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A special report from the
2007 Mercer National Survey of
- Employer-Sponsored Health Plans

Total health benefit cost rose by 6.1 percent in 2007, 1o an average of $7,983 per employee.
Cost increases have held steady for three vears (after spiking to nearly 15 percent in 2002) and
are likely to slow a bit further in 2008. 10 5.7 percent. However, that’s stil} well above the rate
of inflation. :

" One factor behind the stable trend is continued cost shifting.- Among large employers (those
with 500 or more employees), average in-network PPO deductibles rose by about 11 percent.
Higher enroiiment in consumer-directed health pians, the type of medical plan with the lowest
cost by far, also helped to slow cost growth. In 2007, the percentage of all covered employees
‘enroled in a CDHP (based on either a Heath Savings Account or a Health Reimbursement
"Account) rose from 3 percent 10 5 percent. These plans are offered by 14 percent of all large
-employers (up from 11 percent) and 4} percent of those with 20,000 or more employees (up
from 37 percent). :

We may also be seeing the impact of longer-term strategies aimed at Jowering cost by

~ improving employee heaith. The survey found that 80 percent of large employers use health
rhanagerhenl programs as a way Lo control cost and improve productivity, while 52 percent arc
actively promoting employee consumerism — and that the majority of employers using these-

. strategies say they have been successful. In addition, other survey results suggest that health
benefit utilization may be siowing: Employers predicted that if they made no changes at ail in
their largest medical plan, cost would rise by about 8 percent in 2008. In the two prior
surveys, they predicted that if they made no changes cost would rise by 9 percent in 2007 and

by 10 percent in 2006. '

Using a scientific random sample and supplemental convenience sample, we collected data
from 2,945 employers with 10 or more employees. The national and regional results are based
on the random sample only and are weighted to be projectable. However, results from city,
state and other special employer groups inciude the convenience sampie and are unweighted.

PARTICIPANTS 7~

NUMBER OF GEOGRAPHIC REGIONS USED [N THIS SURVEY

National 500+ 1832
South 500+ 597
Government 500+ 221
County 500+ 103

(Note that Counties are a subset of the Government grouping.}
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LOVER PROFILE = = -

mographics .
National Govermnment
. 500+ South500+ 500+ County 500+
srage employee age e 40 0 42 48
of female employees | .. .55%  52% 48% 55%
15% 6% 46% = 6%

5f union employees

DICALPLAN PREVALENCE - in
:Pe of medical plan offered

reent of emplbyers-ofl‘ering each type of medical plan

National Government
: e300+ South 500+ 500+ County 500+
Jemnity ' ' e 0% TR TR 1%
0 / .. B6% _ B9%  91% _ BB%
S - o 18% 1% ... 15%
VO ...89%  28%  37% _ 51%:
nsumer-directed heaith plan (COHP)” . 14%  15% 6% _%

chides both MRA- and HSA-based COHPs.

mployee enroliment
ercent of all covered employees enrolled in each type of medical plan

Jingemnity B PPO M POS [ HMO K coHP

National 500+ ' South 800+

Government 500+

6%
26%

1% ' sy, 1%

1/ 60%

7%

County 500+

0% .29
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HEALYH BENEFIT COST -~ -

erage total health benefit cost” per employee

: $o370 ¥ 2006
' . s8.040 $8,420 98807 [ 2007
$7,216 $7.462 .

2 $8,229

$7,83

Nationa 500+  South 500+ Government 500+ Gounty 500+

#al heatth benetit cost inciudes mecical, dental, Rx, and specialty benefits

xpected average increase in total heaith benefit cost for 2008:

National Government

S _...500+ Souns00+ 500+ County500+
efore making changes” . 83%  B4%  9.2%
BTk 68% | 58%

fter making changes*

» han design or health plan vendor

werage total health benefit cost as a percentage of payroll for 2006

National 500+ South 500+ Government 500+ County 500+
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lividual coverage

:tage monthly contribution for individual coverage ($) .

National
500+ Sou!h}go-_r_"_w__”
o - .....$89 s88
15 "'$108 $115
A0 .. .%86 %91
JHP 269 875
e 217 818

nital

‘erage cantribution for individual coverage (% of premium)

Government
500+ County 500+
) $59 _____‘___‘$54
ID T 837
$62 948

National Government
: ‘ . 500+ South 500+ 5004 lenty 500+
"0 , 33/3__”“ T04% N 14% . 12%
S e 29% Wb T 2%
MO 28% . 2% 1% 1%
DHP 2% 27% D B%
ental L B6%  64%  57% . 53%
amily coverage®
verage monthly contribution for family coverage (§)

National Government

500+ South500+ 500+ County 500+
PO %331 $359° 8286 5234
0S8 8347 %442 $268 _‘_$179
MO $333 8401 $321 o %249
SDHP s274 $337 D §202
Jental B $51 $55 $51 L $47
\verage contribution for family coverage (% of premium}

Nationat Government

500+ South 500+ 500+ County 500+

3p0 34%  30%  29% _“28%
208 33% o 40% e 21% L L 10%
HMO 34% 0% 38% 30%
COHP 33% 40% o 30%
Dertal 59% 67% 70% ’ 66%

*Family coverage is debned as coverage lor employee, spouse. and two chilgran
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ERAGE ELIGIBILITY,

Government

: : National 500+  South 500+ 500+ County 500+
f employees waiving own coverage ) 17%: 19% 59, 9%
if employers offering incentive to waive coverage 21% 13% 17%. 25%,
1-tlme employees . o ~
ar coverage to part-time employees* ~ 62% 55% 45% 59%
srage number of hours/week needed to qualify @8 24 238 23
1efits, contributions are same for PTEs, FTEs (when PTE o
rerage is provrded) 49% - 57%. 589, 51%
pendent coverage . .
lude spousal coverage provisions 10% 11% 9% TR
‘et same-sex domestic partner coverage 34% 18% 5150 T
56%: 53%. 55%! 509%.

of employees electing dependent coverage

ongawm that have part-time employees — S - : :
HATEGlC PLANNING -—f-—————r—,-*f"—{c—,—f*-f:‘-;'"?-*—". 5 F e M

ny Iikely to offer account-based CDHP in 2008

K Health Reimbursement
Account o
B Health Savings Account

6% 6%

- National 500+ South 500+ Government 500+ County 500+

Vill offer an accouni-based CDHP in next five years

Government
. ] Nauonal 1500+ South500+ ‘5& - E..‘Emi 500+
\s the only type of plan offered o S B% 2k 2%
Jongside other medical plan choices L BT%4T%  B8%  51%
:mployee premium contribution varies based on:
: Government
N National 500+ South 500+ 500+ County 500+
3moker status 8% 8% 2% 5%
Neight category L ki% % 0% 0%
2articipation in smoking or weight-loss program . % 2% % 1%
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RATEGIC PLANNING, LARGE EMPLOYERS *

pes of heaith information provided to employees* _ ' o
Govemmem :

. Nationai 500+  South 500+ 500+ Comlysom

srmation on heaith conditions - . 61% 67% . 57%. - 68%:

22% 25% O%A ] 23%

Jrmation on provider quality ' 2%
ol to help members select plan based on expected utilization 21% 26% 15%: 18%

: iwtdugl provider cost . _ 30% _ 29% 6% -32%

ini-med plans for pari-time employees /employees not eligible for health plan*

Government . .
: Nal10nal500+ South 500+ 500+ GOl..nly500+_ o
Jrrently offer ) L 77{3 B ‘ 9% 1% . 1%;‘ .
3 not offer, but considering for 2008 or 2009 o 6% 5%, % 4%
se salary-based cost-sharing*
1%
2% 2%
National 500+ South 500+ ] ‘Governmem 500+ . - County 500+

Use strategy to control cost/improve workforce health & productivity*

Govemment .

) National 500+  South 500+ 500+ County 500+

Consumerism - ..52%  A9%  46%: 55%
Health management T 80% | 83%  84% . 84%-
Evidence-based plan design . L. 20% o 20%  21% 21%
Perdormance transparency 12% _ __12% ........;?Q./E' o 12%
High-performance networks — 11%‘ 8% 12% _ 17%
Collective purchasing for medical or Rx ‘ 2% 6% .“_._-..§§°{‘.’.g_._ 22%-
Making workforce health a core value o 29% 27%  26% 30%
Using a data warehouse . 20% 24% 20% 29%

-Based on empioyers with 500 or mare employees.
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EFERRED PROVIDER ORGANIZATION [PPO) — COST AND FUNING

Mchmemn_. g .

o
S .
YR "

'érage PPO cost per employee, for active employees

$7,028 31428 oo 0p86.793

’ Nalional 500+ ) Soﬁth 500+

W 2006

O 2007
a
$8,372 59, 19

$7,58147,608

Government 500+ County 560+

PO funding method

‘apEn

Conventionally insured
Experience-rated

Seif-funded with stop-loss
Sel-funded without stop-foss

59%

National 500+

8%

67%

South 500+ L Government 500+ Gounty 500+

4#‘% |

6%

74%
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ysician visit cost-sharing

retwork physician visit cost-sharing

National Government
. 500+ South500+ 500+ County 500+
requiring capay 8% 8% 82% I 81%
requiring coinsurance  20% N 20% o 9%  22%
) cost-sharing is required - 3% 2% _ﬁgf’/o
adian copay amount o $20__A_ $20 _%20 $20
t-of-network physician visit cost-sharing
National Government
. 500+ South800+ 500+ County 500+
requiring copay e 4% 11% 10%  16%
requiring coinsurance B6%  90%  95% __86%
3 cost-sharing is required %% 2%. 1% 2%:
edian coinsurance amount 30%. 35% 30%. 30%;
reductibles
idividual deductible
' National Governrnent
500+ South500+ 500+ County 500+
% requiring for in-network services i 72%‘ L 85% L 69"{0 o 7§% .
fedian in-network deductible 8300 %300 $300 _ $300
% requiring for out-of-network services . 985% - 97% 96% 92%
Aedian out-of-network deductible _$500 $500 $500 '$500.
‘amily deductible
National Government
. 500+ Spulh 500+ ___________EOO+ Courlty 500+
% requiring for in-network services O T8% 85% L. 87% 72%
Median in-network deductible $800  $900  $600 $700
%-requiring for out-of-network services 4% g_g_,_% o .“.951% - 91%
Median out-of-network deductible $1 200 _ $1 500" $1 500 $1 000
Out-of-pocket maximumes for individuals
National Government
_ 500+ South 500+ 500+ County 500+
Median for in-network services $2, ooo _ $2 000 531 500 s, 550
SS 250 ‘ $4 000 532 500 ) ,$3_,QQ._(_J

Median for out-of-network services
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AR /a T

-DIRECTED HEALYH PLANS (COHP) -

NSUMER

-e_ragé 2007 CDHP cost per employee, for active employees "] HHA-baséd CDHPs
' ' [0 HSA-based COHPs

0.0% 0.0%

Nationa) 500+ - South 500+ Government 500+ County 500+

verage % of eligible employees enrolled*

National Government
o 500+  South 500+ 500+ County 500+
IRA-based CDHP ‘ . 25%. 25%: 0, . 3%.
ISA-based CDHP : _ 16% 23%: D - 8%:
»i';enCDl_-lP is offered as an option
Plan design
HRA-based CDHP. -
o ) National Govermnment
Employee-only coverage . ___ 500+ South500+ 500+ County 500+
Median employer contribution to account %500 $500°  ID 775
Median deductible for overlaying insurance ©$1,250 $1,250 | |__D T '$1.250.
Median out-of-pocket maximum $2500 $2799 1D '@519
Family coverage e
Median employer contribution to account ~_$1,150 $1,000 _" TI5T 8,150
Median deductible for overlaying insurance ...$2,500 §2, 2,500 ) $3 ,000
Median out-of-pocket maximum , $5, 000 ""$5,500 $7 250'
'HSA-based CDHP
: National Government
Employee-only coverage ... 500+ South500+ 500+ County 500+
% of employers making an account contribution . 65% se% o |D _ 7"56'/0
Median employer contribution to account” o $500‘—_ '$750 . ID 8600
Median deductible for overlaying insurance _ w$1 500. $1 500 '_ , ".ID ‘7 $1 350
' Median out-of-pocket maximum . $3,000  $3000 D _'ss 485
Family caoverage o e

Median employer contribution 10 account’ ~ $1,000 $1,500 D $1,100
Median deductible for overlaying insurance ©'$3,000  $3600 - D 2,500
Median out-of-pocket maximum  $5,600 __"_86 000 D $6,970.
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rage PQOS plan cost per employee, for active employees

$9,061 $9,243 B 2006

7,968
$7,178 $7.98 $6,414 $6,472 $6,773 96,891 0 2007
National 500+ South 500+ Government 500+ County 500+
ysician visit cost-sharing
n;ietwork physician visit cost-sharing
National Governmant .-
B 500+ South 500+ 500+ County 500+
tequiring copay - 99%' 74%. 91?_@
requiring coinsurance 1%: 9% 18%:
) cost-sharing is required 1% 21%, 0%
adian .copay amount $20 _ _ $15_ 815
it-of-network physician visit cost-sharing
' ' Nationat Govemmaent
- ) .. 500+ South 500+ 500+ County 500+
' requiring copay — 25% 10%: 18% QQ%-.
» requiring coinsurance - TTTB0% T 96% 85% . 78%
o cost-sharing is required __i.____'_____ 2% 1% &%k 0%:
ledian coinsurance amount 30% 40%  30%  30%
)eductibles
adividual deductible
National Govemment
000+ South 500+ 500+ County 500+
% requiring for in-network services 37% 73%
Jedian in-network deductible $400 _______'FI_E_)_"__ )
% requiring for out-of-network services 98% 9% 9% 91%
viedian out-of-network deductible $500 - $500.  §250 ¥
“amily deductible
Nationa! Governmeant
500+ South 500+ 500+ County 500+
% requiring for in-network services 35% . 52%45% _ 2?%
Median in-network deductible $800 - iD .. $450
% requiring for out-of-network services 93% . 6% 9% 91 %
81 000 _ $1 000 %600 $775

Median out-of-network deductible
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rage. HMO cost per employee, for active employees

'$7,004 $7.,486

$6,821

$7.323

$7.493 $7.913

57719 50282

o uJuv/\.a.}m

. 2006
[l 2007

Mercer National

" National 500+ South 500+
O funding method E Insured - community-rated
o - @ - Insured — experience-rated
M Self-funded
- ¥ - ' b '
© ' Nationa) 500+ 1; South 500+ t Government 500+ ; County 500+ -
K | o H
l[ 20% 26% 239, 14% N 13%
¥ . i
iy S o
5 ) 1
I iy _ o
- AT } 54% 63% 59%
1 i
| S— - — RO,
erage % of employees enrolied in HMO*
: ‘ National Govemment
.. 500+ South 500+ 500+ County 500+
. L 54% . 48% ‘SZ%W__” 55%
ong empioyers affering HMO(s)
VIO copays and deductibles
- ' ' National Government
\wsiciancopay 500+ __._5_99!'1‘599:“__.____399_:_999212__52%
requiring physician copay 98% 9% . 96% ___ 96%
2dian copay amount L J$20 815 815
Nationéi Government
nergency room visit copay . 500+ South500+ 500+ County 500+
requiring emergency room visit copay o %% L 99% 99% 98%
edian copay amount 875 875 875 8T
National Government
ospital deductible 500+ South§00+ 500+ County 500+
. requiring hospital deductible o 55% - B6% 51% 43%
edian deductible amount §250 $250 SSOO _ $250
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st change for prescription drug benefit

10.9%

B At last renewal
3 Expected at

o, b 9,
9.3% g6% % 9.4% 95% 9:5% next renewal
Nalional 500+ South 500+ Government 500+ ounty 500+
fer a prescription drug plan
. . National Government ~ - '
, 500+ South 500+ - 500+ Courtty 500+
atail card 63% 65%: 63%; - 71%
ail-order 1%’ 89% . 93%! . 95%,
mployee cost-sharing requirements for prescription drug plans |
National Govemment -
etailcard 500+ South500+ 600+ County 5004
are levet for all drugs T 5% PO 1%
levels: generic, brand 7% 168%  13%: 14%'
levels: generic, formulary, non-tormulary T2% C74% 83%: 74%.
or more levels .5 5% 2%; 7%!
se coinsurance for 1 or more drug categories . 20% 19%.  15%! 20%.
1ai)-order it et i —
)ame tevel for all drugs 8% 5% ) 55%: 3%
levels: generic, brand 7% RV 13%: 50%. .
Aevels: generic, formulary, non-formulary  B8% 7% 53% - B7%:
-or more levels A% 8% 6%: - 1%!
Jse coinsurance for 1 or more drug categories 15% 14% 20% 14%
Zopayments in prescnpnon drug plans
\verage copayment among employers with three-tier plans _
-~ Nationat Govemmant
3etail card 500+ South500+ 500+ County 500+
3eneric “$10 i $10 N 14 $9°
3rand-name formulary . 825 829, " go4 T 23
3rand-name non-fermulary $42 %45 %39 $38
Natnonal Government
Mail-order . 500+ SOUTT‘I 5001’ _.._.,.A.5(.)0+ e C.E”Q‘.Y.?P.QT
Generic %19 %21 Tsie 816
Brand-name formulary $48 857 %44 841
$79 $87 T $Td $70

Brand-name non-formulary

‘Cered 1o empioyees enrclied in the largest medical plan of any ype

18

Mercer National Survey of Employer-Sponsored Health Plans 2007 .



CIALTY MEDICAL BENEFITS® .- .-

ertillt'y coverage provided

National Government

. ) .. 500+ SouhS500+ 500+ County 500+
aluation by a specialist . 54%  43%  46% 57%
1y therapy - ' . 35% . 28% 26% . 33%
vivo fertilization ' e .22% 0 13%. 18% .. 27%.
vitro fertilization . 2% 2% 5% 21%
vanced reproductive procedures .~ 8% 6% 5% 6%
ertilty services are notcovered  __ 41%  52%  52%. _ 39%

ternaiive med_ic_ine therabies coverage provided

National Government -

R . 500+ South 500+ 500+ County 500+
supressure/Acupuncture __ 33%  27% L 2R% 2%
ofgedback 9% 19%: - 11%
niropractic - B5% TT95% 95%
omeopathy L% B%. 15%. 16%
assage therapy ' e V8% _12% 16%: ___14%

itematwe therapies are not. Covefed . 18% 5% 8% 1%

lisease management programs offered

National " Govemment

o . e 500+_7_ So_uth 500+ _ 500+_ Co_t{nty 500+
Sthma/COPD o 49% 5% 42%: __ B1%
sancer L. 43%  48% 37% 5% .
)ppression ..34%  35% " 34% 5%
diabetes- ... B3%% 65% 71%__ 68%
{eart disease/Hypertension a2 BQ%  80%  89%
_ow-back pain- 8% 0% 2% A%
dbesity _.B82% 3%, 29%  49%
are disease . . ..28%  23%  18% 3%
3enal disease ....32%  33%  33% 47%

Any disease management program  67%  71%  76%  75%:

Oftersd to employeas enrolled in the largest medical pian of any type
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EFITS, CONTINUED =

{ALTY MEDICAL BEN

2 mahégemént programs offered

National Government
500+ South 500+ o 500+ County So_qj

2 management 6% 80%! 86%: 90%
of Jife case management 4%  45% 46%: '~ 60%
th advocate services T 38% . 38% 43% 51%
lth.risk assessment (HRA) : . 56%.  58%  84%  78%
th website G 18% B0% 88% . _ 87%
g advice line ‘ 8T 65%: 58%: 74%.

o 30% 31%: 36%: 52% .

jeted behavior modification

ARGhmEn g

e

: incentives to encourage participation in care management program(s)

National Government
_ 500+ South 500+ 500+ County 500+
23%' 23%: . 28%! 28%-

NTAL BENEFITS -« & o - cimwsis 035

erage cost of dental coverage, per empioyee

B 20086
] 2007
' $692
$629 ]
National 500+ South 500+ Government 500+ . ° 'County 500+
ype of dental plan offered
| B Active PPO

O Passive PPO .
W Dental HMO

48%

0%

South 500+ Governmeni 500+ County 500+

National 500+

& Discount card
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TAL BENEFITS, CONTINUED 7

v de'htal coveragé is provided

National Government -
) . SO0+ South500+ 500+ County 500+
. of medical plan L 18% 15% 11% 12%:
sstanding plan : L 88%. 85% 91%. 9%’
ntal plan design
. ' Natibnal Govemment
‘ : 500+ South 500+ 500+ Gounty 500+
dian deductible ‘ $50. $50° $50° $50:

$1,250 _ $1,250

$1,000- ~ $1,500.

dian maximurn, annual benefit

ovide employee assistance program

Government

National
e 200+ South 500+ 500+ County 500+
______ 6% T%% ___75% ___ B1%
Her vision coverage
‘ National Govemment
e 900+ South500+ 500+ County 500+
 66%  B8% T2% 6%
ong-term care coverage
National Govemment
o e 3004 SOUNS00¢ 500+ County 500+
‘mployee pays full cast . 24%  27% 33% 20%
‘mployer contributes to the cos! 49/9_4%1_ s T TTa%
lo LTC coverage offered 72% 69% 64%  77%
‘lexible spending accounts (FSA)
lealth care FSA
: National - Government
" o 500+ South500+ 500+ County 500+
% offering health care FSA S T9% 77% o 8% o ?9%
fverage empioyee participation 21% 7% 22% 17%
Dependent care FSA
' National Government
) 500+ fSou:h 500+ _ 500+ Coumy 500+
% offering dependent care FSA L 80% o 79% ) 68% - B2%
6% % 8% 4%

Average employee participation
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Nrchment B

L

REE HEALYH CARE .=

¥ retiree coverage* T
BB To pre-Medicare-eligible refirees "j .

3 To Medicare-eligible retireas

National 500+ South 500+ Govemment 500+

nost retirees, on an ongoing basis {new hires will be eligible)

ntribution requirements for retiree-only coverage

Employer pays ail
Cost is shared
B Retiree pays all

2-Medicare-eligible retirees

National 500+ - South 500+ . Government 500+ :

14% 8% i ¥

‘ b ’ ; 9, o

38% : 27% 33% |

48% ! .
. 40%
.edicare-eligible retirees

National 500+ South 500+ ‘ Government 500+ County 500+—.

18% 9%

44%
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IREE HEALTH CARE, CONTINUED -

rage.contribution' as a percent of premium, when cost is shared

t receive subsidy

National Govemnment ] -
500+ South 500+ 500+ County 500+
Médicare-eligible retirees 335" 35! 35 %
icare-eligible retirees 31% " 2B%: 33% 30%:
tirg-only coverage
rerages provided
National Govemnment .-
. 500+ South S00+ 500+ . County 500+
patient prescription drug ~ pre-Medicare-eligible 96%; 96%: 98% 88%
ital — pre-Medicare-eligible 54%! 58%: ~ 55% 73%
ital — Medicare-eligible 45%; 53%. - 51% 71%
ion — pre-Medicare-eligible 38%! 46%! - 45% 61%
- jon = Medicare-eligible 31%: 45%: 38% 56%
rrent approach to Medicare Part D Prescription Drug Benefit
National Govemment .
. 500+ South 500+ 5DD+_‘_Cbu'nty‘500+
ceive 28% subsidy for all/most covered retirees 42%! 42%: 6% 38%;
‘er a plan that wraps around a PDP 14%: 8% 17%! 15%]
nitract with vendor to offer PDP or MA-PD plan 3% 3% S%T 3%
ntract with CMS to become a PDP ‘ <1%. 0%. 2% 3%
rminated drug coverage, continue to offer medical 9%’ 15%. 1%: 0%
ntinue to provide drug coverage through standard plan and do i . . ; ot
17%: 19% _ 24%! 31%!
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L

tal health benefit cost per employee is the total gross cost for all médical dental, prescribtion drug,
SA, vision and hearing benefits for all active employees and their covered dependents, divided by the total.
iber of covered. employees only. Total gross annuai cost inciudes employee contributions but not empioyee o

of-pocket expenses.
edical plan cost per employee is the total gross cost for medical plans, divided by the total number of .
ared employees. Prescription drug, mental health, vision and hearing benefits for all active ernployees and
r covered dependents are included if part of the plan. Dental benefits, even if a pan of the plan, are not

uded in these costs. .
i a Consumer-Durected Health Plan, employees use spending accounts (a Health Reimbursemant

;ount or Health Savings Account) to purchase routine health care services directly. Non-routine expenses
covered by traditiona! insurance after members meet a generally high deductibfe. Online health and

incial tools are generally provided. In this repont, unless otherwise specmed CDHP results mclude both HFIA

i HSA-based CDHPs
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