THE KAISER FAMILY FOUNDATION

Employer

2006 Summary

-AND- HEALTH RESEARCH AND EDUCATIONAL TRUST

Health Benefits

of Findings

EMPLOYER-SPONSORED HEALTH INSURANCE PROVIDES COVERAGE FOR OVER 155 MILLION NONELDERLY IN AMERICA.! TO PROVIDE CURRENT

INFORMATION ABOUT THE NATURE OF EMPLOYER-SPONSORED HEALTH BENEFITS, THE KAISER FAMILY FOUNDATION (KFF) AND THE HEALTH RESEARCH

AND EDUCATIONAL TRUST (HRET) CONDUCT AN ANNUAL NATIONAL SURVEY OF PRIVATE AND PUBLIC EMPLOYERS OF THREE OR MORE WORKERS.

The key findings show a moderation in
the rate of premium growth for 2006,
the third consecutive year in which the
growth rate has declined. Even at this
lower rate of growth, however, growth in
health insurance costs outpaced the rate
of inflation and the growth in workers’
wages. Employers continue to offer
consumer-directed health plans, including
high deductible plans that can be paired
with Health Savings Accounts (HSAs)
or Health Reimbursement Arrangements
(HRAs), but the market share of these

plans remains modest.

In response to changes in the market,
high deductible health plans associated
with a savings option (HDHP/SO) are
now shown in the survey as a separate
plan type and included in all of the tables
that break out plan characteristics by plan
type. Information about plan deductibles
and out-of-pocket maximum amounts
also has been expanded. In some cases
these changes will mean that statistics
from the 2006 survey cannot be directly
compared with findings from previous
years.?

HEALTH INSURANCE
PREMIUMS

Between spring of 2005 and spring of
2006, premiums for employer-sponsored
health insurance rose by 7.7%, a slower
rate than the 9.2% increase in 2005
and 11.2% increase in 2004 (Exhibit
A).3 Despite this slowdown, premiums
continued to increase much faster than
overall inflation (3.5%) and wage gains
(3.8%). Premiums for family coverage
have increased by 87% since the year
2000.

Although the average premium increase
for 2006 is 7.7%, many covered workers
are in firms that experienced premium

EXHIBIT A

Percentage Increase in Health Insurance Premiums Compared to Other Indicators,
1988-2006
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31 42 39 25 33 36 39 40 26 3.0 21 27 38 EARNINGS*

* Estimate is statistically different from the estimate for the previous year shown at p<.05. No statistical tests are
conducted for years prior to 1999.

+ Data on percentage increase in workers’ earnings are seasonally adjusted data from the Current Employment Statistics
survey (April to April). For additional information about this data, see the Survey Design and Methods section in the full
report.

Note: Data on premium increases reflect the cost of health insurance premiums for a family of four. For additional
information about the increase in workers’ earnings estimate, see the Survey Design and Methods section in the full
report.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2006; KPMG Survey of Employer-Sponsored
Health Benefits, 1993, 1996; The Health Insurance Association of America (HIAA), 1988, 1989, 1990; Bureau of Labor
Statistics, Consumer Price Index, U.S. City Average of Annual Inflation (April to April), 1988-2006; Bureau of Labor
Statistics, Seasonally Adjusted Data from the Current Employment Statistics Survey (April to April), 1988-2006.

equivalents in self-funded plans (8.7%
versus 6.8%). Average annual premiums

changes that were substantially above
or below the average: 42% of covered
workers work for firms where premiums for employer-sponsored coverage are
$4,242 for single coverage and $11,480

for family coverage (Exhibit B).

increased by five percent or less, while
13% of covered workers work for firms

where premiums increased by more
Preferred provider organizations (PPOs)

than 15%. Premiums in fully insured
continue to cover a majority of workers

plans grew more quickly than premium
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EXHIBIT B

Average Annual Firm and Worker Contribution to Premiums and Total Premiums for Covered Workers for Single
and Family Coverage, by Plan Type, 2006

HMO
SINGLE (R

$3,459 $4,049*

FAMILY $8,198 $11,278

PPO

SINGLE $3,749 $4,385%

FAMILY $8,850 $11,765
POS

SINGLE $3,534 $4,168

FAMILY $7,881 $11,107

HDHP/SO
SINGLE $2,836 $3,405*
FAMILY $7,238 $9,484*
ALL PLANS
SINGLE $3,615 $4,242
FAMILY $8,508 $11,480

$0 $2,000 $4,000 $6,000 $8,000 $10,000 $12,000
* Estimate of Total Premium by coverage type is statistically different from All Plans estimate at p<.05. - WORKER CONTRIBUTION
Note: Family coverage is defined as health coverage for a family of four. FIRM CONTRIBUTION

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006.

EXHIBIT C

Distribution of Covered Workers by Percentage of Premium Contributed by Their Firm for Single and Family
Coverage, by Firm Size, 2006
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Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006. GREATER THAN OR EQUAL TO 75%, LESS THAN 100%
100%
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(60%), with HMOs covering 20%, POS
plans covering 13%, HDHP/SOs covering
4%, and conventional plans covering 3%.
PPO market share remains high despite the
fact that premiums for PPOs are higher on
average than premiums for HMOs, POS
plans, and HDHP/SOs for both single and
family coverage. Premiums for HDHP/
SOs are lower than all other plan types for
both single and family coverage.

Over 75% of covered workers with single
coverage and over 90% of covered workers
with family coverage make a contribution
toward the total premium for their coverage
(Exhibit C). Workers on average contribute
$627 annually toward the cost of single
coverage and $2,973 annually toward the
cost of family coverage (Exhibit B). Since
2000, annual worker contributions have
increased by $293 for single coverage and
by $1,354 for family coverage. Covered
workers in small firms (3—199 workers) on
average make a significantly higher annual
contribution towards single and family
coverage than covered workers in larger
firms (single: $515 vs. $689, family: $3,550
vs. $2,658). The average percentage of
premiums paid by workers is statistically
unchanged over the last several years, at
16% for single coverage and 27% for family
coverage (Exhibit D).

EMPLOYEE COST SHARING

In addition to their premium contributions,
most covered workers make additional
payments when they use health care

services. Sixty-nine percent of covered
workers with single coverage in PPOs are in
a plan with a general plan deductible that
must be met before many plan benefits are
provided; this compares to 32% of covered
workers in POS plans and only 12% of
covered workers in HMOs.% Even workers
in plans without a general plan deductible,
however, may face a specific deductible,
copayment, or other charge when they

use hospital services or have an outpatient
procedure.

For workers in plans with a general plan
deductible, the average annual deductibles
for single coverage are $352 for workers
enrolled in HMOs, $473 for workers
enrolled in PPOs, $553 for workers
enrolled in POS plans, and $1,715 for
workers enrolled in HDHP/SOs. Average
deductibles for covered workers with single
coverage in small firms (3—199 workers)
are substantially higher than average
deductibles in large firms (200 or more
workers) for covered workers in PPOs,
POS plans, and HDHP/SOs.> It should
be noted that these deductibles may not
apply to all covered services. Among
covered workers in HMOs and PPOs with
general plan deductibles, just over one-
half are in plans where the general plan
deductible does not apply to prescription
drugs, and just under one-half are in

plans that do not apply the deductible to

preventive procedures.

About half of covered workers face cost
sharing that is in addition to any general
annual plan deductible when they are
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admitted to a hospital or have outpatient
surgery. For hospitalizations, 25% of
covered workers face a separate deductible
or copayment for each hospital admission,
with an average payment of $231, and
22% face separate coinsurance when

they are hospitalized, with an average
coinsurance rate of 17%. Small shares of
covered workers face both a copayment
and coinsurance or a per diem charge when

hospitalized.

The vast majority of covered workers face
copayments when they go to the doctor.
Among these covered workers, 60% are

in plans with a copayment of $15 or $20,
and an additional 15% are in a plan with a
copayment of $25. Unlike workers covered
by other plan types, covered workers in
HDHP/SOs are more likely to be in a plan
with coinsurance than a copayment for
physician office visits. A substantial portion
of workers in HDHP/SOs also are in plans
where the worker faces no cost sharing for
physician office visits once the worker has
satisfied the plan deductible.

As with physician office visits, most
covered workers face cost-sharing for
prescription drugs. The majority of
covered workers are in plans that have
multi-tier cost-sharing for drugs. Since
2000, the percentage of covered workers
in a plan with three or more tiers of cost
sharing for prescriptions has increased
from 27% to 74%. Among workers
who face cost sharing for prescription
drugs, most face copayments rather than
coinsurance; the average copayments are

EXHIBIT D

Average Percentage of Premium Paid by Covered Workers for Single and Family Coverage, 1999-2006*
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*Tests found no statistical difference from estimate for previous year shown at p<.05.

Note: Family coverage is defined as health coverage for a family of four.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2006.
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$11 for generic drugs, $24 for preferred
drugs, and $38 for nonpreferred drugs.
A small percentage of covered workers
in plans also have a fourth-tier of
prescription drug cost sharing. In plans
with a fourth-tier, the percentages of
covered workers facing copayments and
coinsurance are roughly comparable;
the average copayment amount for
fourth-tier drugs is $63 and the average
coinsurance level is 42%.

Most covered workers are in a plan

that partially or totally limits the cost
sharing that a plan enrollee must pay in
a year, generally referred to as an out-of-
pocket maximum. About 80% percent
of covered workers are in a plan that
limits the amount of cost-sharing that
plan enrollees may have to pay. There is
considerable variation in out-of-pocket
maximum levels: among covered workers
with an out-of-pocket maximum limit,
over one-half are in plans with a limit for
single coverage of less than $2,000 while
18% are in plan with a limit of $3,000
or more. However, even when health
plans have a maximum out-of-pocket
limit, the limit may not apply to all cost-
sharing under the plan. For example,
among covered workers in PPO plans
that have an out-of-pocket maximum
limit, almost 40% are in a plan that does
not count amounts that the enrollee
spends in meeting the deductible, and
over 80% are in a plan that does not
count cost sharing for prescription drug

expenses when determining whether an
enrollee has reached the out-of-pocket
maximum limit.

AVAILABILITY OF
EMPLOYER-SPONSORED
COVERAGE

Sixty-one percent of firms offer health
benefits to at least some of their
employees, a similar percentage to

last year (Exhibit E). Since 2000, the
percentage of firms offering health
benefits has fallen from 69%. As we
have seen in prior years, health benefit
offer rates vary considerably by firm size,
with only 48% of the smallest companies
(3—9 workers) offering health benefits,
compared to 73% of firms with 10 to
24 workers, 87% of firms with 25 to 49
workers, and over 90% of firms with 50
or more workers.

The likelihood that a firm offers health
benefits also varies with other firm
characteristics, such as the proportions
of lower-wage and part-time workers

in the firm and whether the firm has
union workers. Sixty-five percent of
higher wage firms (less than 35% of
workers earn $20,000 or less annually)
offer health benefits, compared with
42% of firms with a greater percentage
of lower-wage workers. Sixty-seven
percent of firms with relatively few part-
time workers (less than 35% of workers

work part-time) offer health benefits,
compared with 44% of firms with a
higher percentage of part-time workers.
And, 87% of firms with at least some
union workers offer health benefits,
compared with 60% of firms that have
no union employees.

Even when a firm offers health insurance,
not all workers get covered. Some
workers are not eligible to enroll as a
result of waiting periods or minimum
work-hour rules, and others choose not
to enroll perhaps because they must pay a
share of the premium or can get coverage
through a spouse. Within offering firms,
78% of workers are eligible for coverage,
and 82% of eligible workers take-up
coverage from that employer. Sixty-five
percent of workers at firms that offer
health benefits have coverage through
their own employer. Looking at workers
both in firms that offer benefits and
firms that do not, 59% of workers have
coverage through their own employer,
down from 63% in 2000.

DENTAL AND VISION
BENEFITS

Among firms offering health benefits,
50% offer or contribute to a dental
benefit and 21% offer or contribute to a
vision benefit that is separate from any
dental or vision coverage provided by

the firm’s health plan. Large firms (200

EXHIBIT E

Percentage of Firms Offering Health Benefits, by Firm Size, 1999-2006

1999 2000 2001 2002 2003 2004 2005 2006
3-9 Workers 56%  57%  58%  58%  55%  52%  47%  48%
10-24 Workers 74 80 77 70t 76 74 72 73
25-49 Workers 86 91 90 86 84 87 87 87
50-199 Workers 97 97 9% 95 95 92 93 92

All Small Firms (3-199 Workers) ~ 65%  68%  68%  66%  65%  63%  59%  60%

A"',\','::E:r:)"ms (200 or More 99%  99%  99%  98%  98%  99%  98%  98%

ALL FIRMS 66%  69%  68%  66%  66% 63% 60%  61%

*Estimate is statistically different from the estimate for the previous year shown at p<.05.

Note: As noted in the Survey Design and Methods section of the full report, estimates presented in this exhibit are based on the sample of 3,159 firms, which includes both
firms that completed the entire survey and those who answered just one question about whether they offer health benefits.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2006.
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or more workers) are more likely than
small firms to offer or contribute towards
separate dental and vision benefits.

HIGH DEDUCTIBLE HEALTH
PLANS WITH SAVINGS
OPTION

This year the survey includes high
deductible health plans with a savings
option, or HDHP/SOs, as a plan type.
HDHP/SOs include (1) health plans
with a deductible of at least $1,000 for
single coverage and $2,000 for family
coverage offered with an HRA, and (2)
high deductible health plans that meet
the federal legal requirements to permit
an enrollee to establish and contribute to
an HSA. In most instances information
about HDHP/SOs is presented in the
same manner as information about PPOs,
HMOs, and POS plans. In some cases
we also show information separately for
(1) HDHP/SOs that are offered with
HRAs, referred to as “HDHP/HRAs,”
and (2) HDHP/SOs that meet federal
requirements to permit enrollees to
establish an HSA, referred to as “HSA
qualified HDHPs.”

Seven percent of firms offering health
benefits offer an HDHP/SO in 2006
(Exhibit F). This is statistically
unchanged from the 4% we reported
in 2005. Among firms offering health
benefits, 1% offer an HDHP/HRA
and 6% offer an HSA qualified HDHP

(Exhibit F). Firms with 1,000 or more
workers are more likely (12%) than
smaller firms (6%) to offer an HSA
qualified HDHP. We estimate that 2.7
million workers are enrolled in HDHP/
SOs in 2006, with 1.4 million workers
enrolled in HSA qualified HDHPs and
1.3 million workers enrolled in HDHP/
HRAs. The estimate of workers enrolled
in an HSA qualified HDHP is higher
than the 0.8 million enrollees we reported
last year.®

As expected, deductibles in these
arrangements are relatively high: in
HDHP/HRASs, annual deductibles average
$1,442 for single coverage and $2,985

for family coverage (in plans with an
aggregated family deductible”); in HSA
qualified HDHPs, deductibles average
$2,011 for single coverage and $4,008

for family coverage (in plans with an
aggregated family deductible). There is,
however, substantial variation around
these averages; for example, 30% of
covered workers in HSA qualified HDHPs
are in a plan with a single deductible
between $1,050 and $1,499, while over
60% are in a plan with a single deductible
over $2,000. Seventy-four percent of
workers enrolled in HDHP/HRAs and
82% of workers enrolled in HSA qualified
HDHPs are in a plan that does not apply
the plan deductible to preventive benefits.

Average premiums and premium
contributions by employers are lower for

both single and family coverage in HSA

Employer Health Benefits 2006 ANNUAL SURVEY

qualified HDHPs than in other plan
types (Exhibit G, Exhibit B), although
the difference for employer premium
contributions disappears in most cases
when additional employer contributions
to the HSAs themselves are considered.®
The average worker premium
contributions for family coverage in
HSA qualified HDHPs are significantly
lower than the average worker premium
contribution for other plan types;
differences for single coverage are not
statistically significant. Comparisons of
premiums and premium contributions
between HDHP/HRAs and other plan
types are decidedly more mixed.’

On average, workers enrolled in an
HDHP/HRA receive an annual employer
contribution to their HRA of $797 for
single coverage and $1,584 for family
coverage. We note that employer
contributions to HRAs are promises

to pay toward the cost of services, and
workers may not receive these full
amounts if they leave the firm with a
positive balance in their HRA. Workers
enrolled in HSA qualified HDHPs on
average receive an annual employer
contribution to their HSA of $689 for
single coverage and $1,139 for family
coverage (Exhibit G). Thirty-seven
percent of employers offering an HSA
qualified HDHP (covering 30% of
workers enrolled in these plans) do not
contribute to HSAs established by their
employees.

EXHIBIT F

Among Firms Offering Health Benefits, Percentage That Offer an HDHP/HRA and/or an HSA Qualified HDHP, 2005-2006

20%

16%

12%

8%

4%

2%
1%

6%*

2%

7%

4%

0%
HDHP/HRA

HSA QUALIFIED HDHP

* Estimate is statistically different from estimate for the previous year shown at p<.05.

FThe 2006 estimate includes 0.4% of all firms offering health benefits that offer both an HDHP/HRA and an HSA qualified HDHP. The comparable

percentage for 2005 is 0.3%.

Note: For definitions of HDHP/HRAs and HSA qualified HDHPs, see the introduction to Section 8 in the full report.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2005-2006.

EITHER (HDHP/HRA OR HSA)
QUALIFIED HDHP OR BOTH)#

2005

B 2006
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Exhibit H shows a general comparison
between HDHP/SOs and PPOs, the most
common plan type. Overall, health plan
premiums for HDHP/SOs are lower than
premiums for PPOs, but as the chart
shows, there are no significant differences
in total cost when the employer
contribution to the HSA or HRA is
included in the total cost.

RETIREE COVERAGE

The implementation of the new Medicare
Part D drug benefit, combined with
cutbacks in retiree coverage by several
large national firms, has put a spotlight
on retiree health benefits. In 2006, 35%
of large firms (200 or more workers) offer
retiree health coverage, virtually the same
percentage as last year, but down from
66% in 1988. Among large firms offering
retiree benefits, the vast majority (94%)
offer benefits to early retirees, while 77%
offer benefits to Medicare-age retirees.

DISEASE MANAGEMENT AND
WELLNESS

Twenty-six percent of employers offering
health benefits include one or more
disease management programs in their

largest health plan, with large firms (200

or more workers) being more likely than
smaller firms to do so (55% vs. 25%).

Twenty-seven percent of employers
offering health benefits offer one or more
wellness programs to their employees,
with 19% offering an injury prevention
program, 10% offering a fitness program,
9% offering a smoking cessation program,
and 6% offering a weight loss program.
Large firms (200 or more workers) are
more likely than small firms (3-199
workers) to offer one or more wellness

programs (62% vs. 26%).

OUTLOOK FOR THE FUTURE
Although growth in health insurance

premiums has moderated in each of the
last three years, it continues to outpace
inflation and average wage growth.

Since the year 2000, health insurance
premiums have grown by 87%, compared
with cumulative inflation of 18% and
cumulative wage growth of 20%. During
this period, the percentage of employers
offering health benefits has fallen from
69% to 61%, and the percentage of
workers covered by their own employer

also has fallen.

Despite these cost pressures, relatively
few employers offering health benefits

Employer Health Benefits 2006 ANNUAL SURVEY

report that they are very likely or
somewhat likely to drop coverage (6%)
or limit eligibility (6%) in the next

year, although larger percentages report
that they are very or somewhat likely to
increase what employees pay for coverage
(49%), increase plan deductibles (39%),
increase copayments or coinsurance for
office visits (39%), or increase worker
payments for prescription drugs (39%).
There is some interest among employers
in new consumer-directed plan designs.
Among firms offering benefits but not
currently offering an HSA qualified
HDHP, 4% say that they are very likely
and an additional 19% say that they are
somewhat likely to offer one in the next
year. Employer interest in HDHP/HRAs
is comparable (Exhibit I).

While discussions about price
transparency, consumerism, and
consumer-directed plan designs are
common topics in health policy circles,
they are mostly theoretical: the number
of employers offering and the number
of employees actually enrolling in
consumer directed plans is quite modest.
It may take several years, assuming that
enrollment in these plans continues to
grow, before we can assess their potential
impact on the marketplace.

EXHIBIT G

Average Annual Premiums and Contributions to Spending Accounts For Covered Workers, HDHP/HRA and HSA

Qualified HDHP, 2006

HDHP/HRA HSA Qualified HDHP
Single Family Single Family
Total Annual Premium $3,666 $10,482 $3,176 $8,515
Worker Contribution to Premium $664 $2,420 $467 $2,115
Firm Contribution to Premium $3,003 $8,062 $2,709 $6,400
Firm Contribution to the HRA or HSA* $797 $1,584 $689 $1,139
Total Annual Firm Contribution
(Firm Share of Premium Plus $3,800 $9,646 $3,398 $7,539
Contribution to HRA or HSA)
Total Annual Spending
(Total Premium Plus Firm $4,464 $12,065 $3,865 $9,654
Contribution to HRA or HSA)

#When those firms that do not contribute to the HSA are excluded from the calculation, the average employer contribution to the HSA for covered workers is $988 for single

coverage and $1,632 for family coverage.

Note: Values shown in the table may not equal the sum of their component parts. The averages presented in the table are aggregated at the firm level and then averaged, which is
methodologically more appropriate than adding the averages. This is relevant for Total Annual Premium, Total Annual Firm Contribution, and Total Annual Spending.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006.
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EXHIBIT H
Average Annual Premiums, Worker and Firm Contributions For Covered Workers in PPO and HDHP/SO Plans, 2006

PPO HDHP/SO
Single Family Single Family

Worker Contribution to Premium $637 $2,915% $569 $2,247*
Firm Contribution to Premium $3,749% $8,850% $2,836* $7,238%
Total Annual Premium $4,385* $11,765*% $3,405* $9,484*
Firm Contribution to the HRA or HSA NA NA $743 $1,359
Total Annual Spending

(Total Premium Plus Firm $4,385 $11,765 $4,148 $10,844

Contribution to HRA or HSA)

* Estimates are statistically different between PPO and HDHP/SO plans at p<.05.
NA: Not Applicable.
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006.

EXHIBIT I

Among Firms Offering Health Benefits, Distribution of Firms Reporting The Likelihood of Making the Following Changes
in the Next Year, 2006

Very Somewhat Not Too Not At All Don't
Likely Likely Likely Likely Know
Increase the Amount Employees Pay for 21% 28% 21% 28% 2%
Health Insurance
Increasg the Amount Employees Pay for 10 29 28 29 3
Prescription Drugs
Increase fche Amount Employees Pay for 12 57 25 31 5
Deductibles
Increase the Amount Employees Pay for
Office Visit Copays or Coinsurance 8 31 2 32 4
Introduce Tiered Cost Sharing for
Doctor Visits or Hospital Stays ! 16 32 43 8
Restrict Employees’Eligibility for ) 4 21 73 <1
Coverage
Drop Coverage Entirely 2 4 7 86 1
Offer HDHP/HRA* 6 18 31 44 1
Offer HSA Qualified HDHP* 4 19 29 45 3

*#Among firms not currently offering this type of HDHP/SO.
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006.

1 Kaiser Family Foundation, Kaiser Commission on Medicaid and the Uninsured, Health Insurance Coverage in America, 2004 Data Update, November 2005.

2 For example, we no longer include covered workers with no (zero) deductible in calculating the average deductible amounts for each plan type. Beginning this year we also break out family deductibles into two types—
aggregate deductibles and separate per person deductibles (for more detail see the introduction to Section 7 in the Kaiser/HRET Employer-Sponsored Health Benefits Survey, 2006 at http://www.kff.org/insurance/7527/sections/
ehbs05-sec7-1.cfm). As a result of these changes, the amounts that we report for single and family deductibles cannot be directly compared to the amounts reported for prior years.

3 Data on premium increases reflect the cost of health insurance premiums for a family of four.

4 By the way that we define the plan type, all workers in HDHP/SOs are in plans with a general plan deductible.

5 For HMO coverage, there is insufficient data to report the result.

6 Because we had not designated HDHP/SOs as a plan type last year, we are unable to calculate a standard error for last year’s estimated enrollment to test for statistical significance. As an alternative to the two sample t-test,
we used a one sample t-test on 2006 estimates and found that enrollment in HSA qualified HDHPs is higher in 2006 than in 2005 (p=.0127). The one sample t-test is slightly less reliable, however, than the two sample t-test
we ordinarily use.

7 See the introduction to Section 7 in the Kaiser/HRET Employer-Sponsored Health Benefits Survey, 2006 at http://www.kff.org/i e/7527/secti hbs05-sec7-1.cfm.

8 The differences between the total average employer contribution to HSA qualified HDHPs (i.e., contribution to the health plan premiums and to the HSA) and the average employer contribution for PPO plan premiums is
statistically significant for family coverage. Differences with other plans are not statistically significant.

9 For HDHP/HRAs, premiums for single coverage are lower on average than premiums for other plan types (Exhibit G, Exhibit B). HDHP/HRA premiums for family coverage are lower than premiums for PPOs, but differences
between HDHP/HRA premiums and premiums for HMOs and POS plans are not statistically significant. Average employer premium contributions for single coverage in HDHP/HRASs also are lower than average employer
premium contributions for other plan types (Exhibit G, Exhibit B); differences in average employer premium contributions for family coverage in HDHP/HRAs and average employer premium contributions to HMOs, PPOs and
POS plans are not statistically significant. In most cases worker premium contributions to HDHP/HRAs are not statistically different than worker premium contributions for other plan types.
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Employer Health Benefits 2006 ANNUAL SURVEY

METHODOLOGY

The Kaiser Family Foundation/Health Research and Educational Trust 2006
Annual Employer Health Benefits Survey (Kaiser/HRET) reports findings from
a telephone survey of 2,122 randomly selected public and private employers.
Firms range in size from small enterprises with a minimum of three workers to
corporations with more than 300,000 employees. The Kaiser/HRET Employer
Health Benefits Survey is based on previous surveys sponsored by the Health
Insurance Association of America from 19861990 and KPMG Consulting,

Inc. (now Bearing Point) from 1991-1998. Findings in this report draw on the
1999-2006 Kaiser/HRET Survey of Employer-Sponsored Health Benefits, the
1993, 1996, and 1998 KPMG Surveys of Employer Sponsored Health Benefits,
and the 1988, 1989 and 1990 studies conducted by HIAA. Researchers at
Health Research and Educational Trust, The Center for Studying Health System
Change, and the Kaiser Family Foundation designed and analyzed the survey.
National Research LLC conducted the fieldwork between January and May
2006. In 2006 our overall response rate is 48%, which includes firms that offer
and do not offer health benefits. Among firms that offer health benefits, the
survey’s response rate is 50%.

From previous years’ experience, we have learned that firms that decline to
participate in the study are more likely not to offer health coverage. Therefore,
we asked one question to all firms in the study with which we made phone
contact where the firm declined to participate. The question was, “Does your
company offer or contribute to a health insurance program as a benefit to
your employees?” A total of 3,159 firms responded to this question (including
2,122 who responded to the full survey and 1,037 who responded to this one
question). Their responses are included in our estimates of the percentage of
firms offering health coverage. The response rate for this question was 72%.
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Since firms are selected randomly, it is possible to extrapolate from the sample
to national, regional, industry, and firm size estimates using statistical weights.
In calculating weights, we first determined the basic weight, then applied a
nonresponse adjustment, and finally applied a post-stratification adjustment.
We used the Statistics of the U.S. Census Bureau as the basis for the stratification
and the post-stratification adjustment for firms in the private sector, and we
used the Census of U.S. Governments as the basis for post-stratification for firms
in the public sector. All statistical tests are performed at the p<.05 level. Some
exhibits do not sum up to totals due to roundng effects.

For more methodology information, please visit our Survey Design and Methods
Section at www.kff.org/insurance/7527.

Sponsors

The Kaiser Family Foundation, based in Menlo Park, California, is a private,
non-profit operating foundation dedicated to providing information and
analysis on health care issues to policymakers, the media, the health care
community, and the general public. The Foundation is not associated with
Kaiser Permanente or Kaiser Industries.

The Health Research and Educational Trust is a private, not-for-profit
organization involved in research, education, and demonstration programs
addressing health management and policy issues. Founded in 1944, HRET
collaborates with health care, government, academic, business, and community
organizations across the United States to conduct research and disseminate
findings that help shape the future of health care.
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The full report of survey findings (#7527)

is available on the Kaiser Family Foundation’s website at www.kff.org.

Additional copies of this summary (#7528) are also available at www.kff.org.
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