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that changed human existence. Among the twentieth century’s most 
important contributions was the gift of longevity. In 50 years (1980–
2030), global life expectancy is expected to increase by more than 
10 years, thanks to new medicines, advanced technologies, and progres-
sive social policies, enabling individual and societal accomplishments 
unimaginable in earlier generations.  

 Global Life Expectancy
*Projected.
 Sources: United Nations; Milken Institute.  
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  Longevity and Birth Rates  

 As people are living longer, they also are having fewer children, further 
aging the population. In the United States and Europe, birthrates have 
fallen for years, due to changing goals and values and access to birth 
control. The baby boom growth spurt during the 1940s and 1950s
put the annual U.S. birthrate at 25 per 1,000. That rate has plunged to 
13 per 1,000 at present. Europe’s birthrate has dropped dramatically as 
well, from 21 per 1,000 in the 1950s to 11 per 1,000 today.  

 Birthrates, per 1,000 People: 1960, 2010
 Sources: World Bank; Milken Institute.  
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 Selected Countries, Percentage of Population 50+, 2000–2030

Country 2000 2010 2030*

United States 27 32 36
United Kingdom 33 35 39
Germany 35 40 48
Italy 37 39 49
Russia 28 33 41
Japan 38 44 54
China 18 25 40

    * Projected.  
Sources: U.S. Census Bureau; Milken Institute.    

families in the 1970s. Asia’s annual birth rate has declined from 40 per 
1,000 in the mid‐1950s to 18 per 1,000 today.  

The size of the age 50‐plus population will be unprecedented by 
2030 in virtually all European and Asian nations, and in the United
States. More than one in three Americans will be over 50, as will approxi-
mately one half of the populations of Germany, Italy and Japan, and 
40 percent of China.    

 U.S. Over‐65 Population, 1950–2030
*Projected.
 Sources: U.S. Census Bureau; Milken Institute.  
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 The traditional “retiree” group, age 65 and older, will continue to grow 
in the next 20 years, from 0.5 billion globally in 2010, to 0.9 billion by
2030, although, as this book emphasizes, age today does not correlate 
with retirement as it did in the past. 

In the United States, the population age 65 and over will nearly 
double in a 20‐year span, growing from 40 million in 2010 to 73 million 
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 The Costs of Aging

 The world must address a range of emerging issues as it grows older. 
The aging population will take a toll in age‐related illness, including 
Alzheimer’s, which, without a cure, will affl  ict 7.8 million Americans by
2030. Nearly 12 million East Asians will suff er from dementia, and India 
will see a 61‐percent increase in diabetes patients by 2030. Medicare 
spending in the United States is expected to double within a decade.  

 Workforce growth is slowing. Workforces in many countries are 
actually shrinking as populations grow older. Today, every 100 people
in the traditional U.S. workforce age group—15 to 64—support about 

 U.S. Population by Age 2010–2030
 *Projected.
Sources: U.S. Census Bureau; Milken Institute.  
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in 2030. By the time the last baby boomer turns 65 in 2029, one in fi ve 
Americans will be age 65 or older.  

 By 2030, the number of Americans age 65 or older will surpass the 
number of children under 15.    

 Alzheimer’s and Dementia by the Numbers
 *Projected.
Sources: Alzheimer’s Association; Alzheimer’s Disease International; Milken Institute.  
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20 people over 65. By 2030, the same working age group will support 
32 people over 65. The ratio is changing even more rapidly in countries 
like Germany and Japan.        

Number of People 65+ Per 100 Working‐Age People, 2010, 2030**
 *Projected.
**Number of 65+ for every 100 people (15–64 years).
Sources: U.S. Census Bureau; Milken Institute. 
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 Mature Workers and Entrepreneurs—Resource for 
Economic Growth

 The aging population, however, has much to off er the world. Thanks 
to the improved health of older people and the growing recognition 
of their value, as well as labor shortages in many parts of the world, the 
65‐and‐older group in the global workforce will grow modestly from 
20 percent in 1990, to 22 percent by 2020.   The United States will see a more 
dramatic uptick, from 12 percent in 1990, to almost 23 percent in 2020. 

 Rise in the Percentage of Workforce Age 65+
 *Projected.
Sources: Bureau of Labor Statistics; Milken Institute.  
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   Older people are embracing more entrepreneurial roles, serving as 
catalysts in innovation, job creation, and economic growth. The Kauff -
man Foundation found in 2011 that one in fi ve new American entre-
preneurs were aged 55 to 64, and almost half of all new entrepreneurs 
were between the ages of 45 and 64. In Latin America/the Caribbean and 
in Sub‐Saharan Africa, a third of new entrepreneurs fall into the 45 to
64 age range. 

 In the United States, 9 million baby boomers are already in “encore 
careers,” according to a 2011 study by Metlife Foundation/Encore.org. 
Research shows that Latin America, the Middle East, and Africa are even 
more attuned to this trend—focused on both productivity and purpose.   

 Mature Consumers—The Emergence of the
Longevity Economy

 Importantly for the world economy, the baby boom generation by 
its sheer size is a key consumer segment—a market too big to ignore. 
Those over 50 account for almost half of U.S. disposable income and 
expenditures. A survey of 3,000 people in 23 countries conducted by
A. T. Kearney in 2011, found that people over 60 spent more than 
$8 trillion in 2010. That number is expected to rise to $15 trillion by 
2020. Business leaders, venture capitalists, and other investors are just 
beginning to understand the magnitude of the opportunity presented
by the longevity economy. 

 Percentage of New Entrepreneurs, by Age Group
 Sources: Kauff man Foundation; Milken Institute.  

20.9 29.4

20−34

35−44

45−54

55−64

22

22.7



xxxii i n t r o d u c t i o n

fl ast.indd xxxii 20/03/2014 4:29 PM

 And the Internet is an increasingly popular shopping destination 
for older people. A survey of consumers found that among people over 
50, 32 percent of Americans, 30 percent of Germans, and 31 percent of 
Britons are Internet shoppers.    

 Focus on the Upside

 A massive demographic shift is upon us and it’s changing our world. We 
can accept it, embrace it, and capitalize on it—or ignore it at our peril. 
The following chapters explore how we can reimagine and reinvent the
role and place of aging people as a respected, integral part of society. It’s 
time to set aside outdated and outmoded policies and practices, and divi-
sive politics, to enable successful aging and serve the long‐term interests 
of societies and individuals of all ages. The mature world is rising, and it’s
time to focus on the upside of aging.  

 Percent of People Age 50+ Using the Internet
 Sources: The Nielsen Company; Milken Institute.  
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shifts that were rooted in medical science and agricultural technologies, 
large-scale changes that improved sanitation and prevented the spread 
of disease. 

Today, the majority of infants born in the developed world can expect 
to live into old age. In coming years, families will routinely include four 
and fi ve generations. Growing old has its share of problems, to be sure, 
but the opportunity to grow old is very new. 

As lives were extended, families had fewer children. The combina-
tion of these two phenomena starkly reconfi gured population demo-
graphics and created aging societies. If people had begun to live longer 
but fertility had remained high, we wouldn’t have aging societies today. 
The consequences of this aging pattern are clear and enduring, not just 
a short-term function of the baby boomers aging. The fact that the vast 
majority of babies born will reach 65 and beyond ensures that the age 
distribution is here to stay.  1   Short of global plagues that target only
the elderly—science fi ction–like possibilities—there is every reason to 
think that these demographic changes will remain into the foreseeable 
future.2   

The numbers in Figure   1.1    are for the United States, a youngster 
when compared to our European counterparts. Western Europeans 
live longer and have lower fertility rates than Americans. Japan has 

 Figure 1.1       World Population by Age and Sex: 1950, 2050 (Projected)
  Source : UN World Population Prospects, 2012 Revision.  
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information, and aff ects attention and inhibition, as well as working, 
prospective, and episodic memory. Recollection and language are mildly 
impaired as time goes on. 

Most aggravating to many people is the deterioration of memory. 
The aging brain over time particularly loses working memory—the 
ability to engage in tasks while mentally holding multiple pieces of 
information. This type of memory helps us to process and store new
information, and to keep in mind the two or three numbers that we are
trying to add together. 

Older people are all too familiar with the troublesome inability to 
retrieve the exact word or name that they seek. A full spectrum of com-
edy relies on jokes in which an old person is asked the name of his old 
friend across the room. The punch line goes something like, “How soon 
do you need to know?” 

Working memory loss appears inevitable, aff ecting even the healthi-
est people as they age. It is well documented across race, sex, educational
background, and economic status, beginning, in fact, well before what 
we consider old age. Eff ects of slow and steady aging likely are linked to 
changes in the effi  ciency of neurotransmission. 

 Figure 1.2     Decline in Cognition in People with and without Dementia
  Source : R. S. Wilson, S. E. Leurgans, P. A. Boyle, and D. A. Bennett, “Cognitive Decline in Prodromal 
Alzheimer Disease and Mild Cognitive Impairment,” Archives of Neurology   (2011).  
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effi  ciency of processing new information, learning continues through the 
most advanced ages. Barring dementia, knowledge continues to build. In 
the general population, vocabularies are larger and knowledge about the 
world is greater in the old as compared to the young. It may take older 
people longer to fi nd words in conversation, but they know more of them. 

In highly practiced areas, expertise deepens. Keep in mind that 
research fi ndings about knowledge surely underestimate domain-specifi c 
knowledge because of the idiosyncratic nature of expertise. The gen-
eral measures researchers use don’t tap the deep knowledge that experts 
have in specialized domains. In one classic study of crossword puzzle 
champions, psychologist Tim Salthouse found that the older contenders 
performed better than younger ones, as seen in Figure   1.3   .10   Experts—
whether musicians, chess players, or scientists—often reach their peak in 
advanced years. Especially in areas of expertise, accumulated knowledge 
compensates well for processing declines. 

But it’s not a simple matter of accumulating facts and fi gures. Older 
people approach problems diff erently than younger people do. In The 
Secret Life of the Grown-Up Brain , Barbara Strauch,  New York Times  science 
editor, defi ed conventional wisdom by maintaining that the aging brain 
has strengths of its own that hold much opportunity for the betterment

 Figure 1.3     Crossword Puzzle Performance by Age 
  Source : T. Salthouse, “What and When of Cognitive Aging,”  Current Directions in Psychological Science
(2004).  
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 The vertical axis—“Who pays?”—identifi es the possible revenue 
sources for the markets and services. Private revenue sources include indi-
vidual households or private fi rms: for instance, a family that purchases 
mobile phone services for an elderly parent, or a business investing in
workforce training. Other fi nancial support comes from individuals, 
businesses, or governments, co-investing to create markets to improve 
quality of life or productivity, or to shoulder the public costs of necessi-
ties such as health care and pensions. 

 As shown in Figure   4.1  , four markets emerge from the new demog-
raphy:  Support, t Enabling,  g Lifestyle, and  e Social Impact.  The markets are not 

 Figure 4.1 Mapping Innovation Markets in an Aging Society 
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purpose. We want to keep our minds stimulated and maybe continue 
earning an income—but we also want to be engaged in something 
that feels meaningful, that has purpose, that allows us to feel lit up and 
turned on. 

The cyclic life also means openness to new kinds of spending (see 
Figure   5.1   ). Men and women over 50 now spend disproportionately to 
their numbers. Yet, much of the multibillion-dollar advertising world 
has historically targeted young consumers with the increasingly obsolete 
notion that lifetime brand loyalty is fi xed between the ages of 15 and 
25. After that, it was believed, people were so set in their ways that there 
wasn’t much value in advertising to them. However, while most TV pro-
gramming focuses on the youth demographic, it’s the 50-plus viewer 
that has both the money and the desire to buy new things. And “brand 
loyalty” may in fact be simply the seasoned consumer’s good judgment 
and concern for quality. 

Older consumers are less inclined to follow fads or buy on impulse 
than the young. A woman who has purchased 10 cars has a more critical 
eye than a fi rst-time buyer, and is likely to look for things not evident 
to the novice.  As well, older people pay attention to price, but are more 
willing than young people to pay for quality and service.   

 Figure 5.1     Cyclic Lifeplan 
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men and women are drawn to products or services that create a desirable 
experience. 

Having the money and time to travel, to learn, and to explore new 
areas of their lives, mature consumers pursue goals of personal well-
being and self-fulfi llment. While previous generations were relatively
conservative in their appetite for leisure, boomers are barreling toward 
their retirement years with a bigger sense of wonder about the world 
and its people, and about the value of time spent in faraway places. 

Another sector primed for age-related transformation is the food 
and beverage industry, which will see revolutionary changes as it adapts 
to older bodies. The average 30-year-old has 245 taste buds on each little 
bump (papilla) on the tongue. By the time that person reaches 80, he or 
she will have only 88—a decrease that makes it harder to discriminate 
among sweet, bitter, sour, and salty. Older people who don’t feel like eat-
ing may not be depressed or ill, but perhaps simply uninterested because 
food doesn’t taste the way it used to. They often add more spices or 
sweeteners to their food in an attempt to recapture tastes they remember 
from their youth. 

 Figure 5.2       Increase in Plastic Surgery Procedures 2000–2012
  Source : American Society of Plastic Surgeons 
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 As food manufacturers and restaurants meet these age-related chal-
lenges, seniors will fi nd more enjoyable dining experiences. The market 
is ripe for the emergence of specialty foods designed to appeal to their 
palates while at the same time meeting their nutritional needs. Since 
83 percent of people over 65 have at least one chronic degenerative 
disease 6   (see Figure   5.3    for health problems in the over-50 age group), 
the market will have to adjust with age-related dietary revolutions in the 
ways we grow, manufacture, fl avor, and distribute food. 

    Comfort Matters

 As we age, we become more interested in physical and psychological 
comfort—as manifested by the growing interstate “gray migration.” 
Knowing why and where people move provides a useful insight into the 
quest for comfort. Half of all Americans over 65 who relocate are leav-
ing familiar neighborhoods to move south and west for warm weather 
and comfort. 

 Figure 5.3 Leading Health Problems, Age 50+ 
 Data Source: AARP Public Policy Institute, “Chronic Condition Prevalence in the 50+ US 
Population,” 2011.  
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The Sun Belt migration is easy to understand since the incon-
veniences of winter—shoveling snow, driving on icy roads, and being 
housebound much of the time—all weigh more heavily on the old. Sun 
Belt states thus are highly sought destinations for them (see Figure   5.4   ). 
Together, Florida, California, Arizona, and Texas account for nearly half 
of all older Americans who move to new states.7

  The desire to be comfortable goes far beyond a warmer climate. 
As we age, we come to feel that we’ve had enough hassles. We are less 
inclined to conform to products that were not designed for ease of use. 
Older Americans can expect more convenient products as savvy devel-
opers become more attentive to age-related physical changes. 

 Next time you’re at a traffi  c light, ask yourself how we decided on 
the number of seconds needed for pedestrians to cross the street. How 
was the font for newspaper typeface determined to be the right size? 
How do we decide on the colors for a cereal box, on the brightness of 
images on a computer monitor, on how much strength it should take to 
open a bottle of soda, or how high bus steps should be?

 We have woven a physical world that is as suited to our needs and 
activities as a beehive is for its bees. But it revolves around an ideal 
in the form and physiology of youth. Margaret Wylde, president of 
ProMatura, a market research fi rm specializing in senior consumers, 

 Figure 5.4     Top Ten Relocation States for Older Americans 
 Data Source: 2010 Del Webb Baby Boomer Survey.  
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The people earning those college degrees increasingly are women. 
As noted in Figure   9.1   , less than a quarter of fi rst professional degrees
(MBA, JD, etc.) were awarded to women in 1980; today half are. In 1980, 
half of all master’s level degrees were awarded to women. Today nearly
two thirds are, as seen in Figure   9.2   .  9

We can anticipate that as these women join the aging population, 
their civic engagement will align with the current statistical patterns 
linking education and employment with volunteerism. Increasingly we
will fi nd them in the ranks of Golden Age philanthropists. 

Women’s philanthropic potential also is bolstered by the diversifi -
cation of wealth. In 1970, 7 percent of married households had wives 

 Figure 9.1     First Professional Degrees Awarded, by Gender 
  Source : National Center for Education Statistics.  

0

20

40

60

80

100

120

20102000199019801970

Female

Male

 Figure 9.2     MA Degrees Awarded, by Gender 
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 Conclusion 

 The relationship between an aging demographic and philanthropic 
opportunity naturally is not limited to the United States. The global
aging population may have an even greater opportunity to be the bul-
wark of civil society in nations with young and formative democracies. 
Many of these newly open nations face a long road to stable governance. 
Perhaps the best role we can play is to demonstrate how aging and phi-
lanthropy work together to provide community stability and strength 
through individual eff ort. 

For the United States, this is a time of demographic change with 
important implications. We have before us enormous opportunity: a 
chance to reinforce our own civil society and to strengthen the traditions 
of individual commitment to the common good that promise a confi dent 
future. This Golden Age civil society, tied to philanthropy and engage-
ment, can enormously benefi t the nation’s long-term health. It can oxy-
genate the lifeblood of our commitment to shared values and solutions. 

We recognize that no amount of engagement, philanthropy, good 
will, or commitment to community will prevent or solve all problems. In 
the fi rst Federalist Paper, Alexander Hamilton, looking back over the new 
nation’s experience, noted that, “It is perhaps more to be wondered at 
that we have done so well, than that we have not done better.” The same 
could be said of philanthropy and engagement in aging communities. 

 Figure 9.3       Issues Selected as “Very Important” by High-Net-Worth Individuals 
in Their Philanthropy (by Age Group)
  Source : B. Love, S. Raymond, J. Moore, Giving Through the Generations , 2009.  
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 Table 10.1   Urban Response to Concerns of Older Residents

Concerns of older Residents 
about Aging at Home Urban Service Responses

Frustration at immobility, 
dependency on others for 
errands

Use technology to create 
links to delivery services, 
such as grocery valet services

Provide public van transport Create “virtual community” 
organizations to provide 
transportation assistance

Deterioration of the home: 
costs of housing and
improvements

Off er a package of certifi ed
“life-span” improvements at
reasonable costs

Enforce building codes in 
rental properties

Facilitate access to federal 
programs off ering fi nancial 
assistance for home repair

High utility costs Design certifi ed energy
effi  ciency programs targeted
to homes of older residents

Provide energy discounts for 
senior ratepayers

Off er emergency assistance 
with high utility bills 
during extreme weather

Fear of crime: home 
burglary, assaults on streets

Specialize community policing 
in NORCs focused on older 
residents and their needs

Use technology to increase
in-home security i.e., alarm
systems, “life-alert” devices

Upgrade street lighting

Overall eff ects of 
impairments and facilities

“Ageify” the home: 
bathroom and kitchen
modifi cations, proper 
lighting

Apply communications 
technologies

Engage “virtual
communities” in household 
assistance or fund home-
care health specialists

Loneliness, isolation from 
friends and family

Off er transportation access
to community social settings
such as senior fi tness and
nutrition centers

Encourage creation of virtual
community networks in urban 
neighborhoods

Expand use of home health 
care specialists

(continued)dd
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Concerns of older Residents 
about Aging at Home Urban Service Responses

Fear of falling or illness 
without ability to 
communicate

Build on communications 
technologies, such as visual
Skype, to create links to 
emergency services

Create a community outreach
to check on seniors, especially 
the most frail

Off er home health care
specialists to regularly call 
on older residents

Pain or inadequacy in 
managing daily activities
in the home

Off er community-based 
home health care appropriate 
to the level of debilitation

Match community-based home
health care with community 
health care facilities

Create a clearinghouse 
to help seniors maximize 
access to federal health 
fi nancial assistance

Lack of money for cost of 
living

Use federal subsidy programs
for life-span home packages

Off er fi nancial counseling 
specifi c to aging needs

Provide technical advice
to explore federal income 
assistance programs

Fear of high volumes of 
fast traffi  c

Provide van transportation
linked to communications 
devices for personalized
service

Be attentive to traffi  c fl ow 
issues; mitigate with speed
bumps, targeted enforcement, 
signage, and stop lights

Use senior overlay districts 
to guide zoning and traffi  c
decisions in NORCs

Danger of misusing 
appliances such as a stove 
or oven

When replacing appliances, 
install with age-appropriate
controls and handles

Conduct community briefi ngs
to include instruction on safety
precautions

Assign home health care
specialists to monitor home
safety conditions

Table 10.1 (Continued )
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Table 10.2     Targeted Strategies in Cities Addressing Needs of Seniors

Strategy Examples

Off er aff ordable
housing options
suitable for “aging
in place” 

Cities with low costs of living such as Pittsburgh, Omaha, 
and Des Moines off er an available stock of quality housing.

Some high-cost cities—such as New York and Boston—
have made large-scale commitments to enlarge their 
stock of aff ordable senior housing.

Undertake a
comprehensive
approach to
planning and zoning
for the needs of the
elderly

New York City has two “senior overlay districts” to guide
enactment of measures related to dwelling units, health 
facilities, recreational sites, and concentrated services.

The New York City chapter of the American Institute of 
Architects has formed a working group of housing experts 
to explore adaptive reuse of apartments for seniors in low-
rise walk-ups and high-rise elevator buildings.

Address public 
safety and personal
security by targeting 
crime initiatives 
and traffi  c safety
measures

Cincinnati deployed its Madisonville Neighborhood
Community Problem-Oriented Policing Team to develop 
a tactical response for a senior housing complex in 
partnership with the residents.

New York City funded the Lincoln Square
Neighborhood Center to develop a NORC-supportive
Senior Program, including close collaboration with the 
NYPD to address safety concerns.

Provide access
to health care, 
including quality
geriatric services 
and home health
care

Madison, Wisconsin, which ranked fi rst in the Milken
study for health care accessibility, manages its own quality 
health care system.

Other small metros, such as Jackson, Mississippi, and Little
Rock, Arkansas, have extensive medical capabilities at
inexpensive prices.

San Francisco’s On Lok Senior Health Services established
a national model for the Program of All-inclusive Care for 
the Elderly (PACE) system of community-based care.

(continued)dd

 No major American city has yet implemented an overall strategy to 
reconfi gure land uses and basic services to address the needs of aging res-
idents, although some are making inroads. Washington, D.C., for exam-
ple is working on an overall strategy to become an age-friendly city. 
Several progressive leaders in forward-looking cities across the nation are 
advancing creative ideas, as seen in Table   10.2   .    
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Strategy Examples

 Support overall
wellness, including
nutrition, recreation
programs, and
public facilities for
fi tness activities

Bridgeport/Stamford/Norfolk, Connecticut, is ranked
second in the Milken study for its many recreational
centers and high levels of physical activity among seniors.

San Antonio Sports for Life program off ers dozens of 
competitive sports programs for seniors into their eighties.

New York has designed diff erentiated space in public
parks such as Washington Square Park, to assure safe use 
by people of all ages, including seniors.

 Promote fi nancial
security through
work opportunities, 
retraining, and
income supports

Provo and Salt Lake City (Utah), stand out for 
opportunities off ered to seniors in small business and 
entrepreneurship, and have strong community college and 
university programs to assist seniors.

Other mid-sized metros such as Omaha, Nebraska, and 
Des Moines, Iowa, encourage their strong service sectors 
to create employment opportunities for seniors.

Sioux Falls and Rapid City (South Dakota), have high
employment rates for seniors in a state with one of the 
highest per capita levels of funding for senior services.

 Enable
connectedness
and engagement
in community
life through
outreach programs, 
lifelong learning, 
intergovernmental
involvement, and
cultural initiatives 

Pittsburgh, with a high concentration of over-65
residents, involves its community colleges in senior 
connectedness though education and retraining.

Boston’s Beacon Hill Village uses social networks to 
connect seniors to transportation, health care, home 
repairs, and other assistance for aging in place.

Portland Community College in Oregon supports
Life by Design NW to connect seniors to volunteer 
leadership and community service.

Burlington, Vermont, funds programs to keep seniors 
engaged in community life at high levels.

 Improve 
accessibility to
public transit and
modify street
environment to be
conducive to safety

New York City, Boston, San Francisco, and Washington, 
D.C., are ranked high in the Milken study for accessible
public transit and accessibility to neighborhood grocery 
and convenience stores. All have extensive subway systems
integrated into other public transit.

Among cities without subway systems, Salt Lake City has
kept fares aff ordable and Baton Rouge has invested in
transportation for seniors.

San Francisco off ers Silver Ride, to provide rides, trip 
planning, and accompaniment to medical services.

Table 10.2 (Continued )
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Our challenge is to understand the complexities of these changes 
and to address the growing insecurities and fears, especially among older 
people who fear that somehow they will lose as immigrants fl ood in, 
and that the American dream and character that they cherish will be lost 
amid this sea of new arrivals. The question today is: Can we recognize 
the self-interest we all share in ensuring that the newcomers succeed in 
becoming full members of U.S. society, and once again meet this chal-
lenge despite the inevitable discomfort and dislocation of new arrivals? 

The nation faces two key milestone years: 2030 with the matura-
tion of the aging baby boom generation,2   and 2042, when we will see 
what it means to be a majority-minority nation. These two dates can
be benchmarks by which to measure how we respond to the changing 
demographics. 

The Hispanic population will more than double between 2012 and 
2050, becoming 30 percent of the population and the largest minority 
group, as seen in Figure   12.1   . By that time the number of adults over 
65 will have more than doubled, creating the largest “senior citizen” 
group in our history.  3

 Figure 12.1       Increase in Hispanic Population, 1980–2050 
  Source : U.S. Census Bureau, 2002b and 2008c; Hayutin, A., Dietz, M., & Mitchell, L. (2010). New 
Realities of an Older America: Challenges, Changes and Questions , Stanford Center on Longevity.  Retrieved
from: longevity3.stanford.edu/wp…/New-Realities-of-an-Older-America.pdf.  
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  Other racial and ethnic groups also are increasing, and the United 
States in 2042 will become a majority-minority nation for the fi rst 
time.4   But while the non-Hispanic older white population steadily 
declines, as seen in Figure   12.2   , this group will continue to exercise 
inordinate electoral infl uence. Given that older persons are more likely 
to vote than younger groups, elderly whites may control the political 
agenda in the midst of a growing young Hispanic and immigrant 
population. 

  Rather than viewing this demographic transformation as a prob-
lem, we can realize the upside by accepting it as a positive change and 
developing a roadmap for public policy actions to once again integrate 
the newcomers into American civic and social life. By doing so, we can 
retain this country’s soft power as a democratic and open society and in 
turn enhance our global leadership.   

 Figure 12.2       Older Population by Race and Ethnicity 
 Note: NH = non-Hispanic; Other NH = non-Hispanic and two or more races, American Indian and 
Alaskan Native, or Native Hawaiian and Pacifi c Islander.
 Source : U.S. Census Bureau, 2008c; Hayutin, A., Dietz, M., & Mitchell, L. (2010). New Realities of an 
Older America: Challenges, Changes and Questions , Stanford Center on Longevity. Retrieved from: longev-
ity3.stanford.edu/wp . . . /New-Realities-of-an-Older-America.pdf.  
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and fertility rates. As discussed elsewhere in this book, the popula-
tion is aging in large part simply because people are living longer—
average life expectancy will move into the eighties after 20308  —and
the simultaneous rapid aging of the baby boom generation.  9   Perhaps 
more profound is that U.S. fertility rates at the same time are declin-
ing, to 1.9 births per woman in 2010, below the replacement level 
of 2.1.  10   

 Added to these changes are two lesser-known but pertinent devel-
opments: Latinos are also aging and they too have a baby boomer 
cohort. As Figure   12.3    shows, Latinos and baby boomers have a demo-
graphic destiny. In 2000, 10 percent of baby boomers were Latino and 
therefore make up a signifi cant portion of the demographic change 
that is occurring.11   Thus, understanding the characteristics of this
largely unknown segment of the population will help policymakers 
prepare for the future. 

  This demographic overview points to a transition evolving by 
2050—aging baby boomers, Latinos as the largest minority group, 
and the decline of white, non-Hispanics as the majority population. 
This change is not to be feared. Rather we should understand and 
adapt to it.   

 Figure 12.3       A Confl uence of Two Populations:  The “Hidden Boomers” 
 Data Source: UCLA Center for Policy Research on Aging.  
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employee participation or urge them to save at higher rates. A vocal 
minority mourns the shift to defi ned contribution from the old defi ned-
benefi t (DB) pension system. They’ve ignored DC’s successes, and 
overstated the historical breadth of DB coverage and level of income 
replacement.   

 The Way Forward

 In general, the industry can deliver retirement solutions through incre-
mental innovation, particularly in plan design, enrollment, delivery of 
guidance/advice, and investment portfolio construction. 

Importantly, we have a vast body of research and data—from EBRI’s 
work on retirement confi dence and LIMRA’s focus on pre-retirees, to 
insights from the Plan Sponsor Council of America and the Investment 
Company Institute, not to mention our own professional experience. 
The Retirement Ecosystem graph, Figure   14.1   , depicts each of the stake-
holders in retirement readiness.   

 Figure 14.1       The Retirement Ecosystem 
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and investment accounts, so planning and guidance are based on a 
complete picture as opposed to a single account.     

 Investment Manager Call to Action 

 Having suff ered two major market downturns since 2000, and a sus-
tained low interest–rate environment, today’s investor is right to ques-
tion traditional portfolio strategies. Using the 2008 tail event (40-percent 
market drop) as an example, an investor earning subsequent returns of 
6 percent a year would take more than eight years to fully recover. For 
an investor already in retirement, any signifi cant drop is even harder to 
recover from. 

To help retirees build resilient investment portfolios, we must rethink 
portfolio construction, developing new outcome-oriented products that
address four key risks—infl ation, market volatility, income, and longevity, 
as seen in Figure   14.2   .   

 Solving for Infl ation   Given longer life spans, and the fact that even low 
infl ation can erode purchasing power over time, infl ation is the greatest 
risk facing older investors today. A dollar invested in the S&P 500 in 1971 
appreciated to $2.27 at the end of 1982. Yet on an infl ation-adjusted basis, 

 Figure 14.2       Rethinking Portfolio Construction 
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that dollar depreciated to 96 cents. At just 3 percent infl ation, a retiree’s 
purchasing power is halved over the course of a 25-year retirement. 

 Infl ation risk cannot be diversifi ed away using only traditional asset 
classes. Advisors and investors need to move toward real asset and real 
return strategies—such as Treasury Infl ation-Protected Securities, com-
modities, Global REITs, natural resource stocks, and Master Limited
Partnerships—to address the risk, and provide true diversifi cation.   

 Solving for Volatility  The chances of a retiree outliving his or her 
assets depends not just on average annual total returns but on the pattern 
of returns:  

Beginning 
portfolio
value

Year 1 
return

Year 2 
return

Year 3 
return

Average 
annual
return

Ending
portfolio
value

Portfolio 
A—500,000

+6 percent +11 percent +7 percent +8 percent $629, 481

Portfolio 
B—500,000

+18 percent -30 percent +36 percent +8 percent $561,680

 Alternative Strategies   Using tools such as leverage, short selling, 
and alternative assets can complement traditional long-only investment
portfolios to achieve greater diversity of investments and minimize the
impact of market volatility.   

 Solving for Income and Growth   With investors’ potential to live
20, 30, and even 40 years in retirement, asset managers have a lot of 
opportunity to help seniors manage the risk of outliving their savings. 
Building on the industry’s track record in asset allocation, for instance, 
we developed a fund that brings together multiple asset types and mul-
tiple asset managers to provide consistent income and address the need 
for capital appreciation.    

 Policymaker Call to Action 

 As mentioned, the Pension Protection Act went a long way to estab-
lish defi ned contribution as the vehicle for building retirement secu-
rity in the United States. That said, several key challenges remain in 
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