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The Patient Protection and Af-
fordable Care Act (PPACA) is 
now law, and the regulations sup-
porting this monumental piece of 
legislation have been pouring in 
ever since. Like many of you, I 
have been spending a great deal of 
time trying to determine what the 
compliance issues and practical 
applications of the PPACA will be 
for employers. My conclusions? 
First and foremost, health reform 
is a process and not an event. The 
outlook changes daily. Try looking 

at it this way: if the healthcare in-
dustry is 16% of our GDP in the 
United States, then the PPACA has 
effectively written new rules for a 
market economy larger than that of 
the United Kingdom, Brazil, Italy, 
Spain or Canada. Our healthcare 
industry alone is roughly equiva-
lent in size to the total GDP of 
France. Like our national debt, the 
numbers are simply too large to 
easily understand and forecast with 
any accuracy. But amid the politics 
and the chaos of the PPACA lies a 
tremendous opportunity for human 
resource professionals to lead their 
organizations toward new and bet-
ter strategic objectives.  
Review Your Strategy
I suggest starting with a thorough 
review of your health benefits and 
total compensation strategy. There 
is nothing in ERISA, the PPACA 
or any other law that says an em-
ployer must offer health insurance 
to employees and their families. 
All the onerous laws and regula-
tions apply only if you do offer a 
health plan. That said, if you do 
not offer health benefits today, 
your organization runs the risk 
of losing key employees, lower-
ing morale and productivity, and 
being unable to attract top talent. 

Whether subject to collective bar-
gaining agreements or not, health-
care employers would obviously 
have additional concerns within 
their communities by not offering 
affordable coverage to employees. 
However, at some point after Janu-
ary 1, 2014 and before 2018, that 
assumption may no longer hold 
true. One reason is that the pay or 
play provisions of the PPACA will 
give employers an easy escape 
from the stranglehold of employ-
er-sponsored health plans. It’s fair 
to say a great number of them will 
gladly pay the penalties and hand 
most of the cost and the entire 
administrative burden over to the 
new State Insurance Exchanges. A 
giant party will ensue as the heavy 
compliance risk vaporizes and em-
ployers go back to running their 
business and not their health plans. 
As an employer and healthcare 
provider, will your organization 
take advantage of being one of the 
few who offer their employees a 
tailored private plan, or will you 
join the Terminated Plan party? If 
you commit to sponsoring a pri-
vate health plan, what will the op-
portunity cost be? If your competi-
tors begin applying resources-once 
siphoned off by medical plans and 
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premiums-towards enhancing oth-
er benefits, how will you respond? 

As baby boomers retire and pa-
tient loads increase, attracting and 
retaining a skilled workforce will 
be challenging. This will be espe-
cially true when unemployment 
levels return to historical norms. 
Employers who wait until 2014 to 
decide if or how a private health 
plan will be part of their total com-
pensation strategy will be at a sub-

stantial competitive disadvantage.
Examine Your Options - Closely
Some may argue the PPACA’s 
burdensome employer regulations 
and weak individual incentives 
are unintended consequences and 
will be fixed before 2014. I don’t 
buy it. Incentivizing employers 
to drop their private health plans 
appears to be an intended conse-
quence, and the new rules make it 
rather obvious. Grandfathering is 

a smoke screen. It is certainly not 
intended to “allow you to keep the 
coverage you now have.” Spend 
five minutes alone with the regula-
tions detailing all the triggers for 
losing grandfathered status and 
you can draw no other conclusion. 
Surprisingly, there are relatively 
few advantages to grandfathering, 
and it’s only a question of when – 
not if – you lose grandfathered sta-
tus. Yes, the internal appeals rules 
are scary, but just make sure you 
understand how health benefits fit 
into your new strategic objectives 
before you worry too much about 
all of these “interim final regula-
tions.” If your benefits advisor, 
TPA and health insurer have any 
hope of remaining in business, 
they will certainly help you with 
the compliance part.  Your primary 
role should be strategic. 
In addition to grandfathering, 
many other aspects of the PPACA 
support the argument for strategic 
thinking from HR departments. 
For example, without corrections, 
the small individual penalties for 
going uninsured combined with the 
removal of pre-existing condition 
and lifetime maximums could eas-
ily nail the coffin shut on the pri-
vate group health insurance mar-
ket. It may take a couple of years 
after 2014 for the adverse selection 
to kick in, but private options for 
smaller employers outside of the 
State Exchanges will dry up faster 
than your sinuses in the Sahara. So 
why should you spend valuable 
time and resources keeping your 
health plan the focal point of your 
benefits package when it may not 
be in play much longer? Most em-
ployers will turn the boat around 
and float with the current into the 
Exchanges. Your employees, par-
ticularly the younger ones, will 
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be asking you about the Exchange 
options for coverage. In the health-
care industry, unless you provide 
substantial subsidies for employ-
ees and dependent premiums and 
communicate the advantages over 
the coverage options available 
through the Exchanges, you most 
likely will have to consider termi-
nating your employer-sponsored 
Plan before 2018 as well. 

Adjust Your Focus - Strategically

Take this opportunity to advance 
your total compensation program 
and improve your ability to retain 
Baby Boomers and attract young-
er generations at the same time. 
Upgrade your payroll system and 
integrate it with your human re-
sources platform to accommodate 
24/7 access and employee self-ser-
vice. I won’t go into the cost bene-
fit analysis of integration here, but 
it’s safe to say that if your payroll 
and human resource systems don’t 
play nicely together, you are likely 
wasting countless hours maintain-
ing outdated platforms that are 
prone to errors. If an employee has 
a life event and notifies her super-

visor, that supervisor should have 
one step to take that, after the ap-
propriate approvals are given, up-
dates the personnel file, triggers 
COBRA, changes payroll deduc-
tions and to the delight of CFOs 
everywhere, gets posted to the 
general ledger as well. This is one 
of the primary methods of advanc-
ing human resource professionals 
out of daily task oriented duties 
and into strategic planning within 
any organization. You simply can’t 
compete for very long using DOS 
when living in a biometric and 
cloud computing world. 

As I’m sure you’ve heard, every 
employer will have to include the 
cost of health benefits on the W-2s 
in 2012 for coverage provided in 
2011. Despite the viral emails 
claiming your health premiums 
will be taxable income (they will 
not), this will be a simple reporting 
adjustment. But it is a great time to 
evaluate how your workflow could 
be improved with integrated pay-
roll, time and attendance, benefits 
and leave administration and HR 
management systems. Use the W-2 

and E-Verify reporting require-
ments as an excuse to act before 
the new compliance deadlines. 

While PPACA compliance is not 
optional and will require resources, 
I encourage you to capitalize on 
this historic strategic opportunity to 
reposition for success. This is vital 
whether your organizational goals 
are for growth, market share, profit, 
improved patient care, employee 
work/life balance, cost control, or 
all of the above. Now is the perfect 
time for HR professionals to take 
advantage of the changes coming 
from healthcare reform and start 
asking the big strategic questions. 
The answers may surprise you. 
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