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At Presstime Obesity in the Workplace: Employers

CMS Approves Medicare Search for Answers

PFFS Plans

The Centers for Medicare &
Medicaid Services (CMS) has
announced that seven health plan We’ve all heard by now the dire news about obesity in the
sponsors may resume marketing theirUnited States. National obesity prevalence rates doubled in just
private-fee-for-service (PFFS) plans. two decades,! leading the U.S. Surgeon General to declare it an

Humana Inc., The United Health  epidemic in 2001.> Recent reports from the Centers for Disease
Group, Blue Cross Blue Shield of Control and Prevention (CDC) suggest 33 percent of adult women
Tennessee, and Sterling Life Insur- and 31 percent of adult men are obese nationally.? (See Figure 1)
ance Co. represent four of the seven
sponsors that voluntarily suspended  Higher prevalence rates don’t always translate into higher medi-
marketing PFFS plans earlier this cal costs, however, because socioeconomic status and therefore
year that are now approved. CMS  ability to consume health care services — in addition to the age
completed a similar review of and ~ and overall size of those populations — will significantly affect the
approved PFFS-plan marketing by
the three other sponsors, Coventry
Health Care Inc., Universal American

Financial Corp., and WellCare Health N AH U/Chapterhouse Study Addresses

Plans Inc., in August. . . .

The Suspensi(?ns of the plan the Future of Broker Distribution
sponsorse PFFS marketing activities
were lifted only after CMS veri‘ed that The National Association of Health Underwriters (NAHU),
each organization had the systems  which represents over 20,000 health insurance agents, consultants,
and management controls in place to and professionals, and ChapterHouse, LLC, a health care strategy
meet all of the conditions speci“ed in consulting firm, have released the results of their annual trends
the 2008 Call Letter and the May 25, study, “The Future of Distribution,” which this year focuses on
2007 guidance issued by CMS. When how the accelerating market transformation is mandating change
marketing begins for the 2008 bene“t in brokerage and distribution.
year on October 1, 2007, all PFFS

By Adam Long

(See Obesity in the Workplace ... page 3)

plans will be subject to the same Key findings of the study highlight broker beliefs in the threats to

standards. the channel emerging from product and service innovations, key strat-
For additional information, goto  egies for mitigating trend, the evaluation criteria used in evaluating

www.cms.hhs.gov. B benefit programs, and how the advisory role will change over time.

&).Wolters Kluwer
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NAHU/Chapterhouse...

(from p. 1)

coverage through existing health plans. (See
Figure 1) Thirty-one percent believe the market
will be “retail,” limiting employers’ role in as
few as five years. (See Figure 2)

“The biggest macro theme that emerged from
the research was that brokers really do expect
the health care marketplace to be quite differ-
ent five years from now than it is today, and
they believe the way they serve the market and
the way the market will buy five years from
now will be significantly different than today,”
explains Michael Main, managing partner for
ChapterHouse and study sponsor.

Main says the shift to a more retail model in
health care is analogous to employers offering
401K plans. Companies all across the coun-
try offer their employees a 401K plan, which
is completely retail. The employer activates
the process to create the 401K vehicle, but the
employees ultimately control their money and
their investment decisions. They also have the
option not to participate.

“What we are talking about is moving away
from a paternalistic market in which the
employer pays the premium (or most of it),
employees are told what their benefits are going
to be or have very limited choice around what
their benefits are, and the employee basically

gets what he gets,” says Main. “The new model,
which we are starting to see emerge, has an
employer who says, ‘I'm going to facilitate your
access to this model, and I’'m going to give

you X amount of money to buy what you buy.
Beyond that, you are responsible for managing
your own health.”

According to the study, 80 percent of respon-
dents indicate significant planned shifts in their
business models in response to emerging mar-
ket dynamics. In addition, only 17 percent of
respondents believe they are going to continue to
be paid commissions in the new market model.

The bottom line is, brokers do not believe
they are going to get paid the same in the
future. Historically, brokers have been compen-
sated with a commission, or a percentage of
a premium of a medical or other benefit that
is being provided by the employer. Brokers in
the survey, however, do not seem to expect this
business model to continue.

Brokers also say they see themselves work-
ing with employers to navigate the choices that
are available to them, says Main. An example
of this would be a broker not being paid a
commission but working with an employer to
understand the demographics of the employer’s
employee population and helping the employer
aggregate data around its pharmacy spend and
medical claims spend and its general health and
wellness through a health risk appraisal that
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Perspectives on Government Mandates

Most respondents (68%) believe that the U.S. Government will mandate that employers

provide healthcare benefits but they will be delivered through private payers. Similarly, most respon-
dents believe that it is unlikely that the U.S. will move to a National single payer or an Individual-based
insurance model.

As people speculate about the future of healthcare, they consider everything from
nationalized healthcare to the continuation of today’s model. How likely is each of the
following scenarios?

The U.S. will move to a
nationalized healthcare system
where the government will
function as the single payer

The U.S. government will mandate

that employers provide healthcare

benefits but they will be delivered
through private payers

The U.S. healthcare system will
move to an individual insurance
model without the employer as a
channel (everyone must buy their
own)

lents

T
20%

T
10%

T
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30% 40%
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50% 60% 70%

o Highly likely @ Somewhat likely

Source: ChapterHouse NAHU Survey
Figure 1

might be offered in conjunction with a high
deductible health plan.

The survey also reveals that 40 percent of
brokers still manage their businesses on paper
— representing significant risk and barrier to
change for some.

“That’s an unfortunate by-product of the dis-
tributed marketplace that we operate in which
some brokers simply have not had the need to
make the investment in technology because
the market they are serving is more relation-
ship based,” explains Main. “The broker has
a relationship with the CEO of a small com-
pany, and the CEO of the company chooses to
buy coverage through that broker. The broker

doesn’t really have to do much more than
that.”

Instead of laying all the blame at the feet
of brokers and the lack of sophistication of
those brokers, however, blame can also lay at
the feet of carriers and the lack of tools that
some carriers bring to bear to help brokers be
successful, notes Main. Some of the smaller
brokers simply do not have the capital to
make the investments that larger carriers can
make.

“The result of what we are talking about is
going to be accelerated consolidation of the
distribution channel,” says Main. “Some mem-
bers of the channel are going to merge with
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really robust business models that far exceed “The Future of Distribution” study repre-
what most people would think of when they sents survey results from over 1,500 brokers,
think of a brokerage organization, and there agents, and carrier representatives from

are an awful lot of brokers sitting on the side- 48 states. For addition information, go to www.
lines that are going to be left behind.” chapterhouse.com.






