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Essay Questions

1. What are your thoughts about retiree health plans?  Discuss some implementation strategies.

Response: Thoughts?  Arguably, public sector employees, particularly Baby Boomers, are at great risk because they often retire before they are eligible for Medicare (which only pays some healthcare costs – not all), or because of the sheer volume of accelerated distributions on public sector plans can jeopardize solvency.  During the past few years, the expense of providing retiree health benefits was a major issue with various bargaining unit agreements, most notably the New York City transit strike and the aviation industry. Retirees covered by an employer-provided health benefit plans which also includes Medicare eligibility have three options:

a. A coordination of benefits-type option which limits benefits to services that Medicare does not cover, and any limits on employer coverage must apply to all workers, regardless of Medicare eligibility or coverage;
b. A "carve-out" option that allows employers to offset their benefits against Medicare coverage; and
c. A "Medicare Supplement" option where retirees continue to pay deductibles and make co-payments, the employer’s plan only provides benefits not covered by Medicare, and cost are not split between the employer and Medicare. 

One problem, again, is that both public and private sector employers often offer early retirement to employees - which creates an accelerated demand (drain!) on these plans, and Medicare does not exist to bridge the gap in coverage because it is not available to all retirees.  An even bigger problem is that eligible retirees continue to receive benefits [compensation – yes, health care is actually a form of employee compensation], just as any active employee and, unfortunately, the current health care delivery system enables retirees use health benefits under the same paradigm as active employees:

· Employers DO administer employee compensation in return for work performed.

· Employers DO NOT administer employee benefits in return for health maintained.

· An employee KNOWS they are under no obligation to help their employer contain or reduce the cost of health benefits.

· Benefit plans are primarily designed to motivate users to improve their health after a benefit (claim) expense. 

In summary, pre-claim generating active and retired employees, whether healthy or not, must hope inequitably designed employer health benefit plans will pay the major costs for health benefits.  Additionally, many employees, retiree, health care providers, and health care administrators often overlook on extremely important fact: In the absence of a health claim, there is no health care expense!

As validated by the Governmental Accounting Standards Board (GASB), Financial Accounting Foundation (FAF), independent actuaries, and others, employers use many strategies too pay for benefits.  But, unfortunately, health benefit plans are not designed to decrease expenses – these plans are designed to pay expenses!  We’re talking apples vs. oranges.

What are my implementation strategies?  I’d redesign health benefit plans to include actuarially and equitably based health profiles with floating measures based on an employee’s achievement and maintenance of ideal standards of benefit performance.  This action would prompt health care providers (insurance companies, hospitals, physician networks, etc.) to eventually abandon claims-based legacy practices and produce new revenue streams, because existing delivery systems would no longer be viable for both active and retired employees who will be healthier!

Without question, the ever increasing cost of health care causes some to believe that an easy fix does not exist.  I disagree.  Why?  I’ve negotiated and managed all health benefits including deferred compensation 457 and 401(k) plans, reduced expenses by 50%, validated a 68% drop in health claims by health promotion (wellness) program members vs. a 79% increase in health claims by non-members.  Simply put, given the opportunity, I know how to achieve even greater success.
