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Survey Design and Methods

The Kaiser Family Foundation and the Health Research & Educational Trust
(Kaiser/HRET) conduct this annual survey of employer-sponsored health benefits.
HRET, a nonprofit research organization, is an affiliate of the American Hospital
Association. The Kaiser Family Foundation designs, analyzes, and conducts this survey
in partnership with HRET, and also pays for the cost of the survey. HRET subcontracts
with researchers at National Opinion Research Center (NORC) at the University of
Chicago, who work with Foundation and HRET researchers in conducting the study.
Kaiser/HRET retained National Research, LLC (NR), a Washington, D.C.-based survey
research firm, to conduct telephone interviews with human resource and benefits
managers using the Kaiser/HRET survey instrument. From January to May 2010 NR
completed full interviews with 2,046 firms.

Survey Topics

As in past years, Kaiser/HRET asked each participating firm as many as 400 questions
about its largest health maintenance organization (HMO), preferred provider
organization (PPO), point-of-service (POS) plan, and high-deductible health plan with a
savings option (HDHP/SO)." In 2006, Kaiser/HRET began asking employers if they had
a health plan that was an exclusive provider organization (EPO). We treat EPOs and
HMOs together as one plan type and report the information under the banner of “HMO”;
if an employer sponsors both an HMO and an EPO, they are asked about the attributes
of the plan with the larger enrolliment.

New topics in the 2010 survey include questions on eligibility for dependent coverage,
coverage for care received at retalil clinics, health plan changes as a result of the Mental
Health Parity and Addiction Equity Act of 2008, and disease management. As in past
years, this year’'s survey included questions on the cost of health insurance, offer rates,
coverage, eligibility, enrollment patterns, premiums,? employee cost sharing, prescription
drug benefits, retiree health benefits, wellness benefits, and employer opinions.

Response Rate

After determining the required sample from U.S. Census Bureau data, Kaiser/HRET
drew its sample from a Survey Sampling Incorporated list (based on an original Dun and
Bradstreet list) of the nation’s private employers and from the Census Bureau’s Census
of Governments list of public employers with three or more workers. To increase
precision, Kaiser/HRET stratified the sample by industry and the number of workers in
the firm. Kaiser/HRET attempted to repeat interviews with prior years’ survey
respondents (with at least ten employees) who also participated in either the 2008 or the

! HDHP/SO includes high-deductible health plans offered with either a Health Reimbursement
Arrangement (HRA) or a Health Savings Account (HSA). Although HRAs can be offered along
with a health plan that is not an HDHP, the survey collected information only on HRAs that are
offered along with HDHPs. For specific definitions of HDHPs, HRAs, and HSAs, see the
introduction to Section 8.

2 HDHP/SO premium estimates do not include contributions made by the employer to Health
Savings Accounts or Health Reimbursement Arrangements.
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2009 survey, or both. As a result, 1,547 firms in this year's total sample of 2,046 firms
participated in either the 2008, 2009, or both surveys.® The overall response rate is
47%.

The vast majority of questions are asked only of firms that offer health benefits. A total
of 1,892 responding firms indicated that they offered health benefits. The overall
response rate of firms that offer health benefits is 48%.

We asked one question of all firms in the study with which we made phone contact
where the firm declined to participate. The question was, “Does your company offer a
health insurance program as a benefit to any of your employees?” A total of 3,143 firms
responded to this question (including 2,046 who responded to the full survey and 1,097
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 is
73%.

Firm Size Categories and Key Definitions

Throughout the report, exhibits categorize data by size of firm, region, and industry.

Firm size definitions are as follows: All Small, 3 to 199 workers; and All Large, 200 or
more workers. Occasionally, firm size categories will be broken into smaller groups.

The All Small group may be categorized by: 3 to 24 workers, and 25 to 199 workers; or 3
to 9 workers, 10 to 24 workers, 25 to 49 workers, and 50 to 199 workers. The All Large
group may be categorized by: 200 to 999 workers, 1,000 to 4,999 workers, and 5,000 or
more workers. Exhibit M.1 shows selected characteristics of the survey sample. Exhibit
M.3 identifies which states are in each region.

Exhibit M.2 displays the distribution of the nation’s firms, workers, and covered workers
(employees receiving coverage from their employer). Among the over three million firms
nationally, approximately 59.6% are firms employing 3 to 9 workers; such firms employ
8.3% of workers and 5.5% of workers covered by health insurance. In contrast, one
percent of firms are firms employing 1,000 or more workers; these firms employ 47.5%
of workers and 51.3% of covered workers. Therefore, the smallest firms dominate any
national statistics about what employers in general are doing. In contrast, firms with
1,000 or more workers are the most important employer group in calculating statistics
regarding covered workers, since they employ the largest percentage of the nation’s
workforce.

Throughout this report, we use the term “in-network” to refer to services received from a
preferred provider. Family coverage is defined as health coverage for a family of four.

Each year, the survey asks firms for the percentage of their employees that earn less
than a specified amount. This year, the income threshold remained at $23,000 per year.
This threshold is based on the 25th percentile of workers’ earnings as reported by the

% In total, 185 firms participated in 2007 and 2009, 367 firms participated in 2008 and 2009, and
939 firms participated in 2007, 2008, and 2009.

* Estimates presented in Exhibits 2.1, 2.2 and 2.3 are based on the sample of both firms that
completed the entire survey and those that answered just one question about whether they offer
health benefits.
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Bureau of Labor Statistics using data from the National Compensation Survey (2008),
the most current data available at the time of the survey design. The threshold was then
adjusted to account for the change in workers’ earnings from 2008 to 2009, using the
Bureau of Labor Statistics’ Employment Cost Index.

Rounding and Imputation

Some exhibits in the report do not sum to totals due to rounding effects. In a few cases,
numbers from distribution exhibits may not add to equal numbers referenced in the text
due to rounding effects. Although overall totals and totals for size and industry are
statistically valid, some breakdowns may not be available due to limited sample sizes.
Where the unweighted sample size is fewer than 30, exhibits include the notation “NSD”
(Not Sufficient Data).

To control for item nonresponse bias, Kaiser/HRET imputes values that are missing for
most variables in the survey. In general, less than 5% of observations are imputed for
any given variable. All variables are imputed following a hotdeck approach. In 2010,
there were four variables where the imputation rate exceeded 20% but was less than
30%. For these cases, the unimputed variable was compared with the imputed variable
and there is no statistically significant difference. There are a few variables that
Kaiser/HRET has decided should not be imputed; these are typically variables where
“don’t know” is considered a valid response option (for example, firms’ opinions about
effectiveness of various strategies to control health insurance costs).

Sample Design

We determined the sample requirements based on the universe of firms obtained from
the U.S. Census. Prior to the 2009 survey, the sample requirements were based on the
total counts provided by Survey Sampling Incorporated (SSI) (which obtains data from
Dun and Bradstreet). Over the years, we have found the Dun and Bradstreet frequency
counts to be volatile because of duplicate listings of firms, or firms that are no longer in
business. These inaccuracies vary by firm size and industry. In 2003, we began using
the more consistent and accurate counts provided by the Census Bureau’s Statistics of
U.S. Businesses and the Census of Governments as the basis for post-stratification,
although the sample was still drawn from a Dun and Bradstreet list. In order to further
address this concern at the time of sampling, we now also use Census data as the basis
for the sample.

We also define Education as a separate sampling category, rather than as a subgroup of
the Service category. Prior to 2009, Education firms were a disproportionately large
share of Service firms. Education is controlled for during post-stratification, and
adjusting the sampling frame to also control for Education allows for a more accurate
representation of both Education and Service industries.

In past years, both private and government firms were sampled from the Dun and
Bradstreet database. Beginning in 2009, Government firms were sampled in-house from
the 2007 Census of Governments. This change was made to eliminate the overlap of
state agencies that were frequently sampled from the Dun and Bradstreet database.

The sample of private firms is screened for firms that are related to state/local
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governments, and if these firms are identified in the Census of Governments, they are
reclassified as government firms and a private firm is randomly drawn to replace the
reclassified firm.

Finally, the data used to determine the 2010 Employer Health Benefits sample frame
include the U.S. Census’ 2006 Statistics of U.S. Businesses and the 2007 Census of
Governments. At the time of the sample design (December 2009), these data
represented the most current information on the number of public and private firms
nationwide with three or more workers. As in the past, the post-stratification is based on
the most up-to-date Census data available (the 2007 update to the Census of U.S.
Businesses was purchased during the survey field period) and the 2007 Census of
Governments. The Census of Governments is conducted every five years, and this is
the second year the data from the 2007 Census of Governments have been available for
use.

Weighting and Statistical Significance

Because Kaiser/HRET selects firms randomly, it is possible through the use of statistical
weights to extrapolate the results to national (as well as firm size, regional, and industry)
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. In general, findings in dollar amounts (such as premiums, worker contributions,
and cost sharing) are weighted by covered workers. Other estimates, such as the offer
rate, are weighted by firms. Specific weights were created to analyze the HDHP/SO
plans that are offered with an HRA or that are HSA-qualified. These weights represent
the proportion of employees enrolled in each of these arrangements.

Calculation of the weights follows a common approach. First, the basic weight is
determined, followed by a nonresponse adjustment. As part of this nonresponse
adjustment, Kaiser/HRET conducted a small follow-up survey of with small employers
that refused to participate in the full survey. The follow-up survey is conducted in order
to address concern regarding self-selection bias among small firms. Firms in the sample
with 3-49 workers that did not complete the full survey are contacted and asked (or re-
asked in the case of firms that previously responded to only one question about offering
benefits) whether or not the firm offers health benefits. As part of the process, we
conduct a McNemar test to verify that the results of the follow-up survey are comparable
to the results from the original survey. If the test indicates that the results are
comparable, a nonresponse adjustment is applied to the weights used when calculating
firm offer rates. This year, for the first time since we began conducting the follow-up
survey, the test indicated that the results from those answer the one question about
offering health benefits in the original survey and those answering the follow-up survey
were different (statistically significant difference at the p<0.05 level between the two
surveys), suggesting the results are not comparable. Therefore, we did not use the
results of this follow-up survey to adjust the weights as we have in the past. In the past,
the nonresponse adjustment lowered the offer rate for smaller firms by one to three
percentage points, so not making the adjustment this year makes the offer rate look
somewhat higher when making comparisons to prior years. For 2010, we saw a very
large and unexpected increase in the offer rate (from 60 percent in 2009 to 69 percent in
2010) overall and particularly for firms with 3 to 9 workers (from 46 percent in 2009 to 59
percent in 2010). While not making the adjustment this year added to the size of the
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change, there would have been a large and difficult to explain change even if a
nonresponse adjustment comparable to previous years had been made.

Next, we trimmed the weights in order to reduce the influence of weight outliers. First,
we identified common groups of observations. Within each group, we identified the
median and the interquartile range of the weights and calculated the trimming cut point
as the median plus six times the interquartile range (M + [6 * IQR]). Weight values larger
than this cut point are trimmed to the cut point. In all instances, less than one percent of
the weight values were trimmed.

Finally, we applied a post-stratification adjustment. We used the U.S. Census Bureau’'s
2007 Statistics of U.S. Businesses as the basis for the stratification and the post-
stratification adjustment for firms in the private sector, and we used the 2007 Census of
Governments as the basis for post-stratification for public sector firms.

We continue to ask firms whether or not they offer a conventional health plan and, if so,
how many of their covered workers are enrolled in that plan and whether it is self-funded
or underwritten by an insurer. However, due to the declining market share of
conventional health plans, in 2006, we stopped asking respondents additional questions
about the attributes of the conventional plans they offer.> As of 2009 our primary
covered worker weight no longer includes those workers with conventional coverage.
Therefore, premium and cost-sharing levels are estimated among workers covered by
an HMO, PPO, POS plan, or HDHP/SO. Removing workers covered by conventional
health insurance from the covered worker weight has little impact on the estimates
reported for “All Plans,” such as the average single or family premium. In cases where a
firm offers only conventional health plans, no information from that respondent is
included in “All Plan” averages. The exception is for whether or not the plan is self-
funded, for which we have information. For enrollment statistics, we weight the statistics
by all covered workers, including those in conventional insurance.

The survey contains a few questions on employee cost sharing that are asked only of
firms that indicate in a previous question that they have a certain cost-sharing provision.
For example, the copayment amount for prescription drugs is asked only of those that
report they have copayments for prescription drugs. Because the composite variables
(using data from across all plan types) are reflective of only those plans with the
provision, separate weights for the relevant variables were created in order to account
for the fact that not all covered workers have such provisions.

The data are analyzed with SUDAAN,® which computes appropriate standard error
estimates by controlling for the complex design of the survey.” All statistical tests are
performed at the 0.05 level, unless otherwise noted. For figures with multiple years,
statistical tests are conducted for each year against the previous year shown, unless
otherwise noted. No statistical tests are conducted for years prior to 1999.

® In 2010, 1% of covered workers are enrolled in a conventional plan.

® Research Triangle Institute (2008). SUDAAN Software for the Statistical Analysis of Correlated
Data, Release 10.0, Research Triangle Park, NC: Research Triangle Institute.

" A Technical Supplement with standard errors for select estimates for the 2010 Employer Health
Benefits Survey can be found online at www.kff.org/insurance/8085/index.cfm.
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Statistical tests for a given subgroup (firms with 25-49 workers, for instance) are tested
against all other firm sizes not included in that subgroup (all firm sizes NOT including
firms with 25-49 workers, in this example). Tests are done similarly for region and
industry; for example, Northeast is compared to all firms NOT in the Northeast (an
aggregate of firms in the Midwest, South, and West). However, statistical tests for
estimates compared across plan types (for example, average premiums in PPOSs) are
tested against the “All Plans” estimate. In some cases, we also test plan-specific
estimates against similar estimates for other plan types (for example, single and family
premiums for HDHP/SOs against single and family premiums for HMO, PPO, and POS
plans); these are noted specifically in the text. The two types of statistical tests
performed are the t-test and the Pearson Chi-square test.

The small number of observations for some variables, particularly variables specific to
plans with Health Savings Accounts or Health Reimbursement Arrangements, resulted in
large variability around the point estimates. These observations sometimes carry large
weights, primarily for small firms. The reader should be cautioned that these influential
weights may result in large movements in point estimates from year to year; however,
often these movements are not statistically significant.

Historical Data

Data in this report focus primarily on findings from surveys jointly authored by the Kaiser
Family Foundation and the Health Research & Educational Trust, which have been
conducted since 1999. Prior to 1999, the survey was conducted by the Health Insurance
Association of America (HIAA) and KPMG using a similar survey instrument, but data
are not available for all the intervening years. Following the survey’s introduction in
1987, the HIAA conducted the survey through 1990, but some data are not available for
analysis. KPMG 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. 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.

This report uses historical data from the 1993, 1996, and 1998 KPMG Surveys of
Employer-Sponsored Health Benefits and the 1999-2009 Kaiser/HRET Survey of
Employer-Sponsored Health Benefits. For a longer-term perspective, we also use the
1988 survey of the nation’s employers conducted by the HIAA, on which the KPMG and
Kaiser/HRET surveys are based. The survey designs for the three surveys are similar.

Employer Health Benefits 2010 Annual Survey

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

SpoyId]N pue udiso( £2aIng



Employer Health Benefits 2010 Annual Survey

Exhibit M.1
Selected Characteristics of Firms in the Survey Sample, 2010
Sample Percentage of
Distribution After | Total for Weighted
Sample Size Weighting Sample
FIRM SIZE
3-9 Workers 91 2,030,546 59.6%
10-24 Workers 211 795,120 23.3
25-49 Workers 170 282,541 8.3
50-199 Workers 300 211,879 6.2
200-999 Workers 470 60,925 1.8
1,000-4,999 Workers 483 17,545 0.5
5,000 or More Workers 321 8,242 0.2
ALL FIRM SIZES 2,046 3,406,798 100%
REGION
Northeast 416 662,248 19.4%
Midwest 579 776,201 22.8
South 678 1,167,470 34.3
West 373 800,879 235
ALL REGIONS 2,046 3,406,798 100%
INDUSTRY
Agriculture/Mining/Construction 126 421,087 12.4%
Manufacturing 201 209,101 6.1
Transportation/Communications/Utilities 121 128,114 3.8
Wholesale 105 193,150 5.7
Retail 142 423,924 12.4
Finance 130 234,153 6.9
Senice 893 1,345,065 39.5
State/Local Government 138 50,587 15
Health Care 190 401,617 11.8
ALL INDUSTRIES 2,046 3,406,798 100%
Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit M.2
Distribution of Employers, Workers, and Workers Covered
by Health Benefits, by Firm Size, 2010
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Note: Data are based on a special data request to the U.S. Census Bureau for their
most recent (2007) Statistics of U.S. Businesses data on private sector firms. State

and local government data are from the Census Bureau’s 2007 Census of 0200-999 Workers
Governments. H1,000-4,999 Workers
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010. @5,000 or More Workers
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Exhibit M.3
Respondent Disposition by Region and State, 2010

® Complets
® Incomplete

Offer Quastion Only

HAWAI

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010; U.S. Department of Commerce, Economics and
Statistics Administration, U.S. Census Bureau, available at http://www.census.gov/geo/www/us_regdiv.pdf.
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Cost of Health Insurance

The average annual premiums in 2010 are $5,049 for single coverage and $13,770 for

family coverage. Compared to 2009, the average premiums are about 5% and 3%

higher for single and family coverage, respectively.

Smaller firms (3-199 workers) have a lower average family premium ($13,250) than

larger firms (200 or more workers) ($14,038).

Premium Costs for Single and Family Coverage

The average cost of premiums for single coverage in 2010 is $421 per month or
$5,049 per year (Exhibit 1.1). The average cost of premiums for family coverage is
$1,147 per month or $13,770 per year (Exhibit 1.1).

The average premiums for covered workers in HDHP/SOs are lower for single and
family coverage than the overall average premiums for covered workers (Exhibit 1.1).

The average premium for family coverage for covered workers in small firms (3-199
workers) is lower than the average premium for workers in large firms (200 or more
workers) (Exhibit 1.2). The average single premiums are similar for covered workers
in small and large firms.

Average single and family premiums for covered workers are higher in the Northeast
and lower in the South than the average premiums for covered workers in other
regions (Exhibit 1.3).

Premiums also vary by plan funding and workforce attributes.

o Average single and family premiums are higher for covered workers in firms with
at least some union workers than for covered workers in firms with no union
employees (Exhibit 1.5 and 1.6).

o Covered workers in firms where 35% or more of workers are age 50 or older
have higher average single and family premiums than covered workers in firms
with a lower percentage of workers age 50 or older (Exhibits 1.5 and 1.6).

o Average single and family premiums are similar for covered workers in partially
or fully self-funded plans or in fully insured plans (Exhibit 1.5 and 1.6). However,
among large firms (200 or more workers), where most firms self fund their health
benefits, workers in firms that are self-funded have lower single and family
premiums than workers in firms that have insured benefits (Exhibits 1.5 and 1.6).

There is a great deal of variation above and below the average premiums for both
single and family coverage.

o Seventeen percent of covered workers are employed by firms that have a single
premium that is at least 20% higher than the average single premium of $5,049,
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while 20% of covered workers are in firms that have a single premium that is less
than 80% of the average single premium (Exhibit 1.7 and 1.8).

For family coverage, 20% of covered workers are employed in a firm that has a
family premium that is at least 20% higher than the average family premium of
$13,770, while 19% of covered workers are in firms that have a family premium
that is less than 80% of the average family premium (Exhibit 1.7 and 1.8).

Premium Changes Over Time

In 2010, the average annual single premium ($5,049) is 5% higher than the average
premium in 2009 ($4,824) and the family premium ($13,770) is about 3% higher than
the average annual family premium we reported last year ($13,375) (Exhibit 1.11).

O

The $13,770 average annual family premium in 2010 is 27% higher than the
average family premium in 2005 and 114% higher than the average family
premium in 2000 (Exhibit 1.11).

For the third year in a row, the average annual family premium for covered workers
in small firms (3-199 workers) is significantly lower than the average annual family
premium for covered workers in large firms (200 or more workers). The average
annual family premiums for covered workers in small and large firms have been
similar in most other earlier years (Exhibit 1.12).

O

The average annual family premiums for covered workers in small and large
firms have grown at similar rates between 2005 and 2010 (25% in small firms vs.
27% in large firms). Between 2000 and 2010, the average annual family
premium for covered workers in small firms increased 103%, compared to an
increase of 120% for workers in large firms (Exhibit 1.13).

For large firms (200 or more workers), the average annual family premium for
covered workers in firms that are fully insured has grown faster than for workers
in fully or partially self-funded firms from 2005 to 2010 (35% in fully insured firms
vS. 26% in self-funded firms) and from 2000 to 2010 (132% in fully insured firms
vs. 116% in self-funded firms) (Exhibit 1.14).
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Exhibit 1.1
Average Monthly and Annual Premiums for Covered Workers, Single
and Family Coverage, by Plan Type, 2010
Monthly Annual

HMO

Single Cowerage $428 $5,130

Family Coverage $1,177 $14,125
PPO

Single Cowerage $427 $5,124

Family Coverage $1,169 $14,033
POS

Single Cowerage $437 $5,239

Family Coverage $1,101 $13,213
HDHP/SO

Single Cowerage $373* $4,470*

Family Coverage $1,032* $12,384*
ALL PLAN TYPES

Single Cowerage $421 $5,049

Family Coverage $1,147 $13,770
* Estimate is statistically different from All Plans estimate (p<.05).
Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 1.2
Average Monthly and Annual Premiums for Covered Workers, by Plan Type and Firm
Size, 2010
Monthly Annual
Single Family Single Family
Coverage | Coverage | Coverage | Coverage
HMO
All Small Firms (3-199 Workers) $428 $1,107* $5,133 $13,285*
All Large Firms (200 or More Workers) 427 1,208* 5,129 14,492*
ALL FIRM SIZES $428 $1,177 $5,130 $14,125
PPO
All Small Firms (3-199 Workers) $431 $1,145 $5,169 $13,735
All Large Firms (200 or More Workers) 425 1,180 5,104 14,161
ALL FIRM SIZES $427 $1,169 $5,124 $14,033
POS
All Small Firms (3-199 Workers) $429 $1,069 $5,145 $12,825
All Large Firms (200 or More Workers) 450 1,154 5,402 13,850
ALL FIRM SIZES $437 $1,101 $5,239 $13,213
HDHP/SO
All Small Firms (3-199 Workers) $371 $1,002 $4,454 $12,022
All Large Firms (200 or More Workers) 373 1,053 4,482 12,640
ALL FIRM SIZES $373 $1,032 $4,470 $12,384
ALL PLANS
All Small Firms (3-199 Workers) $420 $1,104* $5,046 $13,250*
All Large Firms (200 or More Workers) 421 1,170* 5,050 14,038*
ALL FIRM SIZES $421 $1,147 $5,049 $13,770
* Estimates are statistically different within plan type between All Small Firms and All Large Firms
(p<.05).
Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 1.3

and Region, 2010

Average Monthly and Annual Premiums for Covered Workers, by Plan Type

Monthly Annual
Single Family Single Family
Coverage Coverage Coverage Coverage
HMO
Northeast $480* $1,257* $5,756* $15,082*
Midwest 421 1,197 5,049 14,364
South 414 1,129 4,972 13,550
West 401* 1,142 4,817* 13,703
ALL REGIONS $428 $1,177 $5,130 $14,125
PPO
Northeast $457* $1,243* $5,484* $14,917*
Midwest 430 1,204 5,154 14,451
South 404* 1,121* 4,846* 13,448*
West 445 1,157 5,338 13,880
ALL REGIONS $427 $1,169 $5,124 $14,033
POS
Northeast $481* $1,235 $5,776* $14,820
Midwest 482 1,290* 5,788 15,484*
South 402* 1,029 4,826* 12,347
West 433 1,007 5,197 12,084
ALL REGIONS $437 $1,101 $5,239 $13,213
HDHP/SO
Northeast $398 $1,156 $4,779 $13,869
Midwest 359 985 4,313 11,818
South 371 1,029 4,451 12,345
West 372 989 4,459 11,873
ALL REGIONS $373 $1,032 $4,470 $12,384
ALL PLANS
Northeast $457* $1,235* $5,484* $14,815*
Midwest 417 1,164 5,009 13,973
South 402* 1,103* 4,820* 13,238*
West 421 1,122 5,056 13,463
ALL REGIONS $421 $1,147 $5,049 $13,770

* Estimate is statistically different within plan type from estimate for all firms not in
the indicated region (p<.05).

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 1.4
Average Monthly and Annual Premiums for Covered Workers, by Plan Type and
Industry, 2010
Monthly Annual
Single Family Single Family
Coverage | Coverage | Coverage | Coverage
HMO
Agriculture/Mining/Construction NSD NSD NSD NSD
Manufacturing $395* $1,159 $4,744* | $13,911
Transportation/Communications/Utilities 412 1,195 4,946 14,336
Wholesale NSD NSD NSD NSD
Retail NSD NSD NSD NSD
Finance 396 1,169 4,749 14,032
Service 446 1,134 5,348 13,603
State/Local Government 471 1,269 5,651 15,222
Health Care 457* 1,290* 5,484* 15,476*
ALL INDUSTRIES $428 $1,177 $5,130 | $14,125
PPO
Agriculture/Mining/Construction $384* $1,073* $4,608* | $12,871*
Manufacturing 407 1,171 4,886 14,053
Transportation/Communications/Utilities 402* 1,143 4,829* 13,712
Wholesale 402 1,158 4,830 13,892
Retail 399 1,038* 4,794 12,456*
Finance 427 1,244* 5,119 14,932*
Service 423 1,163 5,079 13,959
State/Local Government 512* 1,260 6,145* 15,122
Health Care 484* 1,264 5,811* 15,172
ALL INDUSTRIES $427 $1,169 $5,124 | $14,033
POS
Agriculture/Mining/Construction NSD NSD NSD NSD
Manufacturing NSD NSD NSD NSD
Transportation/Communications/Utilities NSD NSD NSD NSD
Wholesale NSD NSD NSD NSD
Retail NSD NSD NSD NSD
Finance NSD NSD NSD NSD
Service 443 1,088 5,310 13,055
State/Local Government NSD NSD NSD NSD
Health Care NSD NSD NSD NSD
ALL INDUSTRIES $437 $1,101 $5,239 | $13,213
HDHP/SO
Agriculture/Mining/Construction NSD NSD NSD NSD
Manufacturing $390 $1,036 $4,685 $12,428
Transportation/Communications/Utilities 352 987 4,221 11,847
Wholesale 368 1,040 4,419 12,485
Retail NSD NSD NSD NSD
Finance 346 999 4,147 11,984
Service 376 1,051 4,517 12,615
State/Local Government NSD NSD NSD NSD
Health Care 377 1,041 4,529 12,497
ALL INDUSTRIES $373 $1,032 $4,470 | $12,384
ALL PLANS
Agriculture/Mining/Construction $386* $1,057* $4,628* | $12,689*
Manufacturing 402 1,144 4,818 13,729
Transportation/Communications/Utilities 397* 1,133 4,763* 13,591
Wholesale 399 1,143 4,783 13,712
Retail 398 1,032* 4,782 12,387*
Finance 407 1,192 4,883 14,310
Service 423 1,135 5,073 13,619
State/Local Government 488* 1,224 5,852* 14,684
Health Care 459* 1,241* 5,507* 14,888*
ALL INDUSTRIES $421 $1,147 $5,049 | $13,770
* Estimate is statistically different within plan type from estimate for all firms not in the
indicated industry (p<.05).
NSD: Not Sufficient Data.
Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 1.5
Average Annual Premiums for Covered Workers with Single Coverage, by Firm Characteristics, 2010
All Large Firms
All Small Firms| (200 or More
(3-199 Workers) Workers) All Firms

Wage Level

Few Workers Are Lower Wage (Less Than 35%

Earn $23,000 a Year or Less) $5,052 $5,074 $5,067

Many Workers are Lower-Wage (35% or More Earn

$23,000 a Year or Less) $4,998 $4,859 $4,907
Unions

Firm Has At Least Some Union Workers $5,726 $5,196* $5,263*

Firm Does Not Have Any Union Workers $4,948 $4,926* $4,936*
Younger Workers

Less Than 35% of Workers Are Age 26 or Younger $5,043 $5,080* $5,067

35% or More Workers Are Age 26 or Younger $5,092 $4,724* $4,827
Older Workers

Less Than 35% of Workers Are Age 50 or Older $4,825* $4,969* $4,918*

35% or More Workers Are Age 50 or Older $5,466* $5,200* $5,291*
Funding Arrangement

Fully Insured $4,972 $5,286* $5,060

Self-Funded $5,428 $5,001* $5,041
*Estimates are statistically different from each other within firm size category (p<.05).
Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 1.6
Average Annual Premiums for Covered Workers with Family Coverage, by Firm Characteristics, 2010
All Large Firms
All Small Firms| (200 or More
(3-199 Workers) Workers) All Firms

Wage Level

Few Workers Are Lower Wage (Less Than 35%

Earn $23,000 a Year or Less) $13,358 $14,021 $13,795

Many Workers are Lower-Wage (35% or More Earn

$23,000 a Year or Less) $12,411 $14,174 $13,567
Unions

Firm Has At Least Some Union Workers $14,858* $14,249 $14,327*

Firm Does Not Have Any Union Workers $13,010* $13,857 $13,472*
Younger Workers

Less Than 35% of Workers Are Age 26 or Younger $13,241 $14,113* $13,811

35% or More Workers Are Age 26 or Younger $13,406 $13,195* $13,252
Older Workers

Less Than 35% of Workers Are Age 50 or Older $12,908* $13,791* $13,489*

35% or More Workers Are Age 50 or Older $13,888* $14,490* $14,286*
Funding Arrangement

Fully Insured $13,203 $14,678* $13,626

Self-Funded $13,493 $13,903* $13,865
*Estimates are statistically different from each other within firm size category (p<.05).
Source: Kaiser/HRET Surnwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 1.7
Distribution of Annual Premiums for Single and Family
Coverage Relative to the Average Annual Single or Family
Premium, 2010

. HBlLess Than 80% of Average
Single
H80% to Less Than 90% of Average

<$4,039 >=$6,058

$5,049 E90% to Less Than Average
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OAverage to 110% of Average

B Greater Than 110% of Average to
120% of Average

m Greater Than or Equal to 120% of
Average

Family

<§11,016 >=$16,524
$13,770

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 1.8

Distribution of Premiums for Single and Family Coverage Relative to the Average Annual Single or Family Premium, 2010

Single Coverage

Family Coverage

Premium Range, Relative to

Premium Range, Dollar

Percentage of Covered

Premium Range, Dollar

Percentage of Covered

Average Premium Amount Workers in Range Amount Workers in Range
Less than 80% Less Than $4,039 20% Less Than $11,016 19%
80% to Less Than 90% $4,039 to <$4,544 16% $11,016 to <$12,393 18%
90% to Less Than Average $4,544 to <$5,049 21% $12,393 to <$13,770 14%
Average to Less Than 110% $5,049 to <$5,554 16% $13,770 to <$15,147 18%
110% to Less Than 120% $5,554 to <$6,058 10% $15,147 to <$16,524 12%
120% or More $6,058 or More 17% $16,524 or More 20%

Note: The average premium is $5,049 for single coverage and $13,770 for family coverage. The premium distribution is relative to the
average single or family premium. For example, $4,039 is 80% of the average single premium, $4,544 is 90% of the average single
premium, $5,554 is 110% of the average single premium, and $6,058 is 120% of the average single premium. The same break points
relative to the average are used for the distribution for family coverage.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 1.9
Distribution of Annual Premiums for Covered Workers with
Single Coverage, 2010 o
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Exhibit 1.10
Distribution of Annual Premiums for Covered Workers with
Family Coverage, 2010 o
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Exhibit 1.11
Average Annual Premiums for Single and Family
Coverage, 1999-2010
O
S
$2,196 2
1999 $5,791 mSingle Coverage °
$2,471* =N
2000 2 .
$6,438 B Family Coverage E
$2,689* B
2008 $7,061* =
$3,083*
2002 $8,003* 5
$3,383* :E
2003 $9,068* =
$3,695* =]
2004 $9,950% 8
$4,024*
2005 $10,880*
$4,242*
2008 $11,480*
$4,479*
2007 $12,106*
$4,704*
2008 $12,680*
$4,824
2009 $13,375*
$5,049*
2010 $13,770*
$0 $2,000 $4,000 $6,000 $8,000 $10,000 $12,000 $14,000 $16,000
* Estimate is statistically different from estimate for the previous year shown (p<.05).
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.
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Average Annual Premiums for Covered Workers with Family Coverage, by

Exhibit 1.12

Firm Size, 1999-2010

All Small Firms (3-199 All Large Firms (200 or More

Workers) Workers)
1999 $5,683 $5,845
2000 $6,521 $6,395
2001 $6,959 $7,113
2002* $7,781 $8,109
2003 $8,946 $9,127
2004 $9,737 $10,046
2005* $10,587 $11,025
2006 $11,306 $11,575
2007 $11,835 $12,233
2008* $12,091 $12,973
2009* $12,696 $13,704
2010* $13,250 $14,038

* Estimate is statistically different between All Small Firms and All Large Firms

within year (p<.05).

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 1.13
Average Annual Premiums for Covered Workers with
Family Coverage, by Firm Size, 1999-2010

$16,000 -

.
$12,973§13’704$14,038
$14,000 7 $12,233*

$11,575*

$12,000 4
$10,000 -

$8,000 - $7,113*

$5,845 $7,781*
$6,959*
$6,395*

$6,000 -

$5,683
$4,000 -

$2,000 -

$0 T T T T T T T T T T T |
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

All Small Firms (3-199 Workers) ——All Large Firms (200 or More Workers)

* Estimate is statistically different from estimate for the previous year shown (p<.05).
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 1.14
Among Workersin Large Firms (200 or More Workers), Average Health
Insurance Premiums for Family Coverage, by Funding Arrangement, 1999-

2010
Funding Arrangement Fully Insured Self-Funded

1999 $5,769 $5,896
2000 $6,315* $6,430*
2001 $7,169* $7,086*
2002 $7,950* $8,192*
2003 $9,070* $9,149*
2004 $10,217* $9,984*
2005 $10,870* $11,077*
2006 $11,222 $11,673*
2007 $11,968* $12,315*
2008 $13,029* $12,956*
2009 $13,870* $13,655*
2010 $14,678* $13,903

* Estimate is statistically different from estimate for the previous year shown
(p<.05).

Note: For definitions of Self-Funded and Fully Insured Plans, see the introduction
to Section 10. Due to a change in the surwey questionnaire, funding status was
not asked of firms with conventional plans in 2006. Therefore, conventional plan
funding status is not included in this exhibit for 2006.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 1999-2010.
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Health Benefits Offer Rates

Nearly all large firms (200 or more workers) offer health benefits; small firms (3-199

workers) are significantly less likely to do so.

The percentage of firms offering health benefits in 2010 increased significantly from
2009. The reason for the increase is unclear, but it is primarily driven by a 13
percentage point jump in the percentage of firms with 3 to 9 employees offering
coverage, from 46% in 2009 to 59% in 2010. We have seen some fluctuation in this
category in the past but never of this magnitude. The offer rate reflects information
about firms that are still in business in 2010 and does not account for firms that have
gone out of business due to the economic recession. A possible explanation for the
increase in the offer rate is that non-offering firms were more likely to fail during the past
year, and the attrition of non-offering firms led to a higher offer rate among surviving
firms. For more discussion of the offer rate, see the Survey Design and Methods
Section. Because most workers are employed by large firms, the change in offering
among the smallest firms did not have a dramatic effect on the percentage of workers in

firms offering health benefits (93 percent in 2010 vs. 91 percent in 2009).

e In 2010, sixty-nine percent of firms offer health benefits, which is statistically different
from the 60% reported in 2009 (Exhibit 2.1).

o Ninety-nine percent of large firms (200 or more workers) offer health benefits in
2010, not statistically different from 2009 (Exhibit 2.2). In contrast, 68% of small
firms (3-199 workers) offer health benefits in 2010, a statistically significant
increase from the 59% reported in 2009.

o Between 1999 and 2010, the offer rate for large firms (200 or more workers) has
not dropped below 98%. Among small firms (3-199 workers), the offer rate has
varied from a high of 68% in 2000, 2001 and 2010, to a low of 59% in 2005, 2007
and 2009. These variations are driven primarily by changes in the percentages
of the smallest firms (3-9 workers) offering health benefits.

o Offer rates vary across different types of firms.

o The smallest firms are least likely to offer health insurance. Fifty-nine percent of
firms with 3 to 9 workers offer coverage, compared to 76% of firms with 10 to 24
workers, 92% of firms with 25 to 49 workers (Exhibit 2.3), and over 95% of firms
with 50 or more employees.

Employer Health Benefits 2010 Annual Survey
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o Firms with fewer lower-wage workers (less than 35% of workers earn $23,000 or
less annually) are significantly more likely to offer health insurance than firms
with many lower-wage workers (35% or more of workers earn $23,000 or less
annually). Seventy-four percent of firms with fewer lower-wage workers offer
health benefits, compared with only 48% of firms with many lower-wage workers
(Exhibit 2.4).

o Firms that employ at least some union workers are much more likely than firms
without union workers to offer health benefits to their employees. Ninety-four
percent of firms with some union workers offer health benefits, compared to 67%
of firms that do not have union employees (Exhibit 2.4).

o The age of the workforce significantly affects the probability of a firm offering
health benefits as well. Firms with 35% or more of its workers age 26 or younger
are far less likely to offer health benefits than firms where less than 35% of
workers are age 26 or younger (31% and 73%, respectively) (Exhibit 2.4).

Among firms offering health benefits, relatively few offer benefits to their part-time
and temporary workers.

o In 2010, 25% of all firms that offer health benefits offer them to part-time workers
(Exhibit 2.5). Firms with 200 or more workers are more likely to offer health
benefits to part-time employees than firms with 3 to 199 workers (42% vs. 24%).

o Avery small percentage (2%) of firms offering health benefits offer them to
temporary workers (Exhibit 2.6), and this figure has remained stable over time.
Firms with 200 or more workers are more likely to offer health benefits to
temporary workers than firms with 3 to 199 workers (7% vs. 1%).

Dental and Vision Benefits

Forty-seven percent of firms offering health benefits offer or contribute to a dental
insurance benefit for their employees that is separate from any dental coverage the
health plans might include. This is not statistically different from the 44% reported in
2008, which is the last time we asked about dental benefits (Exhibit 2.8). Large firms
(200 or more workers) are far more likely than small firms (3-199 workers) to offer or
contribute to a separate dental health benefit, at 87% versus 45% (Exhibit 2.7).

Eighteen percent of firms offer or contribute to a vision benefit for their employees
that is separate from any vision coverage the health plan might include, similar to the
17% reported in 2008, which is the last time we asked about vision benefits (Exhibit
2.8). Large firms (200 or more workers) are much more likely than small firms (3-199
workers) to offer or contribute to a separate vision care benefit, at 55% versus 17%
(Exhibit 2.7).

Employer Health Benefits 2010 Annual Survey
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Firms Not Offering Health Benefits

e The survey asks firms that do not offer health benefits if they have offered insurance
or shopped for insurance in the recent past, whether the firm stopped offering due to
the recent economic downturn, and about their most important reasons for not
offering. Because such a small percentage of large firms (200 or more workers)
report not offering health benefits, we present the information for employers with 3 to
199 workers, 32% of which do not offer health benefits.

o Despite a slowing of health insurance cost growth in recent years, the cost of health
insurance remains the primary reason cited by firms for not offering health benefits.*

o Among small firms (3-199 workers) not offering health benefits, 54% cite high
cost as “the most important reason” for not doing so. Other factors frequently
cited by firms as the most important reason for not offering coverage include: firm
is too small (12%) and employees are covered elsewhere (6%) (Exhibit 2.9).

¢ Many non-offering firms have either offered health benefits in the past five years, or
shopped for coverage recently.

o Twenty-seven percent of non-offering small firms (3-199 workers) have offered
health benefits in the past five years, while 30% have shopped for coverage in
the past year (Exhibit 2.10). Forty-seven percent of those that stopped offering
within the past five years reported doing so due to the economic downturn.

! The question asking non-offering firms their most important reason for not offering health
benefits is an open-ended question.

Employer Health Benefits 2010 Annual Survey
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Exhibit 2.1
Percentage of Firms Offering Health Benefits, 1999—-2010

100% -

90%

80% -

69% 69%*

| g 65% 6% 63% 63% .
0 0

60% 61% 60% 60%

70% - 66%

60% -

50%

40% -

30%

20% -

10% -

0% -
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* Estimate is statistically different from estimate for the previous year shown (p<.05).

Note: As noted in the Survey Design and Methods section, estimates presented in this exhibit are based on the sample
of both firms that completed the entire survey and those that answered just one question about whether they offer
health benefits.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 2.2
Percentage of Firms Offering Health Benefits, by Firm Size, 1999-2010

1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
FIRM SIZE
3-9 Workers 56% [ 57% | 58% | 58% | 55% | 52% | 47% | 48% | 45% | 49% | 46% |59%*
10-24 Workers 74 80 77 | 70* 76 74 72 73 76 78 72 76
25-49 Workers 86 91 90 86 84 87 87 87 83 | 90* 87 92
50-199 Workers 97 97 96 95 95 92 93 92 94 94 95 95
All Small Firms (3-199 Workers) 65% | 68% [ 68% | 66% | 65% | 63% | 59% | 60% [ 59% | 62% | 59% | 68%*
All Large Firms (200 or More Workers) | 99% [ 99% | 99% [ 98% | 98% | 99% | 98% | 98% [ 99% | 99% | 98% | 99%
ALL FIRMS 66% | 69% | 68% | 66% | 66% | 63% | 60% | 61% | 60% | 63% | 60% | 69%*

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Note: As noted in the Survey Design and Methods section, estimates presented in this exhibit are based on the sample of

both firms that completed the entire survey and those that answered just one question about whether they offer health

benefits.

Source: Kaiser/HRET Survwey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 2.3
Percentage of Firms Offering Health Benefits, by Firm Size, Region, and
Industry, 2010
Percentage of Firms
Offering Health Benefits
FIRM SIZE
3-9 Workers 59%*
10-24 Workers 76*
25-49 Workers 92*
50-199 Workers 95*
200-999 Workers 98*
1,000-4,999 Workers 99*
5,000 or More Workers 99*
All Small Firms (3-199 Workers) 68%6*
All Large Firms (200 or More Workers) 99%*
REGION
Northeast 78%*
Midwest 63
South 67
West 70
INDUSTRY
Agriculture/Mining/Construction 67%
Manufacturing 78
Transportation/Communications/Utilities 85
Wholesale 79
Retail 57
Finance 71
Senice 72
State/Local Government 72
Health Care 57*
ALL FIRMS 69%
* Estimate is statistically different from estimate for all other firms not in the
indicated size, region, or industry category (p<.05).
Note: As noted in the Suney Design and Methods section, estimates presented in
this exhibit are based on the sample of both firms that completed the entire survey
and those that answered just one question about whether they offer health benefits.
Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 2.4
Percentage of Firms Offering Health Benefits, by Firm
Characteristics, 2010

WAGE LEVEL*

Few Workers Are Lower-Wage
(Less Than 35% Earn $23,000 a Year or Less)

Many Workers Are Lower-Wage (35% or
More Earn $23,000 a Year or Less)

PART-TIME WORKERS
Few Workers Are Part-Time ®
(Less Than 35% Work Part-Time) 71%
Many Workers Are Part-Time ®
(35% or More Work Part-Time) 60%0

74%

48%

UNIONS*

Firm Has At Least Some Union Workers 94%

Firm Does Not Have Any Union Workers
Y 67%

YOUNGER WORKERS*
Less Than 35% of Workers Are Age 26 or
Younger 73%

35% or More Workers Are Age 26 or
Younger 31%

OLDER WORKERS

Less Than 35% of Workers Are Age 50 or 66%
Older

35% or More Workers Are Age 50 or Older 72%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

*Estimates are statistically different from each other within category (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 2.5
Among Firms Offering Health Benefits, Percentage That Offer Health Benefits to Part-Time Workers, by Firm Size, 1999-
2010
1999 | 2000 [ 2001 | 2002 | 2003 | 2004 [ 2005 | 2006 | 2007 | 2008 | 2009 | 2010
FIRM SIZE
3-24 Workers 19% 21% 17% 21% 24% 20% 27% 30% 23% 22% 31% 24%
25-199 Workers 26 25 31 29 29 29 29 28 26 30 27 28
200-999 Workers 36 33 42 43 38 41 33 40 37 40 44 35*
1,000-4,999 Workers 53 48 55 60 57 50 46 55 54 53 55 55
5,000 or More Workers 61 52 60 58 57 59 61 63 63 67 60 61
ALL FIRMS 21% 23% 21% 24% 26% 23% 28% 31% 24% 25% 31% 25%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 2.6
Among Firms Offering Health Benefits, Percentage That Offer Health Benefits to Temporary Workers, by Firm Size,
1999-2010
1999 [ 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [ 2006 | 2007 [ 2008 | 2009 | 2010
FIRM SIZE
3-24 Workers 5% 2% 4% 3% 1% 4% 2% 3% 2% 3% 4% 1%
25-199 Workers 3 7 3 4 3 3 5 4 4 3 3 4
200-999 Workers 3 8 6 5 9 8 5 5 7 4 4 6
1,000-4,999 Workers 6 8 9 8 7 6 5 9 9 7 7 8
5,000 or More Workers 8 9 7 7 10 7 9 11 6* 8 9 8
ALL FIRMS 4% 4% 4% 3% 2% 4% 3% 3% 2% 3% 3% 2%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Source: Kaiser/HRET Sunvwey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 2.7

Among Firms Offering Health Benefits, Percentage That Offer or Contribute to a Separate
Benefit Plan Providing Dental or Vision Benefits, by Firm Size and Region, 2010

§91eY] 19JJO sijouag YiJeo Q oM} UOTIO2S

Separate Dental Separate Vision
Benefits Benefits
FIRM SIZE
200-999 Workers 87%* 51%*
1,000-4,999 Workers 88* 64*
5,000 or More Workers 90* 68*
All Small Firms (3-199 Workers) 45%* 17%"
All Large Firms (200 or More Workers) 87% 55%*
REGION
Northeast 49% 13%
Midwest 41 11*
South 56 19
West 36 27
ALL FIRMS 47% 18%

* Estimate is statistically different from estimate for all firms not in the indicated size or region

category (p<.05).

Note: The surwey asks firms that offer health benefits if they offer or contribute to a dental or vision
insurance program that is separate from any dental or vision coverage the health plans might include.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 2.8
Among Firms Offering Health Benefits, Percentage That Offer or Contribute

Separate Benefit Plan Providing Dental or Vision Benefits, by Firm Size, 2000-2010

toa

2000 2003 2006 2008 2010
Dental Benefits
All Small Firms (3-199 workers) 30% 37% | 49%* 43% 45%
All Large Firms (200 or More Workers) 62 79* 80 82 87*
All Firms 31% 39% | 50%* [ 44% 47%
Vision Benefits
All Small Firms (3-199 workers) - - 20% 15% 17%
All Large Firms (200 or More Workers) - - 44 49 55*
All Firms - - 21% 17% 18%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Note: Data on vision benefits was not collected in 2000 and 2003. The surwey asks firms
that offer health benefits if they offer or contribute to a dental or vision insurance program

that is separate from any dental or vision coverage the health plans might include.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2000-2010.
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Exhibit 2.9
Among Small Firms (3-199 Workers) Not Offering Health Benefits, Reasons for Not
Offering, 2010

Most Important
Reason
Cost of health insurance is too high 54%
The firm is too small 12
Employees are generally covered under another plan 6
Employee turnower is too great 5
No interest/Employees don't want it 4
Other 8
Don’t know 11

Note: The question asking non-offering firms their most important reason for not offering health
benefits is an open-ended question.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 2.10
Among Small Firms (3-199 Workers) Not Offering Health
Benefits, Percentage That Report The Following Activities
Regarding Health Benefits, by Firm Size, 2010

100% -
80% -
60% -
47%
40% - 5
27% SO0
20% -+
0% T
Offered Health Insurance Shopped For Health Stopped Offering Health
Within the Past Five Years Insurance Within the Past Insurance Due to Economic
Year Downturn#*

¥ Among those firms who reported offering health insurance within the past five years.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Employee Coverage, Eligibility, and Participation

Employers are the principal source of health insurance in the United States, providing

health benefits for about 157 million nonelderly people in America." Most workers are

offered health coverage at work, and the vast majority of workers who are offered

coverage take it. Workers may not be covered by their own employer for several

reasons: their employer may not offer coverage, they may be ineligible for benefits

offered by their firm, they may choose to elect coverage through their spouse’s

employer, or they may refuse an offer of coverage from their firm.

e Among firms offering health benefits, 63% percent of workers are covered by health
benefits through their own employer (Exhibit 3.2). This percentage is reduced to
59% when considering all workers, regardless of whether they are in a firm offering
health benefits or not (Exhibit 3.1). The coverage rate has remained fairly stable
over time.

¢ Not all employees are eligible for the health benefits offered by their firm, and not all
eligible employees who are offered health coverage take up the offer of coverage.
The share of workers covered in a firm is a product of both the percentage of
workers who are eligible for the firm’s health insurance and the percentage who
choose to “take up” (i.e., elect to participate in) the benefit.

O

Seventy-nine percent of workers in firms offering health benefits are eligible for
the coverage offered by their employer in 2010, the same as last year (Exhibit
3.2).

Eligibility varies considerably by wage level. Employees in firms with a lower
proportion of lower-wage workers (less than 35% of workers earn $23,000 or less
annually) are more likely to be eligible for health benefits than employees in firms
with a higher proportion of lower-wage workers (where 35% or more of workers
earn $23,000 or less annually) (81% vs. 68%) (Exhibit 3.3).

e Employees who are offered coverage through their employer generally elect to take
up coverage. Eighty percent of eligible workers take up coverage when it is offered
to them, similar to the 81% reported last year (Exhibit 3.2).?

O

The likelihood of a worker accepting a firm’s offer of coverage also varies by firm
wage level. Eligible employees in firms with a lower proportion of lower-wage
workers are more likely to take up coverage (82%) than eligible employees in
firms with a higher proportion of lower-wage workers (35% or more of workers
earn $23,000 or less annually) (69%) (Exhibit 3.4).

! Kaiser Family Foundation, Kaiser Commission on Medicaid and the Uninsured, The Uninsured:
A Primer, October 2009.

% In 2009, Kaiser/HRET began weighting the percentage of workers that take up coverage by the
number of workers eligible for coverage. The historical take up estimates have also been
updated. See the Survey Design and Methods Section for more information.
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The rate of coverage varies by certain firm characteristics.

o There is significant variation in the coverage rate by industry among workers in
firms offering health benefits. For example, only forty-eight percent of workers in
retail firms are covered by health benefits offered by their firm, compared to 80%
of workers in state and local government, 76% of workers in the manufacturing
industry, and 74% of workers in the transportation/communications/utilities
industry category (Exhibit 3.2).

o Among workers in firms offering health benefits, those in firms with relatively few
part-time workers (less than 35% of workers are part-time) are much more likely
to be covered by their own firm than workers in firms with a greater percentage of
part-time workers (70% vs. 38%) (Exhibit 3.5).

o Among workers in firms offering health benefits, those in firms with fewer lower-
wage workers (less than 35% of workers earn $23,000 or less annually) are more
likely to be covered by their own firm than workers in firms with many lower-wage
workers (35% or more of workers earn $23,000 or less annually) (66% vs. 47%)
(Exhibit 3.5).

o Among workers in firms offering health benefits, those in firms with fewer
younger workers (less than 35% of workers are age 26 or younger) are more
likely to be covered by their own firm than workers in firms with many younger
workers (35% or more of workers are age 26 or younger) (66% vs. 44%) (Exhibit
3.5).

Seventy-four percent of covered workers face a waiting period before coverage is
available. Covered workers in the Northeast are less likely (64%) than workers in
other regions to face a waiting period. Covered workers in retail (90%), health care
(86%), and agriculture/mining/construction (85%) firms are more likely than workers
in other industries to face a waiting period (Exhibit 3.7).

o The average waiting period among covered workers who face a waiting period is
2.2 months (Exhibit 3.7). Thirty-one percent of covered workers face a waiting
period of 3 months or more (Exhibit 3.8).

The distribution of covered workers electing single coverage, single plus one
coverage, or family coverage is 47%, 19%, and 34% respectively in 2010 (Exhibit
3.9). Workers in small firms (3-199 workers) are significantly more likely to enroll in
single coverage and less likely to enroll in family coverage than are workers in large
firms (200 or more workers), at 55% versus 42% for single coverage and 30% versus
36% for family coverage (Exhibit 3.10).

The survey asked firms about the age at which dependents and dependents who are
full-time students are no longer eligible for coverage in the plan with the largest
enrollment.

o Fifty-two percent of firms limit the age at which dependents are no longer eligible
for dependent coverage to 18 or 19 years old, and another 19% limit the age to
20 or 21 years of age (Exhibit 3.11).

Employer Health Benefits 2010 Annual Survey
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O

For dependents who are full-time students, the age limit is generally higher.
Sixty-six percent of firms limit the age at which full-time students are no longer
eligible for dependent coverage to 24 or older (Exhibit 3.12).3

3 Averages and distributions exclude 1% of firms with no limit on the age at which dependents are
no longer are eligible for coverage for the plan with the largest enrollment, and 2% of firms that
have no limit for dependents that are full-time students.
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Employer Health Benefits 2010 Annual Survey

Exhibit 3.1
Percentage of All Workers Covered by Their Employers’ Health Benefits, in Firms Both Offering and Not Offering Health
Benefits, by Firm Size, 1999-2010*

1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 [ 2010
FIRM SIZE
3-24 Workers 50% | 50% | 49% | 45% | 44% | 43% | 41% | 45% | 42% | 43% | 39% | 44%
25-49 Workers 56 63 62 57 59 56 55 55 51 57 54 59
50-199 Workers 61 62 67 64 61 56 59 62 59 60 59 60
200-999 Workers 69 69 71 69 68 69 65 66 65 67 63 61
1,000-4,999 Workers 68 68 69 70 69 68 69 68 69 69 67 66
5,000 or More Workers 64 66 69 68 68 67 66 60 63 64 65 63
All Small Firms (3-199 Workers) 55% | 57% | 58% | 54% | 53% | 50% | 50% | 53% | 50% | 52% | 49% | 52%
All Large Firms (200 or More Workers) | 66% | 67% | 69% [ 69% | 68% [ 68% | 66% [ 63% | 65% | 66% | 65% | 63%
ALL FIRMS 62% | 63% | 65% | 63% | 62% | 61% | 60% | 59% | 59% | 60% | 59% | 59%

* Tests found no statistical difference from estimate for the previous year shown (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 3.2
Eligibility, Take-Up Rate, and Coverage in Firms Offering Health Benefits, by Firm
Size, Region, and Industry, 2010

Percentage of

Percentage of

Workers Eligible Percentage of
Eligible For |Workers Who|[ Workers
Health Participate in| Covered by
Benefits Their Their
Offered By | Employers’ | Employers’
Their Plan (Take- Health
Employer Up Rate) Benefits
FIRM SIZE
3-24 Workers 83% 76%* 63%
25-49 Workers 84* 77 64
50-199 Workers 80 79 63
200-999 Workers 76 81 62
1,000-4,999 Workers 80 83* 66
5,000 or More Workers 76 82 63
All Small Firms (3-199 Workers) 82%* 77%" 63%
All Large Firms (200 or More Workers) 77%" 8296 63%
REGION
Northeast 78% 83%* 64%
Midwest 78 80 62
South 80 79 63
West 79 81 64
INDUSTRY
Agriculture/Mining/Construction 83% T7% 65%
Manufacturing 92* 83 76*
Transportation/Communications/Utilities 87* 85* 74*
Wholesale 78 83 66
Retail 63* 75 48*
Finance 90* 82 74*
Senice 74* 77 57*
State/Local Government 86* 93* 80*
Health Care 77 79 61
ALL FIRMS 79% 80% 63%

* Estimate for eligibility, take-up rate, or coverage is statistically different from all other
firms not in the indicated size, region, or industry category (p<.05).

Note: In 2009, Kaiser/HRET began weighting the percentage of workers that take up
cowerage by the number of workers eligible for coverage. See the Surwey Design and

Methods Section for more information.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 3.3
Among Workers in Firms Offering Health Benefits,
Percentage of Workers Eligible for Health Benefits Offered
by Their Firm, by Firm Characteristics, 2010

WAGE LEVEL*
Few Workers Are Lower-Wage o,
(Less Than 35% Earn $23,000 a Year or Less) 81%

Many Workers Are Lower-Wage (35% or 0,
More Earn $23,000a Year or Less) 68%

PART-TIME WORKERS*
Few Workers Are Part-Time
(Less Than 35% Work Part-Time) 85%
Many Workers Are Part-Time
(35% or More Work Part-Time) 53%

UNIONS
Firm Has At Least Some Union Workers 80%

Firm Does Not Have Any Union Workers

78%

YOUNGER WORKERS*

Less Than 35% of Workers Are Age 26 or
Younger 81%
35% or More Workers Are Age 26 or

Younger 60%
OLDER WORKERS

Less Than 35% of Workers Are Age 50 or 0,
Older 78%

35% or More Workers Are Age 50 or Older 80%
T

0% 10%  20%  30%  40%  50%  60%  70%  80%  90%  100%
*Estimates are statistically different from each other within category (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 3.4
Among Workers in Firms Offering Health Benefits, Percentage
of Eligible Workers Who Take Up Health Benefits Offered by
Their Firm, by Firm Characteristics, 2010

WAGE LEVEL*

Few Workers Are Lower-Wage

(Less Than 35% Earn $23,000 a Year or Less)
Many Workers Are Lower-Wage (35% or
More Earn $23,000 a Year or Less)

PART-TIME WORKERS
Few Workers Are Part-Time

(Less Than 35% Work Part-Time)
Many Workers Are Part-Time
(35% or More Work Part-Time)

UNIONS*
Firm Has At Least Some Union Workers 85%

Firm Does Not Have Any Union Workers 78%

YOUNGER WORKERS*

Less Than 35% of Workers Are Age 26 or
Younger 81%

35% or More Workers Are Age 26 or ®
Younger 73%

OLDER WORKERS

Less Than 35% of Workers Are Age 50 or 79%
Older

35% or More Workers Are Age 50 or Older 829%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%
*Estimates are statistically different from each other within category (p<.05).

Note: In 2009, Kaiser/HRET began weighting the percentage of workers that take up coverage by the number of workers
eligible for coverage. See the Survey Design and Methods Section for more information.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Among Workers in Firms Offering Health Benefits, Percentage
of Workers Covered by Health Benefits Offered by Their Firm,
by Firm Characteristics, 2010

Exhibit 3.5

WAGE LEVEL*

Few Workers Are Lower-Wage

(Less Than 35% Earn $23,000 a Year or Less)

Many Workers Are Lower-Wage (35% or
More Earn $23,000 a Year or Less)

PART-TIME WORKERS*
Few Workers Are Part-Time
(Less Than 35% Work Part-Time)

Many Workers Are Part-Time
(35% or More Work Part-Time)

UNIONS*

Firm Has At Least Some Union Workers

Firm Does Not Have Any Union Workers

YOUNGER WORKERS*

Less Than 35% of Workers Are Age 26 or
Younger

35% or More Workers Are Age 26 or
Younger

OLDER WORKERS
Less Than 35% of Workers Are Age 50 or
Older

35% or More Workers Are Age 50 or Older

66%0
47%
70%
38%
68%0
61%
66%0
44%
62%

0% 10%

*Estimates are statistically different from each other within category (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

65%0

20% 30% 40% 50% 60% 70% 80% 90% 100%
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Exhibit 3.6
Eligibility, Take-Up Rate, and Coverage for Workers in Firms Offering Health Benefits, by Firm Size, 1999-2010

1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Percentage Eligible

All Small Firms (3-199 Workers) 81% | 82% | 85% |82%* | 84% | 80% | 81% | 83% | 80% | 81% | 81% | 82%

All Large Firms (200 or More Workers)| 78 80 82 80 80 81 79 76 78 79 79 77
ALL FIRMS 79% | 81% | 83% | 81%* | 81% | 80% | 80% | 78% | 79% | 80% | 79% | 79%
Percentage of Eligible that Take Up

All Small Firms (3-199 Workers) 83% | 83% | 83% | 82% | 81% | 80% | 81% | 81% | 80% | 80% | 79% | 77%

All Large Firms (200 or More Workers)| 86 84 85 86 85 84 85 84 84 84 82 82
ALL FIRMS 85% | 84% | 84% | 85% | 84% | 83% | 83% | 83% | 82% | 82% | 81% | 80%
Percentage Covered

All Small Firms (3-199 Workers) 67% | 68% | 71% | 67% | 68% | 64% | 65% | 67% | 64% | 65% | 64% | 63%

All Large Firms (200 or More Workers)| 66 67 69 69 68 68 67 63 65 66 65 63
ALL FIRMS 66% | 68% | 70% | 68% | 68% | 67% | 66% | 65% | 65% | 65% | 65% | 63%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Note: In 2009, Kaiser/HRET began weighting the percentage of workers that take up coverage by the number of workers eligible for

cowerage. The historical take up estimates have also been updated. See the Survey Design and Methods Section for more
information.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 3.7

Percentage of Covered Workersin Firms with a Waiting Period for Coverage and
Average Waiting Period in Months, by Firm Size, Region, and Industry, 2010

Percentage of
Cowered Workers in
Firms With a Waiting

Among Covered Workers
with a Waiting Period,
Average Waiting Period

Period (Months)
FIRM SIZE
All Small Firms (3-199 Workers) 76% 2.5%
All Large Firms (200 or More Workers) 73 2.0*
REGION
Northeast 64%* 21
Midwest 74 2.0*
South 78 2.3
West 77 2.4
INDUSTRY
Agriculture/Mining/Construction 85%* 2.8*
Manufacturing 71 2.3
Transportation/Communications/Utilities 64 2.2
Wholesale 77 2.2
Retail 90* 2.8*
Finance 73 1.9
Senice 67* 2.2
State/Local Government 70 1.7*
Health Care 86* 1.9*
ALL FIRMS 74% 2.2

* Estimate is statistically different from estimate for all other firms not in the indicated size,

region, or industry category (p<.05).

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 3.8
Distribution of Covered Workers with the Following Waiting
Periods for Coverage, 2010

991({1 uor1d9s

All Small Firms (3-199
Workers)*

All Large Firms (200 or
More Workers)*

All Firms

34% | 8%

0% 20% 40%

*Distributions are statistically different between All Large Firms and All

60%

80%

100%

B No Waiting Period

Small Firms (p<.05). B 1 Month
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, @2 Months
2010.

O3 Months

04 or More Months
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Exhibit 3.9
Distribution of Covered Workers Electing Single Coverage,
Single Plus One Coverage, or Family Coverage, 2001-2010*

2001

2003

2005

2006

2008

2010

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

*Tests found no statistical difference from distribution for previous year
shown (p<.05). mSingle Coverage

Note: Single Plus One coverage includes either an employee plus a mSingle Plus One Coverage
spouse or an employee plus a child.
. ) 5] i

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, FEnlly CRRREES
2001-2010.
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Exhibit 3.10
Distribution of Covered Workers Electing Single Coverage, Single
Plus One Coverage, or Family Coverage, by Firm Size, 2001-2010*

All Small Firms
(3-199 Workers)

All Large Firms
(200 or More
Workers)

2001
2003
2005
2006
2008
2010

2001
2003
2005
2006
2008
2010

10%
13%
13%
15%
14%
15%

16%
18%
19%
20%0
21%
21%

60%

*Tests found no statistical difference within size category from distribution for

previous year shown (p<.05).

Note: Single Plus One coverage includes either an employee plus a spouse or an
employee plus a child.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2001-2010.

mSingle Coverage

mFamily Coverage

B Single Plus One Coverage
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Exhibit 3.11
Distribution of Firms with the Following Age Limits for
Dependent Coverage for the Plan With the Largest Enrollment,
2010

All Small Firms (3-199
Workers)*

All Large Firms (200 or
More Workers)*

All Firms

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

*Distributions are statistically different between All Large Firms and All Small 18 or 19 Years Old

Firms (p<.05). W20 or 21 Years Old
Note: Distributions exclude those firms (1%) with no limit on the age at which
dependents are no longer are eligible for coverage for the plan with the

largest enroliment. 024 or 25 Years Old

B 22 or 23 Years Old

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010. 26 Years Old or More
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Exhibit 3.12

Distribution of Firms with the Following Age Limits for
Dependent Coverage for Full-Time Students for the Plan With
the Largest Enrollment, 2010*

All Small Firms (3-199

0,
Workers) AR
All Large Firms (200 or 5
More Workers) S
All Firms 45%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

*Tests found no statistical difference between distributions for All Large D18 or 19 Years Old

Firms and All Small Firms (p<.05). W20 or 21 Y old
or ears

Note: Distributions exclude those firms (2%) with no limit on the age at
which dependents who are full-time students no longer are eligible for @22 or 23 Years Old
coverage for the plan with the largest enroliment.

voniedonieg pue L1qidg 9deroaon 2afojdwy

024 or 25 Years Old
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits,

2010. B 26 Years Old or More
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Types of Plans Offered

Most firms that offer health benefits offer only one type of health plan (84%) (See Text
Box). Larger firms are more likely to offer more than one type of health plan. Employers

are most likely to offer their workers a PPO, HMO, or POS plan and are least likely to

Employer Health Benefits 2010 Annual Survey

offer a conventional plan.

o Eighty-four percent of firms offering health benefits
offer only one type of health plan. Large firms (200
or more workers) are more likely to offer more than
one plan type than small firms (3-199 workers): 44%
vs. 15% (Exhibit 4.1).

e Just over half (52%) of covered workers are
employed in a firm that offers more than one health
plan type. Sixty-seven percent of covered workers in
large firms are employed by a firm that offers more
than one plan type, compared to 24% in small firms
(Exhibit 4.2).

e About four in five (79%) covered workers in firms

offering health benefits work in a firm that offers one or more PPOs; 42% work in

The survey asks firms
how many plans of each
given type they offer.
However, we do not
know if each plan type is
offered to all covered
workers at the firm. For
example, some workers
might be offered one
type of plan at one
location, while workers
at another location are
offered a different type
of plan.

firms that offer one or more HMOs; 32% work in firms that offer one or more

HDHP/SOs; 14% work in firms that offer one or more POS plans; and 6% work in

firms that offer one or more conventional plans (Exhibit 4.4).

! This year we include firms that said they offer a plan type even if there are no covered workers

in that plan type.
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Exhibit 4.1
Among Firms Offering Health Benefits, Percentage of Firms
That Offer One, Two, or Three or More Plan Types, by Firm
Size, 2010*

100% - 220

2%
90% |
80% 1 31%
70% - 1 34%
60% |
50% - 39%
40% |
30% |
20%
10% -
0% - ; ; ;

All Small Firms  200-999 1,000-4,999 5,000 or More All Large Firms ALL FIRMS
(3-199 Workers* Workers* Workers* (200 or More
Workers)* Workers)*

*Distribution is statistically different from distribution for all other firms not in the indicated size
category (p<.05).

* Although firms may offer more than one of each plan type, the survey asks how many are

offered among the following types: conventional, HMO, PPO, POS, and HDHP/SO. B0ne Plan Type

Note: The survey asks firms how many plans of each given type they offer. However, we do

not know if each plan type is offered to all covered workers at the firm. For example, some ®Two Plan Types

workers might be offered one type of plan at one location, while at another location they are

offered a different type of plan. BThree or More Plan Types

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Among Firms Offering Health Benefits, Percentage of
Covered Workers in Firms Offering One, Two, or Three or
More Plan Types, by Firm Size, 2010*

Exhibit 4.2

100% - 3%

90% -
80% -
35%

70% -

60% A 42%

509% 4 42%
40% 1 45%
30% -
20%

10% -

0% - T T T

All Small Firms ~ 200-999
(3-199 Workers*
Workers)*
*Distribution is statistically different from distribution for all other firms not in the indicated size

category (p<.05).

1,000-4,999 5,000 or More All Large Firms ALL FIRMS

Workers

Workers*

* Although firms may offer more than one of each plan type, the survey asks how many are

offered among the following types: conventional, HMO, PPO, POS, and HDHP/SO.

Note: The survey asks firms how many plans of each given type they offer. However, we do
not know if each plan type is offered to all covered workers at the firm. For example, some
workers might be offered one type of plan at one location, while at another location they are

offered a different type of plan.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

(200 or More
Workers)*

@ One Plan Type
BTwo Plan Types

BThree or More Plan Types
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Exhibit 4.3
Among Firms Offering Health Benefits, Percentage of Firms That Offer the Following Plan Types, by Firm Size, 2010

FIRM SIZES Conventional HMO PPO POS HDHP/SO
200-999 Workers 3% 27% 80%* 13%* 21%
1,000-4,999 Workers 5* 39* 89* 8* 30*
5,000 or More Workers 7* 55*% 93* 11* 41*

All Small Firms (3-199 Workers) 2% 24% 51%* 2596* 159%*
All Large Firms (200 or More Workers) 3% 32% 83%* 12%* 25%*
ALL FIRMS 2% 24% 53% 25% 15%

* Estimate is statistically different within plan type from estimate for all other firms not in the indicated size category (p<.05).

Note: The surwey asks firms how many plans of each given type they offer. However, we do not know if each plan type is offered to
all covered workers at the firm. For example, some workers might be offered one type of plan at one location, while workers at
another location are offered a different type of plan.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

Employer Health Benefits 2010 Annual Survey
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Among Firms Offering Health Benefits, Percentage of Covered Workers in Firms That Offer the Following

Exhibit 4.4

Plan Types, by Firm Size, 2010

FIRM SIZES Conventional HMO PPO POS HDHP/SO
200-999 Workers 2% 31%* 84% 10%* 23%*
1,000-4,999 Workers 4 40 90* 7 33
5,000 or More Workers 11* 64* 88* 14 45*

All Small Firms (3-199 Workers) 2%~ 23%* 62%* 20%* 22%*
All Large Firms (200 or More Workers) 8%6* 52%* 88%6* 12%* 38%*
ALL FIRMS 6% 42% 79% 14% 32%

* Estimate is statistically different within plan type from estimate for all other firms not in the indicated size category

(p<.05).

Note: The survey asks firms how many plans of each given type they offer. However, we do not know if each plan
type is offered to all covered workers at the firm. For example, some workers might be offered one type of plan at one

location, while workers at another location are offered a different type of plan.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Market Shares of Health Plans

Enroliment remains highest in PPOs, with more than half of covered workers, followed by
HMOs, POS plans, HDHP/SOs, and conventional plans.

o Fifty-eight percent of covered workers are enrolled in PPOs, followed by HMOs (19%),
HDHP/SOs (13%), POS plans (8%), and conventional plans (1%) (Exhibit 5.1).

e Enroliment in HDHP/SOs rose to 13% of covered workers in 2010, up from 8% in 2009
(Exhibit 5.1).

¢ Plan enroliment patterns vary by firm size. Workers in large firms (200 or more
workers) are more likely than workers in small firms (3-199 workers) to enroll in PPOs
(63% vs. 51%). Workers in small firms are more likely than workers in large firms to
enroll in POS plans (15% vs. 5%) (Exhibit 5.2).

¢ Plan enroliment patterns also differ across regions.

o HMO enrollment is significantly higher in the West (33%) and Northeast (26%) and
significantly lower in the South (12%) and Midwest (11%) (Exhibit 5.2).

o Workers in the South (67%) are more likely to be enrolled in PPO plans than
workers in other regions; workers in the West (47%) are less likely to be enrolled in
a PPO (Exhibit 5.2).

o Enrollment in HDHP/SOs is higher among workers in the Midwest (20%) than in
other regions (Exhibit 5.2).

Employer Health Benefits 2010 Annual Survey
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Exhibit 5.1

Distribution of Health Plan Enroliment for Covered
Workers, by Plan Type, 1988-2010

1988

6%0,
1993 21% 7% 1
1996 31% [ 14% ]
1999 80/0 [ 24% ]
2000* 29% I L/ S
2001* 24% —)c i E—
2002* 27% [ IR% ]
2003 40/ [ 7%
2004 25%0 I ]/ —
2005* 21% [ 150 ]
2006 20% [ 130 1A%
2007 O/ [ 130 (504l
2008* 209%0 [ 150 T 80 |
2009 [ 20% [ 10% [ 8%
2010* 199/ 177 S /-
T T T T )
0% 20% 40% 60% 80% 100%

* Distribution is statistically different from the previous year shown (p<.05). No statistical tests were I Conventional

conducted for years prior to 1999. No statistical tests are conducted between 2005 and 2006 due to the

addition of HDHP/SO as a new plan type in 2006. EHMO

Note: Information was not obtained for POS plans in 1988. A portion of the change in plan type enroliment ZPPO

for 2005 is likely attributable to incorporating more recent Census Bureau estimates of the number of state oOPOS

and local government workers and removing federal workers from the weights. See the Survey Design and

Methods section from the 2005 Kaiser/HRET Survey of Employer-Sponsored Health Benefits for additional OHDHP/SO

information.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010; KPMG Survey of Employer-
Sponsored Health Benefits, 1993, 1996; The Health Insurance Association of America (HIAA), 1988.
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Exhibit 5.2

Industry, 2010

Distribution of Health Plan Enrollment for Covered Workers, by Firm Size, Region, and

size, region, or industry category (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

Conventional HMO PPO POS |HDHP/SO
FIRM SIZE
3-24 Workers 1% 20% 47%* 16%* 16%
25-49 Workers 1 12* 54 13 19
50-199 Workers 1 18 52 14* 15
200-999 Workers 1 20 63 6 10
1,000-4,999 Workers 1 18 67* 3* 10
5,000 or More Workers 1 21 61 4* 13
All Small Firms (3-199 Workers) 1% 18% 51%* 15%* 16%
All Large Firms (200 or More Workers) 1% 21% 63%6* 5%* 12%
REGION
Northeast 1% 26%* 53% 8% 13%
Midwest 1 11* 62 6 20*
South 1 12* 67* 10 10
West 1 33* 47* 7 12
INDUSTRY
Agriculture/Mining/Construction 1% 14% 57% 9% 18%
Manufacturing <1* 14* 68* 5 12
Transportation/Communications/Utilities 1 21 65 5 8
Wholesale <1* 11* 61 7 21
Retail 2 13 63 11 10
Finance 1 28 52 3* 16
Senvice 1 21 56 8 14
State/Local Government 1 17 57 17 8
Health Care 2 27 50* 9 13
ALL FIRMS 1% 19% 58% 8% 13%

* Estimate is statistically different within plan type from estimate for all other firms not in the indicated
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Worker and Employer Contributions for Premiums

Premium contributions by covered workers averaged 19% for single coverage and 30%
for family coverage, a significant increase from the percentages reported in 2009 for
both single and family coverage.! The average monthly worker contributions are $75 for

single coverage and $333 for family coverage.

e In 2010, covered workers on average contribute 19% of the premium for single
coverage, a significant increase from 17% in 2009, and 30% of the premium for
family coverage, up from 27% in 2009 (Exhibit 6.1). This is the first statistically
significant increase since Kaiser/HRET began the survey in 1999.

e The average monthly worker contributions increased for both single and family
coverage in 2010.

o On average, workers with single coverage contribute $75 per month and workers
with family coverage contribute $333 per month towards their health insurance
premiums; the amounts are higher than the $65 and $293 reported in 2009
(Exhibit 6.2).

o Workers enrolled in HDHP/SOs contribute a lower amount annually than the
overall average worker contribution for single coverage ($632 compared to
$899), while workers in HMO plans with single coverage contribute a higher
amount annually ($1,028). Workers enrolled in POS plans contribute a larger
amount annually ($5,195) than the overall average worker contribution for family
coverage ($3,997) (Exhibit 6.5).

e Workers in small firms (3-199 workers) contribute an annual amount of $865 for
single coverage, which is similar to the $917 contributed by workers in large firms
(200 or more workers) (Exhibit 6.8). In contrast, workers in small firms with family
coverage contribute significantly more annually than workers with family coverage in
large firms, ($4,665 vs. $3,652) (Exhibit 6.8).

o From 2009 to 2010, the average annual worker contribution increased
significantly for covered workers in small firms (3-199 workers) with single
coverage (from $625 to $865) (Exhibit 6.6). For family coverage, the average
annual worker contribution increased from 2009 to 2010 for workers in large firms
(200 or more workers) (from $3,182 to $3,652) (Exhibit 6.7). The average annual
worker contribution remained stable from 2009 to 2010 for covered workers with
single coverage in large firms and family coverage in small firms (Exhibits 6.6
and 6.7).

e There is a great deal of variation in worker contributions.

! Estimates for premiums, worker contributions to premiums, and employer contributions to
premiums presented in Section 6 do not include contributions made by the employer to Health
Savings Accounts or Health Reimbursement Arrangements. See Section 8 for estimates of
employer contributions to HSAs and HRAs.

Employer Health Benefits 2010 Annual Survey
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o Thirty-four percent of covered workers contribute at least $1,079 annually (120%
of the average worker contribution) for single coverage, while 42% of covered
workers have an annual worker contribution of less than $719 (80% of the
average worker contribution) (Exhibit 6.14).

o For family coverage, 28% of covered workers contribute at least $4,797 annually
(120% of the average worker contribution), while 46% of covered workers have
an annual worker contribution of less than $3,198 (80% of the average worker
contribution) (Exhibit 6.14).

e The majority of covered workers are employed by a firm that contributes at least half
of the premium.

o Sixteen percent of workers with single coverage and 5% of workers with family
coverage work for a firm that pays 100% of the premium (Exhibit 6.15).

o Covered workers in small firms (3-199 workers) are more likely to work for a firm
that pays 100% of the premium than workers in large firms (200 or more
workers). Thirty-five percent of covered workers in small firms have an employer
that pays the full premium for single coverage, compared to 6% of covered
workers in large firms (Exhibit 6.16). For family coverage, 13% percent of
covered workers in small firms have an employer that pays the full premium for
family coverage, compared to 1% of covered workers in large firms (Exhibit
6.17).

o Eight percent of covered workers in small firms (3-199 workers) contribute more
than 50% of the premium for single coverage, compared to 1% of covered
workers in large firms (200 or more workers) (Exhibit 6.16). For family coverage,
32% of covered workers in small firms work in a firm where they must contribute
more than 50% of the premium, compared to 8% of covered workers in large
firms (Exhibit 6.17).

e The percentage of the premium paid by covered workers varies by several firm
characteristics.

o For single coverage, workers in firms with many lower-wage workers (where 35%
or more earn $23,000 a year or less) contribute a greater percentage of the
premium than those in firms with fewer lower-wage workers (where less than
35% earn $23,000 a year or less) (24% vs. 18%) (Exhibit 6.19).

o For family coverage, workers in firms with many lower-wage workers (35% or
more earn $23,000 or less annually) contribute a greater percentage of the
premium than those in firms with fewer lower-wage workers (less than 35% earn
$23,000 or less annually) (35% vs. 29%) (Exhibit 6.20).

o Workers with family coverage in firms that are partially or completely self-funded
contribute a significantly lower percentage of the premium than those in firms that
are fully insured (26% vs. 36%).> Among small firms, contributions for workers in

% For definitions of Self-Funded and Fully Insured plans, see the introduction to Section 10.

Employer Health Benefits 2010 Annual Survey
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self-insured plans are 27% compared to 38% for fully insured plans. For large
firms, the contributions are 25% and 32% (Exhibit 6.20).

o Workers with family coverage in firms that have at least some union workers
contribute a significantly lower percentage of the premium than those in firms
without any union workers (24% vs. 33%) (Exhibit 6.20).

Some workers are employed by firms that vary premium contributions by workers’
wages.

o Thirteen percent of covered workers are in firms that vary worker premium
contributions by wage level, which is statistically unchanged from the 10%
reported in 2008, which was the last time the question was asked. Workers in
large firms are more likely to be employed by a firm that varies contributions by
wage than workers in small firms (17% vs. 6%) (Exhibit 6.25).

Employer Health Benefits 2010 Annual Survey
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Exhibit 6.1
Average Percentage of Premium Paid by Covered Workers
for Single and Family Coverage, 1999-2010

50% -

45% -

40% -

SSECh 30%*
25% -
20% 16% 16% 16% 16% 16% 16% 16% 17% ,19:/0*
150 | 14% 14% 14% e

10% -

5% -

0% : : : : : : ; ; ; ; ;

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

’(* Est(i)r;)ate is statistically different from estimate for the previous year shown —#-Single Coverage
p<.05).
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010. —e—Family Coverage
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Exhibit 6.2

Average Monthly Worker Premium Contributions Paid by
Covered Workers for Single and Family Coverage, 1999-2010

$500 4
$450 +
$400 -+
$350 +
$300 -+
$250 +
$200 -+ $178*

149*
$150 | $129  $135 $

$100
$50 { %27 $28 $30

$333*

203
$273+  $280 .

se5  $75*

$0 T T T T T T T

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

*Estimate is statistically different from estimate for the previous year
shown (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits,
1999-2010.

—=—Single Coverage

—e—Family Coverage
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Exhibit 6.3

Average Annual Worker and Employer Contributions to
Premiums and Total Premiums for Single Coverage, 1999-2010

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

$1.,878 $2,196 B Worker Contribution
$2.137% RN HEmployer Contribution
$2,334* $2,689*
$2.617* $3,083*
$2.875* $3,383*
$3,136* $3,695*
$3,413* $4,024*
$3.,615* $4,242*
$3.785 $4,479*
$3.983 $4,704*
$4,045 $4,824
$4.150 $5,049*

$0 $500 $1,000 $1,500 $2,000 $2,500 $3,000

* Estimate is statistically different from estimate for the previous year shown (p<.05).
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.

$3,500 $4,000 $4,500 $5,000
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1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

Exhibit 6.4
Average Annual Worker and Employer Contributions to
Premiums and Total Premiums for Family Coverage, 1999-2010
$4.,247 $5,791 B Worker Contribution
$4,819* $6,438* B Employer Contribution
$5,269* $7,061*
$5,866* $8,003*
$6,657* $9,068*
$7,289* $9,950*
$8.167* $10,880*
$8.508* $11,480*
$8.824 $12,106*
$9.325* $12,680*
$9.860* $13,375*
$9,773 $13,770*
$0 $2,000 $4,000 $6,000 $8,000 $10,000 $12,000 $14,000
* Estimate is statistically different from estimate for the previous year shown (p<.05).
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 6.5
Average Annual Firm and Worker Premium Contributions
and Total Premiums for Covered Workers for Single and
Family Coverage, by Plan Type, 2010

HMO  gingle g

Family $14,125

PPO

Single
Family $14,033
POS Single
Family $8,018* $13,213
HDHP/SO
Single 4 $3,839* $4,470*
Family $8,861* $12,384*
ALL PLANS
Single
Family $13,770
T T T T T T T T
$0 $2,000 $4,000 $6,000 $8,000 $10,000 $12,000 $14,000
* Estimate is statistically different from All Plans estimate by coverage type BWorker Contribution
<.05).
® ) B Employer Contribution

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Workers with Single Coverage, by Firm Size, 1999-2010

Exhibit 6.6
Average Annual Worker Contributions for Covered

$1,000
$900
$800
$700
$600
$500
$400
$300

$200 -

$100
$0

* Estimate is statistically different from estimate for the previous year shown (p<.05).
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.

$917

$759* $769

65>

$624 $625
$561

$306

$286  $280

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

—+—All Small Firms (3-199 Workers) ——All Large Firms (200 or More Workers)
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Exhibit 6.7
Average Annual Worker Contributions for Covered
Workers with Family Coverage, by Firm Size, 1999-2010

$5,000 -
$4,236*
$4,000 -

$3,000 -

$2,000 _52,340" $2,487

$2,14

3 $1,551

$1,000 | $1,398 $1.45

$0 T T T T T T T T T T

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

——All Small Firms (3-199 Workers) —&—All Large Firms (200 or More Workers)

* Estimate is statistically different from estimate for the previous year shown (p<.05).
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.

2010
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Exhibit 6.8
Average Annual Worker Premium Contributions Paid by Covered Workers for Single and Family
Coverage, by Firm Size, 1999-2010

Single Coverage

Family Coverage

All Small Firms (3-199 | All Large Firms (200 or | All Small Firms (3-199 | All Large Firms (200 or
Workers) More Workers) Workers) More Workers)
1999 $286 $334 $1,831* $1,398*
2000 $280* $363* $1,940* $1,453*
2001 $306* $380* $2,254* $1,551*
2002 $406* $495* $2,647* $1,893*
2003 $450 $536 $2,970* $2,146*
2004 $513 $578 $3,382* $2,340*
2005 $556 $638 $3,170* $2,487*
2006 $515* $689* $3,550* $2,658*
2007 $561* $759* $4,236* $2,831*
2008 $624* $769* $4,101* $2,982*
2009 $625* $854* $4,204* $3,182*
2010 $865 $917 $4,665* $3,652*

* Estimate is statistically different between All Small Firms and All Large Firms within year (p<.05).

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 1999-2010.
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Average Annual Firm and Worker Premium Contributions and Total Premiums for Covered
Workers for Single Coverage, by Plan Type and Firm Size, 2010

Exhibit 6.9

Worker Employer
Contribution Contribution Total Premium

HMO

All Small Firms (3-199 Workers) $991 $4,141 $5,133

All Large Firms (200 or More Workers) $1,045 $4,085 $5,129
PPO

All Small Firms (3-199 Workers) $787* $4,382 $5,169

All Large Firms (200 or More Workers) $956* $4,148 $5,104
POS

All Small Firms (3-199 Workers) $1,145 $4,000 $5,145

All Large Firms (200 or More Workers) $676 $4,725 $5,402
HDHP/SO

All Small Firms (3-199 Workers) $716 $3,738 $4,454

All Large Firms (200 or More Workers) $571 $3,911 $4,482
ALL PLANS

All Small Firms (3-199 Workers) $865 $4,180 $5,046

All Large Firms (200 or More Workers) $917 $4,133 $5,050

* Estimates are statistically different within plan type between All Small Firms and All Large Firms

(p<.05).

Source: Kaiser/HRET Sunwey of Employer-Sponsored Health Benefits, 2010.
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Average Annual Firm and Worker Premium Contributions and Total Premiums for Covered

Exhibit 6.10

Workers for Family Coverage, by Plan Type and Firm Size, 2010

Worker Employer
Contribution Contribution Total Premium

HMO

All Small Firms (3-199 Workers) $4,972 $8,313* $13,285*

All Large Firms (200 or More Workers) $4,089 $10,403* $14,492*
PPO

All Small Firms (3-199 Workers) $4,380* $9,355* $13,735

All Large Firms (200 or More Workers) $3,586* $10,574* $14,161
POS

All Small Firms (3-199 Workers) $5,536 $7,289 $12,825

All Large Firms (200 or More Workers) $4,634 $9,216 $13,850
HDHP/SO

All Small Firms (3-199 Workers) $4,472* $7,550* $12,022

All Large Firms (200 or More Workers) $2,849* $9,791* $12,640
ALL PLANS

All Small Firms (3-199 Workers) $4,665* $8,585* $13,250*

All Large Firms (200 or More Workers) $3,652* $10,386* $14,038*

* Estimates are statistically different within plan type between All Small Firms and All Large Firms

(p<.05).

Source: Kaiser/HRET Sunwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 6.11

Average Monthly and Annual Worker Premium Contributions Paid by Covered Workers for Single

and Family Coverage, by Plan Type and Firm Size, 2010

Monthly Annual
Single Family Single Family
Cowverage Cowverage Cowverage Coverage
HMO
All Small Firms (3-199 Workers) $83 $414 $991 $4,972
All Large Firms (200 or More Workers) 87 341 1,045 4,089
ALL FIRM SIZES $86 $363 $1,028 $4,357
PPO
All Small Firms (3-199 Workers) $66* $365* $787* $4,380*
All Large Firms (200 or More Workers) 80* 299* 956* 3,586*
ALL FIRM SIZES $75 $319 $905 $3,823
POS
All Small Firms (3-199 Workers) $95 $461 $1,145 $5,536
All Large Firms (200 or More Workers) 56 386 676 4,634
ALL FIRM SIZES $81 $433 $974 $5,195
HDHP/SO
All Small Firms (3-199 Workers) $60 $373* $716 $4,472*
All Large Firms (200 or More Workers) 48 237* 571 2,849*
ALL FIRM SIZES $53 $294 $632 $3,522
ALL PLANS
All Small Firms (3-199 Workers) $72 $389* $865 $4,665%
All Large Firms (200 or More Workers) 76 304* 917 3,652*
ALL FIRM SIZES $75 $333 $899 $3,997

* Estimates are statistically different within plan type between All Small Firms and All Large Firms (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 6.12
Average Monthly and Annual Worker Premium Contributions Paid by Covered
Workers for Single and Family Coverage, by Plan Type and Region, 2010

Monthly Annual
Single Family Single Family
Cowverage | Cowerage | Cowerage | Cowerage
HMO
Northeast $111* $339 $1,333* $4,069
Midwest 76 345 908 4,145
South 77 340 929 4,082
West 76 401 916 4,809
ALL REGIONS $86 $363 $1,028 $4,357
PPO
Northeast $83 $282* $998 $3,388*
Midwest 79 326 947 3,916
South 71 348* 848 4,177*
West 73 280 882 3,359
ALL REGIONS $75 $319 $905 $3,823
POS
Northeast $167 $375 $2,000 $4,495
Midwest 67 394 808 4,733
South 52 443 628 5,317
West 76 484 907 5,813
ALL REGIONS $81 $433 $974 $5,195
HDHP/SO
Northeast $59 $357 $707 $4,278
Midwest 55 230* 658 2,765*
South 59 363 710 4,358
West 32* 242 382* 2,903
ALL REGIONS $53 $294 $632 $3,522
ALL PLANS
Northeast $94* $313 $1,123* $3,754
Midwest 73 313 876 3,759
South 68* 358* 822* 4,300*
West 70 331 841 3,978
ALL REGIONS $75 $333 $899 $3,997

* Estimate is statistically different within plan type from estimate for all other firms not in the

indicated region (p<.05).

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 6.13

Average Monthly Worker Premium Contributions Paid by Covered Workers for Single and Family Coverage, by Plan

Type, 1999-2010

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 | 2010

Single Coverage

HMO $28 $26 $32 $38 $42 $46 $47 $49 $59 $59 $68 $86*

PPO 27 29 29 39* 44 48 50 53 60* 61 67* 75*

POS 27 28 29 40* 41 45 61* 53 52 72 62 81

HDHP/SO n n n n n n n 47 43 39 45 53
ALL PLANS $27 $28 $30 $39* $42 $47 $51 $52 $58* $60 $65 $75*
Family Coverage

HMO $124 $131 $150 $164 $179 | $223* | $217 | $257* | $276 $282 $307 | $363*

PPO 128 141 153 188* 210* 224 220 243* 270* 279 289 319*

POS 141 136 143 180* 206 218 271* 269 305 311 346 433*

HDHP/SO A A A " A A " 187 238 234 223 294*
ALL PLANS $129 $135 | $149* | $178* | $201* | $222* | $226 | $248* | $273* | $280 $293 | $333*

* Estimate is statistically different from estimate for the previous year shown (p<.05).

A Information was not obtained for HDHP/SOs prior to 2006.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 6.14

Distribution of Worker Premium Contributions for Single and Family Coverage Relative to the Average Annual Worker

Premium Contribution, 2010

Single Coverage

Family Coverage

Premium Range, Relative to
Awerage Premium

Premium Contribution
Range, Dollar Amount

Percentage of Covered
Workers in Range

Premium Contribution
Range, Dollar Amount

Percentage of Covered
Workers in Range

Less than 80% Less than $719 42% Less than $3,198 46%
80% to Less Than Average $719 to <$899 12% $3,198 to <$3,997 16%
Awerage to Less Than 120% $899 to <$1,079 12% $3,997 to <$4,797 11%
120% or More $1,079 or More 34% $4,797 or More 28%

Note: The average annual worker contribution is $899 for single coverage and $3,997 for family coverage. The worker contribution distribution
is relative to the average single or family worker contribution. For example, $719 is 80% of the average single worker contribution and
$1,079 is 120% of the average single worker contribution. The same break points relative to the average are used for the distribution for

family cowverage.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 6.15
Distribution of Percentage of Premium Paid by Covered Workers
for Single and Family Coverage, 2002-2010
single 2002 58% —
Coverage  2003* 57% R4
2004* 620 [oh
2005 57% B%
2006 56%0 o
2007 620 [oh
2008 5906 20
2009* 58% o
2010* 690 1494
Family
Coverage 2002 46%0 [ 7604 1
2003* 47% [ 1404 ]
2004* 44%0 [ 1390 ]
2005* 46%0 [ 1304 ]
2006 4290 [ 1204 ]
2007* YA [ 1506 ]
2008 46%0 [ 1404 ]
2009 48% [ 1204 ]
2010* 43% [ 160 ]
T T T T T d
0% 20% 40% 60% 80% 100%
20%
* Distribution is statistically different within coverage type from ® Greater Than 0%, Less Than Or Equal To 25%
distribution for the previous year shown (p<.05).
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, DIEIREEEr UAEID 252, (LSS VN @F BiE 1o elges
2002-2010. O Greater Than 50%
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Exhibit 6.16
Distribution of Percentage of Premium Paid by Covered Workers for
Single Coverage, by Firm Size, 2002-2010
All Small Firms 2002 35% 8%
(3-199 5 ~
Workers) 2003 35% [ 6941
2004 35% [524]
2005 36% [ 694 ]
2006 38% [4°4]
2007 36% [4%4]
2008 40% [524]
2009 40% B4
2010* 39% 89
All Large Firms 0, yiLy)
(200 or More ZlE So% :
Workers)2003* 67% do
2004* 65% 0 1%
2005 67% 0 1%
2006 66% O 1%
2007* 66% [1]2%
2008 68% [0 1%
2009* 67% 0 1%
2010* 65% [ 1%
t T T T T ]
0% 20% 40% 60% 80% 100%
9
* Distribution is statistically different within size category from B80%
distribution for the previous year shown (p<.05). B Greater Than 0%, Less Than Or Equal To 25%
Source: Kaiser/HRET Survey of Employer-Sponsored Health BGreater Than 25%, Less Than Or Equal To 50%
Benefits, 2002-2010. OGreater Than 50%
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Exhibit 6.17
Distribution of Percentage of Premium Paid by Covered Workers for
Family Coverage, by Firm Size, 2002-2010

(3199 Workersy 20%2 PR m— '
2003 8%0 31% 1
2004* 17% 28% |
2005* 22% [ 230n ]
2006 20% [ 249%
2007* 25% 37% ]
2008* 0/0 30% 1
2009 28% 30% ]
2010 0% 32% 1
All Large Firms 2002 57%0 [ 994 ]
(200 or More 553 5706 [6%
Workers)
2004 56%0 [ 6%
2005 0% [ 794 1
2006* 54%%0 [504]
2007* 89%0 [504]
2008 56%6 [6%
2009* 4 58%0 1494
2010* 1] 0% 8%
T T T T T ]
0% 20% 40% 60% 80% 100%

* Distribution is statistically different within size category from
distribution for the previous year shown (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health
Benefits, 2002-2010.

80%

BGreater Than 0%, Less Than Or Equal To 25%
B Greater Than 25%, Less Than Or Equal To 50%
OGreater Than 50%
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Exhibit 6.18
Distribution of the Percentage of Total Premium Paid by Covered
Workers for Single and Family Coverage, by Wage, 2010

Single Coverage

Few Workers Are Lower-Wage
(Less Than 35% Earn $23,000 a Year or Less)*

Many Workers Are Lower-Wage (35% or
More Earn $23,000 a Year or Less)*

Family Coverage

Few Workers Are Lower-Wage
(Less Than 35% Earn $23,000 a Year or Less)

Many Workers Are Lower-Wage (35% or
More Earn $23,000 a Year or Less)

0% 20% 40% 60% 80% 100%

B0%
* Distributions for Higher-Wage and Lower-Wage Firms are statistically B Greater Than 0%, Less Than Or Equal To 25%
different (p<.05). ’

ST (<) B Greater Than 25%, Less Than Or Equal To 50%

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits,
2010. Y plover=p O Greater Than 50%6
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Exhibit 6.19

Average Percentage of Premium Paid by Covered Workers for Single Coverage, by Firm
Characteristics, 2010

All Large Firms

All Small Firms| (200 or More

(3-199 Workers) Workers) All Firms
Wage Level
Few Workers Are Lower Wage (Less Than
35% Earn $23,000 a Year or Less) 17% 18%* 18%*
Many Workers are Lower-Wage (35% or
More Earn $23,000 a Year or Less) 19% 26%* 24%*
Unions
Firm Has At Least Some Union Workers 17% 17%* 17%
Firm Does Not Have Any Union Workers 18% 21%* 19%
Younger Workers
Less Than 35% of Workers Are Age 26 or
Younger 17% 19% 18%
35% or More Workers Are Age 26 or
Younger 24% 22% 22%
Older Workers
Less Than 35% of Workers Are Age 50 or
Older 19% 19% 19%
35% or More Workers Are Age 50 or Older 15% 18% 17%
Funding Arrangement
Fully Insured 18% 20% 18%
Self-Funded 17% 19% 19%

*Estimates are statistically different from each other within firm size category (p<.05).

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 6.20
Average Percentage of Premium Paid by Covered Workers for Family Coverage, by Firm
Characteristics, 2010
All Large Firms
All Small Firms| (200 or More
(3-199 Workers) Workers) All Firms
Wage Level
Few Workers Are Lower Wage (Less Than
35% Earn $23,000 a Year or Less) 36% 26%* 29%*
Many Workers are Lower-Wage (35% or
More Earn $23,000 a Year or Less) 38% 33%* 35%*
Unions
Firm Has At Least Some Union Workers 26%* 23%* 24%*
Firm Does Not Have Any Union Workers 37%* 29%* 33%*
Younger Workers
Less Than 35% of Workers Are Age 26 or
Younger 35% 26% 29%
35% or More Workers Are Age 26 or
Younger 46% 31% 35%
Older Workers
Less Than 35% of Workers Are Age 50 or
Older 37% 26% 30%
35% or More Workers Are Age 50 or Older 33% 28% 30%
Funding Arrangement
Fully Insured 38%* 32%* 36%*
Self-Funded 27%* 25%* 26%*
*Estimates are statistically different from each other within firm size category (p<.05).
Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 6.21
Average Percentage of Premium Paid by Covered Workers for Single and Family

Coverage, by Plan Type and Firm Size, 2010

Single Cowerage

Family Coverage

HMO
All Small Firms (3-199 Workers) 20% 37%*
All Large Firms (200 or More Workers) 21 20*
ALL FIRM SIZES 21% 31%
PPO
All Small Firms (3-199 Workers) 16%* 33%*
All Large Firms (200 or More Workers) 20* 26*
ALL FIRM SIZES 19% 28%
POS
All Small Firms (3-199 Workers) 23% 42%
All Large Firms (200 or More Workers) 12 35
ALL FIRM SIZES 19% 39%
HDHP/SO
All Small Firms (3-199 Workers) 15% 37%*
All Large Firms (200 or More Workers) 14 22*
ALL FIRM SIZES 14% 28%
ALL PLANS
All Small Firms (3-199 Workers) 18% 36%*
All Large Firms (200 or More Workers) 19 27*
ALL FIRM SIZES 19% 30%

* Estimates are statistically different within plan type between All Small Firms and All Large

Firms (p<.05).

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 6.22
Average Percentage of Premium Paid by Covered Workers for Single and Family Coverage, by Plan Type, 1999-
2010
1999 | 2000 | 2001 | 2002 [ 2003 [ 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
Single Coverage
HMO 16% 14% 18% 16% 17% 16% 16% 15% 17% 16% 18% | 21%*
PPO 13 14 13 16* 16 16 15 15 17 16 17 19
POS 15 14 13 16* 16 16 19 16 14 18 16 19
HDHP/SO n n n n n n n 18 15 11 14 14
ALL PLANS 14% 14% 14% 16% 16% 16% 16% 16% 16% 16% 17% | 19%*
Family Coverage
HMO 28% 26% 29% 27% 26% 29% 26% 28% 28% 26% 28% 31%
PPO 26 27 26 29* 28 27 25 26 27 27 26 28
POS 28 26 25 28 28 28 31 30 32 31 32 39
HDHP/SO n n n n n n n 25 27 29 25 28
ALL PLANS 27% 26% 26% 28% 27% 28% 26% 27% 28% 27% 27% | 30%*

* Estimate is statistically different from estimate for the previous year shown (p<.05).

N Information was not obtained for HDHP/SOs prior to 2006.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 6.23

Average Percentage of Premium Paid by Covered Workers for Single and
Family Coverage, by Plan Type and Region, 2010

Single Cowerage Family Coverage
HMO
Northeast 23% 27%*
Midwest 19 30
South 20 31
West 20 35
ALL REGIONS 21% 31%
PPO
Northeast 19% 24%*
Midwest 19 27
South 19 33*
West 17 24*
ALL REGIONS 19% 28%
POS
Northeast 33% 29%*
Midwest 16 30
South 14 42
West 19 49
ALL REGIONS 19% 39%
HDHP/SO
Northeast 15% 31%
Midwest 16 23*
South 15 36*
West 9* 25
ALL REGIONS 14% 28%
ALL PLANS
Northeast 21% 26%*
Midwest 18 27*
South 18 34*
West 17 30
ALL REGIONS 19% 30%

* Estimate is statistically different within plan type from estimate for all other firms not in

the indicated region (p<.05).

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.

SWNIWaI ] 10 SUOTINGIIIUOY) JngIduIH pue 1ayI0/\ 6 XIS UOI1D23S

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




Exhibit 6.24
Average Percentage of Premium Paid by Covered Workers, by Plan Type and Industry, 2010
Single Coverage Family Cowverage
HMO
Agriculture/Mining/Construction NSD NSD
Manufacturing 25% 24%*
Transportation/Communications/Utilities 18 23*
Wholesale NSD NSD
Retail NSD NSD
Finance 20 28
Senice 22 36*
State/Local Government 12* 20*
Health Care 20 35
ALL INDUSTRIES 21% 31%
PPO
Agriculture/Mining/Construction 21% 32%
Manufacturing 22* 26
Transportation/Communications/Utilities 19 28
Wholesale 20 29
Retail 22 38
Finance 22* 27
Senice 18 31
State/Local Government 10* 21*
Health Care 16 29
ALL INDUSTRIES 19% 28%
POS
Agriculture/Mining/Construction NSD NSD
Manufacturing NSD NSD
Transportation/Communications/Utilities NSD NSD
Wholesale NSD NSD
Retail NSD NSD
Finance NSD NSD
Senice 14% 31%*
State/Local Government NSD NSD
Health Care NSD NSD
ALL INDUSTRIES 19% 39%
HDHP/SO
Agriculture/Mining/Construction NSD NSD
Manufacturing 17% 25%
Transportation/Communications/Utilities 18 26
Wholesale 15 22
Retail NSD NSD
Finance 12 29
Senice 10* 25
State/Local Government NSD NSD
Health Care 16 25
ALL INDUSTRIES 14% 28%
ALL PLANS
Agriculture/Mining/Construction 18% 33%
Manufacturing 22* 26*
Transportation/Communications/Utilities 19 26
Wholesale 19 28
Retail 25 34
Finance 19 28
Senice 17 31
State/Local Government 9* 25
Health Care 19 32
ALL INDUSTRIES 19% 30%
* Estimate is statistically different within plan type from estimate for all other firms not in the indicated
industry (p<.05).
NSD: Not Sufficient Data.
Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 6.25

Percentage of Covered Workersin Firms That Vary Worker Premium Contributions by
Wage, by Firm Size and Region, 2010

Percentage of Covered Workers in
Firms That Vary Worker Premium
Contributions by Wage Lewel

SWNIWaI ] 10 SUOTINGIIIUOY) JngIduIH pue 1ayI0/\ 6 XIS UOI1D23S

FIRM SIZE
200-999 Workers 9%
1,000-4,999 Workers 16
5,000 or More Workers 21*
All Small Firms (3-199 Workers) 696"
All Large Firms (200 or More Workers) 17%*
REGION
Northeast 20%
Midwest 11
South 12
West 13
ALL FIRMS 13%

* Estimate is statistically different from estimate for all firms not in the indicated size or region

category (p<.05).

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Employee Cost Sharing

In addition to any required premium contributions, covered workers may face cost
sharing for the medical services that they use. Cost sharing for medical services can
take a variety of forms, including deductibles (an amount that must be paid before some
or all services are covered), copayments (fixed dollar amounts), and/or coinsurance (a
percentage of the charge for services). The type and level of cost sharing often varies
by the type of plan in which the worker is enrolled. Cost sharing may also vary by the

type of service received such as office visits, hospitalizations, or prescription drugs.

The cost-sharing amounts reported here are for covered workers using services
provided in-network by participating providers. Plan enrollees receiving services from
providers that do not participate in plan networks often face higher cost sharing and may
be responsible for charges that exceed plan allowable amounts. The framework of this
survey does not allow us to capture all of the complex cost-sharing requirements in
modern plans, particularly for ancillary services (such as durable medical equipment or
physical therapy) or cost-sharing arrangements that vary across different settings (such
as tiered networks). Therefore, we do not collect information on all of the plan provisions
and limits that affect enrollee out-of-pocket liability.

General Annual Deductibles

e A general annual deductible is an amount that must be paid by the enrollee before all
or most services are covered by their health plan. The likelihood of having a
deductible varies by plan type.

o Workers in HMOs are least likely to have a general annual deductible for single
coverage compared to other plan types. Seventy-two percent of workers in
HMOs with single coverage do not have a general annual deductible, compared
to 34% of workers in POS plans and 23% of workers in PPOs. The percentages
are similar for family coverage (Exhibit 7.1). Between 2009 and 2010 the
percentage of workers in HMOs without a deductible for single or family coverage
decreased from 84% to 72%.

o Workers without a general annual plan deductible often have other forms of cost
sharing for medical services. For workers without a general annual deductible for
single coverage, 78% of workers in HMOs, 75% of workers in PPOs, and 74% of
workers in POS plans are in plans that require cost sharing for hospital
admissions. The percentages are similar for family coverage (Exhibit 7.2).

o Deductibles vary greatly by plan type and firm size.

Employer Health Benefits 2010 Annual Survey
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o The average annual deductibles among those workers with a deductible for
single coverage are $601 for HMOs, $675 for PPOs, $1,048 for POS plans, and
$1,903 for HDHP/SOs (Exhibit 7.3).

o For each of the plan types, there is no statistically significant change in
deductible amounts from 2009 to 2010 for single or family coverage. Since 2006,
the earliest year for which we have comparable deductible data, the average
deductible for workers with PPOs has increased from $473 to $675 in 2010 for
single coverage (Exhibit 7.5) and, for aggregate family deductibles, from $1,034
to $1,518 in 2010 (Exhibit 7.12).

o Deductibles are generally higher for covered workers in plans sponsored by
small firms (3-199 workers) than for covered workers in large firms (200 or more
workers) (Exhibit 7.3 and Exhibit 7.11).

o For family coverage, the majority of workers with general annual deductibles have an
aggregate deductible, meaning all family members’ out-of-pocket expenses count
toward meeting the deductible amount. Among those with a general annual
deductible for family coverage, the percentage of covered workers with an aggregate
general annual deductible ranges from 65% for PPOs to 89% for HDHP/SOs.

o The average amounts for workers with an aggregate deductible for family
coverage are $1,321 for HMOs, $1,518 for PPOs, $2,253 for POS plans, and
$3,780 for HDHP/SOs (Exhibit 7.11).

e The other type of family deductible, a separate per-person deductible, requires each
family member to meet a separate per-person deductible amount before the plan
covers expenses for that member. Most plans with separate per-person family
deductibles consider the deductible met if a prescribed number of family members
each reach their separate deductible amounts.

o For covered workers in health plans that have separate per-person general
annual deductible amounts for family coverage, the average plan deductible
amounts are $500 for HMOs, $596 for PPOs, $1,164 for POS plans, and $2,053
for HDHP/SOs (Exhibit 7.11). Most covered workers in plans with a separate
general annual deductible for family coverage have a limit to the number of family
members required to meet the separate deductible amounts (Exhibit 7.14).
Among those workers in plans with a limit on the number of family members, the
average number of family members required to meet the separate deductible
amounts is three for PPOs and HMOs and two for HDHP/SOs.?

e The percentage of workers with deductibles of $1,000 or more for single coverage
continues to increase.

! Some workers with separate per-person deductibles or out-of-pocket maximums for family
coverage do not have a specific number of family members that are required to meet the
deductible amount and instead have another type of limit, such as a per person amount with a
total dollar amount limit. These responses are included in the averages and distributions for
separate family deductibles and out-of-pocket maximums.

% There is insufficient data to report the average number of family members required to meet the
separate deductible amount for POS plans.
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o From 2006 to 2010, the percentage of covered workers with a deductible of
$1,000 or more for single coverage has almost tripled, from 10% to 27% (Exhibit
7.7). Workers in small firms (3-199 workers) are more likely to have a general
annual deductible of $1,000 or more for single coverage than workers in large
firms (200 or more workers) (46% vs. 17%) (Exhibit 7.6).

e The majority of covered workers with a deductible are in plans where the deductible
does not have to be met before certain services, such as physician office visits,
preventive care, or prescription drugs, are covered.

o Roughly four-fifths (83%) of covered workers with general plan deductibles in
HMOs , POS plans (81%) and PPOs (70%) are enrolled in plans where the
deductible does not have to be met before physician office visits for primary care
are covered (Exhibit 7.16).

o Higher shares of covered workers do not have to meet the deductible before
preventive care is covered in HMOs (96%), PPOs (91%), POS plans (87%), and
HDHP/SOs (93%) (Exhibit 7.16).

o Similarly, among workers with a general annual deductible, covered workers in
HMOs (94%), PPOs (92%), and POS plans (92%) are enrolled in plans where
the general annual deductible does not have to be met before prescription drugs
are covered (Exhibit 7.16).

Hospital Cost Sharing

¢ We continue to examine and sometimes modify the questions on hospital and
outpatient surgery cost sharing because this can be a complex component of health
benefit plans. As in past years, we collected information on the cost-sharing
provisions for hospital admissions and outpatient surgery that are in addition to any
general annual plan deductible. Beginning with the 2009 survey, in order to better
capture the prevalence of combinations of cost sharing, the survey was changed to
ask a series of yes or no questions. Previously, the question asked respondents to
select one response from a list of types of cost sharing, such as separate
deductibles, copayments, coinsurance, and per diem payments (for hospitalization
only). Due to the change in question format, the distribution of workers with types of
cost sharing does not equal 100% as workers may face a combination of types of
cost sharing. In addition, the average copayment and coinsurance rate for hospital
admissions include workers that may have a combination of types of cost sharing.

e Whether or not a worker has a general annual deductible, most workers face
additional types of cost sharing when admitted to a hospital, such as a copayment,
coinsurance, or a per diem charge.

o The majority of workers have copayments or coinsurance when they are
admitted to a hospital, whether or not the worker has a general annual deductible
(Exhibit 7.17). Fifty-three percent of covered workers have coinsurance and 19%
have copayments for hospital admissions. Lower percentages of workers have
per day (per diem) payments (5%), a separate hospital deductible (5%), or both
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copayments and coinsurance (10%), while 19% have no cost sharing for hospital
admissions. For hospital admissions, the average coinsurance rate is 18%, the
average copayment is $232 per hospital admission, the average per diem charge
is $228, and the average separate hospital deductible is $723 (Exhibit 7.19).

o The cost-sharing provisions for outpatient surgery are similar to those for hospital
admissions, as most workers have coinsurance or copayments. Fifty-eight
percent of covered workers have coinsurance and 20% have copayments for an
outpatient surgery episode. In addition, 2% have a separate annual deductible
for outpatient surgery, and 4% have both copayments and coinsurance, while
20% have no cost sharing for an outpatient surgery (Exhibit 7.18). For covered
workers with cost sharing for each outpatient surgery episode, the average
coinsurance is 17%, the average copayment is $132, and the average separate
annual outpatient surgery deductible is $963 (Exhibit 7.19).

Cost Sharing for Physician Office Visits

e The majority of covered workers are enrolled in health plans that require cost sharing
for an in-network physician office visit, in addition to any general annual deductible.®

o The most common form of physician office visit cost sharing for in-network
services is copayments. Seventy-five percent of covered workers have a
copayment for a primary care physician office visit and 16% have coinsurance.
For office visits with a specialty physician, 73% of covered workers have
copayments and 17% have coinsurance. Workers in HMOs, PPOs, and POS
plans are much more likely to have copayments than workers in HDHP/SOs for
both primary care and specialty care physician office visits. For example, the
majority of workers in HDHP/SOs have coinsurance (51%) or no cost sharing
(30%) for primary care physician office visits after the deductible is met (Exhibit
7.20).

o Among covered workers with a copayment for in-network physician office visits,
the average copayment is $22 for primary care and $31 for specialty physicians
(Exhibit 7.22), up significantly from $20 and $28 reported in 2009. Forty-nine
percent of covered workers have a copayment of $15 or $20 for a primary care
office visit (Exhibit 7.23). For specialty care office visits, 28% of covered workers
have copayments of $20 or $25 (Exhibit 7.24).*

% In 2010, the survey asked about the prevalence and cost of physician office visits separately for
primary care and specialty care. Prior to the 2010 survey if the respondent indicated the plan had
a copayment for office visits, we assumed the plan had a copayment for both primary and
specialty care visits. The survey did not allow for a respondent to report that a plan had a
copayment for primary care visits and coinsurance for visits with a specialist physician. The
changes made in 2010 allow for variations in the type of cost sharing for primary care and
specialty care. This year the survey includes cost sharing for in-network services only. See the
2007 survey for information on out-of-network office visit cost sharing.

* The average copayments and the average coinsurance for primary and specialty care include
workers who may have a more than one type of cost sharing.
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o Among workers with coinsurance for in-network physician office visits, the
average coinsurance rate for a visit with a primary care or specialty care
physician is 18% (Exhibit 7.22).

Emergency Room Visit Cost Sharing

e The majority of covered workers have cost sharing when they visit an emergency
room.

o Ninety-two percent of covered workers have cost sharing for emergency room
visits (Exhibit 7.21). Sixty-one percent of workers pay a copayment while 17%
pay a coinsurance (Exhibit 7.20). The average copayment is $107 while the
average coinsurance is 17% (Exhibit 7.22).°

o Covered workers may find their emergency room cost sharing is waived if they
are admitted to the hospital. Among workers with cost sharing for emergency
room visits, 72% have the cost sharing waived if they are admitted to the hospital
(Exhibit 7.21).

Out-Of-Pocket Maximum Amounts

e Most covered workers are in a plan that partially or totally limits the cost sharing that
a plan enrollee must pay in a year. These limits are generally referred to as out-of-
pocket maximum amounts. Enrollee cost sharing such as deductibles, office visit
cost sharing, or spending on prescription drugs may or may not apply to the out-of-
pocket maximum. Therefore, the survey asks what types of out-of-pocket expenses
plans count when determining whether a covered worker has met the plan out-of-
pocket maximum. When a plan does not count certain types of spending, it
effectively increases the amount a worker may pay out-of-pocket.

o Eighteen percent of covered workers enrolled in single coverage and 17% of covered
workers enrolled in family coverage are in a plan that does not limit the amount of
cost sharing enrollees have to pay (Exhibit 7.27).

o Covered workers with single coverage in HMOs (37%) and POS plans (32%) are
more likely to be enrolled in a plan that does not limit the amount of cost sharing
than workers in PPOs (13%) (Exhibit 7.27). The percentage of workers without
an out-of-pocket maximum in POS plans increased from 19% of covered workers
in 2009 to 32% of covered workers in 2010.

o Covered workers without an out-of-pocket maximum, however, may not have
large cost-sharing responsibilities. For example, 78% of covered workers in
HMOs with no out-of-pocket maximum for single coverage have no general
annual deductible, and only 5% have coinsurance for a hospital admission and
4% have coinsurance for each outpatient surgery episode.

®The average copayments and the average coinsurance for emergency room visits include
workers who may have a more than one type of cost sharing.
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O

HSA-qualified HDHPs are required by law to have an out-of-pocket maximum of
no more than $5,950 for single coverage and $11,900 for family coverage in
2010. HDHP/HRAs have no such requirement, and among workers enrolled in
these plans, 8% have no out-of-pocket maximum for single or family coverage.

For covered workers with out-of-pocket maximums, there is wide variation in
spending limits.

O

Thirty-five percent of workers with an out-of-pocket maximum for single coverage
have an out-of-pocket maximum of less than $2,000, while 31% have an out-of-
pocket maximum of $3,000 or more (Exhibit 7.29).

Like deductibles, some plans have an aggregate out-of-pocket maximum amount
for family coverage that applies to cost sharing for all family members, while
others have a per-person out-of-pocket maximum that limits the amount of cost
sharing that the family must pay on behalf of each family member. For covered
workers with an aggregate out-of-pocket maximum for family coverage, 33%
have an out-of-pocket maximum of less than $4,000 (Exhibit 7.31). Among
workers with separate per-person out-of-pocket limits for family coverage, 83%
have out-of-pocket maximums of less than $4,000 (Exhibit 7.32).

As noted above, covered workers with an out-of-pocket maximum may be enrolled in
a plan where not all spending counts toward the out-of-pocket maximum, potentially
exposing workers to higher out-of-pocket spending.

O

Among workers enrolled in PPO plans with an out-of-pocket maximum for single
or family coverage, 32% are in plans that do not count spending for the general
annual deductible toward the out-of-pocket limit (Exhibit 7.28).

It is more common for covered workers to be in plans that do not count
prescription drug cost sharing toward the out-of-pocket limit. Eighty percent of
workers in PPOs and 75% in HMOs are in plans that do not count prescription
drug spending towards the out-of-pocket maximum (Exhibit 7.28).
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Exhibit 7.1
Percentage of Covered Workers With No General Annual Health Plan
Deductible for Single and Family Coverage, by Plan Type and Firm

Size, 2010
Single Family
Coverage Coverage
HMO
200-999 Workers 68% 68%
1,000-4,999 Workers 80 80
5,000 or More Workers 77 77
All Small Firms (3-199 Workers) 66% 65%
All Large Firms (200 or More Workers) 75% 75%
ALL FIRM SIZES 72% 2%
PPO
200-999 Workers 26% 26%
1,000-4,999 Workers 24 24
5,000 or More Workers 23 23
All Small Firms (3-199 Workers) 20% 20%
All Large Firms (200 or More Workers) 24% 24%
ALL FIRM SIZES 23% 23%
POS
200-999 Workers 34% 34%
1,000-4,999 Workers 70* 70*
5,000 or More Workers 15* 15*
All Small Firms (3-199 Workers) 36% 32%
All Large Firms (200 or More Workers) 30% 30%
ALL FIRM SIZES 34% 31%

*Estimate is statistically different within plan type from estimate for all other
firms not in the indicated size category (p<.05).

Note: HDHP/SOs are not shown because all covered workers in these plans
face a minimum deductible. In HDHP/HRA plans, as defined by the sunwey, the
minimum deductible is $1,000 for single coverage and $2,000 for family
cowerage. In HSA-qualified HDHPs, the legal minimum deductible for 2010 is
$1,200 for single coverage and $2,400 for family coverage. Awerage general
annual health plan deductibles for PPOs, POS plans, and HDHP/SOs are for in-
network senices.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 7.2

Among Covered Workers with No General Annual Health Plan Deductible for
Single and Family Coverage, Percentage Who Have the Following Types of

Cost Sharing, by Plan Type, 2010*

Single Cowerage | Family Coverage

Separate Cost Sharing for a Hospital

Admission
HMO 78% 78%
PPO 75 75
POS 74 71

Separate Cost Sharing for an Outpatient
Surgery Episode

HMO 74% 74%
PPO 72 72
POS 72 70

* Separate cost sharing for each hospital admission includes the following types:
separate annual deductible, copayment, coinsurance, and/or a charge per day (per
diem). Cost sharing for each outpatient surgery episode includes the following
types: separate annual deductible, copayment, and/or coinsurance.

Note: HDHP/SOs are not shown because all covered workers in these plans face a
deductible. In HDHP/HRA plans, as defined by the surwey, the minimum deductible
is $1,000 for single cowerage and $2,000 for family coverage. In HSA-qualified
HDHPs, the legal minimum deductible for 2010 is $1,200 for single coverage and
$2,400 for family coverage. Awverage general annual health plan deductibles for PPOs
and POS plans are for in-network senices.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 7.3

Among Covered Workers with a General Annual Health Plan Deductible for
Single Coverage, Average Deductible, by Plan Type and Firm Size, 2010

Single Cowerage
HMO
All Small Firms (3-199 Workers) $998*
All Large Firms (200 or More Workers) 354*
ALL FIRM SIZES $601
PPO
All Small Firms (3-199 Workers) $1,146*
All Large Firms (200 or More Workers) 460*
ALL FIRM SIZES $675
POS
All Small Firms (3-199 Workers) $1,278*
All Large Firms (200 or More Workers) 687*
ALL FIRM SIZES $1,048
HDHP/SO
All Small Firms (3-199 Workers) $2,216*
All Large Firms (200 or More Workers) 1,676*
ALL FIRM SIZES $1,903

*Estimates are statistically different within plan type between All Small Firms and

All Large Firms (p<.05).

Note: Average general annual health plan deductibles for PPOs, POS plans, and

HDHP/SOs are for in-network senices.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 7.4

Among Covered Workers with a General Annual Health Plan
Deductible for Single Coverage, Average Deductible, by Plan

Type and Region, 2010*

Single Cowerage

HMO
Northeast $693
Midwest 516
South 696
West NSD
ALL REGIONS $601
PPO
Northeast $561
Midwest 660
South 673
West 814
ALL REGIONS $675
POS
Northeast NSD
Midwest $908
South 1,065
West NSD
ALL REGIONS $1,048
HDHP/SO
Northeast $1,765
Midwest 2,000
South 1,902
West 1,868
ALL REGIONS $1,903

* Tests found no statistical differences by region (p<.05).

NSD: Not Sufficient Data.

Note: Average general annual health plan deductibles for PPOs, POS

plans, and HDHP/SOs are for in-network senvices.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits,

2010.
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Exhibit 7.5
Among Covered Workers with a General Annual Health Plan Deductible for Single Coverage, Average Deductible,
by Plan Type, 2006-2010

| 2006 2007 | 2008 | 2009 | 2010
HMO $352 $401 $503 $699* $601
PPO 473 461 560 634 675
POS 553 621 752 1,061 1,048
HDHP/SO 1,715 1,729 1,812 1,838 1,903

*Estimate is statistically different from estimate for the previous year shown by plan type (p<.05).

Note: Awverage general annual health plan deductibles for PPOs, POS plans, and HDHP/SOs are for in-network sernvices.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2006-2010.
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Percentage of Covered Workers Enrolled in a Plan with a
High General Annual Deductible for Single Coverage, By

Exhibit 7.6

Firm Size, 2010

100%

80%

60%

40%

20%

0%

*Estimate is statistically different between All Small Firms and All Large Firms within category (p<.05).

Note: These estimates include workers enrolled in HDHP/SO and other plan types. Because we do not collect
information on the attributes of conventional plans, to be conservative, we assumed that workers in conventional plans
do not have a deductible of $1,000 or more. Because of the low enroliment in conventional plans, the impact of this

assumption is minimal. Average general annual health plan deductibles for PPOs, POS plans, and HDHP/SOs are for in-
network services.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

All Small Firms (3-199 Workers)
HAll Large Firms (200 or More Workers)
= All Firms
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27%
17% 20%
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Percentage of Covered Workers with Percentage of Covered Workers with
a Single Deductible of $1,000 or a Single Deductible of $2,000 or
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Exhibit 7.7

Percentage of Covered Workers Enrolled in a Plan with a
General Annual Deductible of $1,000 or More for Single
Coverage, By Firm Size, 2006-2010

+—All Small Firms (3-199 Workers)
=@-All Large Firms (200 or More Workers)

e —a—All Firms
)
40% 4 46%
40% 35%0* >
*
30%
27%*
20%
16% & 1296* 13%* 17%
10% - 10%
6%
8%
0%
2006 2007 2008 2009 2010

*Estimate is statistically different from estimate for the previous year shown (p<.05).

Note: These estimates include workers enrolled in HDHP/SO and other plan types. Because we do not collect
information on the attributes of conventional plans, to be conservative, we assumed that workers in conventional plans
do not have a deductible of $1,000 or more. Because of the low enrollment in conventional plans, the impact of this
assumption is minimal. Average general annual health plan deductibles for PPOs, POS plans, and HDHP/SOs are for in-

network services.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006-2010.
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Exhibit 7.8
Among Covered Workers With a General Annual Health
Plan Deductible for Single PPO Coverage, Distribution of
Deductibles, 2006-2010

2006

2007*

2008*

2009

2010

0% 20% 40% 60% 80% 100%
B$1 - $499
* Distribution is statistically different from distribution for the previous year shown (p<.05). H$500 - $999
Note: Deductibles for PPO plans are for in-network services. m$1,000 - $1,999
0%$2,000 or More

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006-2010.
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Exhibit 7.9
Among Covered Workers With a General Annual Health
Plan Deductible for Single POS Coverage, Distribution of
Deductibles, 2006-2010

2006

2007*

2008*

2009*

2010*

0% 20% 40% 60% 80% 100%
m$1 - $499
* Distribution is statistically different from distribution for the previous year shown (p<.05). m$500 - $999

E$1,000 - $1,999
0%$2,000 or More

Note: Deductibles for POS plans are for in-network services.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006-2010.
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Exhibit 7.10
Distribution of Type of General Annual Deductible for Covered Workers with
Family Coverage, by Plan Type and Firm Size, 2010*

Separate
No Aggregate | Amount per
Deductible Amount Person
HMO
All Small Firms (3-199 Workers) 65% 28% 7%
All Large Firms (200 or More Workers) 75 18 7
ALL FIRM SIZES 72% 21% 7%
PPO
All Small Firms (3-199 Workers) 20% 56% 24%
All Large Firms (200 or More Workers) 24 47 29
ALL FIRM SIZES 23% 50% 27%
POS
All Small Firms (3-199 Workers) 32% 50% 18%
All Large Firms (200 or More Workers) 30 62 8
ALL FIRM SIZES 31% 54% 14%
HDHP/SO
All Small Firms (3-199 Workers) NA 85% 15%
All Large Firms (200 or More Workers) NA 91 9
ALL FIRM SIZES NA 89% 11%

* Tests found no statistical difference between distributions for All Small Firms and All
Large Firms within plan type (p<.05).

NA: Not Applicable. All covered workers in HDHP/SOs face a general annual deductible.
In HDHP/HRA plans, as defined by the survwey, the minimum deductible is $1,000 for single
cowerage and $2,000 for family cowverage. In HSA-qualified HDHPs, the legal minimum
deductible for 2010 is $1,200 for single coverage and $2,400 for family coverage.

Note: The surwey distinguished between plans that have an aggregate deductible amount
in which all family members’ out-of-pocket expenses count toward the deductible and plans
that have a separate amount for each family member, typically with a limit on the number of
family members required to reach that amount. Among workers with a general annual
deductible, 76% of workers in HMOs have an aggregate deductible, 65% in PPOs hawe an
aggregate deductible, and 79% in POS plans hawe an aggregate deductible. Average
general annual health plan deductibles for PPOs, POS plans, and HDHP/SOs are for in-
network senvices.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 7.11
Among Covered Workers with a General Annual Health Plan Deductible, Average
Deductibles for Family Coverage, by Deductible Type, Plan Type, and Firm Size, 2010

Separate Amount per
Aggregate Amount Person
HMO
All Small Firms (3-199 Workers) $2,138* NSD
All Large Firms (200 or More Workers) 774 $344
ALL FIRM SIZES $1,321 $500
PPO
All Small Firms (3-199 Workers) $2,347* $1,065*
All Large Firms (200 or More Workers) 1,103* 430*
ALL FIRM SIZES $1,518 $596
POS
All Small Firms (3-199 Workers) $2,596 NSD
All Large Firms (200 or More W orkers) 1,806 NSD
ALL FIRM SIZES $2,253 $1,164
HDHP/SO
All Small Firms (3-199 Workers) $4,306* NSD
All Large Firms (200 or More W orkers) 3,429* $1,815
ALL FIRM SIZES $3,780 $2,053

* Estimates are statistically different within plan and deductible type between All Small Firms and
All Large Firms (p<.05).

NSD: Not Sufficient Data.

Note: Average general annual health plan deductibles for PPOs, POS plans, and HDHP/SOs are for
in-network senices. The surwey distinguished between plans that have an aggregate deductible
amount in which all family members’ out-of-pocket expenses count toward the deductible and plans
that have a separate amount for each family member, typically with a limit on the number of family
members required to reach that amount.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 7.12
Among Covered Workers with a General Annual Health Plan Deductible for Family
Coverage, Average Aggregate Deductible, by Plan Type, 2006-2010

| 2006 | 2000 | 2008 | 2000 | 2010
HMO $751 $759 $1,053 $1,524* $1,321
PPO $1,034 $1,040 $1,344* $1,488 $1,518
POS $1,227 $1,359 $1,860 $2,191 $2,253
HDHP/SO $3,511 $3,596 $3,559 $3,626 $3,780

* Estimate is statistically different from estimate for the previous year shown by plan type (p<.05).

Note: Average general annual health plan deductibles for PPOs, POS plans, and HDHP/SOs are
for in-network senices.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2006-2010.
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Exhibit 7.13

Among Covered Workers With a General Annual Health Plan Deductible for Family
Coverage, Distribution of Deductibles, by Plan Type and Deductible Type, 2010

$1-$499 $500-$999 $1,000-$1,999 | $2,000 or More
HMO
Aggregate Amount 28% 9% 36% 27%
Separate Amount 50% 33% 16% 1%
PPO
Aggregate Amount 7% 33% 35% 24%
Separate Amount 58% 24% 12% 6%
POS
Aggregate Amount 7% 9% 21% 63%
Separate Amount 18% 22% 37% 23%
HDHP/SO¥
Aggregate Amount 0% 0% 0% 100%
Separate Amount 0% 0% 48% 52%

* By definition, 100% of covered workers in HDHP/SOs with an aggregate deductible have a
family deductible of $2,000 or more.

Note: Average general annual health plan deductibles for PPOs, POS plans, and HDHP/SOs are
for in-network senices. The suney distinguished between plans that have an aggregate
deductible amount in which all family members’ out-of-pocket expenses count toward the
deductible and plans that have a separate amount for each family member, typically with a limit
on the number of family members required to reach that amount.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.14
Among Covered Workers With a Separate per Person General
Annual Health Plan Deductible for Family Coverage,
Distribution of Maximum Number of Family Members Required
to Meet the Deductible, by Plan Type, 2010

<1%
HMO

PPO

%

2% 1%

POS

HDHP/SO

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Note: Average general annual health plan deductibles for PPOs, POS BTwo
plans, and HDHP/SOs are for in-network services. The survey
distinguished between plans that have an aggregate deductible amount in ®Three
which all family members’ out-of-pocket expenses count toward the . -
deductible and plans that have a separate amount for each family | F_nu_r cheelGUiiSpecitied
member, typically with a limit on the number of family members required 0 Il:llt:nlignit
to reach that amount. The “other” category refers to workers that have
another type of limit on per-person deductibles, such as a per-person -
! Other
amount with a total dollar cap.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits,
2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.15

Among Covered Workers With an Aggregate General Annual Health Plan
Deductible for Family Coverage, Distribution of Aggregate Deductibles, by Plan

Type, 2006-2010

$1-$499 $500-$999 $1,000-$1,999 [ $2,000 or More
HMO
2006 27% 42% 23% 7%
2007 22 48 23 8
2008* 31 26 20 23
2009* 7 22 33 38
2010* 28% 9% 36% 27%
PPO
2006 20% 42% 27% 12%
2007* 14 49 25 12
2008* 11 38 32 19
2009* 12 30 35 23
2010 7% 33% 35% 24%
POS
2006 12% 26% 45% 18%
2007* 32 13 29 25
2008 23 14 24 39
2009* 3 18 30 49
2010 7% 9% 21% 63%

* Distribution is statistically different from distribution for the previous year shown (p<.05).

Note: By definition, 100% of covered workers in HDHP/SOs with an aggregate deductible
hawe a family deductible of $2,000 or more. Average general annual health plan
deductibles for PPOs and POS plans are for in-network senices. The suney
distinguished between plans that have an aggregate deductible amount in which all family
members’ out-of-pocket expenses count toward the deductible and plans that have a
separate amount for each family member, typically with a limit on the number of family
members required to reach that amount.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006-2010.
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Exhibit 7.16

Among Covered Workers with a General Annual Health Plan Deductible,
Percentage with Coverage for the Following Services Without Having to First
Meet the Deductible, by Plan Type, 2010

HMO PPO POS HDHP/SO
Physician Office Visits For Primary Care 83% 70% 81% 37%°
Preventive Care 96% 91% 87% 93%
Prescription Drugs 94% 92% 92% 56%°

Note: These questions are asked of firms with a deductible for single or family coverage.
Average general annual health plan deductibles for PPOs, POS plans, and HDHP/SOs are
for in-network senices.

S Percentage is for covered workers in HDHP/HRASs only. Both HDHP/HRAs and HSA-
qualified HDHPs were asked about preventive benefits, but only HDHP/HRASs were asked
about preventive care and prescription drugs. HSA-qualified HDHPs are required by law to
apply the plan deductible to nearly all senices.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 7.17

Distribution of Covered Workers With Separate Cost Sharing for a Hospital Admission in
Addition to Any General Annual Deductible, by Plan Type, 2010

Separate Cost Sharing for a Hospital ALL
Admission HMO PPO POS HDHP/SO® [ PLANS
Separate Annual Deductible for
Hospitalizations 5% 6% 2%* <1%* 5%
Copayment and/or Coinsurance
Copayment 44* 16 25 2* 19
Coinsurance 17* 63* 37* 59 53
Both Copayment and Coinsurance* 10 10 16 <1* 10
Charge Per Day 11* 3* 14 1* 5
None 22 15* 20 38* 19

* Estimate is statistically different from All Plans estimate (p<.05).

* This includes enrollees who are required to pay the higher amount of either the copayment or
coinsurance under the plan.

Note: As in past years, we collected information on the cost-sharing provisions for hospital admissions
that are in addition to any general annual plan deductible. Howewer, beginning with the 2009 suney, in
order to better capture the prevalence of combinations of cost sharing, the survey was changed to ask a
series of yes or no questions. Previously, the question asked respondents to select one response from
a list of types of cost sharing, such as separate deductibles, copayments, coinsurance, and per diem
payments (for hospitalization only). Due to the change in question format, the distribution of workers
with types of cost sharing does not equal 100% as workers may face a combination of types of cost
sharing. Less than 1% of covered workers have an "other" type of cost sharing for a hospital admission.

8 Information on separate deductibles for hospital admissions was collected only for HDHP/HRAS
because federal regulations for HSA-qualified HDHPs make it unlikely these plans would have a
separate deductible for specific senices.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.18

Distribution of Covered Workers With Separate Cost Sharing for an Outpatient Surgery in Addition
to Any General Annual Deductible, by Plan Type, 2010

Separate Cost Sharing for an
Outpatient Surgery HMO PPO POS HDHP/SO® | ALL PLANS
Separate Annual Deductible for
Outpatient Surgery 4% 1% <1%* 1% 2%
Copayment and/or Coinsurance
Copayment 48* 13* 28 4* 20
Coinsurance 22* 70* 49 59 58
Both Copayment and Coinsurance* 3 5 4 0* 4
None 27 16 21 37* 20

* Estimate is statistically different from All Plans estimate (p<.05).

* This includes enrollees who are required to pay the higher amount of either the copayment or coinsurance
under the plan.

Note: As in past years, we collected information on the cost-sharing provisions for outpatient surgery that
are in addition to any general annual plan deductible. Howewer, beginning with the 2009 surnwey, in order to
better capture the prevalence of combinations of cost sharing, the survey was changed to ask a series of
yes or no questions. Previously, the question asked respondents to select one response from a list of
types of cost sharing, such as separate deductibles, copayments, coinsurance, and per diem payments
(for hospitalization only). Due to the change in question format, the distribution of workers with types of
cost sharing does not equal 100% as workers may face a combination of types of cost sharing. Less than
1% of covered workers have an "other" type of cost sharing for an outpatient surgery.

8 Information on separate deductibles for outpatient surgery was collected only for HDHP/HRAS because

federal regulations for HSA-qualified HDHPs make it unlikely these plans would have a separate deductible
for specific senvices.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 7.19
Among Covered Workers With Separate Cost Sharing for a Hospital
Admission or Outpatient Surgery in Addition to Any General Annual
Deductible, Average Cost Sharing, by Plan Type, 2010

Awverage Awverage Charge Per
Copayment | Coinsurance Day
Separate Cost Sharing for
a Hospital Admission
HMO $267 17% $245
PPO 213 17 157*
POS 206 19 303
HDHP/SO NSD 19 NSD
ALL PLANS $232 18% $228
Separate Cost Sharing for
an Outpatient Surgery
HMO $134 16% NA
PPO 127 17 NA
POS 146 18 NA
HDHP/SO NSD 19 NA
ALL PLANS $132 17% NA

* Estimate is statistically different from All Plans estimate (p<.05).
NSD: Not Sufficient Data.

NA: Not applicable. The surwey did not offer “Charge Per Day” (per diem) as a
response option for questions about separate cost sharing for each outpatient
surgery episode.

Note: The average separate annual deductible for hospital admission is $723
and the average separate deductible for outpatient surgery is $963. In most
cases there were too few observations to present the average estimates by
plan type. The average amounts include workers who may have a
combination of types of cost sharing. All Plans estimates are weighted by
workers in firms that reported cost sharing. See the Surwey Design and
Methods Section for more information on weighting.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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In Addition to Any General Annual Plan Deductible, Percentage of Covered Workers With the
Following Types of Cost Sharing for Physician Office Visits and Emergency Room Visits, by Plan

Exhibit 7.20

Type, 2010
Coinsurance | Both Copay and None of the
Copay Only Only Coinsurance’ |No Cost Sharing Above

Primary Care

HMO* 94% 1% 4% 1% <1%

PPO* 80 16 3 1 <1

POS* 90 4 3 2 0

HDHP/SO* 15 51 3 30 2
ALL PLANS 75% 16% 3% 5% <1%
Specialty Care

HMO* 93% 1% 4% 2% <1%

PPO* 77 17 3 3 1

POS* 90 5 4 2 <1

HDHP/SO* 13 50 3 32 2
ALL PLANS 73% 17% 3% 6% 1%
Emergency
Room Visits

HMO* 85% 5% 6% 4% 0%

PPO* 62 18 13 5 1

POS* 69 10 19 2 <1

HDHP/SO* 15 37 15 31 1
ALL PLANS 61% 17% 13% 8% 1%

* Distribution is statistically different from All Plans distribution (p<.05).

* This includes enrollees who are required to pay the higher amount of either the copayment or

coinsurance under the plan.

Note: In 2010, the surwey includes questions on cost sharing for in-network senices only. See the 2007
sunwey for information on out-of-network office visit cost sharing. In 2010, the survey asked about the
prevalence and cost of physician office visits separately for primary care and specialty care. Prior to the
2010 sunwey if the respondent indicated the plan had a copayment for office visits, we assumed the plan
had a copayment for both primary and specialty care Jsits. The survey did not allow for a respondent to
report that a plan had a copayment for primary care visits and coinsurance for visits with a specialist
physician. The changes made in 2010 allow for variations in the type of cost sharing for primary care and

specialty care.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.21
In Addition to Any Plan Deductible, Percentage of Covered Workers with

Emergency Room Cost Sharing, by Plan Type, 2010

Among Workers with
Emergency Room Cost
Sharing, Percentage of

Percentage of Cowered Cowvered Workers with Cost
Workers with Emergency | Sharing Waived if Individual

Room Cost Sharing is Admitted to the Hospital
HMO 96%* 85%*
PPO 95* 71
POS 98* 82*
HDHP/SO 69* 48*
ALL PLANS 92% 72%

* Estimate is statistically different from All Plans estimate (p<.05).

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.22
Among Covered Workers with Copayments and/or Coinsurance for In-Network
Physician Office Visits, Average Copayments and Coinsurance, by Plan Type, 2010

ALL
In-Network Office Visits HMO PPO POS [HDHP/SO| PLANS
Primary Care
Average Copay for Primary Care . .
Physician Office Visit $21 $22 $24 $25 $22
Average Coinsurance for Primary NSD 18% NSD 18% 18%
Care Physician Office Visit
Specialty Care
Average Copay for Specialist
Physician Office Visit $29 $31 $36 $34 $31
Average Coinsurance for
Specialist Physician Physician NSD 18% NSD 18% 18%
Office Visit
Emergency Room Visits
Average Copay for Emergency $95¢+ | $100 | $110 | s$124¢ | s107
Room Visits
Awerage Coinsurance for 15% 17% | 19%* | 17% 17%
Emergency Room Visits

* Estimate is statistically different from All Plans estimate (p<.05).
NSD: Not Sufficient Data.

Note: The suney asks respondents if the plan has cost sharing for in-network office visits.
In 2010, the survey asked about the prevalence and cost of physician office \isits
separately for primary care and specialty care. Prior to the 2010 surwey if the respondent
indicated the plan had a copayment for office visits, we assumed the plan had a copayment
for both primary and specialty care \isits. The survey did not allow for a respondent to
report that a plan had a copayment for primary care \isits and coinsurance for visits with a
specialist physician. The changes made in 2010 allow for variations in the type of cost
sharing for primary care and specialty care.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 7.23
Among Covered Workers With Copayments for a Physician Office Visit with a Primary Care
Physician, Distribution of Copayments, by Plan Type, 2004-2010

$10 Per $15 Per $20 Per $25 Per $30 Per
$5 Per Visit Visit Visit Visit Visit Visit Other
HMO
2004 3% 28% 40% 22% 3% 3% 1%
2005* 5 23 34 27 6 4 1
2006 3 21 37 25 8 5 2
2007+ 3 20 25 34 13 4 1
2008* 6 16 29 30 11 5 3
2009 5 11 29 31 13 8 3
2010* 1 8 22 38 15 12 4
PPO
2004 1% 17% 35% 28% 11% 4% 3%
2005* <1 16 25 34 15 5 4
2006 <1 12 25 35 17 7 3
2007* 2 11 24 35 19 7 2
2008 1 11 22 34 21 8 3
2009* <1 11 18 34 23 11 2
2010* 1 7 16 31 25 13 6
POS
2004 3% 17% 34% 36% 8% <1% 1%
2005* 2 16 35 30 11 6 1
2006* 2 22 26 27 16 6 <1
2007* 2 10 36 25 15 6 5
2008* 2 14 19 27 21 12 7
2009* 1 8 14 39 21 12 4
2010* 1 7 11 24 20 29 8
HDHP/SO*
2007 7% <1% 12% 38% 13% 19% 12%
2008 0 2 17 33 9 18 21
2009 <1 4 24 29 11 29 4
2010 0 2 17 34 10 17 20
ALL PLANS
2004 1% 19% 37% 27% 9% 3% 3%
2005* 2 17 29 32 12 5 3
2006 2 15 28 32 15 6 3
2007 2 14 25 34 17 7 2
2008 2 13 23 33 18 8 4
2009* 2 10 21 34 20 11 2
2010* 1 7 18 32 22 15 6

* Distribution is statistically different from distribution for the previous year shown (p<.05).

* There are insufficient data to report the results from the 2006 survey. Information was not obtained for
HDHP/SOs prior to 2006.

Note: Copayments for PPO, POS, and HDHP/SO plans are for in-network providers. The suney has
asked specifically about copayments for primary care physicians since 2005. In 2004, the suney

question did not specify primary or specialist physician.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2004-2010.
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Exhibit 7.24
Among Covered Workers With Copayments for a Physician Office Visit with a Specialty Care Physician,
Distribution of Copayments, by Plan Type, 2006-2010
$5 Per | $10 Per | $15 Per | $20 Per | $25 Per | $30 Per | $35 Per | $40 Per
Visit Visit Visit Visit Visit Visit Visit Visit Other
HMO
2006 3% 14% 20% 20% 17% 13% 5% 5% 4%
2007* 2 11 12 26 22 14 5 7 2
2008* 2 13 14 18 20 16 5 5 7
2009* 3 6 17 15 17 18 7 9 8
2010* 1 4 9 18 12 18 9 19 10
PPO
2006 <1% 9% 15% 25% 20% 15% 6% 5% 5%
2007 1 8 13 24 18 16 8 7 4
2008* <1 7 14 21 17 15 9 9 8
2009* <1 8 10 20 14 15 11 11 11
2010* 1 4 8 14 15 16 12 17 14
POS
2006 2% 13% 13% 17% 18% 17% 8% 5% 8%
2007* 7 6 10 21 19 16 6 6 9
2008* 1 7 8 14 13 21 11 9 17
2009 1 4 5 17 11 25 6 14 17
2010* 1 5 4 10 15 17 6 10 31
HDHP/SO*
2007 0% 7% 5% 23% 7% 18% 5% 21% 15%
2008 0 2 11 18 4 27 3 9 28
2009 <1 4 11 18 8 23 15 11 9
2010 0 2 5 16 12 12 5 22 26
ALL PLANS
2006 2% 10% 15% 22% 19% 16% 6% 5% 5%
2007 2 8 12 24 20 16 6 7 5
2008* 1 9 13 18 17 16 8 8 10
2009* 1 7 11 18 14 17 10 11 11
2010* 1 4 8 14 14 17 10 18 15
* Distribution is statistically different from distribution for the previous year shown (p<.05).
* There are insufficient data to report the results from the 2006 suney.
Note: Copayments for PPO, POS, and HDHP/SO plans are for in-network providers. Information on copayments
for specialty physician office visits was not obtained prior to 2006. The survey asks respondents if the plan has
cost sharing for in-network office \isits. Prior to the 2010 sunwey if the respondent indicated the plan had a
copayment for office visits, we assumed the plan had a copayment for both primary and specialty care \sits.
The survey did not allow for a respondent to report that a plan had a copayment for primary care visits and
coinsurance for \sits with a specialist physician. The changes made in 2010 allow for variations in the type of
cost sharing for primary care and specialty care.
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006-2010.
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Among Covered Workers in HMOs With Copayments for a Physician Office Visit,

Exhibit 7.25

Distribution of Percentage of Workers with Various Copayments, 1999-2010

$5 Per Visit | $10 Per Visit | $15 Per Visit | $20 Per Visit Other
1999 23% 60% 12% 1% 3%
2000* 22 54 16 3 6
2001* 15 56 22 3 4
2002* 7 52 27 11 3
2003* 4 35 37 12 12
2004* 3 28 40 22 7
2005* 5 23 34 27 11
2006 3 21 37 25 15
2007* 3 20 25 34 18
2008* 6 16 29 30 19
2009 5 11 29 31 24
2010* 1 8 22 38 31

* Distribution is statistically different from distribution for the previous year shown (p<.05).

Note: The suney has asked specifically about copayments for primary care physicians since

2005. Prior to 2005, the surey question did not specify primary or specialist physician.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 1999-2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.26
Among Covered Workers With Coinsurance for Physician Office Visits,
Distribution of Average Coinsurance Rates, by Plan Type, 2010

10% or 20% or 30% or 40% or

Coinsurance Rates 15% 25% 35% 45% Other
Primary Care

PPO 31% 67% 2% <1% 1%

HDHP/SO 40 53 7 0 1
ALL PLANS 33% 64% 3% <1% <1%
Specialty Care

PPO 27% 70% 2% 1% 1%

HDHP/SO* 39 50 6 0 4
ALL PLANS 30% 65% 3% <1% 2%

* Distribution is statistically different from All Plans distribution (p<.05).

Note: Coinsurance rates for HMO and POS plans are not shown because there is not
sufficient data as only 1% or 4% of covered workers, respectively, face coinsurance
for primary care office visits and 1% or 5% of covered workers, respectively, face
coinsurance for specialty care office \isits.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.27
Percentage of Covered Workers Without an Annual Out-of-Pocket Maximum for Single
and Family Coverage, by Plan Type, 2010

Single Cowerage Family Coverage
HMO 37%* 38%*
PPO 13* 13*
POS 32* 30*
HDHP/SO NA NA
ALL PLANS 18% 17%

* Estimate is statistically different from All Plans estimate (p<.05).

NA: Not Applicable. HSA-qualified HDHPs are required to have an annual maximum out-of-
pocket liability of no more than $5,950 for single coverage and $11,900 for family coverage in
2010. HDHP/HRAs hawe no such requirement, and the percentage of covered workers in
HDHP/HRAs with “No Limit” for annual out-of-pocket maximum for single and family cowerage is
8% and 8%, respectively.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.28
Among Covered Workers with an Annual Out-of-Pocket Maximum,
Percentage Whose Spending for Various Services Does Not Count Towards
the Out-of-Pocket Maximum, 2010

HMO PPO POS _|HDHP/SO*
General Annual Plan Deductible 19% 32% 20% 9%
Any Additional Plan Deductibles NSD 57% NSD NSD
Physician Office Visit Copayments 54% 74% 50% 53%
Physician Office Visit Coinsurance NSD 4% NSD 1%
Prescription Drug Cost Sharing 75% 80% 73% 42%

* Among HDHP/SO plans, questions other than “overall plan deductible” were
asked only of HDHP/HRAs and not of HSA-qualified HDHPs. HSA-qualified
HDHPs are required to apply most cost sharing to the out-of-pocket maximum.
When HDHP/HRAs are considered exclusively, among covered workers with an
annual out-of-pocket maximum, the percentage whose out-of-pocket maximum
does not include certain senvices is as follows: any additional plan deductibles is
NSD, office \isit copayments is 52%, office visit coinsurance is 1%, and
prescription drug cost sharing is 42%.

NSD: Not Sufficient Data.

Note: This series of questions is asked if the plan has an out-of-pocket maximum
for single or family coverage.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 7.29
Among Covered Workers with an Out-of-Pocket Maximum
for Single Coverage, Distribution of Out-of-Pocket
Maximums, by Plan Type, 2010

HMO*

PPO*

POS*

HDHP/SO*

ALL PLANS

0% 20% 40% 60% 80% 100%

E$999 or Less

* Distribution is statistically different from All Plans distribution (p<.05).
H$1,000-$1,499

Note: Distributions are among covered workers facing a specified limit

for out-of-pocket maximum amounts. HSA-qualified HDHPs are B$1,500-$1,999
required by law to have an out-of-pocket maximum of no more than v
$5,950 for single coverage and $11,900 for family coverage in 2010. 0$2,000-$2,499

. B$2,500-$2,999
ggﬂ)c.e. Kaiser/HRET Survey of Employer-Sponsored Health Benefits, m$3,000 or More (with a Specified Limit)
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Exhibit 7.30
Distribution of Type of Out-of-Pocket Maximum for Covered Workers with Family Coverage,
by Plan Type and Firm Size, 2010

Aggregate Separate Amount
No Limit Amount per Person
HMO
All Small Firms (3-199 Workers) 40% 47% 13%
All Large Firms (200 or More Workers) 37 49 14
ALL FIRM SIZES 38% 48% 14%
PPO
All Small Firms (3-199 Workers) 19% 58% 23%
All Large Firms (200 or More Workers) 11 65 24
ALL FIRM SIZES 13% 63% 24%
POS
All Small Firms (3-199 Workers) 37% 56% 7%
All Large Firms (200 or More Workers) 19 71 9
ALL FIRM SIZES 30% 62% 8%
HDHP/SO*
All Small Firms (3-199 Workers) 8% 81% 10%
All Large Firms (200 or More Workers) 1 93 5
ALL FIRM SIZES 4% 88% 7%
ALL FIRMS
All Small Firms (3-199 Workers)* 24% 59% 17%
All Large Firms (200 or More Workers)* 14 66 20
ALL FIRM SIZES 17% 63% 19%

* Distributions are statistically different beween All Small Firms and All Large Firms within plan type
(p<.05).

i HSA-qualified HDHPs are required by law to have an annual maximum out-of-pocket liability of no
more than $5,950 for single coverage and $11,900 for family coverage in 2010. When they are
excluded from the calculation, the distribution of type of out-of-pocket maximum for HDHP/HRAS only
is as follows: All Small Firms — 20% No Limit, 69% Aggregate Amount, and 12% Separate Amount
per Person; All Large Firms — 2% No Limit, 92% Aggregate Amount, and 5% Separate Amount per
Person; All Firm Sizes — 8% No Limit, 84% Aggregate Amount, and 8% Separate Amount per Person.

Note: The surwey distinguished between plans that have a family aggregate out-of-pocket maximum
that applies to spending by any covered person in the family or a separate per person out-of-pocket
maximum that applies to spending by each family member or a limited number of family members.
Among workers with an out-of-pocket maximum, 78% of workers in HMOs have an aggregate out-of-
pocket maximum, 72% in PPOs have an aggregate out-of-pocket maximum, 89% in POS plans have
an aggregate out-of-pocket maximum and 77% in All Plans have an aggregate out-of-pocket
maximum.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.31
Among Covered Workers with an Aggregate Out-of-Pocket
Maximum for Family Coverage, Distribution of Out-of-Pocket
Maximums, by Plan Type, 2010

HMO*
PPO*
POS*
HDHP/SO*
ALL PLANS
T T T T T )
0% 20% 40% 60% 80% 100%
B$1,999 or Less
* Distribution is statistically different from All Plans distribution (p<.05). E$2,000-$2,999
Note: Distributions are among covered workers facing a specified limit for B$3,000-$3,999
out-of-pocket maximum amounts. HSA-qualified HDHPs are required by $3, $3,
law to have an out-of-pocket maximum of no more than $5,950 for single I
coverage and $11,900 for family coverage in 2010. The survey 0$4,000-$4,999
distinguished between plans that have a family aggregate out-of-pocket
maximum that applies to spending by any covered person in the family or B$5,000-$5,999
a separate per person out-of-pocket maximum that applies to spending by N . .
each family member or a limited number of family members. B $6,000 or More (with a Specified Limit)

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits,
2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.32
Among Covered Workers with a Separate per Person Out-of-
Pocket Maximum for Family Coverage, Distribution of Out-of-
Pocket Maximums, by Plan Type, 2010

HMO*

PPO 12% 4%

HDHP/SO*

ALL PLANS

0% 20% 40% 60%0 80% 100%
* Distribution is statistically different from All Plans distribution (p<.05). E$1,999 or Less
Note: Distributions are among covered workers facing a specified limit for B $2,000-$2,999

out-of-pocket maximum amounts. The survey distinguished between plans
that have a family aggregate outfof—ﬁocket maximum that applies to
spending by any covered person in the family or a separate per person
out-of-pocket maximum that applies to spending by each family member

B$3,000-$3,999

or a limited number of family members. Distribution for out-of-pocket £$4,000-$4,999

maximum for POS plans is not show due to an insufficient number of

observations. E$5,000-$5,999

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, H$6,000 or More (with a Specified Limit)
2010.
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Employer Health Benefits 2010 Annual Survey

Exhibit 7.33
Among Covered Workers with a Separate per Person Out-of-
Pocket Maximum for Family Coverage, Distribution of
Maximum Number of Family Members Required to Meet the
Maximum, by Plan Type, 2010*

HMO

PPO

HDHP/SO

ALL PLANS

1%

T T T
0% 20% 40%

* Tests found no statistical difference between plan type distributions and the
All Plans distribution (p<.05).

Note: The survey distinguished between plans that have a family aggregate
out-of-pocket maximum that applies to spending by any covered person in
the family or a separate out-of-pocket maximum that applies to spending by
each family member or a limited number of family members. Distribution for
out-of-pocket maximum for POS plans is not show due to an insufficient
number of observations. The “other” category refers to workers that have
another type of limit on per-person out-of-pocket maximums, such as a per-
person amount with a total dollar cap.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

60% 80% 100%
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High-Deductible Health Plans with Savings Option

Changes in law over the past few years have permitted the establishment of new types
of savings arrangements for health care. The two most common are health
reimbursement arrangements (HRAs) and health savings accounts (HSAs). HRAs and
HSAs are both financial accounts that workers or their family members can use to pay
for health care services. These savings arrangements are often (or, in the case of
HSAs, always) paired with health plans with high deductibles. The survey treats high-
deductible plans that can be paired with a savings option as a distinct plan type — High-
Deductible Health Plan with Savings Option (HDHP/SO) — even if the plan would
otherwise be considered a PPO, HMO, POS plan, or conventional health plan.
Specifically for the survey, HDHP/SOs are defined as (1) health plans with a deductible
of at least $1,000 for single coverage and $2,000 for family coverage" offered with an
HRA (referred to as HDHP/HRAS); or (2) high-deductible health plans that meet the
federal legal requirements to permit an enrollee to establish and contribute to an HSA
(referred to as HSA-qualified HDHPSs).?

Percentage of Firms Offering HDHP/HRAs and HSA-Qualified HDHPs, and
Enroliment

e Fifteen percent of firms offering health benefits offer an HDHP/HRA, an HSA-
gualified HDHP, or both in 2010, similar to last year. Among firms offering health
benefits, 4% offer an HDHP/HRA and 12% offer an HSA-qualified HDHP (Exhibit
8.1), also not statistically different from the percentages reported last year.

o Firms with 1,000 or more workers are more likely to offer an HDHP/SO than
smaller firms. Thirty-four percent of firms with 1,000 or more workers offer an
HDHP/SO compared to 15% of firms with 3 to 199 workers or 21% of firms with
200-999 workers (Exhibit 8.2).

o The percentage of firms with 1,000 or more workers offering an HDHP/SO
increased in 2010 to 34% from 28% in 2009 (Exhibit 8.3).

! There is no legal requirement for the minimum deductible in a plan offered with an HRA. The
survey defines a high-deductible plan as a plan with a deductible of at least $1,000 for single
coverage and $2,000 for family coverage. Federal law requires a deductible of at least $1,200 for
single coverage and $2,400 for family coverage for HSA-qualified HDHPs in 2010. See the Text
Box for more information on HDHP/HRAs and HSA-qualified HDHPs.

% The definitions of HDHP/SOs do not include other consumer-driven plan options, such as
arrangements that combine an HRA with a lower-deductible health plan or arrangements in which
an insurer (rather than the employer as in the case of HRAs or the enrollee as in the case of
HSAs) establishes an account for each enrollee. Other arrangements may be included in future
surveys as the market evolves.
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Health Reimbursement Arrangements (HRAS) are medical care reimbursement plans
established by employers that can be used by employees to pay for health care. HRAs are
funded solely by employers. Employers typically commit to make a specified amount of
money available in the HRA for premiums and medical expenses incurred by employees or
their dependents. HRAs are accounting devices, and employers are not required to expend
funds until an employee incurs expenses that would be covered by the HRA. Unspent funds
in the HRA usually can be carried over to the next year (sometimes with a limit). Employees
cannot take their HRA balances with them if they leave their job, although an employer can
choose to make the remaining balance available to former employees to pay for health care.

HRAs often are offered along with a high-deductible health plan (HDHP). In such cases, the
employee pays for health care first from his or her HRA and then out-of-pocket until the health
plan deductible is met. Sometimes certain preventive services or other services such as
prescription drugs are paid for by the plan before the employee meets the deductible.

Health Savings Accounts (HSAs) are savings accounts created by individuals to pay for
health care. An individual may establish an HSA if he or she is covered by a “qualified health
plan” which is a plan with a high deductible (i.e., a deductible of at least $1,200 for single
coverage and $2,400 for family coverage in 2010) that also meets other requirements.l
Employers can encourage their employees to create HSAs by offering an HDHP that meets
the federal requirements. Employers in some cases also may assist their employees by
identifying HSA options, facilitating applications, or negotiating favorable fees from HSA
vendors.

Both employers and employees can contribute to an HSA, up to the statutory cap of $3,050
for single coverage and $6,150 for family coverage in 2010. Employee contributions to the
HSA are made on a pre-income tax basis, and some employers arrange for their employees
to fund their HSAs through payroll deductions. Employers are not required to contribute to
HSAs established by their employees but, if they elect to do so, their contributions are not
taxable to the employee. Interest and other earnings on amounts in an HSA are not taxable.
Withdrawals from the HSA by the account owner to pay for qualified health care expenses are
not taxed. The savings account is owned by the individual who creates the account, so
employees retain their HSA balances if they leave their job.

! See U.S. Department of the Treasury, Health Savings Accounts, available at
http://www.treasury.gov/offices/public-affairs/hsa/pdf/2010-HSA-%20indexed-amts.pdf.

Enrollment in HDHP/SOs increased from 8% to 13% of covered workers in 2010
(Exhibit 8.4).

o Seven percent of covered workers are enrolled in HDHP/HRAs and 6% are
enrolled in HSA-qualified HDHPs. HDHP/HRA enrollment increased from 3% in
2009 to 7% in 2010. Enrollment in HSA-qualified HDHPs remained at 6% in
2010, the same percentage as 2009 (Exhibit 8.4).

o Nine percent of covered workers in small firms (3-199 workers) are enrolled in
HSA-qualified HDHPs, compared to 5% of workers in large firms (200 or more
workers) (Exhibit 8.5).
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Plan Deductibles

e As expected, workers enrolled in HDHP/SOs have higher deductibles than workers
enrolled in HMOs, PPOs, or POS plans.

o The average general annual deductible for single coverage is $1,737 for
HDHP/HRAs and $2,096 for HSA-qualified HDHPs (Exhibit 8.6). These
averages are similar to the amounts reported in 2009. There is wide variation in
the average general annual deductible amounts for single coverage (Exhibit 8.8).

o Most workers in HDHP/HRAs (94%) and HSA-qualified HDHPs (92%) do not
have to meet the general annual deductible before preventive care is covered
(Exhibit 8.11).

e Since 2006, the survey has collected information on two types of family deductibles.
The survey asks employers whether the family deductible amount is (1) an
aggregate amount (i.e., the out-of-pocket expenses of all family members are
counted until the deductible is satisfied), or (2) a per-person amount that applies to
each family member (typically with a limit on the number of family members that
would be required to meet the deductible amount).

o The average aggregate deductibles for workers with family coverage are $3,577
for HDHP/HRAs and $4,006 for HSA-qualified HDHPs (Exhibit 8.6). There is
wide variation in the average aggregate general annual deductible amounts for
family coverage (Exhibit 8.10).

o Workers in HSA-qualified HDHPs in small firms face significantly higher
deductibles for single coverage ($2,284) and family coverage ($4,258) than
workers with HSA-qualified HDHPs in large firms, where deductibles average
$1,895 for single coverage and $3,734 for an aggregate deductible for family
coverage.

Out-of-Pocket Maximum Amounts

e HSA-qualified HDHPs are legally required to have a maximum annual out-of-pocket
liability of no more than $5,950 for single coverage and $11,900 for family coverage
in 2010. HDHP/HRASs have no similar requirement.

o The average annual out-of-pocket maximum for single coverage is $3,622 for
HDHP/HRAs® and $3,186 for HSA-qualified HDHPs (Exhibit 8.6).

o As with deductibles, the survey asks employers whether the family out-of-pocket
maximum liability is (1) an aggregate amount that applies to spending by any
covered person in the family, or (2) a separate per person amount that applies to
spending by each family member or a limited number of family members. The

®The average out-of-pocket maximum for HDHP/HRASs is calculated for plans with an out-of-
pocket maximum. About 10% of covered workers in HDHP/HRAS with single coverage or family
coverage are in plans that reported having no limit on out-of-pocket expenses.
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survey also asks whether spending by enrollees on various services counts
towards meeting the plan out-of-pocket maximum.

o Among covered workers with family coverage whose out-of-pocket maximum is
an aggregate amount that applies to spending by any covered person in the
family, the average annual amounts are $7,096 for HDHP/HRAs and $6,066 for
HSA-qualified HDHPs (Exhibit 8.6).

Premiums

e In 2010, the average annual premiums for HDHP/HRAs are $4,702 for single
coverage and $13,068 for family coverage. The HDHP/HRA average premium for
covered workers with single coverage is lower than the average premiums for single
coverage for workers in plans that are not HDHP/SOs (Exhibit 8.7).

e The average annual premium for workers in HSA-qualified HDHPs is $4,233 for
single coverage and $11,683 for family coverage. These amounts are lower than the
average single and family premium for workers in plans that are not HDHP/SOs
(Exhibit 8.7). Premiums increased significantly between 2009 and 2010 for HSA-
qualified HDHPs from $3,829 to $4,233 for single coverage and from $10,396 to
$11,683 for family coverage.

Worker Contributions to Premiums

e The average annual worker contributions to premiums for workers enrolled in
HDHP/HRASs are $799 for single coverage and $3,604 for family coverage (Exhibit
8.6).

e The average annual worker contributions to premiums for workers in HSA-qualified
plans are $444 for single coverage and $3,457 for family coverage (Exhibit 8.6). The
average contribution for single coverage for workers in HSA-qualified HDHPs is
significantly less than the average premium contribution made by covered workers in
plans that are not HDHP/SOs (Exhibit 8.7).

Employer Contributions to Premiums and Savings Options

e Employers contribute to HDHP/SOs in two ways: through their contributions toward
the premium for the health plan and through their contributions (if any, in the case of
HSAS) to the savings account option (i.e., the HRAs or HSAs themselves).

o Looking just at the annual employer contributions to premiums, covered workers
in HDHP/HRAs on average receive employer contributions of $3,903 for single
coverage and $9,464 for family coverage. (Exhibit 8.7).

o The average annual employer contributions to premiums for workers in HSA-
qualified HDHPs are $3,789 for single coverage and $8,225 for family coverage.
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These amounts are lower than the average contributions for single or family
coverage for workers in plans that are not HDHP/SOs (Exhibit 8.7).

When looking at employer contributions to the savings option workers enrolled in
HDHP/HRASs receive, on average, an annual employer contribution to their HRA of
$907 for single coverage and $1,619 for family coverage (Exhibit 8.7). These values
are not statistically different from the 2009 values of $1,052 for single coverage and
$2,073 for family coverage.

o Inlooking at employer contributions to HRAs, we note that some HRAs are
structured in such a way that employers may not actually spend the whole
amount that they make available to their employees’ HRAs.* Amounts committed
to an employee’s HRA that are not used by the employee generally roll over and
can be used in future years, but any balance may revert back to the employer if
the employee leaves his or her job. Thus, the employer contribution amounts to
HRAs that we capture in the survey may exceed the amount that employers will
actually spend.

Workers enrolled in HSA-qualified HDHPs on average receive an annual employer
contribution to their HSA of $558 for single coverage and $1,006 for family coverage
(Exhibit 8.7). These values are not statistically different from the 2009 values of
$688 for single coverage and $1,126 for family coverage.

o Inlooking at employer contributions to HSAS, we note that not all employers
make contributions towards HSAs established by their employees. Sixty percent
of employers offering single and 61% offering family coverage through HSA-
qualified HDHPs do not make contributions towards the HSAs that their workers
establish. In terms of covered workers, 35% do not receive an account
contribution from their employer for single or family coverage.

o The average HSA contributions reported above include the portion of covered
workers whose employer contribution to the HSA is zero. When those firms that
do not contribute to the HSA are excluded from the calculation, the average
employer contribution for covered workers is $858 for single coverage and
$1,546 for family coverage, which are not statistically different from last year.

Employer contributions to savings account options (i.e., the HRAs and HSAs
themselves) for their employees can be added to their health plan premium
contributions to calculate total employer contributions toward HDHP/SOs.

o For HDHP/HRAs, the average annual total employer contribution for covered
workers is $4,810 for single coverage and $11,083 for family coverage. The
average total employer contribution amounts for single and family coverage in
HDHP/HRAs is higher than the average amount that employers contribute

*In the survey, we ask, “Up to what dollar amount does your firm promise to contribute each year
to an employee’s HRA or health reimbursement arrangement for single coverage?” We refer to
the amount that the employer commits to make available to an HRA as a contribution for ease of
discussion. As discussed, HRAs are notional accounts, and employers are not required to
actually transfer funds until an employee incurs expenses. Thus, employers may not expend the
entire amount that they commit to make available to their employees through an HRA.
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towards single and family coverage in health plans that are not HDHP/SOs
(Exhibit 8.7).

For HSA-qualified HDHPs, the average annual total employer contribution for
covered workers is $4,347 for single coverage and $9,231 for workers with family
coverage. The total amounts contributed for workers in HSA-qualified HDHPs for
single and family coverage are similar to that contributed for workers not in
HDHP/SOs (Exhibit 8.7).
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Exhibit 8.1

Among Firms Offering Health Benefits, Percentage That Offer
an HDHP/HRA and/or an HSA-Qualified HDHP, 2005-2010

50% -

40%
30% -

20% -

12%
119 5os
10% 6oex 7%

4%
2% 1o, 220 3% 206 2%

0% -~

o 15%
13%, 504

HDHP/HRA HSA-Qualified HDHP Either HDHP/HRA or HSA-

* Estimate is statistically different from estimate for the previous year shown (p<.05).

* The 2010 estimate includes 0.3% of all firms offering health benefits that offer both an
HDHP/HRA and an HSA-qualified HDHP. The comparable percentages for 2005, 2006, 2007,
2008 and 2009 are 0.3%, 0.4%, 0.2%, 0.3% and 0.1%, respectively.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2005-2010.

Qualified HDHP#
E2005 H2006
E2007 W2008

2009 ®=2010
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Exhibit 8.2
Among Firms Offering Health Benefits, Percentage That
Offer an HDHP/SO, by Firm Size, 2010

50%0 -

40% -

34%

30% -

21%

20% -

15%

10% -

0% -
3-199 Workers*> 200-999 Workers 1,000 or More Workers*
* Estimate is statistically different from estimate for all other firms not in the indicated size category (p<.05).

Note: The 2010 estimates include 0.3% of all firms offering health benefits that offer both an HDHP/HRA and an
HSA-qualified HDHP.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Among Firms Offering Health Benefits, Percentage That
Offer an HDHP/SO, by Firm Size, 2005-2010

Exhibit 8.3
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* Estimate is statistically different from estimate for previous year shown (p<.05).

Note: The 2010 estimate includes 0.3% of all firms offering health benefits that offer both an
HDHP/HRA and an HSA-qualified HDHP. The comparable percentages for 2005, 2006, 2007, m2007 2008

2008 and 2009 are 0.3%, 0.4%, 0.2%, 0.3% and 0.1%, respectively.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2005-2010.
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Exhibit 8.4
Percentage of Covered Workers Enrolled in an
HDHP/HRA or HSA-Qualified HDHP, 2006-2010
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* Estimate is statistically different from estimate for the previous year shown (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006-2010.
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HDHP/HRA or HSA-Qualified HDHP, by Firm Size, 2010

Exhibit 8.5
Percentage of Covered Workers Enrolled in an
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*Estimates are statistically different between All Small Firms and
All Large Firms within category (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health
Benefits, 2010.
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Exhibit 8.6
HDHP/HRA and HSA-Qualified HDHP Features for Covered Workers, 2010

HDHP/HRA HSA-Qualified HDHP

Annual Plan Averages for: Single Family Single Family
Premium $4,702 $13,068 $4,233 $11,683
Worker Contribution to Premium $799 $3,604 $444 $3,457
General Annual Deductible? $1,737 $3,577 $2,096 $4,006
Out-of-Pocket Maximum Liabilityit $3,622 $7,096 $3,186 $6,066
Firm Contribution to the HRA or HSAS $907 $1,619 $558 $1,006

i Eight percent of workers enrolled in HDHP/HRAs have employers that reported no out-of-pocket
maximum for single coverage and family coverage. These workers are excluded from the HDHP/HRA
out-of-pocket maximum liability calculation. The deductible and out-of-pocket maximum averages
shown for both HDHP/HRAs and HSA-qualified HDHPs for family coverage are for covered workers
whose firms report that they face an aggregate amount. Among covered workers in HDHP/HRAs, 16%
are in plans whose family deductible is a separate per person amount and 8% are in a plan where the
family out-of-pocket maximum is a separate per person amount. Among covered workers in HSA-
qualified HDHPs, the percentages are 7% for deductibles and 7% for out-of-pocket maximums.

§ When those firms that do not contribute to the HSA (60% for single and 61% for family coverage) are
excluded from the calculation, the average firm contribution to the HSA for covered workers is $858 for
single coverage and $1,546 for family coverage. For HDHP/HRAS, we refer to the amount that the
employer commits to make available to an HRA as a contribution for ease of discussion. HRAs are
notional accounts, and employers are not required to actually transfer funds until an employee incurs
expenses. Thus, employers may not expend the entire amount that they commit to make awailable to
their employees through an HRA. Therefore, the employer contribution amounts to HRAs that we
capture in the suney may exceed the amount that employers will actually spend.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 8.7
Average Annual Premiums and Contributions to Savings Accounts For Covered Workers in HDHP/HRAs
or HSA-Qualified HDHPs, Compared to All Non-HDHP/SO Plans, 2010

HDHP/HRA HSA-Qualified HDHP | Non-HDHP/SO Plans®
Single Family Single Family Single Family
Total Annual Premium $4,702* $13,068 $4,233* $11,683* $5,136 $13,979
Worker Contribution to Premium $799 $3,604 $444* $3,457 $939 $4,069
Firm Contribution to Premium $3,903 $9,464 $3,789* $8,225* $4,197 $9,910
Annual Flrm:C Contribution to the $907 $1,619 $558 $1,006 NA NA
HRA or HSA
Total Annual Firm Contribution
(Firm Share of Premium Plus Firm $4,810* $11,083* $4,347 $9,231 $4,197 $9,910
Contribution to HRA or HSA)
Total Annual Cost (Total Premium
Plus Firm Contribution to HRA or $5,608* $14,687 $4,791* $12,688* $5,136 $13,979
HSA, if Applicable)

* Estimate is statistically different from estimate for All Non-HDHP/SO Plans (p<.05).

¥ When those firms that do not contribute to the HSA (60% for single and 61% for family coverage) are excluded
from the calculation, the average firm contribution to the HSA for covered workers is $858 for single coverage and
$1,546 for family coverage. For HDHP/HRAs, we refer to the amount that the employer commits to make
available to an HRA as a contribution for ease of discussion. HRAs are notional accounts, and employers are not
required to actually transfer funds until an employee incurs expenses. Thus, employers may not expend the
entire amount that they commit to make available to their employees through an HRA. Therefore, the employer
contribution amounts to HRAs that we capture in the survey may exceed the amount that employers will actually
spend.

8 In order to compare costs for HDHP/SOs to all other plans that are not HDHP/SOs, we created composite
variables excluding HDHP/SO data.

NA: Not Applicable.

Note: Values shown in the table may not equal the sum of their component parts. The averages presented in the
table are aggregated at the firm level and then averaged, which is methodologically more appropriate than adding
the averages. This is relevant for Total Annual Premium, Total Annual Firm Contribution, and Total Annual Cost.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 8.8
Distribution of Covered Workers with the Following General
Annual Deductible Amounts for Single Coverage, HSA-Qualified
HDHPs and HDHP/HRAs, 2010
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HSA-Qualified HDHP

HDHP/SO
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Note: The minimum annual deductible for workers enrolled in HSA-qualified HDHPs is B$1,000-$1,499
$1,200 in 2010 according to federal regulation. Therefore, the distribution for HSA-

qualified HDHPs starts at $1,200. ¥$1,500-$1,999
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010. $2,000-$2,999

0$3,000 or More
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Exhibit 8.9

Among Covered Workers, Distribution of Type of General Annual Deductible
for Family Coverage, HDHP/HRAs and HSA-Qualified HDHPs, 2010

Separate Amount per
Aggregate Amount Person
HDHP/HRA 84% 16%
HSA-Qualified HDHP 93 7
HDHP/SO 89% 11%

Note: The suney distinguished between plans that have an aggregate deductible
amount in which all family members’ out-of-pocket expenses count toward the
deductible, and plans that have a separate amount for each family member, typically
with a limit on the number of family members required to reach that amount.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 8.10
Distribution of Covered Workers with the Following
Aggregate Family Deductible Amounts, HDHP/HRAs and
HSA-Qualified HDHPs, 2010

HDHP/HRA 150

HSA-Qualified HDHP|

HDHP/SO

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Note: The survey distinguished between family deductibles that are an aggregate amount in [EZOUTER A

which all family members’ out-of-pocket expenses count toward the deductible, and plans that W$2,500-$2,999
have a separate amount for each family member, typically with a limit on the number of family
members required to reach that amount. The minimum annual family deductible for workers @$3,000-$3,999

enrolled in HSA-qualified HDHP is $2,400 in 2010 according to federal regulation. Therefore, the

distribution for HSA-qualified HDHPs starts at $2,400. 0$4,000-$4,999

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010. ®$5,000 or More
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Exhibit 8.11

Percentage of Covered Workers with Coverage for the Following Services
Without Having to First Meet the Deductible, HDHP/HRAs and HSA-Qualified
HDHPs, by Benefit Type, 2010

HDHP/HRA |HSA-QuaIiﬁed HDHP | HDHP/SO
Preventive Care 94% 92% 93%
Physician Office Visits
for Primary Care 37% NA NA
Prescription Drugs 56% NA NA

NA: Not Applicable. Firms with either HDHP/HRAs or HSA-qualified HDHPs were asked
about preventive benefits, but only firms with HDHP/HRAs were asked about physician
office visits for primary care or prescription drugs. HSA-qualified HDHPs are required by
law to apply the plan deductible to nearly all services.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Percentage of Covered Workers in Partially or Completely
Self-Funded HDHP/HRAs and HSA-Qualified HDHPs, 2010

Exhibit 8.12

100%
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Note: For definitions of Self-Funded and Fully Insured Plans, see the introduction to Section 10.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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48%
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Exhibit 8.13

Distribution of Covered Workers with the Following
Annual Employer Contributions to their HRA or HSA,

for Single Coverage, 2010

1%

HDHP/HRA

160/0

2%

HSA-Qualified HDHP 17%

6%

0% 10% 20% 30% 40% 50% 60% 70%

Note: For single coverage, 60% of employers offering HSA-qualified HDHPs (covering
35% of workers enrolled in these plans) do not make contributions towards the HSAs
that their workers establish.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

80% 90%  100%

m$0

B $1-$399

@ $400-$599
O0$600-$799
O0$800-$999
0$1,000-$1,199

®$1,200 or More
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Exhibit 8.14

Distribution of Covered Workers with the Following Annual
Employer Contributions to their HRA or HSA, for Family

Coverage, 2010

HDHP/HRA

HSA-Qualified HDHP

| 8%

1%

0% 10% 20% 30% 40% 50% 60%  70%

Note: For family coverage, 61% of employers offering HSA-qualified HDHPs (covering 35%
of workers enrolled in these plans) do not make contributions towards the HSAs that their
workers establish.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

80% 90% 100%

m$0

B $1-$999
E$1,000-$1,499
0$1,500-$1,999
0$2,000-$2,499
0$2,500-$2,999
W $3,000 or More
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Exhibit 8.15
Distribution of Firm Contributions to the HRA for Single and Family Coverage Relative to the Average Annual
Firm Contribution to the HRA, 2010

Single Coverage

Family Coverage

Premium Range, Relative to
Average Premium

Premium Range,
Dollar Amount

Percentage of
Cowered
Workers in Range

Premium Range,
Dollar Amount

Percentage of
Cowered
Workers in Range

Less than 80% Less than $725 51% Less than $1,295 50%
80% to Less Than Average $725 to <$907 16% $1,295 to <$1,619 23%
Average to Less Than 120% $907 to <$1,088 16% $1,619 to <$1,943 1%
120% or More $1,088 or More 17% $1,943 or More 26%

Note: The average annual firm contribution to the HRA is $907 for single coverage and $1,619 for family coverage. The
HRA account contribution distribution is relative to the average single or family account contribution. For example, $725
is 80% of the average single HRA account contribution and $1,088 is 120% of the average single HRA account
contribution. The same break points relative to the average are used for the distribution for family coverage.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Distribution of Firm Contributions to the HSA for Single and Family Coverage Relative to the Average

Exhibit 8.16

Annual Firm Contribution to the HSA, 2010

Single Coverage

Family Coverage

Premium Range, Relative to
Average Premium

Contribution Range

Percentage of
Covered
Workers in Range

Contribution Range

Percentage of
Covered
Workers in Range

Less than 80% Less than $446 43% Less than $804 47%
80% to Less Than Average $446 to <$558 17% $804 to <$1,006 10%
Average to Less Than 120% $558 to <$670 5% $1,006 to <$1,207 8%
120% or More $670 or More 35% $1,207 or More 36%

Note: The average annual firm contribution to the HSA is $558 for single coverage and $1,006 for family coverage. The
distribution includes workers in firms who do not make any contribution. The HSA account contribution distribution is
relative to the average single or family account contribution. For example, $446 is 80% of the average single HSA
account contribution and $670 is 120% of the average single HSA account contribution. The same break points

relative to the average are used for the distribution for family coverage.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 8.17
Distribution of Covered Workers in HDHP/HRAs and HSA-Qualified HDHPs With the
Following Types of Cost Sharing in Addition to the General Annual Deductible, 2010

Separate Cost Sharing for a Hospital HSA-Qualified
Admission HDHP/HRA HDHP HDHP/SO®
Deductible <1% NA <1%
Copayment and/or Coinsurance
Copayment 3 1% 2
Coinsurance 71 44 59
Both Copay and Coinsurance® <1 0 <1
Charge Per Day <1 1 1
None 25 54 38

Separate Cost Sharing for an
Outpatient Surgery Episode

Deductible 3% NA 1%
Copayment and/or Coinsurance
Copayment 7 1% 4
Coinsurance 70 46 59
Both Copay and Coinsurance’ 0 0 0
None 23 53 37

Separate Cost Sharing for Primary Care
Physician Office Visits

Copayment Only 22% 7% 15%
Coinsurance Only 57 42 51
Both Copayment and Coinsurance® 6 0 3
None 15 47 30

Separate Cost Sharing for Specialty
Care Physician Office Visits

Copayment Only 21% 4% 13%
Coinsurance Only 57 42 50
Both Copayment and Coinsurance* 6 0 3
None 15 51 32

Separate Cost Sharing for Emergency
Room Visits

Copayment Only 26% 4% 15%
Coinsurance Only 32 42 37
Both Copayment and Coinsurance® 27 2 15
None 15 50 31

* This includes enrollees who are required to pay the higher amount of either the copayment
or coinsurance under the plan.

8 Information on separate deductibles for hospital admissions or outpatient surgery was
collected for HDHP/HRAS only.

NA: Not Applicable. Information on separate annual deductibles for hospital admissions or
outpatient surgery was not collected for HSA-qualified HDHPs because federal regulations
make it unlikely the plan would have a separate deductible for specific senices.

Note: The distribution of workers with types of cost sharing does not equal 100% as workers
may face a combination of types of cost sharing. No covered workers in HDHP/SOs hawe an
"other" type of cost sharing for a hospital admission or for an outpatient surgery, 2% have an
"other" type of cost sharing for primary care physician office \visits, 2% have an "other" type of
cost sharing for specialist physician office visits, and 1% have an "other" type of cost sharing
for emergency room \isits.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Prescription Drug Benefits

Almost all covered workers have coverage for prescription drugs. More than three in
four covered workers are in plans with three or more cost-sharing tiers for prescription
drugs. Copayments rather than coinsurance continue to be the dominant form of cost

sharing for prescription drugs.

As in prior years, nearly all (99%) covered workers in employer-sponsored plans
have a prescription drug benefit.

e A large majority of covered workers (89%) in 2010 have a tiered cost-sharing formula
for prescription drugs (Exhibit 9.1). Cost-sharing tiers generally are associated with
a health plan placing a drug on a formulary or preferred drug list, which classifies
drugs as generic, preferred, or nonpreferred. Over the past years, an increasing
number of plans have created a fourth tier of drug cost sharing, which may be used
for lifestyle drugs or expensive biologics.

e Seventy-eight percent of covered workers are enrolled in plans with three, four, or
more tiers of cost sharing for prescription drugs, the same percentage as last year
(Exhibit 9.1).

o HDHP/SOs have different cost-sharing patterns for prescription drugs than other
plan types. Only 53% of covered workers in HDHP/SOs are in a plan with three
or more tiers of cost sharing for prescription drugs. Thirty percent are in plans
that pay 100% of prescription costs once the plan deductible is met (Exhibit 9.2).

¢ Among workers covered by plans with three or more tiers of cost sharing for
prescription drugs, a large majority face copayments rather than coinsurance (Exhibit
9.3). The percentages differ slightly across drug types because some plans have
copayments for some drug tiers and coinsurance for other drug tiers.

o For covered workers in plans with three, four, or more tiers of cost sharing for
prescription drugs, the average drug copayments for first-tier drugs ($11) was
consistent with the amount reported last year ($10). The average copayments
reported for second-tier drugs ($28), and third-tier drugs ($49) were slightly
higher than the amounts reported in 2009 (Exhibit 9.4).

o For covered workers in plans with three, four, or more tiers of cost sharing for
prescription drugs who face coinsurance rather than copayments, coinsurance
levels average 17% for first-tier drugs, 25% for second-tier drugs, and 38% for
third-tier drugs, which are similar to the percentages reported last year (Exhibit
9.4).

e Thirteen percent of covered workers are in a plan that has four or more tiers of cost
sharing for prescription drugs (Exhibit 9.1). For covered workers in plans with four
cost-sharing tiers, 46% face a copayment for fourth-tier drugs and 24% face
coinsurance (Exhibit 9.3).
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o The average copayment for a fourth-tier drug is $89 and the average
coinsurance is 36%. These amounts are not statistically different from the
amounts reported in 2009 (Exhibit 9.4).

Eleven percent of covered workers are in a plan that has two tiers for prescription
drug cost sharing (Exhibit 9.1). Similar to workers in plans with alternative cost-
sharing tiers, copayments are more common than coinsurance for workers in plans
with two tiers (Exhibit 9.5). The average copayment for the first tier is $10, and the
average copayment for the second tier is $28 (Exhibit 9.6). The average
coinsurance rate for the second tier is 27%; there was insufficient data to report the
coinsurance rate for the first tier (Exhibit 9.6).

Five percent of covered workers are covered by plans in which cost sharing is the
same regardless of the type of drug chosen (Exhibit 9.1). Among these covered
workers, 51% have copayments and 39% have coinsurance (Exhibit 9.7). Unlike the
other plan types, covered workers in HDHP/SOs with the same cost sharing
regardless of the type of drug were more likely to face coinsurance rather than
copayments (84% vs. 12%) for prescriptions (Exhibit 9.7).

o For those workers with the same cost sharing regardless of the type of drug, the
average copayment is $13 and the average coinsurance is 24% (Exhibit 9.8).

Generic drugs: A drug product that is no longer covered by patent protection and thus may
be produced and/or distributed by multiple drug companies.

Preferred drugs: Drugs included on a formulary or preferred drug list; for example, a brand-
name drug without a generic substitute.

Nonpreferred drugs: Drugs not included on a formulary or preferred drug list; for example, a
brand-name drug with a generic substitute.

Fourth-tier drugs: New types of cost-sharing arrangements that typically build additional
layers of higher copayments or coinsurance for specifically identified types of drugs, such as
lifestyle drugs or biologics.

Brand-name drugs: Generally, a drug product that is covered by a patent and is thus
manufactured and sold exclusively by one firm. Cross-licensing occasionally occurs, allowing
an additional firm to market the drug. After the patent expires, multiple firms can produce the
drug product, but the brand name or trademark remains with the original manufacturer’s
product.
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Exhibit 9.1
Distribution of Covered Workers Facing Different Cost-Sharing
Formulas for Prescription Drug Benefits, 2000-2010

2000 27% [ o506 W2%
2001* 41% [ 18%  W1%
2002* 5506 [ 1306 W1%
2003* 63% [ 13% M 2%
2004* 65% 1096 W 1%
2005* 70% 8% M 2%
2006 69% 80 M 2%
. 2%
2007 68% [696 1 W 1%
3%
2008* 70% aon Wl 1%
3% o
2009* 67% [5o] 1 3%
2010* 65% [l 1%
0% 20% 40% 60% 80% 100%

*Distribution is statistically different from distribution for the previous year BFour or More Tiers

shown (p<.05). BThree Tiers
¥No statistical tests are conducted between 2003 and 2004 or between Cuese Tlers_
2006 and 2007 due to the addition of a new category. OPayment is the same regardless of type of drug

. o . X X ONo cost sharing after deductible is met
Note: Fourth-tier drug cost-sharing information was not obtained prior to
2004. B Other

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits,
2000-2010.
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Exhibit 9.2
Distribution of Covered Workers Facing Different Cost-Sharing
Formulas for Prescription Drug Benefits, by Plan Type, 2010

HMO*
PPO*

POS* 7% . <1%

HDHP/SO*

ALL PLANS 1%
T T T T T 1
0% 20% 40% 60% 80% 100%
B Four or More Tiers
*Distribution is statistically different from All Plans W Three Tier
distribution (p<.05). B Two Tier

0 .
Source: Kaiser/HRET Survey of Employer-Sponsored Health FEYIERRS TR SR (IS B e ey
Benefits, 2010. ONo cost sharing after deductible is met

B Other
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Exhibit 9.3

Among Workers with Three, Four, or More Tiers of Cost Sharing, Distribution of Covered Workers with
the Following Types of Cost Sharing for Prescription Drugs, by Drug and Plan Type, 2010

First-Tier Drugs,

Plan Pays Entire
Cost After Any

Often Called Either Copay or | Deductibles Are Some Other
Generic Drugs Copay Only Coinsurance Only| Coinsurance® Met Amount
HMO* 91% 2% 2% 1% 4%
PPO 84 8 4 1 2
POS* 95 1 1 2 1
HDHP/SO* 71 20 3 4 2
ALL PLANS 84% 8% 4% 1% 3%
Second-Tier
Drugs, Often Copay or
called Preferred Coinsurance Plus
Drugs Any Difference®
HMO* 79% 9% 3% 0% 10%
PPO 72 13 9 <1 7
POS* 96 1 2 0 1
HDHP/SO* 64 16 16 0 4
ALL PLANS 72% 12% 9% <1% 7%
Third-Tier Drugs,
Often Called
Nonpreferred
Drugs
HMO* 7% 10% 3% 0% 10%
PPO 68 14 10 <1 8
POS* 93 3 2 <1 1
HDHP/SO* 60 18 16 2 4
ALL PLANS 69% 14% 9% <1% 8%
Fourth-Tier Drugs
HMO* 2% 16% 2% 2% 7%
PPO 42 29 2 1 27
POS* 33 8 2 0 57
HDHP/SO* 40 42 0 0 18
ALL PLANS 46% 24% 2% 1% 26%

* Distribution is statistically different from All Plans distribution within drug type (p<.05).

* Category includes enrollees who are required to pay the higher amount of either the copayment or coinsurance

under the plan.

8 category includes workers who pay a copayment or coinsurance plus the difference between the cost of the
prescription and the cost of a comparable generic drug.

Note: These distributions do not include the 1% of covered workers whose employers report “none of the above” to
the surwey question about the type of prescription drug cost-sharing formula. For definitions of Generic, Preferred,
Nonpreferred, and Fourth-Tier Drugs, see the Text Box in the introduction to Section 9.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 9.4

Among Covered Workers with Three, Four, or More Tiers of Prescription Cost Sharing, Average Copayments and
Average Coinsurance, 2000-2010

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Average Copayments
First-Tier Drugs, Often Called Generic $8 $8 $9 $9* | $10* | $10 | $11* | $11 | $10 $10 $11
Second-Tier Drugs, Often Called Preferred | $15 | $16* | $18* | $20* | $22* | $23* | $25* | $25 | $26 $27 | $28*
Third-Tier Drugs, Often Called Nonpreferred | $29 | $28 | $32* | $35* | $38* | $40* | $43* | $43 | $46* | $46 | $49*
Fourth-Tier Drugs n n n n $59 | $74 | $59 | $71* [ $75 | $85 | $89

Average Coinsurance
First-Tier Drugs, Often Called Generic 18% | 18% | 18% | 18% | 18% | 19% | 19% | 21% | 21% | 20% | 17%
Second-Tier Drugs, Often Called Preferred | NSD | 23% | 24% | 23% | 25% | 27% | 26% | 26% | 25% | 26% | 25%
Third-Tier Drugs, Often Called Nonpreferred | 28% | 33% | 40% | 34%*| 34% | 38% | 38% | 40% | 38% | 37% | 38%
Fourth-Tier Drugs n n n n 30% | 43%* | 42% | 36% | 28% | 31% | 36%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

A Fourth-tier drug copayment or coinsurance information was not obtained prior to 2004.

NSD: Not Sufficient Data.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2000-2010.
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Exhibit 9.5

Among Workers with Two Tiers of Cost Sharing for Prescription Drugs, Distribution of Covered
Workers with the Following Types of Cost Sharing for Prescription Drugs, by Drug and Plan

Employer Health Benefits 2010 Annual Survey

Type, 2010
Plan Pays
Entire Cost
First-Tier Drugs, After Any
Often Called Coinsurance |Either Copay or[ Deductibles | Some Other
Generic Drugs Copay Only Only Coinsurance* Are Met Amount
HMO* 98% 2% <1% 0% 1%
PPO 85 7 5 3 1
POS NSD NSD NSD NSD NSD
HDHP/SO NSD NSD NSD NSD NSD
ALL PLANS 88% 6% 3% 2% 1%
Copay or
Second-Tier Drugs, Coinsurance
Often Called Coinsurance |Either Copay or Plus Some Other
Preferred Drugs Copay Only Only Coinsurance* Difference® Amount
HMO* 88% 11% <1% 0% 1%
PPO* a7 21 9 0 23
POS NSD NSD NSD NSD NSD
HDHP/SO NSD NSD NSD NSD NSD
ALL PLANS 62% 18% 6% 0% 15%

* Distribution is statistically different from All Plans distribution within drug type (p<.05).

¥ This includes enrollees who are required to pay the higher amount of either the copayment or

coinsurance under the plan.

8 Category includes workers who pay a copayment or coinsurance plus the difference between the cost

of the prescription and the cost of a comparable generic drug.

NSD: Not Sufficient Data.

Note: These distributions do not include the 1% of covered workers whose employers report “none of the
abowe” to the survey question about the type of prescription drug cost-sharing formula. For definitions of

Generic and Preferred Drugs, see the Text Box in the introduction to Section 9.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 9.6

Among Covered Workers with Two Tiers of Prescription Cost Sharing, Average Copayments and Average

Coinsurance, 2000-2010

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
Average Copayments
First-Tier Drugs, Often Called Generic $7 $8* $9* $9 $10 | $10 | $11 | $10 | $11 | $10 | %10
Second-Tier Drugs, Often Called Preferred | $14 | $15* | $18* | $20* | $22* | $22 | $23 | $23 | $24 | $26 | $28
Average Coinsurance
First-Tier Drugs, Often Called Generic 19% | 17% | 20% | 21% | 17% | 16% | 22% | 21% | 19% | NSD | NSD
Second-Tier Drugs, Often Called Preferred | 28% | 25% | 25% | 28% | 25% | 24% | 27% | 28% | 32% | 28% | 27%

* Estimate is statistically different from estimate for the previous year shown (p<.05).
NSD: Not Sufficient Data.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2000-2010.
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Exhibit 9.7

Among Workers with the Same Cost Sharing Regardless of Type of Drug, Distribution of
Covered Workers with the Following Types of Cost Sharing for Prescription Drugs, by

Plan Type, 2010

Either Copay or Some Other
Copay Only Coinsurance Only Coinsurance* Amount
HMO* 87% 9% 0% 4%
PPO* 23% 61% 1% 15%
POS NSD NSD NSD NSD
HDHP/SO* 12 84 0 4
ALL PLANS 51% 39% <1% 9%

* Distribution is statistically different from All Plans distribution (p<.05).

* This includes enrollees who are required to pay the higher amount of either the copayment or
coinsurance under the plan.

NSD: Not Sufficient Data.

Note: These distributions do not include the 1% of covered workers whose employers report “none
of the above” to the survey question about the type of prescription drug cost sharing formula.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 9.8

Among Covered Workers with the Same Cost Sharing Regardless of Type of Drug, Average Copayments and
Average Coinsurance, 2000-2010

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
Average Copayments $8 | $10* [ $10 | $10 | $14* | $10* | $13* | $13 | $15 | $15 | $13
Average Coinsurance 22% | 20% | 23% | 22% | 25% | 23% | 23% | 22% | 24% | 22% | 24%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2000-2010.
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Plan Funding

The Employee Retirement Income Security Act (ERISA) of 1974 exempts self-funded

plans from state insurance laws, including reserve requirements, mandated benefits,

premium taxes, and consumer protection regulations. Over one half (59%) of covered

workers are in a self-funded health plan. Because larger firms have more employees over

whom to spread the risk of costly claims, self funding is more common and less risky for

larger firms than for smaller ones.

e Slightly more than half (59%) of covered
workers are in a self-funded plan (Exhibit
10.1). The percentage of covered workers
who are in a plan that is completely or
partially self-funded has remained stable over
the last few years, but has increased from
44% in 1999.

o By plan type, 67% of covered workers in
PPOs, 61% in HDHP/SOs, 61% in
conventional health plans, 41% in HMOs,
and 32% in POS plans are in a self-
funded plan (Exhibit 10.2).

o As expected, covered workers in large
firms (200 or more workers) are more
likely to be in a self-funded plan than
workers in small firms (3-199 workers)
(83% vs. 16%) (Exhibit 10.3). The
percentage of covered workers in self-

funded plans increases as the number of employees in a firm increases. Eighty

Employer Health Benefits 2010 Annual Survey

Self-Funded Plan: An insurance
arrangement in which the employer
assumes direct financial
responsibility for the costs of
enrollees’ medical claims.
Employers sponsoring self-funded
plans typically contract with a third-
party administrator or insurer to
provide administrative services for

the self-funded plan. In some cases,

the employer may buy stop-loss
coverage from an insurer to protect
the employer against very large
claims.

Fully Insured Plan: An insurance
arrangement in which the employer
contracts with a health plan that
assumes financial responsibility for
the costs of enrollees’ medical
claims.

percent of covered workers in firms with 1,000 to 4,999 workers and 93% of
covered workers in firms with 5,000 or more workers are in self-funded plans in

2010 (Exhibit 10.3).
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Percentage of Covered Workersin Partially or Completely Self-Funded Plans, by Firm Size, 1999-2010

Exhibit 10.1

1999 | 2000 | 2001 | 2002 [ 2003 | 2004 [ 2005 | 2006 | 2007 | 2008 | 2009 | 2010

3-199 Workers 13% | 15% | 17% | 13% | 10% | 10% | 13% | 13% | 12% 12% | 15% | 16%
200-999 Workers 51 53 52 48 50 50 53 53 53 47 48 58*
1,000-4,999 Workers 62 69 66 67 71 78 78 77 76 76 80 80
5,000 or More Workers| 62 72 70 72 79 80 82 89 86 89 88 93

ALL FIRMS 44% | 49% | 49% | 49% | 52% | 54% | 54% | 55% | 55% 55% | 57% | 59%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Note: Due to a change in the survey questionnaire, funding status was not asked of firms with conventional plans in 2006.
Therefore, conventional plan funding status is not included in this exhibit for 2006. For definitions of Self-Funded and Fully

Insured plans, see the introduction to Section 10.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 10.2
Percentage of Covered Workersin Partially or Completely Self-Funded Plans,

by Plan Type, 1999-2010

1999 | 2000 | 2001 | 2002 | 2003 | 2004 [ 2005 | 2006 | 2007 | 2008 | 2009 | 2010

Conventional 65% | 64% | 65% | 58% | 49% | 43% | 53% n 53% | 47% | 48% | 61%
HMO 16 23* 31* 27 29 29 32 33 34 40 40 41
PPO 60 63 61 61 61 64 65 63 65 64 67 67
POS 42 45 42 40 44 46 36 32 34 29 25 32
HDHP/SO " " " " " " " 50 41 35 48* 61*

ALL PLANS 44% | 49% | 49% | 49% | 52% | 54% | 54% | 55% | 55% | 55% | 57% | 59%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

" Information was not obtained for conventional plans in 2006 and HDHP/SO plans prior to 2006.

Note: Due to a change in the survey questionnaire, funding status was not asked of firms with conventional plans in 2006.
Therefore, conventional plan funding status is not included in this exhibit for 2006. For definitions of Self-Funded and Fully

Insured plans, see the introduction to Section 10.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 10.3

Percentage of Covered Workers in Partially or Completely Self-Funded Plans, by
Firm Size, Region, and Industry, 2010

Self-Funded (Employer Bears Some

or All of Financial Risk)

Surpung ue[g 6 U3l Uor1dd3s

FIRM SIZE
200-999 Workers 58%
1,000-4,999 Workers 80*
5,000 or More Workers 93*
All Small Firms (3-199 Workers) 1696
All Large Firms (200 or More Workers) 83%*
REGION
Northeast 58%
Midwest 66*
South 60
West 53
INDUSTRY
Agriculture/Mining/Construction 35%*
Manufacturing 71*
Transportation/Communications/Utilities 72*
Wholesale 66
Retail 63
Finance 63
Senice 53*
State/Local Government 66
Health Care 56
ALL FIRMS 59%

* Estimate is statistically different from estimate for all other firms not in the indicated size,

region, or industry category (p<.05).

Note: For definitions of Self-Funded and Fully Insured plans, see the introduction to

Section 10.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 10.4
Percentage of Covered Workers in Partially or Completely Self-Funded Plans,
by Plan Type and Firm Size, 2010

Conventional HMO PPO POS HDHP/SO
3-199 Workers NSD 9%* 18%* 9* 24%*
200-999 Workers NSD 23* 69 53 53
1,000-4,999 Workers NSD 59* 85* 60* 88*
5,000 or More Workers NSD 65* 96* 85* 99*
ALL FIRMS 61% 41% 67% 32% 61%

* Estimate is statistically different from estimate for all other firms not in the indicated size category within
plan type (p<.05).

Note: For definitions of Self-Funded and Fully Insured plans, see the introduction to Section 10.

NSD: Not Sufficient Data.

Source: Kaiser/HRET Surney of Employer-Sponsored Health Benefits, 2010.
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Percentage of Covered Workers in Partially or Completely Self-Funded HMO Plans,

Exhibit 10.5

by Firm Size, 1999-2010

1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
3-199 Workers 5% 4% 14% | 10% | 5% 4% 10% | 3% 1% 10% | 6% 9%
200-999 Workers 14 13 23 16 21 18 17 29 19 22 26 23
1,000-4,999 Workers 22 27 32 31 37 49 50 54 44 48 50 59
5,000 or More Workers 19 35* 40 38 44 40 44 47 58 66 61 65
ALL HMO PLANS 16% | 23%"* | 319%* | 27% | 29% | 29% | 32% | 33% | 34% | 40% | 40% | 41%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Note: For definitions of Self-Funded and Fully Insured plans, see the introduction to Section 10.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 10.6
Percentage of Covered Workers in Partially or Completely Self-Funded PPO Plans,
by Firm Size, 1999-2010

1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

3-199 Workers 19% | 23% | 23% | 15% | 13% | 13% | 18% | 19% | 17% | 15% | 21% | 18%
200-999 Workers 69 72 66 63 60 63 67 61 65 55 55 69*
1,000-4,999 Workers 84 89 87 83 85 88 88 85 87 85 87 85
5,000 or More Workers 87 88 87 93 93 93 95 97 90* 94 93 96

ALL PPO PLANS 60% | 63% | 61% | 61% | 61% | 64% | 65% | 63% | 65% | 64% | 67% | 67%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Note: For definitions of Self-Funded and Fully Insured plans, see the introduction to Section 10.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010.

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

Surpung ue[g 6 U3l Uor1dd3s

179




Employer Health Benefits 2010 Annual Survey

Exhibit 10.7
Percentage of Covered Workersin Partially or Completely Self-Funded POS Plans,
by Firm Size, 1999-2010

1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
3-199 Workers 10% | 10% | 10% | 10% | 8% 9% 9% 6% | 14% | 9% 5% 9%
200-999 Workers 35 39 40 21* 42* 42 31 36 33 20 39 53
1,000-4,999 Workers 62 71 60 67 73 63 48 62 a7 52 53 60
5,000 or More Workers 75 77 76 67 71 77 74 80 89 65 76 85
ALL POS PLANS 42% | 45% | 42% | 40% | 44% | 46% | 36% | 32% | 34% | 29% | 25% | 32%

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Note: For definitions of Self-Funded and Fully Insured plans, see the introduction to Section 10.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 1999-2010.
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Exhibit 10.8
Percentage of Covered Workers in Partially or Completely Self-Funded HDHP/SOs, by Firm
Size, 2006-2010

2006 2007 2008 2009 2010

3-199 Workers 7% 4% 7% 18% 24%
200-999 Workers 57 27 48 36 53
1,000-4,999 Workers 81 86 72 81 88
5,000 or More Workers 100 97 91 96 99

ALL HDHP/SOs 50% 41% 35% 48%* 61%*

* Estimate is statistically different from estimate for the previous year shown (p<.05).

Note: Information on funding status for HDHP/SOs was not collected prior to 2006. For definitions of
Self-Funded and Fully Insured plans, see the introduction to Section 10.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2006-2010.
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Retiree Health Benefits

Retiree health benefits are an important consideration for older workers making
decisions about their retirement. Health benefits for retirees also provide an important
supplement to Medicare for retirees age 65 or older. Among firms offering health
benefits to their workers, large firms (200 or more workers) are much more likely than
small firms (3-199 workers) to offer retiree health benefits. After falling dramatically in
the late 1980s and early 1990s, the percentage of large firms (200 or more workers)

offering retiree health benefits has remained relatively constant.

¢ Twenty-eight percent of large firms (200 or more workers) that offer health benefits to
their employees offer retiree coverage in 2010, similar to 30% in 2009, but down
from 34% in 2005 and 66% in 1988 (Exhibit 11.1).*

o Offering retiree health benefits varies considerably by firm characteristics.

o Large firms are much more likely to offer retiree health benefits than small firms —
28% vs. 3% (Exhibit 11.2).

o Among large firms that offer health benefits, state and local governments are
more likely (87%) than large firms in other industries to offer retiree health
benefits. In contrast, large firms in the health care industry are less likely (17%)
to offer retiree health benefits when compared to large firms in other industries
(Exhibit 11.2).

o Large firms with fewer part-time workers (less than 35% work part time) are more
likely to offer retiree health benefits than large firms with many part-time workers
(35% or more work part time) — 30% vs. 17% (Exhibit 11.3).

o Large firms with union workers are more likely to offer retiree health benefits than
large firms without union workers — 41% vs. 21% (Exhibit 11.3).

o Large firms with more older workers (35% or more are age 50 or older) are more
likely to offer retiree benefits than large firms with fewer older workers (less than
35% are age 50 or older) — 34% vs. 25% (Exhibit 11.3).

e Among firms offering health benefits, virtually all large firms that offer retiree health
benefits offer them to early retirees under the age of 65 (93%). A lower percentage
(75%) of large firms offering retiree health benefits offer them to Medicare-age
retirees (Exhibit 11.4).

! We now count the 0.46% of large firms that indicate they offer retiree coverage but have no
retirees as offering retiree health benefits. Historical numbers have been recalculated so that the
results are comparable.
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Exhibit 11.1
Among All Large Firms (200 or More Workers) Offering Health
Benefits to Active Workers, Percentage of Firms Offering Retiree
Health Benefits, 1988-2010*

10096

90% -

80% -

70% -66%

60%0 -

50% 46%

40% 40% 41% 39%
35%

40% 36% 36% 8% 37% . 0 3506 3404
3196 30% ,gqy,

30% A

20% A

10% +

0% -

1988 1991 1993 1995 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

*Tests found no statistical difference from estimate for the previous year shown (p<.05). No statistical tests are conducted for
years prior to 1999.

Note: Data have been edited to include the less than 1% of large firms who report “yes, but no retiree” responses in 2010.
Historical numbers have been recalculated so that the results are comparable.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010; KPMG Survey of Employer-Sponsored Health
Benefits, 1991, 1993, 1995, 1998; The Health Insurance Association of America (HIAA), 1988.

184

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

UQAQ[Q uoI11d238

S11joua( YIJeIH 921119y
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Among Firms Offering Health Benefits to Active Workers, Percentage of Firms Offering
Retiree Health Benefits, by Firm Size, Region, and Industry, 2010

Exhibit 11.2

All Small Firms All Large Firms
(3-199 Workers) (200 or More Workers)
FIRM SIZE
3-199 Workers 3% -
200-999 Workers - 22%*
1,000-4,999 Workers -- 39*
5,000 or More Workers - 48*
REGION
Northeast 2% 32%
Midwest 5 25
South 3 28
West 2 27
INDUSTRY
Agriculture/Mining/Construction 1%* 30%
Manufacturing 6 24
Transportation/Communications/Utilities NSD 34
Wholesale 10 30
Retail o* 16
Finance 10 40
Senice 2 24
State/Local Government NSD 87*
Health Care <1* 17*
ALL FIRMS 3% 28%

* Estimate is statistically different within Small or Large Firm category from estimate for all other

firms not in the indicated size, region, or industry category (p<.05).

NSD: Not Sufficient Data.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 11.3
Among All Large Firms (200 or More Workers) Offering Health
Benefits to Active Workers, Percentage of Firms Offering Retiree
Health Benefits, by Firm Characteristics, 2010

WAGE LEVEL
Few Workers Are Lower-Wage
(Less Than 35% Earn $23,000 a Year or Less) 29%
Many Workers Are Lower-Wage (35% or
More Earn $23,000a Year or Less) 22%

PART-TIME WORKERS*

Few Workers Are Part-Time
(Less Than 35% Work Part-Time) 30%
Many Workers Are Part-Time
(35% or More Work Part-Time) 17%

UNIONS*

Firm Has At Least Some Union Workers 41%

Firm Does Not Have Any Union Workers 21%

YOUNGER WORKERS*

Less Than 35% of Workers Are Age 26 or ®
Younger 29%

25% or More Workers Are Age 26 or ®
Younger 20%

OLDER WORKERS*

Less than 35% of Workers Are Age 50 or
¢ Older 25%

35% or More Workers Are Age 50 or Older
¢ 34%

0% 10% 20% 30% 40% 50%

*Estimates are statistically different from each other within category (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 11.4
Among All Large Firms (200 or More Workers) Offering Health
Benefits to Active Workers and Offering Retiree Coverage, Percentage
of Firms Offering Health Benefits to Early and Medicare-Age Retirees,
2000-2010

«
100% + 96% __  96%
939% 0 949%694%q,4,93%%6970,,93%

909% -
80% 6 6 75%  75%
71% .

T 68%.
60%
50%
40%
30%
20%

10%

0%

Offer Health Benefits To Early Retirees Offer Health Benefits to Medicare-Age Retirees

E2000 m2001 =2002 m2003 m2004 m2005 2006 m=2007 2008 m=2009 m2010

*Estimate is statistically different from estimate for the previous year shown (p<.05).

Early Retirees: Workers retiring before age 65.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2000-2010.
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Exhibit 11.5

Among All Large Firms (200 or More Workers) Offering Health Benefits to Active Workers
and Offering Retiree Coverage, Percentage of Firms Offering Retiree Health Benefits to
Early and Medicare-Age Retirees, by Firm Size, Region, and Industry, 2010

Percentage of Large
Employers Offering
Retiree Health Benefits
to Early Retirees

Percentage of Large
Employers Offering
Retiree Health Benefits
to Medicare-Age Retirees

FIRM SIZE
200-999 Workers 92% 72%
1,000-4,999 Workers 93 81
5,000 or More Workers 93 76
REGION
Northeast 91% 77%
Midwest 97* 76
South 91 71
West 93 79
INDUSTRY
Agriculture/Mining/Construction NSD NSD
Manufacturing 93% 71%
Transportation/Communications/Utilities 100* 75
Wholesale NSD NSD
Retail NSD NSD
Finance 88 77
Senice 96 72
State/Local Government 98* 76
Health Care NSD NSD
ALL LARGE FIRMS (200 or More Workers) 93% 75%

* Estimate is statistically different from estimate for all other large firms not in the indicated size,

region, or industry category (p<.05).
Early Retirees: Workers retiring before age 65.

NSD: Not Sufficient Data.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Wellness Programs, Health Risk Assessments, and
Disease Management Programs

Many firms also provide wellness programs to their employees. This year’s survey
included questions on the wellness programs offered to employees, incentives for
participation in wellness programs, employer opinions of wellness programs, health risk

assessments and related incentives, and disease management programs.

Wellness Benefits

¢ In an effort to improve health and lower costs, some employers and health plans
offer wellness programs. Wellness programs may range from classes in nutrition or
healthy living to a wellness newsletter.

o Seventy-four percent of firms offering health benefits offer at least one of the
following wellness programs: weight loss programs, gym membership discounts
or on-site exercise facilities, smoking cessation program, personal health
coaching, classes in nutrition or healthy living, web-based resources for healthy
living, or a wellness newsletter." The offer rate for each type of wellness benefit
included in the survey is presented in Exhibit 12.1 and Exhibit 12.2. Forty-eight
percent of firms offering health benefits and wellness benefits offer the wellness
benefits to spouses or dependents (Exhibit 12.3).

o The percentage of firms offering at least one wellness program increased from
58% in 2009 to 74% in 2010. However the increase was primarily the result of a
higher percentage of firms reporting the availability of web-based resources for
healthy living in 2010 (51%) than in 2009 (36%). The increase was also mainly
driven by small firms. The percentage of small firms (3-199 workers) offering at
least one wellness program increased from 57% in 2009 to 74% in 2010, while
the percentage of large firms (200 or more workers) did not statistically increase.

o Among firms offering health benefits and at least one wellness program, 87% of
employers report that most of the wellness benefits they offer are provided
through the health plan (Exhibit 12.3).? There is a significant difference between
small firms (3-199 workers) and large firms (200 or more workers) in the
percentage reporting that most wellness programs are provided by the health
plan (88% vs. 67%) (Exhibit 12.3).

¢ In order to encourage participation in wellness programs, firms may offer financial
incentives to employees who participate.®

! Respondents were given the option to report “other” types of wellness programs. If those firms
that responded “other” are included, the percentage offering at least one wellness benefit is 76%.
> The survey asks firms offering at least one wellness program if most of the wellness benefits are
g)rovided by the health plan or by the firm.

Firms that offer only web-based resources or a wellness newsletter are not asked questions
about any financial incentives provided.
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o Eight percent of firms offering health benefits offer gift cards, travel,
merchandise, or cash to workers who participate in wellness programs, and large
firms (200 or more workers) are more likely to offer these incentives than small
firms (3-199 workers) (23% vs. 7%) (Exhibit 12.4).

o Very few firms offering health benefits vary premium contributions (1%) or
deductibles (1%). Among firms that offer a high-deductible plan paired with a
HRA or HSA, 2% of firms offer workers who participate in wellness programs
higher HSA or HRA contributions than employees who do not participate (Exhibit
12.4).

o Although few firms offer financial incentives for wellness, large firms (200 or more
workers) are more likely to offer financial incentives than small firms (3-199
workers) including a smaller share of the premium (10% vs. 1%), or, for those
firms offering high-deductible plan with a savings option, higher account
contributions (7% vs. 1%) (Exhibit 12.4).

e Firms sometimes use methods such as health fairs or health claims that identify
health risks to identify individuals and encourage participation in wellness programs.

o Nine percent of firms offering health benefits and wellness programs use health
fairs to identify individuals and encourage participation in wellness programs,
down from 20% in 2009. About 8% of firms report the use of claims to identify
individuals and encourage wellness patrticipation, statistically similar to the 15%
reported in 2009 (Exhibit 12.5).

o Large firms (200 or more workers) are more likely than small firms (3-199
workers) to use health fairs or claims information to encourage wellness
participation. Fifty-one percent of large firms (200 or more workers) offering
health benefits and wellness benefits use health fairs to encourage participation
in wellness programs, compared to 6% of small firms (3-199 workers). Thirty-
seven percent of large firms offering health benefits and wellness benefits use
claims to identify individuals and encourage participation in wellness, compared
to 6% of small firms (Exhibit 12.5).

e Among firms offering health benefits and wellness programs, 20% of employers
report their primary reason for offering wellness programs is to improve the health of
employees and reduce absenteeism. Fifty-six percent of employers offering health
benefits and wellness programs state their primary reason is that the benefits were
part of the health plan. Large firms are more likely than small firms to report that
reducing health care costs (28% vs. 4%) or improving the health of employees and
reducing absenteeism (34% vs. 19%) was a primary reason for offering wellness
(Exhibit 12.6).*

e Among firms offering an HDHP/SO and wellness benefits, 8% report that their
decision to offer a wellness program was related to their decision to offer a high-
deductible health plan.

* Less than 1% of firms reported “don’t know” when asked their primary reason for offering
wellness programs.
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Among firms offering health benefits and wellness programs, a majority (59%) of
employers think offering wellness programs is effective in improving the health of the
firm’s employees. Among those firms offering health coverage and wellness
programs, 44% of employers think offering wellness programs is effective in reducing
their firm’s health care costs. Large firms are more likely than small firms to think
offering wellness programs is effective improving health (81% vs. 57%) or in
reducing health care costs (69% vs. 42%) (Exhibit 12.7).°

Health Risk Assessments

Some firms give their employees the option of completing a health risk assessment
to identify potential health risks. Health risk assessments generally include
guestions about medical history, health status, and lifestyle.

O

Overall, 11% of firms offering health benefits offer health risk assessments to
their employees, which is statistically similar to the 16% reported last year. Fifty-
five percent of large firms (200 or more workers) provide the option, compared to
10% of small firms (3-199 workers) (Exhibit 12.8).

Over half (53%) of firms that offer health risk assessments use them as a method
to identify individuals and encourage their participation in wellness programs.
Sixty-nine percent of large firms use health risk assessments to encourage
participation in wellness programs, compared to 48% of small firms (Exhibit
12.8).

Some firms offer financial incentives to encourage employees to complete health risk
assessments.

O

Of those firms offering health insurance that offer health risk assessments, 22%
offer a financial incentive to employees who complete a health risk assessment,
with large firms (200 or more workers) more likely than small firms (3-199
workers) to do so (36% vs. 19%) (Exhibit 12.8).

The survey asked those firms that reported offering financial incentives about
some specific types of incentives they may offer. Among firms that reported
offering financial incentives to employees who complete a health risk
assessment, 39% of firms reported that they offer gift cards, travel, merchandise,
or cash; 14% of firms reported that employees pay a smaller share of the
premium; 8% reported employees have a smaller deductible; and only 1%
reported employees have a lower coinsurance rate (Exhibit 12.9). Twenty-nine
percent of large firms offer a smaller share of the premium, compared to 8% of
small firms (Exhibit 12.9).°

® Seven percent of firms responded "Don't Know" to whether they think offering wellness
programs is effective in improving the health of employees. Six percent said "Don't Know" to
whether they think wellness programs are effective in reducing health care costs.

® This year, we ask only those firms that offer financial incentives to employees who complete a
health risk assessment if they provide gift cards, travel, merchandise, or cash, whereas in 2009,
this question was asked of all firms offering health risk assessments, including those who
responded that they did not offer financial incentives.
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Disease Management

o Disease management programs try to improve the health of and reduce the costs
associated with people with chronic illnesses by teaching patients about their
disease, suggesting treatment options, and assessing the treatment process and
outcomes.

o The proportion of firms where the largest plan includes one or more disease
management programs is 31% in 2010, similar to the 26% reported in 2008, the
last time this question was asked. The percentage of large firms (200 or more
workers) that include disease management in their plan with the largest
enrollment increased from 59% in 2008 to 67% in 2010. Large firms (200 or
more workers) are more likely than small firms (3-199 workers) to have a disease
management program (67% vs. 30%). To encourage participation, 2% of firms
offer financial incentives to employees who participate in disease management
programs (Exhibit 12.10).
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Exhibit 12.1
Among Firms Offering Health Benefits, Percentage Offering a Particular Wellness Program to Their Employees, by Firm
Size, Region, and Industry, 2010
Gym
Membership
Discounts or On- Smoking Web-based
Site Exercise Cessation Resources for Wellness Personal Health
Facilities Program Healthy Living Newsletter Coaching
FIRM SIZE
3-24 Workers 27% 19%* 49% 42% 8%*
25-199 Workers 35 35* 52 46 20*
200-999 Workers 59* 57* 78* 59* 40*
1,000-4,999 Workers 71* 66* 84* 58* 44*
5,000 or More Workers 77* 76* 92* 64* 56*
All Small Firms (3-199 Workers) 29%* 23%* 49%* 43%* 11%*
All Large Firms (200 or More Workers) 63%6* 60%6* 80%6* 60%6* 429
REGION
Northeast 58%* 46%* 56% 62%* 11%
Midwest 29 22 46 27* 16
South 22 14* 59 44 10
West 15* 19 37 40 12
INDUSTRY
Agriculture/Mining/Construction 5%* 8%* 37% 28% 6%
Manufacturing 30 34 59 38 20
Transportation/Communications/Utilities 33 30 73 29 23
Wholesale 38 29 43 47 18
Retail 5* 10* 17* 12* 6
Finance 27 24 49 71* 28
Senvice 39 24 52 46 10
State/Local Government 14 12 86* 81* 7
Health Care 39 45 70 65 7
ALL FIRMS 30% 24% 51% 44% 12%
* Estimate is statistically different within type of wellness program from estimate for all other firms not in the indicated size, region, or
industry category (p<.05).
Note: The offer rates for additional types of wellness programs are presented in Exhibit 12.2.
Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 12.2
Among Firms Offering Health Benefits, Percentage Offering a Particular Wellness Program to Their
Employees, by Firm Size, Region, and Industry, 2010

Offer at Least
Classes in One Specified
Weight Loss | Nutrition/Healthy Wellness Other Wellness
Programs Living Program? Program

FIRM SIZE

3-24 Workers 27% 22% 74% 5%*

25-199 Workers 33 24 72 20*

200-999 Workers 49* 44* 91* 29*

1,000-4,999 Workers 61* 52* 96* 36*

5,000 or More Workers 66* 57* 98* 47*
All Small Firms (3-199 Workers) 29%* 23%* 74%* 8%*
All Large Firms (200 or More Workers) 53%* A7%* 92%* 32%*
REGION

Northeast 50%* 38% 78% 14%

Midwest 18 27 69 6

South 20 13* 82 7

West 33 22 65 7
INDUSTRY

Agriculture/Mining/Construction 10%* 6%* 55% 19%

Manufacturing 26 23 76 12

Transportation/Communications/Utilities 28 26 91* 8

Wholesale 36 27 65 8

Retail 32 31 68 3*

Finance 27 30 90* 16

Senice 31 22 75 5

State/Local Government 10* * 93* 8

Health Care 45 43 86 11
ALL FIRMS 29% 24% 74% 9%

* Estimate is statistically different within type of wellness program from estimate for all other firms not in the
indicated size, region, or industry category (p<.05).

¥ Includes the following wellness programs: weight loss programs, gym membership discounts or on-site exercise
facilities, smoking cessation program, personal health coaching, classes in nutrition or healthy living, web-based
resources for healthy living, or a wellness newsletter. Respondents were given the option to reply that they offer
another type of wellness benefit. If those that responded "other" are included in the percentage of firms offering at
least one wellness benefit, the percentage is 76%.

Note: The offer rates for additional types of wellness programs are presented in Exhibit 12.1.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 12.3

Among Firms Offering Health Benefits, Percentage of Firms With the Following Features
of Wellness Benefits, by Firm Size and Region, 2010

Wellness Benefits Offered
to Spouses or

Most Wellness Benefits
Are Provided By the

Dependents Health Plan

FIRM SIZE

3-24 Workers 45% 89%

25-199 Workers 56 86

200-999 Workers 66* 69*

1,000-4,999 Workers 67* 65*

5,000 or More Workers 79* 57*
All Small Firms (3-199 Workers) 47%* 88%¢*
All Large Firms (200 or More Workers) 68%6* 6796
REGION

Northeast 52% 95%

Midwest 42 78

South 53 83

West 40 94
ALL FIRMS 48% 87%

* Estimate is statistically different from estimate for all other firms not in the indicated size or

region (p<.05).

Note: The suney asks firms offering at least one wellness program if most of the wellness
benefits are provided by the health plan or by the firm.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 12.4

Among Firms Offering Health and Wellness Benefits, Percentage of Firms That Offer Specific
Incentives to Employees Who Participate in Wellness Programs, by Firm Size and Region, 2010

Workers Pay Receive Receive Gift
Smaller |Workers Have |Higher HRA or| Cards, Trawvel,
Percentage of Smaller HSA Merchandise,
the Premium | Deductible |Contributions* or Cash
FIRM SIZE
3-24 Workers 0%* 1% NSD 5%*
25-199 Workers 2 0 2% 16*
200-999 Workers 8* 2 5 21*
1,000-4,999 Workers 15* 4* 5 27*
5,000 or More Workers 13* 2 16* 28*
All Small Firms (3-199 Workers) 1% <1%* 1% 796
All Large Firms (200 or More Workers) 109%6* 2%6* 7Y%6* 23%*
REGION
Northeast <1%* 1% 1% 9%
Midwest 2 <1 2 8
South 1 1 5 9
West 1 <1 <1* 7
ALL FIRMS 1% 1% 2% 8%

* Estimate is statistically different within type of incentive from estimate for all other firms not in the

indicated size or region (p<.05).

i Only firms that offer an HDHP/HRA or HSA-qualified HDHP were asked if participating employees

receive higher contributions as an incentive to participate in wellness programs.

NSD: Not Sufficient Data.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 12.5
Among Firms Offering Health Benefits and Wellness Programs, Percentage That Use
Specific Methods to Identify Individuals and Encourage Participation in Wellness
Programs, by Firm Size, Reqion, and Industry, 2010

Use of Claims to
Identify Health Health Risk
Health Fairs Risks Assessments®
FIRM SIZE
3-24 Workers 3%* 4%~ NSD
25-199 Workers 13 12 49%
200-999 Workers 48* 30* 67
1,000-4,999 Workers 52* 47~ 67
5,000 or More Workers 66* 59* 80*
All Small Firms (3-199 Workers) 696" 696" 48%*
All Large Firms (200 or More Workers) 51%" 37%" 69%6*
REGION
Northeast 8% 5% 64%
Midwest 6 15 55
South 11 8 52
West 9 6 44
INDUSTRY
Agriculture/Mining/Construction 3%* 7% NSD
Manufacturing 10 9 62%
Transportation/Communications/Utilities 24 13 45
Wholesale 6 28 38
Retail 2% 2% 31
Finance 11 20 41
Senice 8 5 61
State/Local Government 27* 15 52
Health Care 11 5 71
ALL FIRMS 9% 8% 53%

* Estimate is statistically different from all firms not in the indicated size, region, or industry
category (p<.05).

* A firm's use of health risk assessments to encourage participation in wellness is asked only of
firms who offer employees the option to take a health risk assessment. A health risk assessment
includes questions about medical history, health status, and lifestyle, and is designed to identify
the health risks of the person being assessed.

NSD: Not Sufficient Data.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Exhibit 12.6

Among Firms Offering Health Benefits and Wellness Programs,
Percentage of Firms Reporting the Following as the Firm’s Primary
Reason for Offering Wellness Programs, by Firm Size, 2010

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

* Estimate is statistically different between All Small Firms and All Large

34%

i 28%
19% 20%

i 4% 6%

g !

59%

Improve the Health of
Employees/Reduce
Absenteeism*

Firms within category (p<.05).

Note: Less than 1% percent of firms reported “Don’t Know” to the question

Reduce Health Care
Costs*

about their primary reason for offering wellness.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

56%
19%
119 6% 13%
|—| 5% 6% . 6%
T -j T T
Improve Employee Part of the Health Plan* Other*

Morale and Productivity

B All Small Firms (3-199 Workers)
mAll Large Firms (200 or More Workers)

BAll Firms

199

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

QAIQAAI uoI11d238

SU.IEJ%OJ(] IUQU.IQEEUEW I5BIASI(J PUE ‘SIUQU.ISSQSSV s YyieeH ‘SU.IEJ%OJ(] SSQUHQ/X\



Employer Health Benefits 2010 Annual Survey

Exhibit 12.7

Among Firms Offering Health Benefits and Wellness Programs, Percentage of Firms That
Think Offering Wellness Programs is Effective at Improving Health or Reducing Costs, 2010

Effective in Reducing
Effective in Improving the | the Firm's Health Care
Health of Employees Costs
FIRM SIZE
3-24 Workers 53% 37%*
25-199 Workers 70 57
200-999 Workers 81* 70*
1,000-4,999 Workers 79* 65*
5,000 or More Workers 79* 74*
All Small Firms (3-199 Workers) 57%* 42%*
All Large Firms (200 or More Workers) 81%* 69%6*
ALL FIRMS 59% 44%

* Estimate is statistically different from estimate for all other firms not in the indicated size category

(p<.05).

Note: Seven percent of firms responded "Don't Know" to whether they think offering wellness
programs is effective in improving the health of employees. Six percent said "Don't Know" to whether
they think wellness programs are effective in reducing the firm's health care costs.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 12.8
Among Firms Offering Health Benefits, Percentage of Firms That Offer Employees Health
Risk Assessments, Offer Incentives to Complete Assessments, and Use Assessments to
Increase Wellness Participation, by Firm Size and Region, 2010

Offer Employees

Offer Financial

Use Health Risk

Option to Incentives to | Assessments to
Complete Health |Employees Who Increase
Risk Complete an Wellness
Assessment | Assessment* | Participation®
FIRM SIZE
3-24 Workers 6%* NSD NSD
25-199 Workers 23* 17% 49%
200-999 Workers 50* 30 67
1,000-4,999 Workers 60* 44* 67
5,000 or More Workers 79* 49* 80*
All Small Firms (3-199 Workers) 109%* 199%* 48%*
All Large Firms (200 or More Workers) 55%* 3696* 69%6*
REGION
Northeast 11% 35% 64%
Midwest 7 33 55
South 15 15 52
West 11 16 44
ALL FIRMS 11% 22% 53%

* Estimate is statistically different from estimate for all other firms not in the indicated size or

region (p<.05).

* Among firms offering employees the option to complete a health risk assessment.

Note: A health risk assessment includes questions about medical history, health status, and
lifestyle, and is designed to identify the health risks of the person being assessed.

NSD: Not Sufficient Data.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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Among Firms Offering Financial Incentives for Health Risk Assessments, Percentage of Firms That Offer the
Following Incentives to Complete Assessments, by Firm Size and Region, 2010

Exhibit 12.9

Workers Pay
Smaller Percentage

Workers Hawe

Workers Hawve

Workers Receive
Gift Cards, Travel,
Merchandise, or

of the Premium | Smaller Deductible | Lower Coinsurance Cash

FIRM SIZE

200-999 Workers 19% 10% 8% 59%

1,000-4,999 Workers 39 7 2 49

5,000 or More Workers 41* 6 2 48
All Small Firms (3-199 Workers) 8%+ 7% 0% 33%
All Large Firms (200 or More
Workers) 29%* 8% 5% 54%
REGION

Northeast 6% 2% 2% 17%*

Midwest 38* 4 3 49

South 12 20 <1 46

West 5 1 0 62
All Firms 14% 8% 1% 39%

* Estimate is statistically different from estimate for all other firms not in the indicated size or region (p<.05).

Note: A health risk assessment includes questions about medical history, health status, and lifestyle, and is designed

to identify the health risks of the person being assessed.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 12.10
Among Firms Offering Health Benefits, Percentage of Firms That
Offer a Disease Management Program for Their Plan with the
Largest Enrollment and Percentage of Firms with Disease
Management Offering Financial Incentives to Participate, by Firm
Size, 2010

100% -+
90% -+
80% -+
70% - 67%
60% -
50% -
40% -

30% 31%

30% -+

20% -+

10% -

7%

1% - 2%

0% -
Plan Includes a Disease Management Program™

* Estimate is statistically different between All Small Firms and All Large
Firms within category (p<.05).

+ Among firms offering health benefits that offer a disease management
program for their plan with the largest enroliment.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

Firm Offers Financial Incentives to Participate in a
Disease Management Program

BAIl Small Firms (3-199 Workers)
B AIl Large Firms (200 or More Workers)

BAIl Firms
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Exhibit 12.11
Among Firms Offering Health Benefits That Have a Disease Management Program for Their
Plan with the Largest Enroliment, Percentage With a Particular Program, by Firm Size,
Region, and Industry, 2010

High
Diabetes Asthma Hypertension | Cholesterol
FIRM SIZE
All Small Firms (3-199 Workers) 100%* 92% 88% 83%
All Large Firms (200 or More Workers) 98%* 89% 90% 83%
REGION
Northeast 100% 98% 96% 89%
Midwest 100 93 92 87
South 100 84 74 72
West 100 94 96 88
INDUSTRY
Agriculture/Mining/Construction 100% 97% 54% 57%
Manufacturing 100 95 89 90
Transportation/Communications/Utilities 100 83 93 80
Wholesale 100 98 96 94
Retall 100 98 98* 76
Finance 100 99 91 73
Senice 100 95 95 92
State/Local Government 100 34* 31* 30*
Health Care 100 99 98* 96*
ALL FIRMS 100% 92% 88% 83%

* Estimate is statistically different from all firms not in the indicated size, region, or industry category
(p<.05).

Note: The offer rates for additional types of disease management programs are presented in Exhibit
12.12. The surwey defines disease management programs as programs that try to improve the health
of and reduce the costs associated with people with chronic illnesses by teaching patients about such
illnesses, suggesting treatment options, and assessing treatment processes and outcomes.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 12.12
Among Firms Offering Health Benefits That Have a Disease Management
Program for Their Plan with the Largest Enroliment, Percentage With a
Particular Program, by Firm Size, Region, and Industry, 2010

Lower Back
Pain Depression Obesity

FIRM SIZE

All Small Firms (3-199 Workers) 46% 68% 70%

All Large Firms (200 or More Workers) 48% 59% 63%
REGION

Northeast 49% 75% 83%

Midwest 63 66 77

South 31 67 48*

West 54 55 71
INDUSTRY

Agriculture/Mining/Construction 24% 38% 47%

Manufacturing 22* 69 75

Transportation/Communications/Utilities 16* 79 18*

Wholesale 71 36* 79

Retail 82* 38 52

Finance 55 62 68

Senice 67* 80 83

State/Local Government 29 31 28

Health Care 24 90* 91*
ALL FIRMS 46% 68% 69%

* Estimate is statistically different from all firms not in the indicated size, region, or
industry category (p<.05).

Note: The offer rates for additional types of disease management programs are
presented in Exhibit 12.11. The surwey defines disease management programs as
programs that try to improve the health of and reduce the costs associated with people
with chronic illnesses by teaching patients about such illnesses, suggesting treatment
options, and assessing treatment processes and outcomes. The imputation rates for
guestions on lower back pain and depression disease management programs are high,
at 27% and 21%, respectively. See the Survey Design and Methods Section for more
information on imputation.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Employer Opinions and Health Plan Practices

Employers play a significant role in health insurance coverage — sponsoring health
benefits for about 157 million nonelderly people in America® — so their opinions and
experiences are important factors in health policy discussions. Employers were asked
how they view different approaches to containing cost increases and about employer
health plan practices, such as changes in response to the Mental Health Parity and
Addiction Equity Act, review of quality indicators, and whether they shopped for (or

switched to) a new health plan.

Employer Opinions on Cost Containment
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¢ Allfirms, including those that offer and do not offer health benefits, were asked to
rate how effective several different strategies would be in reducing the growth of
health insurance costs. Few firms rate any of the suggested strategies as “very
effective” at controlling costs (between 13% and 25% of firms, depending on the
strategy). About one-third of firms (between 30% and 36%) report that each of the
approaches we asked about would be “somewhat effective” at controlling cost growth
(Exhibit 13.1).

o About a quarter of employers rate consumer-driven health plans (25%) or
disease management (24%) as “very effective” in controlling the cost of health
insurance (Exhibit 13.1). Fewer employers report that higher employee cost
sharing (13%), or tighter managed care restrictions (16%) would be “very
effective” in reducing the growth of health care costs. Small firms (3-199
workers) are more likely to say tighter managed care restrictions would be “very
effective” than large firms (200 or more workers) (16% vs. 9%).

Employer’s Response to the Economic Downturn

e To gauge employer responses to the economic downturn, a couple of questions
were included in this year’s survey about whether employers have reduced their
health benefits or increased cost sharing due to the downturn.

o Thirty percent of employers report reducing the scope of health benefits or
increasing cost sharing and 23% report increasing the share of the premium
employees pay for coverage in response to the economic downturn. In 2010,
compared to 2009, more large firms report reducing the scope of health benefits
or increasing cost sharing (38% in 2010 vs. 22% in 2009), or increasing the
amount employees pay for coverage (36% in 2010 vs. 22% in 2009). More large
firms than small firms report increasing the share of the premium that the
employee pays (36% vs. 22%) (Exhibit 13.2).

! Kaiser Family Foundation, Kaiser Commission on Medicaid and the Uninsured, The Uninsured:
A Primer, October 2009.
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o For the first time, the survey asked firms if they downsized during the recent
economic downturn. Among firms offering benefits, 42% of firms report
downsizing, with large firms being more likely to downsize than small firms (53%
vs. 42%) (Exhibit 13.2).

Market Turnover

o We asked firms that offer health insurance if they have shopped for a new insurance
carrier or a new health plan in the past year.

o Sixty percent of firms that offer health insurance shopped for a new health plan
or insurance carrier in the past year (Exhibit 13.3). Among those firms that
shopped in the past year, 27% changed their insurance carrier and 33% changed
the type of health plan (Exhibit 13.4).
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Enrollment Incentives

e This year we asked firms offering workers more than one health plan whether they
offered financial incentives for workers to select lower cost or higher quality plans.

o Fourteen percent of employers reported offering workers a financial incentive to
enroll in a lower cost health plan and 2% percent reported offering workers a
financial incentive to enroll in higher quality health plans. There are no statistical
differences between small and large firms (Exhibit 13.5).

High Performance Networks

¢ A high performance network is one that groups providers into the network based on
quality, cost, and/or the efficiency of the care they deliver. These networks
encourage patients to visit the most efficient doctors by either restricting networks to
efficient providers, or by having different copayments or coinsurance for providers in
different tiers in the network.

o Sixteen percent of firms include a high performance or tiered provider network in
the health plan with the largest enroliment. The difference between small firms
(3-199 workers) and large firms (200 or more workers) is not statistically
significant (Exhibit 13.6).

Retail Health Clinics

o For the first time, the survey asked about the coverage for care received at a retalil
health clinic. A retail clinic is a health care clinic located in retail stores,
supermarkets, and pharmacies that treats minor illnesses and provides preventive
health care services.
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o Forty-three percent of firms report that care received at a retail clinic is covered
by their plan with the largest enrollment (Exhibit 13.6). Among those firms
reporting their largest health plan covers care received at a retail clinic, 5%
responded that workers have a financial incentive such as lower cost sharing to
visit a retail clinic instead of a traditional physician’s office. Large firms (200 or
more workers) are more likely to report that workers have a financial incentive to
use retail health clinics than small firms (3-199 workers) (16% vs. 4%).

Mental Health Parity

¢ In 2008 the Mental Health Parity and Addiction Equity Act modified the 1996 Mental
Health Parity Act to eliminate limits specific to mental health or substance abuse
treatment and require cost sharing to be the same for mental health and substance
abuse treatments as for other types of health care.? As a result of this change in law,
we asked firms with more than 50 workers if they changed the mental health benefits
they offer as a result of the Mental Health Parity and Addiction Equity Act.

$90110®1] UB[J YI[EdH puE suoturd() 1efojduy euaaugql uor109s

o Thirty-one percent of firms made changes in the mental health benefits they offer
as a result of the Mental Health Parity and Addiction Equity Act. (Exhibit 13.7).
Large firms were more likely to make changes than small firms (51-199 workers)
(43% vs. 26%).

o Among those firms who made changes, 66% eliminated limits on coverage, 16%
increased utilization management of mental health benefits, and 5% dropped
mental health coverage. In addition, 23% of firms said they made some other
sort of change to their mental health coverage as a result of the Act (Exhibit
13.7).

Performance Indicators

e The survey asked employers if they review performance indicators for their health
plan’s service or clinical quality.

o Overall, 6% of employers review performance indicators for their health plan’s
service or clinical quality. Large firms (200 or more workers) are more likely to
review performance indicators than small firms (3-199 workers) (34% vs. 5%)
(Exhibit 13.8).

o Large firms that review performance indicators report reviewing the following
types of information: hospital outcomes data (76%), NCQA accreditation (58%),
CAHPS or another measure of consumer satisfaction (57%), HEDIS measures
(33%), and URAC accreditation (23%) (Exhibit 13.8).

o When those firms that review performance measures were asked how influential
the performance measures were to the firm’s decision to select their health plan
or plans, 16% said “very influential” and 34% said “somewhat influential.” In

% For more information on the Mental Health Parity and Addiction Equity Act of 2008, see
https://www.cms.gov/healthinsreformforconsume/04_thementalhealthparityact.asp.
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terms of satisfaction, 18% of firms said they are “very satisfied” with the level of
information available on health plan quality, and an additional 56% said
“somewhat satisfied” (Exhibit 13.9).

Tax-Preferred Health Spending

Fifty-five percent of firms that offer health benefits allow employees to use pre-tax
dollars to pay for health insurance premiums as allowable under Section 125 of the
Internal Revenue Code. Virtually all large firms (200 or more workers) do so, at
92%, versus 54% of small firms (3-199 workers) (Exhibit 13.10).2

Eighteen percent of firms that offer health benefits offer a flexible spending account
(FSA). A FSA allows employees to set aside funds on a pre-tax basis to pay for
medical expenses not covered by health insurance. Typically, employees decide at
the beginning of the year how much to set aside in a FSA, and their employer
deducts that amount from the employee’s paycheck over the year. Funds set aside
in a FSA must be used by the end of the year or are forfeited by the employee.
FSAs are different from HRAs and HSAs. Substantial differences exist by firm size:
77% of large firms (200 or more workers) offer FSAs, compared with just 15% of
small firms (3-199 workers) (Exhibit 13.10).

Annual Benefit Maximums

Few covered workers are in plans with an annual limit on the amount of benefits a
plan will pay for an employee.

o Overall, 12% of covered workers are in plans with an annual maximum on
benefits for single coverage (Exhibit 13.11).

o By plan type, 20% of covered workers in HDHP/SOs, 12% of covered workers in
PPOs, 4% of covered workers in HMOs, and 9% of covered workers in POS
plans have an annual benefit maximum for single coverage (Exhibit 13.11).

Contraceptive and Elective Abortion Coverage

The 2010 survey included questions about coverage for prescription contraceptives
and elective abortions.

o The majority of firms (63%) report that their plan with the largest enroliment
covers prescription contraceptives, such as birth control pills, patches, implants,
shots, IUDs, or diaphragms. However, an additional 31% responded “Don’t
Know” (Exhibit 13.12). More large firms report that their largest plan covers
prescription contraceptives than small firms (85% vs. 62%). Large firms were
also less likely to say “Don’t Know” when asked whether their largest plan covers
prescription contraceptives than small firms (4% vs. 32%).

® Fifteen percent of firms responded “not applicable;” for example, the firm pays for 100% of the
cost of coverage.
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The majority of firms (71%) responded “Don’t Know” to a question on whether the
plan with the largest enrollment covers elective abortions, while an additional 9%
said that elective abortions are covered (Exhibit 13.12). Large firms are more
likely than small firms to report that their largest plan covers elective abortions
(19% vs. 9%) and are less likely to say “Don’t Know” (31% vs. 72%).

Employer Health Benefits 2010 Annual Survey
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Exhibit 13.1
Among Both Firms Offering and Not Offering Health Benefits, Distribution of Firms’ Opinions on the
Effectiveness of the Following Strategies to Contain Health Insurance Costs, by Firm Size, 2010
Very Somewhat | Not Too Not At All
Effective Effective Effective Effective | Don't Know
Tighter Managed Care Restrictions*
All Small Firms (3-199 Workers) 16% 32% 23% 21% 8%
All Large Firms (200 or More Workers) 9% 34% 35% 18% 4%
ALL FIRMS 16% 32% 24% 21% 8%
Consumer-Driven Health Plans (Ex: High-
Deductible Plan Combined with a
Health Savings Account)
All Small Firms (3-199 Workers) 25% 34% 18% 17% 6%
All Large Firms (200 or More Workers) 21% 38% 22% 16% 3%
ALL FIRMS 25% 34% 18% 17% 6%
Higher Employee Cost Sharing
All Small Firms (3-199 Workers) 13% 30% 25% 27% 5%
All Large Firms (200 or More Workers) 18% 36% 26% 18% 2%
ALL FIRMS 13% 30% 25% 27% 5%
Disease Manhagement Programs*
All Small Firms (3-199 Workers) 23% 36% 14% 22% 5%
All Large Firms (200 or More Workers) 31% 40% 21% 6% 3%
ALL FIRMS 24% 36% 14% 21% 5%
* Distributions are statistically different between All Small Firms and All Large Firms within category (p<.05).
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 13.2

Among Firms Offering Health Benefits, Percentage of Firms That Report They Made the Following
Changes as a Result of the Economic Downturn, by Firm Size and Region, 2010

Reduced Scope of
Health Benefits or Increased the
Increased Cost Worker's Share of the Company
Sharing Premium Downsized
FIRM SIZE
200-999 Workers 36% 35%* 50%
1,000-4,999 Workers 42* 38* 59*
5,000 or More Workers 42 43* 62*
All Small Firms (3-199 Workers) 30% 22%* 42%*
All Large Firms (200 or More Workers) 38% 3696* 53%*
REGION
Northeast 36% 26% 40%
Midwest 32 13* 48
South 28 34 44
West 26 14 36
ALL FIRMS 30% 23% 42%

* Estimate is statistically different from estimate for all other firms not in the indicated size or region (p<.05).

Source: Kaiser/HRET Survwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 13.3
Percentage of Firms Offering Health Benefits That
Shopped For a New Plan or Health Insurance Carrier in
the Past Year, by Firm Size, 2010

100% -
80% -
0% 60% o 60%
s 40% 38%
20% -
0% - :
3-199 200-999 1,000- 5,000 or All Firms
Workers Workers 4,999 More

Workers* Workers*

*Estimate is statistically different within category from estimate for firms not in the indicated size category (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 13.4

Among Firms Offering Health Benefits That Shopped for a
New Plan or Insurance Carrier, Percentage Reporting That
They Changed Insurance Carrier and/or Health Plan Type in

the Past Year, by Firm

Size, 2010

50% A
45% A
40% A
35% -
30% 4
25% -
20%
15% A
10% A
5% 1
0% -

*Estimate is statistically different within category from estimate for firms not in the

28%

33% 34%

27%

22%

34% 33%

28%

Changed Insurance Carrier

indicated size category (p<.05).

Changed Health Plan Type

@3-199 Workers

B 200-999 Workers
31,000-4,999 Workers
05,000 or More Workers

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010. DALL FIRMS
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Among Firms Offering More Than One Health Plan, Percentage
of Firms That Offer Financial Incentives for Enrolling in a
Lower Cost Plan or Higher Quality Plan, By Firm Size, 2010*

Exhibit 13.5

100% -
90% 4
80% -
70% 4
60% -
50% +
40% 4
30% +

*Tests found no statistical difference between All Small Firms and All Large Firms within

category (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

20% + 14% 14%
0% - r 1

20%

Offer Employees Incentive to Enroll in a Lower Offer Employees Incentive to Enroll in a Higher
Cost Plan Quality Plan
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= All Firms

216

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



Employer Health Benefits 2010 Annual Survey

Among Firms Offering Health Benefits, Percentage of Firms

Exhibit 13.6

With Specific Plan Offerings and Features in Their Plan
With The Largest Enrollment, By Firm Size, 2010

1

* Estimate is statistically different between All Small Firms and All Large Firms within category

(p<.05).

+ Among firms where their plan with the largest enrollment covers care received at a retail clinic.

Note: A high performance network is one that groups providers into the network based on quality,
cost, and/or the efficiency of the care they deliver. These networks encourage patients to visit the
most efficientdoctors by either restricting networks to efficient providers, or by having different
copayments or coinsurance for providers in differenttiers in the network.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

00%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

48%
7 43% 43%

18%

4 16% 16%

16%

High Performance Cover Care Received at a Retail Financial Incentive to Use Retail
Network/Tiered Network Clinic Clinic*t

BAIl Small Firms (3-199 Workers)
BAIl Large Firms (200 or More Workers)

®mAll Firms
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Percentage of Employers Reporting the Following as a Result of the Mental Health Parity and Addiction Equity Act of

Exhibit 13.7

2008, by Firm Size and Region, 2010

Increased
Utilization
Eliminated Dropped Management of|
Changed Mental Limits on Mental Health | Mental Health
Health Benefits Coweraget Coweraget Benefits? Other*
FIRM SIZE
51-199 Workers 26%* 61% 7% 18% 20%
200-999 Workers 35 70 4 13 30
1,000-4,999 Workers 58* 79* 1 15 24
5,000 or More Workers 71* 85* 1 11 16
All Small Firms (51-199 Workers) 269%6* 61% 7% 18% 20%
All Large Firms (200 or More Workers) 43%* 75% 2% 13% 26%
REGION
Northeast 21%* 68% <1% 11% 30%
Midwest 35 77 1 8 19
South 36 68 1 27* 20
West 29 51 18 11 26
ALL FIRMS (51 or More Workers) 31% 66% 5% 16% 23%

* Estimate is statistically different from estimate for all other firms not in the indicated size or region (p<.05).

* Among firms reporting they made changes to the mental health benefits they offer as a result of the Mental Health Parity and

Addiction Equity Act of 2008.

Note: Asked of firms with more than 50 workers.

Source: Kaiser/HRET Surwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 13.8
Percentage of Firms That Review Health Plan Performance Indicators, by Firm Size, 2010
All Small Firms (3-199 |All Large Firms (200 or All Eirms
workers) More Workers)
Re\{lews Performance 5% 34% 6%
Indicators*
Type of Performance Indicator
Reviewed
HEDIS Measures* 15% 33% 18%
CAHPS or Anoth_er Mgasure 83% 579 77%
of Consumer Satisfaction*
NCQA Accreditation* 31% 58% 36%
URAC Accreditation* 12% 23% 15%
Hospital Outcomes Data* 57% 76% 61%
Other 18% 19% 19%

* Estimate is statistically different between All Small Firms and All Large Firms within category (p<.05).

Note: The performance indicators are defined as follows: HEDIS is the Healthcare Effectiveness Data and
Information Set, CAHPS is the Consumer Assessment of Healthcare Providers and Systems, NCQA is the
National Committee for Quality Assurance, URAC is an accreditation and certification organization for health care
organizations.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.

Employer Health Benefits 2010 Annual Survey

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

$90110®1] UB[J YI[EdH puE suoturd() 1efojduy euaaugql uor109s

219




Employer Health Benefits 2010 Annual Survey

Exhibit 13.9

Among Firms Reporting That They Review Health Plan Performance Indicators, Distribution of
Firms' Opinions on the Influence of and Satisfaction with the Indicators, by Firm Size, 2010*

Performance Measures Influence on
Decision to Select the Health Plan or Very Somewhat | Not Too Not At All
Plans Influential | Influential | Influential | Influential | Don’'t Know
All Small Firms (3-199 Workers) 16% 32% 30% 17% 5%
All Large Firms (200 or More Workers) 15% 39% 30% 10% 5%
ALL FIRMS 16% 34% 30% 16% 5%
Level of Satisfaction with Information Very Somewhat | Not Too Not At All
Available on Health Plan Quality Satisfied Satisfied Satisfied Satisfied | Don't Know
All Small Firms (3-199 Workers) 19% 57% 13% 7% 4%
All Large Firms (200 or More Workers) 16% 49% 28% 6% 1%
ALL FIRMS 18% 56% 16% 7% 3%

* Tests found no statistical differences between distributions for All Small Firms and All Large Firms (p<.05).

Source: Kaiser/HRET Survwey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 13.10
Among Firms Offering Health Benefits, Percentage of Firms
Offering Flexible Spending Accounts and Pre-Tax Employee
Premium Contributions, By Firm Size, 2010

100% - 92%
90%
80%
0%
60%
50%
40%
30%
20%
10%

0%

FSA* Pre-Tax Premium Payments*

*Estimate is statistically differentbetween All Small Firms and All Large Firms within
category (p<.05).

BAIl Small Firms (3-199
Note: Section 125 of the Internal Revenue Code permits employees to pay for health Workers)

insurance premiums with pre-tax dollars. Section 125 also allows the establishment of
flexible spending accounts (FSAs). An FSA allows employees to set aside funds on a pre-
tax basis to pay for medical expenses not covered by health insurance. Typically,
employees decide at the beginning of the year how much to set aside in a FSA, and their = All Firms
employer deducts that amount from the employee’s paycheck over the year. Funds set
aside in a FSA must be used by the end of the year or are forfeited by the employee.
FSAs are differentfrom HRAs and HSAs. Fifteen percent of firms responded “not
applicable;” for example, the firm pays for 100 percent of the cost of coverage.

B All Large Firms (200 or More
Workers)
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Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 13.11
Percentage of Covered Workers with a Annual Maximum
Benefit for Single Coverage, by Plan Type, 2010*

100% -
80% -
60% -
40% -
20%
20% 1 12% o 12%
— .
0%
HMO PPO POS HDHP/SO All Plans

* Tests found no statistical differences between plan type estimate and estimate for All Plans (p<.05).

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2010.
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Exhibit 13.12

Percentage of Employers with Coverage for Prescription Contraceptives or Elective
Abortions in the Plan With the Largest Enrollment, by Firm Size, 2010

Yes No Don't Know
Prescription Contraceptives
All Small Firms (3-199 Workers)* 62% 6% 32%
All Large Firms (200 or More Workers)* 85 11 4
All Firms 63% 6% 31%
Elective Abortions
All Small Firms (3-199 Workers)* 9% 19% 72%
All Large Firms (200 or More Workers)* 19 50 31
All Firms 9% 20% 71%

* Distributions are statistically different between All Small Firms and All Large Firms within

category (p<.05).

Note: Prescription contraceptives include, for example, birth control pills, patches, implants,

shots, 1UDs, or diaphragms.

Source: Kaiser/HRET Suney of Employer-Sponsored Health Benefits, 2010.
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