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Seeking Cost-Conscious Changes to 
Improve Patient Care by Assessing 
How Physicians are Paid

WHO ARE WE?

The National Commission on Physician Payment Reform was created by the 
Society of General Internal Medicine (SGIM) to assess how physicians are paid, 
and how pay incentives are linked to patient care. The independent commission 
includes physicians from a wide range of medical specialties, representatives 
from health care, insurance, a state health department, health policy leaders 
and a consumer representative. (See right for list of commissioners.)

WHAT IS THE PROBLEM?

There is an escalating need to curtail skyrocketing health care costs in the U.S. 
Without major changes to the current system, the nation is on track to spend 
$4.5 trillion on health care by 2019. Contributing drivers include:

•	 The current fee-for-service system which rewards doctors for quantity not 
quality. Physicians are paid more to perform more procedures and order 
more tests, instead of better overall care. 

•	 The lack of care coordination among 
providers. This results in duplication of 
services and tests, overtreatment, errors, 
and excessive administrative costs.

•	 An increasing number of patients 
accessing the health care system more 
often. They are older, have more chronic 
diseases, and often have more complex 
health problems. 

•	 Physicians and patients continue to utilize high tech interventions that may 
or may not be necessary.

WHAT WILL WE DO?

The Commission will issue an analysis and recommendations on how to reform 
the physician payment system in an effort to rein in health care costs while at 
the same time optimizing outcomes for patients. The Commission expects to 
issue a full report in early 2013. 

How physicians are paid is a major driver of health care costs. The Commission 
will assess payment and delivery models in place, efforts to incorporate quality 
into the current pay system, and the opportunities and risks of the coming 
payment configurations in the Affordable Care Act, including:

•	 Accountable care organizations (ACO’s)
•	 Patient-centered medical homes
•	 Value-based purchasing
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The United states spends nearly three 
trillion dollars a year on health care— 
more than any other developed country—
yet provides care of uneven quality. 

ExECUTivE sUMMARy

Recognizing that the level of spending on health care 
in the United States is unsustainable, the return on 
investment is generally poor, and the way that physicians 
are paid contributes substantially to the high cost of 
health care, The Society of General Internal Medicine 
(SGIM) convened The National Commission on Physician 
Payment Reform in March 2012 to recommend new ways 
to pay physicians that will ultimately improve patient 
outcomes but also rein in health care costs.

The commission was charged with assessing current 
physician payment systems, the incentives that drive 
physicians’ care recommendations, and exploring new 
payment systems to yield better results for both payers 
and patients.

Chaired by Steven A. Schroeder, MD, with former Senator 
William H. Frist, MD, serving as the honorary chair, the 
14-member commission comprised physicians from a 
variety of specialties, as well as others who are expert in 
health care policy, delivery, and payment. 

The United States health care system is plagued by the 
twin ills of high cost and uneven quality. Health care 
spending in the U.S. represents 18 percent of gross 
domestic product or $8,000 per person annually. As a 
proportion of the federal budget, the cost of Medicare 
has risen from 3.5 percent in 1975 to 15.1 percent in 
2010. In 2020, it is projected to consume 17 percent of 

the federal budget. This enormous investment has not 
produced a commensurate improvement in the nation’s 
health. In fact, the health status of Americans pales in 
comparison to other nations, with the U.S. ranking 37th 
in health status.

Many factors drive the high level of expenditures in our 
health care system, yet several stand out:

 § Fee-for-service reimbursement. Under this model, 
physicians are reimbursed for each service they 
provide. Pay is not necessarily linked to outcomes.

 § Reliance on technology and expensive care. The 
federal government and private insurers reimburse 
technology-intensive procedures—such as imaging 
or surgery—at higher rates than services focused on 
evaluating patients or managing the care for chronic 
conditions over time, such as an appointment to 
discuss diabetes management.

 § Reliance on a high proportion of specialists. The 
U.S. has a high ratio of specialists to primary 
care physicians. The higher-intensity, higher-cost 
practice of specialists makes their care particularly 
expensive. The current payment system favors high-
cost procedures over time spent on evaluation or 
management of care.
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 § Paying more for the same service 
or procedure when done in a 
hospital setting as opposed to an 
outpatient setting. For example, 
Medicare pays $450 for an 
echocardiogram done in a hospital 
and only $180 for the same 
procedure in a physician’s office.

How PHysiCians are 
Paid drives HealtH 
Care exPenditures

The commission examined the 
factors that contribute to high 
cost and uneven quality, and the 
consequences to society and 
individuals, examining the role of 
physician payment. While physician 
salary and related expenses account 
for 20 percent of health care 
spending, the decisions they make 
influence an additional 60 percent of 
spending.1 The commission reviewed 
the ways in which physicians 
are compensated, focusing on 
the incentives of fee-for-service 
payment toward more—and more 
expensive—care and the potential 
for fixed payment mechanisms such 
as capitation and bundling of fees 
to promote more prudent, high 
value health care. The commission 
concluded that our nation cannot 
control runaway medical spending 
without fundamentally changing 
how physicians are paid, including 
the inherent incentives built into the 
current fee-for-service pay system. 

The issues currently facing physician 
payment fall into two general 
categories:

 § systemic issues—specifically, 
the skewed incentives of fee-for-
service payment.

 § Medicare issues—in particular, the 
sustainable growth rate (SGR) and 
the operation of the Relative Value 
Scale Update Committee (RUC).

Commission 
reCommendations

The commission’s recommendations 
focus on the near-term, calling 
for drastic changes to the current 
fee-for-service payment system and 
a five-year transition to a physician-
payment system that rewards 
quality and value-based care. The 
recommendations pertain to the way 
physicians are paid throughout the 
health care system—both public and 
private payers. 

The commission adopted 
twelve recommendations. 

The recommendations stress the 
importance of eliminating the 
current fee-for-service payment 
system and provide a blueprint for 
transitioning to new systems over a 
five-year-period. They also call for 
transparency in determining how 
physicians are paid and services 
reimbursed, and offer suggestions 

Our nation cannot control runaway 
medical spending without fundamentally 

changing how physicians are paid.

for how to eliminate the SGR and its 
associated “doc-fix.” 

Transitioning from  
fee-for-service
The first three recommendations 
propose a rapid transition away 
from fee-for-service payment, yet 
recognize the need to fix current 
fee-for-service system inequities 
while the system is still in place. It is 
likely that fee-for-service will remain 
relevant for some time given that 
many delivery and payment models 
being tested under the Affordable 
Care Act, such as accountable care 
organizations (ACOs) and bundled 
payments, still pay individual 
doctors on a fee-for-service basis.

1. Over time, payers should 
largely eliminate stand-alone 
fee-for-service payment to medical 
practices because of its inherent 
inefficiencies and problematic 
financial incentives.

2. The transition to an approach 
based on quality and value should 
start with the testing of new models 
of care over a 5-year time period, 
incorporating them into increasing 
numbers of practices, with the goal 
of broad adoption by the end of 
the decade.
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3. Because fee-for-service will 
remain an important mode of 
payment into the future, even as the 
nation shifts toward fixed-payment 
models, it will be necessary to 
continue recalibrating fee-for-service 
payments to encourage behavior 
that improves quality and cost-
effectiveness and penalize behavior 
that misuses or overuses care.

Recalibrating fee-for-
service and advancing fixed 
payment models
The next six recommendations 
provide a blueprint for transitioning 
to a value-based blended 
payment model over a five-year 
period, focusing on increasing 
reimbursement for evaluation and 
management services, reducing gaps 
in payment for the same physician 
services regardless of specialty or 
setting, and advancing bundled 
payment and capitation:

4. For both Medicare and private 
insurers, annual updates should 
be increased for evaluation and 
management codes, which are 
currently undervalued. Updates 
for procedural diagnosis codes 
should be frozen for a period of 
three years, except for those that 
are demonstrated to be currently 
undervalued. 

5. Higher payment for facility-based 
services that can be performed 
in a lower-cost setting should be 
eliminated.

6. Fee-for-service contracts 
should always incorporate quality 
metrics into the negotiated 
reimbursement rates.

7. Fee-for-service reimbursement 
should encourage small practices 
(those having fewer than five 
providers) to form virtual 
relationships and thereby share 
resources to achieve higher 
quality care.

8. Fixed payments should initially 
focus on areas where significant 
potential exists for cost savings 
and higher quality, such as care 
for people with multiple chronic 
conditions, and in-hospital 
procedures and their follow-up.

9. Measures to safeguard access 
to high quality care, assess the 
adequacy of risk-adjustment 
indicators, and promote strong 
physician commitment to patients 
should be put into place for fixed 
payment models.

Medicare payment
The final three recommendations 
focus on ways to improve physician 
payment within the Medicare 
program:

10. The Sustainable Growth Rate 
(SGR) should be eliminated.

11. Repeal of the SGR should 
be paid for with cost-savings 
from the Medicare program as 
a whole, including both cuts to 
physician payments and reductions 
in inappropriate utilization of 
Medicare services. 

12. The Relative Value Scale Update 
Committee (RUC) should make 
decision-making more transparent 
and diversify its membership so 
that it is more representative of the 
medical profession as a whole. At 
the same time, CMS should develop 
alternative open, evidence-based, 
and expert processes to validate 
the data and methods it uses to 
establish and update relative values. 

There is no question that we need 
to reform our physician payment 
system. Both private and public 
payers must take steps now to move 
the U.S. toward a physician payment 
system that drives higher quality and 
more cost-effective care, and helps 
improve not only individual health 
but that of the nation.

The Commission is funded in 
part by the Robert Wood Johnson 
Foundation and the California 
HealthCare Foundation.
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 § Payment reform should result in a decreased rate of 
growth in total per capita expenditures and improve 
the efficiency, effectiveness, and quality of health care 
delivery systems.

 § Payment reform should encourage the routine delivery 
of evidence-based care and discourage inappropriate 
care or care that adds minimal value.

 § Payment reform should encourage caring for and 
managing those with complex medical problems, 
multiple social support needs, and those who are 
traditionally medically disadvantaged.

 § Recalibrating physician reimbursement should be 
done by considering total medical expenses not just 
as a zero-sum game of current physician-related 
expenses. Supplementation of incomes of specialists 
with high proportions of evaluation and management 
services can come from reducing marginal, ineffective 
and harmful services.

 § Payment reform should be transparent to patients and 
the public. Interested patients should have access to 
easily understood summary-level information about 
how physicians are paid.

 § Payment reform should reward patient-centered 
comprehensive care that manages transitions 
between sites of care and among providers of care.

tHe Commission’s reCommendations were Based on tHese PrinCiPles: 
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The United states health care system is 
plagued by the twin ills of high cost and 
uneven quality.

BACKGROUND

At the national level, high spending on health care—
especially within the Medicare program—threatens to 
crowd out other social expenditures and contributes 
significantly to the national deficit. Expenditures for 
Medicaid are squeezing the budget of nearly every state.2 
For businesses—especially small ones—and individuals, 
high premiums make health insurance virtually 
unaffordable. Although the Affordable Care Act promises 
some relief, more action is needed to address the high 
and rising cost of care. 

At nearly three trillion dollars a year—18 percent of 
gross domestic product or $8,000 per person annually—
expenditures on health care in the U.S. exceed those 
of any other developed country.3 As a proportion of the 
federal budget, the cost of Medicare has risen from 
3.5 percent in 1975 to 15.1 percent in 2010 ($524 billion 
in 2010). In 2020, it is projected to consume 17 percent 
of the federal budget (4 percent of GDP).4 

This enormous investment of resources has not 
produced a commensurate improvement in the nation’s 
health. At its best, American health care is unsurpassed 
anywhere in the world. However, the health status of 
Americans pales in comparison to other nations. The 
World Health Organization ranked the U.S. 37th in 
health status—behind, among others, Oman, Morocco, 
and Paraguay.5 A recent Institute of Medicine study 
concluded, “Americans… are, on average, in worse 
health than people in other high-income countries.”6 

Source: Henry J. Kaiser Family Foundation and Congressional Budget Office, 
Budget and Economic Outlook, January 2010 (for 1970 data) and January 2011 
(for 1980–2020 data, except 2010 which comes from CBO August 2010 Baseline: 
Medicare). Historical total spending for 1970–2000 from 2010 Annual Report of the 
Boards of Trustees of the Federal Hospital Insurance and Federal Supplementary 
Medical Insurance Trust Funds.

* Estimates for 1970–2010 represent total Medicare outlays, estimate for 2020 
represents projection of mandatory Medicare outlays. CBO (August 2010) projects 
discretionary Medicare outlays will be $9 billion in 2020.

mediCare sPending as a sHare 
of federal Budget outlays, 
1970–2020

17.4%

Projected

Total 
Medicare 
spending 
in billions

Actual

2020

$949

15.1%

2010

$524

12.1%

2000

$219

8.5%

1990

$110

5.8%

1980

$35

3.5%

1970

$7
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Recognizing that the level of 
spending on health care in the 
United States cannot be sustained 
indefinitely, that the return on 
investment is generally poor, and 
that the way in which physicians 
are paid contributes substantially 
to the high cost of health care, the 
Society of General Internal Medicine 
(SGIM) convened The National 
Commission on Physician Payment 
Reform in March 2012, chaired by 
Steven Schroeder, MD, with former 
Senator William Frist, MD, serving 
as honorary chair.

The commissioners agreed upon 
a set of six principles and twelve 
recommendations to guide 
physician payment reform.

wHy tHe united states 
sPends so muCH on 
HealtH Care

Although no single aspect of the U.S. 
health care system explains why the 
country spends so much on health 
care, several features of our delivery 
and financing of care drive costs 
higher and set the U.S. apart from 
other developed nations. 

Fee-for-service reimbursement
The basic payment model in the U.S. 
is fee-for-service, which reimburses 
physicians for each service they 
deliver. This creates a financial 
incentive to provide more—and 
more costly—services. Physicians 

determine the kind and quality of 
care patients receive and can be 
influenced by the incentives for 
costly care that the system offers.

Reliance on technology 
and expensive care
The federal government, through 
Medicare and Medicaid, and 
private insurers, which tend to 
follow the federal government’s 
lead, reimburse technology-
intensive procedures at 
higher rates than cognitive 
services—that is, those services 
requiring time for evaluation and 
management of patients. 

1. In the Netherlands, it is not possible to clearly distinguish the public and private share related to investments.
2. Health expenditure is for the insured population rather than the resident population.
3. Total expenditure excluding investments.

Source: OECD Health Data 2011; WHO Global Health Expenditure Database.

total HealtH exPenditure Per CaPita, PuBliC and Private,  
2009 (or nearest year)
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A high proportion of specialists
The United States has a 
comparatively high ratio of 
specialists to primary care 
physicians, and most patients can 
self-refer directly to those specialists. 
The higher-intensity, higher-cost 
practice of specialists makes their 
care particularly expensive. Systems 
with a greater emphasis on primary 
care have been shown to deliver 
better outcomes at a lower cost.7 

The disproportionately high number 
of procedural specialists and the 
relative lack of cognitively focused 
physicians is a direct result of 
a payment system adopted by 
Medicare and mimicked by private 
insurers that values time for 
services provided under procedure 
codes more highly than time 
provided under evaluation and 
management (E &M) codes. High 
reimbursement for procedures 
also subtly nudges specialists 

such as gastroenterologists 
and pulmonologists away from 
E& M services and toward 
doing procedures.

As a result, physicians doing 
diagnostic or therapeutic procedures 
earn considerably more than 
physicians who mainly evaluate 
and manage patients—even those 
with multiple chronic conditions. 
In 2011, a radiologist, on average, 
earned $315,000 a year, while a 
family doctor on average earned 
$158,000.8 This has led medical 
students—many of whom leave 
school heavily in debt—away from 
the E & M specialties and toward 
the higher paying procedural and 
imaging specialties.

Consolidation in the 
health care industry
In recent years, the pace of 
hospital-system consolidation 

has accelerated. Because of their 
increased market share, large health 
care systems can negotiate higher 
reimbursement for services provided 
by their physicians than can 
physicians working independently 
or in smaller practices—leading 
the larger systems to acquire 
physicians’ practices. For their part, 
physicians are banding together in 
larger groups to increase their own 
bargaining power and gain higher 
reimbursement.12 This has led to 
a situation where private payers 
often pay different rates for the 
same service, depending on the 
negotiating power of the provider.

A disproportionate percentage 
of health care spending directed 
to a small number of people who 
are very sick and costly to treat
The distribution of spending on 
health care in the U.S. is skewed 
toward a small number of people 
who are extremely expensive to 
treat—many of them frail, elderly, 
and with four or five chronic 
illnesses. Five percent of patients 
account for nearly half of all health 
care expenditures.13 

High administrative costs
Although Medicare’s administrative 
costs are only 2 percent,14 those of 
private insurance companies and 
health plans routinely reach 13 
percent or more.15 Administrative 
costs are expected to diminish in 
the future with the Affordable Care 
Act’s requirement that at least 85 
percent (80 percent for individual 
products) of premiums be devoted 
to health care.16

annual PHysiCian ComPensation By 
sPeCialty (in $2004)
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Source: Bodenheimer 20079, AMGA 2011 10, Bureau of Labor Statistics11.
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Fear of malpractice lawsuits 
Although major studies have 
demonstrated that malpractice is 
not a significant driver of health care 
costs,17 the fear of lawsuits does 
influence physician behavior. Under 
the threat of lawsuits, physicians may 
practice defensive medicine, ordering 
unnecessary tests and providing 
unnecessary medical services.18 

Fraud and abuse
The Institute of Medicine estimated 
that in 2009 health care fraud 
accounted for $75 billion, or 
3 percent of the nation’s $2.5 trillion 
health care budget that year.19 
Former CMS Administrator Donald 
Berwick and RAND Corporation 
analyst Andrew Hackbarth 
estimated that Medicare and 
Medicaid fraud and abuse could 
account for up to $98 billion and 
that system-wide, the cost of fraud 
and abuse could be $272 billion.20 
While the exact dollar amount may 
not be known, fraud and abuse 
clearly contribute to high health 
care costs. 

tHe ConsequenCes 
of HigH HealtH Care 
exPenditures

The high and rising expenditures for 
health care affect society at large 
as well as individuals and families. 
Government spending on health 
care limits the amount available 
for education, transportation 
infrastructure, and other societal 
needs, and it threatens financial 
wellbeing at every level of 
government. Premiums are often 
so high that small businesses do 
not insure their employees and 

people choose to take their chances 
and go without insurance.21 And 
uninsured people delay going to the 
doctor until they are very sick—and 
expensive to treat.22 

Even with the expansion of coverage 
under the Affordable Care Act, 
expenditures for health care will 
remain high unless action is taken 
to lower them.

How PHysiCians in tHe 
u.s. are ComPensated

Physicians in the United States are 
generally compensated in three 
ways: fee-for-service, fixed payment, 
and salary. In an effort to curb 
costs and improve quality of care—
especially the care of those with 
multiple chronic conditions—other 
approaches to physician payment 
are being tried.

Fee-for-service
Fee-for-service is the predominant 
way of compensating physicians 
and, despite its problems, 
appears likely to remain so for the 
foreseeable future.23 Fee-for-service 
arrangements have many advantages 
and are popular with the public. 
In practice, fee-for-service allows 
people to go to the physician of their 
choice and creates incentives for 

those physicians to be accessible. 
It does not restrict physicians from 
referring patients to specialists 
and for tests, which many patients 
desire and believe to be in their best 
interest. Moreover, it allows payers 

to know what they are buying and 
provides a handy way of auditing.

Fee-for-service also has many 
disadvantages. Most significantly, 
it provides an incentive to increase 
volume—especially for highly 
reimbursed care. Fee-for-service 
payments also disadvantage 
physicians who primarily deliver 
evaluation and management 
services because they can only 
increase volume by scheduling more 
and shorter appointments. Many 
health policy analysts consider 
fee-for-service to be the single most 
important driver of the high cost of 
health care.24 

Fixed payment
Payment to physicians of a set 
amount can come in a variety of 
forms—two of the most common 
being capitation and bundling. 
A distinguishing factor of fixed 
payment is that physicians may bear 
some or all of the financial risk of 
patient care, that is, they may either 
share in the savings as compared to 
historical charges or market rates, or 
bear part or all of the increased cost.

The high and rising expenditures for  
health care affect society at large as  

well as individuals and families. 
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Capitation
Under capitation, physicians are 
paid a specified amount, often on 
a monthly basis, per patient they 
agree to serve. The capitation model 
has a number of advantages. One 
of them is that it is agnostic about 
what services a patient receives 
and where they are delivered—a 
capitated provider can deliver care 
by phone, at home, or any way that is 
deemed most effective and efficient. 
A second advantage is its focus 
on primary care and prevention. A 
third is that since physicians may 
themselves bear the risk for the cost 
of care, it creates incentives for cost-
efficient services, keeping people 
healthy, and reducing spending on 
unnecessary care.

Capitation also has disadvantages, 
particularly its implicit restriction of 
patients’ choice of physician and the 
incentive it offers physicians to limit 
access to expensive downstream 
services, such as referrals to 
specialists and imaging, in order 
to maximize financial returns. 
These negative aspects surfaced 
during the late-1990s, leading to a 
backlash against managed care and 
a subsequent retreat from its more 
restrictive elements. 

Bundling by episode or event
Under this payment mechanism, 
a fixed price is paid in return for 
care related to a specific condition, 
event, or episode such as a hip 
replacement or a heart attack. Similar 
to diagnostic-related groups that 
Medicare uses to pay hospitals, 
this payment mechanism should 
encourage better coordination 
within physician teams and among 

physicians, hospitals, and others 
involved in patient care. With a fixed 
price for the total episode, physicians 
have a financial incentive to be more 
prudent than they would under 
fee-for-service.

However, bundled payment faces 
a number of practical difficulties: 
defining what is in the bundle; 
finding ways to divide payment 
among participating physicians; 
determining what to do when some 
physicians involved in the care do 
not share in the bundled payment; 
and factoring in the health status of 
patients (risk-adjustment).25 

salary
Salaried payment alone does not 
explicitly encourage either overuse or 
withholding of expensive services. A 
salaried physician (without bonuses or 
other performance incentives) might 
tend to over-refer complex patients, 
however, because there is no reward 
for managing such patients on one’s 
own. In general, incentives associated 
with salaried payment are less 

“high-powered” than either fee-for-
service or fixed fee arrangements. 
Salary is typically only found in 
larger employment arrangements, 
however, because other management 
mechanisms must take the place of 
incentives in aligning medical practice 
with the payer’s goals.

A growing number of physicians 
are forgoing independent practice 
entirely and choosing to practice 
medicine as paid employees. The 
national physician search firm, 
Merritt Hawkins, found that in 
2011, 56 percent of their searches 
assignments were for hospital-
based jobs, which often are salaried 
employment positions—up from 
23 percent five years earlier.26 

As is the case with fee-for-service 
and fixed payment mechanisms, 
salaried physicians can receive 
additional compensation for 
meeting financial or quality targets. 

For example, Geisinger Health 
System has developed a physician 
compensation plan that pays 80 
percent of salary based on work 
effort, mainly measured by relative 
value units, and 20 percent on 
individual and group performance, 
as measured by a proprietary survey.

HyBrid Payment 
models

Many health policy experts believe 
that alternative delivery and payment 
systems, such as accountable care 
organizations with shared savings 
and patient-centered medical 
homes with care coordination fees, 

With a fixed price for the total episode, 
physicians have a financial incentive  
to be more prudent than they would  

under fee-for-service.
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represent promising approaches to 
reducing cost and improving quality. 

Accountable Care 
Organizations 
Spurred by the Affordable Care Act, 
accountable care organizations 
(ACOs) are viewed as a way to shift 
financial incentives away from 
fee-for-service and, through sharing 
of financial savings or risk, toward a 
system that emphasizes prevention, 
care coordination, quality, and value. 
ACOs are integrated networks of 
providers—often hospital systems 
and physician groups—that, in 
theory, assume financial risk for the 
quality and total cost of the care they 
provide. CMS has established several 
programs to test the concept—the 
Medicare Shared Savings Program, 
the Pioneer Accountable Care 
Program, and the Physician Group 
Practice Transition Demonstration 
Program. Additionally, private 
health insurers have been actively 
organizing ACOs in many locations 
around the country.27 

Currently, most physicians in ACOs 
are reimbursed by fee-for-service and 
can share in cost savings if specified 
quality and financial benchmarks are 
met. Very few physicians have, to 
date, agreed to accept the downside 

risk of potential financial loss 
should expenditures exceed budget. 
Whether ACOs save money and 
improve quality is uncertain; results 
to date are mixed.28 

The Patient-Centered 
Medical Home 
The Patient-Centered Medical Home 
(PCMH—sometimes called Primary 
Care Medical Home) model has the 
goal of transforming care from a 
volume-based model to a value-
based one that rewards quality 
and efficiency and compensates 
doctors for care that has not 
traditionally been reimbursed, such 
as disease management and clinical 
interventions outside of office 
visits. Believed to be particularly 
effective for coordinating the care 
of individuals with several chronic 
conditions, the model is built 
around a primary care physician 
who coordinates patient care and is 
often paid by capitation or a global 
budget (though care coordination 
fees or other bonus arrangements 
are sometimes included).29 Although 
still unproven in large-scale 
demonstrations,30 results from 
some early PCMH experiments have 
shown cost savings and improved 
quality of care.31 

Paying PHysiCians 
under mediCare

Fee-for-service
Medicare pays physicians primarily 
by fee-for-service. Under the current 
system, a relative value unit (RVU) 
is assigned to every medical service 
that physicians carry out and that 
will be reimbursed by Medicare.* 

The RVU is then converted into 
a monetary value based on a 
conversion factor and the geographic 
location of the physician.** 

Since the RVU system was first 
instituted in 1992, it has been the 
subject of criticism. Some of the 
criticism has been conceptual, 
for example:

 § The payment system values 
the time for procedures that 
require surgery or technology 
(such as interpreting CT scans 
or inserting a stent) more highly 
than those requiring evaluation 
and management (for example, 
an office visit to educate a 
patient about a new diagnosis 
such as diabetes). It has skewed 
the field toward high-cost, 
high-tech medicine and away 
from evaluative medicine and 
primary care. 

* The Centers for Medicare and Medicaid Services (CMS) uses Current Procedural Terminology (CPT) codes to 
determine services that it will reimburse for Medicare enrollees, and each CPT code has an assigned relative 
value unit.

** The relative value unit is based on the RVRBS, which defines the value of a service. It is based on cost and has 
three components. Physician work accounts for the time, skill, physical effort and mental judgment involved in 
providing a service and is approximately 52% of the relative value unit. Practice expense refers to direct costs 
incurred by the physician and includes the cost of maintaining an office, staff and supplies and accounts for 
44%. Practice liability expense takes into account the malpractice insurance essential for maintaining a practice 
and is 4% of the calculation.
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 § Since the physician payment 
system is based on the 
resources physicians use, order, 
and prescribe rather than 
the outcomes their patients 
experience, it encourages 
practitioners to provide more, 
and more expensive, services, 
thus potentially rewarding 
overtreatment and waste. It does 
nothing to encourage physicians 
to improve either the efficiency or 
the quality of care. 

Other criticism is leveled at the way 
the Medicare physician payment 
system works in practice. Critics 
charge that the AMA/Medical 
Specialties Societies Relative 
Value Scale Update Committee 
(RUC), which advises CMS on 
updating the amounts paid by 
Medicare for every procedure, is 
dominated by specialists at the 

expense of primary care; meets 
generally out of the public eye; 
does not disclose individual votes 
on recommendations; and fails to 
release the transcripts of meetings. 

The sustainable Growth Rate 
Established by the 1997 Balanced 
Budget Act, the Sustainable Growth 
Rate (SGR) is the method that 
Congress established to control the 
growth of physician reimbursement 
under Medicare. It basically pegs 
payment for physicians’ services to 
the growth of gross domestic product 
(GDP).*** If the cumulative rate of 
spending for physicians’ services 
under Medicare exceeds the target 
SGR in a given year, payments for 
physicians’ services the following 
year are supposed to be reduced, 
and vice-versa.

Every year, Congress is advised on a 
fee schedule for physicians’ services 
for the coming year based on the 
estimated payments to physicians 
compared with the target SGR in 
the current year. In 2002, payments 
for physicians’ services exceeded 
the SGR. This resulted in a 4.8 
percent reduction in Medicare 
reimbursement to physicians, which 
caused an outcry in the physician 
community. Every year since then, 
payments for physicians’ services 
have exceeded the SGR, and every 
year Congress has stepped in 
to prevent cuts in payments for 
physicians. This is the “doc-fix,” and 
it has taken place 15 times over the 
past decade, most recently in January 
2013. Overall, since 2002, physicians’ 
reimbursement under Medicare 
has increased only 3 percent while 
the consumer price index rose 20 
percent during the same time.

*** In reality, the SGR is somewhat more complicated. The rate is determined by four factors: (1) the estimated 
percentage change in fees for physicians’ services; (2) the estimated percentage change in the average num-
ber of Medicare fee-for-service beneficiaries; (3) the estimated ten-year average annual percentage change in 
GDP per capita; (4) the estimated percentage change in expenditures for physicians’ services due to changes 
in law or regulation.
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PRiNCiPLEs

The issues currently facing physician payment fall into 
two general categories:

 § systemic issues—the skewed incentives of fee-for-
service payment and the proposed system-wide 
changes that would shift to a physician-payment system 
that offers incentives to provide value-based care. 

 § Medicare issues—the SGR and doc-fix, RVUs as a way 
of determining physician payment, and the operation 
of the RUC.

The commission agreed upon recommendations that 
address both these categories. But first, however, the 
commission adopted six principles that should guide any 
system of physician payment reform. The principles are:

 § Payment reform should result in a decreased rate of 
growth in total per capita expenditures and improve 
the efficiency, effectiveness, and quality of health care 
delivery systems.

 § Payment reform should encourage the routine delivery 
of evidence-based care and discourage inappropriate 
care or care that adds minimal value.

 § Payment reform should encourage caring for and 
managing those with complex medical problems, 
multiple social support needs, and those who are 
traditionally medically disadvantaged.

 § Recalibrating physician reimbursement should be 
done by considering total medical expenses not just 
as a zero-sum game of physician-related expenses. 
Supplementation of incomes of physicians with 
high proportion of evaluation and management 
services can come from a reduction in the utilization 
of marginal, harmful, ineffective, or unnecessary 
medical or other services.

 § Payment reform should be transparent to patients and 
the public. Interested patients should have access to 
easily understood summary-level information about 
how physicians are paid.

 § Payment reform should reward patient-centered 
comprehensive care that includes management 
of transitions between sites of care and among 
providers of care.
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The commission adopted twelve specific 
recommendations for reforming physician 
payment. These are listed below, along with 
explanations and justifications. 

RECOMMENDATiONs

reCommendations Pertaining to PHysiCian Payment tHrougHout  
tHe HealtH Care system

1 Over time, payers should largely 
eliminate stand-alone fee-for-service 
payment to medical practices because 
of its inherent inefficiencies and 
problematic financial incentives. 

As this report has made clear, the fee-for-service 
mechanism of paying physicians is a major driver 
of higher health care costs in the U.S.32 It contains 
incentives for increasing the volume and cost of services, 
whether appropriate or not; encourages duplication; 
discourages care coordination, and promotes inefficiency 
in the delivery of medical services. In light of these 
factors, the commission believes that fee-for-service 
should eventually disappear as the predominant mode of 
compensating physicians. 

The long-range solution is a system that provides 
appropriate, high-quality care that emphasizes disease 
prevention rather than treatment of illness and that 
values examination and diagnosis as much as medical 
procedures. This implies a shift from a payment system 
based on fee-for-service to one based on value through 
mechanisms such as bundled payment, capitation, and 
increased financial risk sharing.

2 The transition to an approach based 
on quality and value should start 
with the testing of new models of 
care over a 5-year time period and 
incorporating them into increasing 

numbers of practices, with the goal of broad 
adoption by the end of the decade.

Changing from the current model of care to one that is 
value-based cannot be accomplished overnight. It will 
require a transition period—and even then, the likely end 
point will be a blended system with some payment based 
on fee-for-service and other payment based on capitation 
or salary.

The commissioners judged that five years would be an 
appropriate length of time for a transition period. It would 
give physicians and health care organizations the time 
to make changes in their models of care—for example, 
to install electronic medical records and to change 
billing systems—and would allow time to evaluate the 
experiments currently underway to test ACOs, medical 
homes, and other delivery and payment mechanisms. 
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3Because fee-for-service will remain 
an important mode of payment into 
the future, even as the nation shifts 
to fixed payment models, it will be 
necessary to continue recalibrating 

fee-for-service payments.

Whatever system reforms are ultimately adopted—be 
they ACOs, bundled payments, patient-centered medical 
homes, capitation—the commission recognizes that 
fee-for-service payment will remain an integral part of 
physician payment for a long time.33 While paying a fixed 
payment through bundling or capitation is reasonable, 
appropriate, and desirable for acute episodes of care 
requiring hospitalization, many issues remain as the 
concept is expanded outside of hospitals. Some services 
are not appropriate for bundling. And the optimal ways 
that bundled payments are allocated to individual 
physicians remain to be clarified.

In all cases, payment—whether it be fee-for-service, fixed 
payment, or salary payment models—should reward 
behavior that improves quality, care coordination, and 
cost-effectiveness and/or penalize behavior that misuses 
or overuses care that does not add benefits to patients but 
simply adds to the cost. 

4 For both Medicare and private insurers, 
annual updates should be increased 
for evaluation and management codes, 
which are currently undervalued. 
Updates for procedural diagnosis codes, 

which are generally overvalued and thus create 
incentives for overuse, should be frozen for a 
period of three years. During this time period, 
efforts should continue to improve the accuracy 
of relative values, which may result in some 
increases as well as some decreases in payments 
for specific services.

Time spent on services performed under evaluation and 
management (E&M) codes is reimbursed at lower rates 
than time spent providing services under procedure 
codes. The undervalued E&M services at issue are often 
those that provide preventive health and wellness care, 
address new or undiagnosed problems, and manage 
chronic illnesses. 

The current skewed physician payment system causes 
a number of problems, such as creating a disincentive 
to spend time with patients with complex chronic 
conditions; leading physicians to offer care for highly 
reimbursed procedures rather than lower-reimbursed 
cognitive care;34 neglecting illness prevention and 
disease management, which tend to be cognitive 
in nature; and inducing medical students to choose 
procedural specialties over evaluative ones.

While the discussion about reimbursement has 
generally focused on services performed by primary 
care physicians, the commission believes that the real 
issue is not one of relative payment of specialists versus 
primary care physicians but, rather, of payment for 
E&M services as contrasted with procedural services. 
These include E&M services provided by, among others, 
cardiologists, endocrinologists, hematologists, infectious 
disease specialists, neurologists, psychiatrists, and 
rheumatologists. 

5 Higher payment for facility-based 
services that can be performed in a 
lower-cost setting should be eliminated. 
Additionally, the payment mechanism 
for physicians should be transparent, 

and it should reimburse physicians roughly 
equally for equivalent services, regardless of 
specialty or setting. 

Over the past years, there has been a trend to reimburse 
medical services performed in outpatient facilities at a 
lower rate than those same services when provided in 
hospitals. In its March 2012 report, MedPAC noted that 
the previous year, Medicare paid 80 percent more for a 
15-minute office visit in an outpatient department than in 
a freestanding physician office.35 

The disparity is having a negative effect on the way health 
care services are delivered. In addition to paying extra for 
an in-hospital procedure that can be done more cheaply in 
an ambulatory facility, large hospital systems are buying 
up independent practices. This threatens the viability of 
independent physicians and raises the cost of health care. 
Cardiology presents a telling example. Medicare pays 
$450 for an echocardiogram done in a hospital and only 
$180 for the same procedure in a physician’s office.36 The 
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New York Times reported in 2010 that practices around the 
country were selling out to health systems or hospitals; 
the CEO of the American College of Cardiology was quoted 
as saying, “the share of cardiologists working in private 
practice had dropped by half in a year.”37

Moreover, private payers negotiate payment for services 
with individual groups, often resulting in different 
payment levels for the same physician services, 
depending on the market power of the physician group. 
Payments by private payers for medical services should 
be transparent to the public.

These payment differentials are difficult to justify in 
concept or in practice.

6 Fee-for-service contracts should 
always include a component of quality 
or outcome-based performance 
reimbursement at a level sufficient to 
motivate substantial behavior change.

The inherent incentive in fee-for-service payment 
arrangements to increase volume can be mitigated 
by incorporating quality metrics into the negotiated 
reimbursement rates. This is already being done in 
many places, including programs carried out by the 
federal government and private insurers. For example, 
the Affordable Care Act created a “value-based modifier” 
under the Medicare physician fee schedule. It will go into 
effect in 2015. On a budget-neutral basis, the modifier will 
increase or decrease payment rates to physicians on the 
measures of quality and cost.38 

Although the overall evidence of the effectiveness of 
pay-for-performance programs based on quality measures 
is mixed to date,39 some programs are demonstrating 
positive results. UnitedHealthcare, for example, reports 
that the 250,000 physicians participating in its Premium 
Designation program—whose compensation depends 
in part on their meeting quality measures—have 
significantly lower complication rates for, among others, 
stent placement procedures and for knee arthroscopic 
surgery, and have 14 percent lower costs than specialists 
not in the program.40 WellPoint has obtained similar 
results in its pilot programs. 

7 in practices having fewer than five 
providers, changes in fee-for-service 
reimbursement should encourage 
methods for the practices to form 
virtual relationships and thereby share 

resources to achieve higher quality care.

Large, integrated networks of providers dominate 
health service provision in some areas of the country, 
but small, independent providers provide care for nine 
out of ten Americans, including millions living in rural 
and underserved areas.41 Fee-for-service models that 
fail to reimburse care that is not delivered in person 
(for example, by telephone or email) or for coordination 
among providers puts patients in these areas at a 
continuing disadvantage. 

Telemedicine and other forms of remote communication 
have improved outcomes for many types of patients, 
including those in remote, scattered intensive care 
units,42 the frail elderly,43 and those experiencing 
depression in clinics not served by a psychiatrist.44 
These interventions have demonstrated reduced costs in 
some populations and in these circumstances should be 
reimbursed appropriately.45 

8 As the nation moves from a fee-for-
service system toward one that pays 
physicians through fixed payments, 
initial payment reforms should focus 
on areas where significant potential 

exists for cost savings and better quality.

This recommendation refers largely to the clinical 
circumstances where 5 percent of the sickest patients 
consume half of the nation’s health care resources. 
Many of these people have multiple chronic conditions, 
including behavioral health disorders. Improving care for 
people with these conditions offers significant potential 
for cost savings and improved quality of care. They are a 
logical place to start a transition period.

Another logical place is in-hospital procedures and their 
follow-up. There are many conditions whose treatment 
lends itself to payment by means of a fixed payment. 
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Treatment of heart attacks and joint replacements are two 
obvious examples.

Additionally, examples abound of care whose benefits are 
unproven or which are unnecessary that is given to (and 
sometimes demanded by) patients. The Affordable Care 
Act created a new Patient-Centered Outcomes Research 
Institute (PCORI) to conduct research evaluating and 
comparing health outcomes and assessing the clinical 
effectiveness, risks and benefits of medical treatments. 
Implementation of PCORI results should be expeditious.

9 Measures should be put into place to 
safeguard access to high quality care, 
assess the adequacy of risk-adjustment 
indicators, and promote strong 
physician commitment to patients.

This recommendation acknowledges that any prospective 
payment system adopted should be accompanied by 
adequate protections for patients and recognition of the 

centrality of patient care. While the main body of this 
report deals with ways to reduce spending on health care, 
the commission recognizes that: 

A physician’s commitment to his or her patient has 
traditionally been—and remains—paramount. 

Quality measures are necessary to assure that evidence-
based care is not denied as a cost-saving mechanism. A 
body of evidence now demonstrates that prevention, care 
coordination, and the prudent practice of medicine will 
not only save money but will also lead to better outcomes. 

Risk adjustment is important for any type of fixed payment 
to avoid physicians and other providers cherry-picking 
the healthiest patients and avoiding the sickest ones. 
This recommendation is a reminder that the sickest and 
neediest members of our society—who are often the 
poorest as well—deserve the same attention as the more 
advantaged members of society, and that where patients 
with more complex illnesses need more resources, 
payment should be adjusted to reflect those needs.

reCommendations Pertaining sPeCifiCally to mediCare 

10 The sGR adjustment should 
be eliminated

Simply stated, the SGR has not 
worked in practice and shows 
no prospect of ever working. 

The practice of setting expenditure targets one year and 
ignoring the consequences of exceeding them the next year 
makes no sense. Moreover, setting a spending cap without 
addressing the underlying issues of the volume and price 
of services and health outcomes is a short-term answer to 
a problem that requires a long-term solution. And since 
the SGR is based on the aggregate payment for physicians’ 
services by Medicare, there is no incentive for individual 

physicians to try to hold down costs, and those who do are, 
in effect, penalized. It is the Tragedy of the Commons.

Rather than tinkering with the SGR, the Commission 
recommends abolishing it and replacing it with a 
physician payment system that strengthens the doctor-
patient relationship and emphasizes appropriate, 
cost-effective care. This recommendation is consistent 
with the recommendations of other bodies (for example 
MedPAC and the AMA) that have looked at physician-
payment reform for the Medicare program and proposals 
by Representatives Allyson Schwartz (D-Pennsylvania) 
and Joe Heck (R-Nevada), that directly address the SGR.
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11 Recovering the revenues that 
would have been in the sGR 
should come not just from 
reduced physician payment but 
from the Medicare program as 

a whole. Medicare should not cut just physician 
payments, but should also look for savings 
from reductions in inappropriate utilization of 
Medicare services. 

The question of where to find the $138 billion over ten 
years that the Congressional Budget Office estimates it 
will take to eliminate the SGR is a thorny one that has 
generated a wide variety of responses.  

The commission believes that the $138 billion needed 
to eliminate the SGR can be found entirely by reducing 
overutilization of medical services within Medicare. In 
a 2011 report, the Institute of Medicine found more than 
three-quarters of a trillion dollars in excess medical costs 
annually, as follows:

Unnecessary services $210 billion

Inefficiently delivered services $130 billion

Excess administrative costs $190 billion

Prices that are too high $105 billion

Missed prevention opportunities  $55 billion

Fraud $75 billion 46

12 The Relative value scale 
Update Committee (RUC) 
should continue to make 
changes to become more 
representative of the medical 

profession as a whole and to make its decision 
making more transparent. CMs has a statutory 
responsibility to ensure that the relative values 
it adopts are accurate and therefore it should 
develop additional open, evidence-based, and 
expert processes beyond the recommendations 
of the RUC to validate the data and methods it 
uses to establish and update relative values.

The RUC, which is managed by the American Medical 
Association (AMA) and composed of members named 
by national medical specialty societies, makes 
recommendations to CMS regarding updates to the relative 
value scale on which physician payment is based. Both its 
composition and its operations are seriously flawed.

The composition of the RUC, which is skewed toward 
the procedural and highly technological specialties, 
has led to concern that it overvalues those specialties 
and undervalues the cognitive specialties. Currently, 
six seats on the 31-member RUC are reserved for the 
chairman and representatives of the AMA, the American 
Osteopathic Association, the CPT Editorial Panel 
representative, the Health Care Professionals Advisory 
Committee representative, and the Practice Expense 
Review Committee representative. The remaining 25 seats 
are held by representatives of the various specialties. 
Of these, 16 are currently held by specialties whose 
physicians do procedures or highly technical work—such 
as cardiology, dermatology, plastic surgery, radiology, 
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and vascular surgery. Nine are held by specialties whose 
physicians’ practices consist largely of examination and 
management of patients: emergency medicine, family 
medicine, geriatrics, internal medicine, neurology, 
pediatrics, primary care, psychiatry, and rheumatology.47 
Earlier versions of the RUC were even more heavily 
dominated by procedural-oriented specialties.

While the composition of the RUC has come under 
scrutiny, so too have its operating procedures. Critics 
observe that meetings are largely closed to the public; 
RUC members sign confidentiality agreements; individual 
voting records are not made public; and transcripts of 
meetings are not published. Moreover, critics contend that 
since nearly 90 percent of the RUC’s recommendations 
have historically been adopted by CMS,48 it should be 
considered a Federal Advisory Committee and subject to 
the sunshine requirements and the oversight mandated by 
the Federal Advisory Committee Act. 

Others, while strongly agreeing that the RUC needs 
to be improved, note recent positive changes in both 
the composition and the operations of the RUC and 
suggest that an additional problem lies with CMS. 
Recent improvements in the RUC include the addition 
of new primary care and geriatrics seats as of 2012 and 
the requirement that vote totals for all recommendations 
be published. Moreover, supporters of improving rather 
than abolishing the RUC state that individuals who 
ask can be invited to attend RUC meetings if the RUC 
chair approves their request. They further note that 
the RUC is constituted as a private organization and 
therefore should not be considered a federal advisory 
committee, and that CMS should look more widely for 
alternate sources of relative value and other payment 
recommendations. 
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Thanks to explosive growth in the popularity of social media, millions of consumers
routinely use sites like Yelp.com and Facebook.com to research restaurants, retail stores,
and even physicians and hospitals.

Researchers from the University of California, San Francisco, were curious whether there
was a correlation between these consumer reviews and more traditional measures of
hospital quality, such as patient satisfaction surveys, mortality rates, and readmissions.

With support from CHCF, the authors focused on 270 hospitals across the United States
with at least five reviews on Yelp.com. The authors compared the hospitals' scores on Yelp
with those from the Hospital Consumer Assessment of Healthcare Providers and Systems
(HCAHPS) survey, a more familiar industry benchmark, available on the federal
government site, HospitalCompare.hhs.gov.

Their research, published in the November 2012 issue of British Medical Journal Quality and
Safety, found that hospitals which did the best on Yelp — garnering four or five stars —
also tended to have high HCAHPS scores, and better mortality rates and readmission
outcomes. This suggests that the crowd-sourced reviews may tell stories that relate both
to the experience of being a patient at the hospital and how well patients do during the
hospitalization and after discharge.

See the complete article in British Medical Journal Quality and Safety.
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EDITORIAL 

Inadequate Treatment of Ovarian Cancer 
By THE EDITORIAL BOARD 

Published: March 13, 2013          89 Comments 

 

A new study has found widespread failure among doctors to follow clinical guidelines for treating ovarian 
cancer, which kills 15,000 women a year in this country. This disturbing news shows the kind of challenge that 
health care reformers are up against in improving medical care — even when cost is not the issue. 

The study, presented at a conference on gynecologic cancers on Monday, analyzed the treatment of more than 
13,000 women with ovarian cancer who received their diagnoses between 1999 and 2006. Only 37 percent 
received the care recommended in guidelines set by the National Comprehensive Cancer Network, an alliance 
of 21 major cancer centers. 

This kind of failure is not uncommon in American medicine. A decade ago, RAND Corporation researchers 
reported that just 55 percent of a large sample of patients suffering from a broad range of diseases received 
care that met quality guidelines. Numerous studies since then focusing on specific diseases have found similar 
problems. 

In the case of ovarian cancer, the consequences of inadequate care are tragic. The recommended guidelines 
specify combinations  of surgery and chemotherapy, depending on the stage of the disease including  debulking 
surgery to remove all visible traces of the tumor and aggressive chemotherapy that can prolong life. Women 
who received the recommended treatment were 30 percent less likely to die than those who did not. Among 
those with advanced cancer, the stage at which ovarian cancer is usually first found, 35 percent of the women 
treated in accordance with the guidelines survived at least five years compared with 25 percent for those 
whose care fell short. 

Lack of experience with ovarian cancer among many doctors may be a factor in poor treatment. But even 
patients treated by surgeons with 10 or more ovarian-cancer patients a year, or in hospitals with 20 or more 
such patients a year, received the recommended therapy only about half the time. 

The poor showing raises perplexing issues for health care reform. The Affordable Care Act has many provisions 
intended to improve the quality of care. They include new research organizations to help doctors and patients 
understand which treatments work best as well as pilot projects to test new ways of paying for and organizing 
health care delivery to reduce costs and improve quality. 

However, such measures won’t accomplish much if doctors continue to ignore the recommendations made 
by experts from their own professional societies. One of the surest ways to improve performance would be to 
analyze and make public how well individual doctors and hospitals do in treating various diseases.  This is 
controversial among many doctors, who question the accuracy of measures used or fear their records will 
look bad. While some data are kept on a fragmented basis around the country, the reform law gives doctors 
incentives to report various quality measures to the federal government 

The law promotes treatment based on sound evidence and electronic health records (which allow for data 
collection), two advances that could make it easier for pat ients and their primary-care doctors to find 
specialists who have had superior results. 

A version of this editorial appeared in print on March 14, 2013, on page A34 of the New York edition with the headline: 
Inadequate Treatment of Ovarian Cancer. 



 

 

 

 

The Affordable Care Act (ACA) commits to giving consumers applying for affordable health coverage a 
seamless, top-flight experience.  Turning that lofty goal into reality will require performance standards to 
assure the expectation is met.  In some instances, for example, consumers calling an Exchange 
(Federally Facilitated Exchange also known as an “FFE”, or a state Exchange) may be transferred to 
another entity such as a state or county agency to make a full Medicaid eligibility determination.  Hand-
offs between agencies can result in a frustrating consumer experience.  Clear performance guidelines are 
essential to optimize the possibility of a smooth, satisfactory experience. 

In California, policymakers and advocates are immersed in developing the transition to a new unified 
application structure coordinated between the state’s Exchange, Covered California, and the “single state 
agency” for Medicaid, the Department of Health Care Services.  Further complexity exists in California, as 
in many states, because counties also play an important role as agents of the state responsible for 
making final Medicaid eligibility determinations.  Consumers calling to apply for affordability program 
coverage may thus find themselves interacting with more than one agency, with potential transfers of 
callers between federal and state, or between state and county, agencies. 

The principles and performance standards below by advocacy organizations in California were developed 
to ensure those who telephone Exchange Call Centers, whether at the FFE or state Exchanges, have a 
consumer-friendly, successful experience applying for coverage over the telephone.  These suggested 
principles and standards are not intended to be all-inclusive, and do not cover web-based or walk-in 
applications.  Note that Covered California’s “Service Center” is a centralized, multi-site hub that will 
receive applicants’ phone calls, as well as perform other service functions.  In this memo we use the term 
“Service Center” to indicate any Exchange entity that receives telephone applications. 

 

For further information contact Betsy Imholz, Special Projects Director at Consumers Union’s West Coast 
Office, 415-431-6747, bimholz@consumer.org.  Thanks to Maureen Mahoney, Public Policy Fellow 
at Consumers Union, for her helpful research on customer service standards.

  

  

  

Customer Service Principles and Performance 
Standards for Exchange Call Centers 

March 11, 2013 
  



 

 

 

I. General Principles: 

1. Seamless intake -- Screening calls to the Service Center for possible Medicaid eligibility adds a 
potential additional step for callers to be transferred during phone-in applications. This complicates 
and lengthens the eligibility determination process.  Safeguards, including clear performance 
standards, are critically important to ensure the overall experience is seamless to the caller and does 
not result in delays in enrollments. 

2. Parity for all consumer experiences -- Policies and performance standards should be the same 
whether application processing is done by a Service Center, state Medicaid agency, a county, or any 
other entity.  In order to ensure a uniform consumer experience, the standards for how applications 
are processed should be the same whether calls are handled by the original Service Center 
representative or by an entity that receives a transferred call. 

3. Consumer’s first call allows for a completed application and final determination -- The first 
call should result in an open application and a final determination made in “real-time,” whenever 
possible (“real-time determinations” should occur in cases where the person can provide, or the data 
system obtain, all necessary information by telephone or electronic means during the first call). 

4. Consumers required to make only one call -- If transfers of callers are made, the transferred 
consumer should not then be required to call back or call another number (unless the consumer 
requests a call back due to lack of application information, e.g. information not electronically 
available).  Rather, the agency to which the consumer has been transferred must have the capacity to 
follow through with the application on that same call.  

5. Consumer information provided one time only -- Consumers should not have to provide their 
information more than once (even if transferred); all data given by the consumer during the initial call 
should be entered into the computer system, then transferred or made visible in real time to the 
transferee agency. 

6. Performance standards measured on an individual consumer basis, broken out by 
language spoken -- Performance standards, e.g. required phone pick-up times, need to apply to 
each caller to ensure a uniform customer experience across multiple languages.  Aggregate, periodic 
(e.g. weekly) reports are useful for monitoring and determining whether structural adjustments are 
necessary, but do not ensure a real-time, satisfactory consumer experience. 

7. Accountability standards and enforcement mechanisms required -- There must be adequate 
accountability standards and enforcement mechanisms in place for all calls routed to non-Exchange 
entities, including state and county agencies, so that Exchanges remain responsible for the handling 
of all callers to their Service Centers. 



 

 

II. Performance Standards for Starting an Application for “Affordability 
Programs” 

All the recommended standards below should apply equally to Exchanges and any agencies to which 
their callers are transferred.  And these standards should apply equally to English-speaking, Limited 
English Proficient (LEP), and hearing impaired callers. 

1. Calls need to be answered quickly -- A predominant industry standard requires that 
incoming calls be answered within 20-30 seconds.  North American Quitline Consortium 
(NAQC) notes that this “is a common goal for centers in the health care field”1; Covered California 
proposed 30 seconds as the standard for call handling at its “Service Center,” as well as for 
counties and health plans.2 There may be additional state law requirements to consider for state 
agencies answering telephones.   

2. Hold times must be minimized -- The answer rate is less significant if an automated voice 
system picks up a call; the more important indicator is how long it takes to get a live agent on the 
phone, i.e. hold time.  Hold times should be limited to less than 2 minutes for all callers, including 
LEP and hearing impaired consumers.  If hold time will be greater than 2 minutes, the consumer 
should be able to choose to be called back by an agent when their call is next in the queue from 
when they called.  The NAQC encourages call centers to keep these times as short as possible.3 

3. No one should experience a busy signal -- The standard of “no busy signals” should apply 
to calls to the Exchanges and to transferee agencies.  NAQC states that the general benchmark 
is 2% (at most) of calls unable to get through, noting that this would be unacceptable for 911 or a 
similar service.4  The Exchanges must have a process in place to retain and fully process calls if 
the Service Center staff gets a busy signal when attempting to transfer a call.  Covered California 
has proposed a “no busy signals” goal for calls to its Service Center requiring transfers.5 

4. Use of voice mail should be avoided -- Voice mail is never consumer-friendly and cannot 
by its nature accomplish immediate “real time” coverage.  But if customers must leave a voice 
mail at the Service Center, 90% of the callers should hear back from an agent within one 
business day.6 

                                                
1 NAQC, “Call Center Metrics: Best Practices in Performance Measurement and Management to Maximize Quitline 

Efficiency and Quality,” 2010, p. 10, calls for 80% of incoming calls to be answered in 20-30 seconds. 
2 Covered California “Customer Service Center Updates,” pp. 15 and 16, accessed Jan. 30, 2013, 

http://www.healthexchange.ca.gov/StakeHolders/Documents/CA%20Service%20Center%20
Protocols%20Presentation.pdf ; Covered California, Qualified Health Plan Contract (“QHPC”), Attachment 3: 
“Performance Guarantees,” p. 90. 

3 NAQC, p. 15. 
4 NAQC, pp. 8-9. 
5 Covered California “Customer Service Center Updates,” p. 15, accessed Jan. 30, 2013, 

http://www.healthexchange.ca.gov/StakeHolders/Documents/CA%20Service%20Center%20Protocols%20Pres
entation.pdf; see also QHPC, p. 91. 

6 Covered California has suggested two business days for QHPs. QHPC, p. 91. 



 

 

5. Call “abandonment rates” must be minimal and are a key measure -- The “abandonment 
rate,” or rate at which frustrated callers hang up because they can’t get through to an agent or 
because an interactive voice response (IVR) system does not provide the needed connection, 
should be lower than 3%.7  The NAQC recommends that call centers strive to achieve a 0% 
abandonment rate, but notes that 10-20% is common.8 

6. Automated systems should be limited -- No more than two automated questions should 
be asked before customers are guided to the most knowledgeable, available agent.9  The 
customer also should be able to opt out of the automated system and be routed to an agent.  

 

III. Additional Standards for Ongoing Performance Assessment 

1. Aim for a zero error rate on eligibility determinations for affordability programs -- Callers to 
Exchanges will be unlikely to know which, if any, of the affordability programs they qualify for.  
The Exchange will be responsible for assuring the proper eligibility assignment to Medicaid, 
subsidized Exchange products, and unsubsidized Exchange products, regardless of whether the 
Exchange or a delegated agency does the final determination, and the goal should be for a 
correct determination, most favorable to each consumer each time.  

2. Aim high on customer satisfaction -- Approval rates for the application experience through 
Exchanges should be 95% or above.10 

3. Have 24/7 phone access to apply, at least during the first open enrollment period -- As 
Turbo Tax provides during tax filing season, 24/7 enrollment assistance should be available when 
enrollment first begins.11  After hours calls (e.g. voicemail messages) should be monitored to 
determine if hours need to be extended during any period without 24/7 access.12  

4. Respond to consumer inquiries quickly -- Standards for telephone application responses are 
described in detail above.  Emails and letters should receive a 90% response rate within two 
business days.13 

                                                
7 NAQC, p. 9; QHPC, p. 91. 
8 NAQC, p. 9. 
9 See Genesys, “Customer Service Strategies for the Healthcare Industry,” 2008,  p. 12, advocating for skills-based 

routing and encouraging use of automation.  We believe, however, that for the population applying for Affordability 
Programs access to a live agent will be especially important. 

10 Covered California has proposed customer satisfaction standards for Qualified Health Plans, as determined through 
customer surveys, of  92%.  QHPC, p. 91.  

11 The Kaiser Commission on Medicaid and the Uninsured suggests as a performance measure whether 24/7 customer 
assistance is available at call centers.  “Performance Measurement Under Health Reform: Proposed Measures for 
Eligibility and Enrollment Systems and Key Issues and Trade-offs to Consider,” December 2011, p. 8. 

12 NAQC, p. 11. 
13 Covered California has suggested this timeframe for QHPs. QHPC, p. 91. 



 

 

5. Monitor social media (e.g. Yelp) for uncensored feedback -- In order for Service Center 
managers to continuously identify problems in service and address them in the system, user 
experience should be reviewed periodically through social media.14 

6. Seek multi-lingual customer feedback -- To ascertain the consumer experience, as well as 
which standards customers value, feedback should be regularly sought from all consumers, 
including non-English speakers.  After evaluating the feedback, performance standards should be 
adjusted accordingly.15  Surveys should measure not only speed, but also quality and accuracy of 
service provided. 

7. Regularly compare all performance standards -- Review performance standards, including 
customer satisfaction, among the various Exchange Service Center components and delegated 
entities (e.g. counties), to raise the bar for all. 

8. Require random monitoring by Exchange staff -- Have staff listen in on calls in progress (both 
calls to the Service Center and transferred calls, if technologically possible) to hear how calls are 
handled and the information is given.  This is a fairly common tracking process in the commercial 
world. 

9. Require each Exchange to have an ombudsman -- Having a party to whom people can go if 
they have had a problem with customer service, e.g. their call got dropped or they were on hold 
for excessive time, is an important check and balance.  Ombudsman programs in public agencies 
and private endeavors are quite common and successful, allowing for resolution of individual 
complaints as well as tracking recurring problems that warrant systemic change.  For example, 
seeking to improve its customer service the California State Controller’s Office established an 
ombudsman office for its Unclaimed Property Division and has found it helpful in reducing errors 
and improving quality of service. 

10. Ensure employees (at Exchange Service Centers and other agencies handling phone 
applications) all have the continuous training and tools needed to provide quality service for 
applicants -- Having ongoing training and a communication feedback loop for telephone agents to 
note problems and successes will allow Exchanges to troubleshoot and provide a more uniform, 
high quality consumer experience. Also, providing Service Center employees incentives based on 
accurate work and satisfied customers will promote a positive consumer experience, as well as 
create job growth opportunities for employees that will, in turn, improve the consumer 
experience.16 

11. If performance standards are not met, institute a corrective action plan -- Any sub-contractor 
or agent agreements should ensure there are effective corrective actions plans, including 
termination and penalty clauses for breach of performance standards. 

                                                
14 Tim Montgomery, “Five Attributes of the Best ‘Real Time Customer’ Call Centers,” Contact Center Pipeline, April 

2009,  pp. 1- 2. 
15 NAQC, p. 7. 
16 See generally, Montgomery, p. 2, and NAQC, pp. 6-7. 
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eligibility and enrollment systems: whether they are available at all times (24/7), the number of “completed 
contacts,” “average wait time,” “number of complaints,” the “percentage of enrollees highly satisfied with 
application/renewal process,” and “number of appeals submitted related to program eligibility”), Table 2,  
p.8, December 2011. 
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SHORT TAKES ON NEWS & EVENTS

Expert: Hospitals’ ‘Humongous Monopoly’
Drives Prices High
By Jay Hancock
MARCH 4TH, 2013, 5:54 AM

The American Enterprise Institute didn’t plan its panel last week on hospital consolidation

to coincide with Steve Brill’s much-talked-about Time magazine article on hospital prices. But

the Friday session could have taken the piece, Bitter Pill: Why Medical Bills Are Killing Us, as

its text. Participants mentioned it several times.

The basic message, delivered at the pro-markets AEI by

prominent economic and legal scholars, is that the

hospital market is broken and may not be fixable by the

health law or other attempts at reform. They blamed much

of the high price of health care on mergers over the past

30 years that have given hospitals “oligopoly” power to

charge prices far higher than what would exist with

more competition.

“Finally the evidence is catching up with the reality that we

have a humongous monopoly problem in health care,”

said Robert Murray, a consultant and former director of

Maryland’s unique hospital rate-setting commission.

Quoting former Medicare administrator Bruce Vladeck, he

described the current system as “a massive environment

for the reallocation of income” from households and

employers to health care providers.

Barak Richman, law professor at Duke University, was even harsher: “We are in a real

disaster,” he told the audience. “The house indeed is on fire. It’s been on fire for a long time.”

Judges got much of the blame. Thinking that monopolistic mergers of nonprofit hospitals would

prove less harmful than combinations of for-profit companies in other industries, the courts

approved deals that never would have been allowed in, say, the supermarket business. The

judges were wrong, evidence shows. Health care’s unique financing system — in which

employers pay most expenses and demand rarely slackens no matter how high prices go —

gives consolidated hospitals even more power than conventional oligopolists, said Richman.

What to do? The Federal Trade Commission, the antitrust watchdog, has been winning cases

opposing hospital mergers. A big victory came last month when the Supreme Court upheld the

FTC’s power to challenge a Georgia hospital deal that the agency argued would create a

monopoly. But the FTC’s hot streak may have come too late.

“Once there’s been a lot of consolidation it’s very hard to undo,” said Carnegie Mellon

economist Martin Gaynor. “Unfortunately a lot of that has already occurred in the hospital

sector.”

Many hold hope for accountable care organizations, alliances of doctors and hospitals working

together under incentives to deliver better care more efficiently. The AEI panel was skeptical.

ACOs have the potential to be “an anti-competitive sham” dominated by hospitals, Gaynor said.

The use of high-quality, out-of-town hospitals by large employers, exemplified by Walmart’s
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recent agreement with Mayo Clinic and other providers, might help, said Gaynor.

“That opens up local markets to competition from distant providers,” he said.

But Murray was skeptical of distant competition as well as ACOs and hopes of getting

consumers to compare prices and be better health-care shoppers.

“Do we really think we can be good consumers when we are in the back of an ambulance going

to the emergency room?” he asked. “All of these things are peanuts. They won’t make a

difference overall.”

He even questioned whether Maryland’s system of hospital rate-setting, which he ran for years,

could work elsewhere. His ideas: rationalize the system by giving primary care doctors more

power and increasing their pay, and limit all  payments to some multiple — “call it 150 percent,

125 percent” — of Medicare reimbursement. Princeton economist Uwe Reinhardt made a

similar suggestion Friday on the New York Times’ Economix blog.

Regulators aren’t out of ammo, Richman argued. They can challenge contractual terms

between hospitals and insurers that limit competition, for example. He took comfort in the FTC’s

ability to oversee ACOs, which, after all, he said, involve more provider combinations. But he

suggested they’ll need to pay attention.

“ACOs do involve consolidation, and with consolidation we might see the exacerbation of all the

problems we’ve seen,” Richman said. “What we have in the industry, in the provider market, is

a hard-wired market strategy to seek and exploit market power.”

Related KHN Stories:

California Hospitals: Prices Rising Rapidly, But Quality Varies

As They Consolidate, Hospitals Get Pricier

THIS ENTRY WAS POSTED ON MONDAY, MARCH 4TH, 2013 AT 5:54 AM.

KELLY SAYS:
MARCH 4, 2013 AT 7:09 AM

This article is the best evidence yet to promote more reasons that support single-payer

universal healthcare.

“Do we really think we can be good consumers when we are in the back of an ambulance going

to the emergency room?”

The above statement alone says it all.

It’s time to crack down on these outrageous monopolies and put control of our corrupt

healthcare market back into the hands on consumers. Only government can do that. Big

government!

EDMUND L. VALENTINE SAYS:
MARCH 4, 2013 AT 9:47 AM

Marketplace change takes time. When a monopoly is formed in a market, it can maintain its

monopolistic position as long as it continues to drive prices down. Competitors are always

willing to jump into a market where a price umbrella is formed and where they see an

opportunity to make money while being able to capture share, generally by offering better

service/products at a lower price. Hospitals are a big business….and markets are local. It takes

time to create the price umbrella and yet more time for others to position themselves to move

into the market. The free marketplace system made this country great. The profit potential has

driven innovation and marketplace competition. Marketplace forces are efficient over time. Let’s

stop having knee jerk reactions drive policy…instead, let’ trust in what made this country great,

free market competition.

PAMELA SAYS:
MARCH 4, 2013 AT 10:34 AM

These are not marketplace forces at work and there is no good end result that can be achieved

from our current status. The bogus fees and outrageous profits commandered by a US

Healthcare system run amok are so out of control that the only way to bend the cost curve in

the future is via government intervention. Medicare, a government program, is the best example
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of successful health care cost control in this country. Not perfect, but it works. Systemwide

health reform can happen but the money hungry hospital CEOs, Pharma execs, etc need to

start things off by giving up their million dollar-plus salaries since it’s clear that nothing they’ve

been doing has come close to being worth that level of compensation.
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The Connors Center for Women’s Health and Gender Biology at Brigham’s and Women’s Hospital was established in 2002 
to improve the health of women and transform their care through the discovery, dissemination and integration of knowledge 
of women’s health and sex and gender-based differences and the application of this knowledge to the delivery of care.  
Our goals are to:

• Conduct research on sex- and gender-based biology, and the impact of sex and gender on disease, health outcomes 
and the delivery of care;

• Integrate emerging knowledge of sex differences into models of comprehensive, gender-specific care for women;

• Build awareness of issues related to women’s health and gender biology among clinicians, patients and the general 
public, and advocate for changes in public policy to improve the health of women;

• Develop leaders with the experience and skills to have a major impact on improving the health of women.

The Jacobs Institute of Women’s Health (JIWH) is a nonprofit academic organization working to improve health care for 
women through research, dialogue, and information dissemination. Our mission is to:

• Identify and study women’s health care issues involving the interaction of medical and social systems

• Facilitate informed dialogue and foster awareness among consumers and providers alike

• Promote problem resolution, interdisciplinary coordination and information dissemination at the regional, national 
and international levels

The Kaiser Family Foundation, a leader in health policy analysis, health journalism and communication, is dedicated to filling 
the need for trusted, independent information on the major health issues facing our nation and its people. The Foundation is 
a non-profit private operating foundation, based in Menlo Park, California.
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Ensuring the Health Care Needs of Women: 
A Checklist for Health Exchanges

Introduction: 

Women’s health is a major determinant of our nation’s health and the health of future generations and should be a key 
consideration in the planning and design of new systems of coverage under national health care reform. As consumers, 
providers and coordinators of health care, women are disproportionately affected by changes in health care coverage 
and delivery of care.  Women utilize more medical services than men due in part to longer life expectancies, the need for 
reproductive care, and a greater likelihood of chronic disease and disability.  Furthermore, women take major responsibility 
for coordinating care for family members, shoulder higher annual health care expenses, face more affordability challenges, 
and are more likely to experience inconsistent insurance coverage compared to men. 

A major feature of the Patient Protection and Affordable Care Act of 2010 (ACA), is the establishment of health insurance 
exchanges (“Exchanges”) in every state, operated in whole by the state, as a partnership between the state and federal 
government, or as a fully federally-facilitated exchange (FFE) effective 2014. As Exchanges are established, attention to the 
major issues that affect women’s coverage, affordability and access to quality health care, as well as the distinct challenges 
facing women from different racial/ethnic and socioeconomic backgrounds are key. In all aspects of planning, it is important 
for states to consider these differential impacts and make sure their strategies will meet the needs of women.

The following checklist presents crucial questions to consider as states work to design, establish, and implement 
Exchanges, drawing from national policy research and lessons learned from Massachusetts. Some states will work in 
partnership with the federal government to operate their Exchanges and some will choose a fully federally facilitated 
exchange, but they will not have the flexibility or autonomy that states operating their own exchanges will experience. In all 
cases, it will be important for policymakers at all levels to understand the issues impacting women’s health to best meet the 
needs of women and their families.

Despite the large body of evidence that demonstrates women’s different utilization of services and experiences with the 
health care system, relatively few analyses and reports on ACA implementation have focused on the broad range of services 
that are important to women throughout their lives. To fill this gap, this checklist also includes resources that address the 
impact of policy issues on women’s health and access, as well as more general resources on areas of importance to women. 
Major issues for states to consider include:

• Essential Health Benefits:  Designing benefits packages offered by Exchange plans that include the range and scope 
of health services needed by women;

• Preventive Services:  With structure and guidance provided by federal regulations, monitoring the implementation 
of the new benefits for no-cost preventive services for women; 

• Network Adequacy Requirements:  Defining the range of provider and facility types, including Essential Community 
Providers (ECP), that will be included in plan networks so that they are appropriate to meet women’s health needs;

• Outreach and Enrollment:  Educating women about enrollment, scope of benefits, out-of-pocket charges, and 
exemptions;

• Affordability and Transparency:  Ensuring continuous, affordable coverage, particularly through transparency of out-
of-pocket costs, and allowing women to assess plan choices and;

• Data Collection and Reporting Standards:  Measuring and reporting the impact and outcomes of health reform on 
women’s health and access, including disproportionate impact on subgroups of racial/ethnic minority women and 
enforcing the nondiscrimination provisions of the ACA.
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Essential Health Benefits

Women rely on a broad range of services over the course of a 
lifetime, including chronic illness management, mental health, 
preventive care, reproductive care, and long-term care. Under 
the ACA, insurance plans offered through the Exchange (as 
well as non-grandfathered plans in the individual and small 
group markets) must cover “essential health benefits” (EHB) 
that broadly include: ambulatory patient services; emergency 
services; hospitalizations; maternity care and newborn care; 
mental health and substance abuse disorder services, including 
behavioral health treatments; prescription drugs; rehabilitative 
and habilitative services and devices; lab services; preventive 
and wellness services; chronic disease management; and 
pediatric services. Within those categories, the details regarding 
the type and level of coverage that insurance policies provide are 
of great importance. States will choose a benchmark plan that 
will guide the minimum level of benefits provided by Qualified 
Health Plans sold in the Exchange.

	How is your state implementing the Essential Health Benefit 
(EHB) provisions? Will your exchange work with the state’s 
insurance department to monitor and enforce this provision?

	Will the benefits be broader than the categories of federal 
requirements? For example, will it include mandatory state 
benefits? 

	Does your state Exchange offer insurance products that cover 
the comprehensive range of health services important to 
women across the lifespan (e.g., prevention, reproductive 
care, mental health, chronic illnesses, and other care)? 

	How is your state evaluating the adequacy of EHB benchmark 
plan in meeting the needs of women?

	Will there be a process for assessing whether the benefits 
offered by QHPs meet the EHB standards?

Lessons Learned:
> Blue Cross Blue Shield of Massachusetts 

Foundation, Massachusetts Connector and Robert 
Wood Johnson Foundation, Determining Health 
Benefit Designs. 

> National Association for State Health Policy and 
Robert Wood Johnson Foundation, State Refor(u)m, 
State Progress on Essential Health Benefits. 

Further Reading:
> Centers for Medicare and Medicaid Services, 

Frequently Asked Questions on Essential Health 
Benefits Bulletin.

> Families USA, Designing the Essential Health 
Benefits for Your State: An Advocates Guide. 

> Health Affairs and Robert Wood Johnson Foundation, 
Essential Health Benefits. States Will Determine the 
Minimum Set of Benefits to be Included in individual 
and Small Group Insurance Plans. What Lies Ahead?

> Institute of Medicine, Essential Health Benefits:  
Balancing Coverage and Cost.

> kaiser Family Foundation, Essential Health Benefit 
(EHB) Benchmark Plans.

> kaiser Family Foundation, Impact of Health Reform 
on Women’s Access to Coverage and Care.

Maternity Care

Maternity care is one of the EHB categories and encompasses a 
wide range of services that span the pre-conception, pregnancy, 
labor and delivery, postpartum, and inter-conception periods. 
In addition, a wide range of maternity-related services such 
as prenatal care, several screening tests, alcohol and tobacco 
counseling, and breast feeding supports are covered in Exchange 
plans without cost-sharing as preventive services. Experience 
from the individual market, where coverage for maternity care 
has been limited, has shown that women and their families 
have shouldered significant out-of-pocket expenses to pay for 
maternity care.1  Due to the importance of maternity care for

Lessons Learned:
> Childbirth Connection, Blueprint for Action:  Steps 

Toward A High Quality , High Value Maternity Care 
System.

> National Partnership for Women and Families, 
Guidelines for States on Maternity Care In the 
Essential Health Benefits Package.  

Further Reading:
> Guttmacher Institute, The Potential of Health Care 

Reform to Improve Pregnancy-Related Services and 
Outcomes. 

http://bluecrossmafoundation.org/publication/determining-health-benefit-designs-be-offered-state-health-insurance-exchange
http://bluecrossmafoundation.org/publication/determining-health-benefit-designs-be-offered-state-health-insurance-exchange
http://www.statereforum.org/node/10537
http://cciio.cms.gov/resources/files/Files2/02172012/ehb-faq-508.pdf
http://cciio.cms.gov/resources/files/Files2/02172012/ehb-faq-508.pdf
http://familiesusa2.org/assets/pdfs/Designing-Essential-Health-Benefits.pdf
http://familiesusa2.org/assets/pdfs/Designing-Essential-Health-Benefits.pdf
http://healthaffairs.org/healthpolicybriefs/brief_pdfs/healthpolicybrief_68.pdf
http://healthaffairs.org/healthpolicybriefs/brief_pdfs/healthpolicybrief_68.pdf
http://healthaffairs.org/healthpolicybriefs/brief_pdfs/healthpolicybrief_68.pdf
http://books.nap.edu/openbook.php?record_id=13234
http://books.nap.edu/openbook.php?record_id=13234
http://www.statehealthfacts.org/comparereport.jsp?rep=156&cat=17
http://www.statehealthfacts.org/comparereport.jsp?rep=156&cat=17
http://www.kff.org/womenshealth/7987.cfm
http://www.kff.org/womenshealth/7987.cfm
http://transform.childbirthconnection.org/blueprint/
http://transform.childbirthconnection.org/blueprint/
http://transform.childbirthconnection.org/blueprint/
http://transform.childbirthconnection.org/2012/08/ehb-maternity-guidelines/
http://transform.childbirthconnection.org/2012/08/ehb-maternity-guidelines/
http://www.guttmacher.org/pubs/gpr/13/3/gpr130313.html
http://www.guttmacher.org/pubs/gpr/13/3/gpr130313.html
http://www.guttmacher.org/pubs/gpr/13/3/gpr130313.html


ENSURING THE HEALTH CARE NEEDS OF WOMEN: A CHECkLIST FOR HEALTH ExCHANGES	 3

Maternity Care (continued)

maternal and infant health outcomes, the range of services and 
provider types that are covered in the maternity care benefit are 
of considerable importance. Stakeholder groups, clinicians and 
other experts in the field can work with plan officials to develop a 
comprehensive set of maternity benefits and to assess the scope 
and quality of services provided to women. 

	Will maternity care be defined to include services ranging from 
pre-and interconception to prenatal, delivery, and postpartum 
care? 

	Will there be limits on the types of services and providers that 
can be covered under the plans?  For example, will provider 
networks include free standing birth centers, birth attendants 
and nurse midwives?

Preventive Services

The ACA authorizes coverage without cost-sharing for preventive 
services recommended by the U.S. Preventive Services Task 
Force, such as Pap Smears and mammograms, vaccines 
recommended by the Advisory Committee on Immunization 
Practices, such as the HPV vaccine, and a new set of evidence- 
based services for women that were identified by a panel 
of experts of the Institute of Medicine (IOM), including 
contraceptives, intimate partner screening and counseling, 
and well women visits. These services will be available to 
women in new private plans as well as those in plans available 
in Exchanges. In order to receive these services without cost-
sharing, women must use providers who are within their health 
plan’s network. In addition, reasonable medical management 
rules and formularies will apply, so some, but not all, of the 
specific types of services and brands of contraceptives may be 
available. 

	How will women be informed about preventive services 
benefits and how they work?

	How will the implementation of the new coverage benefit 
of preventive services for women without cost-sharing be 
enforced? Will your exchange work with the state’s insurance 
department to monitor and enforce this provision? Which 
state entities will monitor enforcement of this benefit in 
private plans? 

	How will the state monitor the impact of reasonable medical 
management limits on women’s access to preventive services, 
including contraception?

Lessons Learned:
> Centers for Medicare and Medicaid Services, 

Affordable Care Act  Implementation FAQs – Set 12. 

> Congressional Research Service, Enforcement of the 
Preventive Health Care Services Requirements of the 
Patient Protection and Affordable Care Act. 

> Health Reform GPS, Contraception Coverage within 
Required Preventive Services.

> Institute of Medicine, Clinical Preventive Services for 
Women: Closing the Gaps.

> National Business Group on Health and the Centers 
for Disease Control and Prevention, A Purchaser’s 
Guide to Clinical Preventive Services:  Moving 
Science into Coverage.

> National Health Law Program, NHeLP Breaks 
Down Preventive Health Services Standards & 
Contraceptive Coverage under the ACA.

Further Reading:
> Center for American Progress, Young Women and 

Reproductive Health Care.

> Guttmacher Institute, Family Planning and Health 
Care Reform: The Benefits and Challenges of 
Prioritizing Prevention. 

> National Women’s Law Center, Women’s Preventive 
Services in the Affordable Care Act: What’s New as of 
August 1, 2012? 

> Raising Women’s Voices, Affordable Preventive 
Health Care for Women: Improving Women’s Health 
and Families’ Economic Well-Being.

http://cciio.cms.gov/resources/factsheets/aca_implementation_faqs12.html
http://www.scribd.com/doc/83822546/CRS-Enforcement-of-Preventive-Requirements
http://www.scribd.com/doc/83822546/CRS-Enforcement-of-Preventive-Requirements
http://www.scribd.com/doc/83822546/CRS-Enforcement-of-Preventive-Requirements
http://www.healthreformgps.org/wp-content/uploads/lara-contraception-pdf.pdf
http://www.healthreformgps.org/wp-content/uploads/lara-contraception-pdf.pdf
http://books.nap.edu/openbook.php?record_id=13181
http://books.nap.edu/openbook.php?record_id=13181
http://www.businessgrouphealth.org/benefitstopics/topics/purchasers/fullguide.pdf
http://www.businessgrouphealth.org/benefitstopics/topics/purchasers/fullguide.pdf
http://www.businessgrouphealth.org/benefitstopics/topics/purchasers/fullguide.pdf
http://healthlaw.org/images/stories/EHB-2713_Paper_05-2012.pdf
http://healthlaw.org/images/stories/EHB-2713_Paper_05-2012.pdf
http://healthlaw.org/images/stories/EHB-2713_Paper_05-2012.pdf
http://www.americanprogress.org/wp-content/uploads/issues/2012/07/pdf/youngwomen_contraceptive.pdf
http://www.americanprogress.org/wp-content/uploads/issues/2012/07/pdf/youngwomen_contraceptive.pdf
http://www.guttmacher.org/pubs/gpr/12/1/gpr120119.html
http://www.guttmacher.org/pubs/gpr/12/1/gpr120119.html
http://www.guttmacher.org/pubs/gpr/12/1/gpr120119.html
http://www.nwlc.org/resource/women%E2%80%99s-preventive-services-affordable-care-act-what%E2%80%99s-new-august-1-2012#faq
http://www.nwlc.org/resource/women%E2%80%99s-preventive-services-affordable-care-act-what%E2%80%99s-new-august-1-2012#faq
http://www.nwlc.org/resource/women%E2%80%99s-preventive-services-affordable-care-act-what%E2%80%99s-new-august-1-2012#faq
http://www.raisingwomensvoices.net/storage/pdf_files/Affordable Preventive Health Care for Women factsheet.pdf
http://www.raisingwomensvoices.net/storage/pdf_files/Affordable Preventive Health Care for Women factsheet.pdf
http://www.raisingwomensvoices.net/storage/pdf_files/Affordable Preventive Health Care for Women factsheet.pdf
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Chronic Health Conditions

Over one-third (35%), of women have at least one chronic 
health condition, such as cardiovascular disease, hypertension 
or obesity, that requires ongoing treatment.2  Furthermore, 
women are at greater risk than men for several mental illnesses 
such as clinical depression, anxiety, and eating disorders. 
Early identification and treatments are often quite effective 
in managing chronic health problems and preventing other 
associated conditions down the road. Ensuring that plans cover a 
range of these treatments and services can directly affect health 
outcomes and reduce future costs.3 

	Will plans be evaluated to assure that they cover a sufficiently 
wide range of services to address and effectively manage 
chronic health conditions that disproportionately or distinctly 
affect women? 

	How will plans cover treatment for mental illnesses that 
disproportionately affect women, including clinical 
depression, anxiety, and eating disorders, and meet the 
requirements of federal parity laws?

Lessons Learned:
> Centers for Disease Control and Prevention, Chronic 

Disease Prevention and Health Promotion.

> Centers for Disease Control and Prevention, 
Preventing and Managing Chronic Disease to 
Improve the Health of Women and Infants.

Further Reading:
> Congressional Research Service, Health Insurance 

Exchanges Under the Patient Protection and 
Affordable Care Act (ACA).

> Jacobs Institute for Women’s Health, Women’s 
Health and Health Care Reform: The Economic 
Burden of Disease in Women. 

> kaiser Family Foundation, A Profile of Health 
Insurance Exchange Enrollees.

> Urban Institute, Protecting High-Risk, High-Cost 
Patients:  “Essential Health Benefits,” “Actuarial 
Value,” and Other Tools in the Affordable Care Act.

Abortion

Abortion is one of the most common medical procedures 
for women, with approximately one-fifth of the 6.4 million 
pregnancies occurring every year ending in induced abortion.4 
Although the ACA allows for coverage of abortion, states can ban 
private insurance coverage of abortion in an Exchange set up in 
their state. Furthermore, there are restrictions on how federal 
funds for abortion may be allocated and accounted for by states 
with Exchanges that do offer abortion coverage. The ACA outlines 
a methodology for states to follow to ensure that federal funds 
are not used to pay for coverage of abortions beyond the rules 
of the Hyde Amendment, such as in cases of rape, incest, or a 
threat to the life of the woman. 

	Will the state Exchange be designed to both meet the 
statutory requirements of the Hyde Amendment, which 
restricts the use of federal monies for abortions, as well as 
allow plans to cover abortion?  

	Will the system be designed so that consumers can obtain 
abortion coverage in their plans if they want it? 

	Will the state establish systems to assure that women are 
given adequate notification about their abortion coverage 
choices, and to monitor if the accounting rules will affect 
women’s access to abortion services?

Lessons Learned:
> Guttmacher Institute, Insurance Coverage of 

Abortion: The Battle to Date and the Battle to Come.

> National Partnership for Women and Families, Why 
the ACA Matters for Women: Restrictions on Abortion 
Coverage.

Further Reading:
> kaiser Family Foundation, Access to Abortion 

Coverage and Health Reform.

> Planned Parenthood, Abortion Care Coverage and 
Health Care Reform: Getting the Facts Straight.

http://www.cdc.gov/chronicdisease/overview/index.htm
http://www.cdc.gov/chronicdisease/overview/index.htm
http://www.cdc.gov/reproductivehealth/womensrh/ChronicDiseaseandReproductiveHealth.htm
http://www.cdc.gov/reproductivehealth/womensrh/ChronicDiseaseandReproductiveHealth.htm
http://www.fas.org/sgp/crs/misc/R42663.pdf
http://www.fas.org/sgp/crs/misc/R42663.pdf
http://www.fas.org/sgp/crs/misc/R42663.pdf
http://www.jiwh.org/content.cfm?sectionID=175&detail=81
http://www.jiwh.org/content.cfm?sectionID=175&detail=81
http://www.jiwh.org/content.cfm?sectionID=175&detail=81
http://www.kff.org/healthreform/8147.cfm
http://www.kff.org/healthreform/8147.cfm
http://www.urban.org/health_policy/url.cfm?ID=412588
http://www.urban.org/health_policy/url.cfm?ID=412588
http://www.urban.org/health_policy/url.cfm?ID=412588
http://www.guttmacher.org/pubs/gpr/13/4/gpr130402.html
http://www.guttmacher.org/pubs/gpr/13/4/gpr130402.html
http://www.nationalpartnership.org/site/DocServer/ABORTION_RESTRICTIONS.pdf?docID=10011
http://www.nationalpartnership.org/site/DocServer/ABORTION_RESTRICTIONS.pdf?docID=10011
http://www.nationalpartnership.org/site/DocServer/ABORTION_RESTRICTIONS.pdf?docID=10011
http://www.kff.org/healthreform/8021.cfm
http://www.kff.org/healthreform/8021.cfm
http://www.plannedparenthood.org/stlouis/images/st-louis-region/myth_vs._fact_sheet.pdf
http://www.plannedparenthood.org/stlouis/images/st-louis-region/myth_vs._fact_sheet.pdf
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Network Adequacy

Provider networks play a major role in women’s access to the 
range of services they need. Many analysts predict provider 
shortages, particularly in primary care, as coverage is expanded to 
many more currently uninsured people.5,6,7  Women have greater 
need for primary care across the lifespan and are more likely 
to use certain clinical services, such as reproductive care and 
mental health services. The ACA outlines minimum standards 
regarding provider networks that plans must meet in order to 
participate in an Exchange. Criteria include: ensuring sufficient 
choice and type of providers, providing information about the 
availability of in-network and out-of-network providers, and 
including essential community providers (ECPs), where available, 
that serve predominately low-income, medically underserved 
individuals. For low-income women, the inclusion of public clinics 
such as community health centers, family planning providers and 
safety-net hospitals as ECPs in the plan networks, will be key to 
maintaining established provider relationships and ensuring that 
women have access to available care near their homes. 

	How will your state address the ACA’s network adequacy 
requirement in terms of provider type and supply? 

	What certification standards will be required for QHPs and do 
these ensure that the range of providers, including ECPs, is 
broad enough to meet the health needs of women across the 
lifespan (e.g., Ob/Gyn, Mental Health)?

Lessons Learned:
> Blue Cross Blue Shield Foundation of 

Massachusetts, Network Adequacy in the 
Commonwealth Care Program.

> Families USA, Consumer-Friendly Standards for 
Qualified Health Plans in Exchanges:  Examples from 
the States.

> Guttmacher Institute, Working Successfully with 
Health Plans:  An Imperative for Family Planning 
Centers.

Further Reading:
> Guttmacher Institute, Specialized Family Planning 

Clinics in the United States: Why Women Choose 
Them and Their Role in Meeting Women’s Health 
Care Needs. 

> Health Reform GPS, Essential Community Providers.

> National Association of Insurance Commissioners, 
Plan Management Function: Network Adequacy 
White Paper.

> National Association for State Health Policy, 
Potential Roles for Safety Net Providers in Supporting 
Continuity Across Medicaid and Health Insurance 
Exchanges.

> RAND Corporation, Nurse Practitioners and Sexual 
and Reproductive Health Services: An Analysis of 
Supply and Demand. 

Outreach and Enrollment

Women play a central role in managing their families’ health 
care and making choices about health insurance coverage and 
providers. In addition, women are more likely than men to move 
in and out of the workforce, resulting in insurance coverage 
volatility and gaps in coverage, known as “churn.”8  Although 
the ACA makes provisions to expand and stabilize coverage 
for millions of women, a sizable number are unaware of many 
of the law’s benefits. Given women’s key role as family health 
care decision makers, successful implementation will require a 
comprehensive, ongoing communications strategy that draws on 
both public and private-sector resources and is targeted to reach 
women. Implementation efforts should also include parallel 
targeted outreach and enrollment effort to reach vulnerable 
populations of women, including those with limited access to 
online resources or with language barriers.9

Lessons Learned:
> Blue Cross Blue Shield of Massachusetts 

Foundation, Massachusetts Connector and Robert 
Wood Johnson Foundation,  Implementing a 
Successful Public Outreach and Marketing Campaign 
to Promote State Health Insurance Exchanges; 
Effective Education, Outreach and Enrollment for 
Populations Newly Eligible for Health Coverage.

> Enroll America and Families USA, The Ideal 
Application Process for Health Coverage.

> kaiser Family Foundation, Explaining Health 
Reform: Uses of Express Lane Strategies to Promote 
Participation in Coverage.

> National Academy for State Health Policy, Hard Work 
Streamlining Enrollment Systems Pays Dividends to 
the Sooner State. 

(continued next page)

http://bluecrossmafoundation.org/sites/default/files/090422NetworkStandardsFINAL.pdf
http://bluecrossmafoundation.org/sites/default/files/090422NetworkStandardsFINAL.pdf
http://familiesusa2.org/assets/pdfs/health-reform/Consumer-Friendly-Standards-in-Exchange-Plans.pdf
http://familiesusa2.org/assets/pdfs/health-reform/Consumer-Friendly-Standards-in-Exchange-Plans.pdf
http://familiesusa2.org/assets/pdfs/health-reform/Consumer-Friendly-Standards-in-Exchange-Plans.pdf
http://bluecrossmafoundation.org/sites/default/files/090422NetworkStandardsFINAL.pdf
http://www.guttmacher.org/pubs/health-plans.pdf
http://www.guttmacher.org/pubs/health-plans.pdf
http://www.guttmacher.org/pubs/health-plans.pdf
http://www.guttmacher.org/pubs/journals/j.whi.2012.09.002.pdf
http://www.guttmacher.org/pubs/journals/j.whi.2012.09.002.pdf
http://www.guttmacher.org/pubs/journals/j.whi.2012.09.002.pdf
http://www.guttmacher.org/pubs/journals/j.whi.2012.09.002.pdf
http://healthreformgps.org/resources/essential-community-providers/
http://www.naic.org/documents/committees_b_related_wp_network_adequacy.pdf
http://www.naic.org/documents/committees_b_related_wp_network_adequacy.pdf
http://www.nashp.org/sites/default/files/safety.net_.supporting.continuity.pdf
http://www.nashp.org/sites/default/files/safety.net_.supporting.continuity.pdf
http://www.nashp.org/sites/default/files/safety.net_.supporting.continuity.pdf
http://www.rand.org/pubs/technical_reports/TR1224.html
http://www.rand.org/pubs/technical_reports/TR1224.html
http://www.rand.org/pubs/technical_reports/TR1224.html
https://www.mahealthconnector.org/portal/binary/com.epicentric.contentmanagement.servlet.ContentDeliveryServlet/Health%2520Care%2520Reform/Overview/MassachusettsExperienceMarketingToolkit.pdf
https://www.mahealthconnector.org/portal/binary/com.epicentric.contentmanagement.servlet.ContentDeliveryServlet/Health%2520Care%2520Reform/Overview/MassachusettsExperienceMarketingToolkit.pdf
https://www.mahealthconnector.org/portal/binary/com.epicentric.contentmanagement.servlet.ContentDeliveryServlet/Health%2520Care%2520Reform/Overview/MassachusettsExperienceMarketingToolkit.pdf
https://www.mahealthconnector.org/portal/binary/com.epicentric.contentmanagement.servlet.ContentDeliveryServlet/Health%2520Care%2520Reform/Overview/LessonsForNROutreachAndEnrollmentToolkit.pdf
https://www.mahealthconnector.org/portal/binary/com.epicentric.contentmanagement.servlet.ContentDeliveryServlet/Health%2520Care%2520Reform/Overview/LessonsForNROutreachAndEnrollmentToolkit.pdf
http://files.www.enrollamerica.org/best-practices-institute/publications-and-resources/2012/Ideal_Application_Process.pdf
http://files.www.enrollamerica.org/best-practices-institute/publications-and-resources/2012/Ideal_Application_Process.pdf
http://www.kff.org/healthreform/8212.cfm
http://www.kff.org/healthreform/8212.cfm
http://www.kff.org/healthreform/8212.cfm
http://content.healthaffairs.org/content/32/1/7.full?ijkey=/.zH42LFdZpNY&keytype=ref&siteid=healthaff#aff-1
http://content.healthaffairs.org/content/32/1/7.full?ijkey=/.zH42LFdZpNY&keytype=ref&siteid=healthaff#aff-1
http://content.healthaffairs.org/content/32/1/7.full?ijkey=/.zH42LFdZpNY&keytype=ref&siteid=healthaff#aff-1
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Outreach and Enrollment (continued)

By designing Exchanges with a streamlined application process 
and educating women about their private insurance options, as 
well as their eligibility and their family’s eligibility for government 
and subsidized programs (e.g., Medicaid or tax credits), states 
can help ensure continuous coverage and reduce coverage gaps 
associated with complex application processes.10

	How will your state ensure outreach efforts and enrollment 
systems are tailored to meet the needs of women and their 
families to ensure maximum enrollment and utilization of 
health benefits?

	How will states inform women about the scope of benefits and 
any exemptions in a manner that is simple and transparent?

	How will your state design systems that minimize gaps in 
coverage and maximize continuous, comprehensive care for 
women and their families? 

	How is your state approaching issues of culturally-appropriate 
strategies to reach individuals across communities?

	How will navigators and/or in-person assisters be selected? 
Will they be trained in cultural competency? Will they reflect 
the communities they serve?

> National Academy for State Health Policy, State 
Experiences with Express Lane Eligibility: Policy 
Considerations and Possibilities for the Future. 

> State Health Access Data Assistance Center, 
Best Practices in SHAP Outreach, Eligibility, and 
Enrollment Activities.

> U. Mass Medical School, National Academy of 
Social Insurance, Robert Wood Johnson Foundation, 
Establishing the Technology Infrastructure for Health 
Insurance Exchanges Under the Affordable Care Act: 
Initial Observations from the “Early Innovator” and 
Advanced Implementation States.

Further Reading:
> Commonwealth Fund, Realizing Health Reform’s 

Potential: Maintaining Coverage, Affordability, 
and Shared Responsibility When Income and 
Employment Change.

> Connors Center for Women’s Health and Gender 
Biology, Women and National Health Care Reform; 
Massachusetts Health Reform: Impact on Women’s 
Health Issue Brief

> Families USA, Brokers and Agents and Health 
Insurance Exchanges.

> Georgetown University Health Policy Institute, 
Designing Navigator Programs to Meet the Needs of 
Consumers: Duties and Competencies.

> Health Reform GPS,  State Health Insurance 
Exchange Navigators. 

> National Academy for State Health Policy and Robert 
Wood Johnson Foundation,  New Denial and 
Disenrollment Coding Strategies to Drive State 
Enrollment Performance.

> National Academy for State Health Policy and Robert 
Wood Johnson Foundation, Using Data to Drive 
State Improvement in Enrollment and Retention 
Performance.

> National Association of Insurance Commissioners, 
Navigators, Agents and Brokers, Marketing and 
Summary of Benefits and Coverage.

> Robert Wood Johnson Foundation and National 
Academy of Social Insurance, Building a 
Relationship Between Medicaid, the Exchange, and 
the Individual Insurance Market.
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Affordability and Transparency 

Compared to men, women have lower lifetime earnings, higher 
medical expenditures across the lifespan, and higher out-of-
pocket health care expenses.11  Financial barriers to care such 
as premiums, cost-sharing charges, and benefit limitations can 
negatively affect both insured and uninsured women. In addition 
to selecting different plans, women will also have to select a 
Qualified Health Plan (QHP) coverage tiers - bronze, silver, gold, 
or platinum - that will affect both premium costs and out-of-
pocket spending. There is a large body of research that finds 
cost-sharing can affect the amount and type of services people 
use, sometimes resulting in even higher downstream costs due 
to lower use of preventive or treatment services.12 

	Will women be able to find affordable health care coverage, 
taking into account premiums, cost-sharing and benefit 
limits?

	Is the state considering options to make coverage more 
affordable for exchange enrollees, such as adopting a Basic 
Health Plan (BHP) or negotiating premium rates with QHPs?

	How will your state ensure costs, including out-of-pocket 
costs, are transparent and services are affordable for women 
under the Exchange? 

	Will your state develop systems to assist women and their 
families make informed choices about their plan and tier 
selection? 

Lessons Learned:
> California Health Care Foundation, Ten Years of 

California’s Independent Medical Review Process:  
A Look Back and Prospects for Change.

> Connors Center for Women’s Health and Gender 
Biology, Massachusetts Health Reform: Impact on 
Women’s Health.

> Georgetown University Health Policy Institute 
and Robert Wood Johnson Foundation, The 
Massachusetts and Utah Health Insurance 
Exchanges: Lessons Learned. 

> kaiser Family Foundation, Patient Cost-Sharing 
Under the Affordable Care Act.

> National Partnership for Women and Families, 
Why the Affordable Care Act Matters for Women: 
Expanding Affordability and Choice in the 
Marketplace.

> National Women’s Law Center, Still Nowhere to 
Turn: Insurance Companies Treat Women Like a Pre-
Existing Condition.

Further Reading:
> Centers for Medicare & Medicaid Services, Actuarial 

Value and Cost Sharing Reductions Bulletin.

> Commonwealth Fund, Oceans Apart: The Higher 
Health Costs of Women in the U.S. Compared to 
Other Nations, and How Reform Is Helping.

> kaiser Family Foundation, Policy Insights: 
Transparency and Complexity.

Data Collection and Reporting Standards

Because the ACA is bound to have differential impacts on health, 
access, and coverage for various populations, it will be critically 
important to both collect and report data for women and men 
separately as well as for women of color, women with different 
health needs, ages, sexual orientations, and incomes. This will 
be essential in understanding the impact of the ACA on specific 
populations of women at the national, state, and plan levels 
as well as for informing policies and health care delivery in the 
future. With this in mind, states should consider that Exchanges 
have an opportunity to enforce the provisions of the ACA which 
prohibit discrimination in federal health programs and those 
receiving federal dollars.

Lessons Learned:
> Connors Center for Women’s Health and Gender 

Biology, Women and National Health Care Reform. 

> Institute of Medicine, Race, Ethnicity, and Language 
Data:  Standardization for Health Care Quality 
Improvement.

> Institute of Medicine, Women’s Health Research: 
Progress, Pitfalls, and Promise.

> kaiser Family Foundation, Performance 
Measurement Under Health Reform: Proposed 
Measures for Eligibility and Enrollment Systems and 
key Issues and Trade-offs to Consider.

(continued next page)
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Data Collection and Reporting Standards (continued)

	How will your state monitor and ensure compliance with the 
new coverage, services and protections afforded to women 
under the ACA? 

	What metrics is your state using to evaluate the impact of the 
Exchange on coverage, affordability and access to health care 
for women and other subpopulations? Within that context, 
what data will be collected and what process will there be for 
analysis that will include appropriate stakeholder input?

	How will your state enforce nondiscrimination provisions of 
the ACA which prohibit discrimination against women and 
other subpopulations?

Further Reading:
> Dorsey R and Graham G, “New HHS Data Standards 

for Race, Ethnicity, Sex, Primary Language, and 
Disability Status.”

> National Academy for State Health Policy, State 
Policymakers’ Guide for Advancing Health Equity 
through Health Reform Implementation.

> Robert Wood Johnson Foundation, Can Collecting 
Data on Patients’ Race, Ethnicity and Language Help 
Reduce Disparities in Care?

1 Pollitz, k., kofman, M., Salganicoff, A. & Ranji, U. (2007). Maternity care and consumer-driven health plans. kaiser Family Foundation.
2 Ranji, U. & Salganicoff, A. (2011). Women’s health care chartbook. kaiser Family Foundation. 
3 Masiosek, MV. (2010). Greater use of preventive services in U.S. health care could save lives at little or no cost. Health Affairs, 

29(9), 1656-1660.
4  kaiser Family Foundation. (2008). Abortion in the U.S.: utilization, financing, and access.
5 Hoffman, C., Damico, A., & Garfield, R. (2011). Insurance coverage and access to care in primary care shortage. kaiser Family Foundation. 
6 Dill, MJ & Salsberg, ES. (2008). The complexities of physician supply and demand:  Projections through 2025. Association of American 

Medical Colleges. 
7 Council on Graduate Medical Education. (2010). Advancing primary care. 
8 Sered, S. & Proulx, MD. (2011). Lessons for women’s health from the Massachusetts reform:  affordability, transitions, and choice. 

Women’s Health Issues, 21(1), 1-5.
9 Raymond, AG. (2011). Lessons from the implementation of Massachusetts health reform. Blue Cross Blue Shield of Massachusetts 

Foundation. 
10 Rodman, M. (2012). Enroll America:  The ideal application process for health coverage. Families USA. 
11 Patchias, EM. & Waxman, J. (2007). Women and health coverage:  The affordability gap. The Commonwealth Fund.
12 Swartz, k. (2010). Cost-sharing:  Effects on spending and outcomes. Robert Wood Johnson Foundation. 
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Background:
Health-e-App is a web-based 
application that was origi-
nally designed for enrolling 
low-income children and 
pregnant women in the 
Healthy Families Program  
or screening them for Medi-
Cal.1 The California Health-
Care Foundation (CHCF) 
and The California Endow-
ment supported its develop-
ment, in partnership with 
the Managed Risk Medical 
Insurance Board (MRMIB), 
the California Department 
of Health Care Services, 
MAXIMUS, and Social Inter-
est Solutions. Health-e-App 
was pilot-tested in San Diego 
County. Since 2000, certified 
application assistants and 
other professionals have  
used Health-e-App when 
they help residents apply  
for health coverage. A self-
service version of the tool, 
Health-e-App Public Access 
(HeA PA), was launched in 
December 2010 to enable 
applicants to use it indepen-
dently via the internet. In 
January 2013, California 
closed new enrollment in the 
Healthy Families Program.  
The state continues to pro-
cess HeA PA applications 
for Medi-Cal for Families.

Applicant Characteristics and Experiences 
by Adam Dunn and Leslie Foster

This is the second brief in a series about the first year of California’s Health-e-App  
Public Access (HeA PA) enrollment system, following its introduction in December 2010. 
In 2011, California received about 4,000 HeA PA applications per month, or about 
20 percent of all applications submitted to the state processing center that year. 
Across counties, the share of applications submitted through HeA PA ranged from  
5 to 48 percent. HeA PA is available in English and Spanish.

This brief describes HeA PA applicants and their experience with the self-service 
tool. It draws on data from applications submitted in 2011, including responses 
to optional survey questions received from 14,690 applicants. Information is not 
available about people who began HeA PA applications but did not submit them 
and who may have different characteristics, experiences, and levels of satisfaction.2 

What types of applicants used HeA PA?
In 2011, applicants (usually a parent or guardian on behalf of their minor child) who 
used HeA PA were somewhat younger and had slightly higher incomes than applicants 
who used paper applications or applied online with professional assistance (Figure 1). 
Women submitted about 81 percent of HeA PA applications, a percentage similar to  
other application types. Almost all HeA PA applicants used the tool in English (98 percent) 
and indicated that they preferred for Healthy Families or Medi-Cal to communicate with 
them in English (95 percent). Further, HeA PA applicants were far more likely to prefer  
to communicate in English than those who submitted paper applications (53 percent)  
or assisted-online applications (60 percent). 

A sizable minority of people who applied for Healthy Families indicated that they preferred 
for Healthy Families or Medi-Cal to communicate with them in Spanish, but few of these  
applicants used HeA PA in its first year. Only 4 percent of HeA PA applications were from  
applicants who preferred to communicate in Spanish (not shown). By contrast, 42 percent 
of paper applications and 37 percent of assisted-online applications were from applicants 
who preferred Spanish. Among the small number of HeA PA applicants who preferred to 
communicate in Spanish, half used HeA PA in Spanish and half in English.
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Most HeA PA applicants said they use the internet regularly and have some college education. 
Roughly 90 percent said they use the internet at least three times a week (Figure 2). Two-thirds 
(65 percent) of HeA PA applicants submitted their applications from their own computer, and 
nearly all (97 percent) used a high-speed internet connection (not shown). Seventy percent 
of HeA PA applicants had attended at least some college (Figure 2). (Data on education and 
internet use are not available for those who submitted paper or assisted-online applications.)

30 or Younger

Income >200% of
Federal Poverty Level

Prefer Communicating 
in English

Female

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

Paper

Assisted Online

HeA PA (self service)

Figure 1.
HeA PA Applicants Differ from Other Applicants on Some Characteristics

Figure 2.
Most HeA PA Applicants Use the Internet Daily, on a Home or Work Computer, and Have Some College Education

Source: MRMIB’s Healthy Families Data Warehouse. Applications from December 20, 2010 to December 31, 2011.

Frequency of Internet Use Computer Used Educational Attainment

 Daily

 3 to 5 days 
    a week

 1 to 2 days 
    a week

  Less often

 Own computer  Friend’s/relative’s 
    computer

 Library or 
    other computer

  Computer at work

 Some college or
    associate’s degree

 High school/GED

 Bachelor’s degree
    or higher

  Less than
     high school

N = 5,159 survey respondents N = 2,948 survey respondents N = 5,110 survey respondents

4% 
7%

14%

75%

3%

12%

20%65%

18%

6%

25%

52%

Source: MRMIB’s Healthy Families Data Warehouse.  HeA PA applications and integrated survey items, July 15 to December 31, 2011. 
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What did applicants say about using HeA PA?
Nearly everyone who submitted an application through HeA PA said it was easy to use  
(93 percent) and that the instructions were clear (97 percent; Figure 3). However, the small 
number of applicants who used the internet less than once a week were less likely than 
other applicants to say HeA PA was easy to use (78 versus 95 percent; not shown). Also, the 
small share of applicants who preferred to communicate in Spanish were more likely than 
those who preferred English to say HeA PA was difficult to use (12 versus 6 percent; not 
shown), regardless of whether they applied in Spanish or English.

Figure 3.
Most Applicants Said HeA PA Was Easy to Use

Ease of Use Clarity of Instructions

 Easy
 Very Easy
 Difficult or very difficult

 Very clear
 Somewhat clear
 Somewhat unclear

N = 3,464 survey respondents N = 2,318 survey respondents

7%

43%50%

24%

73%

3%

Source: MRMIB’s Healthy Families Data Warehouse. HeA PA applications and integrated survey items, July 15 to 
December 31, 2011.

Slightly more than half of applicants (53 percent) said they used a HeA PA help feature, 
including Learn More links (18 percent), help pages (24 percent), and the toll-free tele-
phone help desk (10 percent; Figure 4). More applicants used one of the built-in help 
features than turned to live help by telephone, which suggests that applicants may have 
preferred built-in features and found them adequate.

In addition to help features, HeA PA includes a preliminary eligibility calculator to help 
applicants decide whether to complete an application, as well as a feature for tracking 
application status after submission. Almost all applicants said these features were very 
important to them (not shown).



4 HeA PA Study February 2013 • Research Brief 24

Were applicants satisfied with HeA PA overall?
Most applicants said they would recommend HeA PA to family or friends (93 percent), 
and most said they would use HeA PA for annual renewal or to apply for coverage for  
another child (90 percent; Figure 5). This was true regardless of applicants’ language 
preference. Infrequent internet users were somewhat less likely than frequent users to  
say they would use HeA PA again (79 versus 91 percent), but they were about as likely  
as frequent users to say they would recommend it (not shown).

Figure 4.
Half of Applicants Used Help Features

Figure 5.
Nearly All Applicants Would Recommend HeA PA and Would Use It Again

Help Features Used

N = 2,331 survey respondents

10%

24%

18%

47%

1% 

 None/response missing

 Learn More links

 Telephone help desk 

 Help from application assistant

 Help pages

Would Recommend Would Use Again

 Yes  No  Yes  No Maybe

N = 2,321 survey respondents N = 2,952 survey respondents

7%

93%

9%

90%

1% 

Source:  MRMIB’s Healthy Families Data Warehouse. HeA PA applications and integrated survey items, July 15 to 
December 31, 2011.

Source:  MRMIB’s Healthy Families Data Warehouse. HeA PA applications and integrated survey items, July 15 to 
December 31, 2011.
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Is it realistic to think more people could use HeA PA?
Given levels of use and user satisfaction in 2011, HeA PA seems to be an attractive option  
for many families. Several factors could lead to greater use of HeA PA in the future,  
including increased access to high-speed internet in key populations. For example, in the 
United States today, Latino households are less likely than non-Latino households to have 
high-speed internet access. This fact could partially explain why relatively few applicants 
who indicated a preference to hear from the Healthy Families Program in Spanish used 
HeA PA during the year we studied. However, from 2008 to 2012, high-speed internet  
access rose 24 points (to 58 percent) for Latino adults in California. As more Latino 
households gain high-speed internet access, the number of HeA PA applicants with 
Spanish-language preference could increase. High-speed internet access also increased 
27 points (to 60 percent) for California adults with annual household incomes less than 
$40,000.3 If this trend continues, eligible lower-income families in general may be more 
likely to apply online for public health insurance.

Other factors that will influence HeA PA use include awareness of the tool, and attitudes 
about its legitimacy and about sharing personal information online. In late 2011, California 
conducted an outreach campaign to increase awareness of and trust in HeA PA. A future 
brief will explore the effects of the campaign. Another brief will present anecdotal infor-
mation about factors that affect HeA PA use from the perspective of certified application 
assistants, who interact daily with applicants.

What experience do other states have with self-service online 
applications for public health insurance? 
Like California, at least 34 other states have online applications for professional enroll-
ment staff and/or the public to use.4

Self-service usage rates vary among states, according to published data. For example, 
most applications for Oklahoma’s Medicaid program, and most new applications for 
Utah’s Medicaid program, were submitted online by self-service applicants in a recent  
period (Table 1). In Arizona, more than one-quarter of new Medicaid and Children’s 
Health Insurance Program (CHIP) applications were submitted online by self-service  
applicants. In Delaware, only about 10 percent of new applications were submitted  
online by self-service applicants.

The cross-state variation in use of online applications likely results from a number of factors, 
including how long the application has been available, outreach and advertising efforts, the 
user-friendliness of the application interface, the ability to apply for other public programs at 
the same time, and whether there are other ways to apply for the same benefits.

Self-service online applications will become more available in coming months and years, 
at least partly because the federal Centers for Medicare & Medicaid Services has estab-
lished this expectation under the Patient Protection and Affordable Care Act (ACA). The 
agency has directed states to provide a high quality, convenient online application experi-
ence, similar to what consumers expect in private-sector online transactions.5
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What might California’s experience with HeA PA imply for the 
use of online applications under ACA?
Findings from this brief suggest that tools like HeA PA are a good option for people who 
have convenient access to high-speed internet service and do not need extensive in-person 
help when applying for coverage. Additional outreach efforts may be necessary to 
increase awareness of HeA PA and similar tools among this target population. Spanish-
speaking Latino households may be less likely to use self-service online applications during 
the early stages of ACA implementation, but this may change as more of these households 
acquire high-speed internet service. More broadly, the use of tools like HeA PA seems 
likely to grow as both awareness of their availability and access to high-speed internet 
improve among individuals and families seeking coverage.

Table 1.
Use of Self-Service Online Applications Varies Across States

Online  
Application

Public Programs 
Included

Percentage of All  
Applications Submitteda

Year Self-Service Option 
Became AvailableOnlineb

Online by Self-
Service Applicants

California HeA HFP, Medi-Cal 43 22 2010

Delaware 
ASSIST

Medicaid, TANF, 
SNAP

10c 10c 2005

Health-e-Arizona Medicaid, CHIP, 
TANF, SNAP

34–39c 27–31c 2008

Oklahoma 
mySoonerCare

Medicaid 94 54 2010

Utah Helps Medicaid, SNAP, 
TANF

75c 75c 2007

Sources: MRMIB’s Healthy Families Data Warehouse, January to December 2011. Kauff et al., “Promoting Public Benefits 
Access Through Web-Based Tools and Outreach,” Washington, DC: Mathematica Policy Research, December 2011. 
Weiss, Alice. “Hard Work Streamlining Enrollment Systems Pays Dividends to the Sooner State.” Health Affairs, vol. 32, 
no. 1, 2013, pp. 7–10.
a Percentages are based on data from periods of 1 to 13 months.
b Applications submitted online include those from self-service applicants and from people who received application 
assistance from approved agencies.
c Percentage of new applications.
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Endnotes
1 Healthy Families is California’s Children’s Health Insurance Program; Medi-Cal is its 
Medicaid program.
2 In 2011, about two-thirds of people (69 percent) who created a self-service HeA PA 
account submitted an application. No information is available about whether those that 
did not submit an application did so because they discovered they were ineligible after 
using the eligibility calculator, or for other reasons. Thus, it is difficult to speculate as to 
how those who created an account and submitted an application may differ from those 
who created an account but did not submit an application.
3 Baldassare, Mark, Dean Bonner, Sonja Petek, and Jui Shrestha. “California’s Digital 
Divide.” San Francisco, CA: Public Policy Institute of California, August 2012. Available at 
[www.ppic.org/content/pubs/jtf/JTF_DigitalDivideJTF.pdf]. Accessed November 7, 2012. 
4 For more information on states that use online enrollment for public health insurance, 
see www.statehealthfacts.org/comparemaptable.jsp?ind=897&cat=4&sub=59&yr=257&
typ=5&rgnhl=49. 
5 Centers for Medicare & Medicaid Services. Guidance for Exchange and Medicaid  
Information Technology (IT) Systems. Version 2. May 2011.

This brief is one in a series that Mathematica Policy Research is producing with  
support from the David and Lucile Packard Foundation and CHCF, and in partnership 
with MRMIB. The brief draws on application and survey data from MRMIB’s Healthy 
Families Program (HFP) Data Warehouse.

From July 15 to December 31, 2011, HFP added optional survey questions to HeA PA  
applications to ask applicants about their internet use, education, satisfaction with 
HeA PA, use of HeA PA features, and how they learned about HeA PA. A total of 
22,856 applicants submitted HeA PA applications during that time. Of those, 14,690 
(64 percent) responded to survey questions. The questions were grouped into six 
waves of two to three questions each. The first five waves were intermittently fielded 
for about one week at a time. The sixth wave was fielded continuously from October 
to December. Sample sizes ranged from 2,305 to 5,214 in each wave. 

The survey coincided with an online outreach campaign to promote awareness 
of HeA PA among low-income families. Thus, people who used HeA PA during the 
online outreach campaign may have been more likely to be frequent internet users 
than people who applied at other times. On observable characteristics—such as age, 
gender, income level relative to poverty, language preference, and prior enrollment 
in HFP—applicants were similar regardless of whether they used HeA PA before the 
outreach campaign (the first half of 2011) or during the campaign.

For more information, contact Leslie Foster, Mathematica senior researcher,  
at LFoster@mathematica-mpr.com.
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Limited English Proficient HMO  
Enrollees Remain Vulnerable to 
Communication Barriers Despite 
Language Assistance Regulations
Max W. Hadler, Xiao Chen, Erik Gonzalez and Dylan H. Roby 

SUMMARY:  HMO enrollees with limited 
English proficiency, and particularly those in 
poorer health, face communication barriers 
despite language assistance regulations. More 
than 1.3 million California HMO enrollees ages 
18 to 64 do not speak English well enough to 
communicate with medical providers and may 
experience reduced access to high-quality health  
care if they do not receive appropriate language 
assistance services. Based on analysis of the 2007 
and 2009 California Health Interview Surveys 
(CHIS), commercial HMO enrollees with limited 
English proficiency (LEP) in poorer health are 
more likely to have difficulty understanding 
their doctors, placing this already vulnerable 
population at even greater risk. The analysis also  
uses CHIS to examine the potential impact of 

health plan monitoring starting in 2009 (due to a  
2003 amendment to the Knox-Keene Health Care  
Services Act) requiring health plans to provide 
free qualified interpretation and translation 
services to HMO enrollees. The authors 
recommend that California’s health plans 
continue to incorporate trained interpreters into 
their contracted networks and delivery systems, 
paying special attention to enrollees in poorer 
health. The results may serve as a planning tool 
for health plans, providing a detailed snapshot 
of enrollee characteristics that will help design 
effective programs now and prepare for a likely 
increase in insured LEP populations in the 
future, as full implementation of the Affordable 
Care Act takes place over the next decade.

Almost two-thirds of limited English 
proficient commercial HMO 

enrollees who reported communication 
barriers were in fair or poor health. The 
recent implementation of regulations to 
improve commercial HMO provision of 
language assistance services may eventually 
help increase understanding, but in the 
first year of implementation, it does not 
appear that HMO policies ensuring access 
to language-appropriate services have led to 
immediate improvements in communication 
for the sickest enrollees.

Requirements for HMOs to Provide 
Language Access Services

In response to the passage of the Knox-
Keene amendment in 2003, language 
access regulations were established in 2007 
for all health plans covered by California’s 
Department of Managed Health Care (DMHC) 
and select plans covered by the California 
Department of Insurance (CDI). The new 
regulations require insurers to assess their 
members’ languages of preference and provide 
verbal interpretation in all languages, and 
written translation in threshold languages.  
Threshold languages generally include Spanish 
and Chinese and, for some health plans, 

‘‘HMO enrollees 
in poorer health 
experience the 
biggest language 
barriers.’’

Funded by the California Office  
of the Patient Advocate
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Vietnamese, Russian, Korean, Tagalog, Khmer, 
Armenian, Arabic, and/or Hmong.2 DMHC 
began monitoring health plan compliance in 
January 2009, when all HMOs were required 
to have fully implemented language access 
policies and procedures. 

The law is particularly important in the current 
health policy environment as LEP populations 
will make up a significant portion of the newly 
insured after implementation of the Affordable 
Care Act, including via the state’s health 
benefits exchange, Covered California. A recent 

UC Berkeley and UCLA analysis estimated that 
29% to 36% of non-elderly adults who take-up 
subsidized coverage in Covered California will 
be LEP.3 

In this study, we examine the LEP HMO 
enrollee population and attempt to measure 
communication barriers and early progress 
since the Knox-Keene amendment went 
into effect. A limiting factor is that data 
from 2009 may refer to language barriers 
that existed as early as September 2007 and 
as late as April 2010 since respondents are 

This publication contains 

data from the California 

Health Interview Survey 

(CHIS), the nation’s largest 

state health survey. 

Conducted by the UCLA 

Center for Health Policy 

Research, CHIS data give 

a detailed picture of the 

health and health care 

needs of California’s large 

and diverse population.

Learn more at: 

www.chis.ucla.edu

‘‘LEP 
Californians 
will make up 
a significant 
portion of the 
newly insured 
under health  
care reform.’’

Definitions

Threshold languages 
Determined by the demographic makeup 
of a health plan’s membership, these are 
languages for which plans must provide 
translated vital documents, including 
applications, consent forms, letters about 
eligibility or participation criteria, and 
notices advising changes in benefits and 
availability of free language assistance.1

Knox-Keene Health Care Services Act 
California law established in 1975 that 
regulates managed care plans. The law has 
been amended multiple times since its 
inception, including in 2003 to address 
language access issues as a result of Senate 
Bill 853.

Limited English Proficiency (LEP) 
Individuals who reported speaking English 
not well or not at all.

Fee-for-Service (FFS) 
A method of payment in which health care 
providers are paid per service rendered. 
In California, most fee-for-service care is 
delivered to Medicare beneficiaries and 
Medicaid enrollees living in rural areas.

Preferred Provider Organization (PPO) 
A health insurance plan that encourages 
members to seek care through contracted 
providers by requiring patients to pay a 
larger share for services delivered outside 
of its contracted network of providers. For 
example, a patient can see an in-network 
provider and pay 20% of the provider’s fee, 
or see an out-of-network provider and pay 
40% of that provider’s fee.

Health Maintenance Organization (HMO) 
A health plan that requires members to 
seek care in a contracted network. HMOs 
typically use primary care physicians and 
other protocols to authorize specialty care 
and medical procedures. Care delivered 
out-of-network is not covered except in 
emergency situations.
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Percent of Enrollees Who Are Limited English Proficient by Type of Insurance, Ages 18-64, 
California, 2007-2009

Exhibit 1

35%

30%

25%

20%

15%

10%

5%

0%
Commercial HMO Commercial PPO Public HMO Public FFS

8.3% 9.0%
4.4% 4.8%

23.9%

27.2%

23.8%
27.2%

2007 2009

Note:  Based on chi-square test of proportions for each insurance 
category between 2007 and 2009. See Appendix 1 for 
further details.

Sources: 2007 and 2009 California Health Interview Surveys

‘‘LEP enrollees 
represent a 
substantial 
portion of 
membership  
in many  
HMO plans.’’

asked about experiences up to two years 
prior to being surveyed. Although the 
regulations were published in early 2007, 
some of the results reported here preceded the 
implementation deadline in 2009. These data 
are an intermediate measure of progress toward 
improved language access after 2009.

Limited English Proficient a Substantial 
Proportion of HMO Membership 

In 2009, nearly one in eight HMO enrollees 
in California was LEP. A much larger 
proportion of enrollees in public programs 
such as Medicare and Medicaid (27.2%) were 
LEP when compared to those in commercial 
plans (9.5%), but the total number of LEP 
enrollees in commercial HMOs (842,000) 

was substantially larger than in public HMOs 
(460,000) given the greater number of people 
with commercial coverage (Exhibit 1 and 
Appendix 1). Examining large commercial 
insurers individually, LEP enrollees represented 
a substantial proportion of membership in 
many HMO plans (Exhibit 2 and Appendix 2). 

The change in LEP as a percentage of all 
enrollees did not change significantly from 
2007 to 2009 for commercial or public 
HMOs. This suggests that the plans have a 
relatively consistent membership profile to 
gauge demand and plan for language assistance 
services or language concordance with health 
care providers.
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Minimal Change in Patient-Doctor 
Communication

The proportion of LEP commercial HMO 
enrollees who had seen a doctor at least once 
in the past two years and reported having 
trouble understanding their physician 
remained stable from 2007 (12.1%) to 
2009 (9.5%; Exhibit 3). For public HMO 
enrollees, difficulty understanding their 
physician was also stable from 2007 (9.1%) 
to 2009 (12%). The small changes in both 
variables were not statistically significant. 
However, change was not expected in public 
HMOs as the programs were already subject 
to more stringent regulations prior to DMHC 
monitoring of commercial plans. 

The limited change exhibited in CHIS 
2009 data may be a reflection of the short 
time period since the implementation of 
the language access regulations. The data 
nonetheless offer a valuable planning tool 

to understand the LEP population and 
the subset of LEP individuals who report 
difficulty understanding their physician 
(Exhibit 4). 

Sicker Limited English Proficient Enrollees 
Have Greater Communication Problems

In commercial HMOs and public fee-for-
service plans, members in fair or poor  
health were more likely than their 
counterparts in better health to report 
difficulty understanding their physician. 
In commercial HMOs, the sickest enrollees 
made up over one-third of all LEP members 
(36.4%) but represented nearly two-thirds 
of those reporting communication troubles 
(63.5%). These results make clear that health 
plans must be particularly vigilant about 
ensuring access to language services to LEP 
enrollees in poorer health. 

‘‘Nearly half of 
LEP commercial 
HMO enrollees 
needing assistance 
did not receive 
professional 
interpretation.’’

Percent of Enrollees Who Are Limited English Proficient by Commercial HMO Plan,  
Ages 18-64, California, 2007-2009

Exhibit 2
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Nearly Half of Limited English Proficient 
Commercial HMO Enrollees Needing 
Assistance Did Not Receive Professional 
Interpretation

The regulations that resulted from the 
Knox-Keene amendment (codified in section 
1300.67.04 of title 28 of the California Code of  
Regulations) require health plans to provide all  
enrollees with free “qualified interpretation 
services.” The services were defined as in-person,  
telephonic or video assistance by someone 
who is trained in interpreting ethics, conduct 
and confidentiality, and has demonstrated 
proficiency in source and target language as 
pertains to standard communication, health 
care terminology and health care delivery 
systems.4 Despite the efforts of health plans 
to train bilingual staff and contract with 
outside interpreting agencies, more than 40%  
of LEP commercial HMO enrollees who needed  
help to understand their doctor reported 
receiving assistance from a non-professional 

(Exhibit 4). The continued use of non-
professionals as interpreters (including  
family members) suggests inconsistent 
quality of interpretation. 

The solution to this variation can be found 
in a more detailed and consistent process 
for assuring language access, including the 
requirement that health care providers utilize 
trained staff or contracted professionals 
regardless of the availability of untrained 
patient companions. DMHC’s 2011 Biennial 
Report to the Legislature on Language 
Assistance cites health plan deficiencies in 
ensuring adequate language access services at 
all points of contact, proficiency of bilingual 
staff, and offering interpreters when bilingual 
family members are present.5 If bilingual staff  
members are an important asset to health plans  
in complying with regulations, these staff 
members must be able to perform tasks that 
require different skills from those for which 

Percent of Limited English Proficient Enrollees Who Had Hard Time Understanding Doctor  
at Last Visit by Type of Insurance, Ages 18-64, California, 2007-2009

Exhibit 3

‘‘Health care 
providers should 
use trained staff 
or interpreters 
even if bilingual 
family members 
are available.’’
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they were hired, and their (or an interpreter’s) 
availability must be ensured at all points of 
contact with the health care system.

Conclusions and Policy Implications 

The implementation of language assistance 
programs with regulatory oversight by DMHC  
and CDI was an attempt to ensure equitable 
health care access for California’s limited 
English proficient HMO enrollees. Based 
on DMHC’s findings to date, most health 
plans have established language access 
mechanisms according to their specific 
enrollee populations.5 However, the lack of 
progress in enrollees’ ability to understand 
their physician and the disparities within LEP  
populations by health status suggest that there  
is a disconnect between health plan perceptions  
of interpreter service provision and the actual 
experiences of enrollees. Delegated HMO 
models and shifts in network participation 
could compromise the ability of health plans 

to proactively plan and implement language 
assistance strategies with their contracted 
providers throughout the state. DMHC should 
encourage more consistent contact between 
health plans and their providers to ensure that 
regulations for health plans are translated 
into clearer communication processes at the 
individual provider level for LEP enrollees, 
particularly for those in poor health, at all 
points of contact.

Given that respondents in CHIS 2009 were  
asked to recall past events and could be 
reporting on doctor visits prior to the 
implementation of the law, the future 
availability of CHIS 2011/2012 data will be 
important in understanding the impact of the 
policy change. Language access may continue 
to improve as DMHC monitoring becomes 
more established over time, but regulations 
alone will not be sufficient. Insurers and 
providers must continually contract with 

‘‘There is a 
disconnect between 
health plan 
perceptions of 
interpreter service 
provision and the 
actual experiences 
of enrollees.’’

 Commercial Public
 HMO PPO HMO FFS
 LEP Hard 

Time 
LEP Hard 

Time
LEP Hard 

Time
LEP Hard 

Time
Total number 792,000 71,000 290,000 18,000 460,000 47,000 486,000 54,000
Gender (%)         
Female 50.9 63.8 41.9 65.7 56.6 57.8 69.7 53.2
Male 49.1 36.2 58.1 34.3 43.4 42.2 30.3 46.8
Age (mean years) 44.6 43.1 42.8 43.1 41.0 44.2 38.1 42.3
Race/Ethnicity (%)         
Latino 64.9 64.4 53.4 46.5 69.9 56.5 76.1 71.1
Asian/Pacific Islander 18.6 19.6 35.2 40.4 14.9 26.0 9.8 8.4
Other 16.5 16.0 11.4 13.1 15.2 17.5 14.1 20.5
Language (%)         
Spanish 79.6 80.1 62.7 59.6 82.5 70.2 89.8 91.2
Chinese 7.4 2.9 12.3 8.7 5.1 3.0 5.6 4.0
Vietnamese 3.1 9.6 2.0 6.9 4.6 4.2 2.2 3.3
Korean 1.2 <0.1 6.3 6.5 <0.1 0.1 0.2 <0.1
Other 8.7 7.4 16.7 18.3 7.8 22.5 2.2 1.5
Health Status (%)         
Excellent/Very Good/Good 63.6 36.5* 68.9 65.5 57.5 47.1 60.4 29.9*
Fair/Poor 36.4 63.5* 31.1 34.5 42.5 52.9 39.6 70.1*
Income (%)         
<200% FPL 55.7 50.7 64.6 64.8 91.6 93.9 95.1 98.9
≥200% FPL 44.3 49.3 35.4 35.2 8.4 6.1 4.9 1.1
Type of Help (%)**     
Professional  56.0  71.4  72.2  79.0

* Statistically significant at a level of p<0.05. In the marked 
insurance categories, the distribution of respondents reporting 
hard time understanding their doctor by health status is 
significantly different from the distribution of the overall LEP 
population by health status.

Sources: 2007 and 2009 California Health Interview Surveys

** Type of Help refers to the person aiding respondents who 
reported needing help to understand their doctor. Professional 
help is considered to be bilingual staff and professional 
interpreters. All other respondents either received help from 
informal, untrained sources or did not receive help at all. 

Characteristics of the Limited English Proficient Population and Those Reporting Hard Time 
Understanding Doctor, Ages 18-64, California, 2009

Exhibit 4
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Percent Limited English Proficient and Hard Time Understanding Doctor at Last Visit,  
by Type of Insurance, Ages 18-64, California, 2007-2009

Appendix 1

2007 2009

% N % N ∆ % 
‘07→’09

p-value

Commercial HMOs

Limited English Proficient (LEP) 8.3                                   
[7.4-9.2]

9,182,000 9.0                  
[8.3-9.8]        

8,804,000 0.7 0.24

Hard Time Understanding Doctor at Last Visit 
(Among LEP with Visit in Past Two Years)

12.1                        
[7.8-18.2]

690,000 9.5                                  
[6.3-14.1]

742,000 -2.5 0.42

Public HMOs

LEP 23.9                   
[21.0-
27.1]

1,452,000 27.2            
[23.4-
31.3]

1,694,000 3.2 0.20

Hard Time Understanding Doctor at Last Visit 
(Among LEP with Visit in Past Two Years)

9.1                            
[6.4-12.8]

325,000 12.0                            
[7.7-18.3]

395,000 2.9 0.32

Commercial Preferred Provider Organization 
(PPO)/Fee For Service (FFS)

LEP  4.4                                 
[3.7-5.2]

6,402,000 4.8              
[3.7-6.1]

6,102,000 0.4 0.60

Hard Time Understanding Doctor at Last Visit 
(Among LEP with Visit in Past Two Years)

13.2                 
[7.9-21.3]

231,000 7.0                                             
[4.1-11.7]

251,000 -6.2 0.08

Public PPO/FFS

LEP 23.8                             
[21.2-
26.7]

1,681,000 25.2                  
[21.6-
29.2]

1,926,000 1.4 0.54

Hard Time Understanding Doctor at Last Visit 
(Among LEP with Visit in Past Two Years)

10.3                
[7.3-14.2]

361,000 13.0                           
[8.4-19.6]

419,000 2.7 0.38

Sources: 2007 and 2009 California Health Interview Surveys

Percent Limited English Proficient by Commercial HMO Plan, Ages 18-64, California,  
2007-2009

Appendix 2

2007 2009

% LEP N % LEP N ∆ % ‘07→’09

Main Commercial HMOs

Kaiser Permanente 7.6               
[6.1-9.4]

3,743,000 8.2             
[7.2-9.3]

3,653,000 0.6

Blue Cross 8.8                  
[6.9-11.3]

1,348,000 11.3                                   
[8.8-14.2]

1,278,000 2.5

UnitedHealth/Pacificare 5.5                     
[3.2-9.3]

707,000 5.6            
[3.6-8.4]

492,000 0.1

Blue Shield 5.4                     
[3.4-8.4]

837,000 3.6              
[1.4-9.3]

780,000 -1.8

Health Net 8.1               
[5.9-11.1]

794,000 8.0             
[5.0-12.6]

814,000 -0.1

Aetna 4.2                     
[2.2-8.0]

366,000 6.6                  
[3.8-11.2]

454,000 2.4

Cigna 8.3                            
[4.8-13.9]

227,000 4.9                 
[2.4-9.8]

235,000 3.4

Sources: 2007 and 2009 California Health Interview Surveys

outside professional interpreters, screen and 
train bilingual staff to be better equipped 
to handle the rigors and responsibilities 
of medical interpretation, and pay special 
attention to the communication needs of 
LEP enrollees in poorer health. Equal access 

to high-quality care is more important than 
ever given the expected increase in health 
care coverage and use by the LEP population 
through the Affordable Care Act and creation 
of Covered California.
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Data Source and Methods
The 2007 and 2009 versions of the California 
Health Interview Survey (CHIS) were used for this  
study. Respondents ages 18-64 were included. The  
variables for HMO enrollment and health plan 
name were self-reported and manually cleaned 
using a consistent protocol to logically check 
for concordance of responses and account for 
inconsistencies as a result of missing values or 
incorrect responses. Some insurance type or 
HMO plan name responses were excluded from 
this analysis, assigned, or otherwise imputed, 
due to missing or incorrect values. To obtain 
additional information on CHIS data collection, 
methodology, and to download public use files, 
please visit www.chis.ucla.edu.
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Accountable care organizations are growing in number and importance on the national stage. In the ACO model doctors, hospitals, and others
coordinate care to improve quality and cost-effectiveness.
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This map shows the evolving distribution of accountable care organizations (ACOs) in California by these four types:

Medicare Shared Savings Program (MSSP) ACOs are designated to coordinate care for Medicare fee-for-service beneficiaries.

Medicare Advanced Payment Model* is a special version of the MSSP ACO model to support infrastructure development.

Medicare Pioneer ACOs* were among the first Medicare-designated ACOs and take on more risk than the MSSP model.

Look-Alike ACOs contract with commercial health plans to coordinate care in a similar model to those above.

Click each entity in the panel at left to see details or pan the map and click on the pushpins. The gray-shaded counties show where the ACOs operate
(pan the map to make sure the detail boxes do not obscure the service areas).

The map will be updated when new Medicare contracts are announced (last updated February 2013). 

* Initiative of the Center for Medicare & Medicaid Innovation (the Innovation Center); see a map of other Innovation Center grantees.
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The Center for Medicare & Medicaid Innovation (the Innovation Center) was established at the Centers for Medicare & Medicaid Services (CMS) through the
Affordable Care Act (ACA) to test innovative payment and care delivery models to reduce costs and maintain or improve quality of care for recipients of
Medicare, Medicaid, and the Children's Health Insurance Program. The map below shows the breadth and distribution of Innovation Center investments in
California. It complements related CHCF-funded work tracking ACA implementation.

This map shows Innovation Center grantees in California by type: 

Bundled Payments for Care Improvement Initiative aims to align provider incentives to better coordinate patient care in the hospital and after
discharge.

Community-Based Care Transitions Program helps reduce hospital readmissions among high-risk Medicare beneficiaries.

FQHC Advanced Primary Care Practice Demonstration tests the efficiency of patient-centered medical homes among Federally Qualified Health Centers.

Health Care Innovation Awards fund compelling ideas aimed at delivering better health care at lower costs.

Strong Start for Mothers and Newborns aims to reduce preterm births and improve outcomes for newborns and pregnant women. 

California's participants in the Advance Payment ACO Model and Pioneer ACO Model can be seen on a map of Accountable Care Organization initiatives.

This map will be updated as new initiatives or grantees are announced. CMS has maps of all Innovation Center grantees across the country.
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This map excludes initiatives and grantees that are networks or individuals rather than organizations, in which the State of California participates, or that are
not located in California:

Health Care Innovation Awards. Six grantees based in other states list California in their geographic reach: Institute for Clinical Systems Improvement;
National Health Care for the Homeless Council; Rutgers Center for State Health Policy, State University of New Jersey; Trustees of Dartmouth College;
University of Arkansas for Medical Sciences; and University of North Texas Health Science Center.

Innovation Advisors Program. Five individuals in California were selected: Parag Agnihotri, MD (Medical Clinic of Sacramento); Zahra Esmail, DO (White
Memorial Medical Center); Paula Suter, MA, RN (Sutter Health); Sharon Tapper, MD (Palo Alto Medical Foundation); and Alen Voskanian, MD (VITAS
Innovative Hospice Care).

Medicaid Emergency Psychiatric Demonstration. The State of California is a participant.

Medicaid Incentives Program for the Prevention of Chronic Diseases. The State of California is a participant.

Partnership for Patients. This effort to reduce hospital errors and readmissions uses 26 Hospital Engagement Networks, including hospital associations
and health systems, through which hundreds of California hospitals are offered tools and processes to improve patient safety.

State Innovation Models Initiative. The State of California is a participant. 

 
 

1438 Webster Street #400, Oakland, CA 94612
Tel: 510.238.1040 Fax: 510.238.1388 MAP

1415 L Street #820, Sacramento, CA 95814
Tel: 916.329.4540 Fax: 916.329.4545 MAP

© 2013 California HealthCare Foundation. All Rights Reserved.
Terms of Use | Privacy Policy

Home

About CHCF

Jobs

Grantee Resources

Recent Publications

Health Care Almanac

Chart à la Carte

Contact Us

Media Resources

Monthly Newsletter

Enter Email  

 Facebook

 Twitter

 YouTube

 Pinterest

   

Pinpoint: Innovation Center Grantees in California - CHCF.org http://www.chcf.org/publications/2013/02/cmmi-map

2 of 2 3/15/2013 1:31 PM



 

 

Early Experience 
With A New 
Consumer Benefit:  
The Summary of 
Benefits and 
Coverage 

 
 
February 27, 2013 

AUTHORED BY

Lynn Quincy 
 
 
SPONSORED BY 

Consumers Union 

 



 

2 — C0NSUMERS UNION — FEBRUARY 2013 — WWW.CONSUMERSUNION.ORG 

 

Table of Contents 
 
Executive Summary___________________________________ 4 

Introduction ________________________________________ 6 

Research Approach ___________________________________ 7 

Target Audience________________________________________ 7 

Nationally Representative Survey ____________________________ 7 

Respondents __________________________________________ 8 

Survey Findings _____________________________________ 9 

Low Rates of Awareness __________________________________ 9 

High Rates of Satisfaction Among Those Who Viewed the Summary _____ 11 

Little Consensus on Problems with the Summary__________________ 12 

Coverage Examples Rarely Viewed ___________________________ 13 

The SBC Ranked Highly Among All Sources of Health Plan 
Information___________________________________________ 15 

Impressions Were Even More Favorable When Shoppers Were 
Careful Reviewers of The Form______________________________ 17 

Anecdotal Reports from Fall Enrollment___________________ 19 

Anecdotal evidence suggests some carriers are not fully aware of their 
obligation to provide this document __________________________19 

Some SBC Are Being Completed With Errors ___________________ 20 

SBCs Aren’t As Uniform as Intended _________________________ 20 

Conclusion and Recommendations _______________________ 22 

 

 



 

3 — C0NSUMERS UNION — FEBRUARY 2013 — WWW.CONSUMERSUNION.ORG 

 

Acknowledgements  
 
This report was conceived and executed by Consumers Union, the policy and 
advocacy arm of Consumer Reports.  While Lynn Quincy, Senior Health Policy 
Analyst at Consumers Union, led the study and is the primary author of this 
report, Mark Kotkin, director of survey research at Consumer Reports, and David 
Gopoian, Senior Researcher, oversaw the nationally representative survey, 
analyzed the raw survey data and reviewed this report. 
 

About the Author 
  
Lynn Quincy is a Senior Health Policy Analyst at Consumers Union.  Ms. Quincy 
works on a wide variety of health policy issues, with a particular focus on 
consumer protections, consumers’ health insurance literacy and health insurance 
reform at the federal and state levels. Her recent work includes studies testing 
consumer reactions to new health insurance disclosure forms; launching an 
initiative to measure consumers’ health insurance literacy, a study that explores 
consumer friendly approaches to actuarial value estimation and a study that 
examines the use of “choice architecture” in health plan chooser tools.  Work in 
progress includes consumer testing explanations of the new premium tax credit.  
Ms. Quincy also serves as a consumer expert in several venues: as a consumer 
representative with the National Association of Insurance Commissioners, a 
member of the Covered California Plan Management Advisory Workgroup and on 
the technical expert panel advising the development of new exchange enrollee 
satisfaction surveys.   
 
Prior to joining Consumers Union, Ms. Quincy held senior positions with 
Mathematica Policy Research, Inc., the Institute for Health Policy Solutions and 
Watson Wyatt Worldwide (now Towers Watson). She holds a master's degree in 
economics from the University of Maryland.  
 
 
 
   
 

 



 

4 — C0NSUMERS UNION — FEBRUARY 2013 — WWW.CONSUMERSUNION.ORG 

 

Executive Summary  
 
The Affordable Care Act calls for a new, standardized method of communicating 
health coverage information to consumers. This new document is called the 
“Summary of Benefits and Coverage” (SBC or Summary). This is far reaching 
policy  is intended to benefit all consumers shopping for or enrolling in private 
health insurance coverage – approximately 170 million consumers.   
 
This study examines how consumers fared during the first open enrollment 
period when the Summary was available–the Fall of 2012. Using a nationally 
representative survey and anecdotal stories provided by consumers, we learned: 

  Awareness of the new benefit is low.  Just 50 percent of consumers who 
shopped for or renewed private health insurance coverage recalled seeing the 
Summary.  Rates were even lower for those who shopped for coverage on 
their own in the non-group market. 

  Among shoppers that did see the Summary, their impressions were very 
favorable. Over 50% were very or completely satisfied with the specific 
features of the SBC, with very few expressing any dissatisfaction. When asked 
to rate the helpfulness of the SBC against other common sources of health 
plan information, the SBC was rated as helpful most often, followed by 
employer provided health plan comparisons (for those shopping for employer 
coverage) and by lists of participating doctors and Health insurer's brochure 
(for those shopping in the non-group market).  

  When asked specifically about problems with the Summary, respondents 
were evenly divided over whether there was too much or too little 
information in the form, suggesting a wide variety of consumer preferences 
for the amount of content.  

  Few consumers reported seeing the new feature called “Coverage Examples.”  
These “examples” show how much the plan would pay for a hypothetical 
medical scenario, like having a baby. While these examples tested very well 
with consumers, they are near the back of the multi-page Summary which 
may explain why few consumers recalled seeing them.  

 
These findings show that consumers value a uniform, consumer-friendly method 
of conveying health plan information – a finding reinforced by other research.  
We find it significant that, when consumers are aware of the SBC, they routinely 
find it more helpful than other types of health plan information also available to 
them.   
 
Low rates of awareness among plan shoppers show that much more needs to be 
done to publicize consumers’ rights to the SBC.  A limited amount of anecdotal 
evidence suggests that insurers may need to improve dissemination to shoppers 
and current enrollees, particularly in the non-group market.   

 
 
When 
consumers are 
aware of the 
SBC, they 
routinely find it 
more helpful 
than other types 
of health plan 
information 
available to 
them. 
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HHS may want to test moving the coverage examples closer to the front of the 
form to see if this increases consumers’ awareness and use of this new feature. 
HHS may also want to be guided by consumers’ suggestions for additional 
medical scenarios to be added to the coverage examples in the SBC, such as an 
example illustrating out-of-network coverage or a trip to the emergency room.   
 
When these recent findings are viewed in conjunction with earlier evidence from 
pre-testing the Summary form, it suggests there is tremendous upside to 
continue to refine and promote the new SBC form.  Ensuring that accurately 
completed forms are routinely provided to consumers is likely to improve 
consumer confidence when shopping for coverage and make our health insurance 
markets more competitive.   
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Introduction 
 
The Affordable Care Act calls for a uniform health insurance “Summary of 
Benefits and Coverage” (SBC or Summary) to be provided to all consumers 
shopping for or enrolling in private health coverage – over 170 million 
consumers.1  For the first time, this new disclosure standardizes the display of 
health insurance information regardless of who offers it. For example, spouses 
with an offer of coverage from both their employers can use this form to compare 
the two offers on an apples-to-apples basis.  
 
There is wide-spread evidence – including Consumers Union’s own testing – that 
shows traditional health plan summaries are often impossible for consumers to 
decipher, especially with respect to cost-sharing and the overall amount of 
coverage being offered.2  The evidence also shows that consumers dread shopping 
for coverage. Together, these barriers undermine consumers’ ability to find the 
health plan that is right for them.   
 
Early consumer testing of the SBC indicated that the new form could be very 
useful to consumers. Consumers liked the uniform format because they could line 
up Summaries from different carriers and more easily compare them.3 Further, 
the summaries contain a new feature called the Coverage Examples. These 
examples show, for the first time, how much health care costs and how much the 
plan would pay for selected medical scenarios (Exhibit 1).  Testing showed that 
this information greatly increased consumers’ willingness to make a health plan 
selection and increased their confidence in the selection.4  Furthermore, polling 
indicates that a standardized health insurance summary is highly valued by 
consumers.5    
 
This initial research suggests that the new Summaries could be transformative – 
if consumers know about their new benefit and can easily access their Summary.  
 
This study explores how policy translated into reality by examining how 
consumers fared during the first season of SBC use – health plan open 

                                 
1 Decoding Your Health Insurance: The New Summary of Benefits and Coverage, Families USA, May 
2012. 

2 L. Quincy, What’s Behind the Door: Consumers’ Difficulties Selecting Health Insurance, Consumers 
Union, January 2012. 

3 Consumers Union and People Talk Research, Early Consumer Testing of New Health Insurance 
Disclosure Forms, December 2010 and America’s Health Insurance Plans Focus Group Summary, JKM 
Research, October 2010. 

4 Consumers Union and Kleimann Communication Group, Early Consumer Testing of the Coverage 
Facts Label: A New Way of Comparing Health Plans, August 2011 and America’s Health Insurance 
Plans [and] Blue Cross Blue Shield Association Focus Group Summary, JKM Research, May 2011.  

5 Kaiser Health Tracking Poll, November 2011. 

Exhibit 1:  
Coverage Example 
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enrollment during the Fall of 2012. Specifically, we sought to understand 
consumer awareness of, and reactions to, the SBC.   
 

Research Approach 
 
The majority of our findings are informed by a nationally representative survey 
commissioned by Consumers Union and conducted in December 2012. This 
information was augmented with consumer stories and other anecdotal data from 
selected stakeholders.  
 
Target Audience 
 
Household insurance decision makers between the ages of 18-64 who shopped 
for private coverage on their own or went through open enrollment with their 
employer in the Fall of 2012.  This population includes federal6 and state 
employees but excludes those shopping for PCIP, Medicaid, CHIP, Medicare, 
Medigap, Medicare Advantage, Medicare Part D drug plans or military coverage 
such as TRICARE or Veteran’s benefits. 
 
Below, we refer to this group as “people who shopped for coverage” in the Fall of 
2012. We intend the phrase to include those who enrolled in coverage with their 
employer, even if they just renewed coverage they already had. We include in this 
group people who shopped for private coverage, even if they didn’t end up 
enrolling in the coverage.  
 
Nationally Representative Survey 
 
We used GfK’s (formerly Knowledge Networks) online panel for the survey. This 
KnowledgePanel® is a nationally representative probability sample of the U.S. 
adult population.  Initially, participants are chosen scientifically by a random-
selection of telephone numbers and residential addresses.  Persons in selected 
households are then invited by telephone or by mail to participate in the web-
enabled KnowledgePanel®.   Panel respondents who do not have Internet access 
are provided with Internet service and free laptop computers by Knowledge 
Networks, to ensure that panel respondents are representative of the national 
population and are not limited only to those who already use the Internet. 
 
A complete description of this survey, including the questionnaire, is available by 
contacting Consumers Union.  
 

                                 
6 While the Affordable Care Act doesn’t require the form for Federal workers, the U.S. Office of 
Personnel Management enacted a rule requiring the SBC be provided by carriers offering coverage to 
federal employees. https://www.opm.gov/healthcare-insurance/healthcare/carriers/2012/2012-22.pdf 
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Respondents 
 
Just over one thousand respondents met our screening tests to identify those who 
shopped for private health coverage in Fall of 2012. The vast majority of 
respondents enrolled in employer coverage during the Fall of 2012, although 6 
percent enrolled in non-group coverage and four percent were “shoppers” who 
did not end up enrolling in any coverage (Exhibit 2).  
 

EXHIBIT 2 — RESPONDENTS BY TYPE OF SHOPPING, FALL 2012 

Type of Shopping Distribution of Respondents 

 

Covered by a health plan through my employer, family 

member’s employer or former employer 
90% 

Covered by a health plan that was purchased privately 6% 

Shopped for but did not enroll in health insurance 4% 

All Respondents 100% 

Source: Consumers Union Survey  
 
 
For the full sample, sampling error was 3.9% at the 95% confidence level.  For the 
subset of respondents who recalled viewing the SBC Form sampling error was 
5.5% at the 95% confidence level.  Sampling error is a term used to describe the 
range of possible results when survey findings are generalized to the entire 
population of the county.  In this case, the sampling error estimates the most 
accurate percentage for the result and the range within which we would expect 
the true value to fall 95 times out of 100.  
 
Respondents were shown an image of page 1 of the SBC to ensure that their 
responses did not apply to a different summary they may have received.  Many of 
the respondents were renewing coverage they already had and many of them did 
not have a choice of plans. Our analysis explores these factors.  
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Survey Findings 
 

Low Rates of Awareness 
 
Only 50 percent of respondents recalled seeing the SBC when they renewed, 
enrolled in or shopped for coverage in the Fall of 2012 (Exhibit 3).  Rates were 
significantly lower (approximately 35%) among those who shopped in the non-
group market, had COBRA coverage or didn’t end up enrolling in a plan.  
 

EXHIBIT 3 — HALF RECALLED SEEING THE SBC WHEN THEY SHOPPED 

By Type of Coverage (After being shown an 

image of page 1 of the 

SBC) 

Do you recall viewing a 
similar form when you last 
shopped for, enrolled in, 
or renewed a health plan? 

All 

Respon

dents Current 

Employer 

(incl 

spouse's) 

COBRA or 

Other  

Employer-

Based Health 

Plan 

Private 

Plan 

No 

Health 

Plan 

Yes, saw the form 50% 53% 36% 35% 36% 

No, did not see the form 30% 29% 37% 37% 31% 

Not sure 20% 19% 26% 28% 33% 

All Respondents 1,076 906 61 61 49 

      

Source: Consumers Union Survey.  Subsamples of less than 100 respondents should be regarded 
with caution.  
 
While type of coverage seems to impact whether or not consumers saw the SBC, 
among those that saw the form, their opinions about the form did not differ by 
type of coverage. 
 

 
 
Only 50 percent 
of respondents 
recalled seeing 
the SBC when 
they shopped for 
coverage. 
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Among those who didn’t recall seeing the form, about one quarter recall seeing a 
reference to the SBC but did not follow up on it (Exhibit 4).  
 

EXHIBIT 4 — RESPONDENTS WHO DIDN’T SEE THE SUMMARY, FALL 2012 

Although you do not recall viewing the new Summary 
of Benefits and Coverage form, do you remember 

seeing a postcard, or an Internet link, that described 
how to obtain one? 

Percentage 

I recall the Internet link to the form but I did not  click it 17% 

I recall a postcard, but I didn’t mail it to request the 

form 
7% 

I recall some other method of obtaining the form, but 

didn't pursue it.  
5% 

None of the above 73% 

All Respondents 540 

Source: Consumers Union Survey  
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High Rates of Satisfaction Among Those Who Viewed the 
Summary 
 
Among respondents who viewed the form (n=534), most were very satisfied with 
the specific features (Exhibit 5). Very few reported any dissatisfaction.  
 

EXHIBIT 5 — HIGH LEVELS OF SATISFACTION WITH THE SBC 

Please indicate how satisfied you 
were with the following aspects of 
the Summary of Benefits and 
Coverage form. 
 

Percent 

responding 

completely or 

very satisfied 

Fairly Well 

Satisfied 

Somewhat to 

Completely 

Dissatisfied 

It provided me with  useful 

information to help me select the 

best health plan available 

61% 31% 9% 

The format allowed easy 

comparison of health plan options 
57% 33% 9% 

Clear presentation of the benefits 

and costs of the health plan  
56% 35% 9% 

Completeness of information 

presented about health plan  
53% 41% 6% 

Enough information was presented 

about getting care out-of-network 
52% 36% 13% 

Understandable presentation of 

the "fine print" (e.g.,  terms, 

conditions, and limitations of 

coverage in health plan) 

43% 43% 14% 

All Respondents 
526-533  

(not every respondent answered every question) 

Source: Consumers Union Survey  
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Little Consensus on Problems with the Summary 
 
Shoppers who saw the SBC were asked specifically if they felt there were any 
problems with the form. When a problem was identified, there was little 
consensus around the nature of the problem (Exhibit 6). Indeed, respondents 
were almost evenly divided over whether the form had too little or too much 
information.  
 

EXHIBIT 6 — LITTLE CONSENSUS ON PROBLEMS WITH THE FORM 

Which, if any, of the following would you identify as 
problems with the Summary of Benefits Coverage 
form? 

Percentage 

There was too much information to absorb - the form 

was too long 
21% 

There was too little information about each plan 17% 

The language used in the form was too technical, legal, 

or full of jargon 
16% 

It was not clear how consumers were supposed to use 

this information  
16% 

The format of the form did not allow an easy 

comparison of the health plan options 
13% 

Other :_______ 3% 

Base 537 

Notes: Respondents could select more than one problem and 14% of respondents did so. 46 
respondents replied “no problem” or similar in the “other” category and these were removed from the 
distribution so that only “other problems” are included in this table. The order of the fixed responses 
was randomized.  
 
The “other” responses noted general confusion or that something wasn’t clear  
(5 responses), needed more/better information on out-of-network costs (2 
responses), wellness disclaimer wasn’t clear (1 responses) or would like “prices 
next to benefits.” 
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Coverage Examples Rarely Viewed 
 
As noted above, the SBC includes a feature called Coverage Examples. This 
feature is new to consumers – traditional health plan summaries rarely show how 
much the plan would pay for a specific medical scenario.  
 
When the prototype was pre-tested with consumers, these examples proved very 
helpful to consumers. 7  In this survey, half of respondents did not recall seeing 
these examples (located near the end of the multi-page form) and twenty percent 
reported they did not find the examples helpful (Exhibit 7).  
 

EXHIBIT 7 — COVERAGE EXAMPLES RARELY VIEWED 

Were the two "Coverage Examples" showing plan 
benefits and bottom line costs for "having a baby" and 
"diabetes" helpful to you? 

Percentage 

Yes 26% 

No 22% 

Don't recall seeing this part 52% 

All Respondents 532 

Source: Consumers Union Survey  
 
The U.S. Department of Health and Human Services (HHS) has committed to 
providing up to six examples, although only two were required in the Fall of 2012 
– “having a baby” and “treating diabetes.” All respondents who saw the SBC were 
asked which additional example they would like to see.  Responses which were 
fairly evenly divided over a number of scenarios, with a significant percentage 
being unsure of which they would prefer (Exhibit 8).  
 

                                 
7 Consumers Union and Kleimann Communication Group, Early Consumer Testing of the Coverage 
Facts Label: A New Way of Comparing Health Plans, August 2011 and America’s Health Insurance 
Plans [and] Blue Cross Blue Shield Association Focus Group Summary, JKM Research, May 2011.  
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EXHIBIT 8 — COVERAGE EXAMPLES RARELY VIEWED 

If you could add an additional scenario illustrating plan 
benefits, what would your first choice be?  

Percentage 

Getting care out-of-network 21% 

Trip to Emergency Room for broken leg 20% 

Care received by a typical family with children 17% 

Heart attack 6% 

Treatment of breast cancer 5% 

Other 3% 

Not sure 28% 

All Respondents 531 

Note: The presentation of these items was randomized. Source: Consumers Union Survey  
 
When completing the “other” response, consumers answered: 
 

 Inpatient hospital for surgery (3 responses) 
 Illustrate preventive care vs. non-preventive care (2) 
 Mental health coverage (1) 
 Multiple Sclerosis (1)  
 Coverage not available while traveling (1) 
 Care for a family with health problems (1) 
 “Total care” (this may be all care for a year) (1)  

 
During development of the form, a breast cancer scenario was tested but not 
included in the initial requirements for the SBC. Because of the high charges 
associated with this scenario (roughly $100,000), this example generated the 
biggest consumer response among the three that were tested. Seeing that medical 
care can result in unexpected, very high charges reminded consumers that having 
health insurance protects families.8  Hence, a high cost scenario like breast 
cancer or heart attack may help consumers, even if they don’t report it on a 
survey such as this one.  
 

                                 
8 Ibid.  
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The SBC Ranked Highly Among All Sources of Health Plan 
Information 
 
Among shoppers that saw the SBC, this source of information ranked above other 
sources of information in terms of helpfulness (Exhibit 9).  
 
For those with employer-based coverage, employer provided plan summaries also 
ranked highly, followed by lists of participating doctors provided by health plans. 
Advice from co-workers, friends and family, the HR department or the insurer 
provided documents were also found helpful by just over half of respondents with 
employer coverage who saw the SBC.  
 

EXHIBIT 9 — HELPFULNESS OF SBC, COMPARED TO OTHER SOURCES OF 

INFORMATION 

Percent finding this source of information very or 

somewhat helpful 
Source of Information 

Shopped for Employer 

Coverage  

Shopped for private, non-

group coverage 

The Summary of Benefits and Coverage 

Form 
89% 90% 

Employer-prepared health plans 

comparison 
78% N/A 

Lists of participating doctors provided by 

health plans 
76% 81% 

Health insurer's brochure 66% 78% 

Advice from employers' Human 

Resources Department 
61% N/A 

Advice from friends and family 57% 71% 

Advice from co-workers 55% 39% 

Health plan ratings viewed on the 

Internet 
49% 67% 

Broker or agent's advice N/A 58% 

Health insurer's renewal letter N/A 45% 

All Respondents 477-493 35-38 

Note:  Subsamples of less than 100 respondents should be regarded with caution.  Source: Consumers 

Union Survey.   

 
 
The SBC was 
ranked as very 
or somewhat 
helpful more 
often than other 
documents. 
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Among those who shopped for coverage in the non-group market, the SBC was 
ranked as very or somewhat helpful more often than other documents. Other 
sources that also ranked highly include lists of participating doctors and 
brochures from health insurers. Unlike those shopping for employer coverage, 
advice from co-workers was cited as helpful for shoppers in this market only 39 
percent of the time.  
 
We asked a similar question of those who shopped for coverage in the Fall of 
2012 but did not recall viewing the SBC.  In terms of the relative importance of 
each source of information, their responses were very similar to those who did 
view the SBC, once the SBC is removed as an option (Exhibit 10). For example, 
among the choices, employer provided health plan comparison were ranked as 
very or somewhat helpful more often than other sources.  
 
Interestingly, almost all information sources were ranked as helpful less often 
compared to the group that viewed the SBC. For example, those viewing the SBC 
found “Employer-prepared health plans comparisons” very or somewhat helpful 
78 percent of the time compared to 61 percent for the group that didn’t view the 
SBC.  
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EXHIBIT 10 — HELPFULNESS OF SOURCES OF INFORMATION, AMONG THOSE 

WHO DIDN’T VIEW THE SBC 

Percent finding this source of information very or 

somewhat helpful 
Source of Information 

Shopped for Employer 

Coverage  

Shopped for private, non-

group coverage 

The Summary of Benefits and Coverage 

Form 
N/A N/A 

Employer-prepared health plans 

comparison 
61% N/A 

Lists of participating doctors provided by 

health plans 
56% 70% 

Health insurer's brochure 48% 71% 

Advice from employers' Human 

Resources Department 
56% N/A 

Advice from friends and family 49% 56% 

Advice from co-workers 57% 29% 

Health plan ratings viewed on the 

Internet 
28% 33% 

Broker or agent's advice N/A 27% 

Health insurer's renewal letter N/A 49% 

All Respondents 454-465 60-62 

Note:  Subsamples of less than 100 respondents should be regarded with caution.  Source: Consumers 

Union Survey.   

  
Impressions Were Even More Favorable When Shoppers 
Were Careful Reviewers of The Form 
 
Among all consumers who shopped for private coverage in the Fall of 2012, a 
significant portion did not have a choice of plans (Exhibit 11).  Even among those 
with a choice of plans, many did not seriously weigh alternatives. 
 
Only 36 percent of employer-based respondents seriously weighed other health 
insurance options, compared to over 50 percent of those shopping in the non-
group market. Twenty-eight percent of employer-based shoppers reported only 
one choice of plan.  
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Surprisingly, 21 percent of non-group shoppers reported they had no choice of 
plans. These may be shoppers who were locked into their plan due to their pre-
existing medical conditions, or perhaps they felt they lacked meaningful choices 
due to the high cost of coverage in this market.  
 
EXHIBIT 11 — CHOICE OF PLANS AMONG ALL SHOPPERS (WHETHER OR NOT 

SBC VIEWED) 

Which of the following best describes 
your choice of health plans in recent 
months? 

Shopped for Employer 

Coverage 

Shopped for Individual 

Coverage 

I had only one choice of plans 28% 21% 

I had more than one choice, but I really 

didn't weigh other options 
37% 26% 

I had more than one choice, and I 

seriously weighed other options 
36% 54% 

All Respondents 968 99 

Source: Consumers Union Survey 
 
Not surprisingly, among those that recalled seeing the SBC, those who seriously 
weighed more than one health coverage option reported they were more likely to 
read the SBC “very carefully.”  
 
Those who read the SBC “very carefully” were more likely to report that they 
found the SBC features “very helpful.”  When asked about perceived problems, 
they were more likely to report that the jargon was too technical than to report 
being dissatisfied with the amount of information in the document. 
  
Relatively few respondents reported not reading the form carefully. When asked 
why, the dominant reason was “I knew I would renew my old plan and did not 
feel the need to review [the SBC] more carefully.”   
 

 
 
Shoppers who 
seriously 
weighed more 
than one health 
coverage option 
more likely to 
read the SBC 
very carefully . 



 

19 — C0NSUMERS UNION — FEBRUARY 2013 — WWW.CONSUMERSUNION.ORG 

 

Anecdotal Reports from Fall Enrollment 
 
Survey data provides a comprehensive, nationally representative overview of SBC 
awareness around the country and it can suggest areas for further investigation 
but it isn’t always nuanced enough to tell us what policy changes, if any, might be 
indicated.  
 
Therefore, we also solicited consumer experiences via an online feedback tool and 
other methods.  Further, we spoke with experts at Consumers Checkbook.   
Consumers Checkbook is a popular tool that provides comparative health plan 
data to federal employees, encompassing 248 different health plans.  As such, we 
were interested in their experience trying to gather SBCs in order to populate 
their comparison tool.  
 
Anecdotal Evidence Suggests Difficulty Obtaining SBC 
 
Significantly, Checkbook experts reported difficulty obtaining the SBC for about 
50 percent of plans and, as they put it, “we knew what we were looking for.”  
 

EXHIBIT 12 — EASE/DIFFICULTY OF OBTAINING SBCS FOR FEHB PLANS 

Ease or Difficulty Percentage 

SBC relatively easy to find on plan website 50% 

SBC difficult to find on plan website or had to call and 

request 

35% 

Never found SBC and plan rep did not return call  15% 

Total Number FEHB Plans 248 

Source: Staff at Consumers Checkbook 
 

Checkbook staff suggested that the name of the document – “Summary of 
Benefits and Coverage” – was too similar to other insurance documents and 
insurer staff may not yet be trained in what term refers to.   
 
This is similar to the experience of a Pennsylvania consumer who had 
tremendous difficulty obtaining a correct SBC.  The health plan sent him the 
wrong document when he directly requested the SBC (see Side Bar: Even When 
You Know What to Ask For…). 
 
These anecdotal reports – reinforced by our survey data – suggest that insurers 
need to do more to ensure that consumers can easily access their SBC.  
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Some SBC Contained Errors 
 
Several SBC documents that we received from consumers contained errors, 
particularly with the coverage examples (see Side Bar). There is no way to tell 
how wide-spread this problem is, but it bears closer monitoring by state 
insurance departments and HHS.  
 
SBCs Aren’t As Uniform as Intended 
 
In the first year of use, it is not surprising that the rules intended to standardize 
the language facing consumers were not always followed, or in some cases, that 
the rules didn’t address areas where standardization was needed.  
 

EVEN WHEN YOU KNOW WHAT TO ASK FOR… 
 
A consumer in Pennsylvania had a very poor experience obtaining an accurate 
SBC, including:  

 Customer called his carrier to request an SBC, but customer was sent a 
different document, identified as the “Personal Choice Welcome Kit,” 
that didn’t include the SBC. Customer was not directed to the SBC 
online. 

 On his own, customer looked for the SBC online. The SBC was not 
prominent or easy to locate.  Customer was able to locate it but only 
after entering his login information. Hence, the SBC description was not 
available to shoppers who don’t yet have login information as they aren’t 
yet enrollees (a violation of federal rules).  

 Once obtained, the SBC was found to have several errors including: (a) 
maternity is not covered by this plan but the carrier failed to list it on 
page 7 “Services your plan does NOT cover;” and (b) the coverage 
example “Managing Type 2 Diabetes” shows that plan pays all but $80 
of these services. This is incorrect given the $5,000 deductible 
associated with these services.  

 When the customer brought the Managing Type 2 Diabetes error to the 
attention of the carrier, he was told that it “didn’t matter because the 
document clearly says that it is not a cost-estimator.” 

 Bringing these problems to the attention of the PA Department of 
Insurance provided no remedy, as the department noted it was not 
authorized to enforce the rules.  
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An example from Consumers Checkbook:  one of the common medical events for 
which coverage is described is “preventive services.”  As required by the ACA, 
these services are required to be covered without cost-sharing – something that 
should be fairly simple to convey to consumers. Yet in the “limitations and 
exceptions” column of the SBC, plans reported a wide variety of “exceptions” for 
this service, undermining the main idea of uniform treatment across plans:  
 

 “under unique circumstances” plan may pay out-of-network 
 “age and frequency schedules may apply”  
 “none”  
 “preventive services required by ACA covered in full”  
 “limited to one per year for each covered service”  
 "benefit includes 8 age or periodicity limits that vary…" 
 "one routine exam per person every calendar year."  

 
While all of these statements may be technically accurate, any differences are 
extremely rare and probably should not be mentioned in this Summary 
document.  
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Conclusion and Recommendations 
 

These findings confirm earlier evidence that consumers will benefit from the new 
Summary of Benefits and Coverage.  In this nationally representative survey, they 
report finding the SBC one of the most helpful sources of plan information 
available to them. But low rates of awareness and problems with insurer 
provision of the form suggest that much more needs to be done to publicize 
consumers’ rights to the SBC and to improve standardization and accuracy of the 
document.  
 
The survey data and anecdotal evidence suggests that insurers may need to make 
it easier for shoppers and current enrollees to access their SBC, particularly in the 
non-group market. In some cases, additional training of staff answering 
consumer help lines and reviews of SBC for accuracy may be needed.  
HHS may want to test moving the coverage examples closer to the front of the 
form to see if this increases consumers’ awareness of this new feature. HHS may 
also want to be guided by consumers’ suggestions for additional scenarios to be 
added to the coverage examples in the SBC.  
 
We believe this study demonstrates the value of monitoring early experience with 
new consumer disclosures to see if policy goals are being achieved, and so 
adjustments can be made accordingly. We would like to see a mixed-methods 
approach to monitoring become a regular practice of federal and state agencies 
that provide new disclosures to consumers.  
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BACKGROUND 

Objectives 

To explore the meanings and emotions communicated by 

several creative concepts related to branding efforts for the 

Kentucky Healthcare Exchange. 
 

Specific objectives included… 

 

• Understanding what, if anything, respondents know about Healthcare Reform 

in general and the Kentucky Health Benefit Exchange in particular. 

• Exploring the meanings and emotions communicated by alternative names, 

logo designs and taglines for the Kentucky HBE. 

• Understanding which creative elements are most meaningful and relevant to 

respondents. 
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BACKGROUND 

Methods 

A total of twelve focus groups were conducted in Louisville, 

London and Paducah, KY December 3-7, 2012.   
  

A total of 106 respondents were recruited for 72 to show. 

   

• 4 focus groups consisted of Economically Disenfranchised respondents, who 

do not have health insurance.  

 

– Approximately 50% of these respondents were recruited to be 18-49 

years old, with children in the household and at or below the poverty line. 

  

– Approximately 50% were recruited to be 36-60 years old and lower to 

middle income (above poverty line) but can be newly retired but not 

eligible for Medicare. 
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BACKGROUND 

Methods 

• 3 focus groups consisted of 25-64 year olds with at least some college, self-

employed but cannot afford an individual plan or do not see the value of 

having one. 

 

• 3 focus groups consisted of Small Business Owners with 49 or fewer 

employees who because of high costs have not been able to offer an 

insurance plan to all of their employees 

 

• 2 focus groups consisted of Primary Care Physicians who have had or 

anticipate having discussions with their patients about how health care reform 

will affect them. 
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GENERAL 

INSIGHTS 
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GENERAL INSIGHTS 

A lack of knowledge 

Most respondents – even physicians and business owners 

– expressed little knowledge of the Affordable Care Act and 

its implications. 
 

A vague understanding at best… Most healthcare consumer 

respondents expressed only a vague understanding of Healthcare Reform. 

Many said they are aware that the law will require them to have insurance but 

they know little of what this actually means, how they will access health 

insurance options in the future, or what, if any, subsidies they might qualify for. 

 

Little knowledge of the HBE… Respondents also expressed little 

knowledge of the Health Benefit Exchange and how it might work in Kentucky. 

 

• This lack of knowledge was consistent across Disenfranchised, Self-

Employed and Small Business Employer groups. Knowledge of the 

Healthcare Reform law varied widely among physicians, with some claiming 

to have read a great deal and others saying they knew little about it. However, 

almost all physicians expressed little knowledge of the HBE and its 

implications for them and their patients. 
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GENERAL INSIGHTS 

Feelings of uncertainty 

Because of their lack of knowledge, many respondents 

expressed feelings of uncertainty and suspicion about 

Healthcare Reform. 
 

Complicated and confusing… These feelings are fueled by existing 

perceptions that healthcare in general and health insurance in particular are, and 

always have been, complicated and confusing.  

 

Less choice, more control… In addition, many assume they are going to 

experience less choice and more government control in a post-Healthcare Reform 

world. 

 

• These feelings tended to be consistent across segments with the Disenfranchised, 

Self-Employed, Small Business owners and several physicians assuming more 

control and less freedom as a result of the Affordable Care Act. 

 

• However, it should be noted that a few respondents in each market – particularly 

among the Disenfranchised – had positive perceptions of Healthcare Reform. 
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GENERAL INSIGHTS 

Feelings of uncertainty 

The fact that many are confused about Healthcare Reform and 

assume it will result in less choice creates feelings of skepticism, 

on the one hand, and constraint and powerlessness on the other. 
 

Indeed, many respondents are deeply suspicious about what Healthcare Reform will bring 

and pessimistic about whether it will make a meaningful, positive difference in their lives. 

Complicated and 

Confusing 

Skeptical, 

Suspicious 

Limiting, 

Controlling 

Constrained, 

Powerless 

Healthcare 

Reform is….  

Therefore, I 

feel… 

Current beliefs and emotions 



 

10 

 

GENERAL INSIGHTS 

Most relevant designs 

The Kentucky HBE brand names, logo designs and taglines that 

respondents found the most relevant were those that helped 

overcome these feelings and reassure them. 

Complicated and 

Confusing 

Skeptical, 

Suspicious 

Limiting, 

Controlling 

Constrained, 

Powerless 

Healthcare Reform 

is….  

That makes me feel… 

But the most relevant 

designs make me 

feel… 

Comforted, 

Reassured 

Open,  

Free 
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MOST RELEVANT 

DESIGNS 
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MOST RELEVANT DESIGNS 

Most relevant designs 

In particular, these two designs projected feelings of 

approachability, optimism and openness that respondents 

found “comforting,” “hopeful” and “reassuring.”  
 

These feelings helped to counteract the skepticism and doubt many associate 

with Healthcare Reform. 
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MOST RELEVANT DESIGNS 

“A new day in Kentucky” 

The logo design of a sunrise over the state of Kentucky 

conveyed feelings of warmth, optimism and hope across 

segments of respondents.  
 

Some respondents described its message as “A new day in Kentucky.”  In general, 

it visually positioned Healthcare Reform as a reason for hope, not fear.  

This version of the design possessed an old-timey familiarity 

and, when coupled with the word “marketplace,” triggered 

thoughts of an idyllic farmer’s market, where merchants care 

about their customers. 

The different colors of this version – which was exposed to 

respondents in Louisville only – possessed a “brighter,” “more 

upbeat” feel, which contributed to the design’s overall sense of 

optimism and hope. Many also commented on the familiarity of 

the “Kentucky” blue. 
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MOST RELEVANT DESIGNS 

“A new day in Kentucky” 

The optimistic, approachable feel of the design helped soften 

the name “Kentucky Healthcare Marketplace.” 
 

Healthcare marketplace… On its own, the name received mixed 

interpretations. While some interpreted a “healthcare marketplace” as a place 

offering “options” and “choices,” others – primarily Disenfranchised respondents – 

found it somewhat threatening. For them, it evoked thoughts of large, impersonal 

marketplaces filled with risk, like “the stock market.” 

 

Thoughts of a farmers’ market… But in the context of this design, 

the concept of a healthcare marketplace was much more universally accepted 

among respondents. The design triggered thoughts of “a farmers’ market,” where 

people “care about their customers” and “know you by name.” 
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MOST RELEVANT DESIGNS 

“A new day in Kentucky” 

However, some respondents pointed out that the visual of this 

logo alone did not trigger thoughts of health, healthcare or 

health insurance the way that some other logo designs did. 
 

Needing the name for clarity… These respondents mentioned that 

without the “Kentucky Healthcare Marketplace” tagline, the visual story of this 

design would be much less clear. 

 

•  They contrasted this design with others – specifically, one featuring an outline 

of Kentucky with a medical cross integrated into it – that visually 

communicated the idea of health or healthcare. 
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MOST RELEVANT DESIGNS 

Friendly innovation 

The “kynect” logo treatment featuring lowercase letters and a 

double-pointed arrow also conveyed a friendly, welcoming  

feel that helped overcome the negative emotions associated 

with Healthcare Reform.  
 

Low stress, unintimidating… The logo’s inviting typeface, playful 

lowercase letters and soft blue color tones worked together to suggest an online 

environment that would not be stressful or intimidating.  

 

Suggesting technology… In addition, this design was strongly 

associated with technology and the internet, and – among those who responded 

positively to it – a sense of progress and innovation. The lowercase lettering and 

font, and associations with internet “connection” contributed to this meaning. 
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MOST RELEVANT DESIGNS 

Friendly innovation 

But a few respondents found this design to be too “playful,” 

describing it as “juvenile” and “childish.” Some were reminded 

of the Kinect toy brand. For them, the design’s playfulness 

tended to diminish its credibility. 

  

Few pronunciation problems… Only a few respondents struggled to 

pronounce they word “kynect” in the context of this design. The arrow “connecting” 

the ends of the word and the name “Kentucky’s Health Connection” helped clarify 

the word’s proper pronunciation. 

 

• Indeed, the pairing of this design with the tagline “Kentucky Healthcare 

Marketplace” did not seem to lead respondents to the correct pronunciation 

as quickly. 
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OTHER DESIGNS 
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OTHER DESIGNS 

“Corporate” and “impersonal” 

The “sunrise” and “kynect” designs contrasted with the 

designs below, which struck respondents as overly 

professional, stiff and corporate.  
 

Reinforcing fears of Healthcare Reform… These designs 

tended to reinforce negative perceptions of a controlling and impersonal 

government bureaucracy. They evoked thoughts of large institutions and cold, 

impersonal environments. 

 

Intimidating and unwelcoming… Instead of deriving a sense of 

solidity, trust and confidence from these designs, respondents felt intimidated 

and unwelcomed by them.  
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OTHER DESIGNS 

“Corporate” and “impersonal” 

And, as mentioned above, more respondents struggled with 

the pronunciation of KYNECT in this logo design, due to the 

different colors/shadings of the letters KY and the letters 

NECT.  
 

“Kay-why-nect”… This visual separation encouraged respondents to 

initially pronounce the word “Kay-why-nect.”  

 

Color made little difference… The alternative colors in these two 

designs appeared to make little difference in the overall meanings or emotions 

that they communicated. 
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OTHER DESIGNS 

“A medical emergency” 

For most, the cross had clear healthcare connotations. 

It reminded some of the “Red Cross;” others of “Blue  

Cross Blue Shield.” But several respondents interpreted 

this design’s visual story as being one of a “medical 

emergency” or “quarantine” for the state. 

 

The name “KY Health Link” had strong associations with 

the internet – driven by the word “Link” and the “KY” 

abbreviation. 

 

This design’s block-style, angled lettering and state 

graphic reminded respondents of “graffiti,” “t-shirt logos,” 

and “college hoodies.” As such, it projected a very 

youthful, but also “careless” and even “irresponsible” 

feel.  

“Young and careless” 
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OTHER DESIGNS 

“Tight” and “constrained” 

Without an additional design element to soften their 

meaning, the words “Kentucky Healthcare Marketplace” 

caused many respondents to think about the kinds of 

large, bureaucratic marketplaces they fear. 

 

In addition, the “tightly packed” letters of this design left 

respondents feeling “constrained.” Thus, the design 

reinforced negative perceptions of Healthcare Reform 

limiting choice and controlling decisions. 
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NAME OPTIONS 
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NAME OPTIONS 

Very different meanings 

The words Marketplace, Connection and Link convey very 

different meanings to respondents when used in HBE 

names.  

Marketplace 

Connection 

Link 

Freedom of choice, many options, best price; but 

potentially impersonal, overwhelming, uncaring 

A place for interpersonal interactions, shared 

experiences, caring; a place to find information but not 

necessarily to make a purchase. 

The internet; a web site that links you to other web 

sites; does not have its own content. 



 

25 

 

NAME OPTIONS 

The Kentucky Healthcare Marketplace 

The name “The Kentucky Healthcare Marketplace” was the most 

consistently chosen among respondents as best fitting with a 

description of the HBE. 
 

Mixed reactions on its own… However, when used outside of the context 

of any logo or art direction, the word marketplace received mixed reactions. In 

general, the concept of a marketplace is a positive among physicians and small 

business owners, for whom it symbolizes “choice” and freedom from government 

control. But for many disenfranchised and self-employed respondents, marketplace 

represents an uncaring and threatening environment where one “loses money” and 

that can be “overwhelming” and “intimidating.”  

 

• Most respondents felt that the word “The” in this name added a sense of authority 

and uniqueness to the exchange. 
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NAME OPTIONS 

The Kentucky Healthcare Marketplace 

Context matters… However, as mentioned above, the meaning and relevance 

of the word marketplace changed dramatically among disenfranchised and self-

employed respondents depending on the context of logo designs – most notably, the 

“Sunrise” logo design. In this design, the word took on a much more welcoming, 

positive feel. 

 

A place to buy…. Finally, the word “marketplace” makes it clear that the HBE is 

a resource through which one can actually purchase insurance. 
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NAME OPTIONS 

Kentucky Health Connection 

The word connection triggers thoughts of meaningful 

interactions among people who care about and understand 

each other.  
 

More interpersonal than transactional… Its connotation 

appears to be much more interpersonal than transactional. Respondents 

imagined a place where they not only connect to resources and information, but 

also to “people who care” about their well-being. 

 

A broad resource… The name “Kentucky Health Connection,” which 

also was consistently chosen across groups, suggests a resource that connects 

Kentuckians to a broad range of health and healthcare-related resources, 

including, but not limited to, insurance. 
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NAME OPTIONS 

KY Health Link 

And finally, the word link almost universally evoked 

thoughts of the internet. 
 

Links to internet sites… It appears to possess the most specific and 

least robust set of meanings of the name options tested in this research. Most 

respondents immediately thought of links to internet sites. 

 

• As such, the name KY Health Link suggested to many a site with no real 

content of its own. Rather, they imagined an internet site that merely listed 

“links” to other sites where health and healthcare related content and 

resources exist. 

 

Digital abbreviation… Interestingly, the abbreviation “KY” contributed 

to this association with the digital world, causing many respondents to think of 

the kind of short-hand that is used when texting or writing email. 
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TAGLINE OPTIONS 
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TAGLINE OPTIONS 

Accessibility is key 

Respondents connected most consistently across groups 

with taglines promising widespread accessibility of 

healthcare coverage.  
 

“Affordable” and “every”…. Many respondents identified with words 

like “affordable” and “every” as particularly powerful in their suggestion that all 

Kentuckians would be able to find an insurance plan right for them.  

 

These two taglines were the most consistently chosen across focus groups as 

best fitting a description of the Kentucky HBE. 

Affordable, quality health coverage. For every Kentuckian. 

Connecting Kentuckians to affordable health coverage. 
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TAGLINE OPTIONS 

Accessibility is key 

The tagline “Affordable, quality health coverage for 

every Kentuckian” was the most frequently chosen 

because of its straightforward, unambiguous promise 

of accessibility to quality health insurance. 

 

 

 

 

But some respondents also found the notion of 

“connecting” to affordable coverage relevant and 

meaningful. Again, this word added an interpersonal 

dimension to the tagline and, for some, suggested that 

the exchange would not just “link” them to insurance 

carriers but actually “connect” them to a specific plan 

that would be right for them.  

Affordable, quality 

health coverage. 

For every 

Kentuckian. 

Connecting 

Kentuckians to 

affordable health 

coverage. 
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QUALIFIED HEALTH PLANS AND 

PREMIUM ASSISTANCE 
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QUALIFIED HEALTH PLANS 

A tall order 

None of the alternative phrases tested in this research left 

respondents with a complete and accurate understanding of 

the intended meaning…that HBE plans are offered by 

private insurance carriers that have met certain standards. 

  
Indeed, this research suggests that it may be very difficult to communicate the 

idea of the exchange’s qualified plans with just a few words. 

Private  

Health Plans 

For most, this phrase suggested plans that are “exclusive,” 

“expensive” and “not for “everyone.” Very few respondents 

took this to mean insurance plans offered by private 

carriers. 

Commercial 

Health Plans 

This phrase was almost universally interpreted as health 

insurance plans offered by employers (as opposed to an 

individual health plan). 
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QUALIFIED HEALTH PLANS 

A tall order 

Qualified 

Health Plans 

Many interpreted this phrase to mean that they’d have to 

qualify to be eligible for the plans, rather than the plans 

having met certain standards. 

Select 

Health Plans 

This phrase suggests plans that are “the best of the best,” 

“special,” or “premium”… “like a select cut of meat.” 

Choice 

Health Plans 

This phrase triggered thoughts of “freedom of choice,” 

“variety” and “options.” 

Affordable 

Health Plans 

“Affordable” caused many to think “cheap” and 

“inexpensive.” It created expectations of plans that would 

be cheap but also not cover necessary healthcare needs. 
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PREMIUM ASSISTANCE 

Two different meanings 

The phrase Premium Assistance was clearly understood 

among some respondents – primarily the Disenfranchised – 

but not among others. Respondents interpreted it one of two 

ways.  
 

Help paying my premiums… Those who correctly interpreted the 

phrase understood that “premium” referred to their health insurance premium 

and “assistance” referred to a subsidy they would receive to help pay this 

premium. 

 

Premium customer service… But for others, this phrase meant a 

heightened level of customer service. They imagined a level of assistance to 

answer questions, identify solutions and address their health insurance needs 

that was “premium,” “special” or “exclusive” in some way. 
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RealityCheck Consulting Network, LLC 

2033 North Geyer Road  |  St. Louis, Missouri 63131 

T/ 888.464.0050  |  F/ 314.909.9098 



Focus Group Impressions 

In general, the focus groups were consistent between Paducah, London, and Louisville.  Most 

participants had very little knowledge of the ACA and the Benefit Exchange.  If they know 

anything, it is that they will have to have insurance.  However, it is not a major concern at this 

time.  This is good for the Exchange because it gives us time to educate the public and provides 

a neutral playing field.    Participants have not yet made up their mind about “Obamacare.” 

Take-Aways 

 The #1 need is education.  Even the physicians said they do not know much about the 

ACA, benefit exchanges, or how it will affect them. 

 Choice is very important, but both too many choices and too few choices are bad.  

Consumers are worried that they will be overwhelmed when it is time to make a 

decision.   The key here is that the website present rate/plan information in a user-

friendly format.  While it is not currently in the design, consumers want to be able to 

look at different plans at the same time like they do with Expedia. 

 Connection to another person is important.  We will need to emphasize our 24/7 

Contact Center, as well as Navigators/In Person Assisters who will help face to face. 

 “Affordable” and “quality” are not a natural fit.  Many thought they were mutually 

exclusive; however “quality” is more neutral than negative.  Also, affordable health 

coverage is seen currently by consumers as cheap payments with such high 

deductibles/co-pays as to be worthless.  Explaining quality and affordability will be a 

necessary focus in our education phase.   

 Healthcare coverage is definitely an economic decision for consumers who do not get it 

through their employers. 

Design Comments 

 Names 

 Important to say “Healthcare” which reads as insurance over “Health” which brings 

to mind wellness or doctors. 

 “Connection” is broader and more appealing than “Link” which reads as impersonal.   

 “Marketplace” does not initially test well bringing to mind a hectic, chaotic shopping 

experience; however, when softened by color and logo, it becomes acceptable. 

 “The” Kentucky Healthcare Marketplace was more favorable than not, but not 

essential.  “Kentucky’s” Healthcare Marketplace tested better than “Kentucky”  

Healthcare Marketplace. 

 Colors 

 Blue = Kentucky.  Consumers are comforted by blue.  As a rule, the participants were 

resistant to other logo colors. 



Logos 

 In the post focus group debriefing, it was apparent that the choice comes down to 

two logos:  the sun rise (E1) and the kynect arch (A2).  Both are seem as 

approachable.  The sun represents where Kentucky is today and its rural roots, while 

the arch was seen as a more professional, modern Kentucky. 

 The sun logo read as “hopeful,” and “a new day.”  It was seen as comfortable and 

non-threatening, universal. Consumers would go to a website with that logo.  If 

chosen, it will need some type changes.  The word “Healthcare” was perceived as 

too small and the type style read UK.  Doe Anderson is working on revisions. 

 The “kynect” logo with the arch was the logo many respondents felt best fit the 

Exchange when the Exchange was explained to them.  The arch reads as “connection 

to all people in Kentucky.”  Most participants read “kynect” as “connect.”  Older 

participants struggled a little with the name, associating it with texting.  One 

question would be how “kynect” would test with ESL citizens. 

Taglines 

 The two that tested best were: 

o Affordable, quality health coverage. For every Kentuckian. (H1) 

o Connecting Kentuckians to affordable health coverage. (K) 

 In the two physician groups, there was blow back that the words “For every 

Kentuckian” were not true.  Not everyone would be able to get insurance through 

the ACA.  Consumers did not bring that point up.  This could easily be fixed by saying 

“For Kentuckians.” 

 “Quality” is important to some people, and makes others think of the wool being 

pulled over their eyes.  As a rule, women liked “quality”, reasoning that quality is 

better than what they have now.  The men were more likely to say that anything 

affordable is not quality.  Affordable was the important concept, giving us room to  

decide if we want to include quality.      

 The idea of “connecting” was key in tagline K.  It has a personal feel to consumers.  It 

says two-way street. 

Website Terminology 

 Consumers do not relate “Premium Assistance” to help with paying your insurance 

bill.  Premium was most often read as “special or elite”.  Or, it was seen as a helpline 

to understand your premium.  We might consider “Payment Assistance.” 

 The label  “Private Health Plans” is also confusing.  It reads as expensive and 

exclusionary. All words tested had similar problems, including “Qualified,” “Select,” 

“Choice,” “Affordable,” and “Approved.”  Of those tested, “Choice” was the best 

when the concept was explained.  
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The 2012 presidential election and the Supreme 
Court decision on the Patient Protection and 
Affordable Care Act (PPACA) are solidly behind us, 
and U.S. employers will move aggressively this 
year and next to comply with the requirements 
of the health care reform law. Their actions are 
driven in large measure by a need to manage 
rising costs and to avoid triggering the 2018 
excise tax on high-cost plans. That is one of the 
key findings of the 18th annual Towers Watson/ 
National Business Group on Health (TW/NBGH) 
Employer Survey on Purchasing Value in  
Health Care.

Best Performers Spearhead change

Many respondents continue to employ strategies 
that manage costs, respond to health care 
reform, improve health care quality, and increase 
employee engagement in their personal health 
and use of health care services. But in this report, 
we’ve focused specifically on the actions taken 
by a group we call “best performers” — those 
in the top tier of respondents whose costs have 
increased over four years at a much lower rate 
than the TW/NBGH median. More than other 
respondents, these organizations are using 
emerging strategies to improve delivery and cost 

management. They are focusing on supply-side 
strategies, including vendor performance targets, 
cost transparency, value-based benefit designs 
and holding providers accountable. As a result, 
their employees’ share of health care costs are 
also lower, their total rewards packages more 
competitive and their employee value proposition 
more successful. 

A Continuing Commitment to Providing 
Benefits — at Least for Now

While U.S. employers remain committed to health 
care benefits for active employees over the next 
five years, they are redefining their financial 
commitment in the short run and are more 
reluctant to commit to coverage for employees 
over a longer period. Only 26% of respondents say 
they are very confident that health care benefits 
will be offered by their organization 10 years from 
now. This is not surprising given the breadth of 
changes that have occurred and will continue to 
occur in the health care landscape. For example, 
employers may be waiting to see whether the 
public exchanges (due to launch in 2014) will 
provide reliable alternative coverage for certain 
segments of their workforce, or even their entire 
workforce. They may want to understand how their 

 Executive Summary   

 “While U.S. employers  

remain committed to 

health care benefits for 

active employees over 

the next five years, they 

are redefining their 

financial commitment 

in the short run and 

are more reluctant to 

commit to coverage for 

employees over a longer 

period.”
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plans will fare under the 2018 excise tax provision. 
And they may want to wait and see what their 
competitors will do before they make major changes 
to their health benefit plans. 

One thing is sure: Transformative changes to health 
care delivery and financing in the U.S. — discussed 
for decades and passed into law in 2010 — have 
begun in earnest. And employers, which collectively 
are among the biggest payers in the health care 
financing system, are bound to make major changes, 
both to stay competitive and to remain influential 
stakeholders. 

Changes Ahead for Employees and, 
Especially, Retirees

Active employees and their dependents, as well 
as retirees, will be affected by coming changes. 
Employers — which by and large do not expect 
health care reform to lower their costs — will 
continue to redefine their financial commitment 
to employee health care. They will likely continue 
to seek more financial participation on the part of 
employees, either through greater across-the-board 
cost sharing or through other strategies such as 
reduced dependent subsidies.

Imminent change in employer strategy is also afoot 
for part-time employees who work 30 or more hours 
a week. For them, under the PPACA, employers may 
pay a penalty if affordable, qualified coverage is not 
made available. 

For retirees, change is coming even sooner than 
for active employees. More employers are reducing 
or eliminating their commitment to post-65 retiree 
health care, with an eye to exploring opportunities 
that the public exchanges may create for pre-65 

workers. Beginning next year, pre-Medicare retirees  
will be eligible for guaranteed coverage, potentially 
with a subsidy, depending on income through a 
completely new marketplace. Survey respondents 
have expressed a willingness to help with the cost, 
transition and communication related to alternative 
coverage for those interested in retiring before they 
qualify for Medicare. 

Our survey report provides aggregate responses 
from 583 organizations with a collective $103 
billion in total 2012 health care expenditures. Last 
year, we reported that the significant changes in 
the U.S. health care system and continually rising 
costs drove some employers to revisit their total 
rewards program (that is, the combination of basic 
rewards such as salary and benefits, performance-
based pay, and nonfinancial rewards such as training 
and education). They aimed to recalibrate their 
reward portfolio to balance cost concerns with their 
employees’ needs for competitive salary, access to 
affordable health care and a secure retirement. This 
year, the potential effect of the PPACA excise tax in 
2018 on high-cost health care plans threatens that 
balance over the long term. The survey results show 
that many more employers — including those that 
sat on the sidelines waiting for political and judicial 
clarity — will seek strategies to lower costs, improve 
health and avoid the tax. The actions of our best 
performers may well provide a playbook that others 
can follow to achieve their goals. This is especially 
true for those whose strategies and tactics have led 
to less-than-desirable financial and health results.

 “Transformative changes to health care delivery and financing in the U.S. — 
discussed for decades and passed into law in 2010 — have begun in earnest.”
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Key Themes

Employers take aggressive action 
After plan changes, average total health care costs 
per active employee are expected to reach $12,136 
in 2013, up 5.1% from $11,457 in 2012. This is the 
lowest increase in 15 years and down slightly from a 
5.2% increase in 2012. Since the mid-2000s, trend 
has moderated in the single digits, largely due to an 
increasing number of employers that manage costs 
by emphasizing employee accountability (including 
increased employee costs), and investment in 
programs and emerging technologies that support 
and cultivate a healthy and productive workforce. 
Now, with the PPACA taking effect, the excise tax 
looming in 2018 and medical trend still double 
the rate of inflation, we expect to see even more 
profound change — recalibrated strategy and 
aggressive action — among larger numbers of 
employers. More respondents say they will rethink 
plan design, and improve the quality and efficiency 
of member care. Strategies include greater 
vendor transparency, value-based pricing and new 
reimbursement models. 

Best performers set up for long-term success
Our best performers (those whose costs have grown 
over four years at or below the TW/NBGH median) 
had an average trend of 2.2%, less than half the 
mean and roughly in line with general inflation. Their 
strategies focused on efforts to contain both their 
costs and their employees’ costs so they have a 
greater share of their budget to devote to other 
aspects of their rewards, including salary increases 
and retirement, with an emphasis on value and 
effectiveness in achieving their attraction and 
retention goals. 

Marketplace changes gaining momentum
Nearly all respondents (92%) anticipate at least 
modest changes in the health care marketplace over 
the next five years, and nearly half expect significant 
changes (44%) or a complete transformation (3%). 
Many believe the adoption of emerging technologies 
such as telemedicine, mobile applications, e-visits 
and data-enabled kiosks will create new access 
points for health care delivery. Respondents also 

expect provider reimbursements to be more closely 
tied to performance — including quality of care, 
efficiency and health outcomes — than they are 
today. While 49% of respondents are optimistic 
about price transparency emerging to support point-
of-care decisions, very few (7%) expect health care 
cost increases to approach the rate of inflation in 
the next five years. 

Rising employee costs impact affordability
Employees’ share of premiums increased 8.7% 
between 2012 and 2013, with the dollar burden 
rising from $2,658 to $2,888. In fact, employees 
contribute 42% more for health care than they did 
five years ago, compared to a 32% increase for 
employers. Likewise, out-of-pocket expenses at the 
point of care continue to rise — up by 15% over 
the last two years, from 15.9% to 18.4%. The total 
employee cost share, including premiums and out-of-
pocket costs, has climbed from about 34% in 2011 
to 37% in 2013. Meanwhile, annual salary increases 
have averaged only 1.6% over the last three years. 
From a total rewards perspective, rising health care 
contributions are taking their toll on employee take-
home pay. Employees are also paying more through 
out-of-pocket costs at the point of care. Continued 
increases in the cost of health care may motivate 
employees to use employer programs designed to 
contain and lower costs for both employers and 
employees by supporting healthier choices, greater 
accountability and acceptance of value-based plans.

Redefining contribution strategy
The increase in employee contributions includes a 
rise in the share of premiums paid by employees — 
from 22.5% in 2008 to 23.8% today. That increase 
is due partly to subsidy shifts for dependents: Over 
the last three years, more than 70% of companies 
increased employee share or premium contributions, 
and dependent coverage costs increased at a higher 
rate than single coverage. 

Over the next three years, more than 80% of 
respondents plan to continue to raise the share of 
premiums paid by employees, and they anticipate 

 “More respondents say 

they will work with their 

health plan vendors to 

rethink plan design, and 

improve the quality  

and efficiency of 

member care.”
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increases in all coverage tiers. The use of 
surcharges for spouses is also growing. Twenty 
percent of respondents use them now, and an 
additional 13% plan to next year. Best performers 
lead all other employers in raising dependents’ 
share of premium contributions as a percentage of 
total premiums. 

As ABHPs evolve, their growth escalates 
Account-based health plans (ABHPs) can be an 
important strategy for reining in costs in advance 
of the 2018 excise tax and facilitating the shift 
toward greater accountability from employees and 
more consumer-like behavior in their purchase of 
health care. Today, 66% of companies have an 
ABHP in place, and another 13% expect to add one 
by 2014. Total-replacement ABHPs are also on the 
rise. Nearly 15% of respondents with an ABHP use 
a total-replacement ABHP, up from 7.6% in 2010. 
Over the same period, median enrollment in ABHPs 
has nearly doubled, surging from 15% in 2010 
to nearly 30% in 2013. This increase has been 
helped significantly by employers choosing complete 
replacement of their plans with an ABHP. Nearly 
one-quarter of all respondents may offer an ABHP as 
their only plan option in 2014 if they follow through 
with their current plans to make that change. ABHPs 
have also become more prevalent as they’ve been 
restructured to embed incentive strategies and align 
with postretirement strategies.

Employers still strongly committed to 
subsidizing health care benefits
Eighty-five percent of companies say their strategy 
for employee cost sharing for health care coverage 
will be an important component of their overall 
value proposition over the next five years — virtually 
unchanged from today (90%). However, confidence 
that they will continue to offer health care benefits 
10 years from now remains low (26%), suggesting 
that employers are uncertain about the direction of 
the marketplace in the coming years. They may want 
to see how successful the exchanges turn out to 
be or how many leaders in their industry eventually 
choose to pay penalties to direct employees to an 
exchange rather than continue to offer health care.

Eroding coverage for retiree medical benefits
Employer subsidies for retiree medical coverage 
have sharply declined over the last two decades, 
with only 15% of companies offering them to newly 
hired employees today. Those that continue to 
provide some level of financial commitment are 
increasingly shifting to account-based designs. 
Some are facilitating retiree access to individual 
and group Medicare plans through a Medicare 
coordinator to ease this transition and lower 
subsidies for Medicare-eligible retirees. 

Employers embrace incentives and emerging 
payment approaches to improve the quality of 
care delivered
Companies are increasingly embracing health plan 
strategies that use financial incentives to hold 
providers accountable. Although the percentage of 
respondents choosing these strategies remains 
under 25%, many more employers say they expect 
more provider accountability on these measures 
next year (33%). We expect this trend to grow 
now that Medicare, Medicaid and many insurance 
companies have started using value-based 
purchasing. 

Raising the bar on engagement strategies 
Nearly two-thirds of respondents offer employees 
and their spouses financial rewards to encourage 
participation in health management programs. All 
signs point toward tougher requirements for earning 
financial rewards in the coming years. This year, 6% 
more employers than last year, for a total of 16%, 
limited these rewards to participants who showed 
measurable improvement. Another 31% say they are 
considering this approach for 2014. But it’s not all 
about financial incentives. Companies recognize they 
need to develop a supportive workplace culture to 
engage employees in their own well-being. They are 
designing creative approaches, leveraging new ideas 
from behavioral economics, using social media 
to personalize health messages, placing greater 
emphasis on the physical work environment and 
using senior leaders to champion workforce  
health goals. 

 “Companies are increasingly embracing health plan strategies 
that use financial incentives to hold providers accountable.”
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 About the Survey  

 20% 1,000 to 2,500

 19% 2,500 to 5,000

 20% 5,000 to 10,000

 21% 10,000 to 25,000

 19% 25,000+

Figure 1. Number of full-time workers 
employed by respondents
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Figure 2. Region where the majority of 
benefit-eligible workforce is located

25%

13%

24%

23%

15%

Figure 3. Industry groups
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The 18th annual Towers Watson/National Business Group on 
Health Employer Survey on Purchasing Value in Health Care 
tracks employers’ strategies and practices, and the results 
of their efforts to provide and manage health benefits for 
their workforce. This report identifies the actions of best-
performing companies as well as current trends in the health 
care benefit programs of U.S. employers with at least 1,000 
employees (Figure 1). Respondents were also asked about the 
specific implications of the PPACA for their health care benefit 
programs.

The survey was completed by 583 employers, between 
November 2012 and January 2013. It reflects respondents’ 
2012 and 2013 health program decisions and strategies, and 
in some cases, their 2014 plans. Respondents collectively 
employ 11.3 million full-time employees, have 8.5 million 
employees enrolled in their health care programs and operate 
in all major industry sectors (Figures 2 and 3). In 2013, 
respondents expect to spend, on average, $12,136 per 
employee on health care, which equates to a collective  
$103 billion in total health care expenditures. 

A Note About Health Care Costs

Health care costs and rates of increase throughout the report 
are based on aggregated company values, combining all plans 
— insured and self-insured — for all plan types and coverage 
tiers for actively enrolled employees. Health care cost 
measures include medical and pharmacy benefit expenses, 
company contributions to medical accounts — flexible 
spending accounts/health reimbursement arrangements/
health savings accounts (FSAs/HRAs/HSAs) — and costs of 
administration, including any health management program 
costs and program participation incentives paid by the plan.*

Health Care Costs per Employee
The following terms are used to define health care costs 
throughout the report, which include the combination of 
employer and employee portions of health care expenses:

 • Employer costs — Costs per employee, excluding employee 
contributions (from their paycheck) and point-of-care costs 

 • Employee contributions — Employee portion of total plan 
costs paid per paycheck  

 • Out-of-pocket costs at point of care — Employee spend on 
deductibles, copays and coinsurance; also called point-of-
care costs  

 • Total plan costs — Total costs paid by the plan, including 
both employer costs and employee contributions  

 • Total health care expenses — Total costs considered 
for payment, including employer costs and employee 
contributions and point-of-care costs

Health Care Cost Trends
The rates of increase shown throughout the report are based 
on the change in the various health care cost measures 
(noted above) per actively enrolled employee. Trends 
are shown after changes to plan designs and employee 
contributions. Rates of increase are also provided if the 
responding companies made no changes to the medical or 
pharmacy plan designs, or employee contributions. 

*Administration costs include claim-processing fees, network access fees,  
 utilization review fees, stop loss premiums, and any health management  
 program costs and program participation incentives paid by the plan.  
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Strategy and Planning

What’s on the Horizon?

With the PPACA’s main directives taking effect in 
January 2014, most employers foresee big changes 
ahead for employer-provided health care plans, but 
they are still not sure exactly what the changes will 
look like. When asked the degree to which they 
thought plans would change by 2018 — the year 
that the excise tax on high-cost plans takes effect — 
92% of employers said the plans would be different, 
with 47% saying they anticipated significant or 
transformative change (Figure 4). However, when 
asked which changes they thought were most likely,  
less than 50% pointed to the likelihood of any 
specific change in the next five years (Figure 5). This 
could indicate that the details of these changes are 
still making their way into the employer mainstream. 
In fact, many respondents were neutral on the value 
of specific changes, perhaps because the landscape 
is rapidly evolving. This is true for both the emerging 
pay-for-performance strategies and the health care 
exchanges. The one exception is our best-performer 
group. Some best performers chose new strategies 
for 2013, and more plan to do so in 2014 (see 
Strategies Planned by Best Performers, page 32).

Companies were most confident they’d see 
advances in vendor price transparency by 2018, 
with 49% choosing it as an option. They may be 
hoping the investments they’ve made or plan to 
make in transparency tools will pay off. These tools 
are designed to help employees gain information 
about health care prices charged by different 
vendors and their health care results. Emerging 
technologies used to create new access points for 
health care, including e-visits, telemedicine and 
data-enabled kiosks, placed second, with 45% of 
employers saying they would have an impact on the 
marketplace in the next five years. 

 8% No change or small change

 45% Modest change

 44% Signicant change

 3% Complete transformation

Figure 4. Anticipated change in employer-sponsored health care by 2018
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Health care price increases are contained at rate of increase in general in�ation 

Employers provide access to a private or corporate health exchange where 
employees select from various plan options 

Employers offer de�ned contribution coverage where employees pay the difference 
between total cost of plan selected and employer subsidy 

Care is delivered through highly coordinated provider models such as ACOs 
or patient-centered medical homes

Value-based bene�t designs are adopted providing different coverage levels based 
on value or cost of services

Providers are reimbursed based on improvements in quality, ef�ciency and health outcomes

New technologies are adopted to create new access points for health care 
(e.g., e-visits, telemedicine, data-enabled kiosks)

Health care price transparency supports point-of-care decisions and value of care delivered   
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37 41 2237 41 22
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Figure 5. Likelihood of the following changes in the health care marketplace 
over the next five years
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While not ranked as highly as other marketplace 
changes and largely still in development, the use of 
private exchanges where employees would select 
from options was selected by one in four employers 
as likely to be a new channel for coverage over the 
next five years. 

With the exact future of the health care marketplace 
still unclear, one thing is certain: Employers, under 
across-the-board cost pressure, do not anticipate 
any change in the steady rise of the cost of health 
care over the next five years. A full 67% said that it 
was unlikely that annual increases would slow down 
to the rate of inflation anytime soon, and another 
25% took a neutral position probably because they 
are not sure how the PPACA might affect costs. 

Commitment to Employer-Sponsored 
Health Care

Most respondents (71%) said subsidized health 
care benefits for retirees will not be important to 
their employee value proposition (EVP) in three to 
five years (Figure 6). However, employers believe 
their subsidies for health care, and improved health 
and productivity for active employees, will remain a 
key component of their EVP in the next five years, 
although somewhat less important than today. 
Further, 82% of respondents said it is not at all likely 
that their organization will direct active employees 
to a public exchange without a subsidy in the next 
five years. Even with a subsidy, most organizations 
haven’t changed their minds about directing actives 
to an exchange: 59% said it was unlikely in 2012, 
and 60% say it is unlikely by 2018 (Figure 7).

Figure 6. Importance of employer subsidies, and health and productivity to 
company’s employee value proposition in 2012 and beyond
0% 20% 40% 60% 80% 100%

3 – 5 years from now

2013

2012*

3 – 5 years from now

2013

2012

3 – 5 years from now

2013

2012*

1 1 5 22 711 1 5 22 71

1 1 8 22 681 1 8 22 68

1 1 13 31 541 1 13 31 54

40 17 21 10 1240 17 21 10 12

45 18 19 10 845 18 19 10 8

51 20 16 7 651 20 16 7 6

1 11 26 621 11 26 62

1 2 16 26 561 2 16 26 56

1 12 28 591 12 28 59

1 − Not at all important 2 3 − Somewhat important 4 5 − Very important

Subsidized health care benefits for retirees

Subsidized health care benefits for active employees

Improved workforce health and productivity

*17th annual TW/NBGH Survey

Figure 7. Likelihood organizations will take the following action in the next 
five years with their full-time, active health care programs

1 − Not at all likely 2 3 − Somewhat likely 4 5 − Very likely

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

Next 5 years

2012*

Next 5 years

2012*

Discontinue health care plans for active employees working 30-plus hours per week and 
direct them to the exchanges with no financial subsidy

Direct employees working 30-plus hours per week to the exchanges and 
provide a financial subsidy

78 17 3 1 178 17 3 1 1

82 13 4 182 13 4 1

59 30 9 1 159 30 9 1 1

60 27 9 2 160 27 9 2 1

*2012 Health Care Changes Ahead Survey
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Figure 8. Employers’ confidence that health care benefits will be offered at 
their organization a decade from now remains low
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Note: Indicates responses of “very con�dent” 

58% Yes, we are currently developing 
  a strategy

16% Yes, we have developed a strategy

19% Yes, we have not yet begun developing 
  a strategy but will do so

 7% No, we have no plans to
  recalibrate our strategy

Figure 9. Many companies are focused on recalibrating their 
health care strategy for 2014 and beyond
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Confidence About the Long Term

Despite the deceleration in health care cost 
increases in recent years (e.g., a median of 8% 
in 2006, to 5.9% last year and 5.1% this year), 
respondents’ confidence that their organization 
would provide health care benefits a decade from 
now has declined since the passage of the PPACA 
in 2010 (Figure 8). A full 93% of respondents say 
they have updated or will be updating their health 
benefit strategy (Figure 9). Not surprisingly, 57% say 
they are changing their strategy due to the impact 
of provisions in the PPACA. These employers would 
do well to study the actions of our best performers 
for strategies that engage employees, health care 
providers and vendors in thinking about the cost and 
value of health care (see page 30).

 “These employers would do well to study the actions of our best 
performers for strategies that engage employees, health care 
providers and vendors in thinking about the cost and value of 
health care.”
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0% 10% 20% 30% 40% 50% 60%

Provide employee incentives to use higher-quality care providers

Integrate/consolidate vendors

Adopt/expand use of new technologies to improve employee engagement and 
change workplace social norms

Prepare for development of private exchanges

Emphasize effective condition management

Prepare for development of public insurance exchanges

Review competitors’ actions

Rede�ne company subsidy for health care coverage (e.g., reduce for dependents; 
rede�ne as �at dollar amount or unitized price, based more on employee behavior)

Expand enrollment in account-based health plans

Make long-term changes to avoid excise tax ceiling

Review health care bene�ts as part of total rewards strategy

Develop/expand healthy lifestyle activities

Adopt/expand use of �nancial incentives to encourage healthy behaviors

Develop workplace culture where employees are accountable and supported 
for their health and well-being

Educate employees to be more informed consumers of health care (e.g., price 
transparency, quality care information, treatment decision support)

Stay up to date and comply with the PPACA

3636

3434

2525

2222

2020

1919

1717

1313

1313

1010

88

88

66

55

33

Figure 10. Top focus areas of employer’s health care strategy in 2013

5555

Top Focus Areas 

With the exchanges looming and other regulations 
being implemented, staying up to date with the 
PPACA returns as the top priority of employers in 
2013, just as in 2011. Last year, it fell to second 
place behind building a supportive workplace 
culture — including physical environment, leadership 
support, and education and information to support 
more informed decisions, which rate in the second 
and third positions of overall top priorities in 2013 
(Figure 10). All indications are that employers will 
continue to focus on the most effective ways to 
control rising costs and improve employee health 
and well-being. 
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Cost Trends
In a recent Bank of America/Merrill Lynch survey 
of CFOs, 60% cited health care costs as their top 
concern for 2012. That’s a new trend for corporate 
finance leaders, who traditionally have left health 
care benefits in the hands of HR. What’s more, in a 
recent Towers Watson survey of CFOs and CHROs, 
Finance respondents anticipated a growing role for 
themselves in benefit strategy. At the moment, the 
HR/Benefits function still manages employee health 
care at 58% of companies.

It should be no surprise that health care is on CFOs’ 
radar screen in a bigger way than ever before. The 
PPACA’s major provisions and attendant penalties 
that could affect the bottom line, coupled with 
the continued increase in health care costs, have 
brought the issue front and center to the C-suite and 
the board. 

Although medical cost trends have stabilized at 
between 5% and 7% over the last five years as a 
result of plan design and contribution changes, 
these benefit costs are still growing at twice the 
rate of inflation and have outpaced wage growth 
for more than a decade (Figure 11). In fact, wages 
have been rising between 2.0% and 3.5% annually 
for much of the last decade, dipping to 1.6% over 
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10%

15%

2013**20122011201020092008200720062005200420032002200120001999

7.57.5

9.79.7
10.310.3

14.714.7
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8.58.5 8.08.0

6.06.0 6.06.0
7.07.0

6.06.0
5.45.4 5.25.2

9.09.0
8.08.0 8.08.0 8.08.0 6.86.8

Health care trend
after plan and 
contribution changes

Health care trend
before plan and 
contribution changes

CPI-U

Figure 11. Health care cost increases have leveled off*

8.08.0

Note: Median trends in employer costs for actively enrolled employees; CPI-U extracted from the Department of Labor, 
Bureau of Labor Statistics 

 *A company’s medical bene�t expenses for insured plans include the premium paid by the company. For a self-insured plan, these 
expenses include all medical and drug claims paid by the plan, company contributions to medical accounts (FSAs/HRAs/HSAs), 
and costs of administration minus employee premium contributions. The annual change in costs is based on costs for active 
employees after plan and contribution changes. Respondents are asked to report trends directly in the survey.

 **Expected

5.15.1

7.07.0

-3%

58%      of companies govern their health care plan(s)  

exclusively through their  Benefits department, whereas

11% of companies use only a separate 

non-board level committee. 

Many companies (24%) use several committees, with the 

majority using a combination of the Benefits department 

and a separate non-board committee to oversee the 

health care plan (12%).

HR/Benefits still in charge 
(at most  companies)



12   towerswatson.com

* Total health expenses include employer and employee portions of the 
premiums and employee out-of-pocket costs at the point of care (including 
deductibles, copays and coinsurance). 

the last three years. The slower pace of health care 
cost trends, then, does not diminish the growing 
affordability challenge for active employees, who see 
an increasing share of their total rewards going to 
health care benefits. Unquestionably, organizations 
where HR and Finance are aligned on a total rewards 
strategy will be best positioned to assess both the 
cost and talent implications of decisions in the future. 

In 2012, medical costs after plan and contribution 
changes rose 5.2%, compared to 5.4% in 2011, and 
are expected to increase by 5.1% in 2013. To put 
this stabilization in context, it is important to realize 
that without changes in plan design and increases in 
employee contributions, average cost trends would 
have been 6.8% in 2012 and would be anticipated 
to be slightly higher (7.0%) next year. Pharmacy 
costs after plan changes rose 4.5% in 2011, 5% in 
2012 and are also expected to grow at 5% in 2013. 
Again, without plan changes, the rates would have 
grown 6% in 2011 and 2012, and would be 7% next 
year. It is clear that changes in plan strategy can 
help hold the line on costs, but the most successful 
companies embrace a more holistic strategy (see 
Strategies for Long-Term Success, page 33).

Figure 12. PEPY medical and drug costs

Total plan costs Employer costs

Percentile 2012 2013* 2012 2013*

Mean $11,457 $12,136 $8,799 $9,248

25th $9,507 $9,867 $7,236 $7,593

50th $10,909 $11,461 $8,595 $8,900

75th $12,672 $13,592 $10,158 $10,700

Note: Costs include medical and drug claims for actively enrolled employees. Total per-employee 
per-year (PEPY) costs include both employer and employee shares. Employer costs are less employee 
contributions.
*Expected

2008 Total plan cost = $9,028 2013 Total plan cost = $12,136

Figure 13. Total employee/employer health care costs

 $9,248 Employer paid

 $2,888 Employee paid

 $6,997 Employer paid

 $2,031 Employee paid

Active Employees

Employers anticipate total costs paid by the plan 
will reach $12,136 per active employee in 2013 
— up from $11,457 in 2012 — a 5.9% increase 
in total costs (Figure 12). The average employer 
share of total plan costs continues to climb at a 
rate greater than the CPI and wages — $9,248 in 
2013, compared to $8,799 in 2012, up 5.1%. They 
pay 32% more than they did five years ago, while 
employees contribute over 42% more (Figure 13).

Employees paid, on average, 23.2% of total premium 
costs in 2012 and are expected to pay 23.8% in 
2013 as companies take steps to control their 
costs. In paycheck deductions, this translates into 
an average employee contribution of $2,658 to 
premiums in 2012, which is expected to rise to 
$2,888 in 2013 — an 8.7% increase in one year.

In addition to premium increases, companies 
anticipate that employees’ out-of-pocket expenses at 
the point of care will rise to 18.4% of total allowed 
charges in 2013, compared with 17.8% in 2012 and 
15.9% in 2011. 

For some employees, the question of affordability 
becomes even more evident as their paycheck 
deductions for health care premiums rise in order 
to fund higher health care costs while their wage 
increases shrink. Altogether, the share of total 
health care expenses, including premium and out-
of-pocket costs paid by employees, is expected to 
be 36.9% in 2013, up from 35.9% in 2012 and 
34.4% in 2011.* This means that for every $1,000 
in health care expenses in 2013, employees pay 
$369 for premiums and out-of-pocket costs, and 
employers pay the remaining $631.

Over the last year, companies have stepped up 
actions to position their programs for long-term 
success, especially with the PPACA’s excise tax 
scheduled to take effect in 2018. Evidence of this 
trend to try to control costs can be seen in the rise 
of ABHPs and increased employee enrollment in 
them (see Account-Based Health Plans, page 24). 

As employers begin to change their strategies 
to comply with the PPACA and avoid the excise 
tax, it’s important to note the dramatic difference 
between the average company’s costs and those 
of companies that have employed strategies that 

 “For some employees, the 

question of affordability 

becomes even more 

evident as their paycheck 

deductions for health 

care premiums rise  

while their wage 

increases shrink.” 
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$0 $5,000 $10,000 $15,000 $20,000

Wholesale and Retail

Public Sector and Education

Manufacturing

General Services

Financial Services

Health Care

IT and Telecom

Energy and Utilities

All companies

2,515 2,888 9,248 14,6512,515 2,888 9,248 14,651

Figure 14. Total health care expense per employee per year by industry, 2013

Point-of-care costs Employee contributions Employer costs

2,956 2,631 11,109 16,6972,956 2,631 11,109 16,697

2,388 3,147 10,289 15,8232,388 3,147 10,289 15,823

2,444 2,924 10,020 15,3892,444 2,924 10,020 15,389

2,553 3,155 8,959 14,6672,553 3,155 8,959 14,667

2,495 3,260 8,594 14,3502,495 3,260 8,594 14,350

2,637 2,573 8,876 14,0862,637 2,573 8,876 14,086

1,881 2,164 9,152 13,1981,881 2,164 9,152 13,198

2,136 3,228 7,763 13,1272,136 3,228 7,763 13,127

Note: Total health expenses include employer and employee portions of the premiums and employee 
out-of-pocket costs at the point of care (including deductibles, copays and coinsurance).  

put them in the lowest quartile of costs. These 
companies’ costs are nearly 20% lower than 
average. At current rates, those performing at the 
average are four years ahead of the trend curve. 
In other words, those companies with costs in the 
lowest quartile in Figure 12 won’t reach the cost 
levels of the average company today until 2017.

A Look at Industry Differences

There is nearly a 30% difference between low- and 
high-cost industries in our survey (Figure 14). While 
this represents, in part, differences in demographics 
and family size, as well as overall plan values, 
this variation in costs suggests that health care 
has a larger role in the total rewards design in 

some industries. It’s particularly interesting that 
total employee costs (the dollar amount of out-of-
pocket expenses at the point of care plus employee 
contributions) are relatively similar across all 
industries except the public sector. This means that 
employer costs for health care benefits range even 
more broadly. For instance, the energy industry,  
on average, spends 43% more than the retail 
industry for employee health care. This disparity 
telegraphs that some industries will need to be 
more aggressive than others to bring their costs 
under the excise tax limits. 

 “It’s particularly 

interesting that total 

employee costs (the 

dollar amount of out-

of-pocket expenses 

at the point of care 

plus employee share 

of premiums) are 

relatively similar across 

all industries except the 

public sector.” 
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Figure 15. Annual premiums and rates of increase for retiree-only and family 
coverage for 2013

Annual total 
premiums

Retiree premium 
share Rates of increase

Retiree 
only Family

Retiree 
only Family 2012 2013*

Retirees 
under  
age 65 

 $9,064  $21,126  51.9%  53.8% 6.1% 6.5%

Retirees 
age 65 
and older

 $4,584  $11,283  45.5%  47.7% 4.8% 4.1%

*Expected
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8.08.0
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1.41.4
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1.71.7

7.07.0

3.33.3

6.06.0

1.71.7

5.45.4

2.02.0

Median of all companies Best performers

Figure 16. Best performers versus median annual cost trends (after plan and contribution changes) 
2006 – 2012

Note: Median trends are for employer costs for actively enrolled employees, after plan and contribution 
changes. Best performers are based on cost trends between 2009 and 2012. 

5.25.2

1.71.7

Pre-65 and Post-65 Retirees

Retirees, especially pre-Medicare eligible, face 
even greater affordability challenges than active 
employees and pay a considerably larger share of 
coverage costs. Once retirees reach age 65 and 
become eligible for Medicare benefits, affordability 
improves: They pay, on average, $2,086 per year for 
single-only coverage and $5,377 for family coverage. 

However, retirees under age 65 pay more than 
twice that — nearly $4,701 per year in premiums 
for single-only coverage and over $11,363 per year 
for family coverage. Without some form of subsidy 
such as an employer plan, many of these employees 
may find it difficult to retire and secure affordable 
coverage. Even with an employer subsidy, some may 
still find it too costly. 

The realization that their subsidy is too little for 
retirees to afford coverage (especially those pre-65) 
is leading some companies to reassess the value 
of their retiree medical benefit as well as the role 

*A company had to complete this year’s survey and the 2011 or the 2012
TW/NBGH survey to be eligible to be a best performer. The number of best
performers is based on 246 eligible companies, which translates to 18% of
companies reporting an annual trend at or below the all-company median for
each year from 2009 to 2012.

The company profile of the best performers looks very similar to other 
companies that responded to the survey. For example, every major industry is 
represented by the best performers, with a similar average age, male/female 
ratio and similar percentage of employees electing dependent coverage as the 
overall sample. However, best performers are larger than the average company 
in the overall sample — averaging 51,000 versus 28,000 employees.

retiree health benefits play in their total benefit mix. 
The opening of the health care insurance exchanges 
in 2014, which could provide access to comparable 
health care at lower rates, may prove a more cost-
effective alternative for some companies and their 
retirees (see Retiree Medical Plans, page 16). 

Best Performers Deliver Sustained 
Results

Organizations continue to show dramatic differences 
in their ability to manage their health care cost 
trends. A group of organizations we refer to as “best 
performers” has been successful in maintaining 
health care cost trends at or below the TW/NBGH 
norm for each of the last four years (see Active 
Employees, page 12). 

Our research this year identified 45 companies 
that qualify as best performers.* Figure 16 shows 
that the ability to keep cost increases low over 
an extended period of time distinguishes these 
companies from other organizations. In fact, the 
median trend across the last four years was 5.9%, 
versus 2.2% for best performers. 

By contrast, some companies have experienced 



Reshaping Health Care: Best Performers Leading the Way  |  Towers Watson/National Business Group on Health   15   

greater challenges in managing their cost increases. 
Low-performing companies — whose two-year 
average cost increases are in the top 25% — have  
a median 10.3% cost trend. 

As shown in Figure 17, best performers are 
noticeably ahead in terms of total cost management. 
In 2013, the cost difference between best 
performers and low performers is $2,225 per 
employee. For the average best performer with 
10,000 employees, this equates to a cost 
advantage of over $22 million per year. Likewise, 
employees working for a best performer also  
fare much better than their counterparts at  
low-performing companies, paying nearly $500 less 
per year in premiums and nearly $400 less per year 
in point-of-care charges. In addition to the obvious 
advantage of reducing health care costs for 
themselves and their employees alike, affordable 
health care is key to a company’s ability to provide a 
competitive reward package and to succeed long 
term in supporting their employee value proposition, 
and meeting attraction and retention goals.

$0 $4,000 $8,000 $12,000 $16,000

Low performers

Best performers

Figure 17. Total health care expense by performance group in 2013

2,246 2,632 8,3802,246 2,632 8,380

1 4

2,617 3,126 9,7382,617 3,126 9,738

Note: Total health expenses include employer and employee portions of the premiums, and 
employee out-of-pocket costs at the point of care (including deductibles, copays and coinsurance). 
Best performers comprise 45 companies that have maintained trends at or below the TW/NBGH 
median trend for each of the last four years. Low performers are based on the highest quartile 
of two-year average trend.

$13,258

$15,481

Point-of-care costs Employee contributions Employer costs

 “Providing affordable health care is 
key to a company’s ability to provide 
a competitive reward package and to 
succeed long term in supporting their 
employee value proposition, and meeting 
attraction and retention goals.”
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About 60% of all companies offer some form 
of retiree medical support — either subsidies 
or access to coverage through a Medicare 
coordinator. For several decades, employer 
subsidies have been steadily eroding as employers 
have reassessed their commitment to these 
programs. In fact, the cost challenges have 
reached a point where, for many pre-65 retirees, 
retiree medical coverage is largely unaffordable 

even when subsidized by their employer. Public 
exchanges have the potential to expand affordable 
coverage for many current and future retirees 
for whom health care coverage is unattainable 
today, especially for those ineligible for Medicare. 
Likewise, 13% of employers expect to facilitate 
access to individual/group Medicare plans for 
their post-65 population in 2013, and 23% are 
considering it for 2015 or later.

Figure 18. Pre-65 retiree medical support for various subgroups of the 
workforce for 2013, and expected for 2014 or 2015      
0% 20% 40% 60% 80%
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4444

5959

4040

6767

New hires: 
2013

New hires: 
2014 or 2015

Current retirees: 
2013

Current retirees: 
2014 or 2015

No financial support or access — No �nancial support and no access to an 
employer-sponsored health plan

Access only — No �nancial support, but access to an 
employer-sponsored health plan

Account only/Defined contribution — Financial support, but no access to an 
employer-sponsored health plan (e.g., retiree medical account)

Capped financial support — Access to an employer-sponsored health plan, 
but with a cap on company costs

Uncapped financial support — Access to and �nancial support of employer-sponsored 
retiree health care bene�ts

 Retiree Medical Plans 
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As they redefine their subsidies under these 
programs, some employers are considering 
account-based solutions to help retirees 
transition to the public exchanges when they 
open. In particular, one-third of best performers 
with a retiree medical program today are 
planning to convert their employer subsidy 

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

Eliminate employer-managed drug coverage for post-65 retirees 
and rely on Part D Medicare plans

Convert Medicare Rx coverage from Retiree Drug Subsidy program to 
Group Part D Plan (employer group waiver pan [EGWP])

Convert subsidy to a retiree medical savings account

Have dollar cap on bene�ts

Include HSA for actives as part of retiree medical strategy

Facilitate access to individual/group Medicare plans through Medicare coordinator

Make changes to plan subsidy (e.g., cost sharing)

Figure 19. Declining subsidies for retirees with health accounts 
becoming more prevalent 

Action taken/
Tactic used in 2013

Planning 
for 2014

Considering 
for 2015 or later

Note: Based on respondents that provide �nancial support or access to coverage in 2013 
and excludes responses of “not applicable”

29 13 2329 13 23

20 8 2620 8 26

26 11 1626 11 16

23 6 1523 6 15

46 7 1146 7 11

50 5 650 5 6

45 7 1345 7 13

to a retiree medical savings account by 2015. In 
addition, HSAs for active employees are increasingly 
being positioned as part of the overall retiree 
medical strategy. Ten percent of best performers 
have adopted this strategy for 2013, and a similar 
number are planning to do so by 2014. 
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Changes in Contribution Strategies

Tying employee contributions to successful 
completion of specific tasks such as health 
assessments and screenings remains the most 
popular change in contribution strategies as 
employers continue to redefine their financial 
commitment to employee health care. However, 
other strategies are just emerging (Figure 20). 
Nearly 40% of companies in the financial sector 
structure their contributions based on employee 
compensation, a significantly higher percentage than 

Emerging Trends

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

Require employees to take speci�c steps to receive any subsidized coverage 
under the health plan

Structure employee contributions based on employee compensation levels 

Require employees to take speci�c steps to enroll in the health plan

Structure contributions where the employer subsidy is a �at dollar amount

Structure employee contributions based on employees taking speci�c steps 
(e.g., complete health assessment, screening)

Figure 20. Changes in contribution structure

In place in 2013 Planned for 2014

26 726 7

12 1612 16

18 1618 16

26 526 5

37 2737 27

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

Manage company subsidy as part of a total rewards budget rather than a 
health plan budget process

Examine health care bene�ts, employee subsidies and out-of-pocket costs 
in a total rewards framework 

Figure 21. Health care in a total rewards framework

In place in 2013 Planned for 2014

17 1817 18

36 3136 31

the IT/telecom sector (14%) or the energy sector 
(19%). It’s a strategy other industries might consider 
emulating to make health care more affordable for 
lower-paid employees, and one that about 30% of all 
respondents have taken or plan to take this year. 

Twenty-nine percent of best performers today 
(compared to 21% of low performers) structure 
contributions so that employees pay the difference 
between the total cost of the plan selected and a 
flat dollar employer subsidy. An additional 11% of 
the best performers plan to adopt this structure 
for 2014. They are also ahead of low performers 
in requiring employees to take steps to enroll in 
their health plan (18% versus 13%), as opposed to 
automatic enrollment. 

Best performers are also likely to have integrated 
their health care benefits into a broader total 
rewards framework, which allows them to view 
health benefit costs in relation to pay and other 
benefits, and reallocate resources to establish an 
employee value proposition that attracts, retains 
and motivates employees (Figure 21). They are 
even more likely than low performers to make this 
a priority in 2014. In fact, 43% of best performers 
are expected to manage their subsidies as part of 
a total rewards budget rather than a health plan 
budget process by 2014, compared to only 27% of 
low performers. 

Most respondents (71%) say they have raised 
dependents’ share of premium contributions (as a 
percentage of total premiums) over the last three 
years. Over the next three years, 83% plan to raise 
the percentage of premiums paid for coverage tiers 
with dependents, and more than half of those plan 
medium to large increases.  
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Over the last year, best performers are leading the 
way by increasing employee contributions in tiers 
with dependents at higher rates than single coverage 
(47%, compared to 33% of low performers). And this 
strategy continues to grow among best performers: 
71% expect to use it in 2014. The most successful 
companies are also more likely to have increased 
employee contributions per each dependent covered 
(13%, versus low performers at 6%) and to have 
expanded the number of coverage tiers (20% versus 
11%). These two tactics are expected to rise to  
27% and 31%, respectively, among best performers 
by 2014.  

New Delivery Models

Not surprisingly, the IT/telecom industry is leading 
the way in the use of telemedicine, and 26% 
offer it to their employees today. But it’s rapidly 
catching on in other sectors. Beginning in 2014, 
one-third of energy and retail companies plan to 
adopt telemedicine. Best performers across the 
industry spectrum have embraced onsite health 
services, and 41% already have a clinic in at least 
one location, with another 11% planning to adopt an 
onsite center by 2014. 

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

Eliminate/don’t offer subsidy for spousal coverage (provide access only)

Exclude spouses from enrolling in your health plan when similar coverage 
is available through their own employer

Increase employee contributions per each dependent covered

Require spouses to purchase health insurance through their employer plan 
before enrolling in your health plan

Expand number of coverage tiers

Use spousal surcharges (when other coverage is available) 

Increase employee contributions in tiers with dependent coverage at higher rate 
than single coverage

Figure 22. Redefining the commitment to dependents

In place in 2013 Planned for 2014

20 1320 13

5 105 10

15 915 9

7 117 11

42 1942 19

4 84 8

1 41 4

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

Provide coverage for e-visits 

Offer telemedicine for professional consultations (e.g., remote monitoring, real-time 
interactive services that leverage mobile collaboration technologies)

Offer onsite health services in at least one location (e.g., clinic that provides preventive, 
primary and/or urgent care)

Figure 23. New delivery models

In place in 2012 Added in 2013 Planned for 2014

7 7 207 7 20

6 4 166 4 16

28 4 728 4 7

1 4

20% of respondents levy a 

penalty for spousal coverage (roughly 

$100 a month). 

An additional 13% will begin next 

year, indicating a growing trend 

to rethink employee dependent 
subsidies.

Spousal surcharge
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0% 10% 20% 30% 40%

Contract directly with physicians, hospitals and/or ACOs

Use reference-based pricing in medical plan 
(e.g., limited level of coverage for a procedure)

Adopt new payment methodologies that hold providers accountable for cost of 
episode of care, replacing fee for service

Offer incentives (or penalties) to providers for coordinating care and using 
emerging technologies or evidence-based treatments

Engage a third party to secure improved pricing for medical services

Offer incentives (or penalties) to providers to improve quality, ef�ciency and 
health outcomes of plan participants (i.e., performance-based payments)

Use value-based bene�t designs (e.g., different levels of coverage based 
on value or cost of services)

Differentiate cost sharing for use of high-performance networks

Increase or decrease vendor payments based on speci�c performance targets

Figure 24. Using incentives and emerging payment approaches to improve 
the quality of care delivered

In place in 2013 Planned for 2014

12 1912 19

11 2011 20

23 1023 10

18 618 6

8 138 13

6 146 14

5 155 15

7 67 6

12 1712 17

Figure 25. New provider strategies are favored by best performers

Best performers Low performers

 2013 2014* 2013 2014*

Increase or decrease vendor payments based on specific performance targets 36% 44% 20% 30%

Differentiate cost sharing for use of high-performance networks 13% 31% 12% 25%

Use value-based benefit designs (e.g., different levels of coverage based on value or cost 
of services)

11% 33% 12% 32%

Offer incentives (or penalties) to providers to improve quality, efficiency and health 
outcomes of plan participants (i.e., performance-based payments)

22% 47% 5% 28%

Engage a third party to secure improved pricing for medical services 18% 24% 19% 30%

Offer incentives (or penalties) to providers for coordinating care and using emerging 
technologies or evidence-based treatments

16% 38% 4% 21%

Adopt new payment methodologies that hold providers accountable for cost of episode of 
care, replacing fee for service

16% 38% 2% 13%

Use reference-based pricing in medical plan (e.g., limited level of coverage for a 
procedure)

9% 27% 5% 21%

Contract directly with physicians, hospitals and/or ACOs 13% 31% 7% 13%

*Includes companies indicating “planned for 2014”

Historically, employers have focused on demand-side 
tactics — managing plan designs, network options 
and consumerist measures to stimulate employee 
accountability. Now there is also growing interest 
in more effectively managing the supply side. 
Employers are adopting various payment reforms 
and provider strategies to improve quality of care 
and stimulate provider accountability. 

In addition, the PPACA payment reform provisions 
— including value-based purchasing, accountable 
care organizations (ACOs), bundled payments and 
medical homes — target improvements in quality 
and efficiency. Several key pay-for-performance 
programs created by the PPACA have already 
begun to roll out, including the hospital value-
based purchasing (VBP) program and the hospital 
readmission reduction program. (Value can be 
broadly considered to be a function of quality, 
efficiency and cost.) Medicare and Medicaid — the 
largest health care payers in the country — and 
some large insurance companies are already using 
VBP measures under the PPACA, and many employer 
plans are following suit. We fully expect employer 
plans to implement these changes with increasing 
rapidity over the next few years (Figure 24).

Best performers are clearly leading the way and are 
planning to expand the use of these strategies over 
the coming year (Figure 25).  
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0% 10% 20% 30% 40% 50% 60%

Provide price and/or hospital quality transparency tools purchased separately 
through specialty vendor(s)

Provide employees with health care service unit price information 

Encourage plans and providers to offer patient access to online medical information 

Require vendors to share data for employee outreach and integrated reporting

Provide price and/or hospital quality transparency tools purchased through 
one or more of your health plans

Figure 26. Access to price and quality information on the rise

40 6 940 6 9

7 5 117 5 11

32 5 932 5 9

18 10 1118 10 11

33 10 1333 10 13

In place in 2012 Added in 2013 Planned for 2014

Price Transparency

Health plans are expanding their tools in the 
area of price transparency, which could be driving 
greater adoption by employers. Thirty-three percent 
of respondents report using these tools, and 
an additional 10% plan to do so in 2013 (Figure 
26). Currently, 32% encourage vendors to share 
online medical information with employees, and 
another 14% plan to do so over the next two years. 
In a related strategy, 40% of employers require 
vendors to provide data for employee outreach and 
integrated reporting, and an additional 15% plan to 
do so in 2013 or 2014.

Communication and transparency are core 
strategies for managing costs, especially as many 
more employers migrate their workforce into ABHPs. 
It’s essential that employees in these programs be 
armed with the best available information to make 
smarter health care decisions so they can reduce 
their costs without sacrificing quality. 

Today, 45% of best performers are putting pressure 
on plans and providers to offer patients access to 
online medical information, compared to 29% of  
low performers. 

Private health exchanges are among the newest delivery 

approaches. Only a handful currently exists, although others 

are in development. 

Less than        of respondents offer their employees 

access to a private health exchange, but

                 are considering doing so in 2014.15%

1%

Private health exchanges
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Using Financial Incentives and 
Requirements to Engage Employees

Growth in the use of penalties to engage employees 
in health program participation has slowed over 
the last two years in favor of outcome-based 
incentive designs. This is a continuation of a 
strategy companies have followed over the last 
few years to impose tougher requirements to 
earn financial rewards or avoid penalties. These 

requirements are increasingly focused on results 
and on holding employees accountable for achieving 
specific health standards. Tobacco use has been 
on companies’ radar screens for many years, and 
the use of tobacco-use surcharges continues to 
grow, up from 35% in 2012 to 42% in 2013 (See 
Getting Tough on Tobacco, below). It is expected 
to reach 62% by 2014. More recently, companies 
have been expanding biometric outcomes to include 
achievement of specific body mass index levels and 

36%
of companies reward employees  
for participating in a 

smoking-cessation 
program.

52%
of companies today  

ban smoking 
directly outside buildings or 
on campus.

Getting tough on tobacco
9%
of companies use  
penalties for 

tobacco users  
not joining a smoking- 
cessation program.

8%
of companies plan to  

adopt this ban policy  

in 2014.

2%
of companies plan to  

adopt this no-hire policy 

in 2014. 

42%
of companies 
use surcharges for 

tobacco users,
at roughly 

$50/month.

4%
of companies 
have adopted a policy  

not to hire smokers 
in states where it is legal  
to do that. 

 “More recently, 

companies have been 

expanding biometric 

outcomes to include 

achievement of specific 

body mass index levels 

and target cholesterol 

levels.”
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Figure 27. Wellness incentives and tougher requirements expand in use

 2011 2012 2013 2014*

Use financial rewards for individuals who participate in health management programs/
activities (i.e., positive incentives)

54% 61% 62% 81%

Use penalties (e.g., increase premiums and/or deductibles) for individuals not 
completing requirements of health management programs/activities 

19% 20% 18% 36%

Require employees to complete a health risk appraisal and/or biometric screening to be 
eligible for other financial incentives 

35% 42% 54% 75%

Require employees to validate participation in healthy lifestyle activities in order to 
receive a reward or avoid a penalty (e.g., evidence of fitness center use, engagement  
with a primary nurse case manager)

– 23% 33% 59%

Reward or penalize based on smoker, tobacco-use status 30% 35% 42% 62%

Reward or penalize based on biometric outcomes other than smoker, tobacco-use  
status (e.g., achievement of weight control or target cholesterol levels) 

12% 10% 16% 47%

Apply rewards or penalties and/or requirements under your health management 
programs/activities to employees and spouses alike 

19% 23% 31% 59%

*Includes companies indicating “planned for 2014”; Data from 2011 and 2012 are based on the 17th annual TW/NBGH Survey.

target cholesterol levels. Today, 16% of companies 
align their rewards/penalties to specific biometric 
targets (other than tobacco use), and another 31% 
are considering this strategy for 2014 (Figure 27). 

There is growing interest in expanding financial 
incentives to include spouses, and 59% of 
respondents anticipate doing so by 2014, up 
from 23% that did so in 2012. Expanding financial 
incentives to spouses can be an effective way to 
engage employees as well. 

Adoption of new technologies — including 
telemedicine, mobile apps for e-visits and data-
enabled kiosks — will help increase employee 
engagement, facilitate communication, and monitor 
and support employee decision making.

Best performers have led the way in the use of 
achievement-based standards. Today, 51% of them 
use incentives based on tobacco-use status, and 
33% are using biometric outcomes. Meanwhile, 44% 
of low performers use incentives tied to tobacco use 
cessation, but only 19% use biometric outcomes. 
Interestingly, best performers are less likely to use 
penalties to encourage program participation than 
low-performing companies (16% versus 23%). And 
best performers have extended their incentives to 
include spouses and other dependents, recognizing 
that healthy lifestyles are a family affair. In fact, 
40% of best performers apply their incentives to 
employees and spouses alike, compared to 30% of 
low performers.

Financial incentives for 
wellness on the rise
More than two-thirds of companies offer 

financial incentives to encourage participation  

in company wellness activities — up from just over half in 2010. 

More companies are extending these incentives to spouses, 
up from 39% in 2010 to 52% today among respondents  

that offer incentives to employees. 

Incentives are increasing each year — 

$400 is the maximum employees can earn today at 

companies that offer incentives. 

For companies that include spouses, a family can earn 

over $900 by taking advantage of every incentive.
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Figure 28. Take-up in ABHPs on the rise
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Account-Based Health Plans (ABHPs)
Tax-advantaged ABHPs are widespread across all 
industries except the public sector, where only 40% 
of organizations have an ABHP in place.

We define an ABHP as a plan with a deductible 
offered together with a personal account (i.e., an 
HSA or an HRA) that can be used to pay a portion 
of the medical expense not paid by the plan. ABHPs 
typically include decision support tools that help 
consumers better manage their health, health care 
and medical spending.

Not all ABHPs are created equal. Their effectiveness 
depends on a number of factors, including whether 
the ABHP is full replacement for other plans, 

the size of the deductible, the degree to which 
employees enroll in an HSA or HRA, and whether 
wellness initiatives are included to encourage 
employee engagement in their health and well-being. 
Employer adoption of ABHPs had been marked by 
significant increases in deductibles, which negatively 
affected enrollment. But ABHPs continue to evolve, 
embedding incentive strategies and aligning with 
retirement strategies. Employers have now moved to 
reduce the dollar burden on employees, contributing 
funds to an HSA and subsidizing premiums of 
ABHPs at a higher level than other options. More 
companies are helping ease the transition to ABHPs 
through a year-round communication strategy. And 
companies with an ABHP are much more likely to 
provide price and/or hospital-quality transparency 
tools than others (54% versus 30%), and more 
likely to offer decision support tools for preference-
sensitive care (33% versus 17%). 

More and more employers are tying their 
contributions to positive employee actions to 
improve health. By aligning their ABHP strategy 
with their health management strategy, companies 
have been able to move to a full-replacement ABHP 
more quickly. And full replacement has resulted 
in a substantial increase in employee enrollment 
in these plans, which has risen significantly over 
the last three years, from 15% to 30% (Figure 29). 
We’ve seen a steady increase in enrollment in both 
account types, with HSA enrollment rising from  
13% in 2011 to 20% today, and HRA enrollment 
rising from 28% to nearly 40% in 2013.*

*Based on companies offering an HSA and HRA, respectively; Enrollment rates 
 for 2011 are based on the 17th annual TW/NBGH Survey.    
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Figure 29. ABHP enrollment rates rising at a rapid pace

Note: Estimates are based on companies that offer an ABHP in various years: 2006 is based on the 12th annual National Business Group on Health/Towers 
Watson survey; 2007 is based on the 13th annual survey; 2008 is based on the 14th annual survey; 2009 is based on the 15th annual survey; 2010 is 
based on the 16th annual survey; 2011 is based on the 17th annual survey, and 2012 and 2013 are based on the 18th annual survey (current).
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Figure 30. ABHPs as the only plan option is on the rise

2007 2010 2012 2013 2014*

ABHP with HRA 20% 20% 23% 26% 32%

ABHP with HSA 25% 38% 48% 53% 67%

Contribute funds to an HSA 15% 30% 39% 42% 57%

Offer an ABHP as our default plan option – 11% 17% 22% 40%

Offer an ABHP as our only plan option 
among our self-insured plan options

– – 9% 12% 23%

Offer an ABHP to collectively bargained 
employees

– – 17% 21% 27%

Note: Based on all companies with or without an ABHP; 2007, 2010 and 2012 are based on prior years of the TW/NBGH Survey. 
*Includes companies indicating “planned for 2014” 

0% 20% 40% 60% 80%

Fund account contributions with dollars (real or notional) tied to wellness 
or health management behaviors

Subsidize premiums of ABHP plan(s) at a higher level than other plan options

Have year-round communication strategy that emphasizes the value of ABHPs to 
employees and the organization’s commitment to these plans

Figure 31. Linking health management incentives to ABHPs is on the rise

41 7 1341 7 13

19 7 2919 7 29

27 18 2627 18 26

In place in 2012 Added in 2013 Planned for 2014

Note: Based on companies with an ABHP or planning to adopt an ABHP in 2014

 “By aligning their ABHP strategy with their health management 
strategy, companies have been able to move to a full-replacement 
ABHP more quickly.”
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Figure 32. ABHP enrollment linked to lower health care costs
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Figure 33. Increased ABHP enrollment linked to lower trends

Change in enrollment rates 2012 to 2013
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Companies able to successfully migrate employees 
into an ABHP stand to reap significant savings. Our 
research shows again this year that companies with 
at least 50% of employees in an ABHP report total 
costs per employee that are more than $1,000 
lower than companies without an ABHP (Figure 32). 
However, an ABHP alone, even with high employee 
enrollment, does not guarantee long-term success. 
Companies with more than half of their employees 
enrolled in an ABHP report a two-year average trend 
nearly identical to the TW/NBGH norm. Where we 
do see a cost trend advantage is among companies 
transitioning their workforce into an ABHP. In fact, 
companies increasing enrollment by 20% or more 
to their ABHP over the last year report average cost 
trends of only 2% over the period (Figure 33). 

Long-term success involves more than changing plan 
design. Where we see a significant difference, year 
after year, is in the comprehensive approach best 
performers take to increase employee and provider 
accountability, help cultivate smarter health care 
consumers and take advantage of emerging trends 
in a rapidly changing provider marketplace. These 
companies prove most successful at holding the line 
on costs.
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Figure 34. ABHPs and performance groups

Best performers Low performers

 
In place in 
2013

Planned to 
add for 2014

In place in 
2013

Planned to 
add for 2014

Offer an ABHP 78% 2% 64% 14%

Offer an ABHP with an HSA 64% 11% 49% 16%

Contribute funds to an HSA 53% 9% 42% 17%

Offer an ABHP with an HRA 31% 0% 25% 6%

Offer an ABHP as our only plan (i.e., total replacement) among our self-insured 
plan options

16% 7% 14% 14%

Note: Based on all companies in respective groups

Best Performers Lead the Way  
on ABHPs

Today, 78% of best performers have an ABHP in 
place, compared to 64% of low performers. But 
now, low performers are taking more aggressive 
steps than best performers to adopt ABHPs and 
boost enrollment in advance of the 2018 excise 
tax rules. In fact, 14% of low-performing companies 

are planning to add an ABHP in 2014, compared to 
only 2% of best performers. Today, best performers 
have significantly higher enrollment in their ABHPs 
among those offering a plan (41% versus 26%). But 
that imbalance will change quickly, since twice as 
many low performers as best performers plan to 
go to total replacement by 2014 (14% versus 7%) 
(Figure 34). As such, 27% of today’s low performers 
could be total replacement by 2014, compared to 
22% of today’s best performers. The effect on their 
performance remains to be seen.

 “Today, best performers have significantly 
higher enrollment in their ABHPs among 
those offering a plan (41% versus 26%).”
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Specialty drugs — groundbreaking biologics, 
injectables and other innovations developed 
to treat complex illnesses such as cancer and 
rheumatoid arthritis — are the fastest-growing 
cost segment of employer-provided pharmacy 
plans. Despite the high costs of these drugs, 
it is often challenging for employers to obtain 
comprehensive and specific cost and utilization 
information on specialty drug spend, particularly 
for medications covered through medical plans 
(Figure 35). When this information is available, 
however, many employers are exploring 
financial and clinical management approaches 
to mitigate drastic cost increases, including 
prior authorization, step therapy and formulary 
management (Figure 37). 

While 20% of respondents have adopted 
incremental solutions, managing high cost 
trends requires more aggressive approaches. 
This remains a strategic challenge.

0% 20% 40% 60% 80%

Partial �lls for �rst-time prescription of oncology drugs

Required case management through medical plan

Structure out-of-pocket charges for retail or mail differently for specialty 
pharmacy bene�ts than for standard pharmacy bene�ts

Care management using �rst-�ll reports from PBM

Carve-out of specialty drugs through a single vendor (i.e., stand-alone 
specialty pharmacy organization)

Formulary exclusions

Formulary step therapy or preferred step therapy (e.g., programs to increase rebates)

Prior authorizations requiring precerti�cation or coverage review before 
the prescription is dispensed (e.g., genetic tests)

Step therapy with review of patient history for eligibility and prior use 
of alternative “�rst-line therapy”

Quantity or dose limits based on clinical evidence (limiting amount or number of days 
a prescription may be dispensed)

Figure 37. Activities to manage specialty pharmacy benefits

In place in 2013 Planning for 2014

64 864 8

63 563 5

71 571 5

37 537 5

22 922 9

21 921 9

15 915 9

17 617 6

48 748 7

37 537 5

Figure 35. Familiarity with specialty 
pharmacy costs

Very 
familiar

Somewhat 
familiar

Not at all 
familiar

Through 
medical 
plans

19% 49% 32%

Through 
pharmacy 
benefit 
programs

43% 38% 19%

Figure 36. Percentage of total pharmacy spend 
through the pharmacy benefit manager (PBM) 
that specialty pharmacy represented in 2012

Less than 10% 9%

10 to 19.9% 36%

20% or more 31%

We don't track specialty 
pharmacy spend

4%

Don't know 20%

 Specialty Pharmacy 
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With the public exchanges opening next year, 
the PPACA rules will require employers that 
offer health care benefits to cover part-time 
employees working 30 or more hours a week, 
or pay penalties. For many employers, this 
change could significantly increase the number 
of employees eligible to receive coverage 
and drive industries that rely on part-timers 
to manage their costs more aggressively. So 
far, few seem to be changing their strategy 
(Figure 39), which may reflect their uncertainty 
regarding exchanges and an interest in waiting 
to see how competitors will respond. We expect 
that reluctance to change significantly in the 
next year out of necessity, especially if costs 
or employees will be lower through the public 
exchanges.

Figure 38. Offering of health care benefits to part-time employees

All 
companies

Industries  
that use  
a high number 
of part-time 
employees

Companies with 
at least 20% 
of employees 
working part time

Yes, with the same options 
as full-time employees

38% 26% 20%

Yes, but with more limited 
coverage or subsidy than 
full-time employees

29% 42% 42%

No, we do not offer 
coverage to part-time 
employees

29% 30% 37%

No, we do not have  
part-time employees

4% 2% 1%

Note: High part-time concentration includes companies in the following industries: health 
services, hospitality, entertainment, professional services, retail and wholesale trade.

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

Companies with 20% or more of workforce part time

Industries with high percentage of part-time workers

All companies

Companies with 20% or more of workforce part time

Industries with high percentage of part-time workers

All companies

Companies with 20% or more of workforce part time

Industries with high percentage of part-time workers

All companies

Reduce the number of employees working 30-plus hours per week

Terminate health care plans for active employees working less 
than 30 hours per week

Increase the number of employees working less than 30 hours per week

79 8 1379 8 13

71 17 1271 17 12

70 15 1570 15 15

85 10 485 10 4

67 4 2967 4 29

84 10 684 10 6

81 12 881 12 8

73 16 1173 16 11

72 14 1572 14 15

Figure 39. Likelihood organizations will take the following action in 
the next five years with their part-time health care programs and workers

Unlikely Somewhat likely Highly likely

 Part-Time Employees  
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With economic challenges persisting and landmark 
reform scheduled to transform the health care 
landscape, there has never been a more critical 
time for employers’ health benefit programs to 
operate efficiently. Our research over the last 
few years has repeatedly shown that the most 
successful companies separate themselves from 
their competitors by making significant strides in six 
core areas:  

 • Health improvement
 • Engagement
 • Accountability
 • Linking provider strategies
 • Technology
 • Healthy environment 

There is a lot to learn from these companies by 
looking at what they have been doing and where they 
are headed. How do the most successful companies 
get ahead? Simply stated, these companies have 
universally made greater strides in each of the 
six core areas, and they use health care metrics 
to gauge their strategies’ impact on two critical 
success factors: cost reduction, and improvements 
in workforce health and productivity.    

How Best Performers Get Ahead
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0% 5% 10% 15% 20%

Adopt new payment methodologies that hold providers accountable 
for cost of episode of care, replacing fee for service

Offer incentives or penalties to providers for coordinating care and using emerging 
technologies or evidence-based treatments

Apply rewards or penalties and/or requirements under your health management 
programs/activities to employees and spouses alike 

Reward or penalize based on biometric outcomes other than smoker, 
tobacco-use status

Offer social media tools including pro�les, social networking, 
discussion forums and blogs

Invest in enhancements to case management for serious conditions 

Audit your PBM

Provide price and/or hospital quality transparency tools purchased through 
one or more of your health plans

Contribute funds to an HSA

Consolidate health and productivity programs with single vendor 

Provide employees with health care service unit price information 

Conduct a PBM vendor procurement 
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Figure 40. Most implemented strategies of best performers in 2013    Strategies Implemented by  
Best Performers in 2013   

The best performers took a number of significant 
steps in 2013 to improve the efficiency of their 
health care programs (Figure 40):    

 • Consolidated vendors to improve delivery and 
coordination of health management programs; 
also taking steps to incent providers to invest  
in new technologies to improve the coordination 
of care

 • Focused more on communication to help 
employees make smarter health care decisions, 
leveraging popular culture technology like 
social media to make sure they have the best 
information on health care providers available

 • Stepped up emphasis on transparency in provider 
prices as well as quality and results

 • Invested in case management to more proactively 
and effectively manage their high-cost cases 

 • Placed more responsibility on employees, tying 
financial incentives to measurable improvements 
in their health; extended these incentives to 
spouses 

 • Started implementing new payment methods to 
providers, placing greater responsibility on them 
to deliver high-quality, efficient care 

Health improvement
Engagement
Accountability
Linking provider strategies
Technology
Healthy environment 
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On the Drawing Board for 2014  

Best performers are successful over the long term 
because they continue to look for new ways to lower 
costs (Figure 41). Their plans for next year include:

 • Optimizing their health care spending by 
approaching it as part of their total rewards 
strategy. They intend to make plan design changes 
and redefine subsidies for dependents. Taking 
this broader view helps them remember that rising 
health care costs take their toll on other parts of 
compensation employees consider important, like 
salary and retirement contributions. 

0% 10% 20% 30% 40%

Provide access to a private or corporate health exchange

Contract directly with physicians, hospitals and/or ACOs

Use reference-based pricing in medical plan

Formally track quantitative outcomes from all vendors

Offer specialty treatment providers/networks 

Fund ABHP contributions with dollars (real or notional) 
tied to wellness or health management behaviors

Offer telemedicine for professional consultations

Adopt new payment methodologies that hold providers accountable 
for cost of episode of care, replacing fee for service

Structure employee contributions based on employees taking speci�c steps

Increase employee contributions in tiers with dependent coverage 
at higher rate than single coverage

Manage company subsidy as part of a total rewards budget rather 
than a health plan budget process

Examine health care bene�ts, employee subsidies and out-of-pocket costs 
in a total rewards framework 
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Figure 41. Top strategies planned by best performers for 2014

 • Integrating their contribution strategy with their 
health management and wellness activities. Many 
more companies are tying their wellness incentive 
strategy to their ABHP account contributions. 

 • Focusing more on the supply side of employee 
health care — holding providers and other 
vendors accountable through payment reforms, 
delivery improvements, value-based designs and 
measurement of outcomes. 

 • Continuing to explore the development of private 
exchanges as a possible alternative to the current 
system of employer-provided health care.
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While health benefit cost trends continue to 
stabilize, they are still significantly above the overall 
rate of inflation. With the excise tax looming, the 
pressure is on employers to better control costs. As 
more of that burden shifts to employees, employers 
are looking to other strategies — particularly 
through changes in vendor relationships, use of 
ABHPs and a greater emphasis on wellness — to 
manage costs. 

Most employers are waiting to see how the PPACA 
will play out before making radical changes to their 
plans, and most expect to continue providing health 
benefits over the next five years. 

In our view, health benefits continue to be a 
differentiator for top organizations when it comes to 
attracting and retaining talent, but they should be 
viewed in the context of a total rewards program that 
carefully balances employee needs and employer 
costs, and leaves enough money in the budget 
for the most efficient employers to reward top 
performers. 

The following strategies offer employers a way to 
manage health benefit costs, prepare for the PPACA, 
encourage employees to take an active role in their 
own health and well-being, and mitigate risks. 

Strategies for Long-Term Success

Take a strong hand in financial management
Take steps to improve efficiency, including: 

 • Use data and metrics to understand the cost 
drivers of your health plan, vendor efficiency and 
population risk profile.

 • Analyze health management programs designed to 
address population health risks, and evaluate ROI 
and cost savings.

 • Negotiate financial arrangements with your 
vendors, including pharmacy benefit managers, 
that include risks for both parties.

 • Audit claims and clinical programs to ensure 
plan designs and programs are administered 
appropriately.

 • Develop a workplace culture that holds employees 
accountable for managing their health.

 Conclusion   
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Understand the excise tax and your options 
for addressing it 
The purpose of the excise tax, which starts in 2018, 
is to lower the high cost of employer-provided plans. 
The government believes these high-cost plans lead 
to the overuse of the health care system and fuel 
rising costs. If you have a high-cost plan, now is the 
time to recalibrate your health care strategy to lower 
costs and avoid the excise tax. This will mean:

 • Restructuring your plan 
 • Adopting ABHPs
 • Using spousal surcharges and dependent tiers
 • Emphasizing accountability in year-round health 
care decision making 

 • Engaging employees in programs that promote 
healthy choices and responsibility for their health

 • Restructuring and rethinking retiree health care
 • Ensuring cost and quality transparency from 
vendors and providers 

Keep an eye on the development of new 
delivery channels for health benefits
Consider whether the public or any of the emerging 
private exchanges might provide reliable alternative 
coverage for certain segments of your workforce. Pay 
special attention to the role public exchanges might 
play in covering pre-65 retirees, part-timers who work 
30 or more hours a week, and lower-paid employees 
who might be eligible for subsidies. Watch the 
actions of competitors and leading companies in 
other industries.

Rethink retiree medical
Review your retiree medical in the context of your 
total rewards philosophy, and reconsider your 
role in providing this benefit. Even with employer 
contributions, the cost of retiree medical is 

becoming unaffordable for many workers, especially 
those not yet eligible for Medicare. Consider the 
benefits to both you and your employees of the 
public exchanges opening in 2014, which offer 
guaranteed coverage at likely lower costs. With 
the improvements in Medicare (especially drug 
coverage), take the opportunity to review your 
Medicare supplement plans. Finally, encourage 
active employees to invest in tax-advantaged 
medical savings accounts (HSAs and HRAs) that can 
be used in retirement.  

Consider a total-replacement ABHP — and 
recognize that not all ABHPs are created 
equal
ABHPs can be very effective in helping to control 
both employee and employer costs, but long-
term success is dependent on a comprehensive 
approach that emphasizes employee and provider 
accountability, cultivation of smarter health care 
consumers and taking advantage of the rapidly 
changing provider marketplace. Align your ABHP 
strategy with your health management strategy, 
and consider incentives and penalties to encourage 
the right employee behaviors. Encourage employee 
enrollment in your ABHP by tying your contributions 
to their HSAs and HRAs. Stress the tax and 
retirement savings advantages of those accounts 
in employee communications. Rethink subsidies 
for dependents. Finally, consider making an ABHP 
your only plan, and offer low premiums, reasonable 
deductibles and attractive contribution strategies.  
Remember, significant employee enrollment is key to 
the success of an ABHP. And don’t forget spouses: 
Extend your incentives and communications to them 
as well. 

 “Remember, significant employee enrollment is key to the 
success of an ABHP. And don’t forget spouses: Extend your 
incentives and communications to them as well.”
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Influence engagement through employee 
education and communication
To overcome poor employee health habits — one 
of the biggest challenges to maintaining affordable 
benefit coverage — develop a culture of health. 
In addition to working with vendors to improve 
employee health through better information on 
health outcomes and cost, consider social media 
and incentives to drive change. Use behavioral 
techniques such as online discussion groups and 
games, team-based and individual competitions, 
online and in-person classes, and other strategies 
that encourage healthy behaviors.

Consider biometric and achievement 
standards initiatives
Go beyond providing incentives for participating in 
biometric screening. Provide meaningful rewards 
for employees who meet health improvement goals 
such as losing weight or quitting smoking. Consider 
following the lead of companies that charge 
penalties to smokers who do not enroll in smoking-
cessation programs. Involve spouses as allies in 
reward programs.

Emphasize accountability and vendor 
partnerships
Leverage the PPACA’s reform provisions (value-
based purchasing, ACOs, bundled payments and 
medical homes — all targeted at improving quality 
and efficiency) to lower your costs. Implement 
performance-based contracts with vendors and 
set specific performance targets. Differentiate 
cost sharing for use of high-performance vendor 
networks, and offer incentives and penalties to 
providers to improve quality, efficiency and health 
outcomes. Require vendors to share information 
on care outcomes and costs to guarantee your 
employees have access to quality information they 
can use to make their health care decisions.

Get in front of the specialty pharmacy trend 
curve now
More employers are becoming acutely aware of the 
impact specialty drugs have on their total health 
care spend and in particular, their pharmacy spend. 
However, a relatively small number of employers 
actually know how much they spend in this area. 
Specialty drugs are trending at an exorbitant rate 
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relative to traditional products, and it is estimated 
that employer spend in this area will double in the 
next three to five years. In light of this, employers 
should understand their total specialty pharmacy 
cost exposure and explore new strategies to 
address this fastest-growing area of pharmacy, 
including utilization management, site-of-care 
optimization, specialty pharmacy networks and 
formulary management. 

Take advantage of new care delivery models 
and treatment settings
Follow the progress of companies that are 
experimenting with lower-cost alternatives to doctor 
visits and high-cost emergency rooms. Consider 
offering onsite health care (e.g., a clinic that 
provides preventive, primary or urgent care) in at 
least one location. Explore telemedicine (remote 
monitoring and real-time interactive services that 
leverage mobile collaboration technologies) for 
professional consultations. Monitor the experience 
of the technology industries that have been early 
adopters of telemedicine.

Consider your health plan in the context of 
total rewards
Are you using your rewards to drive employee 
engagement and organizational performance? If so, 
what role do your health benefits play? Your health 
care costs may be depleting resources that could 
be better spent elsewhere, such as on performance 
bonuses, base salary or any of the other components 
of a total rewards program. By making these trade-
offs transparent to employees, you can help them 
understand the impact that increasing health care 
costs have on rewards and benefits.

Adapt the strategies of best performers
Best performers use a variety of these strategies. 
The key is to first understand your costs, employee 
demographics and overall employee health profile. 
Armed with that information, you can begin to 
understand how the PPACA will affect your current 
health plans and your employees. For example, 
how many of your employees will fall into the part-
time category? Will any employees be eligible for a 
subsidy? Is your plan high cost? If so, how will you 
avoid the excise tax? Once you’ve identified areas to 
target for improvement, you can work with vendors 
and providers to develop a strategy that focuses first 
on your most pressing issues. Build in metrics so 
you can track the progress of your initiatives.
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The Greenlining Institute and Prevention Institute partnered on this project because of a shared interest in

promoting prevention and health equity and a common understanding that workplace wellness programs, 

if implemented correctly, can greatly contribute to improved health. Our collaboration creates a unique 

perspective that we hope will inform the implementation of workplace wellness programs in California and

the rest of the nation. We wish to express our gratitude to everyone who contributed to this brief particularly

the owners and directors of small business and non-profits who spent valuable time to provide us their 

insight and pragmatic perspective on these issues.
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Preventable chronic disease is a significant drain on California’s economy, resulting in

$22 billion a year in medical costs and lost productivity.1 These costs have an impact

on the public sector and businesses of all sizes. Additionally, there are typically over 400 preventable deaths and

over 400,000 preventable injuries annually in workplaces across the state.2,3 The workplace is an appealing venue

for prevention because most people spend a significant portion of their lives at work and changes to the social

and physical workplace environment can be made quickly. Workplace wellness programs (WWPs) have captured

the attention of business and health leaders, policy makers, and insurance companies as a potential strategy to

prevent chronic disease and contain health care costs. 

The passage of the Affordable Care Act (ACA) has heightened the emphasis on prevention in the workplace by

including provisions specifically encouraging implementation of WWPs. Research suggests that WWPs can 

improve the health of employees and yield a significant return on investment for employers. However, the research

and evidence-based practice is far from complete. Significant questions 

remain about the relative effectiveness of the range of workplace 

wellness approaches in different work environments and among 

diverse employee populations. 

Over the next couple of years, California policymakers, employers,

business and labor groups, and health leaders are going to be 

considering and implementing approaches to workplace wellness. The 

impact of those approaches will depend upon how solutions are 

designed and applied throughout the population. “One-size fits all”

solutions will inevitably work more effectively for certain groups of

people, while leaving others behind. In this brief, The Greenlining

Institute and Prevention Institute lay out key questions to consider

about workplace wellness for California’s small business and diverse

workforce. We did a review of the academic and policy literature and

conducted a series of 10 interviews with high-level staff of small 

businesses and non-profit organizations owned or operated by people

of color. We focused our attention on these businesses both because

of the ethnic diversity of California’s workforce and in order to 

understand the implications on the businesses and employees who

may be most sensitive to the economic and health implications of

workplace wellness programs. The recommendations herein reflect a

desire to see equitable, non-punitive, and functional programs that

benefit all California workplaces. 

INTRODUCTION

Under Section 10408 of

the ACA, the federal 

government has appropri-

ated $200 million of grant money in order

to help businesses with 100 or fewer 

employees to develop workplace wellness

programs.4 The ACA also includes a 

provision that allows an employer to 

decrease an employee’s premium contribu-

tion by up to 30 percent (federal officials

could agree to raise this to 50 percent) of

the total cost of coverage if the employee

chooses to participate in a workplace 

wellness program and the employee meets

specified health benchmarks established

by the health plan and/or employer.5 The

ACA further states that employers must

offer an alternative standard for an 

individual for whom it is unreasonably 

difficult or inadvisable to participate in the

wellness program6, however, clarification

for what “unreasonably difficult” might

mean is not offered. 
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California’s Small Business Landscape

California is a state with incredible diversity; approximately 60 percent of the 

population is a race other than white.7 In addition to the array of ethnic and racial groups, California’s business

landscape varies from huge corporations like Google to more modest mom and pop shops in local communities.

Our policymakers should strive to develop equitable, non-punitive, and functional plans for small businesses. 

• Nearly four million Californians are employed by a firm with fewer than 50 employees.8

• One million Californians are employed by a small business owned by a person of color.9

• Owners of color tend to hire more people of color.10

• Most small employers believe that employee health is important to the bottom line yet only

22% offer WWPs to employees.11

• Ethnic small businesses are more concentrated in “blue collar” industries.12

The Greenlining Institute and Prevention 

Institute conducted an extensive review of the

peer-reviewed literature, gray literature, and publicly available employment data to develop

the findings and recommendations that follow. Additionally, we interviewed ten small

business and non-profit organization owners and executive directors of color from

Northern and Southern California as key informants on the realities of workplace 

wellness. Interviewees represented a diverse grouping of informants: 2 Female, 8 Male; 6

For-Profit, 4 Non-Profit; and 2 Asian, 2 Black, and 6 Latino. 

Interviews were analyzed independently by readers from Prevention Institute

and The Greenlining Institute who categorized key themes and trends from

each interview and identified congruent findings. The interviews do not 

reflect a representative sample but they do inform the research findings and

provide the perspective of diverse small business owners on WWPs and their

needs and barriers when it comes to implementation of such programs.

Definitions

For our research purposes we 

defined small businesses with

owners of color as: (1) businesses

or non-profits that (2) had owners

or executive directors of color and

(3) employed between zero and

fifty employees. Additionally,

workplace wellness programs

were defined as a set of practices,

policies, and/or programs that

businesses can implement to 

improve their employee’s health.

BACKGROUND

PROCEDURES AND METHODS
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Workplace wellness programs have the potential to reach some 16.5 million Californian

workers.13 Employers stand to benefit from reduced health care payments, less employee

absenteeism, and greater worker productivity. Research has documented the health benefits and cost-effectiveness

of well-designed, comprehensive workplace wellness programs. Estimated benefits range from $3 to $6 for every

$1 invested in WWPs.14,15 A recent study by the Urban Institute indicated that well-designed initiatives could

save the California Public Employee Retirement System (CalPERS) as much as $54 million annually.16 However,

the majority of current research on workplace wellness programs focuses on large white collar settings. Looking

at the evidence through the lens of small businesses, particularly those with diverse leadership and employees

and those in blue collar and service industries, a number of key themes emerge, including:

Strategies that involve punitive measures or incentives 

should be avoided:

The majority of corporations have incorporated wellness plans that

make use of incentives and/or penalties.17 These incentives or penalties

are usually financial, often increasing or decreasing the employee 

contribution to health premiums, and are tied to a range of bench-

marks from health status (e.g., blood pressure) to health behavior (e.g.,

use of tobacco) to participating in a specific wellness activity (e.g.,

screening for risk, health education class, etc.). The difference between

penalties and incentives is largely semantic; the result either way is one

group of employees end up with a financial advantage based on 

achieving a health benchmark. Given allowances in the ACA for using

incentives and penalties as part of workplace wellness programs, 

implementation is likely to go up among employers in businesses of

all sizes. However, punitive measures and incentives are problematic

for a number of reasons: 

The evidence does not demonstrate effectiveness: There is some evidence that punishments/rewards increase

participation in wellness programs, but it is unclear that any improvements in health are achieved.18 Punitive

measures are specifically identified as being unproductive, in part because penalizing employees for not partici-

pating in programs or not achieving certain health outcomes is likely to instill resentment.19 This should be of

particular concern among small businesses where employees and management often work more closely together.

A few corporations have received significant attention for claiming to have lowered health care costs through

the use of incentives, but those claims have been roundly questioned and in some cases evidence to the contrary

has been presented.20,21

The result can be less affordable care: When incentives impact health care premiums, the ability of employees to

purchase coverage for themselves and their families can be affected. There are significant fairness and equity 

considerations of creating tiers of employees based on health benchmarks (discussed below), and as Families

FINDINGS

Employers interviewed 

reported two distinct 

approaches to promoting

employee health: through specific benefits

offered to employees (e.g. gym member-

ships, nutrition classes) and through 

the workplace environment (e.g. providing

healthy snacks, ergonomic-related 

activities, organize lunchtime walks). 

However, these approaches were 

not incorporated as part of a formal, 

comprehensive plan or policy.

•

•
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•

USA put it in their analysis of these measures, “The bottom line is that these programs can have the same effect

as an insurer charging a person more for coverage based on pre-existing conditions—a practice that the Affordable

Care Act is designed to end entirely by 2014.”22 The impacts of shifting costs to less healthy employees are likely

to be even more significant in small businesses where employers and employees already pay more for coverage.23

Lower-income employees and people of color will be unfairly impacted: People of color and low-income 

individuals are more likely to suffer from chronic health problems, to lack resources to improve their health, and

to receive poorer quality health care and are, thus, disproportionally penalized by incentive plans that tie premium

amounts to their health.24 Additionally, in cases where incentives are tied to health status benchmarks, those

benchmarks are often arbitrary and inadequate proxies for health. For example, in some incentive programs,

employees with a Body Mass Index (BMI) of 30 or above are penalized. Not only is BMI alone not a good 

indicator of overall health, but the difference between 29 and 30 is less than the difference between 26 and 29.

The result is not insubstantial: according to the Washington Post, “American families with average health benefits

could have $6,688 a year riding on blood tests and weigh-ins.”25 Certain employees will be more able to achieve

incentives based on factors such as their access to places to be physically active (e.g., clean safe parks, fitness 

facilities, walkable streets) and access to affordable, healthy food.26

Targeting workers with the poorest health outcomes can produce

the biggest health gains:

People of color and low-wage workers experience higher rates of

chronic disease, but are the least likely to have access to effective

WWPs.27,28 Even when they do have access, these groups are less likely

to participate because of concerns about discrimination, perceived or

actual cost of participation, lack of cultural relevance and incompatible

work schedules (particularly low-wage workers working multiple jobs

to make ends meet).29 Policy solutions will need to provide clear 

guidance on how to develop culturally relevant WWP recruiting and

delivery strategies that align with worker priorities, beliefs, values, 

perceptions, practices and availability to maximize participation by

low-wage workers and workers of color.

In general, interviewees 

expressed an interest in 

implementing a workplace

wellness program in their business/

non-profit. However, all of the small

businesses and non-profits reported that

cost would be a major consideration

in whether or not they would imple-

ment a workplace wellness program.
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Comprehensive approaches that focus simultaneously

on individuals and their environment have the 

greatest impact:

The evidence points toward the efficacy of more intensive

and multifaceted strategies.30 The most effective programs 

include individualized risk-reduction assessment, health

awareness programs, and a “healthy company” culture.31

However, though 90% of workplaces report engaging in some sort of wellness “activity,” less than 7% provide

multiple elements of a comprehensive approach.32 Even though well-designed, comprehensive WWPs are

cost-effective, they are rarely implemented, especially at smaller worksites.33 A review of common approaches

reveals six primary elements of worksite wellness initiatives (that can be implemented in coordination): 

Work environment policies or practices that support a “healthy workplace,” such as banning smoking near state

office buildings, encouraging use of stairs, and establishing food guidelines (cafeterias, vending machines, etc).34

Programs and events, such as fitness challenges, bike to work days, and walking clubs. 

Assessment and monitoring, identifying key risk factors and establishing individual goals and benchmarks. 

Counseling and information, connecting employees to on-site and off-site support and providing individual

and whole-staff education.

Community environments: in situations where employees (and potentially, retirees) make up a significant

portion of the population of a community, strategies targeting positive changes to the community 

environment make sense and can be aligned to support changes within the workplace.

“[Workplace wellness programs] must

promote a healthy work environment and

address individual health & well-being.”

– Director, non-profit housing development agency

•

•

•

•

•

San Francisco Housing Development Corporation (SFHDC)

SFHDC is a small non-profit organization focused on reversing gentrification in communities of color.

SFHDC believes employee health and well-being is critical to its mission and has cultivated a healthy

work environment to enable staff to make healthful choices by default. For example, SFHDC provides

fruits and vegetables during staff meetings and encourages lunch-time walking activities. In addition,

the agency attends to individual employee health needs by occasionally offering onsite massages and acupuncture and

providing affordable health care. SFHDC also recognizes that the surrounding community – where many of its employees

live – plays a crucial role in shaping the health and well-being of its staff. In addition to its many housing projects, the

agency has also developed a local grocery store, an organic restaurant that sources its produce from a community garden

across the street (also developed by the agency) and has encouraged corner stores to carry more fruits and vegetables.  
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Employees and management should collaborate on the

development and implementation of the program and

equitably share fiscal benefits: 

WWPs are more likely to be successful when they are developed

collectively and not imposed as a top-down directive. 

Employees should understand program objectives, have 

a voice in selecting program elements, and have a clear 

mechanism for sharing in the potential benefits.35,36,37 This

also ensures that the program developed is culturally relevant

for the specific employees who will participate. During interviews, employers expressed that they want to engage

employees about health and wellness, but approached the topic with caution because they do not want to appear

as telling their employees what to do. Working collaboratively helps address this concern.

Identify a range of workplace wellness activities.

Public, non-profit, and private sector employers and employees should be given guidance on effective workplace

wellness practices but also given options in order to develop approaches that are most appropriate for the given

circumstances.38 In particular, there is a robust history and demonstrated effectiveness of occupational health

and safety practices (which are more applicable to blue collar and service workplaces with acute physical dangers),

and those elements should be incorporated into workplace wellness programs. It doesn’t make sense, for example,

to prioritize and implement strategies to address chronic disease if employees are missing work due to back injuries.

“I would consider [a workplace wellness

program] if it was designed for small 

businesses. It should be flexible enough

that the number of participants doesn’t determine

success. A lot of programs are geared for big offices.”

– Owner, temporary employment agency

Based on our review of the literature, practice examples, existing policy and 

interviews with high-level staff of small businesses and non-profit organizations

owned or operated by people of color, we see a number of factors and approaches that are critical for consideration

as state officials and others consider how to legislate workplace wellness. These issues require additional research

and discussion to increase understanding of challenges and potential solutions.

1. Policy:

• Encourage comprehensive approaches that include an emphasis on creating healthy

and safe workplace environments.

• Identify ways to seamlessly incorporate workplace wellness policies into existing incentive and

regulatory structures.

• Facilitate small business participation by minimizing paperwork and red tape and designating

a state-level office to provide design, implementation and evaluation support.

• Eliminate the use of health outcome benchmarks in order for an individual employee to receive

an incentive for participating in a WWP.

RECOMMENDATIONS
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2. Research: 

• Establish a work group among state health officials, business and employee stakeholders, and public

health advocates, to review existing literature and develop recommendations on implementing

WWPs in small-business settings, including: 

� Conducting a survey with a representative sample of small business owners of color

to determine best practices, needs and interest in implementing WWPs;

� Tailoring programs for “blue collar” settings;

� Best practices for implementing WWP within diverse communities; and

� Best practices for using non-punitive incentives to encourage participation in a WWP.

• Review health data from small-business employees to identify patterns of illness and injury

based on workplace characteristics, demographic data, etc., and to identify potential high-impact

opportunities to improve employee health.

3. Education & Outreach: 

• Create materials designed specifically for employers and employees in small businesses that are

culturally and linguistically appropriate and include: clear rationale for implementing workplace

wellness, advice about best practices, and contact information for potential resources and supports.

• Enlist business associations and labor unions in 

providing support for small businesses, including 

conducting outreach and education, technical 

assistance in implementing a WWP, and 

evaluating the effectiveness of programs, which 

should include incorporating employee feedback 

and suggestions on what does and does not work 

in a WWP.

• Create a venue(s) for discussing ways that small business can work together with large businesses to 

address factors in the community environment that are negatively affecting the health of employees 

(e.g., access to healthy food, safe routes to work).

“I’d like to get a [workplace wellness]

plan tailored to businesses like mine

through an association like the Hispanic

Chamber of Commerce.”

– Owner, public relations firm 



Factors such as environment, social

status, educational attainment, and

accumulation of economic assets

are closely linked to the health 

outcomes of

individuals,

families, and

communities.

�

Approxi-

mately 32

million Ameri-

cans who

currently do not have health insur-

ance will gain coverage in 2014.
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We are cautiously optimistic about the potential of workplace-wellness programs to

help contain healthcare costs and to improve the health and well-being of millions of

California’s workers. Preventing illness and injury through workplace-based strategies potentially benefits 

employees and their families, employers, and public and private insurance providers. There is emerging evidence

about the effectiveness of WWPs in improving chronic disease outcomes, and a long history of occupational

health and safety practices reducing workplace injury and death. Incentives in the ACA have the potential to

serve as a catalyst for expanding WWP’s broadly in California. However, policy solutions need to respond to

potential unintended consequences and account for the state’s incredibly diverse communities and businesses in

order to make wellness programs work for all Californians. 

If policies and programs are developed and implemented carelessly, workplace wellness 

programs could be ineffective or potentially detrimental to employees, and/or exacerbate

health inequities. Therefore, a critical need exists to have a robust dialogue that engages a

range of stakeholders—including employers, employees, public health advocates, and health

experts—to develop a strategic and comprehensive approach to workplace wellness in small

businesses, especially those who employ and are operated by people of color. 

CONCLUSION
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