
benefits magazine january 201540

       Employers and 
    individuals have  
  several options for 
retiree medical and 
prescription coverage.  
 This article is aimed at  
    helping plan sponsors  
       find the most cost- 
         effective options  
            that meet  
              retirees’  
               needs.
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Selecting the Right Benefits  
 Partner for Retirees:  

5 Key Questions

W
hether a plan sponsor is considering 
offering group retiree medical and pre-
scription drug plans or rethinking its 
current health insurance provider and 
approach, the following five questions 

can guide its search and selection. Understanding all of the 
options available to the organization and its retirees will lead 
to a more confident decision while advancing the mission of 
providing retirees access to quality, cost-effective care.

1. Plan Options: What Health Benefit Options  
Will Be Offered to Pre- and Post-65 Retirees? 

Retiree health care coverage is not one-size-fits-all, espe-
cially for organizations with thousands of retirees and their 
spouses to consider. Employees’ individual and family health 
status, the benefit package they chose while employed and 
their current plan options can influence their needs and ex-
pectations going forward.

At the same time, an uncertain economic environment is 
driving many employers to look for lower cost retiree benefit 
alternatives—particularly as more of the workforce is aging 
and the cost of care is rising.

There are more Medicare products on the market than 
ever before, including the option of cost-effective group 
Medicare Advantage plans for employers. The standardiza-
tion of Medicare products has also created an active market-
place for Medicare exchanges.

Recent legislative and regulatory changes resulting from 
the Patient Protection and Affordable Care Act (ACA) have 
made the individual Part D market more attractive to both 
retirees and employers by providing some prescription drug 
coverage to help bridge the coverage gap. In addition, the in-
crease in cost-efficient individual plans is helping to reduce 
employers’ subsidy burdens.

To ensure that an organization can accommodate the var-
ied needs of its retiree population, it may want to begin the 
evaluation process by vetting retiree health insurance pro-
viders with broad portfolios of options and program solu-
tions such as:

•	 Group	and	individual	Medicare	Advantage	(MA)	
plans.	Private carriers contract with the Centers for 
Medicare and Medicaid Services (CMS) to offer group 
and individual Medicare Advantage plans. Many em-
ployers endorse individual Medicare Advantage plans 
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as part of an access-only, defined 
contribution or account-based 
strategy.

Group Medicare Advantage plans 
can be customized, in many cases, to 
provide benefits similar to existing 
group retiree plans. One popular ver-
sion of a group Medicare Advantage 
plan is the MAPD plan. A combination 
of a Medicare Advantage (Medicare 
Parts A and B) plan and Part D (pre-
scription drug) coverage, MAPD plans 
offer retirees the convenience of getting 
both their health and prescription drug 
coverage from one company while car-
rying only one ID card in their wallet.

Retirees can easily transition to this 
plan with little or no disruption because 
it allows the employer or plan sponsor 
to closely match the current medical 
and prescription drug benefits.

•	 Group	and	individual	Medicare	
Part	D	plans	(PDP). These pri-
vately insured and administered 
plans offer coverage for prescrip-
tion drugs. Every plan has its 
own Part D formulary and phar-
macy network. ACA gradually is 
closing the prescription drug 
“coverage gap.” In 2015, Medicare 

beneficiaries who fall into the 
coverage gap will pay 45% of the 
cost of brand-name drugs and 
65% of the cost of generic drugs.

While individual Part D plans offer 
standard benefits, group Part D plans 
may be customized, within limits, and 
many employers do choose to custom-
ize this benefit to the extent possible.

•	 Medicare	supplement/medigap	
plans. These plans cover a portion 
of the health care costs that Origi-
nal Medicare does not. When en-
rolling in a Medicare supplement 
insurance plan, retirees may also 
choose to add a Part D plan for 
prescription drug coverage.

•	 Exchange	transition	services. 
These services are offered to help 
an employer’s retirees transition 
smoothly from a group plan to a 
broad portfolio of individual 
Medicare solutions. A good pro-
vider of exchange transition ser-
vices also helps retirees navigate 
the selection of Medicare health 
plans, typically conducting an 
initial needs assessment.

Many employers transitioning from 
a group plan choose to offer a defined 

contribution in the form of a retiree re-
imbursement account, paying a speci-
fied amount annually for benefits. In 
other cases, employers provide a lump-
sum payout.

A partner offering a comprehensive 
portfolio will be able to meet the spe-
cific benefit plan levels or coverage types 
needed for a diverse retiree population. 
For example, it will offer segmented 
products that meet the cost and coverage 
expectations of both salaried and union 
retirees and will be able to differentiate 
between individual and group options to 
fulfill a promised set of benefits.

To ensure a strategic fit, a health in-
surance provider should be willing to 
learn about the organization, including 
its:

•	 Short- and long-term benefits 
strategy

•	 Organization goals, including 
risk tolerance

•	 Culture and workplace demo-
graphics

•	 Billing, administrative and eligi-
bility management needs

•	 Short- and long-term financial 
goals.

2. Transition Support: How Will 
Employees Be Transitioned 
From Active to Retiree Benefits 
Status or From an Active Plan to 
a Retiree Plan?

Older employees on the verge of re-
tirement often face many uncertainties 
around their next phase of life. An ef-
fective retiree health insurance partner 
will offer well-trained advisors and a 
call center staff that can communicate 
clearly to retirees about plan designs, 
benefit changes and prescription drug 
formularies—allaying retiree concerns 
and ensuring a smooth transition.

takeaways >>
•   Among the available Medicare products are cost-effective group Medicare Advantage 

plans for employers and individual plans that reduce employers’ subsidy burdens.

•   An insurance carrier with a comprehensive portfolio will have options for a diverse 
retiree population.

•   A carrier should have well-trained advisors and call center staff who can tell retirees 
about plan designs, benefit changes and prescription drug formularies.

•   An organization choosing a retiree health insurance partner should understand the 
capabilities and capacity of its own staff so that it understands how much support it will 
require.

•   Programs that engage and improve the health of retirees may help keep rates affordable.

•   Prospective carriers should be asked to estimate potential savings.

retiree health care
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Advisors should be able to explain plan options and ben-
efits using plain-language materials that explain Medicare 
fundamentals clearly and completely. They also should be 
current on emerging solutions for retirees who are under the 
age of 65 and not yet eligible for Medicare.

For example, early retirees with an income of less than 
400% of the federal poverty level may be eligible to receive 
federal subsidies to help cover premiums for insurance plans 
chosen on a state or federal health insurance marketplace.

The organization should look for a “retiree-centric” staff 
that will provide a high level of service and advocacy. The 
staff should be sensitive to older employees’ challenges and 
needs—from hearing and vision loss to their concerns about 
transitioning to Medicare.

To minimize disruption to retirees, the plan sponsor 
might also consider a national Medicare Advantage plan of-
fered through a group contract, designed with customized 
benefits for its retirees. This type of option can provide the 
same benefits in and out of network. In some cases, a na-
tional Medicare Advantage preferred provider organization 
(PPO) may even deliver comparable if not more comprehen-
sive benefits than retirees currently have, while providing 
administrative simplicity and cost savings to the employer.

3. Administrative Support: How Will  
the Plan Support Retirees and Minimize  
the Administrative Burden?

Before engaging a new retiree health plan partner, an or-
ganization should carefully evaluate its own staff capabilities 
and capacity. How much support will the benefits team re-
quire for enrollment, ongoing program administration and 
eligibility management? A partner with strong administra-
tion capabilities can help an organization deliver a well-ex-
ecuted program.

Keep in mind that retirees who are engaged in their ben-
efits and their health care usually are more satisfied—and, of-
ten, healthier. They generally require less followup time with 
phone calls and e-mails. A partner that offers personalized 
needs assessments and preenrollment education can help re-
tirees make informed decisions and stay engaged.

4. Effective Programs: What Clinical Programs 
Will Be Offered to Help Manage Retirees’ Health?

The sustainability of any benefits program hinges on 
its ability to keep plan sponsors’ rates affordable. One way 

for a benefit plan to do that is through value-added clini-
cal programs and services—from smoking cessation to 
weight-loss programs—that help participants lead health-
ier lives.

According to the Institute of Medicine of the National 
Academies,1 fewer than half of elderly patients are up-to-date 
on clinical preventive services. Effective and engaging clini-
cal programs may improve the health of retirees and reduce 
plan sponsors’ rates of hospital admissions and readmissions.

When evaluating benefit programs, a plan sponsor should 
keep in mind that the health of its population at every phase 
of care is important. How skilled is the insurance carrier in 
managing the continuum of care, from prevention through 
disease management to advanced illness? How adept is the 
partner in using data and skilled professionals to find and 
close any potential gaps in care, such as medication adher-
ence and proper usage?

Does the partner take a holistic view of the patient, offer-
ing house calls to address home support needs? And is it able 
to integrate patient data from multiple provider sources for 
more coordinated patient care? This can make an enormous 
difference in consistent care and patient outcomes, since the 
average surgery patient sees 27 different health care provid-
ers.2 Care providers should use a consistently rigorous ap-
proach to identify retirees for the most appropriate clinical 
programs, using claims data and comprehensive health risk 
assessments. Once a retiree has joined a particular program, 
the provider should have an effective way to monitor his or 
her progress and keep the retiree engaged.

learn more >>
Education
ACA & Retiree Medical Benefits
Medicare Basics
Visit www.ifebp.org/elearning for more information.

From the Bookstore
AARP Roadmap for the Rest of Your Life
Bart Astor. Wiley. 2013.
Visit www.ifebp.org/books.asp?8958 for more details.
Social Security, Medicare & Government Pensions,  
19th Edition
Joseph Matthews. Nolo. 2014.
Visit www.ifebp.org/books.asp?9001 for more details.

retiree health care
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Look for a range of innovative, engaging and convenient 
programs and services across the continuum of care, includ-
ing:

•	 Prevention and wellness programs
•	 Utilization management programs
•	 Group case management programs
•	 Specialty programs such as smoking cessation, gym 

memberships and caregiver programs.

5. Potential Savings: What Potential Short- and 
Long-Term Savings Can a Plan Sponsor Achieve?

The Institute of Medicine reports that about one-third of 
health care expenditures don’t improve health, leading to an 
estimated $750 billion in waste each year.3 That puts an even 
greater burden on the plan sponsor that is purchasing health 
care services.

To inform the plan sponsor’s cost/benefit analysis and 
support its decision to contract with a retiree health bene-
fits partner, the sponsor should ask a prospective partner to 
provide an estimate of potential savings. Sponsors can also 
request to verify average savings with the partner’s current 
clients as well as validate data with its own finance leaders.

Many benefit managers will have another reason to prove 
the cost efficiency of their plan(s) as the Governmental Ac-
counting Standards Board’s rules (GASB-43 and GASB-
45) regarding postemployment benefits evolve. As Michael 
Rapoport concluded in his June 16, 2014 article in the Wall 
Street Journal, the proposed accounting changes could make 
balance sheets appear weaker for high-liability plans, includ-
ing those sponsored by states and cities. Setting aside funds 
to meet future obligations is especially problematic for lean-

running organizations in the public sector that need capital 
to sustain growth and innovation.

Rapoport adds: “According to the Center for Retirement 
Research at Boston College, a group of 150 public-employee 
pensions that were 72% funded in 2013, meaning their as-
sets were 72% of their obligations, would have been only 
65% funded under the revamped rules.”4

Public sector entities that are straining under the obliga-
tion of retiree medical benefits have several budget-saving 
alternatives. They may convert plans from a defined benefit 
to a defined contribution or consider transitioning employ-
ees to a group Medicare Advantage plan—with benefits that 
are equal to or better than retirees’ current benefits, often at 
a lower rate.

According to recent research findings by Harvard economists 
Joseph Newhouse and Thomas McGuire, Medicare Advantage 
plans offer care of equal or higher quality and for less cost than 
traditional Medicare. In addition, since Medicare Advantage 
plans reward providers for keeping beneficiaries healthy, benefi-
ciaries may receive more preventive care services.5

Make a Strategic Change— 
For All the Right Reasons

Approaching the partner evaluation process strategi-
cally—with the end in mind—eases the decision-making 
process. It also helps ensure the best outcome: a sustainable 
retiree benefit plan and more satisfied retirees.

If a plan sponsor’s goal is to give retirees access to afford-
able health care and help them lead healthier lives, it should 
start by asking the right questions. Determine the most 
important plan options and the amount of transition and 
administration support needed. Decide which clinical pro-
grams will provide the greatest value to retiree populations. 
And finally, don’t overlook the potential for cost savings.
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