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ABSTRACT

Twenty years have passed since the article, “Health
Care Benefit Crisis: Cost Drivers and Strategic Solu-
tions,” appeared in this Journal (Parmenter, Journal
of Financial Service Professionals 58, no. 4 (2004):
63-78). And nearly 10 years have passed since Part
1 and Part 2 of “The Health Care Benefit Crisis, Ten
Years Later,” were published in 2015 (Parmenter,
Journal of Financial Service Professionals 69, no. 2
and no. 3 (2015): 67-83; 83-91), evaluating the state
of employer-sponsored self-funded health benefits
in the decade from 2004 to 2014. This article, the
second in a series, summarizes the viewpoints of
employers, employees, and consultants from sur-
vey data, along with contemporary employer actions
addressing various health care issues. Part 1 exam-
ined how the drivers of cost have evolved over the
past two decades since those original articles were
published. Part 3 will propose a new set of legisla-
tive initiatives that align incentives to improve the

cost and quality of health care for key stakeholders.
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Introduction
his article, the second in a series of three,
T builds upon the findings of Part 1 which
focused on the drivers of health care costs
over the past two decades up to present. Initial focus
of this article will be on employers, covered employ-
ees, and consultants and their views regarding vari-
ous health care issues and trends. This includes the
shift from strategies employed over the past two de-
cades to those being implemented today by employ-
ers with the assistance of advisors. Also discussed is
the expansion of the era of ownership in health care.
Finally, in Part 3 of this series, a set of recommen-
dations designed to curb health benefit costs and to
encourage higher quality care will be outlined.

Advisors who provide financial planning, estate
planning, and retirement planning for individuals
need to understand the health care landscape be-
cause health care and financial well-being are in-
terrelated. Advisors who work with employers in
employee benefits are directly involved in the chal-
lenges that rising health benefit costs pose to their
clients and can glean new ideas from the strategies
discussed herein.

An efficient health care delivery system is crit-
ical because most American employers agree that
health benefits and a healthy, productive workforce
are essential to the success of firms in the global
economy.!
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Employer Views

Given the progression of increasing costs, with ex-
pected cost increases of 7 percent in 2024* and mixed
results with quality outcomes over the past two decades,
it is essential to take the pulse of benefits leaders, em-
ployees, and advisors. Recent studies by Arizent, then
the parent company of Employee Benefit News, point to
how benefits leaders and employees view health care
benefits and the broader delivery system today.”

When employers were asked about the current
state of health care benefits, 80 percent saw an in-
crease in overall costs, and 66 percent reported an
increase in employee premiums. Nearly 80 percent of
employers believe their next benefits cycle will bring
higher costs. Most employers (65 percent) agree their
workforce is generally healthy, but a majority admit
they have seen either no improvement or a decline
in employee health over the past few years, and 40
percent have seen an increase in the use of sick days.*

Employers’ actions include 89 percent taking
steps to control health costs, with the majority fo-
cusing on wellness benefits that bolster preventative
care access, telemedicine, and health care navigation
tools. A significant majority (70 percent) are con-
cerned about being able to afford health care cover-
age for their workforce.’

Employee Views

Employees say their premiums are too expensive
and they pay too much for care under their current
plan. Employees also feel anxious about medical debt,
with nearly a quarter saying they have medical debt,
40 percent saying it is their primary source of stress,
and 76 percent worried that they will eventually have
medical debt.® Health care literacy is also low among
employees. When employees were asked about their ba-
sic knowledge of terms like deductible, premium, and
copay, only 31 percent earned a score above 70 percent.”

Consultant Views
MedCity News partnered with Quantum Health
in 2023 to survey over 100 experienced health care

benefit consultant leaders working with self-funded
employer plans.® Some of the key findings of the 2023
Benefit Consultant Sentiment Index include the view
that integration and consolidation of care manage-
ment solutions are the way forward, along with full
navigation platforms. The complex benefits landscape
requires consultants to build a broad knowledge base
for a greater hands-on role, according to 63 percent
of respondents. The focus of consultant time is devel-
oping long-term strategies and innovative solutions for
clients. Mental health care and inclusive family plan-
ning are among employees” most frequently requested
benefits. Fifty-three percent of consultants said they
typically guide their self-insured employer clients to
an independent health care navigation company com-
pared to a client’s existing carrier or consultancy.’

Shift in Strategies over Two Decades
The Most Common Strategic Levers

Table 1 lists the strategic levers proposed in the
2004 “Health Care Benefit Crisis: Cost Drivers and
Strategic Solutions” article,’” along with high-level
comments on the relevancy of each lever as described
in the two “The Health Care Benefit Crisis, Ten Years
Later” articles in 2014" and an assessment and rele-
vancy in 2024. In retrospect, many employers, par-
ticularly those with self-funded plans, have deployed
many of these and other levers with varying degrees of
success. Rather than a discussion section of these driv-
ers, the following narrative discusses current trends
and actions, which are more relevant to today.

The executive summary from the Business
Group on Health (BGH) captures the primary ar-
eas of focus for employers for 2024."* These are in
response to an increase in plan cost of 6.9 percent
before plan changes, like the 7 percent by the IF-
EBP survey cited earlier."”

* Employers focus on providing high-quality
health care services while managing overall
costs. For too long, costs have been increasing
at an intolerable pace with no improvement in
patient outcomes or experience. This conflu-
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ence of factors is leading employers to examine
their partnerships with health plans, vendors,
and others to ensure that employees and
their dependents are receiving high-quality,
cost-effective services that deliver the expect-
ed outcomes. Increasingly, employers will hold
vendors accountable through greater transpar-
ency of results, pricing, and contractual terms.

in mental health concerns, with an accom-
panying need for more services. Whereas 44
percent of employers saw an increase in mental
health needs last year, 77 percent of employers
reported an increase, with another 16 percent
anticipating such an increase in the future.

Employers’ perceptions about virtual health
continue to evolve. Their belief that virtual

* A lingering effect of COVID-19 is an increase health will significantly impact health care in

TABLE 1

2004, 2014, and 2024 Strategic Levers and Relevancy

2004 Strategic Levers

2014 Assessment of 2004 Levers

2024 Assessment of 2004 Levers

Defined-Contribution (DC)
Approach

Has evolved with private exchange
model

Growing popularity

Employers have moved away from the DC,
or cafe plan, approach because costs have
grown too much, and it represents too much
cost shifting?

Health Promotion Plan

Remains relevant
Has grown in popularity with mixed results

Evolving due to challenged value and
emergence of new technologies

Most employers have a wellness plan, but
do so less for cost savings and more for
providing resources to employees and it has
become an expectation in the market®

Account-Based Plans

Exceptional growth in employer adoption
but slower growth in employee enrollment

Enrollment in high-deductible health plans,
which are often paired with health savings
accounts, has peaked at about 30%°

Accountable Plans

Value-based care with realigned provider
incentives offer hope

Emergence of accountable care organi-
zations (ACOs)

The percentage of employers that offer or
will pursue various value-based care initia-
tives include centers of excellence (COE) at
92%, high-performance networks (HPNs) at
46%, value-based primary care at 32%, and
ACOs at 31%¢

Intensive Health
Coaching

Still relevant, evolving to a more person-
alized approach with providers

Better risk segmentation and targeting

Better engagement platforms

Health coaching, which may be part of
wellness or disease management programs,
is now more likely with independent care
navigation solutions which drive higher
engagement in point solutions

2Business Group on Health, “2024 Large Employer Health Care Strategy Survey,” August 23, 2023.
bK. Bottles, “Workplace Wellness Programs: Right or Wrong?” Physician Leadership Journal 2, no. 3 (2015): 34.
°Kaiser Family Foundation (KFF)/Health Research and Educational Trust (HRET), Annual Surveys of Employer-Sponsored

Health Benefits.

dBusiness Group on Health, “2024 Large Employer Health Care Strategy Survey,” August 23, 2023.
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the future has declined since 2021, when 85
percent of employers said this was the case. In
2022, that number dropped to 74 percent, and
to 64 percent in 2023.

» Employers are taking action to better manage
drug costs. Plan sponsors are engaging phar-
macy benefit managers (PBMs) for more trans-
parency than ever. A total understanding of
how average wholesale price (AWP), dispens-
ing fees, and rebate structure make up the true
cost of a drug to the plan is vital. Additionally,
employers are pioneering changes to plan de-
sign by deploying a combination of solutions
with the goal of specialty drug cost contain-
ment. These include alternate funding and site
of care (service) programs, implementation of
lockout lists, and value-based manufacturer
agreements for drugs with the highest price
tags. Utilization management (UM) programs
have been demonstrated to be effective in the

TABLE 2

Summary of BGH Survey of Large Employer Top Strategies for 20242

reduction of specialty pharmacy spend. Finally,
employers are taking a more active role in PBM
oversight and reporting to ensure accountabil-
ity to performance guarantees.

* Employers’ health equity approaches are evolv-
ing and expanding, focusing on serving spe-
cific communities and populations within the
workforce. Eighty-five percent of employers
will implement at least one strategy to support
the company’s diversity and inclusion efforts.
Others are expanding fertility and fami-
ly-forming benefits and offering health plans
with lower cost-sharing to address affordabil-
ity concerns. Ninety-five percent of employers
planned to implement at least one strategy to
address health inequities by 2024.

Table 2 shows the shift in priorities from 2014 to

2024 for employers regarding the cost and quality of
their health benefit plans.

In addition, the increased prevalence of late-stage

Percentage of
Employers Planning

2024 Actions (Quality Focused) to Take Action
Navigation to higher quality sites of care/care providers 82%
Integration of virtual care delivery and in-person care 80%
Improved transparency of quality 76%
Improved transparency of cost 73%
Pursuing efforts that reduce inappropriate and unnecessary care 70%
Ability to select providers based on specific expertise or demographics 66%
Pursuing clinical innovation 47%
Movement away from fee-for-service towards value-based and alternative payments 46%
Pursuing administrative efficiencies within provider practices to support care delivery 38%
Data interoperability/electronic health record improvements 38%

3Business Group on Health, “2024 Large Employer Health Care Strategy Survey,” August 23, 2023.
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cancer diagnoses, a lingering effect of the COVID-19
pandemic, is a reason why one in two employers say
cancer is the number one driver of health care costs,
and 86 percent say it is among their top three." In
fact, 41 percent of employers are anticipating more
late-stage cancers in their population due to delayed
screenings. Employers are addressing this by focusing
on advanced screening measures and maintaining
100 percent coverage for recommended prevention
and screening services. Employers are also keeping
an eye on clinical advancements in oncology, includ-
ing biomarker testing and immunotherapies, and are
focused on guiding members to high-quality care
in hopes of improving health outcomes for patients
affected by cancer. A cancer-focused COE approach
was expected to be offered by 53 percent of employers
in 2024, with an additional 23 percent considering
this approach by 2026.”

Themes emerge from comparing strategies in
2004, 2014, and 2024. First, the strategies identi-
fied in 2004 were discrete plan type changes, such
as adopting an account-based or accountable plan,
or discrete programs, such as health promotion or
health care coaching. By 2014, the level of action was
low, ranging from 16 percent to 36 percent, com-
pared with 2024, which ranged from 38 percent to

FIGURE 1

80 percent. The nature of the actions in 2014 shifted
to transactional actions, such as adapting to the im-
pact of the Affordable Care Act, passed in 2010, and
plan design and contribution strategies. By 2024, a
more unbundled transformational approach has been
embraced by employers with an emphasis on trans-
parency, reduction in waste, innovation, value-based
care, health care navigation, and quality.

The move toward value-based care strategies has
been slower than expected, but as illustrated in Fig-
ure 1, value-based care strategies are becoming part of
the employer health plan tool kit.'* Employers wish to
help employees navigate to high-quality providers, and
many continue to leverage different plan designs and
payment structures. The percentage of employers offer-
ing ACOs and HPNGs held steady from 2023 to 2024.
This is largely due to the ability of health plans to in-
tegrate ACOs and HPNGs into their own networks. In
2024, 46 percent were expected to have an HPN, and
31 percent of employers planned to offer an ACO.”

Health care benefits have evolved over the years.
Seven major components of health benefits are list-
ed in Table 3, indicating how macro-level strategies
have shifted over the eras from the end of World War
II, when the tax exemption for employer-sponsored
health benefit plans was enacted, to the present day.

Employer Use of Various Value-Based Care Strategies, 2024
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The components of this eras model are (1) popula-
tion health, (2) network and (3) care delivery, (4) plan
structure, (5) care consumption, (6) incentives, and
(7) member choice.

Value-based primary care strategies, particularly
direct primary care (DPC), are gaining popularity
among employers. DPC is a rapidly growing innova-
tive model that pays for health care, cuts out health
insurance, and operates on a membership basis. From
2017 t0 2021, DPC memberships grew ata compound
annual growth rate (CAGR) of 36 percent, growing
241 percent overall. In the context of employers,
the employer will typically pay a monthly or annual
membership fee for the covered member to provide

TABLE 3

The Eras of Health Benefits

access while wrapping around benefit coverage for
specialty care. Membership fees average around $40
per month for children and range from $65 to $85
per month for adults, depending on age. With respect
to traditional primary care, DPC providers operate
with less overhead and have smaller patient panels, on
average ranging between 200-600 patients. Because
of the smaller panel sizes, members of a DPC practice
tend to have longer-duration office visits, same-day or
next-day appointments, text or phone-based provider
contact, and occasionally home visits. Furthermore,
DPC providers often dispense medications at whole-
sale prices and offer access to discounted lab testing,
providing even more value. DPC is most popular

Phases Indemnify Capture Steer Manage Shift Incentivize own
Components | Indemnity Plan | HMO PPO, EPO, POS | DM, CM, PBM CDHP, HDHP, HSA Wellness Incentives |Value-Based Care,
ACOs
Population Unmanaged Capitation, Steer to Telephonic Shift responsibility | Provide incentives to | Provider-led
Health Gatekeeper providers with |disease-specific | to consumer to workers for self-care, | accountability for
PCP, Referral | best rates management manage screenings, and pop. health using
Management health improvement |data and technology
Network and Reactive FFS; | Gated; PCP Reactive, FFS, |Focus on chronic | Built on PPO, EPO Vendors everywhere |Outcomes-based
Care Delivery | No network driven in Discounts for |disease and drug | or POS PCMH and narrow
network; no volume management, network
OON coverage carve-outs
Plan Base Plus Major Medical |PCP/SP Voluntary High deductible and | Premium discounts, |Providers at risk for
Structure Major Medical |with PCP/SP Copays participation coinsurance with an |account deposits, outcomes and cost
Copays account gift cards, etc.
Care Patient driven | Managed by Patient driven | Patient driven Patient driven to Patient coaxing to Physician and
Consumption the PCP by network with care conserve dollars self-care patient collaboration
support supported by plan
and infrastructure
Incentives None Physician Patient Generally, none [Employee incentives | Incentives to Aligned patient/
incentive to incentive to to build HRA/HSA participate or physician incentives
stay in budget | stay in network balance achieve outcomes
Member Choice of Choice of PCP | Choice of Patients choose | Patients choose Workers choose to |Patients and
Choice physicians providersina |toengage with |how to use account |engage physicians choose to
network nurse manager |[dollars develop care plan
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among self-funded employers with longer employee
tenures, as they can recoup the cost savings of invest-
ing in preventive care. Jumbo organizations may have
a near-site or on-site primary care clinic.

Employers are slowly moving toward the ownership
era of health benefits (Table 3). This is characterized by
accountable care and aligned incentives including:

* value-based care, ACOs

* provider-led accountability for population

health using data and technology

* outcomes-based patient-centered medical homes

(PCMH) and narrow network

* providers at risk for outcomes and cost

* physician and patient collaboration supported

by plan and infrastructure

* aligned patient/physician incentives

* patients and physicians choose to develop care

plan

While only 13 percent of small to mid-size com-
panies cited moving to value-based care in 2024, 46
percent of large employers reported this as an action
they planned to take in 2024. Both groups cited care
navigation as a key component in strategy, with 37
percent from the EBN survey and 82 percent of large
employers from the BGH survey. Care navigation of-
fers member/patient support on health care journeys
that include all seven components of the eras model.

Conclusion

From 2004 to 2024, employer-sponsored health
benefit plans have experienced significant increases
in costs without a corresponding increase in quali-
ty health care outcomes. In this three-part series,
the authors evaluate the state of employer-sponsored
health benefits in comparison with earlier articles. In
this article, the second in the series, the viewpoints of
employers, employees, and consultants are summa-
rized. Also discussed are the strategies employers have
implemented to address cost and quality concerns,
with a focus on those strategies being implementing
today with the assistance of advisors. In Part 3, the
series will conclude with a set of recommendations

designed to curb health benefit costs and to encour-
age higher quality care. ®
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