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Summary

•

Employers' use of cost management
strategies in health care has become more
prevalent as a result of the growth in employment-based
health insurance, third
party reimbursement,
and technological
advances.
Responding
to rising health
care costs, employers have moved to managed care, which can be defined as any
type of intervention
in the provision of health care services or reimbursement
of
health care providers that is intended to provide health care services in the most
efficient setting.

•

Firms have been increasingly
requiring workers to contribute to health
insurance premiums.
In 1979, employers fully paid for single coverage health
insurance for 73 percent of full-time workers employed in medium and large
private establishments.
By 1993, only 37 percent of workers had their coverage
fully paid for.

•

There has been an increase in the cost-sharing
provisions of traditional fee-forservice health insurance.
Between 1989 and 1992, more workers were subject to
higher deductibles,
higher coinsurance rates, and higher out-of-pocket
maximums.

•

Employers have increased their use of utilization review (UR) programs.
These
programs are designed to monitor the progress and appropriateness
of health
care services on a case-by-case basis.

•

The use of HMOs has been one of the most prevalent methods utilized by
employers to control rising health care costs. In 1980, there were 236 HMOs, with
9.1 million enrollees.
By 1994, there were 547 HMOs, with 43.4 million enrollees.
Recently, the largest increase in enrollment occurred in mixed model HMOs and
independent
practice arrangements.
Group-based
plans, i.e., staff, group, and
network model HMOs, experienced a decline in enrollment between 1993 and
1994.

•

Preferred provider organizations
and point-of-service
plans have emerged as
strong alternatives
to fee-for-service plans and HMOs. The number of
individuals
enrolled in these plans increased significantly
between the mid-1980s
and today. Recently, the growth rate of enrollees in these plans has exceeded the
growth rate of enrollees in HM©s because they allow greater choice of physician.

•

Employers have formed health care coalitions to increase bargaining power for
discounts with area hospitals, monitor quality improvements,
and search for
other ways to control costs. These coalitions are successful in reducing
expenditures
on health care because they create a competitive
market with sound
economic principles such as volume purchasing
and competitive bidding.
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Table 1
Percentage

of Employers With CosbSharing
Provisions,
by Level of Cost Sharing and Year
for Traditional Indemnity Plans, 1989-1992

Individual
Amount

Deductible
1989

1990

1991

1992

40%
15
29
11

38%
15
27
18

34%
15
28
23

29%
13
28
26

1989

1990

1991

1992

23%
7
2
62
a

25%
5
2
65
2

27%
4
2
63
1

25%
4
2
65
1

1989

1990

1991

1992

0%
10
15
20
25

8%
6
2
77
a

6%
5
2
84
2

6%
4
2
82
1

5%
4
2
83
1

Employee
Out-of-Pocket
Maximums

1989

1990

1991

1992

<$1,000
$1,000-$1,499
$1,500-$2,499
$2,500-$4,999
$5,000+

35%
38
21
4
2

37%
37
20
5
2

30%
39
24
6
2

28%
38
26
6
2

$100 or less
$150
$200
Over $200

Coinsurance
Inpatient

Rate for
Care

0%
10
15
20
25
Coinsurance
Physician

Rate for
Visits

Source: A. Foster Higgins & Co., Inc., Health Care Benefits Survey, Report 1: Indemnity
Design and Funding (Princeton, NJ: A. Foster Higgins & Co., Inc., 1990-1993).
aData

not

available.

Plans: Cost,

Table 2
Percentage

of Surveyed Employers with Utilization
for Traditional
Indemnity
Plans,
1989-1992

Type of Program
Precertification
of Elective
Concurrent Review

Admissions

Catastrophic
Case Management
Outpatient
Utilization
Review
Second Surgical Opinion
Mandatory

a

Voluntary b
None of These
Source:

A. Foster Higgins
1993).

aFor specific procedures.
bFor all procedures.

Review

Programs

1989

1990

1991

1992

73%
52

81%
65

81%
65

83%
66

55
19
89

65
20
88

67
19
82

69
22
71

59

55

49

45

30
9

33
7

33
8

26
7

& Co., Inc., Health Care Benefits Survey

(Princeton,

NJ: A. Foster Higgins

& Co., Inc., 1990-

