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Planning for retirementat age65, your
grandparentsknewtheycouldcounton
a Social Security benefit to supplement
grandpa’spension andtheir savings.
Theyprobablyendedup living on
their benefits for only a few years.

Healthier lifestylesandmedical
advanceshaveresultedin something
grandmaandgrandpadidn’t anticipate:
ManyAmericanslive for many,many
years after thatmagical ageof 65.

In fact, moreAmericans areattaining the
ageof 100 now than ever before, leaving
somean astonishing 35 years of post-65
life. While Grandmaand Grandpa’s
income easily outlived them, will your
employees’ incomesdo the same?

BarbaraButrica,a senior research
associate at theUrbanInstitute
(www.urban.org), hasa suggestion
thatsomecall crazy:delay retirement.
Evenoneextra yearin anindividual’s
working life could havestartling posi-
tive results, both for theindividualand
for society, she says.

In the Urban Institute’s discussion paper,
Working for a Good Retirement, Butrica
and her co-authors assertthat workers
canincrease their annual incomeby an
averageof 5 percent from age50 onward
for each additional year they work.

We spokewith Butrica aboutthe
Institute’s findings,andwhy employers
may want to encouragetheir employees
to postponeretirement.

Can They Afford to Retire?
“Many people are nearing retirement
concerned about their ability to maintain
the standard of living theyhadbefore
retirement,” Butrica says.“The Baby
Boomers in particularhavebeen

bombardedwith doom and gloom
messages. I think a lot of them arereal-
izing that theymay not beable to retireat
ayoung age—that they needto work a
li ttle bit longer. To theextent that
employersareawareof that and are
wil ling to keepthem on atolderages, or to
hireolderworkers, this is agoodthing.”

“Oneof thepointswemake in thepaper,
which I think is really key, is that when
Social Security first becamepayable, the
averageworker retired at about age68. To
havethesamenumberof retirement years
now would mean that theaverageretire-
ment age today would be74, because
people are living longer,” Butricasays.

Sheisn’t suggesting that thenormal
retirementagechangeto age74,of
course. “In our simulations, we talk
aboutdelayingretirementby 1 to 5
years. People think we’re crazy. In fact,
people are living longerandhealthier
lives,so if they’re physically able, I
think it’s a realistic possibili ty.”

Workerson thelowerendof the pay
scale standto benefit most from
delaying their retirement, accordingto
Butrica.Thelowest-earning one-fifth of
workers could increase their annual
consumption at retirementby 16 percent
with oneadditionalyearof work andby
98 percentfor anadditional5 yearsof
work. Middle-incomeworkers benefit
somewhatless, but still more thantheir
wealthier counterparts.

“Our papershowsthatby delaying
retirement, you haveadditional yearsof
earningswhich build up toward more
wealth, both in private pensions andin
Social Security, andtheearningsthem-
selves,” saysButrica.
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Many companies—especially small
ones—ignore paidtime-off (PTO).
They’recasual aboutvacationand
emergencyabsencetime,aswell as
its tracking andaccrual,but asthey
grow, PTO canbecomea significant
expensethatmustbemanaged.Here
are somethingsto think aboutasyou
developor improveyour PTOplan.

1. Talent—How to Get It
Controlling andunderstanding PTO
expenseallowsyou to recruit better
talent. You canpromiseandallow
peoplemore vacationthanyour
competitors if you know that it’s
controllable.This allowsyou to build
a better teamthanyour competitors.

2. Laws and Agreements
Thefirst question businessesneed
to answerwhencreatingtheir PTO
planis what to do aboutemployees
who quit or areterminated.Many
statesrequirethat thebalanceof
vacation paybepaidwhenan
employeeleavesthefirm unless the
companyhasa policy that states
otherwise. In somestates,thedefault
policy is employerfriendly.

3. Cost/Benefit and Ethics
If youchoose to disallowvacation time
to resigning employees, thisallowsyou
to reallocatethePTOthat thosewho
leavemight haveusedin favorof those
that stick around.This is especially
helpful if your company is in an
industry like retail or food service
where turnoveris traditionallyhigh. In
essence,you canoffer moregenerous
PTOpackageswhen recruiting than
your more-lenientcompetitors can
offer—at no additional cost.This is
arguablymore ethical. After all,
employeesdeserve benefi ts commen-
surate with their loyalty, do they not?

4. How to Accumulate
Companieshavemanydifferent
formulasfor theaccumulation of
PTObasedon hours worked,

seniority, title, andgeographic loca-
tion, and institute differentpoliciesto
reclaim unusedPTO at theendof
varioustimeperiods(usually the
fiscalyear,thecalendaryear,or on
theanniversary of theemployee’s
hiring). Plansthatallow unusedPTO
balancesto roll overyearafter year
canbuild up a largerliability, since
whenthe employeetakesthevacation
long after earning it andafter several
paychanges, it wil l betakenat a
higherpayrate thanearned.

5. Administrative Considerations
GeneralizedPTO plansaresimpler to
understandandadminister thanplans
thatseparatesick, vacation,and
personaldays.Theyalsofavor
healthy employees.Employeeswith
absenteeismproblems often geta
better benefit undertraditionalplans
with dedicatedsick days.

Healthy workers prefer PTOs because
they cantake someof the days that
were formerly classifi edasemergency
absence days as vacation.And then
there’s the“honesty dividend.” People
needn’t call in sick whenthey’re really
going shopping. And HR doesn’t have
to play policeman on employees’
reasons for taking time off.

On theotherhand,asyour company
exceeds50 employeesandis covered
undertheFamily andMedical Leave
Act (FMLA), you may want to split
FMLA accrualsfrom otherPTO in
order to easethetaskof meeting
federal reporting requirements.

6. Automation
Many companies—especially small
ones with highly skil led workers—
have a casual attitude toward PTO.
But asyour company grows to exceed
50 workers or so, having an automated
system to help managethis benefit can
bebeneficial in two ways.

First, it canhelpyou curtail the intent
of employeeswho would takemore

thantheir fair share of PTO. Letting
anautomatedsystemcontrol this for
you makesyour job emotionally
easier; you needn’tplay theheavy
all thetime.

Second,it canallow you to havea
better understanding of who is not
taking time off. You probably already
know who needstime off. Who’s the
grumpiest sourpuss in your office
right now?How muchof their vaca-
tion havetheyused?

7. How Much Time
Should You Allow?

There’s evidencethat theEuropean
habitof taking 6 weeksof vacation
everyyearleadsto higherproduc-
tivity. Thestatisticsbackthis up:
Europehada higherproductivity
growth rate thantheUnitedStatesin
14 of the19 years between1981and
2000,according to theU.S. Federal
Reserve Board.

According to a recentExpedia.com
study on U.S. vacation habits, in
2002,a typicalAmericanwas
granted16 vacation days, but only
took 14 daysoff, handing backmore
than$21billion in unusedvacation
daysto employers. In Europe,by
contrast, theaverageis 30 days.So,
begenerouswhenyou hire.They
probably won’t use it all anyway.

Everybodyneedsa vacation oncein
a while; “workaholism” is unsustain-
ablelongterm. You may occasionally
haveto encouragepeople to “vacate.”
On theotherhand,a few employees
with seriousabsenteeism problems
canwreckthemorale of your good
employees. Controlling PTOappro-
priately leadsto a smootheroperating
workforce.It curtails themalingerers
andshinesa spotlight on the unsus-
tainable workaholics.

Curt Finchis CEO of Journyx
(http://pr.journyx.com), a provider
of Web-basedsoftware locatedin
Austin, Texas, which trackstimeand
projectaccounting solutions to guide
customersto per-person,per-project
profitability.
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