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The Global Economy:  
Trends and Predictions Turning Today Into Tomorrow
By Chris Vogel, CEBS
Senior Editor 
International Foundation of Employee Benefit Plans 
Brookfield, Wisconsin

The following is based on 
Linda Nazareth’s presentation 
at the 2016 Symposium.

In the midst of a global 
economic transforma-
t ion,  a  technological 

transformation may be even 
s c a r i e r— b r i n g i n g  m o r e 
changes to the workplace than 
ever before, economist Linda 
Nazareth predicted.

“I hope this will bring about a better world . . . but certain-
ly it will be a different world,” Nazareth said in her keynote 
presentation at the 35th Annual ISCEBS Employee Benefits 
Symposium. Nazareth is a senior fellow for economics and 
population change at the Macdonald-Laurier Institute in To-
ronto, Ontario.

After a “crazy decade” that began with the financial cri-
sis, “we’re only just now heading for normal,” she said. “In 
Canada, everything plays off where the U.S. is. . . . We may 
get back to a point of something approaching what would be 
normal in terms of inflation, interest rates, policy.”

However, with 1% of the U.S. population holding 40% 
of the country’s wealth and inequality continuing to grow, 
“our new normal is not the old normal. We’re not going back 
in terms of the economy.” Average incomes are up 5% but 
haven’t returned to prerecession levels. “Inequality causes so-
cial unrest, poor decision making and poverty.”  

Potential Disruptors
Nazareth warned that many disruptors—things that can 

change an economy very quickly—are out there. “Brazil wasn’t 
thinking of the Zika virus when they planned the Olympics,” 
she noted. Commodity prices provide a picture of what’s hap-
pening to the global economy—which is that it is weak. And 
there are reasons to think commodity prices will be even lower. 

The U.S. election is a huge wild card for world and finan-
cial markets. Brexit—Great Britain’s exit from the European 
Union—remains on the horizon.

Demographic changes are causing a shift in world power. 
The economy of China, which can be a huge disruptor for the 
West, relied on young workers coming from the country to 
work in factories. Now, because of an aging population and 
the effects of its one-child policy, China doesn’t have cheap 
labor coming up as in the past. 

The demographic window that opened in the 1970s with 
the Baby Boom generation—when most of the population 
is of working age and more money is going into pension 
funds than is coming out—is closing, especially in the U.S. 
and Canada. That has been occurring in Europe and Japan 
for years, and now is beginning to happen in China. Naza-
reth said that 97% of the world’s population is living in places 
where the fertility rate is declining, including developing 
countries, and that changes many things.

“Huge changes are ahead of us. What is happening will be 
reflected in workplaces,” Nazareth said.

A New Kind of Industrial Revolution
She noted that throughout economic history, through 

three different industrial revolutions, the attitudes of groups 
who have pushed back against technological changes have 
been wrong. Now, as a fourth industrial revolution involves 
what Nazareth termed cyber-physical systems such as robots, 
“I think it might be different this time,” she said. “Things are 
happening now that haven’t happened before.”

Technology in the three previous industrial revolutions 
didn’t cause a net loss of jobs. But “starting now, we have a 
coming together of technology and the way it can change ev-
erything that we haven’t seen before. It hasn’t destroyed jobs 
yet, but we may be on the cusp of it.”

In 1970, 25% of U.S. jobs were in manufacturing. In 2015, 
partly because of technology, manufacturing had 10% of 
jobs. Nazareth cited Twinkies, a snack product that disap-
peared a few years ago but was reintroduced two years ago 
by a hedge fund company. The new Twinkies are made by 
one-tenth the number of workers who made Twinkies origi-
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nally. Replacing a job function workers used to do, robots 
pack Twinkies into boxes. Another example is the tech sector 
company FoxConn, which has a production facility staffed 
only by robots.

“That doesn’t always work,” Nazareth said. “Some compa-
nies have moved back to having workers. But we are looking 
at massive change out there. There are things that can’t be 
done by machines, but there are many things that can.”

Nazareth said that raising the minimum wage for fast 
food workers “makes them incredibly vulnerable. In Canada, 
McDonald’s is test-marketing kiosks where you pick what 
you want on a screen and pick it up at a counter. These things 
can replace workers. These are job functions that are easy to 
replace.”

She cited an “incredibly pessimistic” Bank of England 
study that found that half of British workers could be re-
placed by machines. “We are looking at a massive workforce 
shift, for good or bad.”

Changes in Work
“How will that change work? Already, work is not a place. 

So many workers can work anywhere. . . . We don’t know 
yet if that’s a good thing. Companies themselves have a huge 
debate going on. . . . Companies are uncomfortable with not 
having people around, but there is a lot of incentive not to 
have people traveling to work.”

Nazareth predicts the workplace is headed for haves and 
have-nots, where talent wars continue to exist but for only a 
select few workers. In the “gig” economy, many people will 
be going from contract (gig) to contract—and perhaps be 
unhappy doing that. The “side hustle”—the accountant who 
sings in a rock band at night or the office worker who sells 
jewelry over Etsy—will become more common. Some people 
will exploit opportunities, such as “teacher-preneurs” who 
put together a work packet and sell it to other teachers. 

Many Millennials may never work in a full-time job but 
will have a number of side hustles—something that in the 
U.S. and Canada is rapidly becoming the norm as people try 
to get into the housing market and move ahead.

“If you’re an employer, do you like your employees doing 
something else?” Nazareth asked. “It requires a bit of differ-
ent thinking.”

Moving from gig to gig “is not a very corporate thing. 
Most corporations want to own their employees, have a 
team. However, that is going to change. In this more compet-

itive environment of slower growth and margins squeezed, 
the temptation to not bring on more employees is really 
high. The temptation is to put people on contracts. It won’t 
be only wedding photographers and Uber drivers, it will be 
everyone; nurses and doctors will work at several different 
hospitals.

“Some companies won’t like that; they don’t get the same 
loyalties. But in this economy, having ‘just-in-time workers’ 
makes sense. We’re likely to see more workers on retainer, 
part-time workers, contract but full-time workers and con-
tract temporary workers.”

One result will be a break in employee trust of their em-
ployers, who can easily lay them off. “There for sure will be 
costs and pullback to it. But it is happening.”

Changes in Benefits
The concept of benefits will be in flux. “How do you man-

age your workforce? What makes sense to give them? If you 
have a lot of gig workers, how do they manage benefits? Do 
we give them a lot more financial education when they are 
younger? It’s time for that discussion.”

Portable benefits, as people move from one job to another, 
may be a big thing.

Nazareth questioned how all of these things happening 
in the workforce and with technology will come together in 
terms of social transformation.

“Change is scary and affects a lot of lives—not necessarily 
in the best way.” Financial institutions, which must be risk-
averse, may need to ask how they lend money when a huge 
part of the workforce is not in one job for a long time. What 
does it mean for housing markets? And Millennials may not 
be as interested in home ownership. Canada has a very strong 
housing market, but that can change. House ownership has 
been the American dream, but that can be rethought.

In large U.S. cities, women who have attended universities 
and obtained professional degrees in higher numbers than 
men now out-earn men. Women are more likely to be lawyers, 
for example, and men are more likely to be in jobs that pay less.

“How does that change dynamics for families? Do we have 
more stay-at-home dads? Do we need different benefit plans 
for men who are out of the workforce for a long time? About 
a quarter of unemployed men are saying they were choosing 
to stay out of the workforce for their kids.”

Cities are now bringing in people with higher incomes, 
which squeezes out people at lower incomes. The split be-
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tween people who lived in cities before and people who are 
coming in means the dynamic is changing.

“We need to talk about a universal basic income. If you 
have people not making enough money, not able to be in the 
workforce, do you think about just giving everybody $10,000 
a year? Do you have to tax everybody more? Maybe get rid 
of libraries or food programs? You have to have something if 
the workforce and the world are changing so much.

“We’re talking brave new world in the future.”

Nazareth left her audience with two thoughts: Today 
in the U.S., more iPhones will be sold than babies will 
be born. “We didn’t even have iPhones 20 years ago,” she 
said. “The other thing is that among girls born today, four 
out of ten will live to be 100 years old. Think about the 
changes children born today will see in their lives. We 
can’t know—We can only start to think about it. We may 
be on the verge of wonderful things, but there will be 
some gyrations.”

A Cheap ERISA Audit May Cost More Than You Think—
The Department of Labor’s Recent Study on Audit Quality
Crystal Ekanayake, CEBS
Audit Partner 
GALLINA 
Sacramento, California

This article is based on the author’s presentation at the 
2016 Symposium.

The Department of La-
bor (DOL) recently 
conducted a study of 

the quality of Employee Retire-
ment Income Security Act 
(ERISA) audit quality and 
found significant deficiencies in 
independent audits, specifically 
that 39% (nearly 4 out of 10) 
contained major deficiencies 
that would lead to a rejection of 
a Form 5500 filing. 

One of the study’s most compelling findings is: 
There is a clear link between the number of em-

ployee benefit plan audits performed by a CPA and 
the quality of the audit work performed. Analysis of 
the data indicates a wide disparity between those CPAs 
who perform the fewest plan audits and those firms 
that perform the largest number of plan audits. CPAs 

who performed the fewest number of employee ben-
efit plan audits annually have a 76% deficiency rate. 
In contrast, the firms performing the most plan audits 
have a deficiency rate of only 12%. 

The True Cost of a Cheap ERISA Plan Audit
Some retirement plan consultants will suggest that a plan 

sponsor save money by hiring a CPA who will perform the 
audit in a “cost-effective” manner and will charge a lower fee, 
citing that the audit is only a “necessary evil” and a “com-
pliance requirement” so there is no reason to pay excessive 
fees. While this might sound appealing, there are significant 
financial consequences if the audit is later determined to be 
deficient, including: 

• $1,100 per day penalty for an incomplete filing of Form 
5500 is charged back to the original due date of the 
Form 5500 (July 31 for calendar year plans). In most 
cases, the audit is not determined to be deficient until 
well after the Form 5500 is filed, and the annual maxi-
mum penalty is $95,000.

• If the audit is deemed to be deficient, the plan sponsor 
will need to pay its existing auditor to reperform the 
audit to conform to DOL requirements or, in most 
cases, the plan sponsor will have to hire a new inde-
pendent auditor to perform the audit and charge for 
such services. DOL typically provides a 45-day cure 
period for the plan sponsor to comply, which would 
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