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In 2013, the nonpartisan Employee Benefit Research Institute (EBRI) commemorated its 35th anniversary. While much
has changed with health and retirement benefits during the past three decades—the first generation of the Employee
Retirement Income Security Act (ERISA)—many of the issues that were present at EBRI’s beginning remain today.
But even if core issues endure, the historic shift away from “traditional” defined benefit pension plans and toward
401(k)-type defined contribution retirement plans, along with the recent enactment of the Patient Protection and
Affordable Care Act of 2010 (PPACA), and the demographic shifts attendant with the retirement of the Baby Boomers
and the workplace ascendency of the Generation X and Millennial cohorts, employee benefits are certain to continue to
change and evolve in the future.
Each year EBRI holds two policy forums which bring together a cross-section of national experts in the benefits field,
congressional and executive branch staff, and representatives from academia, interest groups, and labor to examine
public policy issues affecting health and retirement benefits. This Issue Brief summarizes the presentations and
discussions at EBRI’s 73rd policy forum held in Washington, DC, on Dec. 12, 2013. Titled “Employee Benefits: Today,
Tomorrow and Yesterday,” the symposium offered expert perspectives on not only the workplace and work force of the
past, but the challenges of today’s multi-generational workplace, and the difficulties and opportunities that lie ahead.
Following a review of the benefits landscape by EBRI’s research team, panels discussed:
 1978 to 2013: The Changing Role of Employers in Employee Benefits.
 Employee Benefits from 2013 to 2048: The Road to Tomorrow.
 2013 to 2048: Work Force Trends and Preferences, Today and Tomorrow.
More information on this, and previous EBRI policy forums, including presentation materials, agendas, and links to
webcast recordings are available online at www.ebri.org/programs/policyforums/
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Employee Benefits: Today, Tomorrow, and Yesterday
By Nevin Adams, J.D., and Dallas Salisbury, Employee Benefit Research Institute

Introduction
The Employee Benefit Research Institute (EBRI) was actually “born” on September 28, 1978. That was the year that
moviegoers lined up to have “Close Encounters of the Third Kind” and caught “Saturday Night Fever.” Gasoline was 63
cents a gallon, gold was trading at a then all-time high of $200 per ounce, and the Dow was to end the year at 805.
It was also, of course, the year of the Revenue Act of 1978, which laid the groundwork for what would, just a few years
later, become the 401(k), and Section 125, adding “top-heavy” and nondiscrimination restrictions on tax-advantaged
retirement plans.
Some issues have not changed in those 35 years: How can we expand the number of people with retirement plan
coverage? How can we help workers become financially capable? How can we design benefit programs that are both
cost-effective and yet meet the desires and needs of workers? How can we design benefit programs that provide
incentives for attraction and retention most appropriate to a given employer, whether public, private, union, large,
small, local, global, etc.? How do we best blend the voluntarily provided, private-sector health and retirement benefit
programs with the government-mandated programs such as Social Security and Medicare? How can we help workers
prepare better and save more for their future so they are able to meet all of their retirement needs? How can we
ensure that promises made are promises kept?
However, even if the core issues have not changed, many of the baseline assumptions
have. There’s little question that the benefits world today is greatly changed, the targets
shifted, the expectations altered—often to significant degrees. With that in mind, at
EBRI’s 73rd policy forum, held in Washington, DC on Dec. 12, 2013, the theme was
“Employee Benefits: Today, Tomorrow, and Yesterday.” EBRI CEO and President Dallas
Salisbury noted that an ever-present issue today is a desire to know how things are
today relative to where things stood 35 years ago: How has the system grown, and how
has the voluntary benefits system performed?
He noted that relative to the starting point of 1975, the year after passage of the
Employee Retirement Income Security Act (ERISA), total coverage and active
participation of the employment-based benefits system has grown significantly—but that
Salisbury
the mix has changed dramatically, much of it a result of that Revenue Act of 1978.
Today, the private sector is heavily tilted toward defined contribution (DC) retirement plans, with a small and stilldeclining proportion of participants in defined benefit (DB) plans. Salisbury explained that, in regard to the number of
active participants vs. plans, the same trend lines follow—with significant growth over the period since 1975 in total
active participants; a dramatic growth in active participants in DC plans; and a slow decline in active participants in DB
plans.
Looking to the impact of one of the principal features of ERISA, the vesting provisions that sought to provide individuals
with a non-forfeitable right to a benefit presuming the plan continued or, in the case of a defined contribution plan, that
the investments cooperated, Salisbury pointed to data regarding trends in plan sponsorship, participation, and vesting:
Plan sponsorship and participation grew dramatically from 1940, when the federal government began collecting the
data, with vesting topping out at just about the turn of the 21st century. At that point (but not until that point), he
noted, the number of people with a vested, non-forfeitable right to a benefit was roughly equal to the proportion of
actual participants in these programs. In other words, while some individuals were covered by those programs, many
would, by virtue of voluntary job turnover, receive little or no actual benefit from these programs.

ebri.org Issue Brief • July 2014 • No. 401

3

Fronstin

ebri.org Issue Brief • July 2014 • No. 401

4

and 30 percent by the public sector. However, that changed very quickly with the introduction of Medicare and
Medicaid. By 2013, the share stood at about 50 percent private sector, 50 percent public—and he noted that the public
sector is projected to pay a growing percentage of total health care spending in the United States in the future.
As for the future of the employment-based market, Fronstin noted there has been a sharp decline over the past several
years among employers who are confident they'll be offering health benefits a decade from now. In 2007, 70 percent
were confident that they would be offering those benefits, according to a National Business Group on Health
(NGBH)/Towers Watson survey, but by 2011, that had slipped to 23 percent (although there was a slight uptick in that
sentiment in 2012).
Finally, Fronstin observed how private-sector health plans have constantly evolved over the entire time EBRI has been
analyzing them: “Thirty-five years ago, and more recently than that, we were talking about HMOs. Today we're talking
about accountable care organizations and patient-centered medical homes. Thirty years ago or so, we were talking
about cafeteria plans and managed competition, and today we're talking about consumer-driven health plans and
private insurance exchanges.”

Retirement—Past and Future
Concerning the nation’s future retirement prospects, EBRI Research Director Jack
VanDerhei summarized research that he and Craig Copeland had performed over the
past decade or more using the EBRI’s Retirement Security Projection Model® (RSPM), to
see how the nation’s retirement income adequacy might change in the next 30 or 40
years.
Looking first at those individuals who are fortunate enough to either be already
participating in a 401(k) plan or eligible to participate in one, VanDerhei highlighted
findings for individuals who have at least 30 years of eligibility, both for voluntaryVanDerhei
enrollment-type 401(k) plans, and for those with automatic enrollment. With voluntary
enrollment, RSPM indicates that just over two-thirds (67 percent) of those in the lowest-income group would have
resources sufficient for an 80 percent real income replacement rate from Social Security and 401(k) accumulations,
compared with 59 percent of those in the highest-income quartile (see Figure 2).
Emphasizing the importance of
Social Security as a postretirement income source, he
highlighted projections that
assumed status quo in terms of
benefit payments and an alternate
scenario that showed the effect of
a 24 percent proportionate
reduction in those benefits at the
time when the Social Security trust
fund is currently projected to go to
zero.

Figure 2
Percentage of Successful* Retirements for Voluntary Enrollment 401(k)
Plans, by Income Quartile and Whether Social Security Benefits Have a
Proportional Reduction of 24%
100%
90%
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86%
83%
76%
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67%
59%
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Highest income quartile
Reduced Social Security
73%
76%
63%
62%
50%
50%

Source: EBRI Retirement Security Projection Model, versions 1950 and 1951.
* "Success" is defined as achieving an X percent real replacement rate from Social Security and 401(k) accumulations combined as defined in VanDerhei and
Lucas (2010) where X = 60, 70 or 80. The population simulated consists of workers currently ages 25–29 who will have more than 30 years of simulated
eligibility for participation in a 401(k) plan. Workers are assumed to retire at age 65 and all 401(k) balances are converted into a real annuity at an annuity
purchase price of 18.62.
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Cautioning that he was only
considering the results of applying
a conventional, replacement-rate
type of threshold, VanDerhei
showed projections for three
different thresholds: 60 percent,
70 percent, and 80 percent. For

5

those who can replace at least 80 percent of their final income in retirement from their 401(k), individual retirement
account (IRA), and a status-quo assumption of Social Security benefits, he showed how the lowest-income quartile has
a higher probability of attaining that 80 percent replacement rate than does the highest-income quartile, because of the
way Social Security benefits are structured. About two-thirds of the lowest-income quartile that has been eligible for a
401(k) plan for at least 30 years would achieve that 80 percent replacement rate, compared with only 59 percent of the
highest-income quartile.
If the Social Security Trust Fund is allowed to run out, the result would be a 24 percent reduction in Social Security
benefits—and VanDerhei noted that, not surprisingly, this would produce a much bigger drop for the lowest-income
quartile, which depends much more on Social Security as a retirement income source than does the highest-income
quartile. Consequently, in both of those quartiles, 50 percent of those with at least 30 years of eligibility would be
projected to attain the 80 percent overall income replacement rate, assuming voluntary 401(k) enrollment.

“Automatic” Impacts
While a growing number of employers have adopted automatic-enrollment 401(k) designs, VanDerhei said there is not
yet enough information to accurately simulate how participants will respond. But applying a number of different
assumptions for that design, he showed projections indicating—as expected—that the lowest-income quartile fares
much better under automatic enrollment than under voluntary enrollment in 401(k) plans. (Higher-income individuals
generally take the time and have the motivation to enroll in these programs voluntarily at higher savings rates than do
lower-income individuals).
For low-income, younger workers, long-term participation in a 401(k) plan can have a huge, beneficial impact. Applying
the noted assumptions in an automatic enrollment design, 85 percent of the lowest-income quartile with at least
30 years of eligibility in a 401(k) plan would be expected to meet that 80 percent income-replacement threshold,
VanDerhei said, compared with 73 percent of the highest-income quartile. Applying the impact of the 24 percent
across-the-board reduction in Social Security benefits discussed previously, he showed that 76 percent of the lowestincome quartile would attain the 80 percent threshold, as would 67 percent of the highest-income quartile.
However, as VanDerhei noted, those scenarios deal with the “lucky” individuals—those either eligible for or already
participating in a 401(k) plan today. When one considers the entire Baby Boom and Generation X cohorts, many of
whom are not eligible, a different and more ominous picture emerges.
VanDerhei noted that EBRI has been conducting the EBRI Retirement Readiness RatingTM—defined as the probability of
not running short of money in retirement—since 2003. That process involves consideration of defined contribution and
defined benefit accruals, IRA and rollover balances, as well as net housing equity and Social Security, and running a
thousand different alternative life paths in order to consider longevity risk and investment risk.

The Most Important Risk
VanDerhei identified nursing home and home health care costs as the most important risk in terms of looking at
families that seem to have enough money and end up running short of money in retirement. “I'm sure we all know of
situations where individuals have gone into a nursing home for rather a lengthy period, and those resources that had
been accumulated for retirement are depleted to the point where one or both of the spouses will not have enough
money to avoid running short of money in retirement,” he said.
By cohort, among individuals who will have enough resources to cover 100 percent of their estimated expenses in
retirement, slightly over half (between 55–57 percent) of the households will not run short of money in retirement,
VanDerhei said. If lower thresholds of success (such as 90 percent and 80 percent) are considered, more households
are projected to not run short.
Not surprisingly, the same analysis by income showed the lowest-income quartile fares much, much worse than the
other quartiles: Just16 percent of the lowest-income quartile among Baby Boomers and Generation Xers would have
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enough money to cover 100 percent of their expenses. In contrast, 85 percent of the highest-income quartile would
have enough at that threshold.

Figure 3

2013 EBRI Retirement Readiness Ratings™
By Preretirement Wage Quartile
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Source: EBRI Retirement Security Projection Model ® Version 1750.
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For public policy purposes,
VanDerhei identified
Generation Xers as a critical
group because they have the
opportunity for a full career in
the defined contribution
system, which is extremely
important to overall retirement
income adequacy (see Figure
3). Among those with no
future years of future
eligibility, and combining all
wage groups, only 39 percent
would have sufficient
retirement income. In
contrast, when considering
those with 20 years or more
of future eligibility, 86 percent
would not run short of money,
according to the EBRI
Retirement Readiness
Rating.TM

A Consistent Mission
Dallas Salisbury, EBRI’s first and only CEO, described how the Institute over its 35-year history has fulfilled the mission
of its founders: that it be nonpartisan, that it not lobby, and that it remain focused on data and research. EBRI’s
genesis came about in the wake of ERISA’s enactment, he said, from a group of benefit-consulting and actuarial firms
responding to a Securities and Exchange Commission proposal to have defined benefit plan actuaries register as
investment advisers.
Those same actuarial firms had worked with a 1962 Kennedy commission on retirement, which ultimately led to ERISA.
“They incorporated the Employee Benefit Research Institute to be an objective, non-advocacy, analytically based
provider of information to all parties, attempting to assess all options and look at what the system could or could not
accomplish,” Salisbury said. “And we've been building the databases and the analytic capabilities with the superb talent
of EBRI’s research staff and others on the team over the years to fulfill that mission.”

1978 to 2013: The Changing Role of Employers in Employee Benefits
For an exploration of the changing role of employers in employee benefits, Business Insurance’s editor-at-large in
Washington, Jerry Geisel, who has covered these issues for many years, spoke with Howard Fluhr, chairman of the
Segal Group, and Larry Zimpleman, chairman of The Principal Financial Group. Both are also former chairmen of the
Employee Benefit Research Institute.
Howard Fluhr was already working as an actuary in 1974 when ERISA was enacted. He noted that 35 years ago there
was still the notion of corporate paternalism, not in a pejorative sense, but of a moral sense and smart business sense.
“ERISA and tax policy encouraged an economic policy and social policy, having this sort of understanding that by
society collectively protecting all of us through solutions, a combination of private and public, that was better for all of
us.” He noted that the question at the time was, “Will ERISA be good or bad for employee protection in general, and
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Zimpleman (left), Fluhr, Geisel

pensions in particular?” While he acknowledges that the answer wasn’t really known at the time, he observed that it
turned out to be good for a while, and then it became “stifling” for employers.
Over the time since then, Fluhr said, the nation has shifted back to the attitudes of a century or so ago: the notion of
self-reliance as a be-all and end-all. Consequently, because of these pressures, employers’ perspectives have
changed—and there's a shift, he noted, both on the retirement side and on the health side, to push responsibility back
to the individual.
“Defined benefit plans originally were a very positive force in the sense that if more and more employers adopted them,
that it offered predictability,” Fluhr explained. As DB plans have given way to defined contribution (401(k)-type)
retirement plans, what is often described as a shift in risk is more accurately a shift in volatility. “Even if the law of large
numbers and time applies, and overall you say DC is just fine in total, it doesn't mean that it is for every individual at
any particular point. It is because of volatility,” he said.

Short-Termism Dominates
Fluhr commented that “short-termism” dominates the thinking of many employers today, out of necessity. “Employers
have no choice but to react, of course,” he noted. “But I would say it comes from a change in the focus on social
policy.”
He explained that when the 401(k) was first announced, the takeup rate was slow—but then it began to pick up more
quickly. And once it became obvious there would be a rapid takeup, there was a concern it would cost the government
money because it represented a deferral of taxes—which led to the government introducing a number of limitations on
the plans. “So you see this push and pull,” Fluhr explained. “Here's a great idea, and through public policy and taxation,
we'll encourage behavior that's good for the macro economy. And oftentimes, as soon as there is a takeup, there's a
pullback,” he said. Partly this is due to the fact that many members of Congress either weren’t present when the
original legislation was passed, or don’t remember the program’s original motivations. “Even those who understand the
need for regulation could not have imagined 35 years ago that we would have such an enormously complex and
perverse system of regulation that now exists for employee benefits. It's beyond inscrutable,” he noted. “I would say
that the law of unintended consequences is the rule of the day in dealing with the regulation of benefits.”
Fluhr closed his initial comments by noting that “we as a society have lost some control because we've lost sight of
public policy—and I think employers are, in a sense, trapped by circumstance and essentially have little or no input as
to where we're going”—and as a result become very reactive because of the burdensome regulatory costs of offering
voluntary employee benefits.
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The Good Old Days….Weren’t?
Larry Zimpleman began by commenting that the good old days weren't necessarily as good as they might be
remembered. While some critics of 401(k) plans presume that if we could “just go back to the days of defined benefit
plans and a gold watch, everything would be fine,” he noted that the data indicate those days are probably overstated.
He noted that the United States has moved from what was, effectively, a mandatory participation platform in retirement
plans (defined benefit plans) to what is for many today a completely voluntary platform (401(k)s), a movement he
attributed to two factors: First, employees like choice. “The problem,” he said, “is that left to their own
decision-making, employees don't make the right choices, leaving us with a voluntary system where people are making
really bad choices.”
The second factor, Zimpleman said, is that employers want cost control, and voluntary platforms and definedcontribution-type programs allow them to have more cost control. “Not because it’s a nice thing,” he explained, but
because “in the absence of that, accounting-rule changes can really drive a CFO crazy.”
Zimpleman noted that, while there was no 401(k) when EBRI was founded, it’s clear that today the second leg of that
traditional three-legged stool of retirement income sources is a defined contribution leg. “We do have a generation, my
age and maybe those within 10 years of my age, where it's going to be a little bit spotty,” in terms of retirement
security, he acknowledged, but he said that “if we can do a better job of helping the Gen Xers, then I think they can
have a very successful retirement.”
That said, Zimpleman noted some different challenges in the public sector—which he said is about where the private
sector was in 1978 in the shift from defined benefit to defined contribution plans, and which he predicted will undergo
very substantial change in the future. Some of that change will be because the defined benefits promised in the public
sector are financially unsustainable, and some will be because “the same accounting requirements that drove a lot of
the change on the private-sector side are now starting to work their way into the public sector.”

Controlling Cost Concerns
Regarding health care, Zimpleman said the big issue has been controlling cost, and that the biggest threat to
retirement security has been the rising cost of health care. That is forcing employers to continually redesign their health
care plans, both to control costs and to get their employees more involved in their own care. “We're still struggling with
that because we don't have a good way to hold people accountable for the impact of their own decisions,” he noted. “If
you're ever going to get control of health care costs, you've got to get people to be more responsible or suffer more of
the consequences or benefits of their own behaviors.”
Jerry Geisel recalled a time when Congress and the White House worked together on major initiatives, despite
disagreements on certain particulars. Turning to the current environment of deep partisanship and gridlock in the
federal government, he asked the panel members their perspectives on how that shift came about, and what it might
mean for benefits legislation in the future.
Zimpleman responded by noting there hasn't really been a strong voice for benefit issues on either side of the aisle in
Congress in recent years, and that, even though there are still a few lawmakers experienced in those issues, their
primary focus these days is elsewhere: “It's been drowned out by these more ideological conversations,” he noted.
Zimpleman went on to note that, as bad as the accounting changes have been to weaken or undermine certain benefits
in the United States, the increasing political focus on tax expenditures (revenue foregone to the federal government
from tax preferences for private-sector health and retirement benefits) “is probably the most negative thing that has
happened in 35 years.”
“The idea that retirement plans cost the federal treasury money is just ludicrous,” Zimpleman said, noting the perverse
impact of the government’s focus on a 10-year window of activity for budget scoring. “For a period of time, the taxdeferred contributions are greater than the benefits that get taxed,” he said, noting at some point outside the 10-year,
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budget-scoring window the federal government will receive revenue on those deferrals as workers retire and start
spending their retirement savings; according to at least one study, the revenue to the government will increase by a
multiple of four over the deferrals. “It's just they have to wait beyond the 10-year scoring window for their 4 dollars of
revenue,” he said. “The retirement system is going to be the biggest generator of federal revenue that's ever been
created, and yet they keep stealing from it because they have this work notion called ‘tax expenditure,’ which is based
on a 10-year look.”
Fluhr added that “35 years ago, nobody imagined that a CFO would be making a decision related to a pension plan and
find out later that because of new mark-to-market regulations, he had no control and no predictability on all this
enormous volatility, as opposed to being smoothed over the long term. That has made a fundamental change in the
way decisions are getting made.”
As for which retirement plan approach is better—defined benefit or defined contribution—Fluhr said that was a “false
dichotomy.” He said: “They both serve a purpose, and for at least a period in the '70s and '80s, the ideal solution was
a combination—because one is better for younger, mobile workers, and the other better for older, higher-tenured
workers.”

The Impact of Exchanges
Geisel noted that an emerging trend in the health care world is the creation of private insurance exchanges, where an
employer decides how much money it's going to contribute toward its workers’ coverage, while a third party (often a
benefit-consulting firm) negotiates with health insurers to provide coverage and access to different plans. “The
employee has that pot of money and decides which plan to use, and the role of the employer has become very
minimal,” he explained. “Is that the wave of the future?”
Fluhr said he thought that outcome was “more likely than not,” but he cautioned that recent surveys by EBRI and
others show that employees really value the fact that their employers are providing benefits. “I don't know how much a
defined contribution approach to health will satisfy what the employees are looking for, and I'm not very optimistic
about the ability to really have a fully educated work force as buyers,” he said, adding that he thought the health
exchange idea is “more than worth the effort.”
For his part, Zimpleman said he thought that within three to five years, there could be as many as half, perhaps 40 to
50 percent, of employers providing coverage through private exchanges. “I think it will be interesting to see, though, if
that also causes employers to maybe pull back a little bit on some of the wellness initiatives.”
By way of explanation, Zimpleman noted that, as a company, The Principal had been “very, very focused” on wellness,
and said “We're going to continue that because it's the right thing for employees.” But he cautioned that if the
exchange approach does lead to more of a defined contribution model of health insurance that employers might take
another step backwards and assume workers will make the right decisions for themselves—“which of course they never
do, so now we regress on some of the progress that we've made on holding people accountable for their own behavior
relative to the cost of insurance.”
Expanding on that comment, Fluhr noted research has shown that workplace wellness programs are effective, that they
actually control cost, improve health, and have a positive impact. “It would be a public good overall,” he said, if
employers maintained their wellness programs. “The question is, will that happen or will too many employers back
away?”

A “Better” Question
Geisel then turned to trends in retirement plans, the movement from defined benefit designs to defined contribution,
and asked if that trend was likely to continue, to pause, or if there was any prospect for a resurgence in defined benefit
plan designs.
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Fluhr expressed doubt in the revival of DB plans, noting that “the squeeze is on employers of all sizes,” who “see the
DC design as a way out.” He also noted that the “short-termism in business as well as in society” means neither
employers nor workers are likely to take the long view.
For his part, Zimpleman said the better question might be: How can the benefits community, or the nation as a whole,
do a better job of making defined contribution plans work for everybody? “We know what plan design works,” he said,
“and we know what plan design doesn't work, and we know that employees don't act in their own self-interest.”
Because of that, he said that we “have to put guard rails on their choices so that, at the end of the day, they can make
at least a decent choice.” He also cited the ability of technology to provide extraordinarily customized projections that
can show participants in very clear terms what they need to do in order to have a more secure retirement. He called on
employers—and retirement plan providers—to “get in the game” and get active working with participants in the work
place, providing information and designing plans that work. “That’s where the energy and enthusiasm needs to be,” he
said, “not having a hypothetical debate around something that's not going happen—which is, ‘should we have more
defined benefit plans in the country?’”
Turning to the issue of pension “de-risking,” Geisel asked the panel members their perspectives on the trend of
employers offering workers—and retirees—the option to take a lump sum of their pension benefit rather than the
traditional lifetime annuity.
Zimpleman cited the increasing cost of Pension Benefit Guaranty Corporation (PBGC) premiums as a financial
disincentive for employers to hold on to those deferred annuities. “In 35 years, I've heard very little debate around why
we facilitate and encourage taking lump sums at retirement. It makes no sense,” he said.
Geisel asked if the rising PBGC premiums were likely to cause more employers to exit the DB system. “It's what we
were calling an assessment spiral,” Fluhr said. “It's the worst possible decision if you want to preserve DB plans
because it becomes more and more expensive.” As a historical footnote, Fluhr noted that when ERISA was passed in
1974 and took effect in 1976, the PBGC premium was nominal: a dollar per participant for corporate plans and 50 cents
for multiemployer plans, costs that are far, far higher today. Zimpleman added, “In 1976, the PBGC premium wasn't an
issue in deciding what your plan would be. Now it is.”
Zimpleman returned to the issue of retirement policy and leadership, noting that “the problem is that retirement
systems only work over long periods of time, and the political system is oriented toward shorter and shorter periods of
time.” Fluhr added that the Kennedy Commission and the Carter Commission on retirement were attempts to forge a
national retirement policy. But today, he said, “there is no retirement policy. It's all about taxation.”
Despite those challenges, Zimpleman said the nation is on the cusp of being able to make defined contribution plans
work in a much more successful way for people of all income stratas, citing EBRI data that those with 20 years of
eligibility for a 401(k) have an 85 percent chance of having a successful retirement. “But we have to commit ourselves,
those of us who work in the industry every day, and those who serve as plan sponsors, to begin to think differently and
act differently.
“We still have time to do that, but over the next five years, it's going to be very critical,” Zimpleman said. “But if we do
that, then I think we can be on course for a very successful outcome over the next 35 years.”

Employee Benefits from 2013 to 2048: The Road to Tomorrow
The final panel of the policy forum focused on the next 35 years, “the road to tomorrow.” The panel included Tom
Woodruff, director of health care policy and benefits for the state of Connecticut; Arnold Brown, co-founder and
principal of Weiner, Edrich, Brown, Inc., one of the world's premier trend-tracking firms, and the co-author of “Future
Think;” Don Ezra, an author, principal at Don Ezra Consulting Services, and previously co-chair, global consulting at
Russell Investments before graduating from full-time work two years ago. The discussion was led by Sandra Block,
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senior associate editor for Kiplinger's Personal Finance magazine, previously personal finance reporter and columnist for
USA Today, who has covered personal finance for more than 20 years.
Arnold Brown led off the discussion by noting that the prolonged recession has, among
other things, masked what he called a “profound transformation of the economy,” one
that has to do with the very nature of work and jobs as the nation moves into the future.
While many are familiar with the term "outsourcing" jobs to places where employer labor
costs are lower, Brown said that what has really been happening is “other” sourcing: the
transfer of jobs from human beings to non-human entities, such as robots, software
programs, and algorithms. Brown noted that manufacturing in the United States is on the
upswing, but that growth did not include growth in manufacturing jobs. In fact, he said
that the number of jobs created in manufacturing is so low relative to the increase in
productivity that it's “absolutely remarkable,” and almost revolutionary. He predicted that
this displacement is going to continue to move at an accelerated rate from manufacturing
jobs to non-manufacturing professional jobs: In 2012, he noted, approximately 85 perBrown

cent of robots were purchased were for manufacturing purposes, and within the next few
years 30 percent or more of robots will be for non-manufacturing, white-collar use.

Should Robots Pay Social Security?
Brown asked an intriguing question: As workers who pay Social Security taxes and contribute to their own retirement
and health care benefits are displaced by non-human machines that do not make any of these payments, how will
these social welfare programs be funded in the future? “Should we require employers of robots to pay Social Security
for them?” he asked.
A second trend Brown highlighted was the growth of a non-traditional workforce: part-time workers, contract workers,
temporary workers, and, particularly, entrepreneurs. He noted some estimates that suggest close to 20 percent of the
American labor force is now part time, and that it could be higher, because much of that is under-reported or
unreported. Moreover, this “era of continuous temporary unemployment” is not just an American phenomenon: He
noted that in France in 2012, 82 percent of the new jobs created were temporary, and in Germany, what are referred
to as “mini jobs” (low-paid, short-term jobs) are now 20 percent of all jobs in that economy. Another aspect of this job
trend: Of the 16-to-25-year-old cohort not currently in school, barely a third (36 percent) have full-time jobs.
Technology is a major reason for the trend, Brown said, citing the example of 3-D printing. “You can see a future in
which a manufacturing enterprise consists not of a large building with an assembly line, but hundreds or thousands of
individual owners of 3-D printers who make their products and have them assembled by the manufacturer or have
them shipped and distributed by the manufacturer, almost a return to the cottage industry format that existed prior to
the Industrial Revolution,” he said.
Brown then turned to the squeeze on state and local finances, which he predicted will accelerate because of the other
economic transformations taking place. “When you have fewer and fewer human employees paying fewer and fewer
taxes, where's the money going to come from to fund all of these state activities?” he asked.

A New Contract?
What’s the upshot? ”The old model of the contract between employer and employee is increasingly obsolete,” Brown
said. “That’s not to say it’s going to disappear, but rather that, more and more, we will need a new model of what the
relationship will be between the employer and the employee.”
A previous panel made predictions about employers having to act “en loco parentis” for younger workers, but Brown
believes that is unlikely to happen. “Employers increasingly will look for ways to avoid that kind of responsibility and
increasingly will find ways to do it,” he noted. This ultimately means that over the next 35 years, there is the “possibility
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of an entirely different, unprecedented relationship in the workplace between employers and employees, and what the
consequences of that will be are really very profound in terms of what your businesses will be facing.”
Don Ezra began by highlighting the changes for both employers and workers resulting
from the nation’s growing longevity. “Inevitably, we're going to have to see an
increase in the number of years we work,” he observed: “Of every three years of
added longevity, we might end up with two more years of work and one year of extra
retirement—and even that will be very difficult to finance.”
Ezra acknowledged that longevity is uncertain, especially because life expectancy is an
average. Ezra has calculated that uncertainty with respect to investment returns: “It
turns out that around age 60, the impact of uncertain longevity is smaller than the
impact of how uncertain bond returns are going to be over the rest of your lifetime,”
he said. “By the time we get to age 75, longevity shrinks but the uncertainty doesn't
shrink as much. Proportionately, the uncertainty is rising.” However, he noted that by
Ezra
age 75, the financial impact of the uncertainty of how much longer a person is going to
live is larger than the financial uncertainty of investing 100 percent in equities and that since very few 75-year-olds
would be comfortable investing 100 percent in equities, “by age 75, we ought to be hedging our uncertainty of life
expectancy in some way.”

Hope for the Future?
Secondly, Ezra offered up what he termed not so much a prediction as a hope—for a return to risk pooling in pension
arrangements. “Total guarantees under all conditions are very expensive, and defined contribution doesn't allow for
pooling,” he noted. Cash-balance-plan solutions also don’t work, he said, because employers like cost certainty, and
workers like certainty of benefits, and the cash balance model provides neither. “The thing that provides you the closest
with that is what the Dutch call ‘collective DC,’” he explained. “Nobody underwrites benefits, but instead of doing it as
an individual-account DC, what's done is the assets are pooled, and they're run like a defined benefit plan with targeted
nominal benefits that ought to be supportable and ought to be in the long term increasable to keep pace with wages
while you're working and with inflation after that. But it isn't guaranteed.”
Ezra acknowledged that, following the 1998 global financial crisis, the Dutch had to cut some accrued benefits but still
saw collective DC plans as a superior approach. “I would rather do that than build a nominal-benefits DB that is a big
battleship, impervious to these storms, but extremely expensive.” He compared that with the individual-account DC
plan, where each individual is on his or her own. He explained that the latter approach would be particularly
problematic if there were shifts to more and more temporary employment, because DC retirement plans typically are
not offered to part-time workers.
Finally, Ezra predicted that over the next 35 years, the benefits world will see a shift from
asset allocation in defined contribution plans to risk-factor allocation. “The global financial
crisis has made some things clear,” he noted. “One is that asset classes are themselves not
fundamental entities. Each of them is itself a collection of exposures to different risk
factors, and some of those risk factors go across the asset classes.” Risk factors for highyield bonds, which are similar to risk factors for equities, explain why high-yield bonds
(which are legally bonds) act like bonds some of the time but in fact are more often better
correlated with equities, he said.” However, Ezra acknowledged that the whole area of risk
factors is still in its infancy, and nobody today knows exactly how to define or classify
them. “Once we start to master risk-factor definitions instead of asset class definitions, we
will find we will never go back to the simple world of asset allocation again,” he predicted.
From an employer perspective in Connecticut, Tom Woodruff discussed the idea of
creating a kind of individualized, target-benefit approach, taking advantage of software
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and third-party fiduciaries, such that a worker could go through a risk-and-time horizon, a complete asset assessment,
and select a retirement plan investment portfolio that is then managed by a third-party fiduciary. “One of the things
that we found in the last couple of market crash cycles is that defined contribution participants frequently do the wrong
thing in terms of market timing, and the volatility risk faced by defined contribution participants is a problem,” he
noted. Another problem that he said needed to be addressed was “leakage” from the retirement system, in the form of
lump-sum distributions and cash-outs.

Flexible Approaches
Two other issues, which he said were already being addressed by the Connecticut Healthcare Policy & Benefit Services
Division, were whether benefits structures and employment practices are set up properly, as well as whether state tax
laws governing retirement plans take into account flexible and phased retirement. “We've been addressing that for
participants who are in our 401(a) DC plan at colleges and universities, where a lot of faculty today really want to work
part-time, but they don't want to annuitize right away,” he said. But he acknowledged that federal tax rules tie their
hands: “We’re running up against the IRS rules in being able to use it,” he said.
Woodruff noted that over the next few decades, employers could also hold employees accountable for health behaviors,
for getting preventive care, and maybe for meeting health behavior goals—such as body-mass-index targets, bloodpressure targets, and diabetes-measure targets—by embracing value-based insurance designs.
Finally, Woodruff noted some concerns about the potential trend to defined contribution health plans, and the potential
for the abdication of responsibility for health care costs by employers, particularly self-funded employers, and selfinsured large employers. Woodruff noted that he saw great potential over the next five to 10 years for employers to
have a positive impact on medical-cost trends through the emergence of accountable care organizations as a model for
total population health management, whether employers work with the insurance companies or others who contract
with providers, hospitals, and individual physician groups. “Employers can have an impact because they're the big
purchasers of health insurance behind Medicare and Medicaid. They can influence what their contracting is and what
the accountability is for providers for total population health and total cost of care.”

2013 to 2048: Work Force Trends and Preferences, Today and Tomorrow
When employers talk about benefits and why they are offered, the consistent answer is that they are designed to help
attract and retain workers. These days, those workers come from several different generations, each with varied
perspectives, experience, expectations, and motivations—and that means, as challenging as it can be to manage those
competing priorities today, that the challenges in the years ahead could be even more daunting.
Discussing those work force trends and preferences was an expert panel that included Mathew Greenwald, president of
Greenwald & Associates, a market research firm in Washington, D.C.; Ellen Galinsky, president and co-founder of
Families and Work Institute, where she co-directs the National Study of the Changing Workforce; and Neil Howe, a
historian, economist, demographer, and currently a senior associate to the Center for Strategic and International
Studies in Washington.

Shifting Demographics
Ellen Galinsky led off, sharing insights from the National Study of the Changing Workforce, an ongoing
comprehensive study that surveys about 3,500 people in the United States work force every five to six years. “Women
are in the work force now in almost equal numbers to men,” she said, and dual-earner couples have become the norm.
In fact, she noted that 4 in 5 couples who are married or in long-term, committed relationships have both members in
the work force.
Additionally, she noted that there are more people of color: “We've gone from 12 to 21 percent of people of color, but
that's changing among Millennials, where it’s 39 percent people of color.” Galinsky also pointed out that the work force
has aged, up from 39 percent of people 40 and older in 1977 to two-thirds of the work force today.
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Correspondingly, public opinion about the dual-earner trend has changed. She noted that in 1977, there was a pretty
strong view that it would be better for everyone involved if the man earned the money and the woman took care of the
home and family; by 2008, most people disagreed with that notion for the first time, although 2 in 5 still agreed. The
biggest change has been among men, who are much more likely today to disagree that men should work and women
stay home today than they were in the past. In addition younger people are more likely to disagree with that position
than older people.

Greenwald (left), Galinsky, Howe

Gender Grasp
Galinsky cited women’s education as a third trend, noting that it has actually risen above men’s educational levels in the
workforce. That said, she noted that there's now no difference between men and women in their desire for jobs with
more responsibility—a first. While men generally wanted jobs with more responsibility in 1977, she noted that now
young men and young women are equally likely to want jobs with more responsibility, “…though that number has
dropped considerably, particularly in the 1990s when the issue of overwork or workload came into parlance,” she said.
“We also find that women, with and without children who are Millennials, are equally likely to want jobs with more
responsibility,” Galinsky said, explaining that having children doesn’t seem to affect their ambition outside the family.
“Women now define their provider role as not only taking care of their families but also supporting their families
economically. We saw that shift in 1995, and that's because women now earn 45 percent of family income within dualearner couples,” she said. She noted that 27 percent of women now earn at least 10 percent or more than their
husbands or partners in the workforce.
“The fourth trend is that men's roles and behavior have changed,” Galinsky said. “Women have not changed the
amount of time that they spend with children, and they actually are quite involved with children,” citing results of time
diary studies, as well as their own self-reported study. Men, on the other hand, have definitely changed their
involvement, she said, although not in doing housework. “Everybody's doing less and there are a lot dirtier houses in
America these days,” She said. She noted that men are spending nearly an hour more with their kids on a workday
these days, but acknowledged that younger men are more involved than older men.

Work-Family Conflicts
A key finding of Families and Work Institute’s latest study is that men are now experiencing more work-family conflict
than women. “Sixty percent of fathers, for example, experience some or a lot of work-family conflict, compared with
47 percent of women,” she said, and while women's conflict level has stayed very steady, it has shot straight up for
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men. Galinsky said that the Institute has found men have been more reluctant to give up their provider roles, and men
with children tend to work longer hours than men of the same age who don't have children.
Another big change Galinsky highlighted: the growing number of people providing elder care, which is increasingly
difficult for men. “Forty-two percent of employees reported providing elder care in 2008 over the past five years,” she
said, and “men and women who are employed are equally likely to provide elder care.” However, while men are
spending less time on this than women, she explained, “men experience more work-family conflict than women when
they take care of their elderly parents or relatives.”
A sixth key trend she raised is that everybody feels starved for time. “We did a study fairly recently where we asked
women, ‘What do you do when you can do something for yourself that you really love doing?’ What do you think they
said?” she asked. “Housework.” In other questions in that study, women reported not “loving” to do housework.
The seventh trend is that the health of the American work force has declined, and that the biggest drop in overall
health has been among men. She also said that about a third of the work force report symptoms of clinical depression
and stress levels are rising. “We find that a number of people—about 1 in 5—are receiving treatment for high blood
pressure in the workforce, and about a third of the workforce is overweight or obese,” she said.
Finally, the notion of a retirement job has become normal. Galinsky said. Among employees 50 and older, 20 percent of
them who described themselves as “fully retired” and had taken a retirement job, and not just for health care benefits:
While they wanted to be able to retire more comfortably later on, many said in particular that they wanted to be active
and do work that was more meaningful. She said this is the start of a long-term trend: 75 percent of people who are
currently 50 and older expect to retire and then continue working.

Living Longer
Matt Greenwald, of Greenwald & Associates, noted that, since EBRI was founded in 1978, life expectancy at 65 has
increased by three years, and he cautioned that for many retired people, the cost of living more than tripled since that
time, especially those with higher health care costs. He noted that life expectancy at age 65 has gone up fairly
consistently since 1950: “Every year, we gain 21 days of life expectancy,” he noted. “I should celebrate my birthday
every 386 days. I'd get less presents, but I’d feel better.”
Greenwald thinks we should think differently about age as it pertains to the decision to retire. “People tend to think of
how old they are when they want to retire,” he said. “But I think it's much more effective to think of how much time
you are likely to have left, your remaining life expectancy. Do I want to retire with 12 years of remaining life
expectancy, 10, or eight? And how do I divvy my time up across remaining life expectancy?”
In 1965, 80 percent of the men who had 15 years of remaining life expectancy were working. By 2005, it was
30 percent of that group still working, and it’s about the same now, he said, meaning that people are having much
longer, and therefore more costly, retirements. “When we think of where we're going to be in 35 years with more gains
in life expectancy expected, we have to realize there's going to be a big push for people to work really considerably
longer.” There will be very strong financial reasons to work to much older ages. He said that technology is going to
push health care costs up, and that the next generation, which will be 65 in 2048, has fewer children than Baby
Boomers do—which means less economic and tax support from children. With social entitlement programs currently
under severe financial strain, the trends are worrisome.
What does that mean for employee benefits? Greenwald noted that the penalty for having to stop working before a
person wants to will be higher. About 40 percent of current retirees leave the work force before they plan to because of
ill health or disability, he said, and many disability plans are now designed to last until age 65. “We can't do that
anymore,” he said. Greenwald also said that employee benefits will need to be more portable in the future to keep
providing benefits after normal retirement age or later in life into the 70s and beyond.
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He said new technology may help the younger generation to make better decisions about their time in the work force
and use of benefits, and that the use of defaults and other benefit-plan devices will “nudge” individuals into better
decisions.

An Expensive Gift?
That said, Greenwald expects the current trend toward voluntary benefit offerings to continue, although perhaps with a
twist. “Employers with global pressures and other pressures are going to pass on the responsibility and the cost [of
benefits] to employees,” he noted. “Long life is a great gift, but it's an expensive gift we have to pay for ourselves.
…When we look 35 years into the future, people are living longer on average, and having to work longer than before,
they're going to need employee benefits, which will help them one way or another acquire value that they will be able
to use for those last years of life.”
Greenwald cited the “tilt” of employee benefits. “There are some older people who think that benefits are tilted towards
younger people—with maternity leave, with educational assistance aimed at early career, and thinking that maybe
there needs to be more of a tilt towards benefits for older people and the issues they face,” he said. For employers,
Greenwald noted that “to attract and retain, you need a good benefit package,” but determining the best way of
achieving organizational goals and satisfying workers will likely be more complex in the years ahead. “Workers' needs
are getting more complex, and employers will have to think about how they can achieve their overall objectives,
especially with people demanding to stay in the workplace longer, by designing benefit packages that help them meet
their needs.”

Generation “Hexed?”
Economist and demographer Neil Howe focused on the aging of cohorts—“how each age bracket, decade by decade,
is hugely reshaped by the aging of a particular group of people moving from one age bracket into the next.” This
means predictions can often be made about the future which are, or appear to be, non-linear given any particular
phase of life.
As has been long noted, the aging of the Baby Boomer generation will be “really reshaping what it means to be old in
America today,” Howe said. He noted that their parents—members of the Silent Generation—tend to be well educated,
live very risk-averse lives, play by the rules, tend to have relatively intact marriages, often underwrite extended family
activities, and are “very affluent relative to younger people.” According to the 2010 Survey of Consumer Finances
published by the Federal Reserve every three years, households ages 75-plus have the highest median net worth of any
age bracket in America today—for the first time ever, Howe noted. While data from that survey wasn’t available going
back to the 1960s, Howe said America’s elders at that time would have been the poorest age bracket with the lowest
median net worth.

“Rags to Riches” Transformation
Instead, he said that this “rags to riches transformation of seniors in America” has changed the enormous transfer of
wealth within families from seniors to their kids and their grandkids. “It's changed the way companies are marketing,”
he said. “They're no longer marketing to nuclear families. They're marketing to the extended families.”
“If you look at people 65 years and older, about 80 percent of them are independent,” he noted, either living by
themselves or with their spouses. Most of the rest—about 16 percent—live with their families, and perhaps 4 percent
are in some kind of formal-care communities or nursing homes. However, of that 16 percent with their families, Howe
noted that perhaps 60 percent are situations where young people are moving in with their parents—not parents moving
in with their adult children. “The image of granny moving in to the back room of her son's house is actually not the
norm. The norm is the other way around—and it's very often the grandparent actually taking over formal custody of
grandkids with Gen Xer and Boomer kids who have marriages that have fallen apart.”
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But while Howe said the Silent Generation has experienced longer lives and better prospects, he cautioned that is
unlikely to continue as their Boomer children age. “One of the things we're going to see change is a gradual decline of
affluence, which is one of the reasons why Boomers are not retiring,” he said.
“One of the least-talked-about aspects of the recent Great Recession and its aftermath is that since about November
2007—it’s the employment peak in America—we've lost about 3 million jobs,” he said. “But that's divided into two
different categories: We've gained 3 million jobs over age 60. We've lost 6 million under age 60.”
Howe cited a recent study funded by the National Institute on Aging indicating that almost every measure of
self-reported health among Boomers is declining today, compared with the Silent Generation at the same phase of life.
“Three generations of improvement in the elderly when it comes to self-reported health and disabilities is now being
reversed,” he said, the result of Boomers “reaping a lifetime of increased risk taking” with increasing rates of everything
from suicide, diabetes, obesity, even gout. “The things you might have done in the 60s do come back to haunt you.”

Income Gaps
Howe noted that those who can continue to work and those who are retiring early on disability are increasingly
bifurcated between the high- and low-income groups, leading to an increasing correlation between health and wealth
vs. those who are retiring early and disabled, particularly noncollege-educated Baby Boomers who do not work.
Not that all the trends are negative. Howe noted that Boomers are going into old age very differently from their
parents. “The Greatest Generation parents did not want to live with their kids when they got to retirement age. That's
why they moved to Arizona and places like Leisure World and Sun City,” he said. “Boomers are just the opposite:
Boomers are continuing to work, don't want to be near their peers, and so they're not moving to those communities.
They're aging in place—and they do want to be near their kids,” he noted.
Generation X—those currently in their 30s and 40s—were hardest-hit by far in the Great Recession, Howe said, and
weren't doing all that well financially to begin with. “They bought their homes very late, at the peak of the housing
cycle, and are most likely to be underwater still today. They also bought financial assets—for instance, defined
contribution retirement plans—very late in the financial cycle and have suffered there, too. And they're the ones, unlike
the Millennials that will follow them, who don't have as much time to recover.” Howe said that the story for Generation
Xers will be one of “grit and determination” over the next couple of decades, with men increasingly feeling the time
pressure, “particularly because so many of the men, not just the women, want to live down the early childhood that
most Xers experienced of no parents around”.

The “New Frugality”
In response, Howe said that some Generation Xers are opting for something called "the new frugality,” which he
characterized as “why not just work less, spend less, and do with less?” He noted that Generation Xers are giving a
boost to the do-it-yourself culture, the artist culture—a trend that Howe said is leading to another huge shift in the
labor force; the substantial decline in employment as a share of the population of people age 25 to 55.
With Millennials, those born between 1982 and 2004, Howe said that the return of the “in loco parentis” employer
because Millennials expect to be taken care of. “This is going to imply an increasing importance of benefits in the
workplace; not just benefits, but benefits of a certain kind, benefits that come with advice, with counseling, with
recommendations.” Benefits, in other words, with a default choice that must be opted out from, rather than an openended opportunity to participate.
With Generation Xers, Howe said if they are offered a million choices in benefits, they will think “I'm empowered. I can
go anywhere I want. This is great.” But if Millennials are simply offered choices without direction, their reaction is “You
don't care about me. One of these must be better than the other, and you're not telling me which.”
Another big difference is how much closer Millennials are to their parents. “We started predicting 10 years ago that we
were going to see employers having to deal with parents,” he said. “These Millennials are calling their parents everyday
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on their cell phone anyway, and they're asking for advice.” Howe earlier had predicted that employers inevitably would
have to start a “Bring Your Parent to Work Week”—and while everyone thought he was crazy at the time, that type of
program is now appearing in the workplace. “If you don't want parents in your workplace, and you don't want the
parental influence in your workplace, you're basically screening out those kids from your workplace,” he said. “Even
when the parents aren't there, you are expected to play some of the same role in the lives of this generation that really
does want guidance. They do want mentoring. They do want constant feedback.”
As for getting the generations to work together, Howe said it starts with teaching them that generations are different.
He noted that when people are asked if there is a generational problem in the workplace, three-quarters of them
concur. But when they are asked if it’s just an issue of age differences or is it really generational, the overwhelming
majority say it's generational. “The 50-something will look at the 20-year-old, and say: ‘I was never like that at that
age,’ while the Millennial looks at the Boomer, and says ‘I'm never going to be like that at that age.’"
Howe said that Millennials in some ways reverse the attitudes of their Boomer parents. “Their Boomer moms and dads
define a lifetime of increased personal risk-taking in their lives,” he said. “Millennials are looking for less risky lifestyles,
and, amazingly enough, assistance from adults in structuring a less risky lifestyle—including job security.”
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October 28, 2013
Dallas Salisbury
President & CEO
Employee Benefit Research Institute
1100 13th St. NW #878
Washington, DC 20005
Dear Dallas,
Congratulations on the 35th Anniversary of the Employee Benefit Research
Institute.
This accomplishment demonstrates EBRI’s leadership and commitment to
producing quality analysis on health and retirement issues. Through the
years, the organization has done an impressive job staying up to speed on
these policy areas and providing education about these issues that are so
important to our country.
Congratulations again on your anniversary, and best wishes for your
continued success in the future.
Rob Portman
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EBRI’s 35th Anniversary Celebration
Dec. 12, 2013, Washington, DC
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