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Today’s Health Benefits Agenda

Today, I'll recap three studies that showcase EBRI’'s health research capabilities

* One that leverages a commercial claims database to examine trends in employer-sponsored
health benefits

* The More Things Change, the More They Stay the Same: An Analysis of the Generosity of Employment-Based Health
Insurance, 2013-2019

* One that sits at the intersection of health and retirement

* Projected Savings for Medicare Beneficiaries Need for Health Expenses in Retirement

* One that gauges how employers are reacting to a constantly-changing regulatory environment

« Employer Uptake of Pre-Deductible Coverage for Preventive Services in HSA-Eligible Health Plans
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The More Things Change, the More They Stay the Same: An Analysis of the Generosity
of Employment-Based Health Insurance, 2013-2019

EBRI :
w "
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The More Things Change, the More They Stay the Same: An o& i
Analysis of the G ity of Employmont-Based Health Generosity of Employment Pased Health Insurance
Insurance, 2013-2019 Unchanged Since 2013

By Paul Fronstin, P.D., Employee Benefit Research Institute; Stuart Hagen, Ph.D., Blue Cross When the Patient Protection and Affordable Care Act (ACA) was passed in 2010, some voiced concern about a
Blue Shield Association; Olivia Hoppe, Blue Cross Blue Shield Association; and Jake Spiegel, race to the bottom when it came to actuarial value (AV) of employment-based health care plans. That's because
Employee Benefft Research Institute the ACA required that employers offering health coverage provide plans with at least 60 percent actuarial value.
The fear was that the new law would cause employers to reduce the gencrosity of their plans to the 60 percent
floor. However, recent research from the Emplovee Benefit Research Institute (EBRI) shows that this has not
AT A GLANCE been the case.

"The future sin't what it used fo be.” - Yogi Berra
About Actuarial Value
In this paper we explore trends in actuarial value — or relative generosity of health plans — in the employment-based
health coverage market since the implementation of the major coverage provisions of the Affordable Care Act (ACA) in Actuarial value (AV) is a summary measure that may be used by consumers and regulators to compare the
2014, Because there is a concern that workers would migrate to lower actuarial value (AV) plans in the exchanges if the relative gencrosity of health plans. Actuarial valuc is the percentage of covered, allowed health care

Biden Health Care Plan were adopted, it is also important to know whether workers are already enrolling in lower AV expenses that is paid by the plan.

plans in the employment-based market as a result of the ACA. In our analysis, we observe: o 5 . 5 .
AV is measured on a standard population basis. For example, in a health plan with an AV of 80 percent,

+ Both average and median AV were about 83 percent in each year from 2013 to 2019.

+  There were differences in average AV by plan type. The average AV for enroliees in health maintenance
organizations (HMOs)/exclusive provider organizations (EPOs) was highest. This was followed by the AV of
enrollees in fee-for-service plans. Preflerred provider organization (PPO) and point of service (POS) enrollees

the plan would expect to pay 80 percent of the expenses of a standard population, which is gencrally meant
to reflect the ics and health status distribution of the people who will be covered by the plan, and
on average, the covered individuals in the plan would pay the remaining 20 percent as cost sharing. Of
course, because people have diffcrent health conditions with varying health care needs, any particular plan
member may pay more ot less than 20 percent of their own covered health care expenses.

saw an average AV of 85 percent and 84 percent, respectively. Not surprisingly, plans linked to spending
aceounts had the lowest AVe. Although AV does not measure the premium nor the percentage of the premium that workers may be
required to pay as their employce contribution, premiums arc often correlated with AV.' Plans with a higher
AV will almost always have higher premiums than lower AV plans unless there is a significant difference in
other aspects of the plan, such as benefits covered, extent of the network, characteristics of the drug
formulary, or restrictions on utilization of high-cost services.

«  Average AV increased for every type of health plan between 2013 and 2019,

+  We did not find that demographics significantly affected plan choice.

+ We did find variation in &V by industry. Workers in retail trade, agriculture, forestry, fishing, construction,
finance, insurance, and real estate are in the lowest AV plans.

Key Findings:

As opposed 1o group coverage, health insurance purchased in the individual market tends b be somewhat less Sy TN

generous in benefits, on average. The rescarch shows that both average and median AV were about 83 percent in cach year from 2013 — prior to

the implementation of the major coverage provisions of the ACA — to 2019.

This study was conducted through the EBRT Center for Research on Heaith Benefits Innovation (EBRI CRHEI),  The premium is the price of the health insurance policy, which reflects the expected cost of the covered health care services

with the funding support of the following organizations: Aon, Blue Cross Blue Shisld Association, ICUBA, 1P after the worker's cost sharing (i.¢., copayments, coinsurance, and deductibles) as well as the administrative costs of the

Margan Chase, Pfizer, and PRRMA. policy (enrollment, claims payment, etc.). Typically, workers and their employers purchase employment-based insurance
together. with the worker paying a relatively small fraction of the total premium (in 2020, the worker share averaged 17
percent) and the employer paying for the remainder

EBRI's on Twitter! GEBRI or [LL

# remmarch repor from the EBRI Educaticn and Resesrch Fund © 2021 Empioyes Beneft Regsarch Insiiuie

https://lwww.ebri.org/health/publications/issue-briefs/content/the- https://iwww.ebri.org/docs/default-source/fast-facts/ff-418-av-
more-things-change-the-more-they-stay-the-same-an-analysis-of- 6jan22.pdf?sfvrsn=7fa53b2f_4
the-generosity-of-employment-based-health-insurance-2013-2019
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The More Things Change, the More They Stay the Same: An Analysis of the Generosity
of Employment-Based Health Insurance, 2013-2019

« Some analysts predicted that the introduction of ACA exchanges might lead to a condition in
which employer-sponsored health plans became less generous

 We measure this “generosity” as actuarial value (AV), a measure of how much a health plan will
pay for the costs patients incur

* To illustrate, if a particular health plan has an AV of 80%, the plan would pay out 80% of the expenses of the
population covered by the plan. On average, patients would pay the remaining 20%
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The More Things Change, the More They Stay the Same: An Analysis of the Generosity
of Employment-Based Health Insurance, 2013-2019

« To answer these questions, EBRI turned to MarketScan data

 MarketScan is a proprietary database containing administrative claims data for patients with
employer-sponsored health insurance

 We looked at 7 years of data, stretching back to 2013, before the implementation of major ACA
provisions, like the individual exchanges and premium subsidies

« If ACA exchanges did indeed induce employer-sponsored plans to become less generous, then
we would see health plans’ actuarial values decrease over time

EBRI EMPLOYEE BENEFIT 8
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The More Things Change, the More They Stay the Same: An Analysis of the Generosity
of Employment-Based Health Insurance, 2013-2019

Average and Median Actuarial Value (AV), 2013-2019

; ] ; Average AV Median AV
 However, we did not find this to be the case e —— —_—
] _ 2014 82.8% 83.1%
« Health plan actuarial values remained 2015 82.9% 83.0%
remarkably stable over the study period 206 B2 ES2%
2017 82.9% 82.4%
 In fact, most plans became more generous 2018 83.3% 83.2%
. ] 2019 83.5% 83.1%
dunng the StUdy perIOd Source: Employee Benefit Research Institute estimates based on administrative
enrollment and claims data.
* We also did not find evidence that workers Average Actuarial Value (AV), by Plan Type, 2013-2019
self-sorted into more- or less-generous 100%
95%
plans; average AV based on worker age and 000k _
gender did not vary significantly 85% N
80%
 However, we did find evidence that plan 75%
generosity varied based on industry % 2013 | 2014 | 2005 | 2016 | 2007 | 2018 2019
e Fee-for-Service 82.4% 83.5% 85.0% 85.6% 86.2% 88.1% 89.7%
HMO/EPO 89.7% 89.6% 89.9% 89.5% 89.3% 89.1% 90.4%
e PPO/POS 83.1% 83.4% 83.6% 83.7% 83.8% 84.0% 84.2%
—HRA 78.0% 78.4% 79.0% 79.1% 79.6% 80.0% 80.0%
= HSA-Eligible Health Plan 72.7% 73.6% 74.2% 75.2% 75.5% 76.0% 76.0%

Source: Employee Benefit Research Institute estimates based on administrative enrollment and claims data.
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Projected Savings for Medicare Beneficiaries Need for Health Expenses in Retirement

BRIEF

— ISssue

Projected Savings Medicare Beneficiaries Need for Health
Expenses Spike in 2021
Some Couples Could Need as Much as $360,000 in Savings

By Pauf Fronstin, Ph.D., and Jack VanDerhel, Ph.D., Employee Benefit Research Institute

AT A GLANCE
After declining in 2020, the predicted saving targets for Medicare beneficiaries to cover health premiums, deductibles,
and certain other health expenses in retirement increased between 3 and 8 percent in 2021. These are close to the
biggest increases we have seen since 2012.

Savings are needed to pay for premiums for Medicare Parts B and D, the Part B deductible, prermiums for Medigap Plan
G, and out-of-pocket spending for outpatient prescription drugs.

The data used in EBRI's analysis come from a variety of sources. EBRI employs a Mante Carlo simulation model for this
evaluation that simulated 100,000 observations, allowing for the uncertainty related to individual mortality and rates of
return on assets in retirement.

The analysis reveals:

+ In 2021, & 65-year-old man needed 579,000 in savings and a 65-year-old woman needed $103,000 in savings for
a 50 percent chance of having enough to cover premiums and median prescription drug expenses in retirement.
For a 90 percent chance of having encugh savings, the man needs $142,000 and the woman needs $159,000.
This is up 9 percent from 2020,

For a 50 percent chance of having enough to cover health care expenses in retirement, a couple with median
prescription drug expenses needed $182,000 in savings. For a 90 percent chance of having encugh, the couple
needed $296,000 in savings. This is up 10 percent from 2020.

« At the extreme — a couple with drug expenses at the 90" percentile throughout retirement who wants a 90
percent chance of having enough money for health care expenses in retirement by age 65 — targeted savings
were $361,000 in 2021. This is higher than the $325,000 required in 2020.

+ The increases identified in this paper are due to a number of reasans. The Medicare Trustees increasing projected
costs for Medicare Part D out-of-pocket expenses is one reason for the increase. Another reason is the substantial
increase in the Medicare Part B premium.

# research report fram the EBRI Education and Ressarch Fund ©2022 Employse Beneft Research Institute.

https://www.ebri.org/docs/default-source/ebri-issue-
brief/ebri_ib_549 savingstargets-
13jan22.pdf?sfvrsn=67983b2f_4
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4 Sawings Needed for Medigap Premiums, Medicare Part E Premiums and Deductibles,

-
e

T3 e Medicare Part D Premiums, and Out-of-Pocket

== J Drug Expenses for Retirement at Age 65 in 2011-2021

5 Empanyss Sanatit Rassarch sstiusts 2022

tableau

https://www.ebri.org/publications/research-publications/ebrinteractive/savings-people-need-to-

afford-health-insurance-and-expenses-at-age-65
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Projected Savings for Medicare Beneficiaries Need for Health Expenses in Retirement

« While Medicare helps older people pay for health care, Source of Payment for Incurred Health Care Expenses,
it does not cover expenses in full; patients are on the e
hook for deductibles, as well as prescription drug icare. 19

Medicaid, 5% | =77 Other, 1%
expenses Veterans ‘ /

Affairs, 3%
* EBRI used a Monte Carlo simulation model to estimate

the probability that individuals and couples have

enough saved to cover their health care costs in Private
retirement, such as premiums for Medicare Parts B neurance, 1%
and D, Part B deductibles, Medigap Plan G, as well as

out-of-pocket spending on prescription drugs SR
13%

Medicare, 59%

« Last year, we estimated that the amount Medicare
beneficiaries would need to save to cover their health
care costs in retirement decreased, but this proved to
be a pandemlc_related aberratlon rather than a Secular Source: EBRI estimates from the 2019 Medical Expenditure Panel Survey.
trend
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Projected Savings for Medicare Beneficiaries Need for Health Expenses in Retirement

« For 2021, the savings required increased by between 3 and 8 percent, one of the largest year-
over-year increases EBRI has projected

« The Medicare Trustees increased their cost projections for Medicare Part D, and Medicare Part
B premiums increased by 15% as well

» A couple with particularly high drug expenses would need $361,000 to have a 90% chance of
having enough savings for health care costs in retirement
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Employer Uptake of Pre-Deductible Coverage for Preventive Services in HSA-Eligible
Health Plans

— ISSUE

Employer Uptake of Pre-Deductible Coverage for Preventive
Services in HSA-Eligible Health Plans

By Paul Fronstin, Ph.D., Employee Benefit Research Institute and A. Mark Fendbick, M.D.,
University of Michigan

BRIEF

— Reach of 12M, including direct coverage
IRS Motice 2019-45 allows health savings account (HSA)-eligible health plans the flexibility to cover 14 medications and by American \]Ournal Of Managed Care

services used to prevent the exacerbation of chronic conditions prior to meeting the plan deductible.

In this Jesue Brief, we report on the findings from a 2021 Employee Benefit Research Institute (EBRI) survey of and Cita‘tion by Academy Of OnCOlOgy

employers that collected information on their response to the 2019 guidance. The survey examined nat only whether
employers added pre-deductible coverage as a result of Notice 2019-45, but also examined each of the allowed services

O e o s s et Nurse & Patient Navigators (AONN+) and

Key findings:

* e g (75 ey ey e e e e e s e o S Alliance for Connected Care

= Pre-deductible coverage was often added for health care services related to heart disease and diabetes care.
Two-thirds added pre-deductible coverage for blood pressure monitors and insulin/glucose lowering agents, 61
percent added coverage for glucometers, and 54 percent added coverage for beta blockers. Health care
services least likely to have pre-deductible coverage include peak flow meters and INR testing (25 percent
each).

= Nearly two-thirds (64 percent) of emplayers covered six or fewer of the 14 health care services allowed per
IRS Notice 2019-45. Only 8 percent added pre-deductible coverage for all 14 services.

=« The percentage of employers that eliminated cost sharing for the pre-deductible services ranged from a low of
25 percent to a high of 40 percent. Between nearty one-half and two-thirds require a copayment from
employees, depending on the health care service,

» Between 57 percent and &9 percent provide pre-deductible coverage for both brand and generic drugs in the
specified drug classes.

+  Most employers would add p tible coverage for additional health care services if allowed by law.

»  Employers offered several reasons for adding pre-deductible coverage: for the sake of their employees (74 . .
percent), employee retention (64 percent), employee attraction (52 percent), and a5 a long-term cost-saving https://www.ebri.org/docs/default-source/ebri-
messurs (4 percent. _ _ issue-brief/ebri_ib_542_hsaemployersur-

" Coronrius A, R, Econcrme ety (CARES) A e crters 7 prcnt rfr o ke the 140ct21.pdf?sfvrsn=73563b2f_6

provision permanent, while cnly 20 percent would like the provision to remain temporary.

A ressarch report from the EBRI Education and Research Fund © 2021 Employee Benefit Research Institute
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Employer Uptake of Pre-Deductible Coverage for Preventive Services in HSA-Eligible
Health Plans

* 1In 2019, the IRS released guidance that allowed HSA-eligible plans to cover 100% of the costs
of certain medical services and medication before the plan’s deductible was met

 EBRI fielded a survey of 354 large employers to gauge whether they adopted these provisions
and to what extent

Employers could pick and choose from the 14 additional coverages, for instance

EMPLOYEE BENEFIT
EBRI RESEARCH INSTITUTE 14
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Employer Uptake of Pre-Deductible Coverage for Preventive Services in HSA-Eligible
Health Plans

« We find that 76 percent added at least some

pre-deductible coverages; a substantial Number of Preventive Services Covered Pre-Deductible
increase over 2020, when another study 45%
found that only 29% adopted these changes .o 39%
« Very few covered all 14 services and 35%
medications allowed by the IRS’ guidance; a
plurality covered between 4 and 6 i
25%
20%
20%
15%
10% T 8%
0%
1to3 4106 7t09 10to 13 14

Source: Employee Benefit Research Institute survey.
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Employer Uptake of Pre-Deductible Coverage for Preventive Services in HSA-Eligible
Health Plans

EBRI

Employers more often added coverage for
managing conditions like heart disease and
diabetes

Employers also expressed an interested in
expanding pre-deductible coverage if they
were allowed to

Among employers who did not add pre-
deductible coverage, the vast majority either
plan to do so later, or are exploring whether
to do so

EMPLOYEE BENEFIT
RESEARCH INSTITUTE

Preventive Care Measures Covered on a Pre-Deductible
Basis as a Result of IRS Notice 2019-45

Insulin and Other Glucose Lowering Agents
Blood Pressure Monitor

Glucometer

Beta Blockers

Hemoglobin A1C Testing

Low-density Lipoprotein (LDL) Testing

Inhaled Corticosteroids

Angiotensin Converting Enzyme (ACE) Inhibitors
Statins

Selective Serotonin Reuptake Inhibitors (SSRIs)
Retinopathy Screening

Anti-Resorptive Therapy

International Normalized Ratio (INR) Testing

Peak Flow Meter

I 66%0
I  66%
—— 61%
I 54%
I 50%
I 44%
I 43%
I 39%
I 38%
I 35%
I 35%
I  29%

I  25%

I  25%

0% 20% 40% 60% 80%

Source: Employee Benefit Research Institute survey.
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Coming Down the Pike

« Impact of high deductibles on usage of mental health services
« Trends in out-of-pocket spending
« The future of employment-based health care

* Updates from EBRI's FSA Database

EBRI EMPLOYEE BENEFIT 17
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Topics on Today’s Wealth Benefits Agenda

1. Generational Comparisons of Various Financial Measures

2. Percentage of Families With Working Heads Having Sufficient
Emergency Savings

3.2021 Financial Wellbeing Employer Survey

EBRI EMPLOYEE BENEFIT
RESEARCH INSTITUTE
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Generational Comparisons of Various Financial Measures

BRIEF

. Issue

of Baby Boom,
x ami i i il How Do the

Generations Stack Up?

By Craig Copeland, Ph.D., Employee Benefit Research institute

AT A GLANCE
financial wellbeing of woria X
more likely 1o rely on their own savings When It.comes to retirement security and face greater challenges when it
cames to student Ioan debt than Baby Boamers. This, in turn, can lesd to grester levels of financial stress in the
workplace. Mare and mare employers are beginning to recognize this and are accordingly offering financial wellbeing

programs. And this ramp-up in benefts related to overall inancial wellbeing may continue in light of 2 labar market
that is evalving quickly.

Tris B8R issue Brief seeks to gauge g of today's work of generational
comparisons — Generation X vs. Baby Boomers, and Milennials vs. Generation X — by comparing key francial status
indlcators across generations at the same ages using the Survey of Consurmer Firances. ASa fesult, tis unigue
methodolagy conveys the experience of tenured benefits indusry professionals, whether in human resources or
financial services, by contrasting the financal picture of today's mid-career employes (Generation X) ith yesterday's
mis-career employees (Baby Boomers) as well as taday's carly-carcer empioyees (Milknnials) wth yestercay's eary-
career empiayees (Generation X).

Key findings:

» Overal, Generation X familles were kess likely to-cwn a home or have any retirement plan than were Baby
Boom Farilies when their famiy headis were the ssme ages.

« While Generation X famies were more likely to have & defined contribution plan and have higher balances in
the plan, they also had higher median debt — Inciuding Student Jozn debt — and lower median net worth.

« However, Generation X families in the i i 2 higher median their
Baby Boom counterparts, and median net worth was higher for minarity Generation X famillies than for
comparable Baby Boom families.

« For Milnnial families, lower than for X ages, while
defined contribution (DC) plan awnership was more common.

« Howeser, Biack Milennial familes were less likely ta own a DC plan than their Generation X counterparts. And
while median DC plan higher families ion X famies at
the same ages, that was not the case for Black Millennial familes

« The median net worth of Millennial families was lower than for Generation X families of the same ages, driven
by the much lower net worth of those in the highest income quartle.

https://www.ebri.org/docs/default-source/ebri-

issue-brief/ebri_ib_548_scfgencomp-
16dec21.pdf?sfvrsn=54ae3b2f_2

EMPLOYEE BENEFIT
RESEARCH INSTITUTE

FAST

Facts

Black Families” Financial Statuses Show Signs of Decline

Ina recen: Employee Benefit Res
and Millcnnial familics' with far
falling behind relative to their Ge:
Federal Reserve's Survey of Con
Millennial familics of the same ay

Lower Retirement Plan Incider
plan ownership and defined contr
ounterparts in 2001 (Figure 1). €
5. 46.3 percent of the Black Mill
was alsa lower. In contrast, Hispe
relative to their Generation X cou
Tower than that of Black Millenni

Lower Homcownership — Horr
familics (Figure 2). However. the
race/ethnicity — except Black M
familics was half that of the Blacl
Furthermore, Black Millennial fa
the remaining Millennial families

Across Generations

=X :Facts

Student Loan Debt Burden Is Increasing by Generation

FAST

Inthe BB e i lnmpanm,lkf nacia Wellbing of by Hoom and Millennial
,,,,,, wing the Federsl
RemervesSuvey o1 i Xt

2536 One

wvalucs seross loan debt. Tndeed, the
having st loan debt s m:ar‘y i tatof e Gneratin X i 42 4,;:.“..“ 3.9 percs
the

o o et o o s 1 ko o i e 4 s housing debt

Student
Nilcosil il han amone G X et 88 percent smong Mxlkm\ul familis in 2019

Higher Student Loan Debt Inci 201 (B 1) Ths d i

familics than for their Generation o

loan debt incidences were rought Mgt e i s ot ds epresoted by bousing deb was mrs ha e percenige pn.m

lower for Millenmial families — at 2 time when housing prices were increasing.

proportion of Black Millcnnial fa
Millennial families (50.3 percent

Figue 1
Comparison of Genaration X and Millennials' Distribution of Dbt Sources
When They Were Ages 25-3%

TS on e €

A Milleonial ilies e ages falling ntothe birth
The bt for the

2022, Employee Benefit Rese

and ot

.. sk
automobile louns and personalloans).

R o ot e o L o BRI B e S

https://www.ebri.org/docs/default-source/fast-
facts/ff-419-gencomp-
13jan22.pdf?sfvrsn=f8993b2f 2
https://www.ebri.org/docs/default-source/fast-
facts/ff-421-gencomp_2-
20jan22.pdf?sfvrsn=26943b2f 2

| EBRI:

Comparing Generational Financial
Wellbeing Then and Now

Evaluating Millennial and Baby Boom families against Gen X families at the same ages
and career stage

Mid-Career CITTTTIIITD vs. Mid-Career (IETID (Ages 39-54)

Generation X families were W OCPIsn  toomen x
more likely to have a defined - " "
contribution (DC) plan and had 5
higher median DC plan +4.2
balances. They were less likely
to own a home.

The most dramatic difference -
between Baby Boom and . o
Generation X families' financial

situations, however, was -84 +13:
the amount of student loan

debt held. Home xsty

® Student
Loans.

Early Career (71D vs. Early Career QIZITITD (Ages 25-36)

Millennials were more likely & oCren
to have a DC plan than

Gen Xers. However, both the

likelihood of having student +9.5%
loan debt and the median o

value of student loan debt

held were dramatically higher 44 yome

for Millennials.

18 M +36

& Student
Loans

https://www.ebri.org/docs/default-
source/infographics/78_ig-gencom-
3feb22.pdf?sfvrsn=2a8d3b2f 2

EBRI EMPLOYEE BENEFT
RESEARCH INSTITUTE

Generation X, and Millennial Families: How D
the Generations Stack Up?

https://www.ebri.org/videos/default-

source/webinar-

replays/generationswebinar_011922.mp47?sfvrsn

=ab943b2f 2
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Data Definitions

Data Source: Survey of Consumer Finances (SCF)-triannual survey from the Federal Reserve-considered the
best source for wealth of American families — 2019 (latest) and every 3 years before that 2016, 2013, 2010, ....

» Generations (birth years)

« Baby Boom (1946-1964)
 Agesin 2001 37-55

« Generation X (1965-1980)
 Agesin 2019 39-54
 Agesin 2001 21-36

* Millennials (1981-1996)
 Agesin 2019 23-38
* For nonoverlapping Baby Boom and Generation X families, the closet SCF year is 2001, so ages 39-54 are used.

« Due to unequal generation birth years, the same clean separation does not work between Generation X and
Millennials, so the ages are 25-36 for this comparison. Age 25 is used because family formation is most likely by
that age.

« The racial/ethnicity categories from SCF are self-identified and include White, non-Hispanic; Black/African
American; Hispanic; and other, which consists of those races/ethnicities not defined in the three prior categories,
such as Asian Americans and those who identify as multiracial. SCF is at the family level, so the characteristics of
the family head (or the reference person) are used to categorize the families.

EBRI EMPLOYEE BENEFIT 22
RESEARCH INSTITUTE

© Employee Benefit Research Institute 2022




RETIREMENT PLANS

EBRI EMPLOYEE BENEFIT
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Comparison of Baby Boom and Generation X’s Ownership of Defined Contribution
Plans and Median Balances When They Were Ages 39-54, by Income Quartile
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Comparison of Generation X and Millennials’ Ownership of Defined Contribution Plana
and Median Balances When They Were Ages 25-36, by Income Quartile
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Comparison of Baby Boom and Generation X's Median Net Worth
When They Were Ages 39-54, by Income Quartile
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Comparison of Generation X and Millennials' Median Net Worth
When They Were Ages 25-36, by Race/Ethnicity of the Family Head
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Comparison of Generation X and Millennials' Student Loan Incidence
When They Were Ages 25-36, by Race/Ethnicity of the Family Head
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Comparison of Generation X and Millennials' Median Student Loan Balances
When They Were Ages 25-36, by Race/Ethnicity of the Family Head
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Comparison of Generation X and Millennials' Distribution of Debt Sources
When They Were Ages 25-36, by Race/Ethnicity of the Family Head
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Percentage of Families With Working Heads Having Sufficient Emergency Savings

S [ssue Facts

Liquid Savings? How Long Can They Afford a Loss of The Great Leveler: Families Lack Emergency

Income? Savings Regardless of Income
By Craig Copeland, Ph.D., Employee Benefit Research Institute

Inthe EBRI Issue BriefEmergency Savings: What Do Workers Have Availsble in Liquid Savings? How Long
Can They Afford a Loss of Income?,” the liquid savings of American familics was explored using the Federal re S S re e aS e re aC O
AT A GLANCE Reserve's Survey of Consumer Finances (SCF). The results were troubling: Onl; 3 percent of familics with ]
working family heads under age 65 were found to have liquid savings of more than three months of their family
0 2019, st B Hof r b il . .
A mprtant fctor for  famiy fsancil welbing i the iy 2 Cover unespected Expenses, such 3 3 car or i i 2015, this Fast Fact, the impact of income on the amount of liquid savings held by families is
fumace repair or something even more financially challenging such as a loss of a job. Being able to caver short-term Cxmmnec WI C Ove rag e I n
emergency expenses can help imprave warkers' long term financial prospects, However, American families do not Family Income and Emergency Savings
appesr to be prepared for significant short-term financial emergencies, potentially creating a role for empioyers o help 3 2

with the development of emergency savings funds. Whilk familics with the ighest incormes were the most likely to have liquid ssvings greater than three mosiths of P A N S P O N S O R S H R M
e med iy cutined i ing rom the Federal Reserves el survyof wealth the Survey of Consumes their income, only 34.5 percent had more than threc months of income in liquid savings available for - :

emergencies. However, higher-income familics are likely to not nced a full three months of income saved for
Finances (SCF). Findings fom the SOF show that emergencies, as their monthly expenses would be expected to be lower than their monthly incomes. As a result,

.
§ — 5 i oAl o
+  Of all families with working family heads under age 65, ess than ane-quarter had liquid savings of more e it/ .30l 73 petcont of fier santie of oo — et nvesigatent. M O r n I n Star M ar ketWatC h
than three manths of their family income in 2019. y y

When these thresholds are used, the familics in the highest income quartile were more likely to surpass them
. . ; (Figure 1). However, even among those in the highest income quartile, just 54.4 percent of these families with a
* This gaes up slightly when certiicates of depasit are added to the fiuid savings. working head under age 65 had liquid savings of greater than 50 percent of three months of their income.

e et o e 0 i 8 NAPA, and InsuranceNewsNet,

families with working family heads under age 65 had liquid savings in excess of this amount Percentage of Families With Working Heads With Various Amounts of
Liquid Savings, by Family Income Quartile, 2019

BRIEF

FAST

+ At the median, among al families, less than one month of income in liquid savings was avallable. This anly sox s i
100 o3 Moaha ol ncome 5757% ot 3 Mot o incame
increased to ane and three-guarters months for the families with incomes in the highest quartile, sean al I l O n g Ot e rS
#260% o3 Mooha ofincome. #>50% ot 3 Mo o incama
«  The relatively low percentage of famikies who had liguid savings that surpassed the three-months-of-income. so% o
threshold held regardiess of the family head's age or race/ethnicity or of the family’s income. The need for el
emergency savings was nof limited to just the families with low incomes or with younger heads. = 4
wse
«  Families whose heads were defined contribution (DC} plan participants were mare likely to have sufficent S o
fiquid savings to cover three months of expenses than thase headed by a nonparticipant. - . s -
+  However, even for families headed by a DC plan participant, the number with sufficient liquid savings to 2 s\;w' B i
caver three menths of expenses would not be considered substantial. R e i :
s
Given the low percentage of families who have sufficient savings to cover a loss of income for any extended
period, It is not surprising that more and more employers are seeking to address the overall finandial wellness of o
American workers. Employer interest in emergency savings programs lies both in the direct potential benefit to
workers as wel as the benefit to emplayers in the form of higher employee satisfaction.
™ Lowest Quarte. 2nd Quanie ¥d Quartie Hghest Cuaria.

'EBRI'S on Twitter! @EBRI or L TercooUERR] BRI blog: Lis

A research report from the EBRI Education and Research Fund © 2021 Employee Benelt Research Institute © 2021, Employee Benefit Rescarch Institute, 901 D St. SW, Suite $02, Washington, DC 20024, 202/659-0670 www.cbri.org
https://www.ebri.org/docs/default-source/ebri- https://www.ebri.org/docs/default-source/fast-
issue-brief/ebri_ib_535_emersav- facts/ff-406-emergencysavings-

12aug21.pdf?sfvrsn=a3703b2f_2 16sep21.pdf?sfvrsn=76673b2f_4
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Overview

Data Source: Survey of Consumer Finances (SCF) — triannual survey from the Federal Reserve —
considered the best source for wealth of American families.

The metric of interest: Sufficient emergency savings — three months of family income in liquid
savings (checking and savings accounts and money market funds)

What percentage of families meet this threshold by various demographic characteristics and DC
plan participation?

* Race/ethnicity of family head

« Family income
= Necessary income replacement is likely lower for families with higher incomes, as they are more likely to not
spend their full incomes each month
= Thus, lower thresholds of family income are examined—75%, 60%, and 50% of three months of family

iIncome

EMPLOYEE BENEFIT
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Percentage of Families With Working Heads Under Age 65 Who Have More Than Three Months of

Income and 75 Percent of Three Months of Income in Liquid Savings and Liquid Savings Plus
Certificates of Deposit (CDs), 2016 and 2019

35.0%
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30.0% 28.0% 29.2%

o5 704 26.7%
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Source: Employee Benefit Research Institute estimates of the 2016 and 2019 Survey of Consumer Finances.
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Distribution of Liquid Savings and Liquid Savings Plus Certificates of Deposit (CDs)
Amounts for Families With Working Heads, 2016 and 2019

e m 25th Percentile Median = 75th Percentile
$20,000 $20,800
$20,000 $18,613
$17,337
$15,000
$10,000
$4,786 $5,300 $4,999 $5,500
$5,000
$1 106 $1 210 $1 127 $1 250
$0
2016 2019 2016 2019
Liquid Savings Liquid Savings + CDs

Note: All dollar values are in 2019 dollars.
Source: Employee Benefit Research Institute estimates of the 2016 and 2019 Survey of Consumer Finances.
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Percentage of Families With Working Heads Under Age 65 Who Have More Than Three Months of
Income in Liquid Savings, by Defined Contribution (DC) Plan Participation, 2016 and 2019
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Source: Employee Benefit Research Institute estimates of the 2016 and 2019 Survey of Consumer Finances.
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DIFFERENT INCOME THRESHOLDS
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Percentage of Families With Working Heads Who Have More Than Various Percentages of Three
Months of Income in Liquid Savings, by Family Income and Race/Ethnicity of Family Head, 2019
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Source: Employee Benefit Research Institute estimates of the 2019 Survey of Consumer Finances.
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2021 Financial Wellbeing Employer Survey
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2021 EBRI Financial Wellbeing Employer Survey: Focus on . . . .
COVID-19 and Diversity Goals COVID-19’s Impact on Financial Wellbeing Offerings:
By Craig Copeland, Ph.D,, Employee Benefit Research Institute Helping With Current Financial Needs Is Key

AT A GLANCE Introduction

The fourth annual Employee Benefit Research Institute (EBRI) Financial Wellbeing Employer Survey shows that As worker retention and recruitment take center stage with employers, offering benefits that best meet warkers®
maturing financial wellbeing programs have become increasingly holistic and are highly likely to have a strategy for needs has increased in importance. The fourth annual Employee Benefit Research Institute (EBRT) Financial
improving their employees’ financial wellbeing. However, the uncertainty surrounding the COVID-19 pandemic persists, Wellbeing Emplover Survey sheds light on the specific financial wellness programs that have seen increased
and the programs being offered are being impacted. With costs continuing ko being reported as the top challenge in engagement since the pandemic as well as thasc that have become top prieritics for employers — namely
offering financial wellbeing programs, employers are looking for ways to measure their impact, with employee retention financial wellbeing programs addressing current needs as a result of the COVID-19 pandemic.

and productivity being cited the most. o .
Emplopee Engagement — Specifically, the survey finds that 78 percent of the employers offering cmergency

«  Concern for Employees’ Wellbeing Grew — In addition to the signs of financial wellness programs fund/employce hardship assistance reported that cmployee engagement had increased (Figure 1), Just over three- 2021 EBRI Fi ial
maturing, the companies’ level of concern about their employees’ financial wellbeing ko grew in 2021. On a uarters (76 percent) eporicd that engagement with payroll advance loans through the cmployer hnd increased.In Inancia
10-point scale (10 being the highest), 34 percent of employers rated their concern at 9 or 10 (high) in 2021, contrast, longer-term initiatives such as financial planning cducation, seminars, or webinars and tuition EBRI EMPLOYEE BENEFTT &
et 21 e oo () reimbursement were the least lkely to have increased engagement since COVID-19 — 48 percent and 45 percent, RESEARCH NSTTUTE Wellbeing Employer Survey

» ‘Also, tuition and collcge savings account programs were the most likely 1o sec

+  Top Issues, Areas of Focus, and Challenges — The top issues companies seek to address with their decreased engagement. September 2021
financial wellness initiatives are reirement preparedness, health care costs, and financial-related stress.
Likewise, the top areas of focus by emplayers with financial wellness intiatives are healthjmedical/physical and
retirement pianring. Basic finance or budgeting are alsa in the top areas of focus. The top challenges to
affering these programs continue to be costs bath to the employer and the emplayee. Outside of costs, data

Fui&ure 1
Employee Engagement With Benefits Since COVID-19
&

mong ihose aflering aach benat

and privacy eoncerns and complexity surrounding the programs are the top challenges employers say they i Rty e
o T
face. i
i T T R e i |
«  Benefits Gaining in Importance — Some of the benefits that were the most commonly currently offered ot : ! ! ! | : 1
L
also ranked highest among those that companies plan to offer: personalized financial counseling, coaching, or ettt Vo ——
planning and basic money management tools. At the same time, a relatively high proportion of employers also _“m_m““:‘:["_’"l':::jl L T SR s
plan to offer financial wellness benefits such as credit/debt counseling, coaching, or planning and PV — Vo) ——
incentives/gamification around savings and financial actions. — — ro—— Vg ———
Feacra. Cruesrg g, o Planwing o=\ 23] [ ! 1 ! 1 I 1 !
«  Caregiving Benefits —The caregiving benefits mast often offered have to do with leave policies as opposed o m— L
to benefits in the direct provision of caregiving. However, cne-third of employers said they plan to offer each oo E == V1| e—
of the surveyed caregiving benefits, even those dealing with the direct provision of care, in the next 1-2 years. i m— [T T s s s . 5 ] g g
s Bt e 15 T e s | https://www.ebri.org/financial-wellbeing/2021-

«  Top Priority Since Pandemic— Initiatives that are a top priocity of employers, deal with immediate financial : . . . .
help — emergency fund/empioyee hardship assistance and short-term loans through payroll deduction, T T e e flnanCIaI-WeIIbelng-SympOSIum
through a third party. Roughly half of the emergency fund/hardship assistance features currently offered were

added in response to the COVID-19 pandemic.
Immediate Help Is u Priority — Employers also cited benefits providing immediate financial help as their top

«  Companies Have Taken Actions to Understand the Needs of Diverse Warkers and Have Tailored prionity since the COVID-19 pandemic. Just over one-third (35 percent) reparted that emergency fund/employee
Benefits for Different Groups of Workers — Benefit decision makers were highly likely to agree that their hardship assistance was their top priority, and 26 percent reported short-term laans through payroll deduction via
companies provide safe spaces for their employees to provide feedback on their needs, understand the needs a third party as being a top priority (Figure 2). Financial planning education, seminars, or webinars tied for the
of their distinct employee population, and have put substantial effort into identifying the finandial wellness T on el et T e £ Hog e Er gL

© 2021, Employee Benefit Rescarch Institute, 901 I St SW, Suite $02, Washingion, DC 20024, 202/659-0670 www.chr

A research sepod fiom the EBRI Education and Ressarch Fund © 2021 Employee Benefl Ressarch Instiute

https://www.ebri.org/docs/default-source/ebri- https://www.ebri.org/docs/default-source/fast-
issue-brief/ebri_ib_544 fwes2021- facts/ff-412-fwes-18nov21.pdf?sfvrsn=8eb83b2f 2
28oct21.pdf?sfvrsn=51443b2f 4
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Methodology

2021 Financial Wellbeing Employer Survey

Information for this report was collected from a 15-minute online survey with 250 full-time benefits
decision-makers conducted in June and July 2021.

o .Q All respondents worked full-time at companies with at least 500 employees that were at least interested in
W™ offering financial wellness programs. Respondents were required to:

* Be employed full-time

« Have at least moderate influence on their company’s employee benefits program and selection of
financial wellness offerings

 Hold an executive, officer, or manager position in the areas of human resources, compensation, or
finance.

‘ﬂ Where applicable, trend data from the 2018, 2019, and 2020 surveys are shown.

Note that percentages in the tables and charts may not total to 100 due to rounding and/or missing categories. Trend data from the 2018, 2019, and 2020 Employer Financial Wellbeing Survey is shown when applicable.
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Financial planning education, employee discount programs, and basic money
management tools are the most offered benefits. Few are currently offering debt or

student loan services. Financial Wellbeing Benefits Offered

m Offer Plan to offer m Not planning to offer Not sure

Financial planning education, seminars or webinars

Basic money management tools

Employee discount programs/partnerships
Tuition reimbursement | 23%

Personalized financial counseling, coaching, or planning
Personalized credit/debt counseling, coaching, or planning
Emergency fund/Employee hardship assistance - 34%
Child/elder caregiving benefits 4%
Incentives/gamification around savings and financial actions 7 4%
Short-term loans through payroll deduction 4%
Bank-at-work partnership with a bank or credit union 4%
Payroll advance loans through the employer
Debt management services 6%
Student loan debt assistance 4%

Q15. Does your company offer or plan to offer any of the following financial wellbeing or debt assistance benefits to employees? (n=250)
Q20. Which of the following does your company offer to help employees with personal financial challenges? (n=250)
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Employee productivity, overall worker satisfaction, and employee retention are the top
aspects employers use to measure their financial wellness initiatives’ success.

Top Factors in Measuring Financial Wellness Initiatives’ Success

Increased employee productivity [ EGcIcIINTNNGEEEGEGEGEGEGEGEGEGEEEEEEEEEEEEEEEE 34%
Improved overall worker satisfaction [ 3196
Improved employee retention [ N 0700
Reduced employee financial stress [ IINIGTGTGEGEGEGEEE 2700
Worker satisfaction w/ financial wellness initiative(s) | EGcNGGEGEGEGEGEGEGEGEGEGEGEGEGEENENENN 2600
Improved use of existing employee benefits |GGG 0000
Improved employee recruitment [ N R 200
Use of available financial wellness initiatives | EGcIcITNNGEGEGEGEGEGEGEGEGEGEGEGEE 100
Improved use of existing retirement plans |GGG 1500
Reduced health care costs NG 1500
Reduced health care claims I 15 Compared to 2020, employee
Reduced employee absenteeism I 1506 recruitment is _more likely to be a
measure (22% in 2021 vs. 13%).
Differentiator from our competitors | NINIGINGTGTGNGNGNGEGEGEGEGEGEGEGEGEGE 1700

Q33. What are the top three factors that are or will be important in the measurement of your financial wellness initiatives? Please select your top three. (n=250)
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Employers most commonly track data around employee satisfaction, retention, and

medical claims in order to evaluate the effectiveness of their financial wellness

offerings.

Data Tracked to Evaluate Effectiveness of Offerings

Employee satisfaction

Workforce retention

Medical claims and costs

Employee productivity

Retirement plan participation and contribution rates
Absences and tardiness

HSA patrticipation and contribution rates
Employee stress levels

Engagement with financial wellness offerings
Retirement plan loans and distributions

Use of emergency savings

Student loan balances

None of the above

I 4%
I 3500
I 3500
I 3300
I 3206
I 60
I 250
I 240
I 2306
I 22
I 159

I 0%

I 4%

Q34. Do you track any of the following to evaluate the effectiveness of your financial wellness offerings? Please select all that apply. (n=250)

EBRI EMPLOYEE BENEFIT
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Costs—both to the employer and employee—are the top challenges in offering
financial wellness benefits.

Top Challenges in Offering Financial Wellness Benefits

Cost to employer NG 3 7%
Cost to employee NG 235%
Data and privacy concerns I 4%
Complexity in implementing programs I 23%
Lack of interest among employees I 2°%
Complexity in choosing programs I 2?2 %
Complexity for employees utilizing programs I 21%
Employee access to services/initiatives I 19%

Lack of staff resources to coordinate/market benefits I 19% * Employer cost is a bigger

challenge for those interested in

Integrating standalone benefits into an all-encompassing program I 18% offering financial wellness
Financial wellness services offered by vendor(s) don’t meet our needs I 17% programs and for those without an
. overall strategy.
- )
Buy-in by upper management I 15% . Data and privacy concemns are
Lack of ability/data to quantify value-add of the initiatives I 15% more likely to be an issue for
Legal and/or regulatory hurdles I 14% those actively implementing their

rogram.
None of these B 2% s

Q32. What are the top three challenges your company faces or anticipates facing in offering financial wellness benefits in the workplace? Please select your top three. (n=250)
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DETAILED FINDINGS

Diversity, Equity, and Inclusion
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8 in 10 agree their company understands the needs of their distinct employee
population. A similar share say their company has put substantial effort into
Identifying these unique needs.

Diversity, Equity, and Inclusion Sentiment: Understanding Needs

m Strongly agree  ®m Somewhat agree = Neither agree nor disagree = Somewhat disagree = Strongly disagree

Your company provides a safe
space for your employees to
provide feedback on their needs

15%
Those more likely to agree with each
statement include:
* Those with high concern
*+ Those with a high number of
financial wellness benefits
14% * Rate their employers’ initiate as

great or very good
18% |

Your company understands the
needs of your distinct employee
population

+ Created a score, conducted a
needs assessment, examined

Your company has put substantial data, or held employee interviews

effort into identifying the financial
wellness needs and inequities
among your workforce
demographic

Q23. To what extent do you agree or disagree with the following regarding diversity, equity, and inclusion? (n=250)
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8 in 10 agree their benefits are tailored to their distinctive workforce. 7 in 10 believe the
Initiatives address unique barriers faced by racial and ethnic groups.

Diversity, Equity, and Inclusion Sentiment: Tailored Benefits

m Strongly agree  ®m Somewhat agree = Neither agree nor disagree = Somewhat disagree = Strongly disagree

Your company’s financial wellness
initiatives are tailored to the values
and needs of various communities

in your workforce

16% ‘
Those more likely to agree with each

statement include:

* Those with high concern

« Those with a high number of

Your company ensures that your : ; :
pany y ‘ financial wellness benefits

employees have access to
financial counselors or coaches
from diverse backgrounds

20%

22% |

Rate their employers’ initiate as
great or very good

» Created a score, conducted a
needs assessment, examined
data, or held employee interviews

Your company’s financial wellness
initiatives address the unique
barriers faced by many racial and
ethnic groups

Q23. To what extent do you agree or disagree with the following regarding diversity, equity, and inclusion? (n=250)
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Upcoming Events

March 30 — The Three Certainties of Life: Death, Taxes
and Updates From EBRI’'s HSA Database Webinar U P C O M I N G

May 10 — EBRI May Policy Forum

EVENTS

May 11 — EBRI Board of Trustees Meeting

May 11 — EBRI Research Committee Meeting

Please visit ebri.org for more information.
Align your brand — Sponsor these events: contact info@ebri.org
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