Demographic change is a real strategic challenge for companies
in Europe

Demographic change in Europe i.e. the ageing of t he population combined
with the prospect of population shrinkage is alre ady foreseeable. It is not a
potential future scenario with an unknown probability of actually occuring, but
a forecastable trend: the population is ageing across Europe, and populations
are shrinking at a local level.

Demographic change is
foreseeable: ageing is
European, shrinkage is
local.

According to UN forecasts, there will be a rise in the average age of the population
worldwide. Europe already has the oldest population, and will retain this lead .

Median age in years:

Africa Asia Europe Latin America North America
1950 19,1 22,2 29,7 20,0 29,8
2000 184 26,0 37,6 24,5 35,4
2050 28,0 40,2 47,3 40,1 41,5

Source: Tivig, T., Hetze, P. (2007): Deutschland im Demographischen Wandel, S. 11

With 82.4 million inhabitants, Germany has the highest population in Europe
(excluding Russia). However, in terms of average population growth in the last 26
years, Germany lies in the lower midrange. The lowest growth is found in some east
and central European countries (example: in the period from 1980 to 2006, the annual
average population growth in Germany was 0.2 per cent; in Ireland 0.83 per cent; in
France 0.6 per cent; in Poland 0.3 per cent).

(Tivig, T., Hetze, P. (2007): Deutschland im Demographischen Wandel, S. 12

The impact of demographic change, and therefore the question of the
opportunities and risks associated with this change, depend on the angle it is
looked at: demographic change is a success story when considering its impact
on individuals. Enormous improvements in health services and the long period
of economic prosperity experienced by the inhabitants of Europe have raised
life expectancy in the region, and therefore the number of years that people
can expect to live in good health. From a macroeconomic perspective, this
change increases the pressure on policy makers to implement measures to
adapt the social security systems accordingly.

At a corporate level, work has barely begun on analysing what strategic action
is required, and particularly, the changes needed in company-specific
strategies aimed at solving the problems: while some companies have paved
the way, a large majority have only just begun to look at the company-specific
consequences of demographic change. But there is no getting away from the
fact that, in the medium to long term, demographic change will be a factor in
the competitiveness of companies in Europe. Or to put it another way:
companies which see demographic change as a strategic success factor, and
respond accordingly, will be rewarded with long term competitive advantages.

Demographic change is
a success story for
individuals, and a
challenge for social
welfare systems.

Demographic change is
a megatrend, which will
have an impact on
company
competitiveness.
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This will only come about if companies venture into areas where others
currently fear to tread. An analogous example is the much discussed shortage
of high qualified employees such as engineers (although this is not currently
attributable to demographic change): after many years of oversupply, many
companies failed to identify this change and its economic repercussions, and
therefore failed to implement the necessary strategic counter measures.
Another example is the ageing of the workforce as a whole, and corporate
human resources in particular. Having pursued youth-centric human resource
policies for decades, companies now have to successfully maintain their
international competitiveness with an ageing workforce, at the same time as
boosting their innovative strength and their productivity.

The Institut der deutschen Wirtschaft (IW Cologne) estimates that the vacant jobs cost
appr ox. 0.8 per cent of gross

the German economy Euro 18.5 billion in 2006
domestic product.

Source: iwd No. 49 dated 6 December 2007

Sweeping solutions or just copying best practice will not be adequate to solve
the problems affecting companies in the light of increasing competition for
human resources. Required are strategies which reflect the impact of
demographic change on the sector in which a company operates, and the
unique situation affecting each single business. In other words: a company will
only become demographic change-proof when it develops concepts
customised for its specific circumstances, and puts them effectively into
practice.

To boost innovative strength and productivity, it is vital to acquire new
expertise; appreciate the value of experience and pass it on to others through
the targeted transfer of know-how between experienced and new staff; and to
position a company as an attractive employer. The workflows and their
organisation must be adapted to match the change in the structure of the
workforce. Incentives as part of performance management must be
broadened. And adequate cover must be in place to meet the rising financial
burden of company pension schemes. The long term capacity of employees to
work productively even as they approach retirement age is of crucial
importance for the demographic fitness of companies. Targeted measures and
opportunities provided by the employers, coupled with the own initiative of the
staff, are necessary to maintain the physical and mental strength of the
workforce all the way through to retirement age. Demographic fitness also
always involves bringing about a change in corporate culture within a
company to fundamentally alter attitudes to ageing.

It is important that this change is not just undertaken by individual companies:
business would do well to become involved in identifying the opportunities of
demographic change in their local sphere of influence, also by way of their
social commitment, and to assist its realisation. Europe needs a pan-business
learning and change process in which representatives from business, politics,
science and societal partners come together to jointly discuss and map out a
sustainable framework for successfully tackling these issues. The
opportunities of demographic change can only be harnessed, and the overall
European economy strengthened, by the close interaction of direct corporate
initiative and intense stakeholder dialogue.
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Businesses must break
new ground with their
strategies to solve this
problem.

Develop customised
concepts

Focus the activities of
strategic human
resource management
on safeguarding
productivity and
innovative strength in
the face of
demographic change.

Fashion a sustainable
framework through
dialogue between
business, science,
politics and societal
partners.



The Laboratory Demographic Change provides businesses and
stakeholders in Europe with customised modules to boost their
demographic fithess

BASF, Evonik and SAP, working together with econsense, BMW, Metro,
Salzgitter, ThyssenKrupp Steel and Volkswagen established the Laboratory
Demographic Change to help companies in Europe harness the opportunities
brought about by demographic change. As a European platform, we
developed a concept incorporating information and discussion elements,
motivation and activation instruments, and action and implementation
strategies aimed at assisting companies develop t he right solutions for their
needs, independent of their current level of demographic fitness.

Module 1: Strengthening demographic awareness through
information and discussions

The goal of the first module is to inform companies and relevant stakeholders
about future demographic change, and to jointly discuss the key challenges.

The linchpins of the exchange of opinions required for this process with other
companies, policy makers, trade unions, society and the scientific community
are the regular Laboratory Dialogue Workshops. The Workshop Tour across
Europe, begun in Berlin in autumn 2007, is a learning and ideas workshop for
companies and stakeholders. The workshops are a means of bringing
together all of the participants around one table in the regions in Europe, to
promote the importance of the issue, discuss country-specific aspects, and
jointly map out the regional opportunities and risks.

The Dialogue Workshops are backed up by the Laboratory Demographic
Change website (www.demographicchange.info). This online platform gives
users a rapid insight into all of the Laboratory s modules: it continuously
compiles the Dialogue Workshop results and documents, presents the status
of the study project, and publicises examples of good practice in companies.
Acknowledged technical experts from the Laboratory community also provide
additional assistance to companies and stakeholders via keynote
promotions at international congresses, workshops and trade fairs.

Module 2: Motivate the analysis of the concrete action required

The goal of the second module is to motivate companies to analyse their need
to take specific action in response to the general demographic changes
(Module 1).

The study project of the Rostock Center for the Study of Demographic
Change, which lies at the heart of the second module, provides a so far
unique perspective for company and stakeholder motivation. On behalf of the
Laboratory, the Rostock Centre analyses the impact of demographic change
in 264 regions across Europe on the basis of selected location factors. The
results reveal how strongly companies in each of the regions have to make
allowance for the effects of demographic change in their strategic decision
making in future. The study project is the first to enable a direct comparison
between time frames, regions and countries on the basis of concise
information on demographic change and its impact on location factors.
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The Laboratory
Demographic Change
provides three
coordinated modules:
- Information,

- Motivation,

- Activation.

Jointly generate
awareness

Dialogue Workshop
Tour across Europe

Dialogue platform at
www.demographicchange.info
and keynote promotion

Analyse specific need
for action

Online tool to
determine level of
regional demographic
risk



From mid 2008, the results covering the whole European business landscape
will be available free of charge in an online tool at
www.demographicchange.info.

Using these results as the basis, companies will be motivated to themselves
improve their assessment of their overall demographic risk. Using a Risk
Check List companies will be able to collate their external location risk and
their internal demographic situation to produce an overall evaluation.
Appropriate action fields are then presented which can help leading
international companies boost their demographic fithess. They can be used in
a best practice approach to stimulate the fashioning of customised projects.

Module 3: Activate the development of specific solution strategies

The goal of the third module is to assist companies and relevant stakeholders
to develop specific solution strategies and projects on the basis of their need
for action in response to demographic change (Module 2).

The third module is centred around the Solution Workshops, which process
concrete enquiries from companies and stakeholders. The Laboratory brings
together a panel of specially selected experts on the relevant issues to assist
the problem solving process or to develop an appropriate solution strategy.
Solution Workshops held to date have looked at: networking with ministries,
SAP-supported age structure analysis, and the management of demography
projects.

The Laboratory also administers a network of demography experts from the
scientific, business and political communities, and arranges the relevant
contacts upon request. A Good Practice Collection compiles the experience
of companies in enhancing their demographic fithess, and presents them
alongside relevant contact details.

Sense

Forum Nachhaltige Entwicklung
der Deutschen Wirtschaft

Jointly Tackling Demographic Change in Europe

Risk finder Solution workshop
Risk guide Expert network
Motivate and Activate and

Analyse Laboratory Implement

Demographic Change
Action fields Best practices

Dialogue forum Dialogue workshop

Inform and
Discuss

Key note promotion
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Complemented by risk
check lists and action
fields

Concrete help with
concrete questions

Solution Workshops
bring together technical
experts

Complemented by an
expert network and
best practice examples



Contact:

econsense
Johanna Goedel

Phone: +49 (0)30 2028-1484
j.goedel@econsense.de

BASF SE

Dr. Markus Faller, HR Strategy/Future Development
Phone: +49 (0)621 60- 97609
markus.faller@basf.com

Tanja Castor, Sustainability Center
Phone + 49 (0)621 60 -97322
tanja.castor@basf.com

Evonik Industries AG

Renate Lenssen, HR Social Policy & Affairs
Phone: +49 (0)201 177 - 4358
renate.lenssen@evonik.com

Dr. Thorsten Trachte, HR Strategy & HR Controlling
Phone + 49 (0)201 177 - 3137
thorsten.trachte@evonik.com

SAP AG

Heidrun Kleefeld, HR Centre of Excellence Total Rewards, Germany
Phone: +49 (0)6227 - 76 05 86

heidrun.kleefeld@sap.com

Stephanie Raabe, Global Communications
Phone + 49 (0)6227 - 76 37 94
stephanie.raabe@sap.com

Additional information and new results are continua lly available at
www.demographicchange.info

in cooperation with:
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