and advice38. Further, at the workplace level, worker

37 In the US, an increase in jobs requiring little physical effort among workers aged 55-60 has been recorded (Johnson,
2004).

38 |t is interesting to note that In Austria it was only in the second half of the 1990s that unions and the Chamber of
Labour began to see the need for policy to prolong the employment of older workers. Because an over-supply of labour
is expected to persist until at least 2015, the unions continue to be reluctant to support the closure of early exit routes for
older workers. The unions stress that unemployment and early exit of older workers is at least partly the result of a lack of
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participation either directly or via union representatives in the form of works councils, is a
strong feature of Austrian and other EU countries (minus the UK).

In contrast, in Australia managerial prerogatives in determining working conditions, labour
deployment efc. with little, if any, worker/union consultation, are taken for granted. As has
been noted, even worker participation in OHS matters is not widespread. Against the
background of forthcoming legislation marginalising unions even more, the burden of
dealing with the requirements of a positive policy to engage a higher proportion of older
workers in fraining and employment will fall entirely on management except where union
power still prevails. It is difficult to speculate on whether such untrammelled power in the
hands of the employer on many of the issues relating to older workers raised in this paper will
yield the desired outcome. Time will tell.

Implications for public policy

It will be apparent from the above that Australian governments at federal and state levels
have not only been conscious of the need to raise the labour force participation and
employment of older workers, but they have also been active in pursuing this objective in a
variety of ways. While governments, employer associations and unions have been
concerned and vocal about the ageing problem, it is not clear that the implications of an
ageing workforce have filtered down to many employers®. In Austria, as mentioned, the
social partners have a leading role in determining employment policy. With the high
unemployment following industrial restructuring in the 1980s and 1990s, priority was given to
the employment of youth while encouraging the exit of older workers with golden
handshakes. With the realisation of the consequences of an ageing workforce and driven by
the government and EU policy on an ageing workforce, the social partners have somewhat
belatedly embarked upon active formulation of age management policy.

As a result of policy action, the outlook for the standard of living in both countries is not as
gloomy as may appear at first glance if only because of the smaller size of families will allow
income per capita to be sustained at a higher level than might be the case for larger
families. Further, with more skiled cohorts moving into the older age group, the outlook for
productivity growth is also positive. Moreover, the market may be expected to respond to

demand for workers particularly in those skill segments in which older workers tend to be overrepresented. They point out
that in the circumstances, there are limits to which institutional efforts, addressing only the supply side of employment,
can succeed in increasing the employment rate of older workers.

39 In this connection, it is hardly necessary to add that the teaching of HRM courses at universities and other tertiary
institutions, by giving special emphasis to issues relevant to the employment and retention of older workers, could have
an important bearing on managerial attitudes and practices. Such courses backed by increasing research would dispel
the current situation said to be one where 'the normative and prescriptive rhetoric and policies have developed faster
than evidence-based knowledge' (Brooke and Taylor, 2005: 427).
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the shortage of labour by helping to remove some of the barriers to the employment and
training of older workers. The ageing of the workforce is in its early stage and the comparing
Australia with Austria shows that the circumstances in the latter are likely to be more
confronting for economic and social policy.

In predominantly capitalist countries, employment is largely in the hands of private enterprise
and managerial initiatives. But public policy can play a critical part in providing the
economic and social context in which private enterprise operates. Our considerations so far
have emphasised several elements that should concern public policy in relation to the
ageing problem in both countries. We have noted the importance of appropriate demand
management, the importance of making the legal constraint against age discrimination
more effective and setting the pace by its own practices and publicity, by facilitating an
effective institutional framework and adequate funding for life long learning, by ensuring an
effective OHS system, and by providing a social security system — in particular, against
unemployment, disability and age/superannuation — which ensure that inducements to work
are carefully balanced against a level of social protection expected in a civilised society. For
Australia, some would also add the need for greater union participation, on the argument
that employees are important stakeholders in a modern industrial society and that their
interests can be advanced more effectively through their collective representatives rather
than individually.

Concluding observations

The above policy review indicates that a comprehensive package of measures, which is
coherent with other policies, has to be put in place to cope with the challenge of employing
an increasingly large proportion of mature workers. The comparison of policy reform in Austria
and Australia indicates that different models of socio-economic organisation, in particular
different industrial relations systems, result in different priorities as countries strive to preserve
the infernal consistency of their national socio-economic instifutional framework. The
Australians follow the Anglo-Saxon 'market’ model, which is increasingly based on
individualisation and union exclusion, while Austria confinues to have strong corporatist
institutions, which are frusted to serve the interests of society best4. The functional
mechanism of decision-making differs as a result of the different set of institutions and the
outcome of the decision process may differ as a result of different motivational forces guiding
institutions and socio-economic actors. While Australia has tended to be more concerned
with creating an economic environment which promotes economic growth, Austria has untfil
recently been more concerned with preserving social cohesion. This has involved reducing
the supply of older workers through early retirement in the wake of industrial restructuring.

40 For more details about the differentiation of social models see Soskice (1999), Hollingsworth — Boyer (1997), Aoki
(1995).
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That Austria has now one of the lowest employment rates of older workers is the result of
basically two concerns — that the employment opportunities of youth and prime age workers
are not compromised by the employment of older workers, and that workers do not fall into a
poverty trap once they retire. This has resulted in an increasing financial burden on the active
workforce, who have to foot the bill for the generous retirement pension scheme, in the main
QO pay-as-you-go scheme.

The social partners have now accepted, albeit reluctantly, that this situation is not
sustainable. Driven largely by the government and in line with EU requirements, the unions
have agreed to policy reform. The task for Austria is more formidable partly because of the
tardy acceptance of the consequences of an ageing population. The test is whether the
corporatist model with its concern for social cohesion will be able to deal effectively with the
ageing problem, or whether something like the Anglo-Saxon more market driven model
relying substantially on management prerogatives and initiatives, will prove to be a more
appropriate approach to the economic and social problems of an ageing society.
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