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Introduction

Baby boomers are rapidly approaching “peak 65,” when the
majority of baby boomers have reached traditional retirement
age. This milestone presages the biggest wave of retirements in
history." Faced with this new demographic paradigm,
businesses could face acute labor shortages and loss of
institutional knowledge, while Social Security and Medicare are
increasingly strained. Businesses, policymakers, and society will
need to adapt quickly to the resulting economic and workforce
shifts. At the same time, individuals will need to consider their
retirement preparedness, which is often characterized by
insufficient savings, a decline in reliance on traditional pensions,
and concerns about the sustainability of Social Security
benefits.

The implications for this impending workforce transformation
are significant. In response, businesses, policymakers, and
society must rapidly adapt to the new economic and workforce
reality. This paper examines the magnitude of the retirement
wave, the evolving nature of work and retirement among older
adults, and the policy and business responses necessary to
adapt to the most profound workforce shift of the 21st century.

A Demographic Tidal Wave

In the United States, roughly 10,000 baby boomers turn 65
each day.” Between now and 2029, an estimated 30.4 million
“peak boomers” (born between 1959 and 1964) will reach this
traditional age of retirement.’ This demographic shift is
unprecedented in our history. With more old than young,
Medicare and Social Security will be strained, while businesses
will struggle to replace retiring workers with increasingly
smaller younger generations.

The COVID-19 pandemic accelerated retirement trends,
prompting many older adults to leave the workforce sooner than
expected. By the third quarter of 2020, 28.6 million boomers
had reported being retired.* This was an increase of 3.2 million,
or 13%, from the same period the year before.®
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By the end of 2021, there were an estimated 2.1 million “excess” retirements that likely would not
have occurred without the pandemic’s disruptions.s

Yet this surge in retirements came after two decades of increasing labor force participation among
older Americans. Many are healthier, living longer, and choosing to work beyond 65. In 2017, 32% of
Americans aged 65-69 and 19% of those 70-74 were still working, in a steep increase in labor force
participation as compared to the 1990s.” By 2030, nearly 9.5% of the U.S. labor force is projected to
be 65 and older.? Most notably, many of those 75 and older are continuing to work, increasing 96.5%
from 2020 to 2030.

Time and Money to Spend: The Baby Boomer Consumer

The retirement of baby boomers isn’t just changing the workforce; it’s shifting consumer spending
habits and changing demand across industries. As the wealthiest generation in history, baby boomers
hold more than $80 trillion in assets and spend $548 billion each year®* They are also more inclined
than other generations to spend their accumulated wealth, rather than save it as an inheritance for
their children. In fact, baby boomers also spend more than any other generation, both overall and per
transaction.” This means that baby boomers represent a significant market shaping force as their
spending habits shift.”

Across generations, leisure spending has grown faster than overall consumer spending. Between
2013 and 2022, leisure spending rose from 9.5% to 13% of total consumer spending. Baby boomers
have even greater intent and ability than other generations to spend on experiential activities, such as
travel.” This presents a substantial opportunity for companies across the travel, entertainment and
personal services industries to tailor offerings to older consumers with increasing time and budgets
for leisure.”

Healthcare is another major area of spending for baby boomers. U.S. healthcare costs reached nearly
$5 trillion in 2023, and expenses are expected to increase for baby boomers—especially among those
aged 65-74 and 85+—due to greater use of healthcare and higher rates of chronic disease.**” This
affects not only consumer spending but state and national budgets, as costs associated with Medicare
are expected to increase as a percentage of U.S. GDP. The increased healthcare burden underscores
the need for sustainable funding and innovation, especially preventative solutions like vaccines,
earlier screenings, and earlier treatment. It also presents an opportunity for consumer products and
services tailored to healthy aging, including digital health solutions for an increasingly tech-savvy
generation of older adults.
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Why Boomers Are Working Longer

Older adults are working longer than ever before. For some, work brings a sense of purpose,
engagement, and enjoyment. Workers 65 and older, as compared to their younger counterparts,
report higher overall job satisfaction, are more likely to describe their jobs as fulfilling, and are less
likely to find them stressful.® Around a third of baby boomers who indicate they are delaying
retirement indicate they will continue working for enjoyment.”®

New ways of working alongside gains in health have contributed to longer careers. The rise of age-
friendly jobs, requiring less physical labor and providing increased flexibility, offer more paths to
professional gratification.* Advances in healthcare have kept older adults healthier for longer, making
it possible to continue working without the barrier of health challenges.”? Work itself can even play a
contributing role in this, as delaying retirement is often seen as a way to maintain mental acuity and
stay active.”

But not all older adults continue to work out of desire. Some baby boomers remain in the workforce
because they need access to the health benefits provided by their employers. For many, continued
employment is a financial necessity. A significant number of Americans are financially unprepared for
retirement, and roughly 1 in 4 older workers approaching retirement have no retirement savings at
all.”* Many older adults risk poverty without continued work?®

Women and Retirement Preparedness

Women are particularly financially vulnerable when it comes to retirement. They generally live longer
in retirement due to their longer life expectancy compared to men. However, they also accumulate
fewer resources over their lifetimes, in part because they are more likely to take time out of their
careers for caregiving responsibilities. It’s estimated that 66 percent of all caregivers are women. *

Women are also more reliant on Social Security as a primary income source.”’ However, on average,
women receive only 80% of the Social Security benefits men do because of lower lifetime earnings
and career interruptions for caregiving.”® Because benefits are based on a worker’s 35 highest-earning
years, time out of the workforce can significantly reduce retirement income.

Women may also be less confident in their ability to make long-term investment decisions. According
to research conducted by Bank of America, less than half of women feel confident in managing their
overall finances.® Only 36% are confident in their retirement savings, and just 27% feel secure about
building wealth.*

While younger generations are increasingly closing the gender gap in saving for retirement, sustained
progress will require more than time.** Tailored financial education, policy changes, and ongoing
support can help women achieve long-term financial security in retirement.
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Retirement Preparedness:
A Comparison of Baby Boomers and Millennials

While concerns about the retirement savings of boomers are more immediately pressing given their
closer proximity to traditional retirement age, the retirement preparedness of millennials is perhaps
even more dire than that of boomers. The majority of millennials entered the workforce during the
Great Recession, and their difficult labor market experience overall, in combination with high student
debt, mean they are even less prepared for retirement than boomers at a similar age.* Despite
starting to save earlier for retirement—by a full decade compared to most of their baby boomer
counterparts—millennials have lower net worth and are less likely to own homes than their boomer
counterparts at the same age.***

Though their timelines differ, both baby boomers and millennials wish they had started saving for
retirement earlier.”

The Rise of “Unretirement”

Traditional retirement is in decline, whether by choice or by necessity. Older adults are working
longer and differently. Boomers are redefining what retirement looks like, by opting for flexible or
phased retirement paths like part-time roles, consulting, or new careers. Roughly 3.2% of retirees re-
enter the workforce within a year, and this number is growing. Today, approximately 20% of so-

called “retirees” are continuing to work either part- or full-time, and another 7% are seeking
employment.”” While 48% of these “unretirees” cite financial necessity, nearly as many (45%) are
motivated by the social and emotional benefits of working

FOR INSTITUTIONAL USE ONLY. DISTRIBUTION TO ANY OTHER AUDIENCE IS PROHIBITED.




Workforce 2030: Adapting to the Age of Unretirement

Staying Engaged at Work: Generational Differences and Lessons for Employers

The return of “retired” baby boomers to the workforce for the social and emotional benefits of working
presents an interesting case study for employers: what motivates baby boomers to return to work? What
can be learned from this generation and applied to younger generations to increase engagement and
retention? Baby boomers’ engagement at work has actually increased since 2020, while younger
generations, especially older millennials and Gen Z, have become less engaged at work.” This data
suggests that millennials and Gen Z have seen a decline in key areas: *

¢ Feeling cared about by someone at work

¢ Having opportunities to learn and grow

e Feeling connected to the mission of the organization
e Having progress discussions with their managers

e Being given opportunities to develop

¢ Feeling that their opinions count

Some approaches to engagement may be universal across generations, such as learning and
development opportunities and mission-driven work. However, the generations differ in what they value
most from work.

Recent research suggests younger generations prioritize opportunities for growth and flexibility over the
traditional concept of job stability, with research from the World Economic Forum finding that 73% of
Gen Z employees want flexible work alternatives.” In contrast, baby boomers are more likely to stay at
their company for a long time, even when workplace conditions are not ideal.” These varying levels of
attachment influence generational behavior differences. Millennials are more likely than boomers to
pursue opportunities outside their organization, with 60% indicating they are open to other professional
opportunities.”

Employees across generations indicate purpose keeps them feeling engaged at work, but preferences for
workplace feel and structure differ. The traditional workplace is more strongly aligned with baby
boomers’ preferences: they value structures with formal recognition, defined roles, and traditional top-
down management structures.* Staying mentally and socially active are also critical to healthy aging,
and work is one of the easiest ways for older adults to access these benefits.” Research has connected a
sense of purpose to delayed cognitive decline and a generally healthier life.*

Millennials and Gen Z seek different workplace dynamics than older workers. They desire interactive,
continuous mentorship and feedback, alignment with the organization’s mission, and social
connection.””  Incorporating opportunities for younger generations to achieve their definition of
workplace fulfillment could improve engagement, retention, and satisfaction.” Employers will need to
balance employees’ differing needs in an increasingly multi-generational workforce.
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Despite Longer Careers, the Workforce is Shrinking

Despite rising labor force participation among older adults, the U.S. is still facing a significant wave of
exits from the workforce. Over the next five years, employers will need to fill more than 240,000 jobs
each month just to keep pace with retirements.”

This mass departure will hit key sectors hard: Eighteen different sectors are projected to lose an
average of 10.1% of their current workforces over the next five years, including utilities,
manufacturing, construction, transportation, and warehousing>® The healthcare and social assistance
sector alone stands to lose over 2.1 million workers—the largest loss of any industry—just as the
demand for care surges due to population aging.*

The impact of increased baby boomer retirement has implications for many stakeholders, like
businesses. As the boomer generation continues to age, their impending retirement will create talent
shortages and knowledge gaps, requiring businesses to adapt to fill talent gaps and retain institutional
knowledge.

Labor Shortages and Knowledge Loss

The retirement of baby boomers is leading to labor shortages and loss of institutional knowledge,
creating an increasingly serious challenge for businesses. A recent study identified the aging of the
baby boomer generation as a primary reason for the reduction in the labor force, arguing that a surge
in boomer retirements could create a “forever labor shortage.”? Another analysis estimated that the
“brain drain” of experienced boomers could directly dampen U.S. productivity growth by about 1%
and even reduce overall GDP growth by around 7% by 2030, absent other offsets.*

The exit of experienced workers from the workforce is itself an enormous cost for businesses.
Replacing an experienced worker can cost 50% to 60% of their annual salary with overall costs
reaching 90%-200% when considering recruitment, training, and severance, lost knowledge, and
reduced productivity.>* 5

However, opportunities like knowledge transfer programs can help to address this loss. These

programs preserve expertise and train new employees, and maintain efficiency and continuity in a
workplace or team.®®
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Corporate Alumni Programs

Corporate alumni programs are one way to leverage the knowledge and expertise of employees even
after they leave the workforce, keeping former employees engaged through knowledge-sharing and
social events and building enduring professional relationships beyond an individual’s tenure at work.

Alumni networks—such as those at Bank of America, McKinsey and Company, Accenture, and
Microsoft, among others ** ¢ ¢-62 —help former employees stay engaged through networking events,
volunteer initiatives, and career development resources. Programs can leverage alumni expertise to
benefit both former employees and current clients, and may occasionally encourage their former
employees to return as “boomerang employees.” Retired former employees can use these networks
to stay connected and contribute through mentoring, volunteering, continued learning and
development, or receiving support for independent endeavors, for example, in the form of contracting
or consulting opportunities for retirees.

Without proactive engagement, businesses will face rising costs, productivity losses, and disruptions
in operations. Investing in phased retirement and mentorship programs can ease the transition and
retain institutional knowledge. As work expectations evolve, companies can capitalize on the
preferences of older workers by providing flexibility to maintain their workforces.

The Changing Shape of Work and Retirement

Evolving norms in work arrangements are putting unconventional solutions at the top of the agenda,
like flexible and phased retirement options. Boomers generally display a preference for gradual
retirement, rather than an immediate exit.® Part-time opportunities and gig work are becoming
increasingly popular, and “encore careers”—second careers in new fields—are growing in
popularity.***

This trend towards a preference for flexible options presents businesses with an opportunity:
businesses that offer phased retirement or flexible work models can extend the contributions of baby
boomers and maintain institutional knowledge while increasing learning and development
opportunities for younger employees.
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The Mental and Physical Benefits of Working Longer

Studies show that individuals who work longer into their older years report extended lifespans, fewer
feelings of isolation and loneliness, and improved rates of self-esteem and well-being.®¢ Individuals
can make healthier choices now—like staying active and engaged—to support healthier aging,
reducing their individual healthcare costs and stabilizing their financial futures®” Employers play a key
role in supporting older adults to continue working through age-inclusive work environments, which
may look like increased flexibility or more physical support in the workplace.

Why Flexible and Phased Solutions Work

Despite strong interest in phased retirement, few companies—only 35%°°—formally offer such
programs due to the associated administrative burden and legal complexity.

However, flexible and phased retirement solutions, including opportunities for retirees to return to
former places of employment either to fully rejoin the workforce or take on a specific
training/mentorship role, allow businesses to lead in workforce innovation for older adults.

Of the employers who invested in flexible retirement solutions, most saw a reduction in knowledge
gaps left by experienced employees.® This is particularly valuable given current market volatility and
shrinking workforces.”

Employers can provide critical support for employees by tailoring their retirement and general
financial planning and education offerings to the current moment, offering key mitigation strategies
for both long-term and short-term financial planning for retirement. Employers should also consider
their workforce strategy and tailor recruitment and retention strategy, keeping in mind the potential
future decline in the available workforce due to the combination of older workers’ retirement and
decreased availability of alternate labor pools through immigration.

Conclusion

The impending wave of baby boomer retirements represents a monumental demographic and
economic shift. This shift requires urgent attention to retirement preparedness. With millions of
boomers approaching or surpassing traditional retirement age, many face financial insecurity due to
inadequate savings, healthcare costs, and an uncertain economy. For individuals, particularly women
and marginalized groups, proactive retirement planning education and support are essential to ensure
economic stability and well-being in later life. Embracing phased retirement options and recognizing
the mental and social benefits of continued engagement can also support healthier aging and more
fulfilling retirements.
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For businesses, the mass exodus of experienced baby boomers threatens to exacerbate labor
shortages, knowledge loss, and productivity challenges across industries. Employers can prepare for
this coming shift by implementing key strategies to maximize retention of both older workers and
institutional knowledge, like flexible work arrangements, phased retirement programs, and
knowledge transfer initiatives. Ultimately, addressing the retirement wave with coordinated efforts
across individuals and organizations will be critical to sustaining economic growth, meeting evolving
workforce demands, and securing financial resilience in an aging society.

While retirement readiness—for both employers and employees—remains a pressing issue, this report
underscores the opportunity to reshape how we think about and prepare for our later years, whether
they are just around the corner or decades away. As expectations evolve and individuals, businesses,
and society rethinks what it means to live well for longer, we have a chance to redefine the path to
and through retirement in ways that are more personal, practical, and purposeful.
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