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Benefits Administration

hat is the conclusion

of a survey, conduct-

ed by Buck Consul-

tants, World at Work
and Corporate Voices for Work-
ing Families. These organizations
analyzed responses from 487 or-
ganizations in a broad range
of industries in a report, “The
Real Talent Debate: Will Ag-
ing Boomers Deplete the Work-
force?” released in June.

The extent of the problem
varies by industry. Some in-
dustries—such as manufactur-
ing and technology—view Baby
Boomer retirements as less of a
problem than the healthcare and
oil and gas industries do, accord-
ing to the survey results. Yet 42
percent of all respondents said
the aging workforce is a signif-
icant issue, with half of the 42
percent saying a majority of their
mature workers would be eligi-
ble to retire in the next five to 10
years. Half also said they already

effects.

are suffering a shortage of skilled
workers in their industry.

When it came to identifying
the most significant threat, 52
percent of respondents said it was
the departure of mature workers,
41 percent said it was the loss of
middle management and 39 per-
cent pointed to the exodus of
technical talent and knowledge
workers.

To slow the talent drain,
companies report they are trying
to hang on to their workers after
they are eligible for retirement:

¥ 48 percent offer flexible

work schedules, and an-
other 23 percent plan to
adopt them

¥ 42 percent are offering

consulting assignments
¥ 47 percent are offering

phased retirement, or

considering it

¥ 43 percent are offering

alternative job design, or
considering it.
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How Benefits Can Ease
the “Talent Drain”

The retirement of our biggest
generation, the Baby Boom-
ers, has begun, and compa-
nies are already feeling the

Another survey found that
employers interested in retain-
ing their older workers might not
have problems doing so. Accord-
ing to researchers Sewin Chan
and Ann Huff Stevens in their
paper, “Is Retirement Being Re-
made?” fully one-third of baby
boomers and other workers are re-
turning to “some level of employ-
ment.” They found that the “par-
tially retired” are working about
16 hours a week for 40 weeks a
year in order to afford their re-
tirement.

When ranking the
tors that influenced their deci-

fac-

sion on whether/when to retire,
93 percent of respondents to the
2005/2006 MetLife Employee
Benefits Trend Study ranked “fi-
nancial reasons” as very signifi-
cant, followed by the 80 percent
who held “the need for medical/
other benefits” very significant.
If you want to retain old-
er workers, it therefore makes
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This Just In

H ealth benefit cost increas-
es should return to the
single digits in 2008. Pricewa-
terhouseCoopers LLP,a consult-
ing firm, predicts medical cost
increases of 9.9 percent for pre-
ferred provider organizations
(PPOs) and health maintenance
organizations (HMOs)/point of
service plans (POSs)/exclusive
provider organizations (EPOs);
and 7.4 percent for consumer-
directed health plans. This
compares to estimated increas-
es of 11.9 percent, 11.8 percent
and 10.7 percent, respectively,
for 2007.

PwC says four factors lead-
ing to lower healthcare costs
should translate into lower ben-
efitcostincreases foremployers
and insurers in 2008. These four
factors are: “...slower spending
growth for prescription drugs,
increased transparency and
cost sharing with employees, a
total-health-management ap-
proach to benefits and [b]road-
ening of the digital backbone
in healthcare.”
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The Democrats Weigh

in on Healthcare

tisstill very early in the presidential elec-

tion season, but already the three lead-

ing Democratic candidates have pro-

posed health care reforms — a sure sign
that reform will be a hot issue between now
and the 2008 election.

“Having a plan for universal coverage is the
price of admission into the Democratic prima-
ries,” Paul Ginsberg, president of the Center
for Studying Health System Change, told the
American Medical Association. The center is
a non-partisan health care research organiza-
tion.

Hillary Rod-
ham Clinton

The
J. Kaiser
Foundation, a non-
health-

care research orga-

Henry
Family

partisan

nization, culled re-
ports from leading

newspapers — across
the country to document what the Democrat-
ic contenders are saying about the subject. The
following is derived from on its Web site, kai-
sernetwork.org.

When Sen. Hillary Rodham Clinton (D-
N.Y.) was a new First Lady, she unsuccessfully
tried to reform health care at the beginning of
the presidency of her husband, Bill Clinton.

“Now, I've tangled with this issue before,
and I've got the scars to show for it,” Clinton
said in May. “But I learned some valuable les-
sons from that experience. One is that we can’t
achieve reform without the participation and
commitment of health care providers, employ-
ers, employees and other citizens who pay for,
depend upon and actually deliver health care
services.”

Clinton is now tangling with the problem
again and, although her plan remains a work
in progress, she said last month that she was
proposing a cost-cutting plan that would save

$120 billion annually. Plans to improve qual-
ity of care and implement universal coverage
will be coming.

Clinton’s cost-cutting proposal has seven
elements:

v/ A “preventive initiative” to reduce
chronic diseases, such as diabetes

¢/ Implementation of electronic medical
records

¢/ An overhaul of the way those with
chronic illness are cared for

¢/ An end to insurance “discrimination,”
a result of requiring insurers to accept anyone
regardless of the condition of their health, and
prohibiting them from charging higher rates to
those with medical problems

v/ Legalizing the purchase of lower-cost
prescription drugs from other nations, and re-
quiring Medicare to negotiate lower drug prices

¢/ Instituting “common sense” changes
to the medical malpractice system

v/ Establishing a public/private best prac-
tices institute to pay for research comparing
the efficacy of various treatments.

Barack Obama

Sen. Barack
Obama (D-IIL.) an-
nounced a proposal
in May. He would
require health in-
chil-

dren, but not for

surance for

adults. Obama says
his plan would save
the average Ameri-
can family $2,500
in health insurance costs.

Some highlights of Obama’s plan, gath-
ered from kaisernetwork.org and his campaign
Web site, barackobama.com:

¢/ All but the smallest employers would
have to offer health insurance or pay a per-
centage of their payroll into a federal fund that
would provide coverage.

care ideas of the three leading con-

tenders for the Democratic party’s
presidential nomination. But first, here
is a brief recap of the president’s plan, as
outlined in his 2007 State of the Union
address:

Bush believes the tax-free employer-
paid benefits we have today should be
replaced by a standard tax deduction
of $7,500 for an individuals or $15,000
for a family. Anyone who buys health
insurance would receive the deduc-
tion, regardless of how much coverage
they purchase. Although his tax pro-
posals appear unlikely to go anywhere,
the Bush administration has promoted
health savings accounts (HSAs) as a way
for individuals to take greater charge of
their own health care.

I n this article, we'll look at the health

¢/ A public health plan would allow indi-
viduals and small businesses to buy affordable
health care similar to the coverage available to
federal employees, with no one turned away or
charged higher premiums because of illness. A
subsidy would be available for those who can-
not afford premiums.

¢/ A national health insurance exchange
would be established. Anyone could enroll in
participating private plans, which would be re-
quired to offer comprehensive coverage, insure
everyone who applied and charge fair and sta-
ble premiums.

¢/ Cash would be set aside to improve
the health care industry’s technology by doing
such things as establishing an electronic sys-
tem for health records.

¢/ A reinsurance pool would be set up to
pay for catastrophic conditions.

v/ There would be a focus on preventive
care.

v/ Medicare and the State Children’s
Healthcare Insurance Program would be ex-
panded.

v/ Federal regulations governing mergers
between health insurers would be strengthened.

“It’s time to bring together businesses, the
medical community and members of both
parties around a comprehensive solution to
this crisis, and it’s time to let the drug and in-
surance industries know that while they’ll get
a seat at the table, they don’t get to buy every
chair,” Obama said in May.
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Retirement Benefits

Active Workers Can Collect
Retirement Benefits, Says IRS

The Internal Revenue Service has issued new rules for pen-
sion distributions and to define “normal” retirement age.

he Internal Revenue Service has

issued final regulations that allow

a company to begin paying retire-

ment benefits to an employee who
is still working for the company as long as the
worker has reached the company’s normal re-
tirement age.

The new rule applies to defined pension
or money purchase retirement plans and goes
into effect May 22, 2007.

The regulations define “normal retirement

age” under a qualified pension plan as an age
“...that is not earlier than the earliest age that
is reasonably representative of the typical re-
tirement age for the industry in which the
covered workforce is employed.” They also
create a “safe harbor” for plans that define
normal retirement age as 62 or later. For cer-
tain public safety workers, the safe harbor is
age 50, “..if substantially all of the partici-
pants in the plan are qualified public safety
employees...” @
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Obama’s campaign has distributed a memo
written by three outside experts who say his
plan would cost an extra $50 billion to $65 bil-
lion a year once it was fully in force.

A large part of that cost, the memo said,
would be paid for by letting the tax cuts of-
fered to individuals with annual incomes of
more than $250,000 expire on schedule in
2010. The memo said Obama would also like
to raise taxes on inheritances of more than $7
million in order to help pay for his reforms.

John Edwards

North
Carolina  Senator
John Edwards says
his goal is to provide

Former

health insurance for
every American by
the year 2012. Ed-
wards says he will
require all Amer-

icans to acquire
health insurance, but not until several things
have been accomplished. According to Ed-
wards” Web site, johnedwards.com, they are:

v/ Requiring all employers to either

provide health care coverage or help pay for
their employees” health insurance.

v/ Improving the affordability of health
insurance by creating new tax credits and ex-
panding Medicaid and the State Children’s
Healthcare Insurance Program. He also says
he will work to reform insurance laws and take
“innovative steps” to contain insurance costs,
but does not spell them out.

v/ Creating regional health care mar-
kets or purchasing pools that would provide
affordable, high-quality health plans, increase
an individual’s choices and cut costs for busi-
nesses that offer health coverage.

Edwards says these steps will ensure that
families that have no insurance now could get
coverage at affordable prices, that currently in-
sured families would pay less and have more
coverage choices, and that businesses will have
cheaper alternatives and find it easier to insure
their employees.

Drew Altman, president and CEO of the
Kaiser Family Foundation, told the AMA that
most of the Republican candidates have yet to
enter the healthcare discussion. As the election
draws closer, we will keep you posted on the
major candidates” positions on this important
issue. @

uckconsulting.com, the Web site
of Buck Consultants, a human
resources consulting firm based
in New York City, offers these insights
on the IRS guidelines for normal retire-
ment age:
¥ A normal retirement age of 62
meets the requirements.
¥ If an employer sets normal re-
tirement age at an age between 55 and
62 because it meets the industry stan-
dards, it is acceptable as long as evi-
dence supports the decision.
¥ A normal retirement age below
the age of 55 will require a determina-
tion by the IRS, except for public safety
employees, for whom a normal retire-
ment age of 50 is presumed typical.
Most plan sponsors will be in compli-
ance with the new standards for normal
retirement age, according to buckcon-
sulting.com. But the firm points out that
some plan sponsors - particularly those
with cash balance and hybrid plans -
may need to redefine their normal re-
tirement age in order to avoid plan dis-
qualification. For assistance with your
pension plan administration, please call
us. @
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sense to offer benefits they are interested in.
The MetLife study found that the most impor-
tant benefits to mature workers relate to their
financial security—including disability insur-
ance and long-term-care insurance, along with
financial planning advice and protection prod-
ucts. The survey found that more than half (56
percent) of older employees would like to have
access to financial planners through the work-
place to help them invest their 401(k) money.

How effectively your benefits are doing the
job of recruiting and retaining talented work-
ers depends on a lot of factors, including the
ages, family status, education level and mo-
bility of your workers, along with your in-
dustry and geographic region. An analysis of
your benefit programs and how they stack up
against your competitors’ can help you get the
most from your benefit investment. For more
information, please call us. @
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‘Medical Tourism’
a Growing Trend

More and more American patients are going overseas
for procedures at a fraction of the cost they would pay
in the U.S. Should employers consider sending workers

overseas for surgery?

new term describes a growing prac-

tice of Americans seeking to save

money by obtaining treatments
verseas: medical tourism.

So far, mostly the uninsured and the
under-insured have bought in, but insurers
are starting to pay attention and some are pre-
paring to offer an option of overseas treat-
ment. And several small companies that ar-
range medical travel have started to develop
programs that target employers, according to
USA TODAY.

“Employers will be very cautious about
this,” Mike Taylor, a principal at benefits firm
Towers Perrin, told USA TODAY. “Smaller
employers will try it. The big employers will
wait.”

Still, some benefit consultants think the
practice will continue to grow, according to
Fortune Small Business magazine.

The appeal to employers is understand-
able. Treatments abroad can cost as little as
one-third of the price in the United States.
The National Coalition on Health Care says
annual health care spending in the U.S. has
been increasing two to five times the rate of

inflation since 2000.

Countries like India, Thailand and South
Africa have noticed and are promoting fan-
cy hotels for recuperation. Some are spending
billions to improve facilities for visitors, ac-
cording to USA TODAY.

Carl Garrett is a test case for his employer,
Blue Ridge Paper Products Inc. in North Car-
olina. Garrett will undergo two operations in
New Delhi, news reports say. The price in the
United States: $100,000. The price in India:
$20,000. Garrett will share in the savings. He
will pocket $10,000 instead of incurring the
$20,000 debt he would have faced if his sur-
geries were performed here, according to the
Christian Science Monitor.

According to Fortune Small Business, the
top six medical tourism destinations and their
specialties are:

1 Brazil: Dentistry

2 Costa Rica: Dentistry

3 India: Hip replacements
and heart surgery

H

Singapore: Knee replacements
5 South Africa: Cosmetic and reconstruc-
tive surgery

Show Them the Money

6 ‘Thailand: Cardiac, orthopedic,

and spinal surgeries

At this point, medical tourism pos-
es many problems, both logistical and legal.
For example, even in a successful surgery, pa-
tients require follow-up care. Who will han-
dle the follow-up and where? Will your insur-
ance pay? And if the hospital or surgeons are
negligent, your employees will be at the mer-
cy of foreign liability laws and court systems,
which are frequently much weaker than those
in the U.S. and Canada. If you as the employ-
er have paid for the surgery and something
goes wrong, what is your liability?

We'll continue to watch medical tourism
and other developments. But for suggestions
on things you can do to control your health-
care costs now, please contact us for more in-
formation. @

(SHRM) 2007 Job Satisfaction Survey Report, re-

leasedinlate June, found adisconnect between what
human resource professionals thought was important to
employee job satisfaction and the factors that employees
themselves rated as important to job satisfaction.

The human resource professionals surveyed rated the
top five factors as: 1) relationship with immediate supervi-
sor; 2) compensation/pay; 3) management recognition of
employee job performance; 4) benefits; and 5) communi-
cation between employees and senior management.

However, employees themselves ranked compensation

The Society for Human Resource Management’s

and benefits as the two most important factors influenc-
ing whether they like their job. They rated the following
five factors as “very important” to their job satisfaction:
compensation/pay, benefits, job security, flexibility to bal-
ance work/life issues and communication between em-
ployees and senior management.

Susan R. Meisinger, president and CEO of SHRM, said
“It should come as no surprise that employees remain con-
cerned about their compensation. With the rising costs of
health care premiums and prescription drugs, employees
know they need to put more of their money toward cover-
ing health care and retirement.” @



