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EXECUTIVE SUMMARY

STUDY OVERVIEW

In the fall of 2006, researchers from the Nebraska Center for Rural Health Research,
under contract with the Nebraska Health and Human Services Systems, conducted a
three-part study designed to assess the prospects for providing affordable health
insurance benefits through small businesses. This study included (1) a mail survey of 158
small businesses with 50 or fewer employees located in three geographic regions
(Lancaster County, Tri-cities area (which consists of Hall, Adams, and Buffalo Counties),
and Scotts Bluff County) in Nebraska; (2) telephone interviews of 373 employees in the
same three geographic regions who work for businesses with 3 to 500 employees; and (3)
an assessment of the gap between the cost that small employers and their employees are
able to afford for health benefits and the cost of products currently available for small
business to offer their employees. The findings from this study can be used to develop
strategies that would work toward closing the gap that currently exists between self-
reported affordability and the cost of current health insurance coverage options available
to small businesses and their employees.

KEY FINDINGS

e Of the 158 responding small businesses, 39% reported offering health insurance to their
employees, and 61% reported that they do not offer health insurance to their employees.
(Figure 1)

e Small businesses located in a metropolitan area are more likely to offer employer-
sponsored insurance than are their counterparts located in a non-metropolitan area.
(Figure 2) Non-offering businesses were more likely to have fewer employees, have a
lower percentage of full-time employees, have younger and lower-income employees,
and have a higher employee turnover rate, as compared with offering businesses.

e Of the 373 employees interviewed, 86% reported they were offered employer-
sponsored health insurance. (Figure 29)

Affordability and Type of Plan

Of the small businesses that do not offer employee health benefits,

e 88% reported that the maximum monthly premium they could afford would be less
than $200. (Figure 7)

e 62% reported that the maximum monthly premium they could afford would be less
than $100. (Figure 7)

e 97% reported that the maximum monthly premium their employees could afford
would be less than $200. (Figure 7)

e 65% reported that the maximum monthly premium their employees could afford
would be less than $100. (Figure 7)



e 73% reported that they are still not likely to offer health benefits in the next two
years. (Figure 12)

Of small businesses that offer employee health benefits,

e 54% are able to afford between $100 and $500 per month for their share of the
monthly premium. (Figure 17)

e 29% reported that the maximum amount they would be able to afford is over $500.
(Figure 17)

e 57% reported that the maximum monthly premium their employees would be able to
afford was between $100 and $300. (Figure 17)

e 15% reported that the maximum monthly premium their employees would be able to
afford was more than $300. (Figure 17)

e 84% reported that they are not likely to discontinue health insurance coverage for
their employees in the next year. (Figure 27)

Of employees not offered employer-sponsored insurance,

e 90% work for a business that employs fewer than 50 employees. (Figure 30)
e 31% reported they are uninsured. (Figure 31)

e 78% of those who are uninsured are employed by a business with fewer than 50
employees. (Figure 32)

e 61% reported they would be willing to contribute less than $200 per month for health
insurance. (Figure 34)

e 33% reported being willing to contribute less than $100 per month. (Figure 34)
e 68% reported they would participate in a plan offered by their employers if offered
the opportunity. (Figure 36)

Of employees offered employer-sponsored insurance,

e 39% work for a business that employs fewer than 50 employees. (Figure 30)

e 68% reported they were eligible for and enrolled in a plan offered by their employer.
(Figure 37)

e 81% of those eligible and enrolled are enrolled in a PPO plan. (Figure 42)

e 53% reported they would be willing to contribute a maximum of up to $200 per
month for health insurance. (Figure 40)

e 26% reported being willing to contribute less than $100 per month. (Figure 40)

e 96% were confident their employer will continue to offer health insurance for the
next two years. (Figure 45)



Decision to Offer and Enroll

Premium price is the most important factor (the only factor in some cases) to small
businesses (especially those currently not offering health insurance) when considering
whether to offer health insurance to their employees. Employers that do not offer
health insurance are 3.38 times more likely to offer health insurance if the total
monthly premium is $300, as compared to $500.(Table 4)

Premium price is the most important factor to employees working for small
businesses when considering whether to enroll in the health insurance offered by their
employers, although employees are also generally responsive to the change in
deductible, co-payment, and coinsurance of an insurance package when making their
enrolling decision. (Table 5)

The magnitude of the premium gap between self-reported affordability and coverage
options currently available for small employers and their employees would range
from $50 and up for an employer-only coverage, to $500 and up for a family
coverage, assuming that the small business has a closer-to-average age distribution of
employees.



BACKGROUND AND PURPOSE

Nebraska has a total population of 1,742,500 people, 61% of whom are nonelderly (aged
between 19 and 64 years). Of nonelderly adults, 67% have employer-sponsored health
insurance. Eighty percent of households in Nebraska have at least one member working
full-time. Between 2000 and 2004, the number of nonelderly Nebraska residents with
employer-sponsored health insurance declined by 2.8 percentage points; however, this
change is less than the national decline of 4.9%." In 2003, 45% of private-sector
businesses in Nebraska offered health insurance to their employees, compared to 56% of
private sector businesses nationally. Of the private sector businesses in Nebraska with
fewer than 50 employees, 32% offered health insurance to employees, again lower than
the national percentage of 43%.’

The results of the 2004 Nebraska household survey® indicated that the vast majority of
uninsured individuals in Nebraska were employed and working for a small employer or
are self-employed. According to the 2004 Nebraska Employee Benefits Report?, small
employers were considerably less likely to offer health insurance coverage to their
employees. In addition, results showed that those employers who did offer coverage
might be inclined to stop offering coverage if their share of cost for employee coverage
continued to increase at current rates. Even if insurance coverage was made available,
many employees who work in small businesses did not purchase the coverage. The
surveys indicated that the main reason small employers did not offer insurance coverage
and in turn some employees did not take up the offer was because health insurance
policies were perceived as being too costly.

Although valuable information was collected from both the household and employer
surveys in the initial State Planning Grant, better information is needed to determine the
cost and types of insurance policies that are offered by small employers. For those small
employers that do not offer health insurance to their employees, it is essential to learn
how willing they would be, based on a range of acceptable prices for benefit packages, to
offer coverage. In addition, it is important to determine how willing employees would be,
based on what they perceive as acceptable costs and benefits, to participate in employer-
sponsored insurance coverage. Given the costs and benefits of the products currently
available, we identified the gap between the prices set by insurance companies and the
prices affordable by small employers and their employees. This price gap information
will be useful in developing an affordable health insurance product for the target
population, which in turn may help reduce the number of uninsured persons in Nebraska.

! Urban Institute and Kaiser Commission on Medicaid and the Uninsured estimates based on the Census Bureau's
March 2004 and 2005 Current Population Survey (CPS: Annual Social and Economic Supplements).

2 Agency for Healthcare Research and Quality, Center for Cost and Financing Studies. 2003 Medical Expenditure Panel
Survey - Insurance Component. Table 11.A.2: http://www.meps.ahrg.gov/MEPSDATA/ic/2003/Tables 11/T1IA2.pdf.
Definitions and descriptions of the methods used for this survey can be found in the Technical Appendix:
http://www.meps.ahrg.gov/MEPSDATA/ic/2003/techappendix.htm.

% http:/iwww.unmc.edu/rural/SPG/health-insur-ne-results-updated.pdf.

*http://www.dol state.ne.us/nwd/center.cfm?PRICAT=4&SUBCAT=4C&APP=4C10&ACTION=espubs04.
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SMALL EMPLOYER SURVEY
(n =158)




BACKGROUND

In the fall of 2006, researchers from the Nebraska Center for Rural Health Research,
under contract with the Nebraska Health and Human Services System (NHHSS),
conducted a mail survey of 600 small employers in five counties in Nebraska (Lancaster,
Hall, Adams, Buffalo, and Scotts Bluff). The purpose of this study was to examine the
premium gap between self-reported affordability and the prices of health insurance
products currently available for small employers and their employees.

METHOD

Using data collected by the Nebraska Department of Labor, we created a random sample
of 600 businesses with 50 or fewer employees located within Lancaster, Hall, Adams,
Buffalo, and Scotts Bluff counties in Nebraska. After a review of the literature and
previously validated national surveys, two instruments were developed (one for
businesses that offer employee health benefits, and the other for businesses that do not
offer such benefits), respondents were asked to complete the questionnaire most
applicable to their business. Both instruments were estimated to take 10 to 15 minutes to
complete. The instrument for businesses that offer health insurance included questions
regarding types of coverage, plans, and services offered, types of plans offered, current
premium contribution from the employer and their employees, maximum premium
affordable for employer and their employees, business impact of offering health
insurance, acceptable restrictions on coverage, and likelihood of future change in
coverage and offering status. The instrument for businesses that do not offer included
questions regarding preferred coverage type, preferred plan type, maximum premium
affordable for employer and their employees, business impact of not offering health
insurance, and likelihood of future change in offering status (see Appendix A for copies
of the survey instruments). Using the Dillman® method developed for survey research, we
made five contacts with the businesses in our sample. An advisory panel composed of six
representatives from major health insurance companies and brokers in Nebraska was
formed to provide guidance for the development of the survey instruments and the
interpretation of the survey results.

STUuDY POPULATION

Of the 600 small businesses contacted we received completed surveys from 158 small
businesses (26%).° The response rate for each geographic area was as follows: 74 of 300
businesses (25%) responded from Lancaster County, 58 of 150 businesses (39%)
responded from the Tri-city area, and 26 of 150 businesses (17%) responded from Scotts
Bluff County. Of the responding businesses 47% were located within Lancaster County,
while 53% of the responding businesses were located in either Scotts Bluff or the Tri-
cities area. Thirteen businesses returned documentation of refusal to participate.

® Dillman, D.A. (2000). Mail and internet surveys: The tailored design method. New York: John Wiley &
Sons.
®Approved by the Institutional Review Board May 2006. IRB # 192-06-EX.



CHARACTERISTICS OF RESPONDING SMALL BUSINESSES

Non-offering businesses were more likely to have fewer employees, a lower percentage of
full-time employees, younger and lower-income employees, and a higher employee
turnover rate than were offering businesses.

Years in operation: The median number of years in operation for all businesses is
20 years, ranging from 1 to 136 years. Businesses that offer health insurance
reported a median of 23 years in operation (1 to 89 years), while businesses that
do not offer health insurance reported a median of 20 years in operation (1 to 136
years).

Number of employees: Businesses reported a median of 6 employees, ranging
from 1 to 40 employees. Businesses that offer health insurance have a median of 9
employees (1 to 38), while businesses that do not offer health insurance have a
median of 5 employees (1 to 40).’

Full-time employees: Median percentage of full-time employees (those working
more than 30 hours per week) for all businesses is 75%. Businesses that offer
health insurance reported a higher median percentage of full-time employees
(88%) than did businesses that do not offer health insurance (67%).’

Female employees: The median percentage of female employees is 50% for all
businesses. Businesses that do not offer health insurance employ a higher median
percentage of female workers (57%) than do businesses that offer health
insurance (33%).

Age of employees: When compared to businesses that do not offer, businesses that
offer health insurance have a higher median percentage of employees aged 41 to
64 years (52%). Likewise, businesses that do not offer health insurance have a
higher median percentage of employees aged 19 to 40 years (56%).2

Income of employees: Businesses reported that most employees (52%) make
between $15,000 and $30,000 a year. Businesses that do not offer health
insurance reported a higher median percentage of employees making less than
$15,000 a year (50%) than did businesses that offer health insurance (11%). In
addition, businesses that offer health insurance reported a higher median
percentage of employees making more than $75,000 a year (12%) than did
businesses that do not offer health insurance (10%).°

" Median test: p<0.01.
& ANOVA F-test: p<0.05.
® ANOVA F-test: p<0.01.




e Rate of turnover: Twelve percent of all businesses reported having a high rate of
turnover among their employees. Businesses that do not offer health insurance
reported a higher rate of turnover (16%) than did businesses that offer health
insurance (5%).%°

e Franchise: Seven percent of the businesses reported being part of a franchise or a
larger corporation. Twelve percent of businesses that offer health insurance
reported being part of a franchise or larger corporation, compared to 3% of
businesses that do not offer health insurance.*!

The majority of responding small businesses do not offer health insurance to their
employees.

e Of the 158 responding small businesses, 61 (39%) reported offering health

insurance to their employees. Ninety-seven small businesses (61%) reported that
they do not offer health insurance to their employees. (Figure 1)

Figure 1: Percentage of Small Businesses by Offer Status (n = 158)

O Offer employee health insurance
B Do not offer employee health insurance

39%

e The offering rate for small businesses in the metropolitan area (e.g., Lancaster
County) is statistically significantly higher than that for their counterparts in the
non-metropolitan counties combined (e.g., Tri-city area and Scotts Bluff County)
(i.e., 49% vs. 30%).' (Figure 2)

19 Chi-square: p<0.05.
1 Fisher exact: p<0.05.
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Figure 2: Offering Status by Geographic Region

@ Offer o0 Do not offer

Tri-cities area and
Scotts Bluff County
combined (n = 84)

Lancaster County
(n=74)

70%

51%

0%

20%

40% 60%

80%

100%
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FINDINGS FROM BUSINESSES THAT DO NOT OFFER HEALTH INSURANCE
(n=97)

Many small business owners need education regarding health insurance.

e Forty-three percent of the non-offering employers reported that they have little or
no knowledge about health insurance terminology and costs and about current
plans available for small businesses to offer their employees. (Figure 3)

Figure 3: Employer Knowledge About Health Insurance Terminology and Cost, and About Current
Plans Available to Small Businesses (n = 93)

Not knowledgeable
at all 17%

Very knowledgeable
17%

Less than

\_ somewhat

knowledgeable
26%

Somewhat
knowledgeable
40%

Employees having coverage elsewhere and cost are the most commonly reported reasons
for not offering employee health insurance.

e Non-offering employers reported “employees have coverage elsewhere” (56%)
and “premiums are too high” (53%) as the reasons for not offering employee
health benefits, followed by “business cannot afford it” (49%), “business is too
small” (39%), and “large number of part-time employees” (24%). (Figure 4)
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Figure 4: Reasons for Not Offering Health Insurance to Employees (n = 97)

Other
Business is too new

Presence of seriously ill employee
Not needed to retain good employees
Too complicated and time consuming
Employee turnover is too high
Employees prefer wages

Employees cannot afford their share
Apprehension about increases in cost
Revenue is too uncertain to commit
Large number of part-time employees
Business is too small
Business cannot afford it

Premiums are too high 53%

Employees have coverage elsewhere 56%

The majority of the businesses that do not offer health benefits did not employ any
seriously ill employees.

e Of the responding non-offering employers, 15% reported having a seriously ill
employee. (Figure 5)

Figure 5: Presence of a Seriously Ill Employee (n = 91)

Don't know,
4%

Yes, 15%

No, 80%

13



Not offering employee health benefits has a negative impact on employee recruitment.

Many non-offering employers do not believe there is an impact (positive or
negative) of NOT offering employees health insurance. Over 80% of the non-
offering employers reported that not offering health insurance to employees has
no impact on employee turnover (80%), health of employees (81%), absenteeism
(87%), and success of business (82%). (Figure 6)

Non-offering employers reported that not offering health insurance to employees
has the greatest negative impact (23%) on employee recruitment. However, 13%
of non-offering employers reported a positive impact on employee recruitment of
not offering employee health benefits. (Figure 6)

Figure 6: Impact of Not Offering Health Insurance to Employees

‘D Positive impact O No impact O Negative impact ‘

Success of your business | | | |

y 10%| 82% | 9%
(n=83)
Employee turnover (n = 83) 7%| 80% | 13%
Absenteeism (n = 85) 6%| 87% | 7%
Health of employees (n=85) | 9% | 81% | 9%
Attitude and performance (n=84) | 13% | 79% | 8%
Recruitment (n=84) | 13% | 64% | 23%
| | | |

The majority of non-offering employers and their employees could only afford up to $100
each for health insurance each month.

Eighty-eight percent of non-offering employers reported that the maximum
monthly premium they could afford would be less than $200. Furthermore, 62%
of employers reported that the maximum monthly premium they could afford
would be less than $100. (Figure 7)

Ninety-seven percent of non-offering employers reported that the maximum
monthly premium their employees could afford would be less than $200. Sixty-
five percent of employers reported that the maximum monthly premium their
employees could afford would be less than $100. (Figure 7)
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Figure 7: Maximum Monthly Premium Non-offering Employers and Their Employees Able to
Afford

O Employer (n = 82) B Employee (n = 82) ‘

0%

Over $500 1%

1%

$400 to $499 0%

0%
$300 to $399 :l 2%

$200 to $299

0
$100 to $199 32%

65%
Less than $100 62%

0% 10% 20% 30% 40% 50% 60% 70%

Characteristics of Insurance Package Likely to be Offered by Employers That Do
Not Currently Offer Employee Health Benefits

e Most likely plan type—PPO/POS: Non-offering employers reported that they
would most likely offer a preferred provider organization (PPO) or point-of-
service (POS) plan to employees. Fifty-eight percent were at least somewhat
likely to offer this plan type. (Figure 8)

e Most likely coverage option—employee only: Fifty-nine percent of non-offering
employers reported they would be more likely to offer an “employee only”
coverage option over all other options. (Figure 9)

e Most likely cost-sharing method—combination: Twenty-two percent of non-
offering employers reported they were more likely to offer a combination of co-
payment plus deductible and coinsurance. However, the highest percentage (47%)
of the non-offering employers reported “do not know.” (Figure 10)

e Acceptable limits—increase in cost: Fifty-three percent of non-offering employers
reported that they would most likely limit an employee health plan by increasing
the overall deductible in order to keep cost down, followed by increasing co-
payment and/or coinsurance (42%). (Figure 11)
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Figure 8: Likelihood Businesses Would Offer Plan Type

O Very likely B Somewhat likely O Not very likely O Not at all likely
[
. . | 37%
Traditional Indemnity 23%
(n = 65) 26%
14%
] | 36%
Health Maintenance 28%
Organization (n = 67) 34%
2%
| 24%
PPO/POS (n = 70) LV a7k
11%
) | 27%
Health Savings Account 25%
(n=73) 26%
22%
. |32%
Health Reimbursement | 3806
Account (n = 68) E 22%
7%
0% 10% 20% 30% 40% 50%

Figure 9: Likelihood Businesses Would Offer Coverage Options

O Likely to offer O Not likely to offer 0O Don't know

Employee only (n = 73) 59% 11% 30%

Em ponee_ + spouse 24% 38% 38%
(n=63)
Employee_ + children 19% 42% 39%
(n=59)
Employee + family
- 34% 30% 36%
(n=70)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Figure 10: Percentage of Businesses That Would Likely Choose Cost-sharing Option (n = 85)
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Figure 11: Percentage of Businesses That Would Likely Choose Limit to Employee Health Plans
(n=97)
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The majority of non-offering employers are not likely to offer health insurance to
employees in the next two years.

e Nearly three-fourths (73%) of the non-offering employers reported that they were
not likely to offer these benefits in the next two years. However, 21% of non-
offering employers reported that they were at least somewhat likely to offer
employee health benefits in the next two years. (Figure 12)

Figure 12: Likelihood Business Will Offer Employee Health Benefits in the Next Two Years
(n =89)
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What we heard from some non-offering employers

“We have already started looking at furnishing health insurance, but at this time we do not have
the resources to pay for it. We are continuing to research all possibilities.”

“We would like to offer health benefits, but as a new business we can not afford to do so.”

“l have to hire employees who are covered under a spouse’s plan or are able to get their own
insurance.”

“Most businesses | know are constantly looking for ways to drop employee health benefits and
still retain employees.”

“Adding health care costs to the cost of our product would make it prohibitively expensive and
likely kill our business.”

“Our income as a business is too variable to commit to payments.”
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FINDINGS FROM BUSINESSES THAT OFFER HEALTH INSURANCE
(n=61)

The majority of the small businesses that offer employee health benefits have done so for
many years.

e Eighty-five percent of the employers that offer health insurance to their
employees have done so for the last five years.

Few responding small businesses offer health benefits to part-time employees.
e Eight percent of offering employers reported offering health insurance benefits to

part-time employees (those working less than 30 hours per week). Eighty-nine

percent of employers reported not offering benefits to these employees. (Figure
13)

Figure 13: Offer Status For Part-time Employees (n = 61)
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Offering employee health insurance has the greatest impact on employee recruitment.

e The highest percentage of offering employers reported that offering health
insurance to employees had a positive impact (92%) on employee recruitment.
(Figure 14)

e Inaddition, over 70% of the offering employers reported that offering health
insurance to employees had a positive impact on employee attitude and
performance (79%), employee retention (75%), and overall success of business
(73%). (Figure 14)

e One employer reported that offering health insurance to employees has a negative
impact on the success of the business. (Figure 14)

Figure 14: Impact of Offering Health Insurance to Employees
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Increases in premium payments were the most common changes to employee health
benefits within the last five years and the most likely change within the next year.

e Sixty-five percent of offering employers reported that they had increased business
premium payment within the last five years. Forty-five percent of employers
reported decreasing benefits coverage. (Figure 15)
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e Thirty-three percent of employers reported they were likely to increase the
business premium payment within the next year. Twenty-five percent of
employers reported being likely to increase the employee premium payment.
(Figure 16)

Figure 15: Changes Made in the Last Five Years Regarding Employee Health Insurance
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Figure 16: Likely Changes Within the Next Year Regarding Employee Health Insurance
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The majority of offering employers and their employees could only afford up to $300 for
health insurance each month.

Over half (54%) of employers that offer employee health benefits are able to
afford between $100 and $500 per month for their share of the monthly premium.
In fact, 29% of employers reported that the maximum amount they would be able
to afford is over $500. (Figure 17)

Over half (57%) of offering employers reported that the maximum monthly
premium their employees would be able to afford was between $100 and $300.
Furthermore, 15% of offering employers reported that the maximum monthly
premium their employees would be able to afford was more than $300. (Figure
17)

Figure 17: Maximum Monthly Premium Offering Employers and Their Employees Able to Afford
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Characteristics of Employee Health Insurance Package Offered By Employers

Most offered plan type—PPO/POS: Ninety-two percent of the offering employers
offer employees a PPO or a POS plan. (Figure 18)

Most offered coverage option—employee only: The majority (83%) of employers

offered employee-only coverage to their employees. Sixty-six percent of
employers offered family coverage. (Figure 19)
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Figure 18: Percentage of Businesses that Offer Health Insurance Plan Type to Full-time

Employees
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Figure 19: Percentage of Businesses That Offer Coverage Type (n = 59)
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FINDINGS REGARDING THE HEALTH INSURANCE PLAN WITH MAJORITY
ENROLLMENT

The majority of offering employers reported that their employees are enrolled in a PPO
or a POS plan.

e Sixty-seven percent of employers reported that the majority of their full-time
employees are enrolled in a PPO or POS plan, followed by health savings account
(HSA) (12%). (Figure 20)

Figure 20: Plan Type with Majority Enrollment (n = 58)
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e The median annual deductible for employees is $1,125 (ranging from $100 to
$5,000) for single coverage and $2,500 (ranging from $500 to $7,500) for family
coverage. (Table 1)

e The median annual out-of-pocket limit is $2,500 (ranging from $500 to $7,000)

for single coverage and $5,000 (ranging from $1,000 to $9,000) for family
coverage. (Table 1)
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Table 1. Employee Annual Deductible and Out-of-pocket Limit—Single and Family

Median
(sample size) Minimum Maximum
Annual Deductible
Employee only $1,125 $100 $5,000
(n=52)
Family $2,500 $500 $7,500
(n=35)
Annual Out-of-Pocket Limit
Employee only $2,500 $500 $7,000
(n=41)
Family $5,000 $1000 $9,000
(n=27)

e While three-fourths of offering employers (74%) reported that their employees
contribute less than $100 per month for employee-only coverage, only 12% of
offering employers reported that their business contributes less than $100 per
month for employees with individual coverage (Figure 21)

e Fifty-four percent of offering employers reported that their employees contribute
less than $100 per month for family coverage. However, fifty percent of the
offering employers reported that the business contributes over $400 per month for
employees with family plans (Figure 22)
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Figure 21: Current Contribution for Employee-Only Coverage—Employer and Employee
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Figure 22: Current Contribution for Family Coverage—Employer and Employee
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The majority of offering employers include the basic services in employee health
packages.

e Over 80% of employers include hospital stay (88%), prescription drug coverage

(85%), emergency room visit (85%), and physician office visit (83%) in the
health insurance packages offered to their employees. (Figure 23)

Figure 23: Percentage of Businesses That Cover Service Options
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e The majority of offering employers had a co-payment cost-sharing mechanism
for physician office visits, both primary care (88%) and specialty care (78%).
(Figure 24)

e Nearly three-fourth of offering employers (74%) had a co-payment cost-sharing
mechanism for ER visits from their employees. (Figure 25)

e The majority of offering employers had a deductible (77%) and/or coinsurance
(72%) as the cost-sharing mechanism for hospital stay. (Figure 26)
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Figure 24: Percentage of Businesses with Cost-sharing Option for Physician Office Visit
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Figure 25: Percentage of Businesses with Cost-sharing Option for ER Visit
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Figure 26: Percentage of Businesses with Cost-sharing Option for Hospital Stay
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The majority of offering employers are not likely to discontinue coverage in the next year.
e The majority (84%) of offering employers reported that they are not likely to

discontinue health insurance coverage for their employees in the next year.
(Figure 27)
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Figure 27: Likelihood Business Will Discontinue to Offer Health Insurance in the Next Year
(n =58)
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What we heard from some offering employers
“We are trying to find a better plan, but have found most to be too expensive.”

“Currently, employees that are eligible for main medical have coverage through their
spouse; therefore, we offer coverage, but it is not used.”

“At some point I can no longer afford to offer health insurance coverage. The increasing
costs will become too high.”

“It would be nice if you don’t have any claims on your policy that the premium would go
down accordingly, also if you did have claims then the rate would be raised accordingly.”
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EMPLOYEE SURVEY
(n=373)
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BACKGROUND

To acquire additional information regarding the perceptions of employees working for small
businesses about health insurance, we conducted a telephone survey of employees in the
same regions targeted by the small employer survey.

METHOD

A random sample of 10,500 households from three geographic areas (Lancaster County, the
Tri-cities area, and Scotts Bluff County) was created using data generated by GENESY'S
Sampling Systems. Each interview took about 10 minutes to complete. Each participant was
asked up to 25 questions covering the following general topics: employer offering status,
employee participation in employer plan, enrolled plan design, contribution and cost-sharing
and maximum premium affordable (see Appendix B for a copy of the employee telephone
protocol). Professionally trained interviewers conducted the employee interviews. Eligible
participants were identified using the following criteria: participants were between the ages
of 19 and 64 years, employed for pay by someone other than themselves, and employed at a
business that has between 3 and 500 employees. Although our employer survey focused on
businesses with 50 or fewer employees, we chose to interview employees of businesses with
between 3 and 500 employees. Our assumption was that employees working for businesses
within this size range are likely to have similar levels of information about selecting
insurance plans and similar reasons for the decisions they make.

STUDY POPULATION

A total of 373 employee interviews were successfully completed.*? Forty-eight percent of
interviewed employees lived in Lancaster County, 29% lived in the Tri-cities area, and 21%
lived in Scotts Bluff County. Seven employees provided incomplete county information.
More than 90% of interviewed employees reported they were white (94%) and/or non-
Hispanic (96%). Seventy-two percent of employees had at least some college education. Fifty
percent of interviewed employees reported an annual household income between $35,000
and $75,000. The age distribution among those interviewed was relatively equal within the
eligible age range, with a slightly higher percentage between the ages of 46 to 55 years

(36%) and the lowest percentage between the ages of 56 to 64 years (18%).

12 Approved by the Institutional Review Board May 2006. IRB # 192-06-EX.
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Nearly half of the employees interviewed work for a business that employs 3 to 49 employees.

e Sixty-one percent of employees interviewed work for a business that employs up to
100 employees. Forty-seven percent of employees interviewed work for a business
that employs between 3 and 49 employees. (Figure 28)

The majority of employees interviewed reported being offered health insurance from their
employer. Employees of small businesses are less likely to be offered health insurance from

their employer.

e Eighty-six percent of employees reported that their employer offers health insurance
to employees. (Figure 29) Thirty-nine percent of these employees work for a business
that employs fewer than 50 employees. (Figure 30)

e Ninety percent of employees NOT offered health insurance by their employer work
for a business that employs fewer than 50 employees. (Figure 30)

Figure 28: Percentage of Employee Interviews by Employer Size (n = 373)
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Figure 29: Percentage of Employee Interviews by Employer Offer Status
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Figure 30: Offering Status by Employer Size
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RESPONSES FROM EMPLOYEES NOT OFFERED HEALTH
INSURANCE BY EMPLOYER (n =59)

The majority of employees NOT offered health insurance by their employer have coverage
elsewhere.

e Thirty-one percent of the employees not offered health insurance by their employer
reported that they are uninsured. (Figure 31) Seventy-eight percent of these
employees are employed by a business with fewer than 50 employees. (Figure 32)

e Sixty-nine percent of employees not offered health insurance reported having
coverage elsewhere. (Figure 31) Ninety-five percent of these employees work for a
business with fewer than 50 employees. (Figure 32)

e Of the employees with coverage elsewhere, the majority (56%) reported having
coverage through their spouse’s employer. (Figure 33)

Figure 31: Coverage Status for Employees Not Offered Health Insurance (n = 59)
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Figure 32: Coverage Status for Employees Not Offered Health Insurance by Employer Size
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Figure 33: Source of Coverage for Employees Not Offered Health Insurance (n = 41)
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The majority of employees not offered health insurance by their employer would be willing to
contribute up to $200 per month for health insurance.

e Sixty-one percent of employees reported that they would be willing to contribute up
to $200 per month for health insurance. Thirty-three percent of employees reported
being willing to contribute up to $100 per month. (Figure 34)

Figure 34: Maximum Monthly Premium Amount Affordable for Employees Not Offered Health
Insurance (n = 46)
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If an employer needed to keep cost for health insurance down, employees would be most
likely to accept a limit to the number of physician office visits.

e Thirty percent of employees not offered health insurance reported being willing to
accept a limit to the number of physician office visits, followed by an increase in
deductible (25%). (Figure 35)

The majority of employees would participate in an employer health plan if their employer
were to offer health insurance to employees.

e Sixty-eight percent of employees reported that they would participate in a plan
offered by their employer if offered the opportunity. (Figure 36)
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Figure 35: Percentage of Employees Who Would Accept Limit to Employee Health Plans if Employer
Needed to Keep Business Cost Down (n = 53)
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Figure 36: Employee Participation if Employer Offered Health Insurance (n = 59)
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RESPONSES FROM EMPLOYEES OFFERED HEALTH INSURANCE BY
EMPLOYER (n = 314)

The majority of employees offered health insurance are eligible for and enrolled in a plan
offered by their employer.

e Sixty-eight percent of employees offered health insurance by their employer reported
that they are eligible for and enrolled in a plan offered by their employer. (Figure 37)

e Twenty percent of employees offered health insurance reported they are eligible but
not enrolled in their employer’s plan. (Figure 37) Of these employees, 80% reported
that the reason they do not participate in their employer’s health plan is because they
have coverage elsewhere. (Figure 38)

e Twelve percent of the employees offered health insurance reported that they are not
eligible to participate in the plans offered by their employer. (Figure 37) Of these
employees, the majority (76%) reported that they are not eligible because they work
part-time. (Figure 39)

Figure 37: Eligibility and Enrollment for Employees Offered Health Insurance (n = 314)
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Figure 38: Reason for Not Participating in Health Insurance Offered by Employer (n = 64)
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Figure 39: Reason Not Eligible for Health Plan Offered by Employer (n = 37)
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More than half of employees offered health insurance by their employer would be willing to
contribute up to $200 per month for health insurance.

e Fifty-three percent of employees offered health insurance reported that they would be
willing to contribute a maximum of $200 per month for health insurance. Twenty-six
percent of employees reported being willing to contribute up to $100 per month.
(Figure 40)

Figure 40: Maximum Monthly Premium Amount Affordable for Employees Offered Health Insurance
by Employer (n = 190)
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If an employer needed to keep cost for health insurance down, employees offered health
insurance would be most likely to accept an increase in cost over limits in services.

e Thirty percent of employees not offered health insurance reported being willing to
accept a higher deductible, followed by an increased premium (26%). (Figure 41)
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Figure 41: Preferred Tradeoff for Employees Offered Health Insurance by Employer (n = 130)
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RESPONSES FROM EMPLOYEES ENROLLED IN HEALTH INSURANCE OFFERED
BY EMPLOYER (n = 213)

The majority of employees participating in an employer health plan are offered and enrolled
in a PPO plan.

e Eighty-one percent of employees participating in a health insurance plan offered by
their employer reported being offered a PPO plan. Employees are least likely to be
offered a traditional indemnity. (Figure 42)

e Seventy-eight percent of employees participating in employer-sponsored insurance
reported being enrolled in a PPO plan. (Figure 43)

Figure 42: Health Insurance Plan Type Offered by Employer (n = 213)
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Figure 43: Health Insurance Plan Type in Which Employees Are Enrolled (n = 186)
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About two-thirds of employees pay up to $200 toward their monthly premium.

Sixty-seven percent of employees enrolled in a health insurance plan offered by their
employer reported paying up to $200 per month toward their premium. Forty-seven
percent of employees reported paying less than $100 a month toward their premium.
(Figure 44)

Employees enrolled in employer-sponsored insurance reported a median annual
deductible of $500 (ranging from $80 to $6,000) and a median annual out-of-pocket
limit of $1,600 (ranging from $200 to $7,500). (Table 2)
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Figure 44: Employee Premium Contribution Per Month for Health Insurance (n = 165)
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Table 2: Employee Contribution for Annual Deductible and Annual Out-of-pocket Limit

Median
(sample size) Minimum Maximum
Annual deductible $500 $80 $6,000
(n = 147)
Annual out-of-pocket limit $1,600 $200 $7,500
(n=79)

Nearly all employees participating in employer-sponsored insurance are confident that their

employer will continue to offer health insurance for the next two years.

e Ninety-six percent of employees enrolled in employer-sponsored health insurance
reported that they are at least somewhat confident that their employer will continue
to offer health insurance for the next two years. (Figure 45)
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Figure 45: Confidence Employer Will Continue to Offer Health Insurance For the Next Two Years
(n=211)
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BACKGROUND

As part of the employer and employee surveys, we collected information about how small
employers (or their employees) respond to the variation in premium, deductible, co-
payment, and coinsurance of an insurance product when considering whether to offer
health insurance to their employees (or enrolling in the health insurance offered by their
employer). This information will be useful in developing insurance products that are
affordable to small employers and their employees.

METHOD

Scenario questions were developed addressing the variation in premium, deductible, co-
payment, and coinsurance of an insurance product. Each of these four variables has two
alternative values, a lower-cost option or a higher-cost option, as follows:

Table 3: The Variations of Benefit Item Variables for Scenario Questions

Cost Options

Benefit ltems Low High
Total monthly premium $300 $500
Annual individual deductible $500 $1500
Co-payment for physician office visits $20 $40
Coinsurance for employees 10% 30%

These benefit options yield a total of 16 possible scenarios (i.e., 2 x 2 x 2 x 2 = 16), with
each scenario representing a unique insurance product. We also assumed that all
insurance products cover physician care, hospital care, emergency room, and prescription
medication, and include a maximum individual annual out-of-pocket liability. We
randomly selected 4 scenarios (out of the pool of 16) into each questionnaire so each
employer or employee could respond to a different set of 4 scenarios (see Appendix A or
B for the examples of scenario questions). Each scenario question included two
additional questions. First, how likely is the business (or employee) to offer (or to enroll
in) such a scenario insurance product? Second, what is the desired premium split between
business and employee if the business (or employee) decides to offer (enroll in) such a
scenario insurance product?

A generalized estimating equation (GEE) regression approach was then used to analyze
the data collected from businesses’ and employees’ responses to scenario questions. The
GEE method was used to account for the possible correlation of responses within the
same respondent, as each business or employee was given four scenario questions to
answer.

FINDINGS FROM THE EMPLOYER SURVEY

Premium price is the most important factor to small businesses (especially those
currently not offering health insurance) when considering whether to offer health
insurance to their employees. (Table 4)
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e Non-offering employers are 3.38 times more likely to offer health insurance if the
total monthly premium is $300 than if it is $500.

e Offering employers are 72% more likely to offer health insurance if the total
monthly premium is $300 than if it is $500.

e Offering employers are also 48% more likely to offer health insurance if the
coinsurance level for employees is 10% than if it is 30% (p < 0.1).

e On average, employers, regardless of their offering status, are 1.91 times more
likely to offer health insurance if the total monthly premium is $300 than if it is
$500.

Table 4: The Effects of Plan Benefit Design on Employer’s Likelihood of Offering Health
Insurance

Employers That Employers That

Do Not Offer Do Offer All Employers
Total monthly premium 3.38 times more  72% more likely to  1.91 times more
($300 vs. $500) likely to offer offer likely to offer

(2.53, 7.57) (1.04, 2.85) (1.98, 4.30)
Annual deductible
($500 vs. $1500) - - -
Co-payment for physician visit
($20 vs. $40) - - -
Coinsurance 48% more likely to
(10% vs. 30%) -- offer --
(0.98, 2.23)

“--" indicates that the results were not statistically significant.
The numbers in parentheses are the 95% confidence intervals of the odds ratios.

e Of the small businesses that are likely to offer health insurance, the majority
(76%) prefer a 75% business/25% employee split, while one-fifth (22%) prefer a
50%/50% split. (Figure 46)
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Figure 46: Preferred Cost-sharing for Employers That Are Likely to Offer Health Insurance
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FINDINGS FROM THE EMPLOYEE SURVEY

Premium price is the most important factor to employees working for small businesses
when considering whether to enroll in the health insurance offered by their employers,
although employees are also generally responsive to the change in deductible, co-
payment, and coinsurance of an insurance package when making their enrolling
decision. (Table 5)

Employees not offered health insurance

e are 1.74 times more likely to enroll in a health insurance plan if the total monthly
premium is $300 than if it is $500.

e are 1.37 times more likely to enroll in a health insurance plan if the annual
deductible is $500 than if it is $1,500.

Employees offered health insurance

e are 1.72 times more likely to enroll in a health insurance plan if the total monthly
premium is $300 than if it is $500.

e are 57% more likely to enroll in a health insurance plan if the coinsurance level
for employees is 10% than if it is 30%.
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e are 58% more likely to enroll in a health insurance plan if the annual deductible is
$500 than if it is $1,500.

e are 61% more likely to enroll in a health insurance plan if the co-payment for
physician visit is $20 than if it is $40.

All employees regardless of employer offering status

e are 1.69 times more likely to enroll in a health insurance plan if the total monthly
premium is $300 than if it is $500.

e are 49% more likely to enroll in a health insurance plan if the coinsurance level
for employees is 10% than if it is 30%.

e are 65% more likely to enroll in a health insurance plan if the annual deductible is
$500 than if it is $1,500.

e are 52% more likely to enroll in a health insurance plan if the co-payment for
physician visit is $20 than if it is $40.

Table 5: The Effects of Plan Benefit Design on Small Business Employees’ Likelihood of Enrolling
in the Health Insurance Offered by Employers

Employers That Employers That

Do Not Offer Do Offer All Employers
Total monthly premium 1.74 times more 1.72 times more 1.69 times more
($300 vs. $500) likely to enroll likely to enroll likely to enroll
(1.59, 4.72) (2.13, 3.47) (2.16, 3.36)
Annual deductible 1.37 times more  58% more likely to  65% more likely to
($500 vs. $1500) likely to enroll enroll enroll
(1.44, 3.91) (1.28, 1.96) (1.36, 2.02)
Co-payment for physician visit 61% more likely to 52% more likely to
($20 vs. $40) - enroll enroll
(1.30, 2.01) (1.25, 1.85)
Coinsurance 57% more likely to  49% more likely to
(10% vs. 30%) -- enroll enroll
(1.26, 1.95) (1.22, 1.81)

“--" indicates that the results were not statistically significant.
The numbers in parentheses are the 95% confidence intervals of the odds ratios.

e Among the small business employees that are likely to enroll in health insurance,
the majority (76%) prefer a 75% business/25% employee split, while one-fifth
(22%) prefer a 50%/50% split. This result is the same as what we found among
small employers. (Figure 47)
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Figure 47: Preferred Cost-sharing for Employers That Are Likely to Offer Health Insurance

25% Business /
75% Employee,
2%

50% Business /
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22%

75% Business /
25% Employee,
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IDENTIFYING THE
AFFORDABILITY GAP
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BACKGROUND

One of the important objectives in this project was to identify the gap, if any, between the
amount small employers (and their employees) can afford to pay for health insurance and
the price of health insurance products currently available. In order to achieve the policy
goal of reducing the number of the uninsured in Nebraska, we are especially interested in
identifying the gap between the amount that small businesses that currently do not offer
any health insurance to employees can afford to pay and the price of health insurance
products currently available.

METHOD

To facilitate the discussion on the gap analysis, we collected input from a panel of
insurance company representatives (including executives from Blue Cross Blue Shield of
Nebraska, Mutual of Omaha, UnitedHealthcare, and Silverstone Group) about what kinds
of health insurance products in terms of benefit design and premium prices are currently
available to small businesses in Nebraska. Combining this information with our survey
results, we conducted a premium affordability gap analysis.

FINDINGS

According to results for the employer survey, the majority of the non-offering small
employers and their employees could only afford a monthly premium of less than $100
each for health insurance (Figure 48). If we compare Figure 48 with Figures 49 and 50,
which show the current monthly premium prices that offering small employers and their
employees are paying, we find that a gap exists between ability to pay (for non-offering
employers and their employees) and the current product prices (for offering employers
and their employees). Although 74% of offering small employers pay a monthly premium
contribution of less than $100 for employee-only coverage, only 12% of the offering
small employers reported that their employees pay less than $100 for such coverage
(Figure 49). The gap becomes greater if the family coverage is of interest. Only 54% of
the offering small employers reported paying a monthly premium of less than $100 for
family coverage, and only 19% of the offering small employers reported that their
employees pay less than $100 for such coverage (Figure 50). In addition, two-fifths
(41%) of the offering small employers actually contribute more than $500 each month for
the family coverage offered to their employees.
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Figure 48 (same as Figure 7, pg. 13): Maximum Monthly Premium Non-offering Employers and

Their Employees Able to Afford
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Figure 49 (same as Figure 21, pg. 24): Current Contribution for Employee-Only Coverage—

Employer and Employee
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Figure 50 (same as Figure 22, pg. 24): Current Contribution for Family Coverage—Employer and
Employee

‘ O Employer (n =32) B Employee (n =28) ‘
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Since about two-thirds of the non-offering small employers reported a premium
affordability threshold of less than $100 per month for their businesses as well as their
employees, further research should measure the possibility of developing a health
insurance product with a total monthly premium of $200 for small business employees.
Based on input from the panel of insurance company representatives, the minimum
monthly premium price for a health insurance product with a reasonable benefit design is
somewhere between $200 and $300, and more likely to be above $250." If this estimate
is accurate, then the magnitude of the premium affordability gap for small employers and
their employees would range from at least $50 to $100 or more per month, depending on
the type of coverage (e.g., employer-only, employer + spouse, employer + children,
family).

To better understand what a health insurance policy with a total monthly premium price
between $200 and $300 consists of, we considered three health insurance product options
for employees of a hypothetical small business that employs five males (two aged 38 and
three aged 43) and five females (two aged 38 and three aged 43).** (Table 6)

3 Expert advisory panel meeting. Omaha, NE. September 30, 2006.
1 Silverstone Group. (2006) Omaha, NE. http://www.silverstonegroup.com/index.htm.
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Table 6: Potential Product Option 1 for Small Employers and Their Employees*

Option 1
PPO Non-PPO
Calendar year deductible
Individual $500 $1,000
Family $1,000 $2,000
PPO & non-PPO accumulation combined
Coinsurance & &
(after the deductible is satisfied) e el
Out-of-pocket maximum
(includes deductible)
Individual $2,000 $5,500
Family $4,000 $11,000
PPO & non-PPO accumulation combined
Lifetime maximum $10,000,000
Physician office services
Primary care physician $25 copay 60%
Specialist $40 copay 60%
Routine physical exams $25 copay 60%
Routine eye exam $40 copay not covered
Annual routine maximum unlimited
Hospital services
Physician charges 80% 60%
Facility charges 80% 60%
Maternity care 80% 60%
A $10 + 25% generic
Prescription drugs - $10 generic $25 + 25%
(Prescription deductible, if applicable,
: : $25 formulary formulary
does not apply to medical deductible
: $40 non formulary $40 + 25% non
or out-of-pocket maximum.)
formulary

Mail order available

Mental/nervous & alcohol/drug
Inpatient

Outpatient

Emergency facility

Urgent care center

3 month supply for 3 copays

70% 50%

30 days per calendar year
$40 copay 50%

60 units per calendar year
$100 copay $100 copay
$40 copay 60%

*Source: Silverstone Group. (2006) Omaha, NE. http://www.silverstonegroup.com/index.htm.
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The total monthly premium price for employee-only coverage in Option 1 (above) is
$250. If this specific product and coverage type is of interest, then the gap between
ability to pay and current product price for most small businesses and their employees
would be $50 and up, depending on the extent to which the employers’ and/or
employees’ premium threshold is less than $100. However, if the family coverage of
Option 1 is of interest (i.e., with a total monthly premium of $700), the magnitude of the
gap for most small businesses and their employees would be $500 and up. Not
surprisingly, the gap that must be filled is much greater for family coverage than for
employee-only coverage.

One alternative to reduce the size of the gap would be to get a less expensive insurance
product with a different benefit design and cost-sharing structure. Lower-premium
products usually have a higher cost-sharing responsibility (e.g., higher deductible and co-
payment) for the insured employees, which may make these products attractive to certain
subgroups of small businesses (e.g., those who employ healthier and younger workers).

Options 2 and 3, shown in Tables 7 and 8 below demonstrate two alternative product
options with lower premium prices for the employees of the same hypothetical small
business mentioned above. The total monthly premium price in Option 2 is $231 for
employee-only coverage and $646.80 for family coverage, while the total monthly
premium price for Option 3 is $206 for employee-only coverage and $576.80 for family
coverage. Although the premium gap between self-reported affordability and product
prices is reduced from Option 1 to Option 3, the associated coverage benefits are
significantly decreased (i.e., cost-sharing for employees is increased) as a result of the
lower premium.
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Table 7: Potential Product Option 2 for Small Employers and Their Employees*

Option 2
PPO Non-PPO
Calendar year deductible
Individual $1,000 $2,000
Family $2,000 $4,000
PPO & non-PPO accumulation combined
Coinsurance o o
(after the deductible is satisfied) e el
Out-of-pocket maximum
(includes deductible)
Individual $2,000 $5,000
Family $4,000 $10,000
PPO & non-PPO accumulation combined
Lifetime maximum $10,000,000
Physician office services
Primary care physician $30 copay 60%
Specialist $45 copay 60%
Routine physical exams $30 copay 60%
Routine eye exam $45 copay not covered
Annual routine maximum unlimited
Hospital services
Physician charges 80% 60%
Facility charges 80% 60%
Maternity care 80% 60%
. $10 + 25% generic
Prescription drugs - $10 generic $30 + 25%
(Prescription deductible, if applicable,
. ; $30 formulary formulary
does not apply to medical deductible or
: $50 non formulary $50 + 25% non
out of pocket maximum.)
formulary

Mail order available

Mental/nervous & alcohol/drug
Inpatient

Outpatient

Emergency facility

Urgent care center

3 month supply for 3 copays

70% 50%

30 days per calendar year
$45 copay 50%

60 units per calendar year
$100 copay $100 copay
$45 copay 60%

*Source: Silverstone Group. (2006) Omaha, NE. http://www.silverstonegroup.com/index.htm.
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Table 8: Potential Product Option 3 for Small Employers and Their Employees*

Option 3
PPO Non-PPO
Calendar year deductible
Individual $2,500 $5,000
Family $5,000 $10,000
PPO & non-PPO accumulation combined
Coinsurance o o
(after the deductible is satisfied) e el
Out-of-pocket maximum
(includes deductible)
Individual $7,000 $14,000
Family $14,000 $28,000
PPO & non-PPO accumulation combined
Lifetime maximum $10,000,000
Physician office services
Primary care physician $25 copay 60%
Specialist $30 copay 60%
Routine physical exams $25 or $30 copay 60%
Routine eye exam $30 copay not covered
Annual routine maximum unlimited
Hospital services
Physician charges 80% 60%
Facility charges 80% 60%
Maternity care 80% 60%
. 0 .
Prescrpton rugs S, P
(Prescription deductible, if applicable,
) ; brand formulary
does not apply to medical deductible or
: $50 non-formulary $50 + 25% non
out of pocket maximum.)
brand formulary

Mail order available

Mental/nervous & alcohol/drug
Inpatient

Outpatient

Emergency facility

Urgent care center

3 month supply for 3 copays

70% 50%

30 days per calendar year
$50 copay 50%

60 units per calendar year
$125 copay $125 copay
$75 copay 60%

*Source: Silverstone Group. (2006) Omaha, NE. http://www.silverstonegroup.com/index.htm.
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CONCLUSIONS

The majority of responding small employers do not offer health insurance benefits to
their employees. The employers who do not offer health insurance are more likely to
have fewer employees, have a lower percentage of full-time employees, have younger
and lower income employees, and have a higher employee turnover rate, as compared to
offering businesses. Non-offering employers reported “employees having coverage
elsewhere” and “premiums are too high” as major reasons for not offering health benefits
to employees. The majority of non-offering employers reported that they and their
employees could only afford less than $100 each for health insurance each month. In
contrast, the majority of offering employers reported that they and their employees could
afford up to $300 each for health insurance each month.

A gap exists between the monthly premium small employers and their employees report
they can afford and the estimated monthly cost of insurance packages currently available.
This affordability gap is at least $50 for employee-only coverage and at least $500 for
family coverage. This gap could be closed as part of a strategy to increase the rate of
employer-sponsored insurance. Small employers (especially non-offering employers) are
expected to respond to a reduced premium when considering whether to offer health
insurance to their employees.

NEXT STEPS

The findings from this study suggest a need to develop strategies that would close the gap
between self-reported affordability and the cost of current health insurance coverage
options available to small businesses and their employees. Possible strategies include:

Create public-private partnerships between small employers and Medicaid.

This option would apply in those employment situations involving low paying jobs. A
premium assistance program using Medicaid resources (based on the presumption that
uninsured members of households would at some time be Medicaid clients) would reduce
and perhaps eliminate the affordability gap. In these public-private partnership programs
the state, the employer, and the employee share the cost of the premium.

Expand the State Children’s Health Insurance Program (SCHIP) to provide assistance
to parents employed by small businesses.

Expanding the SCHIP program through increased eligibility or a waiver program could
reduce the total number of uninsured in Nebraska. Expanding the SCHIP program to
cover children who are currently not eligible could reduce financial pressure placed on
parents working for small business. The premium gap is greatest between self-reported
affordability and the cost of family plans. If the children of employees of offering small
businesses received health insurance coverage through the state, the premium gap would
be lessened because the employees would have the option of purchasing single coverage
rather than family coverage.
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Conduct a study to determine the feasibility of implementing a publicly funded
reinsurance program.

A reinsurance program would use public funds to subsidize the purchase of a reinsurance
policy that would cover claims above a certain threshold for small employers. A
reinsurance plan can lower the cost of the monthly premium for basic coverage while
retaining coverage for high cost acute care. A variation to be studied is pooling publicly
insured households with small employer-covered households for the purpose of
purchasing reinsurance.

Provide tax subsidies to encourage small employers to offer health insurance coverage
and/or low-wage workers to purchase insurance policies.

Tax subsidies (designed as credits or deductions) would offset the cost of the monthly
premium. They would be designed to close the affordability gap for basic insurance
plans. The recent proposal made by President Bush is an example.

Organize health insurance pools for small employers and self-employed individuals.
Creating pools of small employers and self-employed individuals has been possible since
the Nebraska Legislature passed the Small Employer Health Insurance Availability Act in
1994. Purchasing pools can be used to reduce administrative cost as well premiums by
spreading the cost and risk across a larger group. The creation of these pools has been
shown to be challenging due to employer/individual placement, churning, and limited
plan options, however offering assistance and/or education when organizing these pools
could alleviate some of these challenges and make insurance pools a more viable options.

Offer Limited benefit plans that provide comprehensive primary and preventive
services.

Traditional limited benefit packages often known as “bare bone” packages are often
found to be unappealing to the consumer due to limited coverage for physician and
hospital services, some medications, and emergency care. Although these plans are
relatively inexpensive a weak demand for these products reflects a low perceived value
from the products. A possible variation to the traditional limited benefit plan could
include comprehensive preventive and primary care services. Some coverage would also
be available for behavioral health, basic dental care, and some medication. Some limited
hospitalization coverage is provided.

Create an insurance connector to assist small employers and self-employed individuals
in finding an appropriate plan.

Forty-three percent of the non-offering employers reported having little or no knowledge
about health insurance terminology and costs and about current plans available for small
businesses to offer their employees. One way to address this issue could be to establish an
insurance connector program in the Department of Insurance. The role of this connector
would be to inform and educate small employers about the range of insurance options
that are available and where they can find more information about the small group market
including approximate premium costs, benefits, and cost-sharing provisions.
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Appendix A:
Sample of Employer Surveys
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" Small Business Survey
of Employee
Health Benefits et e e e

Complete this packet if your business
DOES OFFER health benefits
to your employees

INSTRUCTIONS —
Please answer the following questions about your business. i your business is a = OITEC ["":’3""'9'31
franchise business or a division of a larger corporation, answer the following darking darking
questions as they pertain to the location/stes under your direct cwnership or — @ T
management. & || 10
- Cormplete this form using 3 pen or peneil (not fel--tip marker] : "H’\
- Print cn'y cne characier number per box
BUSIMESS DEMOGRAPHICS
1. How many years has your business been operating? years
2. Including workers at all lozations and sites, how many people employess

are currently employed full- or part-ime by youwr business?

Z2a. How many of your employees are employed full fime
30 howrs or more per week, by your business?

ful-time employees

3. How many of your employees are female? female empiovess

4. Approximately what percentage of your full-ime employees are within the following age ranges

Less than 12 years old 8 41 to 50 years old 8
18 to 30 years old o B0 to &5 years old o
31 to 40 years old 8 More than 65 years old 8

Don't know )

I Small Business Survey - 5232006 - pg 1 of & 3043 LT L _I



[ Small Business Survey of Employee Health Benefits

=

2. Approximately what percentage of your full-ime employees have the following levels of education:

Oid not completz high school

High school diploma/GED

Don't know {J)

Zome colege, no degree

College graduate

B. Approximately what percentage of your full-ime employees receive the following annual salaryiwage:

Less than 315,000

515,000 to less than 330,000

530,000 to less than 350,000

50,000 to less than 375,000

Meore than 375,000

Don't know {J)

T. Which of the following best describes full-ime employee turmower in your business?

() High wrnover - most employees cnly stay a few months

() High wurnover with a stable core - many leave guickly but a core stay with the business
() Moderate tumover - most emplovess stay a few years

() Low wurnower - employess rarely leave

) Don't know

B. |s your business a franchise or division of a larger corporation that has more than 30 full-fime employees?

() Yes (I Mo

(7 Don't kniow

Ba. If YES, which of the following statements applies to your business? Please check only ONE answer.

O
O
O
O

Don't know.

I Zmall Business Survey - B232008 - pg 2 of B

3042

This business offers an employee health benefits plan that is negotiated and managed
through the parent conporation.

This business offers an employee health benefits plan that is negotiated and managed
through this local office and independent from the parent corporation

This business offers both plan types indicated abowve (through the corporate office, and
through this local office.

1205242480 I



|_ Small Business Survey of Employee Health Benefits _|

HEALTH BENEFITS
9. Does your business also offer a health insurance program as a bensfit to your part-fime (work less than
M hours per week)] employeses?
() Yes () Mo () Don't know
10. How many of the last five years has your business offered some type of employee health insurance coverage?
O 1 year
2 years
() 3 years
) 4 years
[ 5years
{7 Don't know

11. Which of the following types of health insurance coverage does your business currently offer? Check all
that apply.

() Employee only coverage
() Single + spouse cowerage
() Single + children coverage
) Famdy coverage

11a. For each type of coverage, what is the amount your business contributes PER MONTH for ONE
of your full-time employess?

Employee on'y coverage z

Single + Spouse coverage g

Single + children coverage ¢

Farm'y coverage g

11b. For each type of coverage, what is the amount your typical full-iime employee pays PER MONTH?

Employes on'y coverage 3

Single # spouse coverage 3

Single # children coverage 3

Farnity coverage 5

| Small Business Survey - 5232006 - pg 2 of & 3043 RABBZAI40D _I
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12. Indicate which of the following types of health plans are offered by your business to your full-time employees:

es Mo Dion't know
Tradtional indemnity O (] )
Health Maintenance Organizaton (HMO) (O 3 Ch
Preferred Provider Crganizaton (PRI
Point-of-Service (FOS) G o &
Health Sawings Account (HSA) with a
high deductible plan G ) )
Health Rembursernent Account (HRA)
with a high deductible plan o o &
Cither [speciyl: (:} ) C}

12a. How many of your full-time employess are eligible for any

of the health plans indicated in guestion 2127 eligible employees

12b. How mamny eligible full-time employees participate in the

health planis offered by your business? participating employees

12c. How many of your eligible full-time employees do not
participate in the health plans offered by your business, employess
but have health insurance coverage through other sources?

13. In which type of health plan are the majority of your full-time employees enrolled? Select only ONE.
() Traditenal indeminity
() Health Maintenance Crganization (HMO)
() Preferred Provider Organization (PPO) / Point-of-Service (POS)
() Health Savings Account (HSA) with 3 high deductible medical plan
(] Health Reimbursement Account {HRA) with a high deductible medical plan
[ Crher (please specify)

13a. What is the annual deductible for full-time employees with single or family coverage with the plan
indicated in gquestion #137

Single: § Farmity: %

13b. What is the maimum out-of-pocket liakility, including the deductible, in one year for full-tima
employess with single or family coverage with the plan indicated in gquestion #1237

Singe: 3 Famiy: §

13e. Are your fulltime employees who participate in the plan indicated in question #13 required {o see
a primary care practitioner before seeing a specialist?

() Yes (] Mo () Don't know

I Small Business Survey - 5/23/2006 - pg 4 of & 30432 FITEZ42400 _I



Small Business Survey of Employee Health Benefits _|
13d. Answer the following questions for the health plan offered by your business with the greatest full-time
employes enrollment as indicated in question #13. (Noe: If the plan is a PPO, please answer the following
cost-shaning guestions with respect 1o the use of preferred providers).

Physician () Yes— | Co-payment' (O Yes — .
Oiffica Visit () Mo Prirmary Carz Mo ¥ PET WIS
Co-payment® Crves — .
Specialty Care () No ¥ pervisit
Coinsuranca™ (I Yes — _
Primary Care CF e % for the insured employse
Coinsurance™ Crves — _
Specialy Care O Ne 5%, for the insured employse
Emergency () Yes — . Crves — .
Room Visit O Mo Cio-payment ChNe i per st
fes
Comsuranca™ O ves = % for the insured employee
(3 Mo
Hospital 0 Yes = YES —
Sta e Deductible C ;3
¥ [ No (Mo
s —
Co-payment” o F per sty
(Mo
fes
Coinsurance™ O Yes = %y forthe insured employee
(r Me
Preseription [ Yes — — (O es — .
Orug (21 No FEEE (3 Ne
o-payment” Crves —
Generic O3 Ne }
Co-payment” (rves — .
Erand on Formulary 3 Mo
Co-payment, Brand ([ Yes — .
MOT on Formulary (3 Mo
fes
Coinsuranca™ (Ives = % forthe insured employee
(Mo

* A co-payment is a fixed dollar amount.
= Coinsurance refers to a fixed percentage of the total charge.

I Small Business Survey - 5/23/2008 - pg 5 of & 3043 BZTRZEIAMN |
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14. If the premium of the health insurance coverage that your business currently offers were .
increased, what is the mazimum premium amount your business would be willing to T
coniribute PER MONTH toward health insurance coverage for ONE of your full-time

employess?
1da. What do you think is the maximum premium amount your typical full-time «
employes would be willing fo pay PER MONTH for health insurance coverage?

Guestions 13-18 contain four scenarios each presenting different health insurance plan options. Please read
each scenario carefully and answer the guestions as they pertain to that scenario only.

13. Your business is offered an employee health insurance plan for individuals. The tofal monthly premium
will be shared between your business and the individual employee. The insurance package includes:

- Physician, hospial, emergency room, and prescription medication coverage
- A maxirmum ndividual annual cut-of-pocket liabiliy

- A 320 per-visd copayrnent for routne office visds

- A 31500 annus’ indiidual deductible

- & co-imsurance level of 205 for the imsured member
- A fotal monthly premium of 3500

13a. How likely are you o add this health insurance plan to your business's employee benefits package?
() Very kely {3 Somewhat likely {1 Mot very likely { ) Mot at 3l likely

153b. Which of the following would be the most desirable split of the total monthly premium between your
business and your employees?
() 75% business /| 25% employze
() 507% business / 50°% employze
() 25% business / 75% employee

16. Your businass is offered an employes health insurance plan for individuals. The total monthly premium
will be shared between your business and the individual employee. The insurance package includes:

- Phiysician, hospial, emergency room, and prescripbon medication coverage
- A mazirmum ndiedual annual cut-of-pocket liabiliy

- & 340 pervisit copayment for routne office visis
- & 3500 anmuz’ indwvidual deductible

- & co-insurance lewel of 10°% for the msured member
- & fotal monthly premium of 3300
16a. How likely are you to add this health insurance plan to your business's employes benefits package?
) Very tkely ) Somewhat likely ) Mot very likely ) Mot at 3l likely

16b. Which of the following would be the most desirable split of the total monthly premium between your
business and your employees?

() 75% business / 25% employese
() 50%: business [ 50% employse

() 25% business /| 75% employze
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17. Your business is offered an employee health insurance plan for individuals. The tofal monthly premium
will be shared between your business and the individual employee. The insurance package includes:
- Physician, hospidal, emergency room, and prescripbion medication coverage
- A rnazirmum ndividual annual cut-of-pocke! liabiliy
- & 340 per-visd copaymment for routne office visds
- B 31500 annua’ indvidual deductible
- A co-imsurance level of 1052 for the msured member
- & fotal monthly premium of 3500

17a. How likely are you o add this health insurance plan to your business's employee benefits package?
() Very kely {3 Somewhat likely 1 Mot very likely {3 Mot a1 30 likely

17Th. Which of the following would be the most desirable split of the total monthly premium between your
business and your employees?

() 75% business | 25% employze
() 0% business / 50°% employze

() 25% business / 75% employes

18. Your business is offered an employee health insurance plan for individuals. The total monthly premium
will be shared between your business and the individual employee. The insurance package includes:
- Physician, hospidal, emergency room, and prescripbion medication coverage
- A rnazirmum ndividual annual cut-of-pocke! liabiliy
- & 320 per-visd copaymnent for routne office visds
- & 31500 annua! indvidual deductible
- & co-insurance level of 307% for the msured member
- & fotal monthly premium of 3300

18a. How likely are you to add this health insurance plan to your business's employee benefits package?
() Very kely {3 Somewhat likely 1 Mot very likely {3 Mot a1 30 likely

18b. Which of the following would be the most desirable split of the total monthly premium between your
business and your employees?

() 75% business / 25% employze
() 50% business / 50°% employze
() 25% business / 75% employes

158, Do you think offering a health plan to your employees has had a major positive impact, minar positive
impact, no impact, or a negative impact on the following:

Major Minor ~ No MNegative

positive impact  posilive impact impacd impact
Employes recruitment 0 O O C
Employes atlitwde and performance O O O i
The haath of your employess O O ) .
Absentesism O & ) C
Employee retention 0 O O C
The owerall success of your business O O (2 o

I Small Business Survey - 5/23/2006 - pg 7 of & 3043 Lt DL _I



Small Business Survey of Employee Health Benefits —l

20. Within the past 3 years, has your business made any of the following changes o any of your health plans?

Decressed busmess's premium payrment

Increased busmess's premium payment

Decreased employes eligibility for coverags

Increased employee eligibilty for coveraps

Decreased benefis coverage

Increased benefits coverage

Decressed ermployes’s premium payment

Increased employes’'s premivm payment

21. In the next year, how likely is it that your business will make

health plans?

Decressed busmess's premium payrment

Increased busmess's premium payment

Decreased employes eligibility for coverags

Increased employee eligibilty for coveraps

Decreased benefis coverage

Increased benefits coverage

Decressed ermployes’s premium payment

Increased employes’'s premivm payment

Yes Mo Dzn't know
0 0 0
O O O
0 0 0
O O O
O O O
O O O
0 0 0
O O O
any
Yes Mo Dzn't know
0 0 0
O O O
0 0 0
O O O
O O O
O O O
0 0 0
O O O

of the following changes to any of your

22_ In the next year, how likely is it that your business will discontinue offering any health insurance to your

full-fime employees
() Veryfkely ) Scmewhat likely

ADDITIOMAL COMMENTS

() Mot wery likely (3 Mot 3t all likely

23, Please provide any additional comments regarding health insurance coverage issues that have or have not

been included in this survey.

Thank you foar your participation.

Please retum your complebed sumeey to:

| Small Business Surwey - 5232008 - pg 8 of &

The Mebraska Center for Rural Heafth Research
284350 Mebraska Nedical Center
Omaha, ME GE8182-4350

30432



Small Business Survey
of Employee
Health Benefits e P ot e

Complete this packet if your business
DOES NOT OFFER health benefits to
your employees

INSTRUCTIONS —
Please answer the foliowing quesiions about your business. If your business is a b !'nc:-:rreci
franchise business or a divisicn of a larger corperation, answer the following darking darking
questions as they pertain to the location/sites under your direct cwnership or = R Pe
management. T N Rl I Fd
- Complete this form using 3 pen or penecil (not feli-tip marker] : _;@;
- Print cn'y cne characier/number per box

BUSINESS DEMOGRAPHICS

1. How many years has your business bean operating® years

2. Inclueding workers at all locations and sites, how many people

are currently employed full- or part-ime by youwr business? employess

2a. How many of your employees are employed full Zime
30 howrs or more per week, by your business?

ful-time employess

3. How many of your employees are female? female employees

| Small Business Survey - 5115/2008 - pg 1 of & 3042 F0LEAIA08L _|



Small Business Survey of Employee Health Benefits

4. Approximately what percentage of your full-ime employees are within the following age ranges

Less than 12 years ok 5
18t 30 years old o
31 to 40 years old o
41 to 50 years old o
50 to 65 years old o
Kore than 65 years cld 5
Don't know () Total: 100%

3. Approximately what percentage of your full-ime employees have the following levels of education:

Diid mod complete high school B
High school diplomarGED B
Zome colege, no degree B
Colege graduste oL
Don'tknow () Total: 100%

E. Approximately what percentage of your full time employees receive the following annual salargiwage:

Less than 315,000 5
515,000 io less than 330,000 B
520,000 o less than 350,000 o
£50,000 o less than 575,000 5
More than 75,000 5
Dont know ) Total: 100%

I Small Business Survey - 5152008 - pg 2 of & 342



I_ Small Business Survey of Employee Health Benefits

7. Which of the following best describes full-ime employee turmowver in your business?

() High turnowver - most employses only stay a few months

() High turnicwer with a stable core - many leave guickly but a core stay with the busmess
() Moderate tumover - miost employess stay a few years

() Low turnower - employess rarely leave

(3 Don't know

8. Is your business a franchise or division of a l[arger corporation that has more than 30 full-fime employees?

() Yes (1 Mo (] Don't know

ga. H YES, does your business have the oplion of employee health benefit plans availakle through the
corporate office?

() Yes [ Mo [ Don't know

HEALTH BENEFITS

8. Rank your knowledge regarding health insurance terminology, eosts, and current plans available for small
businesses to offer their employees

() Very knowledgeable

() Somewhat knowledgeable

() Less than somewhat knowlsdgeable
() Mot knowledgeste at &

10, Indicate which of the following are reasons why your business does WOT offer employee health benefits
Check all that apply.

() Employess prefer wiages {) Aporehension about increases in cost
() Employess cannct afford their share {) Too complicated and fime consuming
(O Employees have coverage elsewhers {J Business is too small

() Employes turnover is too high {7} Business is too new

() Large number of par-time employess {_) Mot needed to retsin good employess
[J Premiums are ioo high {) Presence of sericusly ill employes

() Revenue is oo uncertain o commit {7 Crher

[please specifyl:

() Business cannot 3ford

11. Have any of your full-time employees had a serous illness, chronic condition, injury, or disability that has
required extensive medical care in the last 12 months?

() es (71 Mo () Don't know
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Small Business Survey of Employee Health Benefits

12. If your business were to offer health insurance, what do you think is the maximum premium amount your
business could afford to contribute PER MONTH toward health insurance coverage for EACH of your
full-time employeas?

() Less than $100
() 5100 to §100
(71 5200 to 5200
(71 5300 to 5300
() 3400 to 3400
() $500 to 5500
() 5800 to 5680
(O 5700 or maonz

13, If your business were to offer health insurance, what is the mazimum premium amount you think your
typical full-time employee could afford to pay PER MONTH?

() Less than $100
) 5100 to 5108
() 5200 to 5200
() 5200 to 5300
() 5400 to $400
() 5500 or more

14. Based on your business's preference and your full-time employees’ needs, if your business were to offer
employee health insurance, how likely is your business to choose to offer each of the following types of

health plans? Very  Somewhat Motwvery Notatall
Eely Eely kely Eely
Traditional indemnity a O O C

Health Main=nance Crganization (HWMID)
Preferred Provider Crganization (FR2)
Puaint-of-Service (POE]

Health Savings Account (HSA) with a
high deduciible plan

Health Rembursement Account (HREA)
with a high deductible plan

Cither (specify)c

Qo O O 0
Qo O O 0
Qo O O 0
Qo O O 0

13. What typeis) of coverage would your business be likely to offer your employees?

Yes Mo Don't know
Employee only coverage O O 0
Single + spouse coverage O O O
Single + children coverage O O O
Farnity coverage O 0 {
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I_ Small Business Survey of Employee Health Benefits —l

1&. Which cost-sharing optionis) would your business be likely fo offer your employess. Please select one.
() Copayment
() Deductible + co-insurance
() Bxth
() Don't know

1T. If your business or your employees were unable to afford the premium costs of your desired coverage,
what ways would your business consider limiting your employees” benefit options? Check all that apply.

() Limited number of office visits

() Limited hospits! stay

() Ceiling on prescription medication
() Higher deduciible cvera

() Higher copayments and'or co-insurance

Guestions 18-21 contain four scenarios each presenting different health insurance plan options. Please read
each scenario carefully and answer the guestions as they pertain to that scenario only.

18. Your business is offered an employes health insurance plan for individuals. The total monthly premium
will be shared between your business and the individual employee. The insurance package includes:

- Physician, hospital, emergency reom, and prescription medication coverage
- A maxirmum mdiedual annual cwt-of-pocket liability

- & 320 per-visit copaymment for routne office visits

- A 51500 annus’ individual deductible

- & co-insurance level of 2052 for the insured meambier

- & total menthly premium of 3500

18a. How likely are you to add this health insurance plan fo your business's employes benefits package?
() Very Fhely ) Somewhat likely ) Mot very likely ) Mot at 3 likely
18b. Which of the following would be the mast desirable split of the total monthly premium between your

business and your employees?

() 75% business | 25% employze
() 50% business / 50% employze

() 25% business | 75% employee
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1%, Your business is offered an employee health insurance plan for individuals. The total monthly premium
will be shared between your business and the individual employee. The insurance package includes:

- Phiysician, hospital, emergency room, and prescription medicalion coverage
- A rnairnem mdivdual annual out-of-pockes liability

- & 340 per-vizi copayrment for rcutne office visids

- & 3500 annus’ indvidual deductible

- & co-insurance level of 10% for the msured member

- & total monthly prermium of 3300

1%a. How likely are you to add this health insurance plan to your business’'s employee benefits package?
() Very Fhely () Somewhat likely {1 Mot very likely {1 Mot at all likely

15b. Which of the following would be the most desirable split of the total monthly premium between your
business and your employees?
() 75% business [ 25% employese
() 50%: business / 50% employze

25% business [ T5% employ=se

20. Your business is offered an employee health insurance plan for individuals. The total monthly premium
will be shared between your business and the individual employee. The insurance package includes:

- Phiysician, hospital, emergency room, and prescription medication coverage
- A rmmaimum mdiedual annual cut-of-pocke: liability

- & 340 per-visd copayrmeni for rouine office visds

- & 31500 annus individual deductible

- & co-imsurance level of 105 for the msured mamber

- & total monthly prermium of 3500

20a. How likely are you to add this health insurance plan to your business's employee benefits package?

() Very Fhely ) Somewhat likely ) Mot very likely ) Mot 31 30 likely

20b. Which of the following would be the most desirable split of the total monthly premium between your
business and your employess?

() 75% business [ 25% employee
() 50%: business / 50% employze

25% business [ T5% employ=se
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21. Your business is offered an employee health insurance plan for individuals. The total monthly premium
will be shared between your business and the individual employee. The insurance package includes:

- Phiysician, hespital, emergency room, and prescrption medication coverage
- A maximum ndivdual annual cut-of-pocke? liabilty

- & 220 per-visit copayrmant for routne office visits

- & B1500 annua’ indvidual deductible

- & co-imsurancs level of 209 for the msured member

- & total monthly prermium of 3300

21a. How likely are you to add this health insurance plan to your business's employes benefits package?
) Very Fkely {3 Somewhat likely €1 Mot wery likely ¢ 1 Mot at all likely

21b. Which of the following would be the most desirable split of the total monthly premium between your
business and your employees?

[} 75% business [ 25% employee
[ 507 business [ 50% employee

() 25% business [ 75% employee

22. Do you think MOT offering a health plan to your employees has had a major positive impact, minor
positive impact, no impact, or a negative impact on the following:

Major Minor  No Megative

positive impact  positive impact impaci impaci
Employee recruitrment O O o D
Employes attitwde and perforrmance O O o C
The heath of your employees O O o .
Absentesizm O O 2 .
Increased employes tumowver O O o o
The owerall success of your busmess O O O .

23. How likely is it that youwr business will start a health plan for full-time employees in the next two years?
() Extremiely likely
() Very Muely
() Somewhat likely
() Mot very likely
() Mot at all likey
() Don't know
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ADDITIOMAL COMMENTS

24. Please provide any additional commenis regarding health insurance coverage issues that have or have not
been included in this survey.

Thank you for your participation.

Please retumn your completed suresy to: The Mebraska Center for Rural Health Research
282350 Mebraska Medical Center
Cmaha, NE GE12E-4350
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Appendix B:
Sample of Employee Interview
Protocol
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Health Benefits — Employee Telephone Protocol, 2006

Screening Questions

1. Are you between the ages of 19 and 65?

* Not eligible to participate if less than 19 or 65 and over - end call

IF 1% respondent is under 19. Ask if there is there is an adult over 19 present who would
be willing to participate in the interview.

2. Are you currently employed FOR PAY by somebody else?
Yes - continue to next question
No - end call

2a.. Do you work FOR PAY at more than one job or business?
Yes > prompt from question #3.
No - continue to question #3.

IF YES, PROMPT: For the following questions, please think about the employer
or business that you consider your MAIN source of income.

3. Are you currently employed at a business that has 3 or more employees?
Yes - continue to question 3b.
No-> end call

3a. What is the total number of persons who work for this business?
Less than 10,
10 to 25,
26 to 49,
50 to 100,
101 to 500,
501 or more - end call

End of screening questions

3b. What is the name of your employer?

3c. Is your employer a franchise or division of a larger corporation?
Yes
No
Don't know

Health Benefits Questions

3. Does your employer currently offer health insurance benefits for employees?
Yes - continue to question #4
No - skip to question #18...(section on DOES NOT OFFER)
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For those who are employed by businesses that DO OFFER....

4. Are you eligible for the health benefits offered by your employer?
Yes - continue to question #5

No - continue to question #4a.

Don’t know - continue to question #5

4a. Could you provide a reason why you are not eligible for these benefits?*

1. Part-time employee (don’t work enough hours)

2. Haven'’t been with the company long enough

3. Temporary/Seasonal employee

4. Pre-existing health conditions

5. Other:

*Skip to question #11a then to scenario questions (#12-15) finally to demographics (#28)

5. Are you currently enrolled in any of the health insurance plans offered by your
employer?

Yes - continue to question #6

No - continue to question #5a

5a. Could you provide a reason why you do not participate in the plan/s offered by your
employer?**

have coverage elsewhere

premium is too high

cost-sharing (i.e., co-payment or coinsurance) is too high

rather have wages

The covered benefits do not meet your and/or your family’s health needs

limited ability to choose provider

. limited options

**Skip to question #11b then to scenario questions (#12-15) finally to demographics
(#28)

NookrwdhE

6. Are there other members of your family or household that are dependent on you for
financial support?

Yes - continue to question #6a

No - continue to question # 7

6a. Does your company offer a health insurance plan that covers your dependents?
Yes > continue to question #6b.
No - continue to question #7

6b. Are you/your dependents current enrolled in this plan?
Yes
No

7. Which types of health insurance plans are currently offered by your employer?*** (use
definitions below to develop descriptions of plans)

Preferred Provider Organization (PPO)

Health Maintenance Organization (HMO)

Point-of-Service (POS)
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Health Savings Account (HSA)
Traditional indemnity

Other:

Don’t know

***|F respondent has choice between plans continue to question #7a

7a. Of these plans, (indicated in #7) in which are you currently enrolled?
Preferred Provider Organization (PPO)
Health Maintenance Organization (HMO)
Point-of-Service (POS)
Health Savings Account (HSA)
Traditional indemnity
Other:
Don't know

8. What is the current premium you pay per month for the plan and coverage option
indicated in question 7a?

$

Don’t know

9. What is your annual deductible for your current plan and coverage option? (indicated
in question #7a)

$
Don’t know

10. What is your maximum out-of-pocket liability, including the deductible, in one year?
(for the plan and coverage option indicated in question #7a)

$

Don’t know

11. If the premium of the health insurance coverage that your employer currently
offers were increased, what is the maximum premium amount you would be willing to
contribute PER MONTH toward health insurance coverage?

$ (skip to question #12)

11a. If you were eligible to participate in your employers health insurance plan,
what is the maximum premium amount you would be willing to contribute PER
MONTH toward health insurance coverage?

$ (skip to question #12)

11b. If you did decide to participate in the health insurance plan offered by your
employer, what is the maximum premium amount you would be willing to
contribute PER MONTH toward health insurance coverage?

$ (skip to question #12)
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Scenarios Questions 12-15

12. Imagine the cost for health insurance increases and your employer is forced to
change your current coverage plan to keep the cost down, which of the following plans
would you be willing to accept? The total monthly premium will be shared between you
and your employer. The insurance package includes:

Physician, hospital, emergency room, and prescription medication coverage
A maximum individual annual out-of-pocket liability

A $40 per-visit co-payment for routine office visits

A $1500 annual individual deductible

A coinsurance level of 10% for the insured member

A total monthly premium of $300

12a. How likely are you to enroll in this health insurance?
Very likely

Somewhat likely

Not very likely

Not at all likely

12hb. Which of the following would be the most desirable split of the total monthly
premium between you and your employer?

75% business / 25% employee

50% business / 50% employee

25% business / 75% employee

13. Imagine the cost for health insurance increases and your employer is forced to
change your current coverage plan to keep the cost down, which of the following plans
would you be willing to accept? The total monthly premium will be shared between you
and your employer. The insurance package includes:

¢ Physician, hospital, emergency room, and prescription medication coverage
A maximum individual annual out-of-pocket liability
A $40 per-visit co-payment for routine office visits
A $500 annual individual deductible
A coinsurance level of 30% for the insured member
A total monthly premium of $300

13a. How likely are you to enroll in this health insurance?
Very likely

Somewhat likely

Not very likely

Not at all likely

13b. Which of the following would be the most desirable split of the total monthly
premium between you and your employer?

75% business / 25% employee

50% business / 50% employee

25% business / 75% employee
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14. Imagine the cost for health insurance increases and your employer is forced to
change your current coverage plan to keep the cost down, which of the following plans
would you be willing to accept? The total monthly premium will be shared between you
and your employer. The insurance package includes:

Physician, hospital, emergency room, and prescription medication coverage
A maximum individual annual out-of-pocket liability

A $20 per-visit co-payment for routine office visits

A $1500 annual individual deductible

A coinsurance level of 30% for the insured member

A total monthly premium of $300

14a. How likely are you to enroll in this health insurance?
Very likely

Somewhat likely

Not very likely

Not at all likely

14b. Which of the following would be the most desirable split of the total monthly
premium between you and your employer?

75% business / 25% employee

50% business / 50% employee

25% business / 75% employee

15. Imagine the cost for health insurance increases and your employer is forced to
change your current coverage plan to keep the cost down, which of the following plans
would you be willing to accept? The total monthly premium will be shared between you
and your employer. The insurance package includes:

Physician, hospital, emergency room, and prescription medication coverage
A maximum individual annual out-of-pocket liability

A $20 per-visit co-payment for routine office visits

A $1500 annual individual deductible

A coinsurance level of 30% for the insured member

A total monthly premium of $500

15a. How likely are you to enroll in this health insurance?
Very likely

Somewhat likely

Not very likely

Not at all likely

15b. Which of the following would be the most desirable split of the total monthly
premium between you and your employer?

75% business / 25% employee

50% business / 50% employee

25% business / 75% employee

85



16. If your employer needed to keep cost for health insurance down, which of the
following options would you accept?

Limited number of office visits

Limited hospital stay

Limited choice of providers

Set monthly maximum on prescription payments

Higher deductible overall

Higher co-payments and/or coinsurance

Increased premium

17. How confident are you that the employer providing your health plan will continue to
offer health insurance for the next 2 years? Would you say you are very, somewhat, not
too, or not at all confident?

Very confident

Somewhat confident

Not too confident

Not at all confident

Don’t know/refused

Skip to demographics (#28)

For those who are employed by businesses that DO NOT OFFER....

18. Do you currently have health insurance coverage?
Yes - continue to question #18a
No -> skip to question #19

18a. Through what source is your current health insurance coverage?
Medicaid

Medicare

Spouse’s employer

Parents

Other:

19. If your employer were to offer health insurance, what is the maximum premium
amount you think you could afford to pay PER MONTH?
$

20. Are there other members of your family or household that are dependent on you for
financial support? (dependent members include: spouse, children, partners...)

Yes - continue to question #20a

No - continue to question # 21

20a. If your company were to offer health insurance coverage for your
dependents would you enroll in that option?

Yes 2>

No -

86



Scenario Questions 21-24

21. Imagine the cost for health insurance increases and your employer is forced to
change your current coverage plan to keep the cost down, which of the following plans
would you be willing to accept? The total monthly premium will be shared between you
and your employer. The insurance package includes:

Physician, hospital, emergency room, and prescription medication coverage
A maximum individual annual out-of-pocket liability

A $40 per-visit co-payment for routine office visits

A $1500 annual individual deductible

A coinsurance level of 10% for the insured member

A total monthly premium of $300

21a. How likely are you to enroll in this health insurance?
Very likely

Somewhat likely

Not very likely

Not at all likely

21b. Which of the following would be the most desirable split of the total monthly
premium between you and your employer?

75% business / 25% employee

50% business / 50% employee

25% business / 75% employee

22. Imagine the cost for health insurance increases and your employer is forced to
change your current coverage plan to keep the cost down, which of the following plans
would you be willing to accept? The total monthly premium will be shared between you
and your employer. The insurance package includes:

¢ Physician, hospital, emergency room, and prescription medication coverage
A maximum individual annual out-of-pocket liability
A $40 per-visit co-payment for routine office visits
A $500 annual individual deductible
A coinsurance level of 30% for the insured member
A total monthly premium of $300

22a. How likely are you to enroll in this health insurance?
Very likely

Somewhat likely

Not very likely

Not at all likely

22h. Which of the following would be the most desirable split of the total monthly
premium between you and your employer?

75% business / 25% employee

50% business / 50% employee

25% business / 75% employee
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23. Imagine the cost for health insurance increases and your employer is forced to
change your current coverage plan to keep the cost down, which of the following plans
would you be willing to accept? The total monthly premium will be shared between you
and your employer. The insurance package includes:

Physician, hospital, emergency room, and prescription medication coverage
A maximum individual annual out-of-pocket liability

A $20 per-visit co-payment for routine office visits

A $1500 annual individual deductible

A coinsurance level of 30% for the insured member

A total monthly premium of $300

23a. How likely are you to enroll in this health insurance?
Very likely

Somewhat likely

Not very likely

Not at all likely

23b. Which of the following would be the most desirable split of the total monthly
premium between you and your employer?

75% business / 25% employee

50% business / 50% employee

25% business / 75% employee

24. Imagine the cost for health insurance increases and your employer is forced to
change your current coverage plan to keep the cost down, which of the following plans
would you be willing to accept? The total monthly premium will be shared between you
and your employer. The insurance package includes:

Physician, hospital, emergency room, and prescription medication coverage
A maximum individual annual out-of-pocket liability

A $20 per-visit co-payment for routine office visits

A $1500 annual individual deductible

A coinsurance level of 30% for the insured member

A total monthly premium of $500

24a. How likely are you to enroll in this health insurance?
Very likely

Somewhat likely

Not very likely

Not at all likely

24b. Which of the following would be the most desirable split of the total monthly
premium between you and your employer?

75% business / 25% employee

50% business / 50% employee

25% business / 75% employee
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25. If your employer were to offer a health insurance plan but needed to keep cost
down, which of the following options would you accept?

Limited number of office visits

Limited hospital stay

Limited choice of providers

Set monthly maximum on prescription payments

Higher deductible overall

Higher co-payments and/or coinsurance

Increased premium

27. If your employer were to offer health benefits to full-time employees within the next 2
years, how likely would you be to participate?

Yes

No

Don't know

Demographics (all respondents)

28. What county do you live in?

29. What is your zip code? 68

30. What is the highest level of education you have completed?

No formal education

Grade school (1 to 8 years)

Some high school (9 to 11 years)

High school graduate or GED (received a high school equivalency diploma)

Some college/technical or vocational school/training after high school

College graduate

Postgraduate degree/study

Now | am going to ask some questions about your or your family’s income. This
income information is important because it helps the state understand how to
make health care more affordable.

31. Which of the following categories best describes your annual household income from
all sources?

1=Less than $10,000
2=%$10,000 to less than $15,000
3=%$15,000 to less than $20,000
4=%$20,000 to less than $25,000
5=%$25,000 to less than $35,000
6=%$35,000 to less than $50,000
7=%$50,000 to $75,000

8=0ver $75,000

77=DK/NS

99=Refused
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32. Are you Hispanic or Latino?
Variable Name: HISPANC2
1=Yes

2=No

7=DK/INS

9=Refused

33. Which one of these groups would you say best represents your race?
1=White

2=Black or African American

3=Asian

4=Native Hawaiian or Other Pacific Islander

5=American Indian, Alaska Native

6=0ther: (specify)

7=DK/NS

9=Refused

Thank you for your participation... End call
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