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SURVEY DESIGN AND METHODS

THE KAISER FAMILY FOUNDATION AND THE HEALTH RESEARCH AND EDUCATIONAL TRUST
(KAISER/HRET) CONDUCT THIS SURVEY OF EMPLOYER-SPONSORED HEALTH BENEFITS. FOR
MANY YEARS THE INTERNATIONAL CONSULTING AND ACCOUNTING FIRM, BEARING POINT
(FORMERLY KNOWN AS KPMG), SUPPORTED THE STUDY. IN 1998, KPMG DIVESTED ITSELF OF
ITS COMPENSATION AND BENEFITS PRACTICE, AND PART OF THAT DIVESTITURE INCLUDED
DONATING THE ANNUAL SURVEY OF HEALTH BENEFITS TO HRET. HRET IS A NONPROFIT
RESEARCH ORGANIZATION AFFILIATED WITH THE AMERICAN HOSPITAL ASSOCIATION. THE
KAISER FAMILY FOUNDATION PROVIDES FINANCIAL SUPPORT AND CONDUCTS THIS SURVEY
IN PARTNERSHIP WITH HRET. THE FOUNDATION PROVIDES INDEPENDENT RESEARCH AND

ANALYSIS ON HEALTH POLICY ISSUES, AND IS NOT AFFILIATED IN ANY WAY WITH THE KAISER

PERMANENTE HEALTH PLAN.

Kaiser/HRET asked each par-
ticipating company as many
as 400 questions about its larg-
est conventional or indemmnity,
health maintenance organiza-
tion (HMO), preferred provider
organization (PPO) and point-of-
service (POS) health plans. This
year’s survey included questions
on the cost of health insurance,
offer rates, coverage, eligibility,
health plan choice, enrollment
patterns, premiums, employee
cost sharing, covered benefits,
prescription drug benefits, retir-
ec health benefits and general
policy perceptions and activities.

Kaiser/HRET retained National
Riesearehs sl @set (NIRY =tesstq
Washington, D.C.-based survey
research firm, to conduct tele-
phone interviews with human

NOTE:

resource and benefits managers.
NR conducted interviews from
January to May 2004.

RESPONSE RATE

Kaiser/HRET drew its sample
from a Dun & Bradstreet list of
the nation’s private and public
employers with three or more
workers. To increase precision,
Kaiser/HRET stratified the sam-
ple by industry and the number
of workers in the firm. Kaiser/
HRET attempted to repeat
interviews with prior years’ sur-
vey respondents (with at least
ten employees) who also par-
ticipated in 2002 and/or 2003.
As a result, 1,378 firms in this
year’s total sample of 1,925 firms
participated in either the 2002
and 2003 surveys.! The overall
response rate was 50%.

From previous years’ experi-
ence, we have learned that firms
that decline to participate in
the study are more likely not to
offer health benefits. Therefore,
we asked one question to all
firms in the study with which
we made phone contact where
the firm declined to participate.
The question was, “Does your
company offer or contribute to
a health insurance program as
a benefit to your employees?”
A total of 3,017 firms responded
to this question (including 1,925
who responded to the full survey
and 1,092 who responded to this
one question). Their responses
are included in our estimates of
the percentage of firms offering
health benefits.> The response
rate for this question was 78%.

in 2002, 2003, and 2004.

* In total, 305 firms participated in 2002 and 2004, 191 firms participated in 2003 and 2004, and 882 firms participated

2 Estimates for ExHiBITS 2.1 and 2.2 are based on the sample of 3,017 firms.

THE KAISER FAMILY FOUNDATION -AND- HEALTH RESEARCH AND EDUCATIONAL TRUST



FIRM SIZE DEFINITIONS,
ROUNDING, AND
IMPUTATION

Throughout the report, exhibits
categorize data by industry, size
of firm, and region. Firm size
definitions are as follows: 3-199,
All Small; and 200 or more work-
ers, All Large. Occasionally, firm
size categories will be broken
into finer groups. The All Small
group may be categorized by:
3-24 workers and 25-199 workers;
or 3-9 workers, 10-24 workers, 25-
49 workers, and 50-199 workers.
The All Large group may be
categorized by: 200-999 work-
ers, midsize; 1,000-4,999 work-
ers, large; and 5,000 or more
workers, jumbo. ExaIBIT M.1
shows detailed characteristics of
the sample.

Exnamir M.z displays the dis-
tribution of the nation’s firms,
workers, and covered workers (of
employees receiving coverage
from their employer). Among
the over three million firms
nationally, approximately 60%
are firms employing 3-9 work-
ers. In contrast, jumbo firms,
defined as firms with 5,000
or more workers, employ and
cover about 40% of employees.
Therefore, the smallest firms
dominate any national statis-
tics about what employers in
general are doing. In contrast,
jumbo employers are the most
important employer group in
calculating statistics regarding
covered workers, since they
employ the largest percentage
of the nation’s workforce.

Some exhibits in Health
Benefits 2004 do not sum up to
100% due to rounding effects.
Also due to rounding, numbers
in the text may be slightly differ-
ent from those in the exhibits.
Throughout the report, while
overall totals as well as totals for
size and industry are statistically
valid, some breakdowns may
not be available due to limited
sample sizes. In instances where
the sample size is less than 30,
exhibits include the notation
NSD (Not Sufficient Data).

"To control for item nonresponse
bias, Kaiser/HRET has tradition-
ally identified a select set of key
variables as needing complete
information from all surveyed
firms. These variables include
percentage changes in premi-
um costs for family coverage,
premium amounts, worker con-
tribution amounts, self-insur-
ance status, level of benefits,
prescription drug cost sharing,
copay and coinsurance amounts
for prescription drugs, and firm
workforce characteristics such
as average income and part-time
status. On average, less than five
percent of these observations
are imputed for any given vari-
able. The imputed values are
determined based on the distri-
bution of the reported values
within stratum defined by firm
size and region.

WEIGHTING AND
STATISTICAL SIGNIFICANCE

Because Kaiser/HRET selects
firms randomly, it is possible
through the use of statisti-
cal weights to extrapolate the
results to national (as well as
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regional, industry, and firm size)
averages. These weights allow
Kaiser/HRET to present findings
based on the number of workers
covered by health plans, the
number of total workers, and
the number of firms.

Calculation of the weights
follows a common approach.
First, the basic weight is deter-
mined, followed by a nonre-
sponse adjustment. As part of
this nonresponse adjustment,
Kaiser/HRET again conducted a
small follow-up survey of those
firms with 3-49 workers that
refused to participate in the full
survey. We concluded from this
nonresponse analysis that those
firms that did not even answer
the single question in the origi-
nal survey were more likely to
not offer health benefits. We
therefore applied an additional
nonresponse adjustment to the
weight to reflect this finding.

Next we trimmed the weights
in order to reduce the influ-
ence of weight outliers. First,
the weights were ranked from
largest to smallest based on their
proportion of the total weight
sum. Next, we identified trim-
ming cut points such that the
observations to be trimmed
contribute no more than five
percent towards the total weight
sum. We also tried to minimize
the number of nontrimmed
observations that exceed the cut
point after the trimming adjust-
ment. This method reduced the
variability in the weights and
maintained, with a few excep-
tions, the ordinal integrity of the
observation weights.
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Finally, we applied a post-strati-
fication adjustment. We use the
recently released Statistics of
U.S. Businesses conducted by
the U.S. Census as the basis
for the poststratification adjust-
ment.

The data are analyzed with
SUDAAN, which computes
appropriate standard error esti-
mates by controlling for the
complex design of the survey.
All statistical tests are performed
at the .05 level unless otherwise
noted. For figures with multiple
years, statistical tests are con-
ducted for each year against
the previous year shown. No
statistical tests are conducted for
years prior to 1996. Two types of
significance tests performed are
the tTest and the Chisquare
test.

HISTORICAL DATA

Data in this report focus pri-
marily on findings from sur-
veys jointly authored by the
Kaiser Family Foundation
and the Health Research and
Educational Trust, which have
been conducted since 1999.
Prior to 1999, the survey was con-
ducted by the Health Insurance
Association of America (HIAA)
and KPMG using the same sur-
vey instrument, but data is not
available for all the interven-
ing years. Following the survey’s
introduction in 1988, HIAA con-
ducted the survey through 199o,
but some data are not available
to us. KPMG also conducted the
survey from 1991-1998. However,

in 1991, 1992, 1994, and 1997,
only larger firms were sampled.

In 1993, 1995, 1996, and 1998,
KPMG interviewed both large
and small firms.
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This report uses data from the
1993, 1996, and 1998 KPMG
Surveys of Employer-Sponsored
Health Benefits and the 1999-
2003 Kaiser/HRET Survey of
Employer-Sponsored  Health
Benefits. For a longer-term per-
spective, we also use the 1988
survey of the nation’s employ-
ers conducted by the HIAA, on
which the KPMG and Kaiser/
HRET surveys are based. Many
questions in the HIAA, the
KPMG, and Kaiser/HRET sur-
veys are identical. The survey
designs among the three surveys
are also similar.
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Selected Characteristics of Firms in the Survey Sample, 2004

Sample Percentage of
Sample Distribution Total for
Size After Weighting i Weighted Sample
FIRM SIZE
Small (3-9 Workers) 139 1,938,414 59.5%
Small (10-24 Workers) 222 761934 234
Small (25-49 Workers) 172 274113 8.4
Small (50-199 Workers) 268 204408 6.3
Midsize (200-999 Workers) 392 56,516 1.7
Large (1,000-4,999 Workers) 389 16170 5
Jumbo (5,000 or More Workers) 343 7,810 2
ALL FIRM SIZES 1,925 3,259,365 100.0%
REGION
Northeast 423 654,193 20.1%
Midwest 524 779,350 239
South 620 1,090,571 33.5
West 358 735,251 22.6
ALL REGIONS 1,925 3,259,365 100.0%
INDUSTRY
Mining/Construction/Wholesale 191 602,666 18.5%
Manufacturing 252 226,340 6.9
Transportation/Communications/Utilities 104 128,374 3.9
Retail 185 442,772 13.6
Finance 150 214504 6.6
Service 587 1419385 435
State/Local Government 284 47,702 1.5
Health Care 172 177,622 5.4
ALL INDUSTRIES 1,925 3,259,365 100.0%

SOURCE:
I

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2004.
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Distribution of Employers, Workers, and Workers Covered by Health Benefits, by Firm Size, 2004
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Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2004.

Note: Data are based on a special data request from the U.S. Census Bureau’s most

recent Statistics of U.S. Businesses. State and local government data are from
the Census of Governments.
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