
 
 
Volume 15 / Issue 23 April 2015 

Insight Bulletin 
The Ageing Workforce: a Cost Explosion? 

The likely impacts of an ageing population 

have been under discussion in the UK for a 

number of years. However, whilst it has always 

been recognised that this will affect many 

employers in some way, what has been less 

clear is the potential extent of the cost impacts 

of an ageing workforce.  

When it comes to the specifics of health-

related employee benefit provision, there has 

at times been an understandable temptation to 

see the changes most employers made in the 

wake of removal of the default retirement age 

and the exemption the healthcare and risk 

industry secured in 2011, as the end of the 

story. However, the reality is that it is probably 

just the beginning. 

In this Insight Bulletin we explore how many 

employers providing such health-related 

employee benefits are now revisiting their 

approach in order to ensure future-proofing 

from a legislative perspective where possible, 

and also to keep some sort of control on the 

overall costs emanating from an ageing 

workforce. 

Background  

The Equality Act 2010 

The primary purpose of the Equality Act 2010 was to 

bring together the numerous Acts and Regulations which 

previously formed the basis of anti-discrimination law in 

the UK.  

One of the main changes heralded by the Equality Act 

was the removal of the default retirement age, which had 

previously allowed employers to force employees to 

retire at age 65. In early 2011, however, the Government 

announced an exception to the principle of equal 

treatment on the grounds of age for employer-provided 

group insured benefits, in recognition of the risk that 

many employers may ultimately cease to offer such 

benefits on the basis of cost.  

Demographic Trends 

The demographic trends in the Western world are well 

documented and, as far as the UK is concerned, the 

pace of these has certainly not abated. It is now 

predicted to be the case that:  

 A third of workers will be over 50 by 2020, whilst the 

number aged between 16 and 49 will have reduced 

by 700,000.  

 Retirement ages will continue to increase. 

 There will be a greater spread across the 

population of; age, experience and health needs. 

 Increasing numbers of workers will become carers 
for the elderly.  

The ageing population therefore brings broader skills 

and experience to the workforce but also means that this 

workforce will have more diverse needs.  

Regional Differences  

There are significant regional differences when it comes 

to overall life expectancy and also in the perception of 

what constitutes a healthy life. 

Indeed, healthy life expectancy varies greatly by location 

and can often have a particularly localised impact on 

certain employers. Specific research
*
 has shown that: 

 Healthy Life Expectancy (HLE) at birth in England 

is 63.4 years for males and 64.1 years for females. 

 Highest HLE is Richmond upon Thames for males 

at 70.0 years and Wokingham for females at 71.0 

years. 

 Lowest HLE is Tower Hamlets for males at 52.5 

years and Manchester for females at 55.5 years. 

 In Hammersmith and Fulham the largest difference 

exists between males and females; where females 

live 5.2 years longer than males in ‘good’ health. 
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 Female HLE is significantly lower than the current 

state pension age of 65 in 68 local authority areas 
and for males in 77 local authority areas.  

Impacts 

Insurer Pricing 

Whilst employers cannot use age as a basis for 

discrimination, employee benefit insurers are still legally 

able to use this as a factor in their pricing. It therefore 

follows that (with all other things remaining equal), as 

the average age of any insured healthcare or risk 

scheme increases, so does its premium cost.  

In addition, whilst risk benefits providers have for many 

years considered the regional spread in any given 

employee group, this is something that has only recently 

become a factor in pricing by some large corporate 

healthcare providers.  

It may therefore be the case that the combination of the 

ageing workforce plus insurers’ greater propensity to 

focus on regional pricing will lead to further cost 

pressures on many employers - who are already well 

used to dealing with generally hardening insurance 

markets and medical inflation.  

A further interesting phenomenon now routinely cited by 

insurance underwriters is that, whilst the mortality (the 

likelihood of dying) of the working age population is 

trending downwards because people are living longer, 

this is being offset by deteriorations in morbidity (the 

likelihood of poor health or disability) relating to the 

ageing workforce. This is reflected in the Healthy Life 

Expectancy statistics detailed above and is likely to have 

a number of impacts.  

Employee Health  

The most obvious of these impacts is of course on 

employee sickness absence levels and the consequent 

potential for increased claims incidences against Group 

Income Protection policies.  

It is, however, also well documented that State spending 

on citizens’ benefits and on healthcare provision will 

continue to be squeezed for the foreseeable future and it 

is not inconceivable that at least some of this burden will 

fall on employers.  

In particular, with the pressures on the NHS resulting in 

longer waiting times, employees may also become 

increasingly likely to rely on employer sponsored private 

healthcare provision. Indeed, this may reach the point 

where there is a clear demand for some level of chronic 

conditions cover to be included within healthcare policies 

to meet the needs of employees who would otherwise 

be off work for long periods awaiting NHS treatment. 

Any such extension of existing private healthcare 

provision would, however, come at an obvious cost and 

it is questionable as to whether employers could afford 

such policy extensions without needing to make savings 

in other areas.  

Approaches to Benefit Provision 

On top of the above, there is an increasing recognition 

that there will be additional demands from employees 

emanating from their increasing role as carers for the 

elderly. Whilst this is an area that is very much in its 

infancy as far as employee benefit provision is 

concerned, it is something for which provider offerings 

are likely to become more numerous and refined.   

Ultimately, the cost pressures will undoubtedly push 

most employers down the road of greater flexibility when 

it comes to the employee benefits package they offer.  

The trends will also mean an increasing relevance for 

employee wellbeing programmes, with a view to having 

an impact on both productivity and also in areas such 

Healthy Life Expectancy.  

The Future  

The ageing workforce is by no means all bad news for 

employers.  

Prominent studies, such as that conducted by Age UK, 

have shown that older workers are as productive as their 

younger colleagues and Saga has highlighted that 

“…many employers recognise the great work ethic, 

experience and life skills that older employees offer”. 

Indeed, some companies, such as Barclays, have 

introduced apprenticeships for the over 50s.  

  

 

 



 

 

Find Out More 

If you would like to discuss the content of this Insight 

Bulletin and how it could impact your organisation, 

please contact your consultant.  

Alternatively, you can contact us on: 0207 429 1000.  

hrconsultinguk@xerox.com   
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This publication is for information only and does not constitute legal advice; consult with legal, tax and other advisors before 

applying this information to your specific situation. 

Whilst it is undoubtedly the case that having citizens 

living healthy, engaged and productive lives for longer 

will be overwhelmingly beneficial to the UK, it is 

important that employers react now to the significant 

demographic changes in order to avoid a consequent 

explosion in costs when it comes to their employee 

benefits provision. 

We can help employers to re-examine their benefits 

strategy to retain, maintain and engage an ageing 

workforce, whilst mitigating the potential effects of 

increasing morbidity and care responsibilities. 
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