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AbstrAct

The extension of work careers is one of the key targets of social policy in the EU as well as in 
Finnish national policy-making. But how is this objective of lengthened work life received at the 
workplace level? This study examines the aim of extending working careers at an organizational 
level. The data comprise interviews with human resources managers, shop stewards, and em-
ployees reaching the end of their working life, conducted in ten Finnish work organizations. Four 
different age policy lines can be distinguished from the data. First, the age policy practices of 
manufacturing enterprises are very much alike in that a clear turn has occurred from favoring 
the unemployment pension path in the case of dismissals to extending working careers. Second, 
the age policy of public sector organizations encourages investment in extending the working 
careers of older employees, though young people are clearly preferred in recruitment. The third 
line can be found in private service sector enterprises that utilize age segmentation based on 
the age of their customers – young waiters for young customers, for example – while the fourth 
can be described by the words ‘situation-specific’ and ‘passive’. No input is made into extending 
working careers and the unemployment route is used as the means of dismissal where needed. 
The study reveals that the organizations’ age policies are strategic in nature: longer working 
careers are supported and older people are hired only if it is strategically sound. It can be said 
that workplaces currently determine the boundaries of who and at what age people are fit for 
work and of ‘working age’. 
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Introduction

One of the central aims of the EU’s and Finland’s national employment and pension 
policies is to prolong work careers, to postpone the average age of retirement, and 
to raise the employment rate of older workers. The demographic development in 

EU countries and the ageing of the workforce are factors that have brought these ques-
tions onto the political agenda. The ageing of the population is creating new economic 
and socio-political problems that need solutions. There are fears of labor shortages, eco-
nomic recession, and the unsustainable growth of pension expenditures, and raising the 
effective retirement age is seen as a solution to these issues. If people worked longer, it 

1 Anna Pärnänen, Labour Force Survey, Box 5B, 00022 Statistics Finland, Finland.  
E-mail: annaparnanen@gmail.com



68 Does Age Matter in HR Decision Making? Anna Pärnänen

would both improve the dependency ratio and decrease pension expenditures (Andersen 
et al. 2007; Myles 2002). 

The important factor behind the interest shown in older workers is the phenomenon 
of early exit from the labor market – that is, leaving work before the statutory retirement 
age – which has been a common labor market phenomenon since the 1970s in most EU 
countries (Kohli and Rein 1991). However, since the beginning of this century, there 
has been a positive turn in the employment rates of people aged between 55 and 64 in 
the EU25 countries, although the differences between EU countries are still significant 
(Pärnänen 2011). 

In Finland, long-term developments have been similar to other EU countries: at 
its lowest, in 1994, the employment rate of the age group in question was as low as 
34%, although Finland has, however, managed to achieve significant positive develop-
ment in this field. Besides its strong economic upswing followed by increased labor 
demand, this success story is also a result of the various tools developed to tackle the 
problem, such as introducing economic incentives for employers to discourage their us-
ing early exit routes and organizing campaigns against age discrimination (Ilmakunnas  
and Rantala 2005; The Many Faces… 2002). The most important tool is, however, 
the pension reform of 2005, which includes a new flexible retirement age and heavy 
economic incentives for older workers to remain in employment. The changes made in 
employment and pension policies are so profound that it can be said that there has oc-
curred a clear turn to new age policies. Earlier, during the time of old age policies, the 
labor supply was regulated through pension policies, using mechanisms such as early 
pensions, which, especially the unemployment pension, functioned as tools used to al-
leviate the effects of structural change and the problem of unemployment (Ilmakunnas 
and Rantala 2005). 

Despite the improved employment situation of older workers, however, the question 
of early exit from the labor market is still very relevant today. The aim to postpone the 
average age of withdrawal from the labor market is still on the political agenda both 
at the national level in Finland (Government Programme 2011) and at the EU level  
(Europe 2020 targets). 

research question

Policies can be changed, but can also the behavior of employers and employees be 
changed? New age policies have targeted two groups: first, employers, who are expected 
to implement personnel programs that would support their employees staying at work 
until retirement age and also promote the selection of older unemployed candidates 
when hiring new staff; and, second, the older age cohorts themselves, who are encour-
aged to avoid using early exit routes, meanwhile being supported in caring for their 
work competence and health. 

However, choices about the length of working life are not made independently by 
either group; rather, it is the work organization itself that creates the micro-context 
wherein the decisions of both parties are made. In this article, I will examine how this 
objective of extended work life is received at the workplace level. What motivates em-
ployers to endorse long working careers and hire experienced rather than youthful 
staff, for example? I also investigate the extent to which organizations have age-specific  
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human resource policies, and what kinds of processes are involved when decisions about 
staying at work or leaving work are made at the organizational level.

Here, human resources management (HRM) is understood as the organization’s 
long-term plan for ensuring that a sufficiently large and sufficiently competent group of 
people carry out and develop its activities (Viitala 2002). The main concept used here is 
‘age policy’, by which I mean the attitudes and the practices concerning older workers 
implemented in everyday HRM. The term ‘policy’ refers to coordinated, programmatic, 
and planned operations. Most of the organizations that participated in the study did not 
have age policies in that sense, but even if their practices were not specifically codified, 
clear differences in HRM based on age can be found when analyzing age-related deci-
sion making. 

The article begins with discussion of the context of age policies in various types of 
organizations, followed by description of the qualitative data and research methods. The 
third section presents the study results: four different age policies are distinguished in the 
data. Conclusions are made in the final section.

the context of organizations’ age policies 

To examine the age policies in employing organizations, we must have an understand-
ing of the kinds of factors that affect their formation (see Figure 1). During the course 

 level 

Socio-cultural conceptions of age 
- institutionalization of life course 
- biological, chronological, social age 
- age discrimination 

Structural factors  
- upswings and downswing of economy 
- labor supply 
- demographic changes  

Ins�tu�onal factors 
- employment and pension poli�cs 

Organiza�onal level 
- strategic choices 
- technological development 
- demands of produc�vity 
- new managerial approaches  

AGE POLICIES

 

Figure 1: Context factors affecting age policies in employing organizations.
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of research, I differentiated three important issues contributing to context: 1) socio-
cultural conceptions of age; 2) structural changes; and 3) the institutional frame. Fur-
thermore, each case is affected by specific organizational conditions, where strategic 
choices and decisions to adopt new technological innovations, management tools, and 
internal changes take place. 

the institutional frame 

Employers, employees, and shop stewards make their decisions in a specific institutional 
context. To draw attention to institutions is to underline notions developed in new insti-
tutional theory-building (Immergut 1998; Schmid 2006) where it has been pointed out 
that the same actors with the same preferences could make different choices in different 
institutional frames. The second argument made by theorists of new institutionalism 
is that institutions have a normative nature; institutions can be used to guide people 
toward desired behavior. Third, relations between institutions and behavior are bidirec-
tional. Institutions matter; although they are a result of human activity, they condition 
behavior and form that functional and interpretative framework within which people 
act and perceive their life (Kangas 2000). Here the pension and parts of the unemploy-
ment insurance system are examined as institutions that direct the decisions of organi-
zational-level actors.

In Finland, there are several different institutional early exit pathways 1) the old 
age pension and gradual retirement, 2) disability, and 3) unemployment (Gould 1999). 
Before the pension reform of 2005, the old age pension started at the age of 65, but with 
the flexibility introduced in the reforms of that year it may take place between the ages 
of 63 and 68 (the exact time of exit to be decided by the employee him/herself). Reach-
ing full retirement age and accepting the old age pension is seen as the norm and the use 
of other pathways is considered to be ‘early’ in comparison. 

Here the different exit routes are not presented in detail (for fuller discussion, see 
Hytti 2002); however, one observation must be made. It is important to underline that 
the instigator of selection of an early exit pathway depends upon the pathway itself. In 
the use of routes 1) and 2) mentioned above, the employee is the instigator; the employee 
himself/herself must apply to make use of them. In addition, the disability pathway  
always needs a medical doctor’s supporting statement and is highly regulated; therefore, 
it is not fully a ‘free choice.’ On the other hand, the unemployment pathway requires 
the employer to dismiss an employee and provide legal reasons for doing so. In terms of 
this study, the most important early exit route is the latter one: an unemployment pen-
sion at the age of 60 or the so-called unemployment pension tube at the age of 55. After 
2005, the unemployment pension was abolished as such, but there is still a possibility 
for people aged 57 or over to leave work through the unemployment pathway since the 
‘tube’ still exists. 

As different studies have shown, multiple changes made to pension conditions – 
raising and lowering the age limits of unemployment pension, introducing new indi-
vidual early exit pathways, stricter medical criteria – have always been reflected in the 
volume and age of early exit (Hytti 1998; 2002; Järnefelt 2003; Rantala 2002). At an 
organizational level, the institutional frame indeed matters, both in the case of individu-
als’ desire to leave work and in employers’ goals to reduce their labor force. 
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structural changes and changing working life 

Besides the institutional frame, changes in the economy and working life also create 
an important context for the development of age policies in employing organizations:  
structural factors such as demographic alteration (the ageing of the population for in-
stance) and their effect on the labor supply form an important structural context to 
organizations’ functions. Second, the business cycles of different branches of a national 
economy – their upswings and downswings – directly influence the demand for labor, 
while increased competition both in international and national markets is even more 
influential in the way in which business activities are conducted at the organizational 
level. 

When examining the age policies of organizations, it is also important to think 
about the kind of work environment that would attract people to stay as long as  
possible. It seems that there is a shared understanding among researchers in the field  
that working life has changed substantially over recent decades. However, there are 
contradictory views on whether it has changed for the better or for worse (Bradley et al. 
2000; Green 2006; Julkunen 2008). 

Empirical evidence and arguments offered by more theoretical approaches (e.g., 
Siltala 2004) suggest today’s working life is more demanding for employees than previ-
ously. It is argued that in today’s work, higher qualifications are needed and that knowl-
edge has become a more important feature of work. Furthermore, incessant and paced 
changes have become common features; there is increased flexibility in labor markets 
and therefore uncertainty regarding employment has become a normal state of mind. 
Reflecting this, attributes such as intensification, effectivization, and time pressure are 
often applied to describe the state of contemporary working life (Beck 2000; Casey 
1995; Julkunen 2008; Lavikka 2004; Lehto and Sutela 2008; Sennett 1998). 

However, empirical survey research also shows directions of change for the bet-
ter. For example, Finnish employees have become increasingly white-collar and better 
educated and the number of people considering their work monotonous has decreased. 
Employees have increased opportunities to influence their work with regard to the divi-
sion of tasks, working methods, and especially task content (Lehto and Sutela 2008). 
Furthermore, in many workplaces, it is actively aimed to diversify employees’ occupa-
tional competence and additional education is widely offered (Melin and Mamia 2006). 
In this respect, the survey results collude with the suggestion that there is more inde-
pendent work becoming available, with more opportunities for personally fulfilling and 
rewarding employment. Tuomo Alasoini (2010) has argued that compared with other 
countries, Finnish employees are rather satisfied with their personal working conditions 
and that there has been no significant change either for better or for worse. He claims 
that any problems are the result of bad organization and management rather than higher 
demands. 

I see this change in working life as having an age aspect. Research has shown 
that there is a clear link between working conditions and remaining in work until 
retirement age: if the pressures to produce are raised, attachments to work tend to 
reduce. Psychological and physical strain has a similar impact. (Forma et al. 2004.) 
Furthermore, willingness to stay at work until retirement age decreases when there is 
increased time pressure, fear of more demanding work tasks in the future, and fear of 
the workload increasing to an unbearable level (Lehto and Sutela 2010; Pekka 2010; 
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Saari 2008). Thus, in modern working life, there are features that support extended 
careers, such as opportunities for more independent activity, but there are also features 
that make the goal of late retirement especially challenging. The survey results show a 
negative development in the very features of working conditions that would encourage 
longevity of work life: reasonable work loads, moderate time pressure, and bearable 
mental and physical strain (Lehto and Sutela 2008). Even though more demanding 
work does not necessarily mean poor working conditions, these directions of change 
need to be tackled in order to achieve higher employment among older workers.

socio-cultural conceptions of age 

Chronological age is one of the basic variables in working life research and one of the 
key factors in this research also; concerns about the employment of certain age groups 
have caused a variety of socio-political and institutional initiatives. However, other  
dimensions of age can be distinguished that include biological, social, institutional, and 
subjective age (Aapola 1999). For this study, the important notion is that age is also a 
social characteristic. The kind of meaning age is given is linked to the age conceptions 
common to a community and specific to a particular historic time and its social and 
cultural factors (Vincent 1995). It follows that the age policies of organizations are 
not detached from socio-cultural conceptions of age. Based on age, we all have certain  
conceptions of other people that may be negative, positive or neutral; toward older 
workers they are more often negative (Taylor and Walker 1994; Vaahtio 2002).

In the research literature on working life, the cultural conceptions of age are usually 
discussed in relation to the question of age discrimination. The main argument is that 
employers make decisions based on inaccurate myths about the work ability and com-
petence of older workers (Ilmarinen et al. 2003; see also Duncan 2001; McGoldrick and 
Arrowsmith 2001). Age discrimination is seen as a reason for the phenomenon of early 
exit as employers intentionally push older workers out of work through different early 
exit schemes and institutionalize prolonged unemployment due to their unwillingness to 
hire older persons. 

Colin Duncan (2001) has discussed the question of age discrimination in employ-
ment extensively, noting that: ‘Discrimination against older workers, not only with  
regard to exit policies but also with respect to recruitment and training restrictions, is 
deemed both irrational and commercially damaging. This view is currently so prevalent 
as to seem almost unchallengeable’ (2001, p. 35). Yet, it is a position that needs further 
examination and for this purpose Duncan describes the different implications of em-
ployer policies toward older workers: whether positive or negative, in the perspective 
of commercial rationality, policies may either be rational or irrational. This raises the 
important question of why employers might act in a way that would be commercially 
irrational. This issue will be discussed below.

Institutionalization of the life course

There is one more issue that should be taken into account when examining age in work 
organizations, one which is directly related to socio-cultural conceptions of age: our 
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perceptions of the life course and their links to welfare institutions. The pension system 
in the modern welfare state does not only frame (by limiting and offering possibilities) 
the decisions of employers and employees with regard to early exit, but it also creates 
and promotes the notion of commonly shared life phases. There is the time of prepara-
tion (childhood, youth), the time of activity (adulthood), and the time of retirement (old 
age). Here, I use the term life course institutionalization (Kohli 1986). In addition, mod-
ern life is segregated according to age: school for children, work for adults, retirement 
and old people’s homes for the elderly (Julkunen 2003). The life course that consists of 
these phases can be seen as an independent dimension of the social order and thus as 
a social institution in itself and is ‘organized around the system of labor that prevails 
in society’ (Kohli 1986, p. 272), but as age relations and assumptions concerning them 
are temporal and local and tied to political, economic, social, and cultural contexts  
(Lallukka 2003), the modern culture of the welfare state is necessary in order to phase 
one’s life course in this way. ‘Retirement’ as a phase of life is itself a modern achievement 
of the welfare state. The idea that work can be terminated on the basis of chronological 
age is historically new, developed in the context of the welfare state (Phillipson 1999). 
Assumptions of different life phases are relational; if there are changes in the living  
conditions or assumptions about a certain life phase, it affects the assumptions of  
another life phase (Bradley 1996; Hareven 1995). Today, ‘retirement’ as a phase of life 
has an important meaning in people’s understanding of their later life. 

the data and research method

The study material comprises interviews conducted in ten work organizations with 
human resources managers, shop stewards, and two or three older employees (eleven 
women, twelve men, all over 56 years). Human resources managers are seen as represen-
tatives of the employer and shop stewards as local-level union representatives, and both 
are considered representatives of the corporate system of industrial relations, with its 
conflicts, different interests, and agreements. These two representatives are the negotiat-
ing partners at the organizational level especially in case of redundancies, but also more 
broadly in many HRM issues. The interviews with older employees are used to provide 
an employee-level perspective on age issues. With the three different perspectives of 
employer, local union, and individual employee, I aim to offer a view of the situation 
that cuts across the organization though the main sources of information in this article 
are the interviews with human resources managers. All were conducted in five different 
towns in Finland at the beginning of the twenty-first century. 

The organizations selected include seven private companies and three public  
organizations. In order to interview both male and female workers, different industries 
were included in the sample. The organizations are described later in more detail. The 
thematic interviews included questions aimed at investigating the role played by age 
in decision making in situations such as recruitment, redundancies, and other human  
resources issues. The attitudes to age of the human resources managers were also dis-
cussed during the interviews. The aim of the study is data-centeredness by applying 
grounded theory methodology (Strauss and Corbin 1998). The qualitative data are  
analyzed by coding it under different themes with the technical help of ATLAS.TI soft-
ware (open coding). Each theme was further analyzed and new codes were created based 
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on content analysis (axial coding). Finally, in selective coding, the data were organized 
around the main concept of age policies.

Four types of age policies 

While analyzing the data, it became clear to me that different organizations operating 
in the same field had similar age policies. On the basis of past and present practices of 
recruitment, redundancies, and segmentation of work by age, I discerned four distinct 
categories corresponding to different employment fields in Finland. Therefore, instead 
of presenting each organization individually, the age polices of the organizations are 
presented by sector: manufacturing, public sector, and services. 

‘change of course’ policy: manufacturing

Among the case study organizations, there are two private companies that have clearly 
changed their pattern of age policies. The first one is a male-dominated company operat-
ing in the metal industry and the second a female-dominated food industry company op-
erating on domestic markets. Both companies used early exit routes extensively during 
the 1990s and in the beginning of twenty-first century as a way to reduce the workforce. 
Thus, fewer than 1% of their employees were over 60 years. Age has actualized above 
all in redundancies, but to some extent also in recruitment.

Age polices followed the economic changes in industry and the work process. 
Downswings in business cycles were the most important reason for reductions in the 
workforce. However, the changes in work processes also reduced the need for labor and 
altered the qualification requirements of employees. 

Two major turns in the history of the work process were recognized by those  
interviewed. First, automatization from the 1980s onward and more extensive use of 
information technology from the 1990s onward revolutionized work at the factories. 
The technological turn did not just rationalize and make the work process more effec-
tive, it also changed the nature of many tasks and introduced the need for retraining. 
Meanwhile, certain crafts and occupations disappeared entirely and were followed by 
reductions in the workforce. The second change, so-called structural change, was aimed 
at raising productivity and produced a concentration on core know-how, outsourcing, 
and an increased reliance on subcontractors. The result was more flexible production 
and the ability to adapt easily to changing business cycles. Concurrent with a clearly 
enunciated need to please stockholders, redundancies and lay-offs during the down-
swing came at shorter notice than before. Furthermore, both companies had become 
more international through cross-border investments and mergers. 

What does this all mean when age is taken into consideration? First, especially in the 
metal industry, the know-how and experience of older employees became less relevant. 
The qualifications of older workers were not up-to-date anymore. Younger employees 
were seen as a more desirable workforce; they had systematically higher education than 
older ones, the latest knowledge from universities and educational institutions and bet-
ter language skills. Besides, younger employees were regarded as more flexible and their 
resistance to changes was minor. Second, while the economic downswing and changes in 
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work processes led to the need to reduce the workforce, the practical solution was to use 
early exit schemes and nearly all employees aged over 60 had exited the labor market 
via the unemployment pathway. According to the corporation’s board, there was a need 
for redundancies, but as the whole process of redundancies took a while, the company 
was actually recruiting young persons at the same time early exit schemes were used. 
Birgitta Oden (1996, cited in Hellsten 1998) has argued that modernization leaps pro-
duce rejuvenation of the workforce. At least in the metal company the statement seems 
to hold true. 

According to other research findings, the case study organizations seem to be  
typical of their sector, since unemployment exit pathways have been used extensively  
in the industrial sphere, especially when compared with other sectors (Hytti 1998; 
Järnefelt 2003). 

At the time of redundancies, the use of the early exit schemes, particularly the un-
employment pension and ‘pension tube’ was demanded by the local trade union and 
differed from the employer’s first proposal for leavers. The list of people to be sacked 
formulated by the employer’s representatives was seen as ‘arbitrary’, based on ‘personal 
chemistry’ between the foremen and workers (shop steward, metal industry). Alterna-
tively, the demand that early exit pathways be used in redundancy processes was morally 
justified by the local trade union as, first, it was seen as a voluntary solution by the shop 
steward. Employees aged over 55 could choose to leave work and start to enjoy their 
pension earlier than planned, freed from hard labor.

Among the older workers themselves, however, there were two different attitudes 
toward early exit. On the one hand, people seemed to be willing to leave work earlier 
than 65. In fact, in the opinion of the human resources manager, the desire to leave was 
huge.

This was not just what the employer wanted, that we did not tell those people [older  
workers] to go, but … I remember – I said that the so-called unemployment pension tube 
is now open, we had a total flow here, around 100 persons came, like right away – this 
means that the desire to leave was really big. (Human resources manager, metal industry)

On the other hand, there were considerations about whether older employees were un-
der pressure to leave work earlier than they actually wanted. Tragic stories of those who 
had left were also known, as tragic as suicides. Regardless of these incidents, there can 
only be suspicions of the pressure to leave work put on older workers by younger col-
leagues, as nothing can be said for certain. 

Well, yes, it was voluntary in the way that we were all asked but there were cases where 
there was criticism … or not all were voluntary as there were some who wouldn’t have 
left a few years back but now they were in actual fact forced to leave. And then they 
didn’t dare, they were afraid how their work mates would react – that they did not have 
the nerve to stay, but they left – in the end. I’m sure that is what happened here. (Office 
worker, metal industry)

Second, the local union representative’s demand that early exit schemes be implemen-
ted was actually the only way to influence how redundancies were carried out. It 
represented a form of resistance to the insecurity produced by continuous adaptation 
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to business cycles, a lower threshold for redundancies (than earlier), and rationaliza-
tion of the production. At the local trade union level, early exit pathways were seen 
as a way to control both the process of redundancies and the feeling of insecurity that 
continuous preparedness for adaptation and fear of redundancies created. Unemploy-
ment pensions and the unemployment pension tube were seen as forms of retirement, 
not as unemployment, per se, which they actually are. This was also due to the fact 
that those who left work through the unemployment tube did not have to fear being 
dropped to the basic unemployment benefit as they were entitled to income-related 
benefits until the old age pension. Use of early exit schemes was a way to distribute 
the risk of income loss between generations and an attempt to govern the risk of un-
employment collectively. It also pointed out to the employer the fair way to act when 
making people redundant.

As shop steward I started from the position that every person’s future must be secured and 
it is down to me and other shop stewards to decide whether to lay off a thirty-year-old 
father of a family or whether to put a 55-year-old man living with just his wife into the 
unemployment tube, it was in no way unclear to me which I would go for. (Shop steward, 
metal industry)

It can be said that there is a strong generational contract when it comes to the right 
to work, a clear expectation that older workers should give up their jobs for younger 
colleagues. The question of age discrimination, given that redundancies hit the oldest 
ones the hardest, was not discussed deeply. In the views of the local trade union, the use 
of early exit schemes was not only offering a pathway for older workers to start their 
‘third age’; it was also a way to show solidarity toward younger workmates. This tacit 
generational contract legitimated the process of starting redundancies among older 
workers. 

It can be argued that while the decision of who should lose their jobs was a difficult 
one, actors at the organizational level relied on an institutional action model, in this case 
the use of the unemployment pathway. Furthermore, actors relied on social norms and 
socio-cultural conceptions of age regarding the ‘right’ to paid employment of people 
in different age cohorts and the position of people of different ages in relation to paid 
employment. On the one hand, institutional early exit pathways themselves embody 
socio-cultural conceptions of age, while on the other they create mental models of deci-
sion making. It is certainly apparent that institutional conditions produced solutions in 
which redundancies were directed foremost at later-life employees. 

change of course in age policies

Things changed quite swiftly, however. By the time of the interviews, there was a clear 
transformation in age policies in these two companies, though the period of redundan-
cies among older workers was still quite recent. The new aim had become to keep em-
ployees at work longer by improving working conditions and avoiding the use of early 
exit. There appears to be four different reasons for this turnaround. First, the organiza-
tions had become aware of the need to prepare for a likely future labor shortage. Second, 
so-called tacit knowledge was lost through the use of early exit routes. Despite the ‘new 
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know-how’ of younger employees, the older workers’ experience was missed. Third, the 
use of early exit pathways was an expensive way to deal with redundancies. Fourth, the 
old policy was not good for the companies’ reputations in a new social climate in which 
public debate encourages the longer retention of employees and raises questions about 
age discrimination. 

This change of course in age policies was not easy to realize for two reasons. First, 
there were collective rules on how redundancies should be carried out – and also how 
they should be carried out in the future. The second difficulty was the fact that the use of 
early exit schemes had raised expectations of an earlier age of exit from work. Factory 
employees in the female-dominated food industry in particular already had expectations 
about their ‘right’ age of retirement. Some years earlier everyone over 60 was ‘let go’ at 
this factory, as in the paper and metal industries which had ‘let’ men at their age ‘retire’ 
through early exit schemes, and many of those remaining wanted the same kind of treat-
ment. This led to a paradoxical situation: the local trade union was actually negotiating 
for redundancies, aiming that the company would promise to give notice to every person 
over 55 or 60 who wanted to leave work. The age of exit seemed to be a matter of per-
sonal choice. The proper age of exit was considered to be closer to 55 than 65 years, as 
indicated by interviews at all levels of employment. 

Well, I set this dream for myself that when I’m 55, if this law is still in force, I’ll think about 
whether to hand in my notice. But now I’ve started to think that I’ll try to manage until 
I’m 60 and then get off. (Shop steward, food industry)

At first the company had accepted this usage of early exit on the part of the local trade 
union, but now it backed off, fearing that all its older workers would leave. Factory as-
sembly line work does not necessarily appeal to younger people and while the level of 
education had risen, it is not easy anymore to get permanent and hard working labor 
such as that provided by these women in their fifties currently working at the factory.

It is certain that production couldn’t cope if all our employees presently aged 50 to 59 left: 
[about a hundred] people suddenly deciding all at the same time that I don’t want to work 
anymore. (Human resources manager, food industry)

The monotonous shift work at the factory is physically hard and these women felt they 
should be rewarded for their long work history by early retirement, particularly when 
comparing their own situations with that of the young and unemployed. There had been 
and there were employees considering handing in notice and in this way try to become 
eligible to unemployment pension or other exit pathway allowances. At the same time, 
if resigning was the only way to be released from work, the feeling of disappointment – 
even betrayal – was strong. 

Yes, that happens if you, like, hand in your notice – that’s the end then if you have been 
close to 40 years with the company and always done your best and then you are forced 
to quit, you feel like, is this all that I’m worth? It feels a bit degrading. Here we are at 60, 
then [at that age] others have quit by handing in their notice, which I think is a pity, and a 
shame on the company if you have been there so long; you just should be able to retire in 
some other way. (Worker, food industry) 
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The existence of institutional early exit pathways created expectations of early ‘retire-
ment.’ They also strengthened the feeling of a right to a ‘third age’ at the same age as 
‘everyone else’: while still healthy and in a physically good condition – ‘early enough’ 
so to say. 

In examining early exit at the local level, certain conclusions can be reached. In 
both of the companies under analysis, the employer practices age policies that are stra-
tegically rational: using early exit routes when there is a need for redundancies due to 
a poor business climate and encouraging extended work life when threatened by a lack 
of competent workers. However, the expectations of employees and views of the local 
trade union have to be taken into account when deciding how redundancies are carried 
out. The use of early exit schemes has been a way to bring flexibility to the use of the 
workforce. There are collective moral rules – the ‘generational contract’ – that led to the 
use of early exit and the role of local trade unions has been significant. In most cases, 
economic and human interests conjoin in the use of early exit. But in some cases the use 
of early exit schemes has led to age-discriminating practices when redundancies take 
place.

‘supporting older workers, recruiting young ones’: the public sector

The public sector has undergone similar changes to the private sector over the past two 
decades, with the recession of the 1990s leaving its mark on working conditions. As 
an outcome of a decrease in tax income and cuts in state subsidies, public sector orga-
nizations have been driven to higher productivity and tighter cost efficiency. However, 
compared with industry, age policies take a different form in the public sector. Three 
organizations – a middle-sized municipality, a state governmental department, and a 
middle-sized inter-municipal hospital – represent the public sector in this study, all of 
which are female dominated. 

Since the recession years at the beginning of the 1990s, the human resource policy 
concerning public sector organizations has been tight. In the municipalities, the use of 
early exit schemes was common during the recession but not as extensive as in industrial 
companies and therefore redundancies were not widely discussed in the interviews. The 
tightening of budgets mostly manifested itself in reduced recruitment, a prohibition on 
hiring substitutes, and increased use of fixed-term employment contracts. 

A decade of tightened recruitment policy has led to the absence of younger age co-
horts and in-and-out flows of very young age groups as a result of the use of fixed-term 
contracts. This is also partly due to maternity and parental leaves where the majority of 
employees are women. This kind of HRM policy is a way to control employment costs 
and keep the budget in balance. As a result, the structure of these public sector organiza-
tions was heavily emphasized on the older age groups, with the average age of personnel 
ranging from 46 to 49 years. It is a development that is also reflected in the statistics: 
the age structure of the work force is the oldest in public sector organizations (Myrskylä 
2005) where the use of fixed-term contracts is also proportionally higher (Lehto and 
Sutela 2008). 

The fact that among older cohorts the majority of public sector employees are  
entitled either to old age pensions at a lower age or a lower occupational retirement age 
of 53 to 58 has inflated the situation, raising the fear that considerable know-how and 
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practical knowledge might leave organizations before being transferred to younger gen-
erations. Thus the experience of older workers is seen as more relevant in public sector 
organizations than in industry or in private services. Above all, in many public sector 
occupations such as nurses, doctors, and civil servants, experience is valued not only by 
the employer but also by the customers. 

Even if positive stereotypes are mainly connected with older employees, the fact that 
older workers were leaving work simultaneously has produced recruitment practices 
that grade young recruits more highly, meaning that recruitment has favored younger 
candidates. In this sense the organizations can be claimed to have age-discriminating 
practices. However, the ‘old’ age structure has been seen as a very legitimate reason for 
favoring younger people in recruitment, as noted by one informant: 

We don’t have any such rule and I cannot say that … it is ageism if we say we don’t 
hire anyone over fifty. But in practice … In the background there is the age structure as 
well, meaning we have to get younger people besides our more experienced employees so 
that no sudden change can take place, because it is very harmful to the operation of this  
organization if several people leave the whole unit at the same time… (Human resources 
manager, municipality)

Second, despite a preference for recruiting young persons, the age policies of public  
sector organizations emphasize the need to keep older workers at work as long as pos-
sible. The practical methods used to encourage older employees to stay involve the main-
tenance of work capacity and a readiness to accept flexible working time arrangements. 
However, the institutional frame limits the possibilities to create incentives within the 
pension system for those who are prepared to stay longer since the majority of older 
employees are entitled to a full pension at the time they reach their occupational retire-
ment age. 

In summary, it can be said that the public sector values older-aged workers more 
highly than the industrial sector, but regrets the absence of younger ones who are ex-
pected to bring in the latest education and boost the organization with new ideas and 
more competitive attitudes. There has been a constant fear of losing the competition for 
younger workers entering the labor market to the private sector, as the private compa-
nies are able to offer better wages. 

‘Age as marketing factor’ policy: the service sector

The two service sector organizations examined here are a hotel/restaurant chain and a 
retail store chain, both of which were doing well financially at the time of data collection 
and expanding their production of services. These organizations had also experienced 
changes both in working conditions and in tightened market competition: for the restau-
rant chain the main reason for the latter was the loosening of highly regulated Finnish 
alcohol policies, while for the retail store chain the increased competition was a result 
of foreign companies’ invasion of Finnish markets and also an overall aim for higher 
profits. 

As labor costs accounted for the greatest part of overheads, the tightening of com-
petition led to the need to cut expenditures in that area in particular. Mostly this was 
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done by switching full-time employees onto part-time contracts and hiring new employ-
ees on a part-time basis, a development reflected in the statistics (Hulkko and Pärnänen 
2006). The use of part-time labor was a strategically important part of service produc-
tion: electronic points of sale collected databases on customer frequencies that enabled 
adaptation of labor to customer visits, only possible if employees were employed on a 
part-time basis. The change in working times was seen as the most prominent change in 
working conditions in the service sector. 

As part-time work is a desirable form of employment for younger people, particu-
larly students, the age structure of the companies was heavily weighted toward younger 
cohorts and the age of the personnel was the lowest studied: 36 years on average in the 
retail company while in the restaurant/hotel company 90% were aged between 20 and 
40. Thus the use of early exit is not the issue here, but the question of age has become 
important for sales planning and segmentation of work by age. As marketing is based 
on segmentation of consumer groups in this field, age becomes an important factor and 
the age of personnel aims to reflect that of the customers. For example, in restaurants 
younger employees are seen to be more suitable in the so-called night business in discos 
and night clubs, while older workers and the middle-aged, especially women, are best 
placed in taverns and public houses with regular customers. 

If you know this bar business, from nine in the morning, it is for heavy drinking regular 
customers like a second home. They are not alcoholics, just heavy drinkers. You just have 
to be there; you can’t put a thirty-year-old guy with an earring behind the bar, can you? 
Because their sets of values are so very different. He looks down on those customers and 
no customer can take that. This means that we look for workers of mature age, mainly 
women – say at around 40–50 they are at their best. (Human resources manager, restau-
rant and hotel services)

In the retail company, age was also an important attribute of the workers. In this com-
pany the age structure of regular customers was higher than that of the personnel. This 
was seen as a problem in the company, where it was felt that the age structures should 
be as compatible as possible. The argument for this is that customers are more willing to 
buy from a salesperson near their own age. 

AP: Your clientele has an effect on the age of your personnel?
H: Yes, it has.
AP: Why?
H:  It is quite natural, that, er … if in walks a middle-aged customer, a typical regular 

customer, they would rather approach a salesperson of their own age than a 20-year-
old, because of such things as confidentiality, and they can easily get the feeling that 
a young person may not know [what they want] as well as that slightly older one. 
(Human resources manager, retail trade)

As the age of regular customers was more middle-aged than young, the aim was to raise 
the number of older employees via two strategies: first, existing older workers were en-
couraged to stay longer through maintaining work capacity and with the help of practi-
cal solutions. It was possible to transfer to lighter work tasks or to go onto a part-time 
pension, and refresher courses especially for older employees were organized. These 
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practices were also intended to lower the number of employees exiting work through a 
disability pension, which had become costly for the company. The second method was 
targeting recruitment toward older employees. Foremen were encouraged to hire the 
older of two equal candidates, for example, and this company was the only one where 
workers had managed to re-enter employment at the age of 55. However, even though 
this kind of age segmentation was actively maintained, it must be remembered that the 
majority of both service companies’ employees were under 40 years. This was partly 
caused by the dominance of part-time work that drove employees to other branches and 
partly due to working conditions: shift work, low pay, and physical demands, as well as 
night work, smoking, and disorderly customers in restaurants pushed people out of the 
sectors. Work is only available when the restaurants or shops are crowded; during slow 
times people are sent home while at work itself, there is no time to take a break. The 
managers in both the restaurant and retail industries considered the fields as offering 
short-term employment prospects on the way to something else. 

In summary, it can be pointed out that the age of personnel in the service sectors 
matters in sales planning, as part of the company image and in organizing customer 
services. There is a clear segmentation of work based on age of personnel and the use of 
part-time labor rejuvenates the age structure of the industries concerned. 

Private services II: passivity and favoring younger workers 

Three private sector companies – a local bank, a media business, and a local bus com-
pany – are the last to be analyzed here. The companies are rather different from each 
other in terms of the fields in which they operate and the age, gender, and educational 
structure of their personnel. Still, the age policies of the companies are rather similar. 
All companies were doing well economically at the time of data collection, although this 
was not emphasized in the interviews. The age structure was the most youthful in the 
local bus company where over 40% of the personnel were under 40 years, with only 4% 
of female personnel. The oldest age structure was in the female-dominated bank where 
the average age was 47.6 while in the media business both the age and gender structure 
were even. 

Changes in working conditions were similar to other organizations examined. The 
biggest changes were the introduction of new information technology, more intensive 
control by the employer, and increased time pressure. These changes meant different 
things in different companies. In the bank, the new information technology has changed 
work remarkably. As customers now pay their bills and do their other daily banking 
business on-line, the ‘simple’ customer service tasks have disappeared, to be replaced 
by those dealing with investments, savings, and loans, which creates a need for new 
know-how and better education. The work was described as hectic, the need to learn 
new things was constant, and there was need for ongoing updating of requirements. 
Follow-up of results was also stricter than previously. New technologies were also used 
in order to control the amount of work each person was doing since every employee had 
to report daily on how they had used their working time.

Similar new controls have been adopted in the bus company as well. On-board re-
corders collect data on how long driving through each route takes. When it was noticed 
that the existing timetables made it possible for drivers to have short breaks at the end 
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of each route, timetables were tightened, which created difficulties in coping among 
personnel. Physical strain and health problems were considered the biggest preventives 
to staying at work until retirement age. Technology has changed work in the media busi-
ness as well, as new technological solutions have made timetables tighter. The develop-
ment of new digital media produced pressure to develop new services for customers and 
created new work tasks. The basis of journalistic work was still, nevertheless, the same 
and there was a certain freedom to do one’s job. 

The three companies under investigation differ from each other when examined in 
terms of the way early exit pathways have been used. In the bank, there were extensive 
redundancies during the 1990s and the unemployment pathway was used widely, which 
was one reason why there were no employees aged over 60. As in the metal company, 
here also there were contradictory views about whether leaving work through the un-
employment tube had constituted a voluntary or forced exit. More importantly, the 
threat of redundancy was constantly in the air in the bank. Every year calculations were 
made comparing the number of staff to the amount of work done and if there were too 
many resources, redundancies followed. This constant analysis of the correct number of 
personnel created a strong feeling of insecurity. Older workers in particular felt that they 
were on ‘borrowed time’ since they were constantly under fear of losing their jobs. This 
company is a good example of how older workers experience the same kind of insecurity 
as younger employees working in fixed-term contracts.

I’ve been under threat all the time; of course I’ve understood […] that my job hasn’t been 
secure at all. None of us have it safe and it’s a thing that’s affected our motivation in a 
big way. Today I feel a bit better about it, but at some point I was really anxious that this 
applies to me as well, when you look at how they laid off people starting from the oldest 
ones. (Customer advisor, bank)

In the other two companies, the unemployment pathway did not play such a role. In 
the local bus company, it was mainly the disability pathway that was used. In the media 
business, early exit had been used in the past, but it was not a relevant issue at the time 
of the interviews. 

recruitment: favoring the young

What is common to these three companies when their age policies are examined? First, it 
is clear that all of them favor younger people in recruitment. In the bank, the reason for 
this practice was the same as in the public sector: an old age structure. There was a need 
to rejuvenate the personnel. In the media business, the jobs open were mainly fixed-term 
ones and these were considered to be positions suitable for younger employees and were, 
therefore, mainly offered to people in that age group. The local bus company favored 
younger recruits purely because they were cheaper workers. Furthermore, since disabil-
ity pensions were the most used early exit pathways, by recruiting young persons the 
company aimed to avoid those costs. Work as a bus driver was seen as physically taxing, 
and it was considered that young people could handle the stress better. They were also 
more willing to work during the evenings and at nights. In all of the firms, this practice 
of favoring younger people in recruitment was presented in the interviews as a ‘natural’ 
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way of acting. The role of age in recruitment was not seen as problematic. Compared 
with the public sector, there was no hesitation about whether this was a good practice 
and there was no discussion about possible age discrimination. 

The second common feature of age policies was that in all of the three companies, 
there was a certain passiveness in the matter of prolonging work careers. None of the 
companies were making much effort to support older workers in staying employed – 
but neither were there strong incentives to get rid of them. Even though there was a 
readiness to make reductions in the bank and the reductions were directed toward older 
workers, these were not made on a large scale. I assume that these companies are repre-
sentative of the average firm in Finland: age is not a matter of discussion and age-related 
decisions are made without problematizing their age-relatedness. 

The age policies in such companies are passive and based on ad hoc decisions  
because there is no strategic need either to support staff staying longer at work (com-
pared with the public sector) or to hire older ones (compared with the retail company). 
In the case of redundancies, it is a strategically sound solution to use early exit pathways 
since it is also a way to renew personnel. Furthermore, recruiting only younger employ-
ees is strategically rational since this makes it possible both to rejuvenate personnel and 
to minimize the costs of wages and disability pensions. Thus, despite a certain passive-
ness, even here age policies are related to cost-effectiveness and the optimization of the 
age structure. 

conclusion

The main findings of the study presented here lie in the four different types of age  
policies distinguished during empirical research, and concerning which I also have four 
main arguments. 

First, I argue that age policies of organizations take their form as a result of stra-
tegic choices. Hanna Liikanen (1998) has shown that in the enterprises she studied, 
working time policy, especially flexibility of working time, is based on senior manage-
ment’s strategic planning. When the state relaxed its control on working time, the slack 
was increasingly taken up by organizations. In the surveyed enterprises, new working 
time arrangements were seen as a conscious rationalization of working time, which was 
triggered by an enterprise’s struggle to be competitive. Making working time flexible 
was part of an enterprise’s whole operation and objectives – not a separate issue. The 
senior management representatives interviewed by Liikanen did not place working time  
arrangements on the list of their most important issues, but rather were examined as a 
kind of secondary factor together with effectiveness, customer orientation, speed, and 
commitment of employees. 

In my view, these two different issues, working time and age policy, can be regarded 
as analogous factors, part of the strategic planning of an organization. In the data ex-
amined by this study, age was explicitly presented as a strategic part of human resources 
policy. Age policies are not policies in the sense that they would be programmatic, con-
sidered, and well-grounded. Rather, age policies have developed more as part of strategic 
decision making as organizations adapt themselves to their changing operating environ-
ment. Age policies – that is, established practices based on employees’ age – can be iden-
tified in the activity of organizations. Age policies are part of the competitive strategy 
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of organizations, the objective of long-term human resources planning and efficiency, 
and organizational changes in work practices. Thus, age policies cannot be completely 
separated as a specific research question, but rather are intertwined with general changes 
in working life. Therefore, age policies are a secondary factor which should be examined 
together with other working life and labor market factors. 

Age policy becomes strategic through the fact that to implement its competitive and 
operational strategy successfully, an enterprise has to do it primarily via its personnel. 
The age of the personnel is significant in how well an organization can carry out its 
operating plan. That means how well the organization can retain the employees it wants 
and needs (industrial enterprises), how well it can transfer knowledge (public sector), 
and answer customers’ wishes (service sector). Furthermore, the enforced quantitative 
flexibility of the labor force has been mostly age-related. The different ways of enforcing 
the quantitative flexibility of the labor force and different strategic HRM decisions have 
produced different age structures in different industries. The age policies of organiza-
tions are, above all, influenced by the current economic situation and changes in the  
labor market (e.g., threat of labor shortage), the current age structure of the organi-
zation, and the age segmentation of services. A condition for age policies that would 
support people staying longer at work is that they benefit the organization itself.  
Predictably, those organizations that have a great strategic interest in keeping older 
staff at work have been the most commendable in implementing the kind of age policy  
favored by the policy-makers. 

My second argument concerns age discrimination. As mentioned above, Colin  
Duncan (2001) has asked whether age-discriminating policy is actually irrational for 
employers. Based on this study, it can be argued that there are clear age-discriminating 
practices, especially in recruitment, among nearly all of the companies examined and 
this was because it was a rational action for the companies. This practice partly explains 
why re-employment is so difficult among older workers.

Third, I argue that early exit and prolonging of careers must be examined in relation 
to welfare state institutions, institutionalization of the life course, and promises ‘made’ 
by the pension system. Raija Gould and Laura Saurama (2003) have suggested that 
there have been three paradigmatic changes in the Finnish pension system. They summa-
rize the changes by stating that a policy that highlighted early exit as a social right was 
replaced by a paradigm that emphasizes both a duty to work and individual flexibility. 
I argue that these institutional changes have had two kinds of consequences. First, the 
earlier long-term early exit policy has strengthened the idea of a third age as a socially 
constructed phase of life. In the organizations studied here – and more widely in Finland, 
I would argue – leaving work earlier became both socially widely accepted and created 
expectations of early exit. Early exit became a social right – whenever the employee so 
wanted. The second consequence was an increase in insecurity among older employees. 
As the institutional conditions, especially the unemployment pathway, directed both 
employers and local trade unions to use early exit pathways in the case of redundancies, 
early exit became a shared experience of certain generations. Willingness to stay at work, 
long experience, or competence did not guarantee one’s work place until the retirement 
age. Rather, age has become a labor market risk at the end of the work career.

I view this tacit generational contract as written into institutional arrangements. 
The unemployment pathway was created in order to solve the problem of unemploy-
ment and it was negotiated between tripartite parties (Gould 1999). On the one hand, 
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the aim was to reduce the labor supply and, on the other, the solution supported struc-
tural changes in the labor market as a less educated generation was withdrawn from 
the labor market (Gould 2002; Hytti 1998). While the solution tackled the problem of 
unemployment, there was simultaneously a written-in understanding of the primary 
right of younger people to paid employment. Early exit was seen more as a gift from 
a rich-enough welfare state and as a social right rather than an age-discriminating 
practice.

Assumptions of different life phases are formed in relation to each other. If there 
are changes in living conditions or assumptions made of a certain life phase, it affects 
the assumptions of another life phase (Bradley 1996; Hareven 1995). As the age of exit 
from the labor market has lowered and increasingly more people are outside the labor 
force at a younger age – that is, in the place belonging to old age – ideas about old age 
and the working age change. These institutionalized conditions have affected both the 
understanding of who is considered a ‘working age person’ and who is considered a 
‘retirement age person.’ I claim that early exit has made the idea of the ‘working age 
person’ younger for employers as well as employees themselves. 

John Myles (2002) notes that institutions remarkably modify cultural preferences 
and also that it is a surprise how fast lower retirement ages have become institutional-
ized. To change this kind of norm other things are needed in addition to cutting down 
incentives. That is because both employers and employees tend to create economic and 
social expectations around anticipated retirement age (Guillemard 2001). Workplaces 
currently determine the boundaries of who and at what age people are fit for work 
and of ‘working age’ more generally. It can be said that the underlying theme of the 
whole objective of extending working careers is the question of the re-definition of the  
‘working age person’ to make the ‘working age person’ chronologically older.

Finally, decisions concerning the extension of work careers, use of early exit routes, 
and hiring new employees are made at the organizational level in conditions specific to 
each workplace. Indeed, age should be viewed and understood as part of the dynamics 
of the activity of work organizations and the formation of the labor market.
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