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and Management Policy

By Peter F. Drucker

POPULATION trends may well be a more
important factor in the success, if not in
the survival, of most businesses in this

country over the next 25 years than even eco-
nomic fluctuations.

An understanding of our population trends
will be of particular importance during the de-
fense period which we are just now entering.
For the population developments that have al-
ready happened, let alone tbe ones that are im-
mediately ahead of us, render totally invalid
the easy analogy with 1942 on which so many
managements today base their defense plan-
ning. That manpower this time is going to be
our scarcest resource, rather than our most
plentiful one as it was ten years ago, is gen-
erally understood. But it is not yet generally
understood, certainly not by management, that
it is the qualitative aspect, the change in the
composition of our labor force rather than the
total size of it, that will cause the real head-
aches.

Let us look at tbe long-range picture first,
if only because the short-range picture cannot
be understood otherwise. In every important
aspect — in total numbers, in age distribution,
and in emplOyability — the actual development
of our population is almost the exact opposite
of that on which many managements, largely
without conscious realization, base their capital
investment, their product development and
marketing, and their employment practices.

Increase in Size
Our population is in a state of rapid increase.

The minimum population this country can
expect for the year 2000 is 200 million people

— 50 million more than today — and this is al-
most certainly much too low a figure. It as-
sumes that tbe "population revolution" of tbe
last decade, which increased population by 20
million in 10 years, was a freak; and that we
will return right away to the birth rate and
the family pattern of the 1930's regardless of
economic conditions. Actually all evidence ar-
gues against this assumption and for a long-
term shift toward earlier marriages and slightly
larger families. It is more likely, actually, that
tbe American population will go on doubling
in size every 50 years as it has always done in
the past (which would mean a population of
300 million people by the year 2000) than that
it will go up by only one third to 200 million;
235 million or 240 million people by 2000 is a
good compromise estimate.

For management, however, it is not so very
important whether we will bave 200 million
or 300 million people in 50 years. What mat-
ters is that (1) the earlier thesis of a "stagnant"
or "mature" — if not declining — population
has been completely demolished; and (2) re-
gardless of the long-range prediction there is
certain to be a sharp increase of population
over the next 20 years.

Particularly during the decade of the 1960's
population is bound to increase very rapidly —
a minimum of 25 million people in 10 years,
which is actually 5 million more than the in-
crease brought about by the "population revo-
lution" of the decade just finished. For by i960
the babies of the "baby-boom" of the 1940's
will begin to reach marriageable age and will
themselves start to have babies. During the
1960's, therefore, there will be a tremendous
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increase in the number of young children. It is
only after 1970 that the population curve could
flatten out again.

This will mean very different things for dif-
ferent companies in terms of marketing, prod-
uct development, and capital investment. But
there are spme things which will affect equally
all business. Here are a few which seem ines-
capable:

(1) Since we shall be living in a rapidly expand-
ing rather than a "mature" economy, there will be
no permanent danger of "oversaving," that buga-
boo of the Keynesians. Indeed Keynesian eco-
nomics will be largely inapplicable during the next
20 years. Instead there will be a steady demand for
capital resources throughout the economy.

(2) One manifestation of this will be constant
pressure on local tax rates to build schools, hospi-
tals, transportation facilities, etc.

(3) Another manifestation will be constant pres-
sure for housing and a constant demand for build-
ing materials, furniture, durable consumer goods,
and the other things that go into housing develop-
ment. In fact, if we slow down housing — as we are
almost certain to do during a long defense period
— it will emerge as the major "backward" sector of
the American econoniy, with tremendous need for
technological developments and innovations.

(4) There will be no change in the present pat-
tern of population movement out of the cities and
into the suburbs. It is even reasonable to assume
that we have only seen the beginning of suburban-
ization.

(5) So far, by and large, it is only people that
have moved into suburbs; their places of work re-
main in the cities. During the last few years, how-
ever, we have seen the first signs of a new develop-
ment which moves the place of work into the sub-
urb. One large insurance company has recently
announced that it will move out of New York into
White Plains. Time Magazine has bought land in
Rye, New York, and plans to move its editorial
offices there some day. The moving of Lever
Brothers from Cambridge to New York last year
may well have been the last such move of a large
company's administrative offices into a big city.
From^ now on companies, particularly large cora-
panies, will increasingly try to move out into the
suburbs — and that obviously creates major prob-
lems of housing, of labor supply, of transportation,
of urban real estate values, and so on.

Changes in Composition
Fven more important for the individual busi-

nessman will be the distribution of population,
both geographically and by age.

To predict geographic distribution is prob-

ably the most difficult task in the entire popu-
lation problem. Moreover, it cannot be done
by making over-all predictions. It requires de-
tailed studies of individual areas and regions.
It is incidentally the one factor in population
development which can be greatly influenced
by community action. Water supply, transpor-
tation, schools, hospital and medical facilities,
and so on have a tremendous bearing on where
people move.

But the change in the age distribution of our
population is not just predictable; it is certain.
For quite obviously everyone who is going to
be sixty-five 50 years hence is already born. And
so is everyone who is going to be old enough
to be a part of the labor force in 10 or 15 years.

The following will be the main changes in
the age structure of our population:

(1) There will be a great shortage of young peo-
ple ready to enter the work force during the entire
decade of the 1950's — the result of the lean "baby
crops" of the 1930's. The supply will reach its low
point around 1953 or so but will not increase to
any extent until 1957 or 1958.

(2) There will be a very sharp increase of young
people reaching working age in the 1960's — when
the very rich "baby crops" of the 1940's reach man-
hood.

(3) There will be, as already mentioned, another
baby surge in the 1960's.

(4) The one constant in the development will be
the steady increase in the number of old people.
From now through 1965 the number of people who
reach the age of sixty-five will increase every year.
From 1965 on that curve will tend to level off. But
from then on the tremendous increases we have
made in lengthening life span will show themselves
in a steady and very sizable increase in the number
of people who survive after they have reached the
age of sixty-five. By 1965 or so the average life ex-
pectancy of a man who reaches his sixty-fifth birth-
day should be 18 years; 30 years ago it was meas-
ured in months. Altogether therefore the number
of old people alive will increase at a rapid pace
throughout the next 30 or 40 years.

One of the important things to realize is that
the less our population grows, the greater will
be the proportion of old people over sixty-five
which it contains. If it should not go beyond
200 million by the year 2000, one fifth or more
of our adult population will be over sixty
toward the end of the century. If, on the other
hand, we should again double our population
in the next 50 years, the aged will not for any
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length of time much exceed 12% of the adult
population.

But in any event we face a situation in which
there will be a very sizable proportion of the
adult population consisting of people beyond
what we consider normal working age. Never
before has that happened in the history of
man. In the problem of the aged, therefore,
we face a fundamentally new problem — caused
not, as so many of our sociologists seem to think,
by our being an industrial rather than an agri-
cultural country but simply by the fact that for
the first time in history people have a chance to
survive and to live on after they have reached
what is commonly considered old age.

These age distribution trends pose obvious
problems of marketing, product development,
methods, and so on. Throughout the next 20
years, for instance — regardless of economic
fluctuations or international developments —
the emphasis in our merchandising will be, on
the one hand, on things needed by the young
family with small children and, on the other
hand, on things needed by the aging. Consider
this one implication: it is no longer possible to
compare the total number of doctors per thou-
sand inhabitants or the total number of hos-
pital beds with the figures of a generation ago.
That would be totally misleading. For in a
population in which there are both more chil-
dren and more old people, both the need for
doctors and the need for hospital beds are dis-
proportionately greater. And the same thing
quite obviously applies to a great many com-
modities.

Manpower Problems. But the biggest prob-
lems resulting from the age distribution of our
population are manpower problems.

Fiven without the draft everybody's work
force is bound to get older during the next lo
years. This is particularly true of rank-and-file
workers. For a much larger proportion of the
young people these days secure technical and
intellectual training. (Incidentally the fears of
an "oversupply" of academically trained men
seem totally unfounded in the light of our long-
range population outlook; even without the
draft we were faced by an acute long-range
shortage of such people as teachers, engineers,
and doctors.)

This means, for one thing, that we have to
concentrate on cutting down the requirements
for physical strength in the work. Mechaniza-

tion of materials handling, elimination of
operations requiring physical strength or im-
posing considerable physical discomfort, and
so on will be major helps to the maintenance
of productivity. To give but one example:
applying conservative population figures to the
manpower outlook of one of the larger coal
mining companies showed that mechanization,
particularly mechanization of loading and han-
dling of the coal, had to be speeded up 30%
or 40% beyond the company's original plans
to maintain productivity in the face of a rising
age structure of the employees.

At the same time it may prove advantageous
and productive to increase the skill factor in
the work. Ffficiency in doing unskilled, repeti-
tive work certainly does not increase with age,
and we have definite indications that it de-
creases once a man is past fifty. But most skills
definitely do not diminish until there is sharp
physical decline. An older work force is the
more productive the more it can substitute
skill and experience for speed.

Retirement and Pensions
Thus, in connection with retirement and

pensions, we see one of the largest areas for
management to rethink and perhaps correct its
policy.

It can be said bluntly that the approach of a
good many managements and unions to this
problem is grossly unrealistic and bound to
cause trouble. Managements by and large take
the attitude that they have to get rid of the
older employees. Unions counter this by de-
manding retirement security for the older
worker. But because of the age structure that
we are going to have to live with, the older
employee will not be retired as a rule. There
will be public pressure to keep the old employee
productively employed. After all, in a short
while the older people will constitute a very
sizable part of our voting population, and
many of them do not want to retire. But it is
also very probable that management will not
be able to do without using older people and
that sheer manpower shortage will force us to
keep them employed productively.

Incidentally, let me say that most manage-
ment ideas regarding the productivity of the
older employee — if not regarding the concept
of "age" — are obsolete and based on condi-
tions that prevailed when the majority of the
men reaching sixty or sixty-five were incapable
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of work. Experience and study have shown
that, if placed properly, the older employee can
be as productive as a younger man.

Most of the present pension contracts, how-
ever, are not geared at all to this developing
need to utilize older workers. Management
signed these contracts on the assumption that
most people want to retire and will therefore
avail themselves of the pension offered. The
standard financial provisions for pension plans,
such as funding, are all based on this belief.
But if people fail to retire under the standard
pension plans, management's head is in the
noose. The old employee retains his job,
whether he is fit for it or not. He retains his
seniority both for bidding on other jobs and
in layoffs.

If all this is so, the indicated need is for re-
thinking, and renegotiation of existing pension
contracts, pointed to the following goals:

(1) There should be no compulsory retirement
— and also no free "option" to stay on. Manage-
ment must he ahle to decide whether an employee
is still capable of work. Obviously this poses diffi-
cult administrative problems — particularly the
hurden of making objective decisions and with-
standing individual pressures which would fall on
supervisors — but that fact simply represents a
further challenge to management; it does not les-
sen the need.

(2) A provision that allows a man to come back
from retirement after a year or two provided he is
physically and mentally capable would be of par-
ticular help. Many people need a long rest at the
age of sixty-five. But after a year or two they want
to go back, and in many cases these are the superior
and more productive people.

(3) Special attention must be paid to placement.
Not only must management know where the old
employee can be used productively; management
also must have the right to confine the old em-
ployee to the jobs which he does best. In other
words, the man who has the option to retire should
not also have seniority in his job or the right to
bid on jobs in the plant on the basis of his senior-
ity.

(4) Special provisions for seniority in the event
of layoff are needed. It is obviously grossly unfair
that the man with the right to retire on a pension
can stay on in his job when younger men with chil-
dren to support are being laid off. Yet this is ex-
actly what will happen the way pension contracts
are written today.

(5) One of the greatest needs is for close union-
management cooperation in handling the problem
of the older worker. Wherever there is a union

contract, the new approach will obviously have to
be negotiated with the union. But it is also of
major importance that the union take part of the
responsibility for running the new system. It is,
for instance, highly desirable that the union share
the responsibility for limiting older employees to
certain types of jobs, rather than be free to file a
grievance every time a man has been placed where
he is likely to be most productive. And failure to
bring the union into the picture from the start
may well result in union resistance.

Defense Planning
Above all, we must not lose sight of the fact

that an understanding of population trends is
essential to defense planning.

Most companies today base their plans for
the defense period on the assumption that 1942
will repeat itself all over again. In no other
area is this assumption as untenable as in that
of manpower planning. In fact, the one thing
that is certain about our situation today is that
to follow 1942 experience will cause serious
trouble.

That we started out in 1942 with a tremen-
dous reservoir of employable people — both
people unemployed and people not at that
time on the labor market — whereas today we
start out with practically no idle manpower re-
serve, is by now generally known. But the
qualitative changes in our labor force may be
a good deal more important than the quantita-
tive ones.

In the first place, the number of young men
and women reaching working and fighting age
will be significantly lower during the next five
or six years than it was during World War II.
During the last war more young people of both
sexes actually reached working age than the
total number of men drafted into the armed
forces. The draft, in the over-all picture, did
not drain manpower. This time, in the leanest
years, the annual supply of new labor would
be less than half the amount of men that would
have to be taken into the armed forces every
year in the event of all-out war.

Last time our greatest manpower reservoir
for production was found in the young women.
This time it will not be easy to tap this reser-
voir. We do have the young women, to be sure.
But a very much larger proportion of them are
married, and most of the married ones have
young children. Marriage age is now as much
as five years lower than it was during the de-
pression years of the i93o's. And the new war
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and postwar marriages have on the whole
yielded children sooner than the prewar mar-
riages — and more of them. Young married
women with small children can be used for pro-
ductive work in factories and offices only to a
limited degree; they require special provisions
in respect to working hours, split shifts, day
nurseries, and so on.

There are several obvious conclusions from
these figures:

(1) In the event of all-out war there will be no
deferment for young men of fighting age. And the
draft age will have to be raised. In fact we may
even have to draft young women without children
for noncombat service.

(2) Even without all-out war there will be a
serious shortage of young people.

(3) Our main reserves are no longer the young
women but older women with half-grown children
— an entirely different kind of labor.

(4) Even defense industries will have to get
ready to employ emergency labor.

An Actual Program. Rather than explain
what has to be done in the abstract, I should
like to present the actual program of a large
manufacturing company, a major defense con-
tractor, which was started immediately after
Korea and scheduled for completion by this
stimmer.

(1) Every job in the plant and office has been
examined to see whether it can be filled, as set up
today, with: (a) old workers, (b) women with half-
grown children, (c) young women with or without
small children, and (d) handicapped people.

(2) The organization and layout of the entire
work has been studied to find out which jobs could
be adapted to emergency labor. Take one exam-
ple: in the Engineering Department it was found
that 40 engineers —- a resource that will be increas-
ingly scarce — could be saved by taking all drafting
work away from the engineers and by reorganizing
the drafting department. It should now be possi-
ble to have a good deal of the drafting work done
by older women with half-grown children work-
ing part time. While these older women lack spe-
cial skill and training in draftsman's work, they
have proved themselves to be conscientious, pains-
taking, and eager to learn detailed work.

(3) Special attention has been given to the prob-
lem of supervision. Old workers and women with
adolescent children require supervision entirely
different from younger people and especially
younger women. It is particularly the older woman
who poses a problem. Having been accustomed

for 15 years or so to be the head of her own house-
hold, she does not take kindly to close supervision.
She works well only with women her own age or
with older men; to put her with young women
makes for friction. At the same time she usually
has a good deal of experience in group work -— in
the church, the lodge, the parent-teachers asso-
ciation — so that she naturally and easily organizes
things together with her companions.

(4) Finally, the company has developed a thor-
ough job-training program the aim of which is to
make as many workers as possible capable of doing
three or four jobs rather than one.

Any department needs a core of experienced
workers to be productive. If this core is pres-
ent, green and untrained workers can be di-
gested; in its absence, even the best training
program will only produce meager results.
Since it is at least possible, if not probable,
that the draft, the call back of the reservists,
and the lure of higher pay will make heavy
inroads on the experienced personnel of a good
many departments, it would appear essential
to prepare as many workers as possible for a
variety of jobs. Incidentally it was found that
it takes very little training, on the whole, for
the added experience and skill that makes a
man capable of doing a variety of jobs produc-
tively. And such training certainly develops a
better, more satisfied, and more productive
worker all around.

This is of course only the sketchiest outline
of what, in practice, is a very big and difficult
program — and not only because the company
employs a 0,000 men. Every one of its 12 union
contracts, for instance, has to be renegotiated
if only to make sure that the emergency work-
ers can be confined to the jobs for which they
are best fitted and do not acquire seniority
rights that will prevent the company from hir-
ing young men when they are again available.
To make it possible for older women to be em-
ployed means split shifts and, in many cases,
part-time work — especially in drafting, book-
keeping, timekeeping, and so on. But, in the
three or four plants where the program has
been finished, it will widen the company's labor
reservoir fourfold or fivefold. And it should
give the company both greater flexibility in a
time of confusion and a more stable and more
loyal labor force.

National Policy. The changes in the com-
position of our population over the last ten
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years also pose very serious problems of na-
tional manpower policy.

In the first place, our situation today is the
exact opposite from that of the Soviet Union.
During the next five or six years our supply of
young people will be very small. In Russia it
will be large — the largest since before the First
World War — for the 1930's were years of large
birth rates and sharply declining infant mor-
tality in the Soviet Union. Five or six years
from now, however, the picture will change
drastically. We will begin to have a rapid in-
crease in the supply of young people of work-
ing and fighting age. In the Soviet Union, on
the other hand, infant mortality rose sharply
during World War II; in some districts it is
known to have approached 100%, and the mis-
carriage rate, especially in the areas overrun by
the Germans, is said to have risen to 60% or
more of all pregnancies. The Soviet Union will
thus have at least five years during which its
supply of young people will be dropping
sharply. (Whether there has been a real im-
provement since the end of the war is not
known; some observers doubt that there was
more than a very short-lived spurt.)

In other words, from the manpower point of
view alone our situation will deteriorate for
a few more years, after which it will improve
quite rapidly. And this certainly should be a
major factor in our planning and a major rea-
son why it would be to our advantage to have
the showdown come later rather than earlier —
if it has to come at all.

Another area in which population changes
will materially affect national policy is that of

the drafting of students. During the last war it
was possible to disregard all considerations ex-
cept those of immediate military strength in
our draft policy. We not only expected a short
war; we also had a very large reservoir of
young men to draw from. This time the reser-
voir is very small. And the emergency may last
very long. Can we afford to keep our young
men out of intellectual and professional
training?

Fven more important is the problem of the
treatment of foremen, of whom many are either
of draft age or reservists. Surely our trained
supervisors are one of our major productive
resources. But they are also the kind of men
most badly needed by the armed forces. How
can we insure an adequate supply of good
young people for the armed forces without de-
stroying our supply of intellectual and profes-
sional leaders and of trained supervisors on
whom both present and future productivity
depend?

These are questions of national policy rather
than of business policy — though they are ques-
tions which will deeply affect management's
operations, and which management may help
to solve. In the meantime, the greatest chal-
lenge of the population trends is to manage-
ment planning of company operations: in mar-
keting, in product development, in capital in-
vestment, and in manpower policies. Both for
the immediate emergency of the defense period
and for the long run, the population develop-
ment presents challenges of which only too few
managements are even aware so far.






