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Are employers shooting themselves in the foot by scrapping private healthcare for workers?

· Private health schemes being dropped as  costs soar

· Well-structured healthcare plans can keep a lid on absence costs, research shows

· Staff absences costs UK Plc £17 bn a year

Dropping private healthcare for employees because of rising costs can do more harm than good to a company’s bottom line, according to new research by Gallagher Employee Benefits. 

“Precious few employers genuinely understand the cost of absence linked to illness,” says Michael Brown, Managing Director at Gallagher Benefits Consulting. “A well-structured private medical plan can help keep those illness-related costs down.” 

A recent survey by the CBI put the cost of absence at £17 bn a year for UK firms. An employee in the private sector will, on average, be absent for 5.9 days a year rising to 8.1 days for public sector staff. (1) 

Firms that don’t provide private medical benefits, or allow staff to opt out of company-sponsored healthcare plans, are particularly vulnerable when an employee takes a long leave of absence because of illness, says Brown. 

“We had an employee who would have been unable to work for 14 weeks as he waited for NHS treatment. The cost to the company would have been some £24,000,” said Brown.

“If he’d had private medical benefits his procedure could have been carried out in three weeks slashing employment costs to just over £5,000. After the cost of the surgery that’s a saving to the employer of £12,000,” Brown added. 

Brown acknowledges healthcare costs are rising as more advanced treatments and medication for chronic illnesses are made available to patients.

“Year on year medical inflation is anywhere between 7% and 10% per annum compound but there are ways for employers to soften the blow,” said Brown. 

Brown suggests the following potential solutions:

· Altering the benefits payable so that they harmonize with the NHS to best effect

· Re-designing health care plans to better reflect the needs of the employer and the people covered without being  shoe horned into an insurance company’s standard policy

· Introducing screening for new members to cut down on the number of large claims

· Using pooled arrangements allowing smaller firms to enjoy the  the buying power of a larger group and removing volatility of costs 

· Larger employers exploring self-funded healthcare trusts. These trusts can help lower Insurance Premium Tax, give employers greater control over benefit design, managing cash flows and retaining underwriting profits for the benefit of the employer not an insurer. 

“These strategies should enable employers to preserve the protection that private healthcare affords to them as an employer,” said Brown. 

(1) CBI Absence and Work Place Survey 2011
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About Gallagher Employee Benefits:

Gallagher Employee Benefits is a specialist employee benefits consultancy, advising across the whole spectrum of UK and multinational employee benefits. 

Gallagher Employee Benefits is the new umbrella brand of Gallagher Benefits Consulting Limited and Gallagher Risk & Reward Limited. Services include design, implementation, procurement and ongoing management of a whole range of employee benefits and employee communications.  Gallagher Employee Benefits uses in-depth technical knowledge and many years of experience to really get 'under the skin' of each employer's benefits package, ensuring risk is minimised and controlled. 

Gallagher Employee Benefits approach to benefit procurement drives out uncompetitive costs and makes it possible to identify a genuine return on the employer’s investment in employee benefits. 

Gallagher Employee Benefits provides a real alternative to employers that have traditionally been limited to choosing from the big four benefit consultants.

Gallagher Benefits Consulting Limited is authorised and regulated by the Financial Services Authority and a member of the Society of Pension Consultants. Registered office: 9 Alie Street, London E1 8DE. Registered No. 0772217 England & Wales. 
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Arthur J. Gallagher & Co., an international insurance brokerage and risk management services firm, is headquartered in Itasca, Illinois, has operations in 15 countries and does business in more than 100 countries around the world through a network of correspondent brokers and consultants. (NYSE: AJG).
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