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Multinational  
Employers Need to  
Mind the Gap
by | John Miskel

As income protection becomes a growing concern  
for workers around the globe, employers can demonstrate  
that they care for their employees by helping to close the gaps.
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Multinational  
Employers Need to  
Mind the Gap Loss of earned income due 

to death or disability can be 
devastating. That is why societies 
throughout the world have created 

public, private and public-private programs to ad-
dress the problem.

Unfortunately, these programs increasingly are failing to 
protect incomes. This creates an income protection gap, defined as 

“the reduction in household income as a consequence of the death or inca-
pacitation of an adult wage earner on whom that household relies, taking all 
public and private sources of replacement income into account.”1

A range of factors contribute to the challenge posed by income protection gaps. In the 
developed world, demand for government support—the traditional source of relief—is rapidly out-
pacing supply. Disability levels are increasing due to both an aging population and improved medical 
diagnoses. Public budgets, particularly after the global financial crisis, have failed to keep pace.

Western governments have cut back on protection largely by restricting access to benefits. To pick 
up the slack, governments look to private schemes, but their uptake has been insufficient to fill the 
gap. Meanwhile, an increasing proportion of workers has little or no income protection.

In the developing world, government schemes inherited from Europe seem set for similar difficul-
ties. Average age is rising with growing prosperity, and numbers of casual, part-time and 

temporary workers remain significant.
Government funds are focused more on the impoverished and less on middle-

earning workers, threatening to leave a burgeoning middle class exposed.
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The impact of income protection gaps on households, gov-
ernments and employers is significant. Families risk falling 
into poverty. A U.S. study suggests two-thirds of the impov-
erishment among surviving women and more than one-third 
among surviving men results from inadequate life insurance.2 
Those with long-term disabilities face similar difficulties.

Benefits are harder to come by, and returning to previous 
income levels is far from guaranteed. On average, self-identi-
fied disabled persons in Europe are 15% more likely to suffer 
poverty and/or social exclusion than nondisabled.

Income protection gaps also can devastate retirement. With 
state support declining, families confronting these gaps often 
are forced to tap their pension savings. Given the global pen-
sion savings gap, rising longevity and the declining generosity 
of pension schemes, those affected by income protection gaps 
face a real possibility of running out of money in their old age.

Employers are not immune from the negative impacts of 
income protection gaps. Growing gaps mean employees are 
increasingly vulnerable. For workers employed outside their 
home countries, public support is often highly problematic.

But perhaps the main concern for employers is how in-
come protection gaps can affect productivity.

Without adequate protection, and with job prospects much-
reduced for the disabled, many workers will choose to work 
through minor disabilities at reduced capacity. This so-called 
presenteeism will cost U.S. businesses more than $150 billion per 
year.3 Left unchecked, income protection gaps are likely to have a 
greater impact on productivity as the average age of workers rises.

A Three-Party Approach
A global challenge such as income protection gaps is too 

big for the public or private sectors to tackle alone. Govern-
ments and employers clearly are important, but individuals 
will also need to take some responsibility for ensuring against 
gaps in income protection. A three-party approach, which 
allocates responsibilities to each part of the system without 
overburdening the others, may be preferable.

Employers clearly have a role to play in collaborative ac-

tions, with an opportunity to be a central player in offering 
income and life protection benefits that are useful in retain-
ing and attracting talent. Employers also may want to con-
sider adapting workplaces to help avoid income protection 
gaps in an aging workforce.

An estimated 386 million of the world’s working-age 
population have some kind of disability. According to the 
Organisation for Economic Co-operation and Development, 
of the adult population in Europe, 25% aged 16 or older are 
health-impaired, meaning they face sustained limitations in 
carrying out daily activities.4 In countries with a life expec-
tancy over the age of 70 (about two-thirds of all countries), 
individuals spend about 12% of their life coping with dis-
abilities, according to the United Nations.5

These statistics, already significant, are set to increase con-
siderably due largely to two trends: An aging population and 
better diagnoses and understanding of disabilities. Longer life-
times are a great social achievement, but an older society means 
an older workforce, which means higher rates of disability.

The EU Labor Force Survey (2011)6 found that 48% of 
those reporting a longstanding health problem were aged 
55-64, and only 12% were aged 15-24. Overall, 11% of re-
spondents who described themselves as disabled said their 
condition limited the hours they could work. The proportion 
of such workers increased with age.

In emerging regions such as Latin America and Southeast 
Asia, longevity rates also are rising. Since 1959, life expectan-
cy at birth in India has nearly doubled, and the average Latin 
American lifespan has increased by 15 years since 1970, accord-
ing to the World Bank.7 This trend is expected to create the same 
disability problem in those regions as in developed countries.

Disability claims also rise as older workers use them to 
bridge their declining capacity to work prior to eventual re-
tirement. This is seen especially in countries that have raised 
state pension ages. There is also some evidence that employers 
are unwilling to hire older workers with a disability despite 
wage subsidies, funds to adapt the workplace to accommodate 
disabled workers and similar incentives.

According to a 2015 report by the United Nations, “by 
2050, seven Asian countries, 24 European countries, and 
four countries of Latin America and the Caribbean are ex-
pected to have below two workers per retiree, underscoring 
the fiscal and political pressures that the health care systems 
as well as the old-age and social protection systems of many 
countries are likely to face in the not-too-distant future.”8

disability benefits
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Improved education and better 
public understanding of health have 
contributed to rising rates of reported 
disability. In particular, mental health 
claims have increased. These now form 
the leading cause of disability for 20- to 
34-year-olds. Mental illness can also 
lead to premature death due to suicide.

Governments are making less money 
available, non-full-time workers gener-
ally are not covered and private insur-
ance uptake is inadequate to fill the void.

Budget tightening has also affected 
premature death benefits. Widow(er)s 
in Chile and the United Kingdom do 
not receive state help if they are young-
er than 45, and benefits are earnings-
tested and/or time-limited in Germany, 
the U.K., Ireland, Poland and the Unit-
ed States. In Sweden, premature death 
benefits recently were abolished.

The increased mobility of the work-
force also causes problems for income 
support. In multinational companies, 
employees may move frequently to dif-
ferent workplaces around the world. 
But, with the exception of English-
speaking nations, income protec-
tion for disabled people and bereaved 
families commonly is dependent on 
minimum payments to national and/
or private pension systems, with ben-
efit levels reflecting previous contribu-
tions. Underpayment to these pension 
systems and problems transferring 
pensions, particularly across conti-
nents, threaten to leave international 
workers in complicated and vulnerable 
situations.

Challenge and Opportunity  
for Employers

As noted previously, employers may 
experience the burden of income protec-
tion gaps through reduced employee pro-

ductivity. For example, a lack of adequate 
protection and poor job prospects will 
induce employees not to disclose disabili-
ties. Instead, they will continue working 
at reduced capacity. This type of presen-
teeism is widespread.

In the U.K., the cost of presentee-
ism where mental health problems are 
involved has been estimated at £15.1 
billion per year. A recent Organisa-
tion for Economic Co-operation and 
Development study describes in detail 
the toll on productivity taken by people 
who work while suffering emotional or 
physical health problems: 69% of those 
who work with even moderate health 
problems report accomplishing less 
than they would have liked, compared 
with just 26% with no health problems.9

Another study finds that costs asso-
ciated with lost productivity due to im-
paired capacity to work are higher than 
medical costs of treatment.10

Risks will increase as the workforce 
ages, given that older workers are more 
likely to suffer disabilities. These in-
clude acute medical conditions and 
chronic back pain—among the leading 

causes of long-term disability. As soon 
as 2020, companies could have four 
generations working alongside each 
other, by which time the largest age 
group will be in their mid-50s rather 
than their 40s.

Multinational companies with an in-
ternational workforce are especially vul-
nerable to the impact of income protec-
tion gaps. Virtually all countries require 
minimum contributions—often over 
a period of years—to qualify for ben-
efits. This means internationally mobile 
workers can be penalized by a lack of 
contribution in their country of resi-
dence. Meanwhile, accessing state pro-
tection from their home welfare systems 
can also be complicated, particularly for 
those working across continents.

As governments struggle to fill the 
void and individuals often do not seek 
disability coverage and life insurance 
from the private sector, employers’ cen-
tral role in helping to eliminate gaps in 
income protection is clear.

Employers may want to consider 
two initiatives that have a bearing on 
income protection gaps.

disability benefits

takeaways
•  Because of aging workforces and better medical diagnoses, developed countries are expe-

riencing an increasing number of workers with disabilities. In developing parts of the world, 
increasing longevity is leading to a higher portion of disabled workers.

•  Government programs designed to help individuals who have lost income due to the death or 
disability of a worker are being scaled back or eliminated or fail to cover many people.

•  Employers suffer the effects of presenteeism when, because they fear loss of income, 
disabled workers continue to hold a job but are less productive.

•  A more mobile multinational workforce may make it difficult for some workers to qualify for 
disability benefits from their home countries.

•  Offering disability and death benefits may make a company more attractive to skilled 
employees.

•  Employers may want to focus on preventing disabilities in their workplace with programs 
that promote mental and physical well-being.
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Protect Income to Retain and Attract Talent
For both employers and employees, disability coverage 

and death benefits are attractive benefits in today’s competi-
tive skills market. Benefit professionals may want to raise 
awareness of and demand for these benefits among organiza-
tions’ leaders by highlighting the costs of productivity loss 
related to income protection gaps, such as presenteeism, 
potentially with internal research in larger companies. This 
process should also include a review of current income pro-
tection offerings.

In addition, employee benefit schemes can mitigate the 
risks faced by internationally mobile workers, including the 
perils of income protection gaps. Multinational corporations 
export their occupational schemes to Latin America; Ameri-
can companies operating in Europe offer unit-linked savings 
plans (insurance products that provide both insurance and 
an investment opportunity in a single, integrated plan) in 
similar fashion. Employer-based initiatives can raise public 
awareness about new possibilities. Multinational companies 
that offer benefits that are portable across international bor-
ders may gain a further competitive advantage in attracting 
and retaining top staff.

The potential for employers to increase income protection 
through workplace solutions not only depends on changing 
risk perceptions by employees but also is connected to the 
ability of insurers to innovate and adapt to the changing 
needs of the workforce.

Act to Prevent Disability

As noted, an aging workforce will bring with it increased 
disability rates that are likely to reduce productivity. Al-
though one solution is to ensure adequate income protection 
when a worker is disabled, prevention is better than cure. 

Companies may want to consider modifying working prac-
tices to accommodate older and disabled workers.

Preventing disability is not just for older workers. Em-
ployees of all ages face risks, in the long and short term, to 
their physical and mental health. Employers can promote 
well-being through programs like Google’s “Optimize your 
life,” launched in 2010.11 Emotional and physical health 
are its two core principles. Emotional health is encouraged 
through life coaching, deep-sleep sessions and employee 
counseling. Physical well-being is promoted through fitness 
and nutrition, on-site general practitioners and dentists, and 
quit-smoking sessions.

In order to compete in today’s market, employers need 
more than fair salaries and compensation and headline-
grabbing perks, such as laundry services, free food and gym 
memberships. Offering income protection with death and dis-
ability benefits, together with wellness and health promotion 
programs that focus on prevention, builds a company’s repu-
tation as one that cares about and protects its employees.    
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