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AGENDA 
8:30  Welcome

8:45  Spending in Retirement: Policy Implications

9:30 Break 

9:40  Director Kathy Kraningerof the CFPB on Emergency Savings

10:00  Spending in Retirement: Recent Research and Practical Approaches

10:55 Networking Break

11:05  Washington Update 

11:35 Price and Quality Transparency and Other Initiatives to Address High Cost 

Claimants

12:35 Motivations and Measurement of Financial Wellness Initiatives

1:00  Networking Lunch

1:35  Luncheon Keynote

1:55  Wrap Up

2:00  Adjourn
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Åretirement preparedness; and

Åretirement income products.
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Householdsô desired pattern of retirement 

spending has implications for:
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Existing studies, which assume different 

spending patterns, offer conflicting 

assessments of preparedness.
Percentage of Households ñAt Risk:ò NRRI vs. Optimal Savings

Notes: The age range for the NRRI results is 30-59; the age range for the optimal savings results is 51-61.

Sources: Alicia H. Munnell, Wenliang Hou, and Geoffrey T. Sanzenbacher. 2018. ñNational Retirement Risk Index Shows Modest 

Improvement in 2016.ò Issue in Brief18-1. Center for Retirement Research at Boston College; and John Karl Scholz and Ananth Seshadri. 

2008. ñAre All Americans Saving óOptimallyô for Retirement.ò Presented at the 10th Annual Retirement Research Consortium Conference.
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ÅNRRI uses target replacement rates, derived from a life-cycle 

model that smooths spending.

ÅHouseholds have steady spending over their work lives.

ÅRetirees purchase an inflation-adjusted annuity and annuitize 

the proceeds of a reverse mortgage to maintain steady 

spending in retirement.
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NRRI shows half of todayôs households are 

at risk.

Source: Alicia H. Munnell, Wenliang Hou, and Geoffrey T. Sanzenbacher. 2018. ñNational Retirement Risk Index Shows Modest 

Improvement in 2016.ò Issue in Brief18-1. Center for Retirement Research at Boston College.
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Percentage of NRRI Households ñAt Riskò by Age Group, 2004, 2007, 2010, 2013, and 2016

Note: The 2004 results reflect slightly different age groups: the youngest group is age 32-39 and the oldest is age 50-58.

Sources:Alicia H. Munnell, Matthew S. Rutledge, and Anthony Webb. 2015. ñAre Retirees Falling Short? Reconciling the Conflicting 

Evidence.ò Issue in Brief15-5. Center for Retirement Research at Boston College; and Alicia H. Munnell, Wenliang Hou, and Geoffrey T. 

Sanzenbacher. 2018. ñNational Retirement Risk Index Shows Modest Improvement in 2016.ò Issue in Brief18-1. Center for Retirement 

Research at Boston College. 

For the upcoming comparison, note that the 

NRRI has risen since 2004 (date used in 

Scholz & Seshadri) and risk declines by age.

Age group 2004 2007 2010 2013 2016

All 43% 44% 53% 52% 50%

30-39 49 53 62 59 56

40-49 44 47 55 52 52

50-59 35 32 44 45 44



ÅThis model assumes households want to equalize marginal 

utility of consumption over their lifetimes.

ÅWhen applied to the Health and Retirement Study (HRS), the 

model shows how much households should have accumulated 

by their 50s.

ÅComparing these estimated amounts to actual accumulations 

S&S conclude that, in 2004, only 8 percent of households in 

their 50s had less than optimal wealth.
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Optimal savings model concludes that most 

Americans are ñsaving optimally.ò

Source: John Karl Scholz and Ananth Seshadri. 2008. ñAre All Americans Saving óOptimallyô for Retirement.ò Presented at the 10th

Annual Retirement Research Consortium Conference.



Å how households adjust their spending when their kids leave 

home; and

Å how households spend their accumulated wealth in retirement.

17

The main differences between the NRRI and 

the optimal savings model are:
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These assumptions produce dramatically 

different spending paths.

Illustrative Spending Relative to Income by Age for Households with Children

Source: Alicia H. Munnell, Matthew S. Rutledge, and Anthony Webb. 2014. ñAre Retirees Falling Short? Reconciling the Conflicting 

Evidence.ò Working Paper 2014-6. Center for Retirement Research at Boston College.

0%

25%

50%

75%

100%

25 35 45 55 65 75 85 90

S
h

a
re

 o
f 
in

c
o

m
e

Age

Social Security

Path 1 - Many at risk

Path 2 - Few at risk
Retirement



19

Adjusting the NRRI for the differences in 

spending paths produces virtually the same 

share of households at risk.
Percentage of Households in Their 50s at Risk, 2004

Notes: The age range for the NRRI results is 50-58; the age range for the optimal savings results is 51-61.

Source: Alicia H. Munnell, Matthew S. Rutledge, and Anthony Webb. 2014. ñAre Retirees Falling Short? Reconciling the Conflicting 

Evidence.ò Working Paper 2014-6. Center for Retirement Research at Boston College.
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ÅWe looked at this question using HRSdata linked to W-2 tax 

data from 1992-2010.

ÅThe analysis focused on households married throughout the 

period, with at least one parent eligible for a 401(k).

ÅIt also looked at younger households using the Survey of 

Income and Program Participationfrom 1992-2008.

20

Which assumptions are right?  Do parents 

reduce their spending when kids leave home?
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The results showed a range of estimates for 

increased saving depending on the definition.

Percentage-Point Increase in 401(k) Saving for Households when Kids Leave

Source: Irena Dushi, Alicia H. Munnell, Geoffrey T. Sanzenbacher, Anthony Webb, and Anqi Chen. 2016. ñDo Households Save More 

When the Kids Leave Home?ò Issue in Brief16-8. Center for Retirement Research at Boston College.
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But even the largest increase in saving was 

miniscule compared to theory.

Percentage-Point Increase in 401(k) Saving for Households when Kids Leave, Estimated and Theoretical

Note: The estimated increase is for the SIPP definition (youngest child is 23+), which is the highest estimate.

Source: Irena Dushi, Alicia H. Munnell, Geoffrey T. Sanzenbacher, Anthony Webb, and Anqi Chen. 2016. ñDo Households Save More 

When the Kids Leave Home?ò Issue in Brief16-8. Center for Retirement Research at Boston College.
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Evidence for steady spending:

Åfinancial plannersô framework;

Åarguments for annuities (Galôs presentation today);

Åstructure of state/local defined benefit plans; and 

Åintrospection!
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Which assumptions are right?  Do people want 

declining or steady spending in retirement?
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In addition, Zahraôs analysis indicates that 

most retiree spending goes for basic needs, 

which tend to be steady over time.
Share of Average Annual Household Spending on Major Components, by Age and Year 

Notes: Numbers do not add up to 100 percent due to rounding.

Source:Zahri Ebrahimi. 2019. ñHow Do Retireesô Spending Patterns Change Over Time?ò Issue Brief No. 492. EBRI.
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But many studies show that spending 

declines as people age.

Average Household Total Spending by Age, 2017

Source:Sheng Guo, Jonathan Skinner, and Stephen P. Zeldes. 2019 (forthcoming). ñInattentive Households and Consumption Declines 

During Retirement.ò Working Paper. Center for Retirement Research at Boston College.
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The key question is whether declining 

spending reflects declining income or a 

rational choice.
Log Spending by Tercile of Saving Adequacy

Source:Sheng Guo, Jonathan Skinner, and Stephen P. Zeldes. 2019 (forthcoming). ñInattentive Households and Consumption Declines 

During Retirement.ò Working Paper. Center for Retirement Research at Boston College.
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ÅRetirement spending is a crucial topic.

ÅWhether people want steady or declining spending determines 

how many are at risk.

ÅIf people want declining spending, then need to rethink 

arguments for annuities ïespecially inflation-adjusted 

annuities.

ÅIf people want steady spending, then the share of households at 

risk is large.

27

Conclusion



ÅBut we have the tools to reduce the share at risk:

o fix Social Security;

o make 401(k)s fully automatic;

o cover uncovered workers;

o consider the house a retirement asset; and

o inform people of the benefits of working longer.

28

Conclusion (cont.)
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This figure shows that retirement 

preparedness has been declining.

Ratio of Wealth to Income by Age from the Survey of Consumer Finances, 1983-2016

Source: Authorôs calculations based on U.S. Board of Governors of the Federal Reserve System, Survey of Consumer Finances (1983-2016).

0

1

2

3

4

5

6

20-22 26-28 32-34 38-40 44-46 50-52 56-58 62-64

1983
1986
1989
1992
1995
1998
2001
2004
2007
2010
2013
2016



30

Income from defined benefit plans is falling 

rapidly due to shift to 401(k)s.

Defined Benefit Plan Wealth as a Share of Employer Plan Retirement Wealth 

at Ages 51-56 for Middle Quintile Households by HRS Entry Cohort, 2016 Dollars

Source:Authorôs calculations from University of Michigan. Health and Retirement Study, 1992-2016.
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Retirement wealth is actually declining.

Retirement Wealth at Ages 51-56 for Middle-Quintile Households, 

by Type of Wealth and Cohort, 2016 Dollars

Source: Authorôs calculations from University of Michigan. Health and Retirement Study, 1992-2016.
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INTRODUCTION
üAs many Baby Boomers are approaching retirement, fewer of them are covered by 
DB plans that typically generate a regular income in retirement and increasingly 
have DC plans that build up benefits as an account balance.

üThere has been an increasing demand for products and services that help clients in 
decumulation in retirement as well as accumulation when they need to know: 

ÅWhether they have enough money to retire. 

Å How to convert their assets into an income stream that will cover their needs in retirement.

üTo design such products, precise assumptions on spending and budgeting for 
different phases of retirement (pre-retirement, early retirement, and late retirement) 
are crucial.

üFollowing EBRIõs line of research on this issue, the current research focuses on 
spending patterns of the elderly as they transition into retirement as well as during 
retirement.
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DATA AND DEMOGRAPHIC CHARACTERISTICS
üThis study uses data from the Health and Retirement Study (HRS) 2004-2016 and the 
Consumption and Activities Mail Survey (CAMS) to examine the spending pattern of 
households with a financial representative in 50ð64, 65ð74, and 75-or-older age groups 
between 2005 and 2017, biennially. 

üHouseholds with a reference person 65 and older make up 60 percent of the sample.

üAverage family size drops by age. The average household size for the overall sample was 
2.15 members in 2016, with a high of 2.4 for the 50ð64 age group and a low of 1.8 for the 
75-or-older age group.

üCollege education has increased. In 2004, the percentage of households with a college-
educated reference person was 25 percent, compared with 33 percent in 2016. 

üIn 2016, homeownership among older households was 76 percent for the 50ð64 age group 
compared with 85 and 80 percent for the 65ð74 and 75-and-older age groups, respectively.  

üMortgage-free home ownership increases by age. In 2016, 76 percent of homeowners 75-
or-older had no mortgage debt compared with 60 and 40 percent of their counterparts in 65-
74 and 50-64 age groups, respectively. 
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AVERAGE AND MEDIAN HOUSEHOLD TOTAL EXPENDITURES, BY AGE, 
2005-2017, IN 2017 $S 
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Å Housing

Å Food

Å Transportation

Å Clothing

Å Entertainment

Å Out of pocket health care cost

Å Gifts, contributions, etc. 

üThe average dollar amount spent on housing, food, transportation, clothing and entertainment goes 

down as households grow older.

üThe average dollar amount spent on health care cost and gifts and contributions either goes up or stays 

the same during all survey years. However, if we take into account that family size reduces with age, per 

person average health care spending is larger for the 75-or-older age group compared with younger 

households.

AGE AND SPENDING CATEGORIES
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34%
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Percentage Difference in the Average Dollar Amount Spent 
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SHARE OF AVERAGE ANNUAL SPENDING ON NECESSITIES IN 2017, 
BY AGE AND INCOME DISTRIBUTION
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MEDIAN TOTAL INCOMEAND SPENDING TO INCOME RATIO, BY AGE, 
2005-2017, IN 2017 $S 
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PERCENTAGE WITH A DEFICIT AND AVERAGE DEFICIT AMOUNT 
(CONDITIONAL ON HAVING A DEFICIT), BY AGE, 2005-2017 
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PERCENTAGE WITH A DEFICIT, BY AGE AND INCOME LEVEL, 2005-2017
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MEDIAN BUDGET DEFICIT TO NON-HOUSING WEALTHRATIO CONDITIONAL ON 
HAVING A DEFICIT, BY AGE AND INCOME LEVEL, 2005-2017, IN 2017 $S
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MAIN TAKEAWAYS
ṊAverage annual total spending is lower for households in older age groups compared with those 
in younger age groups.

ṊOn average, households spent less on housing, food, transportation, entertainment, and clothing 
as they grew older. Taking into account the reduction in family size, the average dollar amount 
spent on health care and gifts and contributions, is higher for older age groups.

ṊHousing is the largest spending category for every age group.

ṊThe average share of budget allocated to health care costs and gifts and contributions, is higher 
for older age groups.

ṊOn average, low-income households, spend larger share of their expenses on necessities 
compared with those with a high income. 

ṊMedian total income was lower for households in older age groups. In addition, they had higher 
median spending-to-income ratios than younger age groups.

ṊThe fraction of households who spent more than their income increased with age. However, the 
average amount overspent was lower for older age groups compared with younger age groups.

ṊWe show some evidences that suggest, households with low incomes are more likely to spend 
down their liquid assets to cover their expenses as they grow older.
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How to Best Annuitize 

Defined Contribution Assets



Annuities provide more income and security 

than individuals can attain on their own.

62

62

Notes: The annuity amount is from a quote as of 7/1/19 for a 65-year-old male in Massachusetts.  The other calculations assume 

a 3-percent nominal annual return, based on the yield on AAA corporate bonds with 20-year maturities in August 2019.

Sources:The website ñimmediateannuities.com;ò and authorsô calculations.
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http://immediateannuities.com/


But few people annuitize.  Potential 

explanations are:

Åbequest motives;

Åcost of annuities, due to adverse selection and loading;

Åcrowding out by Social Security, family members, and 

self insurance;

Åprecautionary saving; and

Åirrational resistance.
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Embedding annuities within DC plans may 

address some barriers.

ÅBut only 7-10 percent of employers offer such an option.

ÅThe three leading examples of embedded annuities are:

o TIAAôs Traditional Annuity;

o United Technologies Corporationôs Lifetime Income 

Strategy; and

o Guaranteed Withdrawal Lifetime Benefit products.
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An alternative to commercial annuities is 

additional Social Security income.

ÅThaler and others have proposed buying an annuity directly 

from the Social Security Administration (SSA).

ÅSS income has advantages over private annuities, as it is:

o guaranteed by the government;

o inflation adjusted; and

o its price would not include marketing costs or profits.

ÅThis proposal is straightforward, but involves:

o legislation;

o additional administrative staff at SSA; and

o transaction costs, as people must actively buy the product.
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Another way to get additional annuity 

income from SS is by delaying claiming.

ÅBenefits claimed at age 70 are 76 percent higher than at 62.

ÅHouseholds can tap defined contribution (DC) wealth to 

ñbridgeò between retirement and postponed claiming.

ÅThe bridge would pay out the individualôs Primary Insurance 

Amount every month, between ages 60 and 69 or until the 

assets allocated to the bridge run out.

ÅThe bridge can be adopted by plan sponsors now ïmaybe 

even as a default ïwithout legislation.
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This paper compares the Social Security 

bridge to immediate and deferred annuities.

ÅThe analysis assumes that immediate and deferred annuities 

are bought at 65, with the deferred payouts beginning at 85.

Å20 or 40 percent of assets are allocated to lifetime income for 

median-wealth households.

o For higher-wealth households, less wealth is required to 

exhaust the possibility of delayed claiming.

ÅIndividuals consume following the RMD rule of thumb.

o For deferred annuities, remaining assets are steadily 

consumed until exhausted at age 85.
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The analysis computes the ñequivalent wealthò 

of each option relative to no annuitization.

ÅEach option is assigned the amount of starting wealth required 

to attain the same utility as when no wealth is annuitized.

ÅThis dollar amount is then normalized by starting wealth, so 

that the equivalent wealth of no annuitization is 1.

ÅThe better the option, the lower its equivalent wealth (i.e., less 

wealth is needed to attain an equivalent level of utility).
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The model also accounts for several risks.

ÅMarket returns and variance are calibrated to historical data.

o Assets are allocated to equities and bonds following a 

Vanguard TDF.

ÅHealth shocks occur with probability 0.1, at a magnitude 

corresponding to the 90th percentile of health spending by age.

o Shocks are paid out of assets; when they are exhausted, out 

of income.

o Consumption has a floor of $10,000 (Medicaid income 

test).

ÅHouseholds are assumed to retire at 65, with mortality from 

SSA tables.
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In utility terms, the ñbridgeò is the best 

option for median-wealth households.
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Source: Alicia H. Munnell, Gal Wettstein, and Wenliang Hou. 2019. ñHow Best to Annuitize Defined Contribution Assets?ò Working Paper 

2019-13. Center for Retirement Research at Boston College.

Equivalent Wealth for Single Households of Median Wealth, by Strategy
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For wealthier households, the bridge and 

deferred annuities are similarly beneficial.
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Equivalent Wealth for Single Households of 75th Percentile Wealth, by Strategy
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Source: Alicia H. Munnell, Gal Wettstein, and Wenliang Hou. 2019. ñHow Best to Annuitize Defined Contribution Assets?ò Working Paper 

2019-13. Center for Retirement Research at Boston College.



Even for the wealthiest, the bridge is a 

component of the best-performing portfolio.
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Equivalent Wealth for Single Households of 90th Percentile Wealth, by Strategy
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Drawdown of retirement assets is a 

challenge that is only really beginning.

ÅThe first cohorts completely dependent on DCs are still early 

in their retirement.

ÅLifetime income products can provide both insurance and 

guidance on how quickly to consume.

ÅThe Social Security bridge option has many advantages over 

commercial annuity products.

o The ñbridgeò may be the best option for median 

households, and a promising component of the drawdown 

portfolio for wealthier ones.
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Thank you!

https://crr.bc.edu @RetirementRsrch
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Retirement Income: 
Research in Practice
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Designing an income solution

ÁWhat do ñnot running out of moneyò or ñsafe incomeò mean?

o Annuitize everything?

o Why do managed payout funds not satisfy?

o Dybvig[1995]: ñDusenberry's Racheting of Consumption: Optimal Dynamic Consumption and 

Investment Given Intolerance for any Decline in Standard of Livingò

ÁUse of lifetime income guarantee

o Scott, Watson, Hu [2010]: ñWhat Makes a Better Annuity?ò

o Hu and Scott [2007]: ñBehavioral Obstacles in the Annuity Marketò

o Scott [2008]: ñThe Longevity Annuity: An Annuity for Everyone?ò

ÁDesire for liquidity

ÁDesire for potential upside

ÁDesire for bequest

All validated with participant research

Insure late-life spending
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Managing for income

Á Protect from market, rate changes

Á Potential growth opportunity

Á Flexible cash flows

Á Payouts for life1

For illustrative purposes only. 
1 Lifetime income guarantee requires out-of-plan annuity purchase. Issuer minimum requirements may apply. 

20%

20%

Income+ design led by research
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Social Security

ÁWhen to claim?

o Shoven & Slavov[2012]: ñThe Decision to Delay Social Security Benefits: Theory and Evidenceò

o No simple rule of thumb; most households leaving a lot on the table

o BBA 2015 rule changes

ÁProprietary Social Security optimization engine

o Personalized recommendations for claiming strategies

o Singles, couples with different ages & earned benefits

o Explicitly model longevity uncertainty

o Report improvement in expected lifetime benefits
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Whatôs next?

ÁWhat decisions do people need the most help with?

ÁWhat are the biggest mistakes retirees make?
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Frontier research (1)

ÁPension distribution choice

o Bronshtein, Scott, Shoven, Slavov[2016]: ñLeaving Big Money on the Table: Arbitrage Opportunities in 

Delaying Social Securityò

ÁIs optimal retirement spending flat?

o Hurd and Rohwedder[2011]: ñEconomic Preparation for Retirementò

o Ebrahimi [2019]: ñSpending Patterns of Older Householdsò and ñHow Do Retireesô Spending Patterns 

Change Over Time?ò

o Scott, Shoven, Slavov, Watson [in progress]: ñCan Low Retirement Saving be Rationalized?ò

ÁOptimal portfolios for taxable and tax -advantaged accounts

ÁTax-efficient drawdowns

o Sumutka, Sumutka, Coopersmith [2012]: òTax-Efficient Retirement Withdrawal Planning Using a 

Comprehensive Tax Modelò

o Cook, Meyer, Reichenstein[2015]: ñTax-Efficient Withdrawal Strategiesò
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Frontier research (2)

ÁOptimal long -term care planning

o Brown and Finkelstein [2007]: ñWhy is the Market for Long-Term Care Insurance So Small?ò

o Davidoff [2008]: ñIlliquid Housing as Self-Insurance: The Case of Long-Term Careò

o Zhou-Richter, Browne, Grundl[2010]: ñDonôt They Care? Or, Are They Just Unaware? Risk Perception 

and the Demand for Long-Term Care Insuranceò

o Koijen, Van Nieuwerburgh, Yogo[2016]: ñHealth and Mortality Delta: Assessing the Welfare Cost of 

Household Insurance Choiceò

o Ameriks, Briggs, Caplin, Shapiro, Tonetti[2018]: ñThe Long-Term-Care Insurance Puzzle: Modeling 

and Measurementò



WASHINGTON UPDATE

Chris Gaston, Senior Policy 

Director, Davis & Harman



EBRI-ERF Policy Forum 
Washington Update

December 12, 2019

Chris Gaston, Senior Policy Director 
Davis & Harman LLP
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The I-7ÏÒÄȣȣȢ
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Impeachment: 101

If the House votes to impeach the president,  
the Senate holds an impeachment trial.

After the trial, the Senate votes on impeachment.

Votes needed  
to impeach

SENATE

67 33

of 100 seats



2020 Election Update 
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2020 is only 327 Days Away!

×Expand Social Security benefits; raise payroll taxes

×Repeal all or most of the 2017 tax reform law

×Support for financial transaction tax 

×Limited set of proposals on private retirement savings 
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(Ï× ÔÏ 2ÁÉÓÅ ΑςπȢυ 4ÒÉÌÌÉÏÎȣȢ
Sen. Warren plan to pay for Medicare for All 

}Employer Medicare contribution ($8.8 trillion)

}Additional take-home pay subject to taxes ($1.4 trillion)

}Targeted taxes on financial firms ($900 billion)

·FTT ($777 billion)& ñsystemic risk feeò $100 billion

}Taxes on large corporations ($2.9 trillion)

}Taxes on wealthy individuals ($3 trillion)

}Bolster tax enforcement ($2.3 trillion)

}Immigration overhaul ($400 billion):

}Eliminate OCO funding ($800 billion)
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-ÁÙÏÒ 0ÅÔÅȭÓ 0ÌÁÎÓ ÆÏÒ 2ÅÔÉÒÅÍÅÎÔ 
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What candidate 
Trump said about 
retirement savings 
policy during the 
campaign:

1. Nothing.

4ÒÕÍÐȭÓ 2ÅÔÉÒÅÍÅÎÔ 3ÁÖÉÎÇÓ !ÇÅÎÄÁ



Legislative Update and Outlook
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Previously on SECURE TVȣȢ
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What is in the SECURE Act 
Approved 417 -3 by the House on May 23rd

Encouraging small 
businesses to have a 

401(k) plan

Encouraging 
lifetime income 

products

Encouraging 
and preserving 

savings

} ñOpenò multiple 
employer plans

} Increased start-up 
business credits

} New tax credit for 
using auto features

} Fiduciary protection for 
employers who select 
an annuity provider to 
offer lifetime income 
products 

} Lifetime income 
disclosure on 401(k) 
statements

} Enhanced portability of 
in-plan annuities

} Increase RMD age to 72

} Allow IRA contributions 
after age 70½

} Increase auto escalation 
cap to 15%

} Coverage for long-term 
part-time employees 

} 529 plan expansion



94

Status of Securing the SECURE Act
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What Changes and When

ÅLIDA 
disclosure: 12 
months after DOL 
regs

Å529 changes: 
2019 distributions 
and beyond

ÅAnnuity safe 
harbor: 
enactment date

Other

Å72 RMD age
ÅStretch IRA
ÅBaby 

Withdrawals
ÅIRA $$ beyond 70 

½ 
ÅIncreased $$ 

credits for 
starting a plan
ÅNew tax credit for 

auto features
ÅPortability of 

lifetime income 
products
ÅIncreased auto 

escalation cap

Years on or 
After 2020

ÅOpen MEPs

ÅLong-Term 
Part-Time 
(2024 to join 
plan)

2021
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Emerging Leaders on Retirement (Again)

Ben Cardin (D-MD)Rob Portman (R-OH)
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The Retirement Security and Savings Act

Lifetime 
Income

Savings 
Incentives

Plan 
Administration

ü QLAC Changes

ü RMD Relief for 
Partial Annuitization

ü RMD Exemption for 
Accounts Under 
100K

ü RMD Age to 75 in 
2030

}Consolidated 
Disclosures

}Expanded Self-
Correction

}Eliminate Notices for 
Unenrolled Participants 

}Allow 403(b) Plans to 
Invest in CITs

}Credit for Plans that 
Adopt Re-Enrollment

}Enhanced Start-Up 
Credit for Small 
Businesses

}Expanded Saverôs 
Credit

}Student Loan 
Matching



98

Retirement Plan Simplification and Enhancement Act 

Lifetime 
Income

Savings 
Incentives

Plan 
Administration

ü QLAC Changes

ü RMD Relief for 
Partial Annuitization

ü RMD Exemption for 
Accounts Under 
250K

ü RMD Age to 73 in 
2029

}Long-Term Part-Time 
Coverage 

}Expanded Self-
Correction

}Increase Auto 
Escalation Cap

}Recoupment of 
Overpayments

}Enhanced Start-Up 
Credit for Small 
Businesses

}Portability of Lifetime 
Income

}Post 70 ½ IRA 
contributions

Introduced December 1, 2017 
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What does 2.0 Look Like?

Portman 
Cardin 

Neal 
Bills 

Other 
Ideas

Secure 

Act 

2.0



Regulatory Update and Outlook
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üProposed safe harbor is optional

ü21 questions on ERISA disclosures

üComments were due November 22, 2019

×More than 250 Comments were received 

DOL E-Delivery Safe Harbor
Proposal Published  October 23, 2019
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DOL E-Delivery Safe Harbor

Covered 
Individuals

Notice and 
Access

Right to Paper

}Retirement plans 
only 

}Must have email 
address or 
smartphone 
number

}Procedures for 
email accuracy

1. Initial Paper Notice

2. Notice of availability 
each time (with 
exception)

3. Posted online until 
superseded

}Participant right to:

}individual 
documents 

}ñsome or allò 
documents
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}Targeted for end of 2019

}Implications of Secretary 
Scalia 

}State fiduciary developments 

DOL Fiduciary Re-Re-Proposal



Short (Shorter )-term Outlook 
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Time is short...what can get done? 

}5 legislative 
days to keep 
the 
government 
open 

}5 legislative 
days left in 
2019
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The Departure Lounge 

The Washington Post, 9/23/19

ñSince Trumpôs inauguration, a Washington 

Post analysis shows, nearly 40 percent of 

the 241 Republicans who were in office in 

January 2017 are gone or leaving 

because of election losses, retirements 

including former House speaker Paul D. 

Ryan (Wis.)éò
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Trump Administration Turnover

The Brookings Institution, November  2019



QUESTIONS?

Chris Gaston 
Senior Policy Director 
Davis & Harman LLP
202.662.2291
cgaston@davis-harman.com

mailto:cgaston@davis-harman.com


NETWORKING BREAK
PLEASE RETURN BY 11:15 A.M.
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PRICE AND QUALITY TRANSPARENCY AND OTHER 
INITIATIVES TO ADDRESS HIGH COST CLAIMANTS

Martin Ahrens, Senior 

Director, I&FS, Health 

Management 

Service, National 

Rural Electric 

Cooperative 

Association

Paul Fronstin, 

Director, Health 

Research & 

Education Program, 

EBRI 

Adam òBuckó 

Buckalew, Deputy 

Health Policy 

Director, U.S. Senate 

Committee on 

Health, Education, 

Labor and Pensions

Marybeth Gray, 

Senior Vice President 

of Health & Welfare 

Consulting Trion 

Consulting, a Marsh 

& McLennan Agency, 

LLC

Moderated by:

Steve Wojcik, Vice 

President, Public 

Policy, National 

Business Group on 

Health



Price and Quality Transparency and Other Initiatives 

to Address High Cost Claimants

Paul Fronstin, Ph.D.

Employee Benefit Research Institute

December 12, 2019
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Percentage of Persons With Private Health Insurance Under Age 65 Enrolled 

in HDHP or CDHP, 2007ï2018
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Source: Figure 11 in https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201811.pdf and Figure 3 in 

https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201306.pdf 
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Data

Å Truven Marketscan Database

Å Medical and pharmacy claims data on 14-16 million people with employment-based health benefits 

in any given year between 2013-2017

Å 5.8 million individuals with employment-based health benefits trackable over 2013-2017

Å Limitations of using continuously enrolled sample

Å Missing many $1 million babies

Å Missing other potentially high cost claimants who drop from sample because they become disabled, eligible 

for Medicare or pass away
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Distribution of Health Spending, Among Individuals with Employment-

Based Health Coverage, Continuous Enrollment in 2017

Percentage of 
Enrollees

Percentage of 
Spending

Median Spending Per 
Person

Mean Spending Per 
Person

Minimum 
Spending Per 

Person

Percent 
Reaching OOP 

Maximum

1% 28% $120,500 $168,500 $        80,000 70-80%

5% 56% $41,500 $65,315 $        23,000 60-70%

10% 70% $23,500 $41,300 $        12,000 50-60%

20% 84% $12,700 $24,900 $          5,400 30-40%

114Source: EBRI analysis of Truven Health Analytics MarketScan® Commercial Claims and 

Encounters Databases.
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Potential Implications

Å The highest users might not care about price transparency.  They only care about the cost to 

them, which is often going to be nothing.

Å The highest users should care about quality transparency.

Å The highest users might use price transparency tools before they become high users.

Å Price transparency may affect provider pricing because of its availability, rather than through 

consumer engagement.

Å NBER paper from 2015 ñWhat Does a Deductible Do? The Impact of Cost-Sharing on Health 

Care Prices, Quantities, and Spending Dynamicsò found no evidence of consumers learning to 

price shop after 2 years in an HDHP.

Å It may take more than 2 years to change a culture once appropriate price transparency tools are 

available.
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Employee Benefit Research Institute

December 2019 Policy Forum #86

December 12,  2019

Marybeth Gray
Sr VP Health & Welfare Consulting
Trion a Marsh & McLennan Agency

MBGray@Trion.com
MBGrayHealthcare.com
610-207-8985

www.MBGrayHealthcare.com
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Lets Look Ahead
Our Current Marketplace
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Imagine 10 years ago saying:

ÅYouôll make your babyôs pictures public to the world 

ÅYouôll stay in a strangerôs apartment instead of a hotel

ÅYouôll trust a robot to manage your money

ÅYouôll never buy another music album 

ÅYouôll get out of a taxi without paying the driver 

https://play.google.com/store/apps/details?id=com.facebook.katana&hl=en_US
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Demographic Analysis Dashboard

Traditionalists

(1925-1945)

Baby Boomers

(1946-1963)

Generation X

(1964-1980)

Millennials

(1981-2000)

Generation Z

(Born after 2000)

Characteristics

Formative Experiences

ÅWWII

ÅFixed gender roles

ÅNuclear families

ÅCold War

ÅVietnam

ÅWatergate

ÅWoodstock 

ÅEnd of cold war

ÅFall of Berlin Wall

ÅFirst PC

ÅLatch-key kids

Å9/11 terrorist attacks

ÅRaisedby ñhelicopter 

parentsò

ÅReality TV

ÅGlobal warming

ÅMobile devices

ÅCloud computing

Signature product Automobile Television Personal computer Tablet/Smartphone Google glass, 3D printing

Aspiration Home ownership Job security Work-life balance Freedom and flexibility Security and stability

Attitude towards career
Jobs are for life; loyalty; 

respect for authority

Live to work; 

collaborative; driven-

achievement oriented

Work to live; distrustful; 

independent; skill-

oriented

Work/life blending; hard 

working; seek 

recognition and 

feedback; career and 

community oriented

TBD

Communication media Formal letter Telephone Email and text message Text or social media Hand-held devices

Benefit Preferences Not Surveyed

Health care; expanded 

health care; better 401k 

matches; better 

investment choices

Health care; better 401k 

matches; flexible work 

schedules; more 

vacation 

Health care; flexible 

work schedules; 

reimbursements for 

education and tuition; 

more vacation; wellness

TBD

Sample Company

workforce in each 

generation

3

0.4%

243

35.0%

316

45.5%

131

18.9%

1

0.1%

Understanding Your Generational Workforce

Source:  Incentive Research Foundation; Generations in the Workforce & Marketplace: Preferences in Rewards, Recognition and Incentives.  Mult-Generational Workforce/Employee 

Benefits/Barclays.  Minnesota Life: Benefit Needs by Generation.
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What would
Medicare 
for all cost?

$20.5 
Trillion

Medicare for all?
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Did CMS Just Declare 2021  ñThe Year of the Consumerò?
How New Price Transparency Rules May Impact Payers and Providers
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The Front Door to Accessing Healthcare is Changing!
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Market Disruption

Major Movement is the New Normal

UnitedHealth Group 

buys DaVitaôs 

Physician Network 

for $4.9B

12/3/17

CVS purchases 

Aetna for $77B, 

deal closed 

11/28/18

12/6/17

Amazon, Berkshire 

Hathaway, JP 

Morgan Chase 

form coalition for 

their own 

employees

1/30/18

Cigna announces 

purchase of 

Express Scripts 

for $70B, deal 

closed 12/20/18

3/8/18

Amazon acquires 

online pharmacy 

PillPack who is 

licensed in 49 

states

6/28/18

Walmart and 

Humana in talks 

to expand current 

onsite clinic 

relationship into 

other healthcare 

offerings

ongoing

https://www.linkedin.com/company/pillpack
https://www.walmart.com/
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Pharmacogenomics
Pharmacology + Genomics

GeneSight® Psychotropic Test

Improves drug safety.

Decrease rate of adverse effects (a leading cause of death/morbidity).

Savings in pharmacy spending, healthcare utilization, disability claims, etc.

Source: National Business Group on Health Using Genetics to Guide Treatment, September 2018.

Genetics affects our response to drugs.

Effective, safe Rx tailored to the patientôs individual genomic profile.

Minimizes trial and error prescribing.

Precision Medicine
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Muscular Atrophy 
Treatment  

Most expensive 
RX in the US today 
at $2.1 Million
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Zolgensma, which costs $2.1 million per patienté

It brought in $160 million in the three months to Sept. 30, its first full quarter of 
sales. 

That was well above analyst expectations of around $98 million.

Some Large Employers are revisiting the 
need for stop lossé



130Proprietary and Confidential.  Not to be distributed.MARSH & McLENNAN AGENCY, LLC Å Trion



131Proprietary and Confidential.  Not to be distributed.MARSH & McLENNAN AGENCY, LLC Å Trion

Employers Held Health Benefit Cost Growth To 3.6% In 2018 ïBut Thatôs Still 
Above CPI
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Workers' earnings Annual change in total health benefit cost per employee

Overall inflation Market Trends (Pre-Plan Design Changes)
*Projected.  Source: Mercerôs National Survey of Employer-Sponsored Health Plans; Bureau of Labor Statistics, Consumer Price Index, U.S. City Average of Annual Inflation (April to April); 
Bureau of Labor Statistics, Seasonally Adjusted Weekly Earnings from the Current Employment Statistics Survey (April to April).

Managed Care Consumerism Value-BasedProvider

*



132Proprietary and Confidential.  Not to be distributed.MARSH & McLENNAN AGENCY, LLC Å Trion

Average Per-employee Cost Rises Above $13,000 in 2019

$11,254

$12,229

$11,527

$12,615

$11,874

$12,666

$12,148

$13,018$12,985 $13,046 

$12,374 

$13,455 

Sample Client All employers Employers with 10-499
employees

Employers with 500 or more
employees

2017 2018 2019

Source: Mercerôs  National Survey of Employer-Sponsored Health Plans 2019. Total health benefit cost includes medical, dental, Rx, vision and hearing benefits.

Sample Clientôs Projected 2019 Per Employee Cost is $12,985



133Proprietary and Confidential.  Not to be distributed.MARSH & McLENNAN AGENCY, LLC Å Trion

Last month - NEWS

The Kaiser Family Foundation published its annual survey findings on employer-

sponsored health plans, which was quickly covered by The Wall Street Journal, 

The New York Times and Bloomberg for good reason: 

The annual cost of a family plan has now surpassed $20,000 While this amount 

takes into account both employer and employee costs, Kaiser found that the 

employee cost share is increasing at a faster rate, calling the affordability of 

health insurance into question.

https://ww2.businessgrouphealth.org/acton/ct/32043/s-07c6-1909/Bct/q-00e1/l-dyn-contact-0002:2aed/ct1_0/1?sid=TV2:ixS5rVSu8
https://ww2.businessgrouphealth.org/acton/ct/32043/s-07c6-1909/Bct/q-00e1/l-dyn-contact-0002:2aed/ct2_0/1?sid=TV2:ixS5rVSu8
https://ww2.businessgrouphealth.org/acton/ct/32043/s-07c6-1909/Bct/q-00e1/l-dyn-contact-0002:2aed/ct3_0/1?sid=TV2:ixS5rVSu8
https://ww2.businessgrouphealth.org/acton/ct/32043/s-07c6-1909/Bct/q-00e1/l-dyn-contact-0002:2aed/ct4_0/1?sid=TV2:ixS5rVSu8
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Top Three Most Important Benefits When Considering a Job Decision

11%

4%

6%

7%

9%

10%

14%

22%

26%

57%

73%

None of these

Other benefits

Supplemental health, critical illness, cancer
or accident insurance

Long-term care insurance

Disability insurance

Retiree health insurance

Life insurance

Traditional pension or defined benefit plan

Dental or vision insurance

Retirement savings plan

Health insurance

Source: Employee Benefits Research Institute and Greenwald & Associates, 2018 Health and Workplace Benefits Survey. Source: SHRM 2018 Employee Benefits Survey 

Health benefits consistently top the list of benefits employees feel are most 
important in decision to stay in a job or pick a new one. Would ICHRAs be enough?

72%
of employers 

increased benefit 
offerings in the last 
12 months to retain 

employees
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Importance of employers providing programs that address well-being dimensions

Employees who 

want physical 

health support

Employees who 

want social health 

support

Employees who 

want financial 

health support

Employees who 

want community 

health support

Employees who 

want mental health 

support

ÅNo significant 

difference 

between groups.

ÅRetail employees 

are least 

interested.

ÅGenerally have 

higher incomes.

ÅCollege 

education.

ÅGovernment 

sector 

employees are 

least interested.

Å55-64 are least 

interested.

ÅWork from home.

ÅHealth care 

employees are 

most interested.

ÅCollege 

education.

Å25-34 are most 

interested.

ÅGenerally <55 

years old.

ÅFemales.

Source: Workplace Well-Being and the Employee Experience: Findings from the NBGH/Optum Well-being Survey, 2019.
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Cheetah Save





Marty Ahrens
Sr. Director, Health Management Services, NRECA



What is an electric co-op?
ÅPrivate, independent electric utility business

ÅOwned by the consumer members they serve

ÅConsumers share the responsibility for success or failure 
of a co-op

ÅEstablished to provide at-cost electric service

ÅProfits are either reinvested for infrastructure or the 
members receive money back based on the amount of 
electricity they have used during the allocation

ÅMany co-ops are involved in community development  
and revitalization projects



Who do electric co-ops serve?

Å42 million people in 47 states, or 12% of the U.S. population

ÅhǾŜǊ фл҈ ƻŦ !ƳŜǊƛŎŀΩǎ ŦŀǊƳǎ

Å19 million homes, businesses, schools, churches, farms, 
irrigation systems and other establishments



What does NRECA do?
ÅLobby Congress 
ïEnergy and Environmental Policy

ïGovernment Relations

ÅEnergy and environmental research & technology

Å International division

ÅEducation and consulting 

ÅTraining and conferences

Å Insurance, employee benefits and financial services

ÅGroup Benefits Trust  /  VEBA  /  501c9

ÅOutstanding customer service  



I&FS Value Proposition

Ensure member co-ops, regardless 
of their size or location, have access 
to comprehensive, flexible and 
affordable benefit programs for 
their employees and dependents



Employee Benefit Plans
ÅNRECA is fully self-insured; money paid to the Group Benefits 

Trust for benefits is used to pay claims

ÅA variety of insurance plans are offered to co-ops who, in 
turn, offer plan choices to their employees

ïMedical, dental, vision

ïPrescription drug benefit 

ïLife 

ïDisability

ïPension

ï401(k)

ïInvestments  



Population Health Management

Power Wellness

ωSMART Program

ωEat SMART

ωMove SMART

ωWellness Discounts

ωFitbit Program

ωDiscounts

ωDashboard

ωConsulting

ωPrevention

ωWellness Champion

WebMD MyHealth 
Manager

ωMyHealth Survey 

ωMyHealth Assistants 
(online coaching)

ωSummit 
Health/Biometric 
Screening

ωRewards for Life

ωChallenges

MyHealth Coaches

ωChronic Condition 
Management

ωDecision Support

ωLifestyle Coaching 
Programs

ωTobacco Cessation

ωWeight Loss

ωDiabetes Program

ωHealthy Back 
Program

Medical Management

ωCase Management

ωUtilization 
Management

ωCare Coordination

ωSHARE

ωCenters of Excellence

ωFirst Steps Maternity

ωLife Strategy 
Counseling

ωDisability 
Management

Well-being

Health Care:  Medical & Rx, Dental, Vision, Provider Networks, Health Navigation, Transparency, 
Incentive & Value Based Plans, Tele-medicine

At Risk & 
Diagnostic

Chronic 
Conditions

Critical 
Conditions

Vendor Integration, Risk Stratification & Analytics, ACA

144





Percentage 
of Enrollees

Percentage 
of Spending

Median 
Spending Per 

Person
Mean Spending 

Per Person

Minimum 
Spending Per 

Person

1% 31% $129,500 $185,000 $        87,600 

5% 61% $39,600 $44,300 $        24,500 

10% 75% $16,500 $17,000 $        11,900 

20% 88% $7,300 $7,600 $          4,800 



Program Evaluations

» Health Care Navigation / Transparency Services

» Musculoskeletal, Spine and Joint: Centers of Excellence 

» Access to Behavioral Health via Telemedicine

» Pharmacy Programs

» PBM Evaluation

» Specialty Drugs

» Member Education


