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Introduction

As employers continue to struggle in the uncertain U.S. economy and deal with
the consequences of the Affordable Care Act, many are implementing innovative
strategies to control costs and provide employees with crucial health and wellness
benefits.

While employers’ level of confidence about offering health care benefits in the
future is beginning to wane, most employers (71%) remain very confident that
they will continue to offer health benefits five years from now.' In addition, a
growing number of employers are making their wellness programs accessible to
spouses and children, and many employers continue to increase the level of
incentives dependents can earn for participating in health improvement
programs.

The results of this survey indicate that employers will continue to design and
implement innovative changes to their health plans for controlling costs as well
as maintaining compliance with the Affordable Care Act.

! National Business Group on Health/Towers Watson, 16™ Annual Employer Sutvey on
Purchasing Value in Health Care, Survey Report, March 2011.

This Survey Report was funded by the members of the National Business Group on Health and is for their exclusive use. To protect the proprietary and confidential information
included in this material, it can only be shared, in either print or electronic formats, within and among Business Group member companies. All other uses require permission from the
Business Group. 2011 National Business Group on Health.




August 2011 sSurveyReport 2

This Survey Report is for National Business Group on Health members. It should not be reproduced or quoted without permission from the National Business Group on Health.

Key Findings

Changes as a Result of Health Care Legislation

As regulations from the Affordable Care Act continue to come into effect, employers are
planning and making changes for the future. Employers with annual benefit limits in place
are beginning to remove those limits in anticipation of the complete ban in 2014. In
addition, 19% of employers are already planning to increase the amount of incentives an
employee can earn beyond the current 20% of total plan costs threshold as soon as the
threshold is extended to 30% in 2014.

As predicted, many employers with grandfathered health plans are not planning to keep
their grandfathered status for 2012, but nearly a quarter of employers (23%) will still have
at least one grandfathered health plan.

Medical Plan Costs

Employers estimated an average increase in health care costs to be 7.4% for 2011, with
reported estimates ranging from no increase to a 15% increase. For 2012, employers are
estimating a similar increase of approximately 7.2%.

In this year’s survey, increasing employee cost-sharing was the most effective method for
controlling costs, according to 25% of respondents. Although only 17% of employers
indicated that wellness initiatives were the most effective tactic to control costs, 64%
agreed that it was one of the top three most effective tactics in controlling costs.

In 2012, 63% of employers will increase the employee percentage contribution to premium
costs, and 39% will increase in-network deductibles. Most employers will increase those
amounts by less than 10%.

Consumer-Directed Health Care

More employers will be offering a consumer-directed health plan (CDHP) in 2012 than in
previous years, with 73% planning to offer at least one CDHP next year. In addition, 17%
of employers have or will move to a full replacement CDHP design in 2012. The most
common type of CDHP employers will offer next year is a high-deductible health plan
(HDHP) with a health savings account (HSA) (75%).

The most common method employers use to load health accounts is by contributing a pre-
determined amount per participant, with 59% of employers with HSAs doing so, and 84%
doing the same for health reimbursement accounts (HRA).

Healthy Lifestyles and Incentives
Among employers that offer incentives for healthy lifestyles, the average amount an
employee could possibly earn is $383 a year, compared to $303 that a dependent could

€arn.

While there are still wellness programs for which only employees are eligible to participate,
many employers are allowing spouses and children to access and utilize their online and
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Figure 1. Number of U.S. Employees
(Number of Responses=83)
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Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 2: Default Health Plan for New Hires
(Number of Responses=78)

Other Most E)opular
o plan

13% 9%

Only one plan
6% Least costly
' plan for
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18%

Have not
decided - Least costly
27% plan for
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27%
Note: Other responses included: medium coverage plan; consumer-directed health plan; new plan designed to

meet the ACA provisions; and union contract dictates default plan.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.




August 2011 SURVEY

This Survey Report is for National Business Group on Health members. 1t should not be reproduced or quoted withont permission from the National Business Group on Health.

Figure 3: Employers Keeping Grandfathered Plan Status
(Number of Responses=81)
Don't know

9% Yes

No, none of my
benefit options

kept No, will drop
grandfathered grandfathered
status in 2011 status in 2012

49% 19%

Source: National Business Group on Health, Large Employers’ 2012 Healtlh Plan Design Changes, August 2011.

Figure 4: Changes to Annual Benefit Limits in 2012
(Number of Responses=81)

Preventive and wellness services

Mental health and substance abuse services

Rehabilitative services and devices

Emergency services

Pediatric services

Outpatient services

Prescription drugs

Infertility treatments

Hospitalization

Laboratory services

Autism coverage

59%

No changes

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Healtlh Plan Design Changes, August 2011.
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Figure 5: Employee Groups Expected To Find Health Exchanges a Viable
Option
(Number of Responses=81)

Retirees 53%
COBRA plan participants
Current part-time employees
Spouses or dependents

Current full-time employees

None

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Laroe Employers’ 2012 Health Plan Design Changes, August 2011.

Figure 6: Employers Expecting to Increase Incentives in 2014
(Number of Responses=81)
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Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 7: Employer Reactions to Taxation of Federal Retiree Drug Subsidies
(Number of Responses=31)

Drop primary coverage for retirees and
provide wraparound (secondary) coverage

Move to EGWP

Drop primary coverage and subsidize their
Part D premiums

Drop primary coverage and subsidize their
Medicare Advantage premiums

Other

Under review

No changes

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Healtl Plan Design Changes, August 2011.




9 SURVEY August 2011

This Survey Report is for National Business Group on Health members. 1t should not be reproduced or quoted without permission from the National Business Group on Health.

Figure 8: Dropping Primary Retiree Health Benefits for Medicare-Eligible
Retirees as the “Donut Hole” Closes
(Number of Responses=39)
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Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.

Figure 9: Continued Employer Participation in Medicare Advantage
(Number of Responses=12)

Continue
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Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 10: Most Effective Steps to Control Health Care Costs
(Number of Responses=77)

W Most Effective Tactic [1Second Most Effective Tactic
" Third Most Effective Tactic

Increased employee cost-sharing

Consumer—directed health plan (CDHP)

Wellness initiatives to improve employee
health

Care management

17%
12%

G 19%

Pharmacy benefit design changes
Utilization management
Disease/condition management
Dependent eligibility audit

Specialty drug management initiative
Quality-focused tier networks

Other

Note: Respondents were allowed to select more than one option.

Note: Other responses included: vendor management; switching PBMs; switching from copays to
coinsurance; and network optimization.

Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 11: Employee Cost-Sharing Tactics
(Number of Responses=72)

B Will increase by 10% or more ['Will increase by less than 10%

Employee percentage contribution to the
premium cost

In-network deductibles
Out-of-network deductibles
Out-of-pocket maximums 12%
Copay/coinsurance for primary care [&24)

Copay/coinsurance for specialist care [
0

Copay/coinsurance for retail pharmacy

Copay/coinsurance for mail-order pharmacy

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.




August 2011 SURVEY

This Survey Report is for National Business Group on Health members. 1t should not be reproduced or quoted withont permission from the National Business Group on Health.

Figure 12: Prevalence of Different Types of Tiers in Employer Health Plans
(Number of Responses=72)

Employee only — 100%

Family coverage 85%

Employee and spouse
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Employee, spouse and three children (or more)
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Employee, spouse and five children (or more)

Employee and child(ren) 53%
Employee and two children (or more)
Employee and three children (or more)

Employee and four children (or more)

Employee and five children (or more)

31%

Employee + 1 (spouse or child)
Employee + 2 (or more) 0 3%
Employee + 3 (or more) 0 3%
Employee + 4 (or more) | 1%

Employee + 5 (or more) | 0%

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 13: Use of Reference Pricing for Selected Medical Services
(Number of Responses=75)

Pharmacy (e.g., member pays the
difference between generic and brand)

39%
Labs | 1%
Imaging | 1%
Primary care services | 1%

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.

Figure 14: Encouraging Use of Centers of Excellence and Second Opinion
Services

B Reduced or eliminated copays ['Reduced or eliminated coinsurance
" Offer the program with no incentive Do not offer this program or service
&2 Other

Centers of excellence for

57%
transplants

(Number of Responses=53) 4

Centers of excellence for selected

conditions other than transplants
(Number of Responses=46)

46%

45%

Second opinion services
45%

(Number of Responses=31)

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.



August 2011 SURVEY

This Survey Report is for National Business Group on Health members. 1t should not be reproduced or quoted withont permission from the National Business Group on Health.

Figure 15: CDHP Offerings in 2012 and 2011

2012 Yes, full

replacement Yes, full
17% replacement

20%

Yes, as an Yes, as an
option option
56% 41%
Number of Responses=75 Number of Responses=69

Source: National Business Group on Health, Large Employers’ 2012 Healtl Plan Design Changes, August 2011.
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Figure 16: Prevalence of Consumer-Directed Health Plan Types in 2012
(Number of Responses=55)

m 2012 12011

HDHP with HSA
HDHP with HRA
HDHP with HRA and FSA

Other plan type with HRA

Lower deductible health plan that
promotes consumerism

HDHP without a health account*
HDHP with FSA

Other

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 17: Employer Contribution to Health Savings Accounts
(Number of Responses=41)

A predetermined amount per participant — 59%

Seeded funds in new accounts _ 24%
Incentives for completing wellness program [N 22%

Matching contribution - 10%

Incentives based upon a health outcome other o
than tobacco-use status - 10%

Incentives for completing an online benefits .
education course I 0%

Incentives based upon tobacco-use status 0%
other [l 5%

No employer contribution _ 20%

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 18: Employer Contribution to Health Reimbursement Accounts
(Number of Responses=19)

Predetermined amount per participant — 84%

Incentives for completing an online benefits
. 21%
education course _ 0

Incentives for completing a wellness program - 16%

Seeded funds in new accounts - 16%

Incentives based upon a health outcome other o
than tobacco-use status - 11%

Incentives based upon tobacco-use status . 5%

Matching contribution ' 0%

otner [N 15%

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.

Figure 19: Loading of Funded Medical Accounts
(Number of Responses=45)

Other

Monthly 9%

13%

Quarterly At the
4% beginning/
end of the
year
74%

Note: Other responses included: per pay period contributions; splitting half of the amount at the beginning
of the year and the other half loaded monthly; and it varies based on whether it is the HSA or HRA.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.



August 2011 SURVEY

This Survey Report is for National Business Group on Health members. 1t should not be reproduced or quoted withont permission from the National Business Group on Health.

Figure 20: Prevalence of On-Site Health Clinics in at Least One Business Site
(Number of Responses=75)

Yes

No, none 37%

planned
47%

No, but
considering
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Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.

Figure 21: Services Provided at On-Site Health Clinics
(Number of Responses=77)

W All clinics [ 'Most clinics [ Some clinics

4%4%
Occupational health

Health improvement programs

Acute care

Primary care

On-site employee assistance programs
Chronic care management

Pharmacy services

Selected specialty care

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 22: Coverage of Treatments for Obesity and Severe Obesity
(Number of Responses=0606)

Gastric bypass surgery

Laparoscopic adjustable gastric band surgery

Non-surgical treatments for adults who are
obese, other than medications

FDA-approved medications

Physician-recommended treatments for
children identified as obese

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 23: Programs for Overweight and Obese Employees, Spouses/
Domestic Partners and Children
(Number of Responses=67)

®mEmployees ' Spouses/Domestic Partners [ Children

79%
Online weight management tools

Telephonic or online health coaching for
weight management

Community programs with company
administrative or financial support (e.g.,
Weight Watchers)

Support groups for weight management at
work

On-site weight management programs led by
trained medical personnel (i.e., registered
nurse, registered dietician, etc.)

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 24: Role of Incentives in Encouraging Participation in Healthy Lifestyles
Programs
(Number of Responses=67)

Discounts or other cash incentives for
ST ) 58%
participation in healthy lifestyles programs
Incentives based upon tobacco-use status _ 43%

Incentives based upon achievement of specific _ 30%
health outcomes other than tobacco-use status

Lotteries for large prizes (>$1,000) - 16%

Surcharges for non-participation in healthy
. L 12%
lifestyles programs or activities

Health assessment participation required for

0,
access to other incentives 40%

Healthy lifestyles activities participation required

16%
for access to preferred plans 6%

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.

Figure 25: Annual Incentive Amounts for Healthy Lifestyles

“ Employee | Dependent

Mean $383 $303
Median $300 $250
Minimum $50 $50
Maximum $1,000 $750
Number of Responses 43 25

Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 26: Employee Cost-Sharing Strategies for Pharmacy
(Number of Responses =72)

W Will increase by 10% or more [ !Will increase by less than 10%
3%

Copay/coinsurance for
retail pharmacy

Copay/coinsurance for
mail-order pharmacy

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.

Figure 27: Pharmacy Benefit Management Techniques in 2012
(Number of Responses =75)

® 2012 12011

Prior authorization ﬁg&%

Quantity limits" 72%
Step therapy 880
Three-tier design By,

Mandatory mail-order for maintenance 45%
. . 2 7%
medications
Mandatory generic substitution _ 3;8//3
Dose optimization 3%,
Mandatory formulary %
Separate deductible for pharmacy benefits fsff%
Four-tier design 168
Other 5%

T'Quantity limits were not asked about in 2011.

2When an employer implements mandatory mail-order, the employee may still receive his or her
medications through retail. However, the employer only pays the equivalent to the mail-order cost level
and the employee is responsible for the remaining portion.

Note: Respondents were allowed to select more than one option.

Note: Other responses included: pharmacogenomics; five-tier design; and education programs.
Source: National Business Group on Health, Large Employers’ 2012 Healtlh Plan Design Changes, August 2011.
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Figure 28: Specialty Pharmacy Management Techniques in 2012
(Number of Responses =75)

W 2012 112011
Prior authorization

Step therapy

Utilization management
Preferred network
Carve out of health plan

Dose optimization

Quantity limits*

Mandatory mail-order?

Four-tier or higher formulary
Other

I Quantity limits were not asked about in 2011.

2When an employer implements mandatory mail-order, the employee may still receive his or her
medications through retail. However, the employer only pays the equivalent to the mail-order cost level
and the employee is responsible for the remaining portion.

Note: Respondents were allowed to select more than one option.

Note: Other responses included: pharmacogenomics; five-tier design; and education programs.

Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 29: Retiree Medical Coverage by Employment Type
(Number of Responses =73)

Post-65 Pre-65 coverage I A portion of All current I Current 65+ Current pre-65
supplemental for new hires actives (i.e., actives retirees retirees

coverage for new ! grandfathered
hires | group)

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 30: Retiree Offerings in 2012
(Number of Responses =43)

Provide primary coverage and take the 28%
drug subsidy

Offer a Medicare Advantage plan (MA)

Provide wraparound (secondary) coverage

Offer a Medicare Part D plan (Prescription
Drug Plan [PDP]/MA-PD)

Provide a subsidy for retirees to enroll in a
Medicare Advantage plan

Provide a subsidy for retirees to enroll in a
Medicare Part D plan

Note: Respondents were allowed to select more than one option.

Note: Other responses included: offering an Employer Group Waiver Plan (EGWP); offering a retiree
health reimbursement account; and offering an access only plan.

Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Figure 31: Strategies for Controlling Retiree Health Care Costs
(Number of Responses =58)

B Currently Doing [ Considering

. . 0,
Cap on company contributions 45%

Increase employee contributions

Eliminate coverage for future retirees
(e.g., those hired after 1/1/11)

Move to access only plan

Increase cost-sharing requirements
Raise drug copay or coinsurance
Account-based plan

Eliminate coverage for current retirees

Reduce or eliminate coverage for
dependents and spouses

Other

Note: Respondents were allowed to select more than one option.
Source: National Business Group on Health, Large Employers’ 2012 Health Plan Design Changes, August 2011.
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Conclusion

Employers continue to face a multitude of challenges posed by rising health care costs, the
weak economy and the financial and administrative impact of complying with the
Affordable Care Act. As a result, employers are being more aggressive in controlling costs
and making certain that employees have more reasons to be more cost-sensitive
consumers. In addition, employers are now more committed to encouraging employees
and their families to maintain healthy lifestyles than ever before. Employers are also
increasing the number and quality of health improvement programs that are available to
spouses and children, and further encouraging participation with financial incentives.

Other Resources

For other sources of information relating to changes in plan design, please see the
following resources.

¢ National Business Group on Health, Large Employers’ 2011 Plan Design Costs, Survey
Report, August 2010.
http://www.businessgrouphealth.org/members/secureDocument.cfmpdocID=2820

e National Business Group on Health/Towers Watson, 16" Annual Employer Survey on
Purchasing Value in Health Care, Survey Report, March 2011.
http://www.businessgrouphealth.org/members/secureDocument.cfm?docID=3059

e National Business Group on Health, Controlling Health Care Costs: What Employers
Should Do, Top Solutions, January 2011.
http://www.businessgrouphealth.org/members/secureDocument.cfmrdocID=3025
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