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Options the City of Memphis Considered When Looking to Continue Offering a Retiree Health Benefit 

Benefits Concerns 

Option A. Individual Offered the education, advocacy and Required retirees to make a major 
marketplace choice we were looking for change 

Description 

Move retirees to individual plans 
via an insurance marketplace and 
subsidize retirees' costs with a health 
reimbursement arrangement 

Option B. Lower subsidies Reinstate some premium subsidy Simplified enrollment and somewhat Kept the city's costs and liabilities 
below 70 percent defrayed costs for most retirees tied to future premium increases 

Option C. No change Stick with the elimination of the Reduced the city's costs and OPEB City would continue losing talent to 
subsidy for most retirees liabilities retirement and organizations that 

dropped by 63 percent from 2013 through 2017. Memphis was not 

spared from this trend. 

Employee turnover is also expensive: The average cost to hire and 

train a new employee is just over $4,100. 

Fast-forward to January 2016 when a new mayor, Jim Strickland, 

brought me in as chief human resources officer. In our very first 

meeting, Strickland told me my top priority was to attract and 

retain top talent in public safety for the city. The loss of retiree 

health care came up repeatedly during discussions with active 

employees. Clearly, this was something we needed to address in 

order to attract and retain talent. 

Finding a Solution 
In April 2016, city leaders began searching for a solution that 

would allow us to continue offering a retirement health care benefit 

while meeting all other fiscal obligations. Although we considered 

reinstating the original health premium subsidy, we pegged the 

cost of doing that at $10 million each year and determined that 

it was not sustainable. We ended up with three viable options, as 

detailed in the accompanying table above. 

When we analyzed the financial impact of each option, we learned 

that monthly premiums for the city's plans were significantly 

higher than those for private individual plans that could selected 

via a marketplace. Switching to having retirees choose their own 

plans would allow the city to reduce its expenditures even while 

offering a generous defined-contribution health reimbursement 

arrangement. Lowering costs in this way would permit the city to 

continue providing a retiree health benefit at a sustainable level in 

perpetuity. 

Even better, we learned that going through the individual 

marketplace would save 99 percent of Medicare-eligible retirees 

as much as $2,106 in health care costs each year. And most 

importantly, the city could begin providing a health care option for 

non-Medicare-eligible retirees. 
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offer more competitive benefits 

Satisfied that Option A was our best choice, we chose Willis 

Towers Watson's individual marketplace for retirees and they took 

us through the transition. 

Some of my colleagues were worried whether retirees would be 

able to adapt to a change this significant. The transition had its 

bumps. Every big change does. But we trusted the process, and the 

results were more than worth it. 

Public sector organizations that are looking at doing the same 

thing today may have an advantage that we did not. The pandemic 

has forced everyone, including seniors, to adapt and use more 

online services. As a result, retirees may be more comfortable with 

virtual shopping and buying experiences. 

Results 

Highlights for the city and retirees include 

■ Estimated program savings are $5 million per year for the next

20 years.

■ Memphis's OPEB liabilities were immediately reduced by $319

million.

■ Medicare-eligible retirees have enrolled in 223 unique plans

from 34 different carriers.

■ Medicare-eligible retirees have reduced their health care

spending by as much as $2,106 annually.

Moving our retirees to individual plans was the best benefits 

decision we ever made. The savings and fiscal breathing room 

afforded by making the change have been an enormous boon for 

the city since the beginning. Now, during the pandemic, it has 

given us bandwidth to focus on other critical matters. With our 

retiree health care program on a sound footing, we can attend to 

other priorities. 

Alex Smith is CHRO for the City of Memphis, Tenn. She is on Linkedln. 
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