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A bstract

In te rv iew s w ith  f in an c ia l p la n n e rs , in v e s tm e n t b a n k e rs , t r u s t

officers, a n d  re tire d  p e rs o n s  w ere c o n d u c te d  in  o rd e r  to  m a k e  a n  

ev a lu a tio n  o f m e th o d s  to  p rov ide  fin an c ia l s ta b ility  a s  a  p e rso n  ages. 

E m p h a s is  w a s  m ad e  on  M edigap a n d  L ong -te rm  C are  In su ra n c e  Policies 

a n d  in v e s tm e n t o f lu m p  su m  re tire m e n t d is tr ib u tio n s . T he fin an c ia l 

p la n n e rs  rec o m m e n d ed  th a t  re tire d  p e rs o n s , n o t eligible for a

c o n tin u a tio n  of em p loyer h e a lth  in s u ra n c e , p u rc h a s e  M edigap o r HMO 

coverage to  su p p le m e n t M edicare. T he f in an c ia l p la n n e rs  a lso

re c o m m e n d ed  p u rc h a s e  of L ong-te rm  C are  In su ra n c e . In fo rm a tio n  

p rov ided  by  in v e s tm e n t b a n k e rs  a n d  t r u s t  officers in d ic a te d  th a t

re tire m e n t fu n d s  in v es te d  in  E q u ity  o r F ixed  In co m e In v e s tm e n ts  w ith  

m in im u m  w ith d ra w a ls  will p rov ide  a  lifetim e in co m e  for re tire d  p e rso n s . 

In terv iew s w ith  re tired  p e rs o n s  con firm  th a t  th e y  do  have  fin an c ia l 

se c u rity  b e c a u se  of ta k in g  m in im u m  w ith d ra w a ls  from  th e ir  a c c u m u la te d  

a s s e ts  a n d  w ith  th e  p u rc h a s e  o f M edigap In s u ra n c e  w h en  th e re  w a s  no  

c o n tin u a tio n  of em ployer h e a l th  in su ra n c e . R e tired  p e rs o n s  in d ic a te d  a  

g en era l la c k  of in te re s t  in  L ong-te rm  C are  In s u ra n c e  ex cep t w h e n  p eace  

of m in d  c o u ld  n o t be  ach iev ed  w ith o u t it. T he su rv ey  a n d  o th e r



in fo rm a tio n  p rov ided  prove th e  h y p o th e se s  th a t  life tim e fin an c ia l s e c u rity  

is  a tta in a b le .
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S ectio n  I 

The Problem

In  a  sp e e c h  before  th e  B o e ttn e r  In s t i tu te , M atild a  W hite  Riley

(1990), a n  A sso c ia te  D irec to r fo r B eh av io ra l a n d  S ocial R e se a rch  of T he

N ationa l In s t i tu te  on  Aging ta lk e d  a b o u t  th e  fa llacy  of in ev itab le  ag ing

decline . S he  sa id  th a t:

“M uch  re s e a rc h  h a s  d e m o n s tra te d  th a t  th e  d o c trin e  of 
in ev itab le  ag ing  dec line  is  a  fallacy; a  fa llacy  in itia te d  by  
fau lty  in te rp re ta tio n  of c ro s s -s e c tio n a l d a ta . N everthe less, 
d e sp ite  a ll ev idence  to  th e  c o n tra ry , th is  fa llac io u s  d o c trin e  is  
s till b lin d ly  a c c e p te d  by  m a n y  g o v e rn m e n t p o licy -m ak ers , 
c o rp o ra te  ex ecu tiv es , p ro fe ss io n a l p ra c tit io n e rs  a n d  th e  
p u b lic  a t  large. T he s te reo ty p e  of in ev itab le  decline  re m a in s  
s tu b b o rn . T he very  n o tio n  of ag ing  se e m s  to  c o n n o te  
d e c re p itu d e , p overty  a n d  m isery . P h y s ic ia n s  a re  fo u n d  to 
sp e n d  le s s  tim e w ith  o ld er p a tie n ts . O ld peop le , th em se lv es , 
ta k e  th e ir  a c h e s  a n d  p a in s  for g ra n te d  a n d  a s s u m e  - false ly  - 
th a t  th e y  c a n n o t le a rn  new  sk ills  o r w ay s of th in k in g .”

T here  a re  m a n y  jo y s  left in  life, in  th e  o p in io n  of th is  a u th o r , if o ld er

peop le  c o n tin u e  to le a rn  a n d  re m a in  p h y sica lly  active. T h is  th e s is

sh o u ld  i l lu s tra te  th a t  p ru d e n t  in v e s tm e n ts  w ith  lu m p  s u m  re tire m e n t

b en efits  a n d  a d e q u a te  h e a l th  in s u ra n c e  c a n  h e lp  o ld er peop le  avoid  th e

poverty  re fe rred  to  in  th e  a fo re m en tio n e d  sp eech .

O ne of th e  jo y s  of living in  th e  la te  2 0 th  c e n tu ry  is th e  likelihood  of
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living a  long  life. A ccord ing  to  C oles (1992), th e  o ld er p o p u la tio n  is  

g e ttin g  o lder. In  1989 , th e re  w ere  18.2 m illion  peop le  ag es 6 5  to  84 . 

T h a t w a s  8 tim e s  a s  m a n y  peop le  in  th a t  age g ro u p  a s  th e re  w ere in  

1900 . B u t th a t  sa m e  y e a r  th e re  w ere 9 .8  m illion  peop le  w ho w ere  ag es  

75  th ro u g h  84 . T h a t w a s  13 tim e s  la rg e r  th a n  th e  1900  crow d, a n d  th e re  

w ere  3 m illion  people  age 85  a n d  o lder. T he la t te r  figure  w a s  24  tim e s  

th e  peop le  in  th a t  age g ro u p  th a t  e x is te d  in  th e  y e a r  1900. C u rren tly , a  

p e rs o n  aged  65  c a n  ex p ec t to live a n o th e r  17 .5  y e a rs  a cco rd in g  to  th e  

W alker (1997) Life E x p ec ta n cy  C h a rt.

If o u r  d e s tin y  is  to  lead  a  good long  life, th e n  m o s t of u s  w a n t to  be  

fin an c ia lly  se c u re  d u r in g  o u r  y e a rs  of re tire m e n t. T he m ajo rity  of u s  

w ou ld  like to re m a in  re a so n a b ly  in d e p e n d e n t w ith  a  m a tu re  

in te rd e p e n d e n c y  w ith  o u r  fam ilies a n d  frien d s . F o rtu n a te ly , a cc o rd in g  to 

H a b e r (1994), h o u se h o ld s  h e a d e d  by  p e rs o n s  age  55  to  74  c learly  

d o m in a te  c o n te m p o ra ry  w e a lth  d is tr ib u tio n s . T h is  w ealth  m ay  be 

n e c e s s a ry  b e c a u se  of th e  lo n g er lives we a re  d e s tin e d  to  lead  a s  c ited  

above.

W alker (1997) sa y s  t h a t  u n t i l  recen tly , m o s t p e n s io n  p la n s  w ere  of 

th e  d e fin ed -b en e fit type  th a t  p rov ided  a  c e r ta in  p e rc en ta g e  of a n  

em p lo y ee 's  incom e for th e  r e s t  o f h is  life a fte r  re tire m e n t. B row n (1996)
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te lls  u s  th a t  d e fin e d -c o n tr ib u tio n  p ro g ram s a re  b eco m in g  m o re  a n d  m o re  

p o p u la r  a s  c o m p a red  to  th e  d e fin ed -b en e fit p ro g ra m . In  a  defined - 

c o n tr ib u tio n  p la n  th e  em ployee  m a k e s  th e  in v e s tm e n t decision . B row n 

feels th a t  too m u c h  of th e  r is k  is  p laced  on  a n  in d iv id u a l p a r t ic ip a n t w ho 

h a s  in a d e q u a te  know ledge a n d  experience  to m a k e  s tra te g ic  re tire m e n t 

in v e s tm e n t p la n  d ec is io n s . W alker (1997) ta lk s  o f a  “loom ing  re tire m e n t 

c r is is” b e c a u se  a n  in c re a s in g  n u m b e r  o f p a r t ic ip a n ts  b e a r  th e  

re sp o n s ib ility  for d irec tin g  in v e s tm e n ts  in  th e ir  ow n  d e fin e d -c o n tr ib u tio n  

p lan . W alker (1997) te lls  u s  th a t  4 0  IK  p la n s  a re  th e  fa s te s t  grow ing type  

of re tire m e n t sav ing  a n d , of c o u rse , a  4 0 IK  p la n  c o n s is ts  of a  defined - 

c o n tr ib u tio n  p la n  in  w h ich  th e  p a r t ic ip a n t  d ire c ts  th e  in v es tm en t.

W alker (1997) te lls  u s  t h a t  tw en ty  y e a rs  ago , it  w a s  co m m o n  for a n  

em p loyer to  m a k e  som e p rov ision  for a n  em ployee  to  c o n tin u e  to  be 

covered  u n d e r  a  g ro u p  h e a l th  in s u ra n c e  p ro g ra m  a fte r  re tire m e n t. He 

te lls  u s  th a t  S ta te m e n t o f F in a n c ia l A cco u n tin g  S ta n d a rd s  N u m b er 106, 

w h ich  w a s  p ro m u lg a te d  in  D ecem ber, 1990, fo rced  em p lo y ers  to  a c c ru e  

th e  c o s t o f fu tu re  re tiree  h e a l th  c la im  c o s ts  o n  th e  co m p a n y  b a la n c e  

sh e e t. In  a d d itio n , th e  p re s e n t  v a lu e  of fu tu re  c o s ts  w ere  to  be reco rd ed  

on  c u r re n t  fin an c ia l s ta te m e n ts . Im p le m e n ta tio n  of th is  new  s ta n d a rd  

c a u se d  m a n y  em p lo y ers  to d isc o n tin u e  offering g ro u p  h e a lth  in s u ra n c e



b e n e fits  to  re tire d  em p loyees a n d  new  em p lo y ers  to  p ro c u re  g ro u p  h e a lth  

in s u ra n c e  th a t  d o es n o t  p rov ide  re tiree  coverage.

F o rtu n a te ly , M ed icare  is  ava ilab le  to re p la c e  th e  h e a lth  in s u ra n c e  

th a t  m o s t people  c a rr ie d  w h e n  th ey  w ere em ployed . A ccord ing  to 

So lom on (1992), M edicare  is  th e  n a t io n ’s la rg e s t g ro u p  in s u ra n c e  p la n  

w ith  so m e w h a t in  e x ce ss  of 33  m illion  m e m b e rs . M ost s ta te s  have  

m a n d a te d  th a t  M edicare  su p p le m e n ta l in s u ra n c e  po lic ies follow u n ifo rm  

g u id e lin es . T here  a re  te n  d iffe ren t s u p p le m e n ta l po lic ies ava ilab le  to 

p e rs o n s  eligible for M edicare . T h ese  po lic ies a re  p ro v id ed  to  cover th e  

e x p e n se s  n o t  covered  by  M edicare. A p e rso n  sh o u ld  a lso  c o n s id e r  long ­

te rm  c a re  in s u ra n c e  a s  a  p r im a ry  so u rc e  for fu n d s  to p a y  for a  s ta y  in  a  

lo n g -te rm  c a re  facility. A ccord ing  to  A tch ley  (1997), M edicaid , in  

a d d itio n  to  M edicare, p riv a te  h e a lth  in s u ra n c e , a n d  lo n g -te rm  c a re  

in s u ra n c e , will p lay  a n  im p o r ta n t  p a r t  in  p ro v id ing  b e n e fits  for som e 

se n io r  c itizens.

PURPOSE OF THE STUDY

W h at U. S. C itizens n e ed  is  a  sim p le  w ay  to  p rov ide lifetim e 

fin an c ia l secu rity . A ccord ing  to  C u tle r  (Ju ly  1996), f in an c ia l lite racy  is 

d ifficu lt to  o b ta in . T herefo re , th e  p u rp o se  of th is  s tu d y  will be to
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c o m p re h e n d  a n d  c o m m u n ic a te  w ays to im prove fin an c ia l s tab ility  a s  a  

p e rs o n  ages, re g a rd le ss  of longevity .

IMPORTANCE OF THE STUDY

A ccord ing  to W alker (1997), o u r  ag ing  p o p u la tio n  m u s t  p re p a re  for 

re t ire m e n t o n  a n  in d iv id u a l b a s is . W hile it is  t ru e  t h a t  m o s t em ployers 

h e lp  a n  em ployee a c c u m u la te  re t ire m e n t fu n d s , th e  em ployee m u s t  m ak e  

in v e s tm e n t d ec is io n s  a n d  d ec id e  on  th e  a llo ca tio n  a n d  d is tr ib u tio n  of 

th o se  fu n d s  d u r in g  re tire m e n t. M ost em ployees h av e  b e en  a c c u s to m e d  

to h av in g  g ro u p  h e a lth  in s u ra n c e  th ro u g h  th e ir  em p lo y er a n d  be ing  ab le  

to d e p e n d  on  a  b en efits  a d m in is tra to r  to adv ise  o n  b en efits  a n d  h a n d le  

d ifficu lt c la im s s itu a tio n s . A fter re tire m e n t, th o se  se rv ices a re  no  longer 

availab le . We a re  all living lo n g er a n d  m ore  in d e p e n d e n t of o u r  re la tives 

th a n  a t  a n y  tim e in  h is to ry . W hen  a  d e b ilita tin g  p h y s ic a l co n d itio n  

o c cu rs , it  is  p o ss ib le  t h a t  a  p e rs o n  will sp e n d  som e tim e  o r m aybe  a  

lifetim e in  a  lo n g -te rm  c a re  facility . So lom on (1992) s ta te s  th a t  no  one  is 

ever too  p o o r to beg in  c h a r t in g  a  p la n  to  f in an c ia l in d e p e n d e n c e . If th is  

s tu d y  c a n  p rovide in fo rm a tio n  th a t  will h e lp  peop le  have  th a t  fin an c ia l 

in d e p e n d e n c e , espec ia lly  d u r in g  th e ir  re tire m e n t y e a rs , th e n  o ld er people  

will be ab le  to  lead  m ore  u se fu l lives in  o th e r  a re a s  b e c a u se  th e  fin an c ia l
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side  of life will be  h a n d le d . B row n (1996) s ta te s  a  le isu re  c la s s  th a t  is  

free from  p ro d u c tiv e  ob lig a tio n s a n d  is  o r ien ted  to  se lf  im p ro v e m e n t c a n  

p rove to  be  socially  v a lu a b le  a n d  h av e  g re a t p o te n tia l  to  a d d  to th e  

w o rld ’s body  of know ledge a n d  a r t is t ic  b e au ty . T h is  s tu d y  m ay  h e lp  

p e rs o n s  m ak e  d e c is io n s  re g a rd in g  fin an c ia l m a tte r s  th a t  will free th e m  to 

w o rk  to w ard  fulfilling B ro w n ’s id ea ls .

HYPOTHESIS I

U se of a  p ro fess io n a l in v e s tm e n t adv iso r, c o rp o ra te  tru s te e , o r 

m u tu a l  fu n d  will allow  a  p e rso n  to  a c c u m u la te  a s s e ts  t h a t  will allow  

a d e q u a te  re t ire m e n t incom e, incom e a fte r  th e  d e a th  of a  sp o u se , allow  for 

in fla tio n a ry  incom e in c re a se s , a n d  h e lp  p a s s  a c c u m u la te d  a s s e ts  to  a  

la te r  g en e ra tio n .

HYPOTHESIS II

R etired  P e rso n s  a re  ab le  to a c q u ire  h e a lth  in s u ra n c e  th a t  p ro v id es 

lifetim e se c u r ity  for th e  re tiree  a n d  sp o u se .

DEFINITION OF TERMS

D e fin ed -b e n e flt  p e n s io n  is d e s ig n ed  a s  o ne  th a t  will p ay  a  fixed 

d o lla r  a m o u n t  in  re tire m e n t p a y  to a  re tire d  em ployee.
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4 0 1 (K ), 4 0 3 (B ), S e c t io n  4 5 7  o r a  d e fin e d -c o n tr ib u tio n  p la n  a re  

re tire m e n t p la n s  th a t  h e lp  a n  em ployee  a c c u m u la te  fu n d s  for re tire m e n t 

b u t  th e y  u s u a l ly  do n o t m a n d a te  a  p a r t ic u la r  sav in g s  vehicle  b u t  r a th e r  

offers ch o ices  to th e  em ployee.

M ed icare is  defined  a s  th e  g o v e rn m en t p rov ided  g ro u p  h e a lth  

in s u ra n c e  for p e rs o n s  age 65  a n d  over in c lu d in g  p a r t  A w h ich  g en era lly  

p rov ides h o sp ita l  se rv ices a n d  p a r t  B w h ich  g en era lly  p ro v id es  p h y s ic ia n  

serv ices.

M ed icare  su p p le m e n ta l o r  M edigap in su r a n c e  p o lic y  is  one  t h a t  

is  d e sig n ed  to  su p p le m e n t th e  b e n e fits  availab le  th ro u g h  M edicare  o r to  

fill in  th e  g a p s  n o t  covered  by  th e  M edicare  p ro g ram .

L on g-term  care is defined  a s  th a t  w h ich  is  p rov ided  in  a  lo n g -te rm  

c a re  facility  w h ich  e x is ts  to  h a n d le  people  w ho h ave  h e a lth  p ro b lem s th a t  

will likely c o n tin u e  o n  a n  in d efin ite  b a s is .

L on g-term  care in su r a n c e  is  defin ed  a s  th a t  w h ich  is  d esig n ed  to 

p a y  th e  c o s t o f c o n fin e m e n t in  a  long- te rm  care  facility.

HMO or H ea lth  M a in ten a n c e  O rg a n iza tio n  is  a  m ed ica l c a re  

g ro u p  th a t  p ro v id es p re p a id  m ed ica l se rv ices  ran g in g  from  p h y sica l 

e x a m in a tio n s  to  h o sp ita liz a tio n  a t  little  o r no  e x p en se  to th e  p a rtic ip a n t.
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E q u ity  A c c o u n ts  a re  in v e s tm e n ts  in  p re fe rred  a n d  co m m o n  s to c k s  

of p u b lic  c o rp o ra tio n s .

F ix e d  In co m e  A c c o u n ts  a re  in v e s tm e n ts  in  b o n d s  a n d  o th e r  

fin an c ia l in s t ru m e n ts  th a t  p rov ide  th e  sa m e  incom e re g a rd le ss  of m a rk e t 

p rices.

R eal E sta te  In v e s tm e n t  T ru sts  a re  in v e s tm e n ts  in  o rg an iz a tio n s  

th a t  a cq u ire  rea l e s ta te  for re n ta l  p u rp o s e s  a n d  g en era lly  p a y  a  s te a d y  

ra te  of in co m e  to sh a re h o ld e rs .

OUTLINE OF THE REMAINDER OF THE STUDY

S ec tio n  II rev iew s l i te ra tu re  a n d  o th e r  re s e a rc h  th a t  h a s  b een  done  

reg a rd in g  re tire m e n t p la n n in g  a n d  f in an c ia l geronto logy. S pec ia l 

a tte n tio n  w as p a id  to  very  re c e n t m a te r ia ls  av a ilab le  th ro u g h  th e  in te rn e t  

a n d  th ro u g h  in s u ra n c e  in d u s try  so u rc es .

S ec tio n  III in c lu d e s  th e  p ro c e d u re s  th a t  w ere  u s e d  in  c o n d u c tin g  

th is  s tu d y . It in c lu d e s  a  se lec tio n  of p a r t ic ip a n ts  to  in te rv iew  in c lu d in g  

fin an c ia l p la n n e rs , t r u s t  officers a n d  re tired  p e rso n s .
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S ectio n  II 

R eview  o f  Literature

OVERVIEW

T h is  se c tio n  is  devo ted  to  a  review  o f jo u rn a l  a r tic le s , te c h n ic a l 

m a n u a ls  a n d  b o o k s, a n  o c ca s io n a l n e w sp a p e r  a rtic le , a n d  som e 

re so u rc e s  av a ilab le  th ro u g h  th e  in te rn e t. I t p ro v id es  in fo rm a tio n  on  

c u r re n t  th in k in g  o n  th e  b e s t  u s e  o f econom ic  re s o u rc e s  to  prov ide a  

lifetim e of fin an c ia l in d e p e n d e n c e  for a  re tire d  p e rs o n  a n d  sp o u se  if 

app licab le .

HISTORICAL BACKGROUND

A ccord ing  to  C a v a n a u g h  (1993), re tire m e n t w a s  ra re ly  c o n sid e re d  

by  m o s t A m erican s  p rio r  to 1935  w h en  Social S e c u rity  w a s  in a u g u ra te d . 

T he e n a c tm e n t o f Social S e c u rity  a n d  th e  a d v e n t o f v a r io u s  p e n s io n  a n d  

sav in g s  p la n s  h ave  c h a n g e d  o u r  a tt i tu d e  re g a rd in g  re tire m e n t. Now, 

m o s t people  c o n s id e r  re t ire m e n t a  r ig h t w h ich  h e  feels is  r a th e r  c u r io u s  

co n sid e rin g  th a t  w ork  h a s  long  b een  c o n s id e re d  v irtu a lly  a  m o ra l 

ob liga tion . R e tire m e n t w as  n o t  m u c h  of a n  is su e  for m a n k in d  p rio r to 

th e  m o d ern  e ra . B ro s te rm a n  (1970) s ta te s  t h a t  d e sp ite  re la tively  h ig h
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e a rn in g s  few peop le  h av e  b e en  ab le  to a c c u m u la te  c ap ita l. He ex p la in s  

th a t  it  is  a  m o d e rn  d ilem m a.

B row n (1996) n o te s  th a t  in  th e  p a s t, th e  h e a lth  p ro b le m s of elderly  

peop le  w ere n o t very  d iffe ren t th a n  th o se  of a n y  o th e r  age g ro u p  b e c a u se  

few er people  lived in to  th e ir  6 0 ’s a n d  la te r  th a n  do  now . M edical 

in s u ra n c e  in  th is  c o u n try  b ecam e  co m m o n  d u r in g  W orld W ar II a n d  

sh o rtly  th e re a fte r . C o s ts  for h e a l th  in s u ra n c e  w ere age ra te d  a n d  it  w as 

th e  e lderly  p o p u la tio n  th a t  p a id  th e  h ig h e s t p rice . G ra d u a lly , it  b ecam e 

a p p a re n t  th a t  on ly  th e  w ea lth y  aged  co u ld  afford  to  c a rry  h e a lth  

in s u ra n c e . In  re a c tio n  to  th is , th e  M edicare  law  w as p a s s e d  in  1965. At 

th e  tim e of i ts  e n a c tm e n t, it w as  p ro b ab ly  th e  b e s t  in s u ra n c e  th a t  anyone  

6 5  o r  over h a d  ever h a d . E ven  so, m o s t in s u ra n c e  c o m p a n ie s  b eg an  

offering su p p le m e n ta l in s u ra n c e  po lic ies to  cover th e  d e d u c tib le s  u n d e r  

M edicare  a n d  for e x te n d e d  b e n e fits  w h e n  M edicare  w a s  dep le ted . 

G rad u a lly , it  b ecam e  a p p a re n t  t h a t  som e o ld e r people  p u rc h a s e d  several 

M edigap po lic ies m o s t o f w h ich  w ere u n n e c e s sa ry . In  re a c tio n  to th is , 

m o s t s ta te s , a s  m e n tio n e d  p rev iously , h ave  e n a c te d  leg is la tio n  th a t  

a llow s in s u ra n c e  c o m p a n ie s  to on ly  offer s ta n d a rd iz e d  M edigap policies.

A beles (1994) p o in ts  o u t  th e  d em o g rap h ic  c h a n g e s  th a t  have  

in flu en ced  policy  d e c is io n s  c o n c e rn in g  lo n g -te rm  c a re  in  th e  U nited



S ta te s . B e c a u se  of th e  ra p id ly  in c re a s in g  n u m b e r  of peop le  over age 65 , 

th e  n e ed  for lo n g -te rm  c a re  will a t  le a s t  trip le  a n d  th a t  th e  a sso c ia te d  

c o s ts  will in c re a se  te n  fold in  th e  n e x t 50  y e a rs . V o lum es h av e  b e e n  

w ritte n  a b o u t o u r  ag ing  p o p u la tio n , th e  lac k  of fam ily  c a re  for th e  elderly , 

a n d  th e  ab ility  of m o d e rn  d a y  m ed ic in e  to e x te n d  life even w h e n  som eone  

h a s  a  d eb ilita tin g  illn ess . T h ese  sa m e  fac to rs  th a t  h av e  c re a te d  th e  n e e d  

for a  lo n g -te rm  ca re  sy s te m  h av e  c re a te d  th e  n e ed  for som e type  of 

in s u ra n c e  to  cover th e  e x p e n se s . A tchley  (1997) fo u n d  th a t  lo n g -te rm  

c a re  in s u ra n c e  po lic ies h av e  b e en  w ritte n  by  p riv a te  in s u ra n c e  

c o m p a n ie s  s in ce  1982 . H e s ta te s  th a t  th a t  a n  o b s ta c le  to  th e  

d ev e lo p m en t of w ide s p re a d  a c c e p ta n c e  of lo n g -te rm  c a re  in s u ra n c e  is 

th e  m isp e rc e p tio n  th a t  M ed icare  a n d  M edigap po lic ies cover lo n g -te rm  

c a re  w h e n  in  fac t th e y  do n o t. F u r th e rm o re , th e re  a re  som e peop le  in  th e  

in s u ra n c e  in d u s try  th a t  feel th a t  lo n g -te rm  c a re  in s u ra n c e  d e m a n d  is 

o ffset by th e  p e rc ep tio n  th a t  M edicaid  will cover th e  c o s t for m o s t people. 

T he  p u b lic  n e e d s  to be  e d u c a te d  a s  to th e  d ifficu lties  in  qua lify ing  for 

M edicaid  to p ay  for lo n g -te rm  c a re  e x p en se s .

RECENT LITERATURE

T iffany (1996) re fe rs  to  re tire m e n t a s  th e  “h a rv e s t  y e a rs ”. He
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su g g e s ts  th a t  re tire m e n t m o n ey s o f a  d e fin e d -c o n tr ib u tio n  p ro g ra m  

sh o u ld  be in v es te d  o n  a  re g u la r  b a s is  over a  long p e rio d  o f y e a rs . He 

su g g e s ts  th a t  th e  vo latility  of th e  m a rk e t  be  igno red  a n d  th a t  a s s e ts  be  

d iversified  th ro u g h  th e  in v e s tm e n t y e a rs . He su g g e s ts  a llo ca tin g  som e 

fu n d s  to  th e  e q u ity  m a rk e t, som e to th e  b o n d  m a rk e t, a n d  som e to  th e  

m oney  m a rk e t  fu n d . O n  th e  o th e r  h a n d , F la n a g a n  (1992) d o es  a  

th o ro u g h  review  o f th e  v a rio u s  in v e s tm e n t veh ic les av a ilab le  a n d  co m es 

to th e  c o n c lu s io n  th a t  th e  on ly  w ay  to  b e a t  th e  ra te  of in fla tio n  is  by  

in v es tin g  in  q u a lity  e q u ity  a n d  b o n d  fu n d s , b o th  o f w h ich  g enera lly  

p ro d u c e  a n n u a l  r e tu rn s  o f 10% o r m ore  over a  p e rio d  o f tim e. T he 1995 

F e rris  a rtic le  p o in ts  o u t  th a t  a lm o s t n o  new  c o m p a n ie s  beg in  a  defined - 

b en efit p la n  for re tire m e n t a n d  h e  s tr e s s e s  th a t  em p loyees a re  forced  to 

becom e p a r t ic ip a n ts  in  re t ire m e n t p la n n in g  d e c is io n s . A d eq u ate  

c o u n se lin g  will h e lp  p la n  p a r t ic ip a n ts  m ak e  in te llig en t in v e s tm e n t 

d ec is io n s . C u tle r  (1996) e m p h a s iz e s  th e  n e ed  for fin an c ia l lite racy  

p a rtic u la rly  a m o n g  th e  b ab y  b o o m ers  w ho a re  rap id ly  c reep in g  to w a rd s  

re t ire m e n t age. C u tle r  gives th e  b a b y  b o o m ers  a  h ig h  g rad e  for w e a lth  

a c c u m u la tio n  a n d  a  low g rad e  o n  th e ir  f in an c ia l lite racy .

All of th e  a fo re m en tio n e d  a rtic le s  h ave  sev era l good id ea s  on  

a c c u m u la tin g  m o n ey  for re t ire m e n t a n d  lo ts  o f good adv ice  o n  how  th e
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in v e s tm e n ts  sh o u ld  be m ad e . N one o f th e  a r tic le s  offer advice  on  th e  

a llo ca tio n  a n d  d is tr ib u tio n  of fu n d s  d u r in g  th e  so  ca lled  "h a rv e s t y e a rs ”.

A ccord ing  to  a  1996  D eloitte  & T o u ch e  O nL ine w eb a rtic le , m a n y  

re tire e s  have  g ro u p  h e a lth  in s u ra n c e  th ro u g h  th e ir  em p loyer u p  u n til  th e  

tim e  of re tire m e n t. Som e em p lo y ers  c o n tin u e  to  p rov ide  g ro u p  h e a lth  

in s u ra n c e  for th e ir  re tiree s . As a  g e n e ra l ru le , th e  g ro u p  h e a lth  

in s u ra n c e  p la n  will th e n  p ay  a ll o r m o s t o f th e  e x p e n se s  t h a t  a re  n o t 

covered  by  M edicare. T h a t  is  th e  b e s t  type  o f h e a l th  in s u ra n c e  to  c a rry  

in to  re tire m e n t. T he a rtic le  a lso  p o in ts  o u t  th e  s u b s ta n t ia l  c o s ts  th a t  a re  

now  p ay ab le  by  th e  in d iv id u a l w ho is  in s u re d  by  M edicare. M any re tire e s  

now  p u rc h a s e  M edigap in s u ra n c e  to  h e lp  p a y  th o se  co s ts . M edicare  a n d  

M edigap in s u ra n c e  will on ly  cover a  re la tive ly  s h o r t  n u rs in g  hom e s ta y  

th a t  is  d irec tly  re la te d  to a n  illn e ss  o r  in ju ry . A ccordingly , m a n y  re tire e s  

p u rc h a s e  lo n g -te rm  c a re  in su ra n c e . M edicaid  will p rov ide  lo n g -te rm  ca re  

b en efits  to  o ld er A m erican s  th a t  h ave  very  lim ited  incom e a n d  a s se ts .

D aw son  (1996) p o in ts  o u t  th a t  th e  lo n g -te rm  c a re  in s u ra n c e  

b u s in e s s  h a s  m a tu re d  over th e  la s t  20  y e a rs . He goes on  to  s ta te  th a t  

given to d a y ’s rea lity , m idd le  c la s s  A m erican s  will find  th a t  p riv a te  

in s u ra n c e  is  th e  on ly  v iab le  so lu tio n  to  th e  p ro b lem  of fu n d in g  lo n g -te rm  

care . In  th e  1995  N ovack a rtic le , it  b eco m es a p p a re n t  th a t  lo n g -te rm
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c a re  in s u ra n c e  is n o t  a s  n e c e s s a ry  a s  it  once  w a s  b e c a u se  th e  e lderly  a re  

becom ing  d isa b le d  la te r  a n d  le ss  o ften  th a n  th e y  w ere  10 y e a rs  ago. 

T echnology  p rov ides m ore  h e lp  for th e  p a rtia lly  d isa b le d  o ld er p e rso n  a n d  

th a t  th is  techno logy  a n d  h o m e  h e a lth  ca re  a llow s peop le  to  live o u t  th e ir  

lives in  th e ir  ow n hom e. C u tle r  (1996) p o in ts  o u t  t h a t  th e re  c a n  be little  

d o u b t th a t  lo n g -te rm  c a re  p la n n in g  sh o u ld  be  a n  e s se n tia l  e le m e n t o f 

every fam ily 's  fin an c ia l p la n n in g .
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S ectio n  III 

M ethodology

RESEARCH DESIGN

Seven t r u s t  officers, in v e s tm e n t b a n k e rs , a n d  fin an c ia l p la n n e rs  

w ere in te rv iew ed  a s  to  re c o m m e n d a tio n s  for th e  v a rio u s  f in an c ia l 

p ro d u c ts  availab le . In  a d d itio n , five re tire d  p e rs o n s  c u rre n tly  m ak in g  

u s e  of th e se  v a rio u s  p ro d u c ts  w ere  in te rv iew ed  to te s t  th e  a c c u ra c y  of th e  

re c o m m e n d a tio n s .

SELECTION OF THE SU BJECTS

S u b je c ts  for th is  s tu d y  c o n s is te d  of f in an c ia l p la n n e rs , t r u s t  

officers, in v e s tm e n t b a n k e rs , a n d  re tired  p e rso n s . T he su b je c ts  w ere  

se lec ted  from  a  n u m b e r  of d iverse  ag en c ies . C u r re n t  in fo rm a tio n  

received  from  th e  fin an c ia l p la n n e rs  a n d  t r u s t  officers p rov ided  e n o u g h  

d a ta  so th a t  th e  p ro g ra m s  o f th e  re tire d  p e rs o n s  co u ld  be carefu lly  

e v a lu a ted .

EXPECTED FINDINGS

It w as  ex p ec ted  th a t  th e  f in an c ia l p la n n e rs  a n d  t r u s t  officers w ho 

c u rre n tly  h a n d le  re t ire m e n t fu n d s  w ou ld  re p o r t  t h a t  e q u ity  in v e s tm e n ts
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have  in c re a se d  in  v a lu e  by  10% or m ore p e r  y e a r  over a  long  p e rio d  of 

tim e. It w as  a n tic ip a te d  th a t  in  m a n y  c a se s  re tire d  p e rs o n s  c a n  live on  

th e  in co m e  from  Social S e c u rity  su p p le m e n te d  by  a  p e rc e n ta g e  of th e  

av erag e  a n n u a l  ga in  of th e  re tire m e n t fu n d s  th a t  th e y  a re  in v es tin g . It 

w a s  a lso  a n tic ip a te d  th a t  th e  incom e p rov ided  from  th e  re t ire m e n t p la n  

will a llow  a  p e rso n  to p u rc h a s e  th e  n e c e ssa ry  in s u ra n c e  p ro d u c ts  so th a t  

th e  h ig h  c o s t o f m o d e rn  d a y  m ed ica l c a re  will be m o stly  a b so rb e d  by  

M edicare  a n d  M edigap in s u ra n c e .

PROCEDURES

In  o rd e r  to ge t c u r r e n t  in fo rm a tio n  it w a s  th e  in te n t  o f th is  s tu d y  

th a t  tw o t r u s t  officers w ou ld  be  se lec ted  from  a m o n g  th e  fo u r m a jo r t r u s t  

c o m p a n ie s  th a t  o p e ra te  in  O m ah a , N e b rask a . In  a d d itio n , two 

in v e s tm e n t b a n k e rs  w ou ld  be  in te rv iew ed  re g a rd in g  th e  r e tu r n s  ava ilab le  

th ro u g h  com m only  u s e d  M u tu a l F u n d s . T h ree  p e rs o n s  w ho c u rre n tly  

offer M edigap a n d  L ong -te rm  C are  In su ra n c e  to  p e rs o n s  over age 6 5  w ere 

a lso  in te rv iew ed . Five re tire d  peop le  w ere in te rv iew ed  a fte r  be ing  se lec ted  

from  p e rs o n s  re tire d  in  O m a h a , N eb rask a . In  e a c h  c a se , a n  a p p o in tm e n t 

w a s  a rra n g e d  by  te lep h o n e . D u rin g  th e  p h o n e  call, th e  e x a c t in fo rm atio n  

re q u e s te d  w a s  review ed.
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F irs t  th e  t r u s t  officers a n d  in v e s tm e n t b a n k e rs  w ere in te rv iew ed  

a b o u t  a  v a rie ty  o f f in an c ia l p ro d u c ts  th a t  a re  av a ilab le  for th e  u s e  o f 

p e rs o n s  w ho h ave  a c c u m u la te d  fu n d s  in  a  d e fin e d -c o n tr ib u tio n  

re t ire m e n t p lan . T ru s t  o fficers w ho u s u a lly  w o rk  for a  b a n k  o r  t r u s t  

co m p a n y  s ta te d  t h a t  th e y  now  offer som e of th e  sa m e  fin an c ia l p ro d u c ts  

th a t  a re  offered by in v e s tm e n t b a n k e rs  a s  well a s  o th e r  se rv ices in c lu d in g  

a d m in is tra t io n  of c u s to d ia l a c c o u n ts  for th e  re tire e  a n d /o r  fam ily  

m em b ers . V ario u s  f in an c ia l p ro d u c ts  w ere rev iew ed in c lu d in g  e q u ity  

in v e s tm e n ts , fixed incom e in v e s tm e n ts , a n d /o r  a  c o m b in a tio n  o f th e se  

in v e s tm e n ts . T h ese  in v e s tm e n t r e s u l ts  w ere la te r  u s e d  w h en  rev iew ing  

th e  se lec tio n s  m a d e  by  th e  re tire d  p e rso n s . S im ila r in fo rm a tio n  w a s  

o b ta in e d  from  th e  p e rs o n s  w ho  offer M edigap a n d  L ong-te rm  C are  

In s u ra n c e  coverages for o ld e r people . E a c h  in te rv iew  w as b e g u n  by  

u s in g  th e  a p p ro p r ia te  q u e s tio n n a ire  from  A ppend ix  A.

DATA COLLECTION

D a ta  co llec tion  w as a n  o n  going p ro c e ss  for th e  e n tire  len g th  of th is  

s tu d y . In fo rm a tio n  o b ta in e d  d u r in g  th e  in te rv iew s w ith  th e  v a rio u s  

fin an c ia l a d v iso rs  w as  a c c u m u la te d  a n d  review ed p r io r  to  e a c h  in te rv iew  

w ith  a  re tire d  p e rso n . T he d a ta  g a th e re d  from  th e  re tire d  p e rs o n  w a s



18

a b so rb e d  a n d  e v a lu a te d  b a se d  u p o n  th e  in fo rm a tio n  o b ta in e d  from  th e  

f in an c ia l p la n n e rs . E a c h  o f th e  a fo re m en tio n e d  h y p o th e s is  w as 

e v a lu a te d  for e ac h  o f th e  re tire d  p e rs o n s  a s  to in co m e  from  c u r re n t  

a s s e ts  a n d  h e a lth  in s u ra n c e  in  force.

LIMITATIONS

T h is  s tu d y  g a th e re d  d a ta  on  a  soc ioeconom ic  g ro u p  th a t  is 

p ro b ab ly  m ore  p ro sp e ro u s  th a n  th e  g en era l p o p u la tio n , th ere fo re , th e  

r e s u l ts  m ay  n o t be  g en era lly  ind ica tive  o f th e  e n tire  p o p u la tio n . In  

a d d itio n , all su b je c ts  live in  a  la rge  u rb a n  a re a  a n d  m ay  p ro d u ce  re s u l ts  

th a t  a re  d iffe ren t th a n  th o se  w h ich  m ig h t be  o b ta in e d  in  a  d iffe ren t 

se ttin g . A n o th e r lim ita tio n  in  th is  s tu d y  is  th e  fac t t h a t  fin an c ia l h is to ry  

m ay  n o t be  in d ica tiv e  o f fu tu re  f in an c ia l e v en ts  a n d  s ta tu s .  It is p o ss ib le  

th a t  f in an c ia l m a rk e ts  m ay  c h an g e  a b ru p tly  c a u s in g  u n a n tic ip a te d  

tu rm o il.
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S ection  IV 

Interview  R esu lts

LONG-TERM CARE INSURANCE

T hree  fin an c ia l p la n n e rs  w ho offer lo n g -te rm  c a re  in s u ra n c e  w ere 

in te rv iew ed  reg a rd in g  th e ir  re c o m m e n d a tio n  for a  6 5  y e a r  o ld  re tired  

p e rso n . E ac h  fin an c ia l p la n n e r  w as a sk e d  to  re c o m m e n d  a  p la n  of long­

te rm  c a re  in s u ra n c e  for a  p e rso n  w ith  av erag e  in co m e, w ith  very  h ig h  

incom e, a n d  a  p e rso n  w ith  very  lim ited  incom e. E a c h  fin an c ia l p la n n e r  

w a n te d  to h av e  a  d e sc r ip tio n  of incom e a n d  n e t  w o rth  in  o rd e r  to 

a c c u ra te ly  rec o m m e n d  a  p ro g ram . A ccordingly , for p u rp o s e s  of g e ttin g  

in fo rm a tio n  we d e te rm in e d  th a t  a  p e rso n  w ith  av erag e  incom e of $ 2 ,0 0 0  

a  m o n th  w ould  h av e  a n  average  n e t  w o rth  so m ew h ere  in  th e  

n e ig h b o rh o o d  of $ 3 0 0 ,0 0 0  to  $ 4 0 0 ,0 0 0 , th e  p e rs o n  w ith  h ig h  incom e of 

$ 3 ,5 0 0  a  m o n th  w ou ld  h av e  a  n e t  w o rth  of m ore  th a n  $ 7 5 0 ,0 0 0 , a n d  th e  

lim ited  incom e of le s s  th a n  $ 1 ,2 0 0  p e r  m o n th  p e rs o n  w ou ld  h av e  a  n e t  

w o rth  o f $ 5 0 ,0 0 0  o r le ss .

E ac h  fin an c ia l p la n n e r  rec o m m e n d ed  th a t  th e  p e rs o n  w ith  average  

incom e o b ta in  a  lo n g -te rm  c a re  in s u ra n c e  policy  th a t  w ou ld  p a y  $ 1 0 0  p e r  

d a y  w h en  con fined  to  a  lo n g -te rm  c a re  facility . Two of th e  th re e
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re c o m m e n d ed  a  th re e  y e a r  b en efit, w h e rea s  th e  th ird  o ne  rec o m m e n d ed  

a  lifetim e benefit. T here  w a s  a  g en e ra l d isa g re e m e n t a m o n g s t th e  

f in an c ia l p la n n e rs  over th e  p u rc h a s e  of b en efits  for h o m e  h e a l th  c a re  a n d  

a s  to  w h e th e r  a  c o s t of living a d ju s tm e n t  r id e r  sh o u ld  be  in c lu d ed . In  

a n y  even t, th e  p re m iu m s  for o u r  6 5  y e a r  old p e rs o n  of average  incom e 

w ou ld  ra n g e  from  $ 9 0 0  to  $ 1 ,2 0 0  p e r  y ear, d e p e n d in g  on  th e  b e n e fits  

se lec ted , a cco rd in g  to th e  r a te s  fu rn is h e d  by th e  f in an c ia l p la n n e rs .

F o r th e  p e rso n  w ith  a  h ig h  re tire m e n t incom e, e a c h  o f th e  fin an c ia l 

p la n n e rs  rec o m m e n d ed  a  lifetim e benefit, w ith  tw o of th e m  

rec o m m e n d in g  th e  sa m e  $ 1 0 0  p e r  d ay  b en efit a n d  th e  th ird  p e rso n  

rec o m m e n d in g  a  $ 150 p e r  d a y  b en efit for th e  h ig h  in co m e  p e rso n , s im p ly  

b e c a u se  h e  felt th a t  th e  h ig h  in co m e  p e rso n  m ig h t trav e l a n d  e n d  u p  in  a  

lo n g -te rm  c a re  facility  in  a  lo ca tio n  th a t  is  m ore  ex p en siv e  th a n  O m ah a . 

In  a n y  even t, for th e  h ig h  in co m e  in d iv id u a l, a ll of th e  f in an c ia l p la n n e rs  

re c o m m e n d e d  th a t  th e  p la n  in c lu d e  m ore  c o m p re h en s iv e  coverage w h ich  

w ou ld  in c re a se  th e  average  c o s t to  $ 1 ,8 0 0  to  $ 2 ,0 0 0  p e r  y ear.

F o r th e  p e rso n  w ith  v e iy  lim ited  incom e a n d  few a s s e ts ,  th e re  w as 

a  g e n e ra l d isa g re e m e n t a m o n g s t th e  fin an c ia l p la n n e rs . T he f irs t one 

rec o m m e n d in g  th a t  no  coverage  be  p u rc h a s e d  a n d  th a t  th e y  sim p ly  face 

th e  fac t th a t  it w ou ld  be n e c e s s a ry  to  sp e n d  dow n  a s s e ts  in  o rd e r  to
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qualify  for M edicaid  if a  c a ta s tro p h ic  s ic k n e ss  o r a c c id e n t sh o u ld  o ccu r. 

T he se co n d  p la n n e r  su g g e s te d  th a t  p e rh a p s  a  sm a lle r  n u rs in g  h om e 

b enefit, p o ss ib ly  a  $ 4 0 0  o r $ 5 0 0  p e r  m o n th  be se lec ted . T he th ird  

f in an c ia l p la n n e r  su g g e s te d  th a t  th e  p e rso n  w ith  few a s s e ts  a n d  very- 

lim ited  incom e sh o u ld  p u rc h a s e  a  policy  w h ich  w ou ld  prov ide  ho m e c a re  

b en e fits  only, a t  a  c o s t o f $ 6 0 0  to  $ 7 0 0  p e r  y ea r. F u r th e rm o re , th is  

f in an c ia l p la n n e r  re c o m m e n d ed  th a t  th e  p e rso n  be p re p a re d  to sp e n d  

dow n in  o rd e r  to  qualify  for M edicaid  if co n fin e m e n t in  a  lo n g -te rm  care  

facility  w as n e c e ssa ry .

MEDIGAP INSURANCE

T he sa m e  th re e  fin an c ia l p la n n e rs  w ho in te rv iew ed  for th e  long­

te rm  ca re  in s u ra n c e  w ere a lso  in te rv iew ed  reg a rd in g  M edigap in su ra n c e . 

As a  g e n e ra l ru le  th e re  a re  10 s ta n d a rd  p la n s  ava ilab le  to  su p p le m e n t 

M edicare. A ppend ix  B c o n ta in s  a  b r ie f  d e sc rip tio n  o f th e s e  10 s ta n d a rd  

p la n s .

A ccord ing  to  th e  f in an c ia l p la n n e rs  th e  m o s t p o p u la r  M edigap  

In s u ra n c e  is P lan  F. Two o f th e  f in an c ia l p la n n e rs  rec o m m e n d ed  P lan  F 

for th e  p e rso n  w ith  average  re t ire m e n t incom e a n d  one  fin an c ia l p la n n e r  

in s te a d  su g g e s te d  P lan  C. F o r th e  h ig h  incom e in d iv id u a l a s  p rev io u sly
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d e sc rib e d , o n e  a d v iso r su g g e s te d  P lan  C, a n o th e r  P la n  F, a n d  a n o th e r  

P lan  H, I, o r J ,  d e p e n d in g  o n  w h e th e r  o r n o t th e  in d iv id u a l w as  ta k in g  

p re sc r ip tio n  d ru g s .

T h ere  w ere  a lso  d iffe ren t a n sw e rs  w h en  th e  a d v iso rs  w ere a sk e d  to  

rec o m m e n d  a  p la n  for th e  re tire d  p e rso n  w ith  very  lim ited  incom e. Two 

su g g e s te d  th a t  th e  p e rs o n  w ith  lim ited  incom e en ro ll in  a n  HMO w h ich  

p rov ides b ro a d  M edigap b e n e fits  w ith o u t p ay in g  a n y  p rem iu m . T he on ly  

d isa d v a n ta g e  in  en ro llin g  in  th e  HMO p ro g ram , th e y  p o in te d  o u t, is  th a t  

it is c ritic a l to  u s e  th e  HMO p h y s ic ia n s  a n d  h e a l th  c a re  facilities. E ven 

w hile trav e lin g , a n  HMO re q u ire s  th a t  n o n -e m e rg e n c y  c a re  be o b ta in e d  

th ro u g h  th e  HMO b e c a u se  o f th e  c o s t a d v a n ta g e . T he th ird  f in an c ia l 

ad v iso r su g g e s te d  M edigap su p p le m e n ta l P la n  C for th e  p e rso n  w ith  

lim ited  in co m e  o r p o ss ib ly  P la n  B if th e  p e rs o n ’s in co m e  w as so lim ited  

th a t  it w a s  n o t  p o ss ib le  to  p u rc h a s e  a  m ore  ex p en siv e  p lan .

T he  fin an c ia l p la n n e rs  in d ic a te d  th a t  M edigap  in s u ra n c e  is n o t a s  

expensive  a s  lo n g -te rm  c a re  in s u ra n c e , even  th o u g h  it  fills a  n e ed  th a t  is 

m ore  likely  to  be u s e d  freq u e n tly  th ro u g h o u t o n e ’s  lifetim e. T he fin an c ia l 

p la n n e rs  q u o te d  ra te s  for M edigap  in s u ra n c e  w h ich  v a ried  from  

a p p ro x im a te ly  $ 7 5 0  p e r  y e a r  for P lan  C to  s lig h tly  over $ 1 ,0 0 0  p e r  y e a r  

for P lan  F  for a  p e rso n  ag ed  65 . T he c o s t for th e  m o s t expensive  p la n s ,
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H, I, a n d  J ,  v a ried  b e tw een  $ 1 ,7 0 0  a n d  $ 2 ,0 0 0  p e r  y e a r  p e r  p e rso n , 

a cco rd in g  to  th e  f in an c ia l p la n n e rs .

T he av a ilab ility  o f L ong -te rm  C are  In s u ra n c e  a n d  M edigap

In s u ra n c e  c learly  d e m o n s tra te s  th a t  h e a lth  in s u ra n c e  w h ic h  will provide 

lifetim e se c u rity  for a  re tiree  a n d  sp o u se  is read ily  av a ilab le .

INVESTMENT STRATEGIES

P e rso n s  in te rv iew ed  for th is  sec tio n  in c lu d e d  t r u s t  officers a n d  

in v e s tm e n t b a n k e rs  w ho  c u rre n tly  h a n d le  re tire m e n t fu n d s  for a  v a rie ty  

o f in d iv id u a ls  from  th e  very  w ea lth y  to  th e  m o d e s t in v e s tm e n ts  of a  

401(k) p la n  o r a n  in d iv id u a l IRA p lan . T he v a rie ty  o f in v e s tm e n ts  

m e n tio n ed  w ere  v irtu a lly  a ll of th e  in v e s tm e n t v eh ic les  in  th e

m a rk e tp la ce . T he re c o m m e n d e d  -in v es tm en t veh ic les  for re tire m e n t 

fu n d s  g enera lly  v a ried  b e tw een  eq u ity  a n d  fixed in co m e  portfo lios, w ith  

one  m in o r su g g e s tio n  for a  re a l e s ta te  in v e s tm e n t t ru s t .  A ccord ing  to  th e  

in v e s tm e n t b a n k e r  w ho  re c o m m e n d ed  th e  re a l e s ta te  in v e s tm e n t t ru s t ,  

th e  r e tu rn s  a re  s im ila r  to  a  fixed incom e portfolio .

E a c h  t r u s t  officer o r in v e s tm e n t b a n k e r  felt t h a t  th e y  co u ld  n o t

m ak e  a n y  re c o m m e n d a tio n  u n le s s  th e y  h a d  som e id ea  a s  to th e  n e t  

w o rth  of a  p e rso n  age 65  w ho is a b o u t  to re tire . T here fo re , for p u rp o se s
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of o b ta in in g  in fo rm a tio n , a n  exam ple  w as u s e d  of a n  in d iv id u a l w ho  h a d  

$ 3 0 0 ,0 0 0  in  a  4 0 IK  a c c o u n t from  w h ich  a n  incom e w a s  d e s ired . T h is 

p e rso n  a lso  w as e sse n tia lly  free of d e b t a n d  lived in  a  h o m e  w ith o u t a  

m ortgage . T he in d iv id u a l w ou ld  a lso  h av e  Social S e c u rity  incom e.

In v e s tm e n t officer n u m b e r  one  rec o m m e n d ed  th a t  40%  of th e  

fu n d s  be in v es te d  in  E q u ity  S e c u ritie s  a n d  60%  in  F ixed  Incom e 

S e cu ritie s . He felt th a t  th e  E q u ity  S e c u ritie s  In v e s tm e n t w ou ld  give som e 

o p p o rtu n ity  for g row th  w hile  a t  th e  sa m e  tim e  th e  F ixed  Incom e 

S e c u ritie s  w ould  prov ide  a  se c u re  incom e. W hen  I a sk e d  th is  in v e s tm e n t 

officer w h a t th e  d isp o s itio n  of th e  m o n ey  w ould  be if it  w a s  h is  ow n 

p e rso n a lly , th e  a n sw e r  w as 30%  E q u ity  S e c u ritie s  a n d  70%  F ixed Incom e 

u n d e r  th e  c u r r e n t  m a rk e t  c o n d itio n s . He m e n tio n e d  th a t  h is  su g g e s tio n  

of a  m ajo rity  of th e  fu n d s  b e in g  in v es te d  in  F ixed  Incom e In v e s tm e n ts  

w as b e c a u se  of h is  co n serv a tiv e  in v e s tm e n t p h ilo sophy .

In v e s tm e n t officer n u m b e r  two sa id  th a t  he  w ou ld  re c o m m e n d  th a t  

th e  in d iv id u a l in v es t 50%  in  E q u ity  S e c u ritie s  a n d  50%  in  H igh G rade  

F ixed Incom e S e c u ritie s  b e c a u se  of th e  b a la n c e  th a t  w o u ld  give th e  

portfolio. He w ou ld  a lso  do exac tly  th e  sam e  th in g  if it w ere  h is  ow n 

a cc o u n t.
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In v e s tm e n t officer n u m b e r  th re e  sa id  th a t  h e  w ou ld  rec o m m e n d  

50%  E q u ity  In v e s tm e n ts , 25%  R eal E s ta te  In v e s tm e n t T ru s t, a n d  25%  

F ixed Incom e S e c u ritie s . He ex p la in ed  h is  re a so n in g  by  say in g  th a t  th e  

E q u ity  In v e s tm e n ts  a n d  th e  R eal E s ta te  In v e s tm e n t T ru s t  w ou ld  h av e  

som e p o ss ib ility  o f g row th  w hile  th e  fixed incom e se c u r it ie s  w ou ld  a d d  a n  

e le m e n t of safety . He a lso  sa id  h e  w ou ld  do exac tly  th e  sa m e  if it w ere 

h is  ow n a c c o u n t.

In v e s tm e n t officer n u m b e r  fo u r sa id  th a t  h e  w ou ld  rec o m m e n d  

50%  E q u ity  In v e s tm e n ts  a n d  50%  Fixed Incom e In v e s tm e n ts  for th e  

exam ple  c ited  b e c a u se  he  felt th a t  th is  b a la n c e  for th e  portfo lio  w ou ld  

provide a n  e le m e n t o f sa fe ty . He a lso  m e n tio n ed , h e  w a s  o p tim is tic  

re g a rd in g  o u r  econom y  a n d  acco rd ing ly , h e  w ou ld  in v e s t h is  ow n m o n ey  

on ly  in  E q u ity  In v e s tm e n ts .

A v a rie ty  of in fo rm a tio n  w as o b ta in e d  from  th e se  in v e s tm e n t 

officers on  in v e s tm e n ts  av a ilab le  th ro u g h  th e ir  v a rio u s  in s t i tu t io n s . For 

a n a ly s is  p u rp o se s , th e  f in an c ia l r e s u l ts  from  tw o of th e  b a n k in g  

in s t i tu t io n s  a re  in c lu d e d  b e c a u se  th e y  c learly  d e m o n s tra te  th e  

d iffe rences of in v e s tm e n ts  p lac ed  in  F ixed  Incom e o r E q u ity  A cco u n ts .

Two p e rio d s  of tim e  a re  sh o w n  o n  th e  e n c lo se d  fo u r T ab les  w h ich  

reflect a n n u a l  in v e s tm e n t r e tu r n s  a n d  m o n th ly  incom e for a  re tire d



p e rso n . In  o rd e r  to  co n serv e  th e  p rin c ip le  a m o u n t  w hile  p ay in g  a  

m o n th ly  incom e, th e s e  fo u r T ab les  w ere  d e s ig n ed  w ith  th e  id ea  of p ay in g  

a n  incom e o f 6%  p e r  y e a r  ta k e n  a t  th e  ra te  o f ^  o f 1% o n  th e  la s t  d ay  of 

e a c h  m o n th . T he b eg in n in g  b a la n c e  on  J a n u a r y  1st d e te rm in e s  th e  

m o n th ly  in co m e  for th e  n e x t tw elve m o n th s . F o r e a c h  T able, a  b eg in n in g  

b a la n c e  of $ 1 0 0 ,0 0 0  w as u s e d  b e c a u se  m u ltip le s  o f th is  a m o u n t  a re  

easily  c a lcu la te d .

TABLE 1
FIXED INCOME - BANK A

Annual
Beginning Monthly Investment Return Ending
Balance Income % $

1/1/72 $100,000.00 $500.00 2.30% $2331.00 $96,231.00
1/1/73 $96,231.00 $481.16 -2.80% ($2,613.63) $87,843.51
1/1/74 $87,843.51 $439.22 1.70% $1,44834 $84,021.44
1/1/75 $84,021.44 $420.11 13.90% $11328.61 $90308.76
1/1/76 $90308.76 $451.54 16.10% $14,10332 $98,993.75
1/1/77 $98,993.75 $494.97 8.40% $8,066.01 $101,120.14
1/1/78 $101,120.14 $505.60 1.10% $1,078.95 $96,131.88
1/1/79 $96,131.88 $480.66 -3.30% ($3,077.18) $87,286.79
1/1/80 $87,286.79 $436.43 0.00% $0.00 $82,049.58
1/1/81 $82,049.58 $410.25 0.80% $636.70 $77,763.31
1/1/82 $77,763.31 $388.82 34.80% $26,249.78 $99347.29
1/1/83 $99,347.29 $496.74 930% $9,154.85 $102,54131
1/1/84 $102341.31 $512.71 11.60% $11337.95 $107,926.78
1/1/85 $107,926.78 $539.63 19.00% $19,890.91 $121342.08
1/1/86 $121342.08 $606.71 20.30% $23,893.47 $137,955.02
1/1/87 $137,955.02 $689.78 1.50% $2,007.25 $131,684.97
1/1/88 $131,684.97 $658.42 7.60% $9,707.82 $133,491.68
1/1/89 $133,491.68 $667.46 14.70% $19,03438 $144,516.76
1/1/90 $144316.76 $722.58 8.20% $11,494.86 $147340.62
1/1/91 $147340.62 $736.70 15.80% $22381.42 $161,081.61
1/1/92 $161,081.61 $805.41 7.30% $11,406.19 $162,822.90
1/1/93 $162,822.90 $814.11 10.20% $16,109.70 $169,163.22
1/1/94 $169,163.22 $845.82 -3.20% ($5,250.83) $153,762.60
1/1/95 $153,762.60 $768.81 19.10% $28,487.60 $173,024.44

1/1/96 $173,024.44 $865.12 2.70% $4331.51 $167,174.49

1/1/97 $167,174.49 $835.87 8.00% $12,972.74 $170,116.76

1/1/98 $170,116.76 $850.58
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TABLE 2

EQUITY-BANK A

Annual
Beginning Monthly Investment Return Ending
Balance Income % $ Balance

1/1/72 $100,000.00 $500.00 16.10% $15,617.00 $109,617.00
1/1/73 $109,617.00 $548.09 -18.10% ($19,245.46) $83,79432
1/1/74 $83,794.52 $418.97 -29.80% ($24321.64) $54345.21
1/1/75 $54,545.21 $272.73 32.40% $17,142.47 $68,414.96
1/1/76 $68,414.96 $342.07 20 .30% $13,471.59 $77,781.65
1/1/77 $77,781.65 $388.91 1.70% $1,282.62 $74397.37
1/1/78 $7439737 $371.99 9.40% $6,783.55 $76,717.09
1/1/79 $76,717.09 $383.59 19.20% $14,287.79 $86,401.85
1/1/80 $86,401.85 $432.01 27.90% $23382.93 $104,600.67
1/1/81 $104,600.67 $523.00 8.00% $8,117.01 $106,441.64
1/1/82 $106,441.64 $532.21 21.90% $22,611.40 $122,666.54
1/1/83 $122,666.54 $613.33 29.10% $34,625.09 $149,931.64
1/1/84 $149,931.64 $749.66 11.30% $16,434.01 $157369.74
1/1/85 $157369.74 $786.85 25.20% $38,467.46 $186395.02
1/1/86 $186395.02 $931.98 30.80% $55,687.38 $230,898.69
1/1/87 $230,898.69 $1,154.49 6.10% $13,662.28 $230,707.05
1/1/88 $230,707.05 $1,153.54 16.70% $37372.23 $254336.86
1/1/89 $254,236.86 $1,271.18 25.90% $63,871.93 $302,854.58
1/1/90 $302,854.58 $1,514.27 0.20% $587.54 $285370.84
1/1/91 $285370.84 $1,426.35 27 .20% $75,265.86 $343,420.45
1/1/92 $343,420.45 $1,717.10 8 .90% $29,647.49 $352,462.71
1/1/93 $352,462.71 $1,762.31 11.80% $40342.88 $371,657.83
1/1/94 $371,657.83 $1,858.29 8 .50% $30,643.19 $380,001.54
1/1/95 $380,001.54 $1,900.01 28 .20% $103,945.62 $461,147.07
1/1/96 $461,147.07 $2305.74 17.00% $76,043.15 $509321.40
1/1/97 $509321.40 $2347.61 20.30% $100329.86 $579379.98
1/1/98 $579,279.98 $2,896.40

T ab les  1 a n d  2 re flec t in v e s tm e n t r e s u l ts  from  B a n k  A from  

J a n u a r y  I,  1972 th ro u g h  th e  e n d  of 1997. T h is p e rio d  of tim e  w as u s e d  

b e c a u se  it d e m o n s tra te s  fin an c ia l r e s u l ts  d u r in g  a  d o w n  m a rk e t a n d  

d u r in g  a n  u p  m a rk e t. T ab le  1 re flec ts  in v e s tm e n t r e s u l ts  of a  fixed 

incom e portfo lio  w hile  T ab le  2 reflec ts  in v e s tm e n t r e s u l ts  from  a n  E q u ity
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Portfolio. P lease  n o te  th a t  in  th e  dow n m a rk e t o f 1974  a n d  1975 , th e  

m o n th ly  incom e d ro p p ed  below  th e  beg in n in g  m o n th ly  incom e b e c a u se  of 

b a d  m a rk e t c o n d itio n s . It is  in te re s tin g  to n o te  th a t  in  b o th  c a se s , th e  

m a rk e t recovered  a n d  th e  m o n th ly  incom e w a s  re s to re d  to  a n  even  

h ig h e r b a la n c e  th a n  th e  o rig in a l m o n th ly  incom e.

TABLE 3

FIXED INCOME - BANK B

Annual
Beginning Monthly Investment Return Ending
Balance Income % $ Balance

1/1/79 $100,000.00 $500.00 0.40% $388.00 $94388.00
1/1/80 $94,388.00 $471.94 0.90% $824.01 $89348.73
1/1/81 $89,548.73 $447.74 3.00% $2,605.87 $86,781.67
1/1/82 $86,781.67 $433.91 34.20% $28,788.95 $110363.72
1/1/83 $110,363.72 $551.82 11.20% $11,989.91 $115,731.81
1/1/84 $115,731.81 $578.66 13.90% $15,604.12 $124392.03
1/1/85 $124,392.03 $621.96 21.30% $25,700.64 $142,629.14
1/1/86 $142,629.14 $713.15 14.20% $19,645.74 $153,717.13
1/1/87 $153,717.13 $768.59 2.30% $3,429.43 $147,923 33
1/1/88 $147,923.53 $739.62 7.10% $10,187.49 $149335.61
1/1/89 $149,235.61 $746.18 12.40% $17,950.06 $158,23134
1/1/90 $158,231.54 $791.16 9.30% $14,274.07 $163,011.71
1/1/91 $163,011.71 $815.06 15.10% $23,876.33 $177,107.33
1/1/92 $177,107.33 $885.54 7.00% $12,025.59 $178306.48
1/1/93 $178,506.48 $892.53 9.90% $17,141.98 $184,938.07
1/1/94 $184,938.07 $924.69 5.00% $8,969.50 $182,811.28
1/1/95 $182,811.28 $914.06 18.20% $32,273.50 $204,116.11
1/1/96 $204,116.11 $1,020.58 2.60% $5,147.81 $197,016.95
1/1/97 $197,016.95 $985.08 10.30% $19,683.96 $204,879.90
1/1/98 $204,879.90 $1,024.40
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TABLE 4
EQUITY-BANK B

Annual
Beginning Monthly Investment Return Ending
Balance Income % $ Balance

1/1/79 $100,000.00 $500.00 15.30% $14,841.00 $108,841.00
1/1/80 $108,841.00 $544.21 28.70% $30300.25 $132,610.79
1/1/81 $132,610.79 $663.05 230% $2,95835 $127,612.69
1/1/82 $127,612.69 $638.06 29.00% $35,897.45 $155353 37
1/1/83 $155,853.37 $779.27 22.10% $33,410.29 $179,912.46
1/1/84 $179,912.46 $899.56 3.10% $5,409.97 $174327.68
1/1/85 $174,527.68 $872.64 35.90% $60,775.77 $224,831.79
1/1/86 $224,831.79 $1,124.16 24.20% $52,777.01 $264,118.90
1/1/87 $264,118.90 $1320.59 3.10% $7,942.06 $256313.82
1/1/88 $256,213.82 $1,281.07 12.50% $31,065.93 $271,906.92
1/1/89 $271,906.92 $1359.53 29.90% $78,861.16 $334,453.66
1/1/90 $334,453.66 $1,672.27 0.60% $1,946.52 $316332.96
1/1/91 $316,332.96 $1381-66 29.10% $89,291.31 $386,644.29
1/1/92 $386,644.29 $1,933.22 6.30% $23,627.83 $387,073.47
1/1/93 $387,073.47 $1,935.37 9.20% $34,542.44 $398391.50
1/1/94 $398,391.50 $1,991.96 4.90% $18,935.55 $393,423.55
1/1/95 $393,423 35 $1,967.12 39.40% $150358.61 $520,176.75
1/1/96 $520,176.75 $2,600.88 22.10% $111,510.29 $600,476.44
1/1/97 $600,476.44 $3,002.38 28.80% $167,749.10 $732,196.95
1/1/98 $732,196.95 $3,660.98

T ab les  3 a n d  4 re fe r to in v e s tm e n t r e tu r n s  from  th e  T ru s t  

D e p a r tm e n t of a  d iffe ren t b a n k  for a  p e rso n  w ho re tire d  o n  J a n u a r y  1, 

1979. T h is p a r t ic u la r  b a n k  c o u ld  n o t fu rn ish  fin an c ia l r e s u l ts  for a n y  

p erio d  p rio r to  th a t  d a te . T he F ixed Incom e portfolio  of T ab le  3 h a d  a  d ip  

in  incom e for a  few y e a rs  b e g in n in g  in  th e  se co n d  y e a r  b e c a u se  of 

ad v e rse  m a rk e t c o n d itio n s  for a  F ixed Incom e portfo lio . T he E q u ity  

portfolio  re p re se n te d  by  T able  4 p a id  a  h ig h e r m o n th ly  incom e for all of 

th e  y e a rs  s u b s e q u e n t  to  th e  f irs t y ea r.



It is  in te re s tin g  to n o te  t h a t  w h e th e r  a  p e rs o n  e lec ted  a n  E q u ity  

portfo lio  o r F ixed Incom e portfo lio , th e  f lu c tu a tio n  in  incom e over a  

p e rio d  of y e a rs  cou ld  c a u s e  h a rd s h ip  for a  p e rs o n  o n  a  tig h t b u d g e t. If 

th e  p e rso n  o n  a  tig h t b u d g e t d id  n o t  have  sav in g s  s e t  a s id e  for s u c h  a n  

even t, th e  p e rso n  c o u ld  still d raw  fu n d s  from  th e  p rin c ip a l a m o u n t  o f 

th e ir  o rig ina l in v es tm en t.

T he a fo re m en tio n e d  in fo rm a tio n  c learly  in d ic a te s  th a t  H y p o th esis  I 

is  a c c u ra te .

RETIREE INTERVIEWS

T he in te rv iew s w ith  five re tired  p e rs o n s  w ere  m o s t in te re s tin g . 

R etiree  n u m b e r  o ne  w as a  w idow er w ho re tire d  from  a  p o sitio n  a s  a  

p ro p e rty  m a n a g e r  for th e  S ta te  of N e b ra sk a  w ith in  th e  p a s t  tw o y e a rs . 

He w as a n  a c q u a in ta n c e  of a  rea l e s ta te  a g e n t w ho is a  friend  of m ine  

a n d  a p p a re n tly  w orked  in  th e  rea l e s ta te  field a  few y e a rs  ago. O ver th e  

y e a rs  h e  h a d  m an a g e d  to  a c c u m u la te  a  fa ir a m o u n t  o f sav in g s w h ich  h e  

k e ep s  in  C e rtifica te s  of D ep o sit w ith  a  local b a n k . All of h is  re tire m e n t 

m o n ey s from  th e  S ta te  o f N e b ra sk a  w ere ta k e n  in  a  lu m p  s u m  a n d  

tra n s fe r re d  to  a n  IRA a c c o u n t  w ith  a  local in v e s tm e n t b a n k in g  firm . O ne 

h u n d re d  p e rc e n t o f th e  fu n d s  a re  in v es ted  in  a n  e q u ity  a c c o u n t. He
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d raw s 5% p e r  y e a r  from  th e  in v e s tm e n t a c c o u n t w h ic h  su p p le m e n ts  h is  

Social S e c u rity  Incom e. He feels com plete ly  co m fo rtab le  financ ia lly . 

W hen  he  re a c h e d  age 6 5 , h e  p u rc h a s e d  M edigap  In s u ra n c e  u s in g  P lan  F 

from  a  local in s u ra n c e  co m p an y . He does n o t  c a rry  L ong-te rm  C are  

In s u ra n c e  a n d  d oes n o t  feel it  is  n e c e ssa ry  b e c a u se  n o  o n e  in  h is  fam ily  

n o r  a n y  a c q u a in ta n c e  h a s  ever su ffe red  a  d e b ilita tin g  a c c id e n t o r illn e ss  

th a t  req u ire d  c o n fin e m e n t in  a n y  so r t  of a  c o n tin u in g  c a re  facility. 

A ccordingly , he  feels he  will p ro b ab ly  never n e ed  s u c h  in su ra n c e .

R etiree  n u m b e r  tw o s p e n t  h is  c a re e r  a s  a n  officer for th e  T e a m s te rs
\

U nion. H is m a in  d u tie s  c o n s is te d  of o rgan iz ing  a n d  re c ru itin g  m e m b e rs  

for th e  u n io n . He is  a  golfing c o m p an io n  of re tire e  n u m b e r  one  w ho 

in tro d u c e d  u s .  In  a d d itio n  to  Social S e c u rity  in co m e, he  a lso  d ra w s  

incom e from  tw o d e fin ed -b en e fit p la n s  th a t  a re  co n tro lled  by  th e  U nion. 

H is re t ire m e n t incom e, in c lu d in g  Social S ec u rity , ex ceed s th e  incom e 

th a t  h e  d rew  j u s t  p r io r  to  h is  1995 re tirem en t. T he U nion  a lso  p rov ides 

h e a lth  in s u ra n c e  u n d e r  th e  sam e  g ro u p  p la n  th a t  covered  h im  d u r in g  h is  

w ork ing  y e a rs . He m a k e s  on ly  a  m o d e s t c o n tr ib u tio n  to w a rd s  th is  g ro u p  

in s u ra n c e  p la n  w h ich  su p p le m e n ts  M edicare. He h a s  v e iy  little  ou t-o f- 

p o c k e t m ed ica l e x p en se s . He c o n fe sse s  to  a  c e r ta in  c u rio s ity  a b o u t Long­

te rm  C are  In s u ra n c e  b u t  d o es  n o t  feel m o tiv a ted  to  c o n s id e r  it a t  th is
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tim e. He is  a  life-long b a c h e lo r  w ith  c o n s id e ra b le  sav in g s  a n d  a  

g e n e ro u s  incom e. He feels th a t  h e  co u ld  afford to  p a y  for th e  c o s t of long  

te rm  ca re  if h e  is  in  n e ed  o f s u c h  serv ices.

R etiree  th re e  a t te n d s  th e  sa m e  c h u rc h  a s  I do b u t  I h a d  n o t m e t 

h im  u n ti l  we w orked  to g e th e r  b riefly  on  fu n d  ra is in g  p ro je c t in  1997. He 

s p e n t  h is  c a re e r  in  F in a n c ia l P lan n in g , w ork ing  m o stly  in  th e  e s ta te  

p la n n in g  a re a . R etiree  th re e  h a d  a  defined  c o n tr ib u tio n  re tire m e n t p lan  

w h ich  w as ta k e n  in  a  lu m p  s u m  a t  re tirem en t. In  a d d itio n , h e  w as p a id  

a  s u b s ta n t ia l  a m o u n t  o f m o n ey  for o w n ersh ip  o f c o m p a n y  s to ck . O ne 

h u n d re d  p e rc e n t of th e se  fu n d s  w ere  in v es ted  w ith  th e  T ru s t  D e p a rtm e n t 

o f a  local b a n k . He c h o se  to a llo ca te  th e  fu n d s  on  th e  b a s is  o f 65%  in  

eq u ity  in v e s tm e n ts  a n d  35%  in  fixed incom e in v e s tm e n t. He in d ic a te d  

th a t  h e  h a d  c o n s id e re d  p u tt in g  100%  of th e  fu n d s  in  e q u ity  in v e s tm e n ts  

b u t  decided  th a t  35%  in  fixed incom e in v e s tm e n ts  w ou ld  p rov ide  a  sa fe ty  

c u sh io n  in  c a se  th e  s to c k  m a rk e t  d e te rio ra te d . W hen  re tiree  th re e  

orig inally  re tire d  in  1993 , he  to o k  a n  incom e o f 6%  e a c h  y e a r. B ecau se  

th e  v a lu e  of th e  fu n d s  h a d  in c re a se d  su b s ta n tia lly , h e  re d u c e d  th e  

a n n u a l  incom e to 5%  of th e  ava ilab le  fu n d s  two y e a rs  ago. He c a rr ie s  

P lan  F of M edicare  o n  h im se lf  a n d  h is  sp o u se  a t  a  c o s t o f $ 9 3 .5 0  p e r  

m o n th  e ach . He felt t h a t  P lan  F w a s  th e  id ea l p la n  b e c a u se  of th e
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m o d e ra te  c o s t a n d  a d e q u a te  b e n e fits  to  su p p le m e n t M edicare. He d oes 

n o t  c a rry  L ong-term  C are  In s u ra n c e  for e ith e r  h e  o r h is  wife, even  

th o u g h , h e  is acu te ly  a w are  o f th is  p ro d u c t a n d  ex p lo red  th e  p u rc h a s e  of 

sa m e  b u t  d e te rm in e d  it  w a s n ’t  c ritic a l to  h is  f in an c ia l secu rity .

R etiree  fou r h e ld  a  c le rica l p o s itio n  a t  a  local u n iv e rs ity  u n til  

re tir in g  a t  age  62  in  1989. S he  w as th e  w idow  o f a n  em ployee of a  firm  

th a t  p ro v id es serv ices to  m y co m p an y . S he  in d ic a te d  th a t  100%  of h e r  

ta x  sh e lte re d  a n n u ity  p ro g ra m  w as in v es ted  in  a  fixed incom e portfolio  

from  th e  T ea ch e rs  In s u ra n c e  a n d  A n n u ity  A sso c ia tio n  (TIAA). M any 

y e a rs  ago sh e  a n d  h e r  h u s b a n d  h a d  lo s t som e m o n ey  in v es tin g  in  M u tu a l 

F u n d s  a n d  sh e  did  n o t  feel se c u re  m a k in g  a n  in v e s tm e n t in  th e  eq u ity  

m a rk e t. H er la te  h u s b a n d ’s p ro fit sh a r in g  p la n  w as t ra n s fe r re d  to  a n  

A n n u ity  policy  from  w h ic h  sh e  d ra w s  a  m in im u m  incom e. H er incom e 

h a s  f lu c tu a te d  sligh tly  over th e  y e a rs  a n d  h a s  a lso  b e en  e n h a n c e d  by  

Social S e c u rity  b en efits . S h e  feels sh e  h a s  a  co m fo rtab le  incom e b u t  h a s  

a lso  b e en  fo r tu n a te  to  in h e r i t  a  fa ir a m o u n t  o f m o n ey  five y e a rs  ago w h en  

h e r  m o th e r  d ied . W ith o u t th e  in h e rita n c e , sh e  feels like sh e  w ould  be 

fin an c ia l s tra p p e d . H er p r io r  em ployer c o n tin u e s  to  p rov ide  h e a lth  

in s u ra n c e  to  su p p le m e n t M edicare. S h e  p ay s  a  p o rtio n  of th e  p rem iu m  

for th is  in su ra n c e . S h e  h a s  g iven no  th o u g h t  to  L ong-te rm  C are
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In su ra n c e  a n d  h a s  n o  in te re s t  in  exp lo ring  th e  p o ss ib ility  m o stly  b e c a u se  

sh e  h a s  a  c e r ta in  d is t r u s t  of th e  in s u ra n c e  in d u s try .

R etiree  five w as a n  execu tive  w ith  a  la rge  in s u ra n c e  co m p a n y  

re tir in g  a t  age  63  in  1996. H is co m p an y  p ro v id ed  a  d e fin ed -b en efit
i

p e n s io n  p la n  w h ic h  c o n tin u e s  to p a y  h im  a p p ro x im a te ly  60%  of th e  

sa la ry  th a t  h e  e a rn e d  d u r in g  th e  la s t  five y e a rs  th a t  h e  w a s  em ployed. 

He a lso  w a s  p rov ided  w ith  a  4 0 IK  p la n  from  w h ich  h e  h a s  d raw n  no  

b en efits  a n d  h e  in d ic a te d  th a t  h e  a lso  h a d  a  s u b s ta n t ia l  a m o u n t o f 

sav ings. All o f th e  la t te r  fu n d s  a re  in v es ted  in  E q u ity  S e c u ritie s  b e c a u se  

h e  feels t h a t  in  th e  long  ru n , th e  v a lu e  in c re a se  will be  g re a te r  th a n  it 

w ould  be w ith  F ixed  Incom e S e c u ritie s . He a lso  feels th a t  h e  is  ab le  to 

w ith s ta n d  a n y  m a rk e t  f lu c tu a tio n  b e c a u se  of h is  p e n s io n  p la n  incom e. 

H ealth  in s u ra n c e  is  p rov ided  by  h is  fo rm er em p lo y er w h ich  w as 

co n v erted  to a  M edicare  S u p p le m e n t w h en  h e  re a c h e d  age 65. H is 

fo rm er em p lo y er p a y s  th e  full c o s t o f th is  su p p le m e n ta l  coverage for h im  

a n d  h is  sp o u se . R etiree  n u m b e r  five h a d  a  m o th e r- in - la w  w ho s p e n t  

seven  y e a rs  in  a  lo n g -te rm  c a re  facility  before sh e  d ied . A ccordingly , h e  

h a s  a  s tro n g  belief in  L ong-term  C are  In su ra n c e  a n d  c a r r ie s  it on  b o th  

h im se lf  a n d  h is  sp o u se  a t  a  c o s t of $90  p e r  m o n th  for e a c h  of th em . 

T hey c a rry  a  b en efit of $ 1 0 0  p e r  d ay  w h ich  will p a y  for a  lifetim e if e ith e r



he  o r h is  wife is co n fin ed  to  a  lo n g -te rm  c a re  facility . It is  in te re s tin g  to  

n o te  th a t  th is  p a r t ic u la r  re tiree  is  financ ia lly  s e c u re  b u t  b e c a u se  of h is  

skill, h e  c o n tin u e s  to be ac tive  in  a  n u m b e r  o f w e ll-pay ing  c o n su ltin g  

p o sitio n s . He d o es  th is  by  cho ice  sim p ly  b e c a u se  h e  en jo y s w orking .

All o f th e s e  re tire e s  felt f in an c ia lly  se cu re . All a p p e a re d  to  be  

h e a lth y  a n d  s ta te d  th a t  th e y  w ere involved in  a  n u m b e r  o f ac tiv itie s  

o u ts id e  o f th e  hom e. T h ese  ac tiv itie s  in c lu d ed  soc ia l c lu b s , c o m m u n ity  

invo lvem ent, a n d  ex erc ise  p ro g ram s. T h ese  re tire e s  se em  to  prove 

H y p o th esis  I a n d  H y p o th e s is  II in  th a t  th e ir  a c c u m u la te d  a s s e ts  provide 

a d e q u a te  re t ire m e n t in co m e  w h ich  is tra n s fe ra b le  to  a  sp o u s e  o r to a  

la te r  g e n e ra tio n . T hey  a lso  h a d  e ac h  p u rc h a s e d  h e a l th  in s u ra n c e  th a t  

th ey  felt w a s  a d e q u a te  for th e ir  lifetim e. T he only  o n e  w o rk in g  for incom e 

w as re tiree  n u m b e r  five, w hile  th e  r e s t  w ere all co m fo rtab ly  financ ia lly  

w ith o u t w ork ing  for p a y  an y w h ere .
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S ectio n  V 

R ecom m endations

T he p u rp o se  of th is  s tu d y  w a s  to  m ak e  a n  e v a lu a tio n  of m e th o d s  to 

prov ide fin an c ia l s ta b ility  a s  a  p e rs o n  ages. T he e m p h a s is  w as  on  

re tire m e n t y e a rs  a n d  in c lu d e d  n o t on ly  in v e s tm e n t veh ic les for a  

re tire m e n t fu n d  b u t  a lso  a n  e v a lu a tio n  of h e a l th  in s u ra n c e  p ro d u c ts . 

T h is  in fo rm a tio n  sh o u ld  h e lp  te s t  th e  h y p o th e se s  o u tlin e d  in  S ec tio n  I.

LONG-TERM CARE INSURANCE

L ong-te rm  C are  In s u ra n c e  is a  v a lu ab le  in s u ra n c e  p ro d u c t th a t  

h a s  n o t y e t m a tu re d  in  th e  m a rk e t  p lace. T he h is to ry  o f L ong-te rm  C are  

In s u ra n c e  is  le s s  th a n  2 0  y e a rs  a n d  it  is  n o t w idely  c a rr ie d , a lth o u g h , it 

is  offered to la rge  g ro u p s  o n  a  v o lu n ta ry  b a s is . A w e a lth y  p e rs o n  d o es 

n o t n e ed  L ong -te rm  C are  In s u ra n c e  b e c a u se  th e y  a re  ab le  to  afford  

c o n fin e m e n t in  a  lo n g -te rm  c a re  facility  w ith o u t b e n e fit o f in s u ra n c e . O n 

th e  o th e r  h a n d , p o o r peop le  will h av e  very  little  d ifficu lty  qua lify ing  u n d e r  

M edicaid  for lo n g -te rm  c a re  b en efits . It se em s o b v io u s  t h a t  n e ith e r  of 

th e se  g ro u p s  sh o u ld  even  c o n s id e r  L ong-te rm  C are  In s u ra n c e .
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F or p e rs o n s  w ho do n o t fall in  e ith e r  ca tego ry , L o n g -te rm  C are  

In s u ra n c e  m ay  be th e  on ly  se n s ib le  so lu tio n  to  fu n d in g  c o n fin e m e n t in  a  

lo n g -te rm  c a re  facility . As p o in te d  o u t e a rlie r  in  th is  th e s is , th e  e lderly  

a re  beco m in g  d isa b le d  la te r  a n d  le ss  o ften  th a n  th e y  w ere te n  y e a rs  ago. 

T echnology  a lso  p ro v id es m o re  h e lp  for th e  p a rtia lly  d isa b le d  o ld er 

p e rso n  a n d  th is  techno logy  a n d  hom e h e a lth  c a re  a llow s peop le  to live 

o u t  th e ir  lives in  th e ir  ow n h o m e.

It se e m s to m e th a t  th e  L ong-te rm  C are  In s u ra n c e  in d u s try  will 

m a tu re  so m etim e  in  th e  fu tu re . A t th e  p re s e n t  tim e, th e  r a te s  q u o ted  by  

th e  fin an c ia l p la n n e rs  co u ld  p ro d u c e  a  h a rd s h ip  w h e n  p a id  from  th e  

re tire m e n t incom e o f m idd le  c la s s  A m ericans . G enera lly , I w ould  

rec o m m e n d  a g a in s t  p u rc h a s e  o f L ong-te rm  C are  In s u ra n c e  u n le s s  

coverage is p u rc h a s e d  a t  a  y o u n g  age th ro u g h  a n  em p lo y er a t  a  m in im al 

c o s t o r u n le s s  th e  in d iv id u a l w o u ld  n o t feel fin an c ia lly  se c u re  w ith o u t th e  

in su ra n c e .

MEDIGAP INSURANCE

A ccord ing  to W alker (1997), P a r t  A o f M edicare  a u to m a tic a lly  

covers p e rs o n s  w ho a re  eligible for Social S ecu rity  o r R a ilro ad  R e tirem en t 

B enefits . P a r t  B is a  v o lu n ta ry  p ro g ram  b u t  W alker (1997) p o in ts  o u t



38

th a t  th e  m ajo rity  o f eligible peop le  do p u rc h a s e  it  b e c a u se  it  is  a  good 

buy . If a  p e rs o n 's  fo rm er em p loyer d oes n o t  p rov ide  h e a l th  in s u ra n c e  for 

re tire d  em ployees a n d  sp o u se s , m a n y  peop le  will w a n t to c o n s id e r  

p u rc h a s e  of a  M edigap policy  o r  e n ro llm e n t in  a n  HMO. In  m y op in ion , 

a n  HMO sh o u ld  on ly  be  co n s id e re d  if a  p e rso n  is  go ing  to  c o n tin u o u s ly  

live in  th e  a re a  se rv iced  by  th e  HMO a n d  th e  p a n e l of p h y s ic ia n s  a n d  

m ed ica l c a re  fac ilities ava ilab le  a re  sa tis fac to ry .

A ppend ix  B lis ts  th e  v a rio u s  M edigap po lic ies t h a t  a re  availab le . 

T he b as ic  p la n  is P lan  A. It p rov ides su ffic ien t coverage  for a  p e rso n  w ho 

c a n  afford  som e o u t-o f-p o c k e t e x p en se s . P lan  F is th e  m o s t p o p u la r  p la n  

b e c a u se  it p a y s  fo r m o s t o f th e  o u t-o f-p o ck e t e x p e n se s  th a t  a  p e rso n  

w ould  have  for h o sp ita l  a n d  p h y s ic ia n 's  e x p e n se s  in  th e  U n ited  S ta te s . 

P lan  J  p rov ides th e  m o s t co m p reh en s iv e  coverage, in c lu d in g  a  benefit for 

p re sc r ip tio n  d ru g s . O nce a  p la n  is d ec id ed  u p o n , it sh o u ld  be carefu lly  

sh o p p e d  am o n g  v a r io u s  in s u ra n c e  co m p a n ie s  b e c a u se  of th e  ran g e  of 

p rice s  th a t  a re  ava ilab le . O ne sh o u ld  a lso  be  c a re fu l to  p ick  a n  

in s u ra n c e  c o m p a n y  th a t  h a s  a  s tro n g  fin an c ia l ra tin g . A ccord ing  to o u r  

fin an c ia l p la n n e rs , e n ro llm e n t in  a  M edigap policy  is av a ilab le  w ith o u t 

a n sw e rin g  h e a lth  q u e s tio n s  if a  p e rso n  ap p lies  a t  th e  tim e  th ey  a re  firs t 

eligible for M edicare.
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INVESTMENT STRATEGY

T he in v e s tm e n t b a n k e rs  a n d  t r u s t  officers t h a t  w ere  in te rv iew ed  all 

re c o m m e n d ed  som e s o r t  o f c o m b in a tio n  of e q u ity  a n d  o r fixed incom e 

in v e s tm e n ts . T h ese  p e rs o n s  a re  p ro fe ss io n a ls  w h o se  w o rk  life is  devo ted  

to  th e  p ru d e n t  in v e s tm e n t of m oney . I w ou ld  s im p ly  re c o m m e n d  th a t  a  

p e rso n  c o n s id e r  u s in g  th e  se rv ices  o f a  p ro fe ss io n a l in v e s tm e n t ad v iso r 

w h e th e r  a  t r u s t  officer, in v e s tm e n t b a n k e r , o r  a  m u tu a l  fu n d . In  m y 

op in io n  a  c a re fu l p e ru s a l  o f T ab les  1 th ro u g h  4 in d ic a te  th e  v a lu e  of 

in v es tin g  in  th e  e q u ity  m a rk e t. T he ta b le s  a lso  d e ta il  how  incom e is 

a ffected  d u r in g  m a rk e t  f lu c tu a tio n s . If a  p e rs o n  c a n  w ith s ta n d  th e  

p o ss ib le  f lu c tu a tio n s  in  in co m e, th e n  I w ould  su g g e s t th a t  th e  m ajo rity  o f 

fu n d s  ava ilab le  for re t ire m e n t be  in v es ted  in  th e  e q u ity  m a rk e t.

CONCLUSION

F or th e  average  p e rs o n  w ho h a s  a s s e ts  a c c u m u la te d  in  a  

re t ire m e n t p la n , lifetim e f in an c ia l se c u rity  sh o u ld  be  eas ily  ach ieved , if 

th e  a s s e ts  a re  in v es te d  w isely. It is  in te re s tin g  to  n o te , t h a t  T ab les  1 

th ro u g h  4  d e m o n s tra te  th a t  th e  o rig inal m oney  in v e s te d  c o n tin u e s  to 

grow  even th o u g h  a n  in co m e  is c o n tin u o u s ly  p a id  o u t  to  th e  re tired  

p e rso n . B e c a u se  of th is  g ro w th  of th e  m o n ey  d u r in g  th e  re tire m e n t
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y e a rs , f in an c ia l s e c u r ity  is  p rov ided  for a  w idow ed sp o u s e  o f th e  re tired  

p e rso n . A ssu m in g  c o n tin u in g  g row th  of th e  in v es te d  m oney , a s s e ts  will 

be  ava ilab le  for a  fu tu re  g e n e ra tio n . T h u s  H y p o th esis  I h a s  b e en  p roven .

If em p loyer sp o n so re d  g ro u p  h e a lth  in s u ra n c e  is n o t  ava ilab le  once  

a  p e rso n  b eco m es eligible fo r M edicare, th e n  a  M edigap  o r  HMO policy, 

a cco rd in g  to  o u r  fin an c ia l a d v iso rs , will p rov ide th e  f in an c ia l se c u rity  

n eed ed  to  cover m ed ica l e x p en se s . W hen  a  p e rso n  f irs t b eco m es eligible 

for M edicare, th e y  a re  a lso  ab le  to  p u rc h a s e  M edigap  a n d  HMO 

in s u ra n c e  re g a rd le s s  o f th e ir  h e a lth  c o n d itio n s . A ccordingly , M edigap 

a n d  HMO in s u ra n c e  is availab le  to  a ll p e rso n s  w ho  b ecom e eligible for 

M edicare. It p ro v es th e  H y p o th esis  II a s  s ta te d  in  th e  f irs t  se c tio n  of th is  

th e s is .
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Appendix A

Q uestionnaires U sed to  Start Interview s

Sam ple Q uestionnaire for F inancial Advisor 
on Long Term Care Insurance

1. W ould  y o u  re c o m m e n d  long  te rm  ca re  in s u ra n c e  for a  re tire d  p e rso n  
w ith  average  in co m e?  If so , w h a t p la n  w ould  y o u  rec o m m e n d ?

2. W h at p la n  w o u ld  y o u  rec o m m e n d  for a  p e rso n  w ith  a  very  h igh  
re tire m e n t incom e a n d  s u b s ta n t ia l  sav ings?

3. W ould  y o u  re c o m m e n d  a  p la n  for som eone  w ho  h a d  a  very  lim ited  
incom e a n d  few, if an y , a s s e ts ?

Q u estion s for F inancial Advisor  
in  th e  Area o f  M edicare Supplem ental Insurance

1. A ssu m in g  th a t  a  p e rs o n  h a s  average  re tire m e n t in co m e  w h ich  
M edicare  S u p p le m e n t P ro g ram  w ould  y o u  re c o m m e n d , if an y ?

2. W ould y o u  rec o m m e n d  a  d iffe ren t p ro g ram  if th e  re tire d  p e rso n  is 
q u ite  w ealth y ?

3. W h a t w ou ld  y o u r  re c o m m e n d a tio n  be for so m eo n e  w ho  h a s  very  
lim ited  incom e d u r in g  th e ir  re tire m e n t y e a rs?



Sam ple Q uestionnaire for In vestm en t O fficers

1. Do y o u  rec o m m e n d  in v e s tm e n ts  for p e rs o n s  w ho h av e  re t ire m e n t 
sav in g s?

2. W h a t in v e s tm e n t v eh ic le s  a re  ava ilab le  th ro u g h  y o u r  in s t i tu t io n ?

3. If y o u  have  a  fixed in co m e  portfo lio , w h a t h av e  th e  r e tu r n s  b e en  for 
th e  la s t  2 5  y e a rs?

4. Do y o u  h ave  a n  e q u ity  o r co m m o n  s to c k  fund(s) av a ilab le  a n d  if so 
w h a t h ave  th e  r e tu r n s  b e e n  over th e  la s t  25  y e a rs?

5. Do y o u  have  a  b o n d  fu n d  av a ilab le  a n d  w h a t h a v e  th e  r e tu r n s  b een  
over th e  p a s t  25  y e a rs?

6. A ssu m in g  th a t  a  p e rs o n  cam e  to y o u  w ith  $ 2 0 0 ,0 0 0  in  1980  a n d  
w a n te d  to w ith d raw  .05%  p e r m o n th  w ith  th e  portfo lio  b e in g  re -v a lu ed  
e a c h  J a n u a r y  1 s t w ith  th e  new  a m o u n t be in g  p a id  F e b ru a ry  1st 
th ro u g h  J a n u a r y  1 s t e a c h  y ea r, how  m u c h  m o n ey  w ou ld  be in  th e  
fu n d  to d a y  a n d  w h a t w ou ld  th e  m o n th ly  incom e h av e  b e e n  d u rin g  
th o se  y e a rs?

Sam ple Q uestionnaire for R etirees

1. A ssu m in g  th a t  y o u r  re t ire m e n t p la n  w as a rra n g e d  b y  y o u r  em ployer, 
w h a t type  of p la n  d id  y o u  h av e?

A) A p la n  w ith  a  fixed in co m e  b a se d  on  e a rn in g s  d u r in g  w ork ing  
y e a rs .

B) A m o n ey  p u rc h a s e  p la n  w h ere  fu n d s  w ere a c c u m u la te d  b u t  th e  
in v e s tm e n t d e c is io n s  a n d  p a y  o u t  m e th o d s  a re  d e te rm in e d  by  you .



2. Tell m e w h a t m e th o d s  y o u  u se d .

3. W h a t h av e  y o u  d o n e  a b o u t  h e a l th  in s u ra n c e ?

4. H ave y o u  co n s id e re d  c a rry in g  long  te rm  c a re  in s u ra n c e ?  If so, do y o u  
now  c a rry  long  te rm  c a re  in s u ra n c e ?  Tell m e a b o u t  it.



Appendix B

Standard Medigap Plans

Following is a list of the 10 standard plans and 
the benefits provided by each:

(the basic policy) consists of 
these basic benefits:

• Coverage for the Part A  coinsurance amount
($190 per day in 1997) for the 61st through the
90th day of hospitalization in each Medicare 
benefit period.

• Coverage for the Part A  coinsurance amount
($380 per day in 1997) for each o f M edicare's
60 non-renewable lifetim e hospital inpatient 
reserve days used.

• A fter  all M ed icare  h o sp ita l b en e fits  are 
exhausted, coverage for 100% o f  the Medicare 
Part A eligible hospital expenses. Coverage is 
limited to a maximum o f 365 days o f additional 
inpatient hospital care during the policyholder’s 
lifetime. This benefit is paid either at the rate 
Medicare pays hospitals under its Prospective 
Payment System (PPS) or under another appro­
priate standard o f  p a y m en t for h o sp ita ls  
not subject to the PPS.

• Coverage under Medicare Parts A and B for the 
reasonable cost o f the first 3 pints o f blood or 
equivalent quantities o f  packed red blood cells 
per calendar year unless replaced in accordance 
with federal regulations.

• Coverage for the coinsurance amount for Part 
B services (generally 20% o f approved amount; 
50% of approved charges for outpatient mental 
health services) after $100 annual deductible is 
met.

includes the basic benefit plus:

• Coverage for the M edicare Part A inpatient 
hospital deductible ($760  per benefit period 
in 1997).

FLANB

includes the basic benefit plus:

• Coverage for the Medicare Part A deductible.

• Coverage for the skilled nursing facility care 
coinsurance amount ($95 per day for days 21 
through 100 per benefit period in 1997).

• Coverage for the Medicare Part B deductible 
($100 per calendar year in 1997).

• 80% coverage for m edically necessary emer­
gency care in a foreign country, after a $250  
deductible.

includes the basic benefit plus:

• Coverage for the Medicare Part A deductible.

• Coverage for the skilled nursing facility care 
daily coinsurance amount.

• 80% coverage for m edically necessary emer­
gency care in a foreign country, after a $250  
deductible.

• Coverage for at hom e recovery. The at home 
recovery benefit pays up to $1,600 per year 
for short-term , at hom e assistan ce  w ith  
activities o f daily living (bathing, dressing, 
personal hygiene, etc.) for those recovering 
from an illn ess , injury or surgery. There 
are variou s b e n e fit  requ irem ents and 
limitations (see page 15).

includes the basic benefit plus:

• Coverage for the Medicare Part A deductible.

• Coverage for the skilled nursing facility care 
daily coinsurance amount.

• 80% coverage for medically necessary emer­
gency care in a foreign country, after a $250  
deductible.

|  • Coverage for preventive medical care. The 
preventive m edical care benefit pays up to 
$120 per year for such things as a physical 

. exam ination, serum cholesterol screening, 
hearing test, diabetes screenings, and thyroid 
function test.

PLAND



P E A N F includes the basic benefit plus: PLANE includes the basic benefit plus:

Coverage for the Medicare Part A  deductible.

Coverage for the skilled nursing facility care 
daily coinsurance amount.

Coverage for the Medicare Part B deductible.

8.0% co v era g e  for m e d ic a lly  n e cessa ry  
emergency care in a foreign country, after a 
$250 deductible.

Coverage for 100% o f M edicare Part B excess  
charges.*

includes the basic benefit plus:

’ Coverage for the Medicare Part A  deductible.

’ Coverage for the skilled nursing facility care 
daily coinsurance amount.

’ Coverage for 80% o f  M edicare Part B excess 
charges.*

• 80% coverage for medically necessary emergency 
care in a foreign country, after a $250 deductible.

• Coverage for at home recovery (see Plan D).

includes the basic benefit plus:

• Coverage for the Medicare Part A  deductible.

• Coverage for the skilled nursing facility care 
daily coinsurance amount.

• 80% coverage for m edically necessary emer­
gency care in a foreign country, after a $250  
deductible.

• Coverage for 50% o f the cost o f prescription 
drugs up to a m axim um  annual benefit o f  
$1,250 after the policyholder meets a $250 per 
year deductible (this is called the “basic” pre­
scription drug benefit).

Coverage for the Medicare Part A  deductible.

Coverage for the skilled nursing facility care 
daily coinsurance amount.

C overage for 100% o f  M edicare Part B 
excess charges.*

Basic prescription drug coverage (see Plan H 
for description).

80% coverage for medically necessary emer­
gency care in a foreign country, after a $250 
deductible.

Coverage for at home recovery (see Plan D).

includes the basic benefit plus:

Coverage for the Medicare Part A deductible.

Coverage for the skilled nursing facility care 
daily coinsurance amount.

Coverage for the Medicare Part B deductible.

C overage for 100% o f  M edicare Part B 
excess charges.*

80% coverage for medically necessary emer­
gency care in a foreign country, after a $250 
deductible.

Coverage for preventive medical care (see 
Plan E).

Coverage for at home recovery (see Plan D).

Coverage for 50% o f the cost o f prescription 
drugs up to a maxim um  annual benefit o f  
$3,000 after the policyholder meets a $250 per 
year deductible (this is called the “extended” 
drug benefit).

* Plan pays a specified percentage o f the difference between Medicare’s approved amount for Part B 
services and the actual charges (up to the amount of charge limitations set by either Medicare or state law).

Information from: 1997 Guide to Health Insurance for People with Medicare by 
National Association of Insurance Commissioners &
Health Care Financing Administration of the U.S. Department of Health & Human Services
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