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One reason...

For many years,
we've told them they
do not have to be
good health care shoppers...

they’re spending the
insurance company’s money!
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Look at the Communication Materials

- “The insurance company pays....”

- “Your insurance premiums are....”

- “Your co-insurance is....”

- “..on the insurance claim form....”

- Plus — the insurance company’s logo
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Is on the booklet cover.

“What’s all the fuss about
rising health care costs?

That’s why we have our
medical insurance!”
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Will the new

consumerism

movement Iin
health care plans
fix the problem?




Tackle the biggest employee communication
challenge most organizations face.

Show the real value...not just the cost.

Communicate “consumer-driven” a new way.

Teach employees what good health care
consumers do.

Make your health plan a reward...again.
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Overcoming the Challenges
Step One

Explain the
business issues...
and the limited
choices available.

Health costs are rising.
We are cutting your benefits.
Call the Insurance Company

If you have questions.
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Health Plan Business Issues

Simple and clear...but it misses key points

It's a business expense and business issue.

It's not an insurance company’s money.

Plan’s most important features (
) are not changing!

Employees can help control these expenses.
(79% do not believe they can.)

Health Plan Business Issues

Claims paid
HMO memberships
Administration (5% - 8%)

Reduce costs...
cut coverage

lower benefit amounts
These increase amount
employees pay for services
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Employer
Employees

Employer has less for:
expansion materials
services pay

Or increase employees’
cost to enroll

...or both




Health Plan Business Issues

Why isn’t health plan like other expenses?
Memo from the boss:

Our company's cost for electricity is out of control —
skyrocketing five times faster than any other
business expense! Every dollar we spend for
electricity that is unnecessary or inefficient is a
dollar we do not have for other business expenses
such as production, marketing, or pay. These are
dollars that we must add to the prices our customers
pay. | need everyone’s help in becoming more
involved in holding down our cost for electricity.

Health Plan Emotional Issues

It’'s the most emotionally sensitive issue
facing the workforce

Show empathy...tell employees the company
knows the health plan is their most important
benefit.

Focus on plan’s financial protection.

Provide stories and examples of how they can
become involved in helping control the costs
...and ask for their help.

Don’t let employees feel like “victims.”
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It's a Business and Emotional Issue

Unless the financial issues are explained,
the “rising health costs...cutting benefits”
messages sound harsh — much like...

Grocery prices are rising!
We are cutting your pay.

Overcoming the Challenges
Step Two

Show ME
- your Magnificent Emplo yees -

that they are
appreciated and valued!
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Treat ME as a Valued Employee - Not a Cost

Show ME the VALUE...

- High-performing employees -ME- want to be
recognized by their employer for their work
contributions.

- To be a reward, your health plan
communication should make employees
feel valued...not like a cost or drag on profits.

- It’s one of the most important things
you can do with your benefits.

Treat ME as a Valued Employee - Not a Cost

Show ME the VALUE...

“One way ABCorp shows how it values the
contribution you make to the company's
success is by providing an extraordinary
high-level of financial protection through
the ABCorp Medical Plan..coverage you
have earned.”
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Treat ME as a Valued Employee - Not a Cost

Show ME the VALUE...

“Our Medical Plan assures that, in the
fortunately rare occurrence, if you or an
enrolled family member has extremely high
medical expenses — for example, $100,000
or even $500,000 — the most you would pay

out of your pocket in a year for services from
network doctors, hospitals, and other

facilities is $3,000.”

How much do your employees think they’d pay?

Treat ME as a Valued Employee - Not a Cost

Show ME the VALUE..

“Our Medical Plan provides you and each
enrolled family member with $5 million in
financial protection from the potentially
enormous costs of a catastrophic illness or
injury during their lifetime.”

Financial protection is the real value of the plan.
The value of rewards is measured by those who
receive them...not by who give them.

(C) 2006 Dennis Ackley

12



Treat ME as a Valued Employee - Not a Cost

Show ME the VALUE...

“Our Medical Plan has protected our employees
by paying: (follow HIPAA privacy rules)
- $ 44,000 for a knee replacement
- $ 360,000 for a kidney transplant

- $ 960,000 for a premature baby

..and the most the employees paid
out of their pocket in a year for
network services was $3,000.”

Example

Treat ME as a Valued Employee - Not a Cost

Emphasis on the wrong things?
- Deductibles and copays

v does emphasizing the small costs imply the
plan is intended to cover all costs?

v copays make doc visits cheaper than haircuts
many employees think that’s full cost.

“The company must hate us...doubled our
prescriptions costs — from $10 to $20!”

- Cost to employer vs. value to employee
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Treat ME as a Valued Employee - Not a Cost
The cost is not the value

- “Last year, the company had to pay $7,289 to
provide your family’s health insurance.”

- Not bad...but not a “we value you” message.
- Can create mistrust and misunderstanding.
Look at your employees’ medical claims

- 10%-15% have no expenses.

- 45%-55% have under $700.

= 10%-15% use roughly 70% of plan costs.

Treat ME as a Valued Employee - Not a Cost

The cost is not the value

- 60%-70% of employees probably have less than
$1,000 in expenses...see why many of them
don’t believe health cost communication?

- Does emphasizing the cost send a positive
“you are valued’ message to ME?

- If putting price tags on things increased
understanding and appreciation, prices tags on

art in museums would make us art connoisseurs.
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Treat ME as a Valued Employee - Not a Cost

Put costs into the big picture

“Last year, our Plan paid $8 million in medical
claims to protect our employees from major
health care expenses...plus $500,000 to
administer the Plan. These expenses were paid
with money the company and enrolled
employees contributed to our self-funded Plan.
Of this, the company paid $6.8 million and
employees paid $1.7 million. The company’s
contribution averages $7,289 for each

employee.”

Treat ME as a Valued Employee - Not a Cost

What top-performing employees say...

- Only 22% with rich benefits are satisfied
where value is poorly communicated
...and turnover of top performers runs 17%.

- 76% with less costly benefits are satisfied
where value is effectively communicated
...and turnover of top performers runs 12%
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Treat ME as a Valued Employee - Not a Cost

Good communication improves satisfaction
and reduces turnover of top performers

- Would the cost of better communication
be paid for if you reduced turnover by
just one or two top-performers?

Poor communication
IS very expensive.

Communicating
Consumer-Involved
Health Care Designs

—a New Type of Account and
a High-Deductible Health Plan —
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Consumer-Involved Health Care
Is consumer-driven a fix or fad?

Overall...a high-deductible plan

($1,000, $1,500 or higher) usually offered
with an account with employer money.
($0, $500, $1,000 or more).

No standard design (within IRS rules)

v 29% of employers now offer “consumer-
driven plans” with accounts...33% more
intend to do so in 2007. Watson Wyat

v an option or the only coverage offered?
v rather lucrative benefits or stingy?

Consumer-Involved Health Care
Is consumer-driven good or bad?
Yes...depends on how designed.

(illustrative example)

It could be lucrative

v Employer’s HSA contribution: $2,700
v Plan deductible: $2,700

v Out of pocket max: $2,700
(then plan pays 100%)
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Consumer-Involved Health Care
Is consumer-driven good or bad?
Yes...depends on how designed.

(illustrative example)

It could be

v Employer’'s HSA contribution:
v Plan deductible:

v Out of pocket max:
(then plan pays 100%)

Consumer-Involved Health Care

Does consumer-driven help control costs?

Probably...depends on design and what
employees do (studies under way).

Key questions: Will employees...

v spend the money wisely...as their own?
v improve their health?

v become better health consumers?

Answers depend on plan design,
communication, education, and personal
interest and motivation.
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Creating a
Special Approach to
Communicating
Consumer-Involved
Health Care Designs

Consumer-Involved Health Care
Communication challenges

First...
Most people:

v won'’t buy high-deductible car insurance —
why medical?

v don’t understand or use spending type
accounts.
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Consumer-Involved Health Care
Communication challenges

Second...

Creating savvy consumers out of people who —
when it comes to health care — have probably
never:

v shopped for price

v compared value

v considered alternatives

v evaluated quality

Consumer-Involved Health Care

The consumer-driven approach uses
somewhat familiar components in
unfamiliar ways.

It’s an entirely new approach — plus
it’s upside down compared to what
participants know.

It requires an entirely new
approach to communication.
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Consumer-Involved Health Care

The main feature of
the consumer-driven approach
— the part every participant will use
and needs to understand —

is the Account (HSA or HRA).

“Spend it like it’s your money — because it is!”
...the power of consumer involvement.

Consumer-Involved Health Care
Communicating consumer-driven

Because it's the most important element,

explain the Account first
— but participants will expect to hear about
the plan first.

In many cases, the Account will likely pay all
health care for majority of participants.

“Yes, you pay the full amount charged”...
there are no “copays.”
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Consumer-Involved Health Care
Communicating consumer-driven

Communicate the consumer-driven approach
as a program made up of two parts

— always explain them together -

to turn the two elements into a positive.

For HSAs, add a statement on enroliment form
(paper or electronic) for the employees to
acknowledge the HSA is not an employer-

sponsored plan and is not covered by ERISA.
(check with legal counsel)

Consumer-Involved Health Care

Communicating HSAs or HRAs

Do not say, “.just like a Flex Spending Account
— but different.”

FSAs are not widely used, not understood, and
infamous for “use it or lose it.”

Comparison also misses key points...

v it’'s employer’s money (HSAs allow employee
contributions...may not have employer contributions)

v money stays in at year end — not forfeited
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Consumer-Involved Health Care

New communication approach

The biggest and most
important change...

Consumer-Involved Health Care

“The Careful Buyer’s Health Program”
...Featuring Your Health Savings Account

During the year, ABCorp contributes $1,000

(via monthly deposits) to your HSA for you to buy
the IRS-eligible health care services you decide
are needed. What you do not spend automatically
stays in your HSA for you to use next year. If you
have larger expenses, you are covered by
ABCorp’s Major Cost Protection Plan...an IRS-
defined High Deductible Health Plan.
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Consumer-Involved Health Care

ABCorp’s Major Cost Protection Plan
... Your Shield Against Huge Expenses

It provides protection from enormous medical

expenses — up to $5 million in benefits during the
lifetime of each enrolled person.

You decide how to spend the $1,000 ABCorp
contributes to your HSA, plus any money you
contribute, and any growth, to help you buy the
first $1,500 of eligible medical plan expenses
(the deductible) for each enrolled person.

Consumer-Involved Health Care

In introducing a
consumer-driven approach,
you must change the way
all your health plan options
are communicated.
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Consumer-Involved Health Care

, High
In the calendar year: ﬁg;?tf# IP?g g:?arrsn Value

Health Savings Account Plan
Individual Enroliment Not

Family Enroliment Available
Medical Plan Features

Lifetime Maximum
use HSA to help

Calendar Year pay first...

Deductible
Each person $1,500 $250
Family maximum 2 times above |3 times abov

Most you pay after
plan benefits start $3,000 $3,000
(your out-of-pocket max)

Consumer-Involved Health Care

Sample employee message points

You know prices of TVs, cars, tires.
Knowing price is key in being a smart shopper.
Do you know the price of:

v emergency room for non-emergency

v brand name drug over government-
approved generic

v extra night in hospital
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Consumer-Involved Health Care

Sample employee message points

New program gives you company money
to buy health care you need.

Buying health care is more important and
challenging than TV, clothing, or a car.

As you become more involved in purchasing
your non-emergency health care, your
consumer skills will grow — helping ensure the

money is spent wisely.
-Example

Consumer-Involved Health Care

Teach users to be consumers

Clearly define your education strategy
and measures:

v what do “good consumers” need to know?
v who will teach them?

v what will they do with new knowledge?

v how will success be measured?

Employees need a “job description’
of what savvy health consumers do.

H)
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Consumer-Involved Health Care

Don’t let communication create cynicism
through lack of clear expectations...

We are introducing a
consumer-driven health plan.
You will need to become a
savvy health care consumer.

Please act accordingly.

Five Things Employees
Should Know They
Can Do to Reduce

the Cost of Health Care...

Whether You’re
“Going Consumer-Driven”
or Not.
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Things You Can Do
1. Stay healthy

Things You Can Do

2. Watch for problems

(often available at low cost through the Health
Plan)
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Things You Can Do

3. Look for value — effective outcomes
at a lower cost

Things You Can Do

4. Help the treatment work
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Things You Can Do
5. Act like a real customer

(but not your own doctor)

Things You Can Do

Use stories and examples to help
employees understand when and how
to be a health care shopper
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Things You Can Do

A visit to doctor’s office for a runny nose

around $250.

under $10.

Things You Can Do
A nasty fall off a bicycle

over $25,000.

under $175.
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Things You Can Do
Asking your doctor for a pill on TV

..$100 or many times that amount.

under $10.

Things You Can Do

A sore throat on a weekend

more than $400

under $120.
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Things You Can Do

Become a better health care shopper

“How much would this treatment cost if |
was paying it myself?”
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Eliminate
Benefit Communication
Techniques that
Don't Work

Better Benefit Communication
“Jargonization”

- “You pay the Member responsibility plus
bridge payment amount.”

= “...an Open Access Point of Service Plan.”
= “You pay up to the annual threshold.”
..on and on.
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Better Benefit Communication

“Insurance Companyization”

- Plan Name — change “Monolithic Insurance
Plan” to “ABCorp Medical Plan.”

- Premiums — say “your enrollment cost.”

P11

- Drop ‘“insurance’...“the insurance company
pays...see the insurance form...et al.

Better Benefit Communication
“Employee Decision Makingization”
- What if survey or a focus group tells you?

v “Give us lower-cost insurance — my neighbor has
Acme Health Insurance and she pays less.”

v “Increase our benefits.”
v“Reduce our premiums.”

v“Males don’t need maternity coverage — give us
a refund.”

- What will you do with this information?
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Better Benefit Communication
“Advertizingization”

- Do not send out “teasers”...do not start
communicating specific plan design changes
many months in advance...do not give them
bite-sized pieces about design and costs.

- Why tease about emotionally sensitive issues?

- Adults want to take action and understand the
big picture of “what” and “why.”

- Do provide ongoing flow of background info.

Better Benefit Communication
Too Often Overlooked

- People-to-people is most powerful technique —
especially through “people of influence.”
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About Dennis Ackley

Dennis Ackley, president of Ackley Associates, Lee’s Summit, Missouri, is a
nationally recognized thought leader in benefit communication and retirement
education. He creates communication programs for employers of all types and
sizes. Mr. Ackley has more than 20 years of consulting experience at firms
including Watson Wyatt and Towers Perrin, and he was VP of Participant
Services at JPMorgan/American Century for two years before starting his own
firm. His award-winning communication programs have reached more than
three million employees at hundreds of the country’s largest employers on
topics such as health care, retirement, investing, and incentive compensation.
He has been at the forefront of consumer-involved health communication —
conducting seminars and preparing Health Reimbursement Arrangement and
Health Savings Account communication programs. Before becoming a
consultant, Dennis spent six years in educational research. He has written more
than four dozen articles (Internet search “Dennis Ackley benefits”) and has
been a featured conference speaker for The Conference Board, Benefits
Management Forum, WorldatWork, Profit Sharing/401(k) Council, Pensions and
Investments, International Foundation of Employee Benefits, and many others.
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