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Summaryof Findings

Beginning in July 2008, the State Employment Relations Board (SERB) worked with the School
Employees Health Care Board (SEHCB) to redesign its annual public sector health insurance
guestionnaire to reduce the survey and paperwork burden on school treasurers and meet the
legislative missions of both organizations. While SERB is responsible for, among other things,
providing to distribute its annual health insurance survey instrument to inform the public sector
about certain working conditions, SEHCB is responsible for, among other things, identifying and
promulgating health insurance initiatives that reduce costs to school employers and employees.
In December 2008, SERB distributed its annual questionnaire and concerning health insurance
plans in force in each institution as of January 1, 2009 to 1,361 governmental jurisdictions via
surface mail and e-mail; responses were coded and entered into SPSS for Statistics 17.0 during
January ¢ June 2009. SERBQ health insurance report from this dataset is available through
SERB; SEHCBQ health insurance cost report is the subject of this publication.

Health insurance coverage varied by plan: 100 percent of respondents offered medical
insurance, 95 percent offered pharmaceutical insurance, 98 percent offered dental insurance,
and 66 percent offered vision insurance coverage. In addition, 76 percent offered a flexible
spending account to employees. Health insurance eligibility policies were also examined.
Eighty-two percent offered health insurance coverage to part-time employees. Forty-nine
percent offered an incentive to encourage employees to waive coverage, and 30 percent placed
restrictions on spousal coverage.
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procurement practices. Thirty-two percent were required to use a formal, competitive bid or
proposal process in the procurement of its health insurance plans. Eighty percent worked
directly with an independent health insurance broker, consultant or agent in the procurement
of their health insurance programs. Sixty-eight percent of school employers indicated that they
participated in a joint health insurance purchasing arrangement to provide health insurance.

While 46 percent of all school districts and educational service centers reported the existence
of an active worksite wellness or health promotion program, 5 percent met the Healthy People
2010 definition of a comprehensive worksite wellness or health promotion program. Variability
was observed in the frequency with which various components were offered; screening
programs were most common component, while program integration within the organizational
structure was the least common component.

Thirty-three percent of school employers offered employees a choice of medical insurance
plans. While PPO plans were the most widely offered plans, traditional plan designs accounted
for 10 percent of all designs, POS and HMO plans held 9 percent of the market, and high
deductible plans accounted for 6 percent of all medical insurance plans offered to employees.

When asked about the prevalence of SEHCB best practices in medical plans one year prior to
the effective date of the legislation, the majority of public school employers reported their
current utilization. Eighty-nine percent of health plans included access to clinically superior
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care, 73 percent included a disease state management program, and 63 percent contained a
wellness or healthy lifestyle program. Forty-eight percent of public school employers had
conducted a dependent eligibility audit within the past 3 years. A nonparametric statistical test
was run to identify significant differences between the distributions of unweighted, unadjusted
family medical insurance plan costs in the sample of medical insurance plans that had
conducted dependent eligibility audits versus those that had not done so; a significant
difference was found.

Ninety-three percent of school employers reported data using a two-tier contract system (i.e.,
single/family) rather than a four-tier contract system (i.e., single, single plus child, single plus
spouse, family) to set rates. If those who are in a single plus child or spouse contract are
considered to be in a family contract in a simple two-tier system, the single/family enroliment
split becomes 30 percent single to 70 percent family. Within the distribution of medical plans
that were accompanied by enrollment data, the median take-up rate (the number enrolling in a
plan divided by the number eligible to take the plan) among all medical health insurance plans
offered by districts and educational service councils was 75 percent.

Sixty-nine percent of school employers retained medical health insurance claim risks by self-
insuring their medical health insurance plan, while 31 percent transferred the risk to a third
party; the majority of employers who chose to self-insure their medical plan benefits did so
within a consortium, while the majority of those that chose to fully-insure their health plans did
so independently. In the self-insured market, the top three plan administrators named by
respondents to the survey included Medical Mutual of Ohio, Anthem Blue Cross & Blue Shield
and Allied Benefit Systems. The top three health insurance companies identified by
respondents who offered fully-insured medical health plans were Anthem Blue Cross & Blue
Shield, Medical Mutual of Ohio, and United Healthcare of Ohio.

Among those medical insurance plans with the cost of prescription drug insurance coverage
included, the median total costs were $420 per single and $1,078 per family contract per
month. Of these totals, employees paid an average $38 (9 percent) per single and $100

(9 percent) per family plan. In addition, each of these plans carries additional utilization
charges. Significant differences in the distribution of single and family medical insurance
premiums were found between samples of medical plan designs, region, loss financing and
consortium participation. While the median deductibles out-of-network were $300 per single
and $600 per family, the out-of-pocket maximums non-network were $1,500 per single and
$3,000 per family. The 2009 per employee per year (PEPY) median cost for medical and
prescription drug coverage was $9,668.

On January 1, 2008, the median total costs for medical insurance plans with the cost of
prescription drug insurance coverage included were $418 per single and $1,063 per family
contract per month. While 35 percent of school districts and educational service centers
indicated that they made no changes to their medical insurance program from January 1, 2008
through January 1, 2009, those that did so shifted costs to employees through employee
premium contributions most often, followed by changes made in cost management, and/or
utilization management practices.



The most common prescription drug plan offered to school employees was a 3-tier program
(i.e., generic drugs in tier 1, brand-name drugs in tier 2, and brand-name non-formulary drugs
in tier 3). The median retail copayments were $10 for tier 1, $20 for tier 2 and $30 for tier 3
drugs; median mail-order copayments were $16, $40 and $60 for tiers 1, 2 and 3, respectively.

The median total cost of dental insurance plans was $37 per single and $75 per family contract;
median employee premium contributions were S0 per single and $3 per family contract. The
median network coinsurance level for diagnostic and preventive services was 100 percent; for
oral surgery services, 80 percent; for major restorative services, 60 percent; and for orthodontic
services, 60 percent. The median annual maximum benefit per covered person was $1,500.

The median total cost of vision insurance plans was $9 per single and $19 per family contract,
while the median employee contributions were S0 for single and $1 for family contracts. The
majority of plans covered examinations and lenses annually and frames biannually. Ninety-two
percent of vision plans offered coverage for vision services annually, including vision
examinations, normal, bifocal and trifocal lenses, and medically necessary contact lenses. Sixty-
three percent of vision plans cover the cost of frames biannually.



Survey Design and Methodology

In 2008, the State Employment Relations Board (SERB) worked with the School Employees
Health Care Board (SEHCB) to develop its annual health insurance survey instrument concerning
health insurance plans in force in each institution as of January 1, 2009; In December 2008, it
was distributed to 1,361 governmental jurisdictions via surface mail and e-mail. The content of
the main survey instrument focused upon medical and prescription benefits and district health
insurance policies and practices. Accordingly, the questionnaire contained 82 questions that
addressed organizational health plan policies and practices (18), medical insurance plans (28),
pharmaceutical insurance plans (19), dental insurance plans, (11) and vision insurance plans (6).
An additional insurance form was included in the survey package to capture information on
medical and pharmaceutical insurance plans offered by employers.

Survey recipients received advanced notification by surface and e-mail, and received several
follow-up reminders throughout the first quarter of 2009. Due to state budget cutbacks,
institutional responses were entered by hand by Sarah Favinger (SERB) and Jon Brescia (SEHCB).
Standard research procedures regarding data management (Ott, 1993) and screening (Mertler
& Vannatta, 2002) were followed. Data analysis was conducted in SPSS Statistics 17.0.

Of the 723 school districts and educational service centers that received the survey instrument,
617 provided responses to SERB, with 21 classified as unusable. Thus, the response rate of
school districts and educational service centers was 82 percent (n = 596) representing 254,428
employees eligible for medical insurance benefits. Table 1 details the response pattern by
Board of Education region and employer type. In the text and tables which follow, the number
of organizations or plans will change depending upon the response rates per question.

Table 1: Response by institution type and region

Board of Education Region
0 1 2 3 4 5 6 7 8 Total

Employer City 19 24 17 10 27 9 6 15 30 157
Type JVSD 6 5 4 4 4 4 0 8 7 42
Local 38 29 36 50 29 33 28 37 39 319
ESC 3 3 5 7 7 4 2 5 3 39
Ex Vill 5 3 7 5 5 2 2 6 4 39
Total 71 64 69 76 72 52 38 71 83 596

Generalizations to Ohio school districts and joint vocational school districts not responding to

this survey instrument could be accurate given the results of a calculation of the required

sample size for this population.Pf S &S 4SS GKS aSOlA2y ibtfel AGE SR
Appendix for details.



Health Insurance Benefitand the Organization

The functional approach to the design of employee benefit programs refers to a purposeful

process of selecting employee benefit programs on the basis of employee risks and needs
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approach advances the notion that different types of organizations require different

compensation packages to attract and retain employees. To create a package appropriate to an
organization, this approach advocates that employers design a system of benefits that align

benefits with employee and organizational needs. When gaps or overlaps in benefits occur

between functional categories, the organization modifies the selection available by changing

benefits or offering choice through a cafeteria-style program. Thus, health insurance expenses

are covered through health insurance plans, flexio £ S A LISY RAYy 3 | OO2dzyda |
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compensation, and short- and long-term disability plans; while death expense benefits are

provided through life insurance plans, 403(b) and 457(b) plans. This report focuses upon the

health insurance plans that are offered to employees, recognizing that the breadth and depth
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program offered by employers.
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Health benefit offer rates

When asked about the breadth of health insurance plans that were available to the employees
of school districts and educational service center employers, 100 percent of respondents

(n = 595) offered medical insurance, 95 percent (n = 562) offered pharmaceutical insurance,
98 percent (n = 581) offered dental insurance, and 66 percent (n = 393) offered vision
insurance coverage.

In addition, 76 percent (n = 441) of employers offered a flexible spending account to
employees; 60 percent (n = 264) offered premium pass-through coverage, 86 percent (n = 381)
offered a medical and dental account, and 76 percent (n = 337) offered a child and dependent
care account. Seventy-seven percent of employers (n = 323) offered flexible spending accounts
on a 12-month basis (77 percent); 23 percent (n = 96) offered coverage for 14 %3 months. Ten
percent (n = 43) of employers contributed to employee accounts; median reported contribution
levels were S500 for single (n = 35) and $800 for family contracts (n = 12).

Employee coverage, eligibility and participation

In order to address treatment costs arising under the health insurance plans it offers,
employers can use several strategies at the plan level to reduce total plan expenditures. Of all
the plan management strategies discussed in the literature (see, for example, the discussion of
eligibility, networks, gatekeepers, and pre-authorization policies covered in Santerre & Neun,
2000), organizational eligibility policies remain one of the strategies most appropriate for



analysis within a statewide survey instrument. Thus, questions regarding part-time and full-
time eligibility provisions and the treatment of dependents were addressed within the survey
instrument.

In the present case, eligibility refers to the date upon which an individual becomes entitled to
benefits under a health insurance plan. In the case of full-time employment, some employers
declare an individual to be eligible upon the date that they are hired. In other cases, an
employer may declare them to be eligible on the first day of the month following their
employment. In still other cases, a longer waiting period may be required. For part-time
workers, eligibility can be based on the number of hours worked per day or per week.
Oftentimes employees may have access to the benefits offered by the employer, but may have
to pay a larger amount of money than full-time workers for the same benefits.

For dependents of employees, state and federal law allows public employers to encourage the
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et seq.). If the health plan sponsor offers a fully-insured plan, it would appear as though a
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health insurance at their own place of employment would be impermissible under O.R.C. §§
3901.21(m) and (v). Given that self-insured plans do not fall under the authority generally of

the Ohio Department of Insurance, it would seem as if these provisions do not apply to self-

insured programs.

Here we examined a variety of such eligibility questions. Eighty-two percent of school districts

and educational service centers offered health insurance coverage to part-time employees

(n = 475). For full-time employees, eligibility began on the date of hire for 64 percent of

employers (n = 373), on the first day of the month following the date of hire for 28 percent of
employers(nI' McmMO0ZX YR I FGSNI x on nRilpSavenp@ddtai LIS
employers (n = 39) provided some other eligibility policy (e.g., first day of actual labor,

retroactive to first date of month of hire, etc.).

Forty-nine percent of school district and educational service center employers offered a cash
payment to employees who waived their right to health insurance coverage if they had access
to another medical insurance policy (n = 283). Across the population, 7,413 employees chose to
waive health insurance. The median amount received by these employees was $1,000 for a
single contract (n = 47) and $2,000 for a family contract (n = 46). When the amount of the
waiver was dependent upon the premium or funding level of the plan offered by the district,
the median percent of the premium or funding level that was offered as a waiver was 25
percent (n =10).

The treatment of spousal eligibility was also queried in the survey. Overall, 69 percent (n = 406)
did not address the issue with their employees. Of those that did, nineteen percent of school
district and educational service center employers (n = 111) required spouses to take their
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another firm, 10 percent (n = 61) offered an incentive, and another 1 percent (n = 7) charged

7
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Health benefit procurement

The primary driver of cost management is the procurement process through which the services
of a health insurance consultant and health plans are purchased. Procurement is the process
through which an entity acquires goods and services to use in support of its mission. In this
context, procurement refers to the process through which school districts and educational
service centers obtain health insurance plans from the market (e.g., independently from health
insurance companies or through a consortium of other districts). All school districts and
educational service centers are governed by laws that dictate procurement processes for a
variety of goods and services save health insurance; school districts and educational service
centers (and their joint purchasing arrangements) are not required by law to enter into a formal
procurement process in order to obtain health insurance coverage on behalf of their
employees. The procurement process is founded on the axiom that competition lowers prices.
In order for competition to occur, qualified vendors must be able to compete against one
FYy20KSNJ F2NJ I 3I32@8SNYYSyiQa odzaiySaa Ay F Fl AN
services can be clearly and openly judged. Markets of this type feature competitive bids or
proposals. The process of securing competitive bids or proposals is intended to force vendors to
compete openly with one another on the basis of quality and cost rather than favoritism or
personal gain.

Formal procurement process

In the public sector, the process of procurement is governed by statute and informed by

administrative regulations. This is done to ensure taxpayers that the process is fair, open and
AYLINGAFE® ¢2 | OKASO®S GKA& 321 t3X GKS blFidA2ylf§
Local Government Purchasing Organization Principles and Practices (2001) recommends that

state and local governments engage in a formal procurement process such as competitive

sealed bidding or competitive sealed proposals over certain dollar thresholds. Such thresholds

vary from state to state, with the median value set at $20,000 (National Association of State

Purchasing Officials, 1999). The threshold may be lower within a state from government to

government, but the principle remains the same: Competition reduces the final price of a good

or service.

A framework for the development of formal procurement policies and regulatory codes for
local governments is offered by the American Bar Association (ABA, 2000) and the State of Ohio
(O.R.C. § 125.05). However, state laws which have previously and currently address school
district health insurance (e.g., O.R.C. §§ 9.833, 167) have not required school districts to utilize
a formal procurement process like the one required of other governmental agencies under
state regulation (i.e., O.R.C. § 125.05). School district and educational service centers were



asked if they were required by law, regulation or policy to use a formal, competitive bid or
proposal process in the procurement of its health insurance plans; 32 percent answered
affirmatively (n = 176).

Health insurance placement

School districts and educational service centers may procure health insurance through the
services of a health insurance agent who is empowered by the state to sell or negotiate
insurance on behalf of employers; employers may also seek the counsel of a health insurance
consultant who may offer advice but is not empowered to sell or negotiate insurance (i.e.,
O.R.C. §§ 3905.01, 3905.02). When school district and educational service centers were asked if
they worked with an independent health insurance broker, consultant or agent in the
procurement of their health insurance programs, 80 percent (n = 465) responded affirmatively.
Here it should be noted that 69 percent of school districts and educational service centers
participated in a joint purchasing arrangement; thus, many of these employers may not have
direct control over aspects of health insurance broker, consultant or agent contracting.

While health insurance brokers are typically compensated through the health insurance
company whose coverage is offered to employers, additional forms of compensation are also
available to them in the form of bonuses, awards and contingent commission payments that
are based on the business relationship of the agent and health insurance company. Health
insurance consultants are typically compensated by the employer through a fee for service
arrangement. If a health insurance agent is working with a public entity, state law (i.e., O.R.C. §
3905.56) requires health insurance agents to document that the employer acknowledges that
additional compensation may be received by the agent.

Those school districts and educational service centers that indicated that they worked with an
independent health insurance broker, consultant or agent in the procurement of their health
insurance programs were asked how that person was compensated. Of those that responded,
55 percent (n = 243) indicated that the person was compensated on a fee-for-service basis,

14 percent (n = 63) indicated that the person was compensated as a percentage of the health
insurance premium through the health insurance company, 1 percent (n = 6) indicated that the
person was compensated as a percentage of the health insurance premium and was also given
a fee, and 30 percent (n = 132) did not know the compensation basis of the independent health
insurance broker, consultant or agent they employed. Fewer still were able to report the
compensation amount of the independent health insurance broker, consultant or agent they
employed. Here it should also be noted that 14 employers reported the use of 2 health
insurance brokers, consultants and agents.

When school districts and educational service centers that purchase insurance through a joint
purchasing arrangement are removed from the database, the median price paid for health
consulting by school employers that purchase insurance independently (n = 88) was $36,211
with a median medical plan enrollment of 232 employees (n = 188).



Joint purchasing arrangements

Joint purchasing arrangements 0 O2 YY 2 Yy f @ NB F S NN Ghio sctbol districts® O 2 y & 2 NJ
and educational service centers typically occur through O.R.C. § 167, the legal framework for

regional councils of governments. This framework provides few regulations for the provision of

such arrangements, resulting in considerable variability in their leadership, decision-making

capacities, funding level requirements, reserving practices, auditing standards, procurement

policies and practices, contracting requirements, indemnification and release agreement

requirements, analysis and evaluation capacities, transparency practices and withdrawal

policies. Little information on these variables is available at this time across consortia.

Sixty-eight percent of school district and educational service center respondents (n = 394)

indicated joint purchasing arrangement participation for health insurance procurement. Forty-

two (42) separate consortia were identified in this survey instrument. In comparison, the 2006

survey conducted by Mercer at the direction of the School Employees Health Care Board found

39 (Mercer Health & Benefits, 2006). The largest consortia in the state continue to be the

Southwestern Educational Purchasing Council, the Stark CountyScho2 f 4 Q / 2 dzy OAf 2 F
Governments and the OME RESA Health Benefits Consortium. The remaining consortia are

much smaller, and tend to be clustered among smaller, regional purchasing pools with > pgz ¢

10 and 11 ¢ 15 employers in descending order of frequency (Figure 1).

Figure 1: Number of employers per consortium (reporting on survey)
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Labor-management health insurance committees

According to the SERB contract database (available via http://www.serb.state.oh.us/), about
90 percent of school districts and educational service centers in Ohio are unionized. When the
parties to a collective bargaining agreement face a complex issue that is difficult to address
during the compressed time period of negotiations, they may choose to address the issue by
the use of a joint labor-management study group that takes up the issue during the term of the
new contract.



http://www.serb.state.oh.us/

This group, which may engage the services of an outside consultant who is knowledgeable in
the area under consideration, functions to develop a solution set of alternatives for both parties
to consider. The probability that the group will achieve a successful outcome is raised when the
issue is given time for study, and increases as the group gets to work soon after negotiations
conclude and as the membership has the capacity and inclination to meet its mission (Sloane &
Witney, 2010, page 216). Fifty-five percent of school district and educational service center
respondents (n = 314) indicated that they had a formal labor-management health insurance
O2YYAGGSS Ay LI IFOS GKIFG FraaradSR Ay GKS

Worksite wellness programs
Worksite health promotion programs are an essential component of systematic efforts to

reduce health care costs. A comprehensive worksite health promotion program, as defined by
Healthy People 2010, contains five elements: health education, supportive social and physical
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like employee assistance programs and other programs to help employees balance work and
family, and worksite screening programs (U.S. Department of Health and Human Services,
2000). Table 2 illustrates the variability observed in the frequency with which various
components of such programs were offered. While 46 percent of all school districts and
educational service centers reported the existence of an active worksite wellness or health
promotion program (n = 265) 5 percent (n = 30) met the Healthy People 2010 definition of a
comprehensive worksite wellness or health promotion program.

Table 2: School district and educational service center worksite wellness program components

Program Component Examples Percent
Screening Programs Blood pressure, blood cholesterol screening

programs. 77
Health Education Education or counseling opportunities relative to

physical activity, workplace injury prevention. 72
Supportive Social and Physical Policies against tobacco use, classes or
Work Environment counseling on nutrition or fitness. 68
Related Programs Employee assistance, work/family, occupational

safety and health programs, etc. 45

Integration of Worksite Program
into the Organization's Structure  pedictated staff, office or budget 19




Medical Insurancé?lans

Medical benefits are available in a number of different designs that impact access, utilization

and costs. For fully-insured plans, medical benefits are typicallyf A 8 G SR Ay (KS WaoOKS
0SYSTAGUAQ 2F GKS KSIFfUOGK LI Iy @pddakegede@lyiSd ¢ KS
not negotiable; typically, an employer simply selects patient costs (e.g., co-payments,

coinsurance) from a range provided by the health insuring corporation or life and health

insurance company. For self-insured plans, medical benefits areoftenRS G Af SR Ay (KS
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offered by an employer within a self-insuredplanR2 S& y 20 KIFI @S (G2 O2y il Ay
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Best practices

In the 2007 biennial budget bill signed by the Governor of Ohio, all health insurance plans

offered to school district employees fell under the jurisdiction of the School Employees Health

Care Board (SEHCB): O.R.C. § 9.901 requires all school district and educational service centers
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practices were identified by the Board and filed with the state for release on January 1, 2009.

Under the law, twelve months after the release of best practice standards by the SEHCB, all

health care plans that are issued or renewed after the expiration of any applicable collective

bargaining agreement(s) must contain the best practice standards.

The initial SEHCB best practices are as follows:

1) All health plans subject to O.R.C. § 9.901 shall include a wellness or healthy lifestyle
program. According to O.A.C. § 3306-2-02(F),awSt f ySada 2NJ KSI ft G4 K& AT
means a program that consists of a combination of activities designed to increase
awareness, assess risks, educate, and promote voluntary behavior change to improve
the health of an individual, encourage modifications of his or her health status, and
enhance his or her personal well-being and productivity, with a goal of preventing illness
and injury.

2) All health plans subject to O.R.C. § 9.901 shall include a disease state management
program. According to O.A.C. § 3306-2-02(G),6dA a S aS YI yI 3SYSyGé¢ YS
that includes both education and support activitiesdesignS R G2 Ay ONBI &S AyR
awareness and understanding of their disease(s), promote voluntary behavior change,
improve self-care, with the goal of preventing or managing complications associated
with targeted chronic diseases.
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3) All health plans subject to O.R.C. § 9.901 shall include access to institutions and
providers offering demonstrated clinically superior health care for complex medical
conditions. According to 0.A.C. § 3306-2-02(H), &t A YA OF £ f & & dzLJISNR 2NJ KS|
medically necessary procedure, process, activity or treatment plan that has
demonstrated greater effectiveness than competing procedures or treatment plans in
producing positive clinical outcomes and financial results.

4) All health plans subject to O.R.C. § 9.901 shall undertake periodic dependent eligibility
audits. According to 0.A.C. § 3306-2-02()),a6dS LISY RSy G St AIA0Af A& I dz
process which reviews the eligibility requirements of a health care plan and verifies the
eligibility of all dependents currently receiving benefits under the health care plan.

The survey instrument contained questions that sought to identify whether or not each medical
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practices; the definition in law was given in each case. Table 3 contains the results of each of

these queries. Overall, BP3 (access to clinically superior care) had the highest incidence in the

population of all school district and educational service center medical insurance plans.

Table 3: Frequency of best practices in public school employer health plans

Best Practice Percent
Health plan includes access to clinically superior care 89
Health plan includes disease state management program 73
Health planincludes a wellness or healthy lifestyle program 63
Dependent eligibility audit conducted during the past 3 years 48
Health plan includes all four best practices 21

Thus, those best practices which address the health insurance products offered by public school
employers would seem to be prevalent in the school district market; the one best practice that
deals with a process (i.e., dependent eligibility audits) has been addressed by slightly less than
half of the public school employers.

The first 3 best practices are designed to impact employee health status, while the fourth is
aimed at employer costs. A Mann-Whitney U test was run to identify significant differences
between the distributions of unadjusted family medical insurance plan costs in the sample of
medical insurance plans that had conducted dependent eligibility audits versus those that had
not done so. A significant difference in family medical insurance plan costs were found between
plans that had conducted dependent eligibility audits (n = 272) versus those that had not done
so (n=295),z=-3.121, p = .002.



Medical plan choice

Districts and educational service councils were initially asked to identify the number of medical
plans that were made available to employees as of January 1, 2009. Sixty-seven percent of
those answering the question indicated that one plan was offered to employees (n = 396); 33
percent offered employees a choice of 2 ¢ 5 plans (n = 198). Here it is appropriate to note that
health plan participants that are given a choice at enrollment tend to have higher health plan
satisfaction levels than those who have no choice (Ullman, Hill, Scheye & Spoeri, 1997).

Medical insurance plan designs

Medical plan designs vary in the extent to which they allow health plan participants to choose
their own providers, share in medical costs and actively manage the health of plan participants.
Traditional plan designs (base medical and major medical plans) offer a greater choice of
providers, lower patient cost-sharing and lower active health management. Managed care
designs ((health maintenance organizations (HMO), point-of-service plans (POS) and preferred
provider organization plans (PPO)) restrict provider selection, increase patient cost-sharing and
advocate active health care management. Consumer-driven health care plan designs (high
deductible health plans coupled with a health savings account (HDHP/HSA) or health
reimbursement account (HDHP/HRA)) can be considered managed care plan designs with
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substantial patient cost-sharing A ¥
forthcoming.

Many health and life insurance surveys of Ohio public employers require respondents to
indicate the type of medical insurance plans offered to employees. Historically, these
guestionnaires have indicated that preferred provider organization plans are offered to their
employees more often than competing plans. Table 4 illustrates the variability associated with
health plan designs available in 2009 to the employees of Ohio school districts and educational

service centers.

Table 4: Medical insurance plan design distribution

Employer Type

Ex

City Local Vill JVSD ESC Total Percent

Base Major Medical 5 11 0 0 1 2%
Comprehensive Major Medical 18 31 4 5 8%
Preferred Provider Organization 165 352 43 45 41 76%
Point of Service 11 10 0 0 0 3%
Health Maintenance Organization 20 20 5 3 2 6%
High Deductible Plan with HSA or HRA 22 25 2 3 2 6%
241 449 54 56 52 100%
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As can be seen in Table 4, the most common (76 percent) plan design available to school district
employees across employer type is the preferred provider organization (PPO). Traditional plan
designs which typically do not offer the opportunity for provider discounts account for

10 percent of plan designs, while managed care plans which employ greater access restrictions
such as point of service (POS) and health maintenance organization (HMO) plans comprise 9
percent of plans. Similarly, high deductible plans that feature a health savings account (HSA) or
health reimbursement account (HRA) account for 6 percent of the medical insurance plans in
the public school market.

Enrollment and risk stratification

The questionnaire required treasurers to answer several questions regarding enrollment,
including the number of employees who were eligible to take the plan, the number of
employees who participated in the plan, and the contract offered by the employer and chosen
by the employee (i.e., single, single plus child, single plus spouse, family).

Premium contributions are typically divided by single and family contracts. This is due to risk
stratification, or the practice of letting expenses be dictated by the probability of loss
associated with contracts. While school districts and educational service centers have
historically offered a two-tier contract framework, others offer multiple tiers. The vast majority
(93 percent) of school districts and educational service centers reported data using a two-tier
contract system (i.e., single/family) rather than a four-tier contract system (i.e., single, single
plus child, single plus spouse, family) for medical plan participation.

If the distribution of health plan participants in this population is viewed through a four-tier
rate system, 30 percent are enrolled in a single contract, 5 percent in a single plus child or
spouse contract, while 65 percent are enrolled in a family contract. If those who are in a single
plus child or spouse contract are considered to be in a family contract in a simple two-tier
system, the single/family enrollment split becomes 30 percent single to 70 percent family in
this distribution.

Take-up rates

Within the distribution of medical plans that were accompanied by enrollment data, the
median take-up rate (the number enrolling in a plan divided by the number eligible to take the
plan) among all medical health insurance plans offered by districts and educational service
councils was 75 percent (n = 793).

Prior research in other markets indicates that higher premium contributions are associated with
lower take-up rates (Gabel et al., 2003; Holahan, 2003; Kaiser Family Foundation, 2007). Those
who choose not to enrollinthe S Y LI 2 & S NJpIan ar¥tBoRght &lfirfid health insurance
GKNRdzZAK GKS AYRAGARIzZE £ KSI briagublidplas aztbdosé © S
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go without medical insurance altogether. A non-parametric test of association between
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the amount required by the employer for a premium or funding level contribution as well as the

managed care out-of-pocket maximum levels.

In this market, a small but significant negative correlation between the medical insurance LJt I Yy Q &
take-up rate and the single employee premium contribution (7; =-.08, 2-tailed p <.01), and

family premium contribution (7, =-.08, 2-tailed p < .01) was found, indicating that as single and

family employee premium contributions rise, employee participation tends to fall. This confirms

the findings of the aforementioned prior research in this area.

Similarly, a small but significant negative correlation was found between the medical insurance

LI | Y Qup ratié 4nd t&e single network out-of-pocket maximum (t,, = -.23, 2-tailed p < .01)

and family network out-of-pocket maximum (7, =-.22, 2-tailed p < .01) was found. Moreover, a
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up rate and the non-network out-of-pocket maximum (t; = -.20, 2-tailed p < .01) and family

non-network out-of-pocket maximum (7, =-.21, 2-tailed p < .01). This means that as single and

family out-of-pocket costs rise, employee participation tends to fall. This confirms and extends

the findings of the Ohio Education Association (Gascon, 2008), and merits additional research.

Loss financing

In the context of loss financing, the survey instrument contained an item that required

respondents to indicate if the medical plan(s) offered by the employer was fully-insured or

self-insured. Depending upon the loss financing strategy undertaken by an organization in the

context of its risk management plan, an employer may choose to procure a fully-insured or self-

insured health plan. This decisionis rootedinGt KS 2 NHI YAT I GA2y @& dzy RSNRG |

Briefly, within the parameters of risk management, organizations can choose to retain or
transfer risks (Stone, 2005). If an employer determines that the financial burden of a risk is
large or difficult to estimate with a high degree of accuracy, the organization can transfer the
risk to a third party. In this context, organizations that transfer risks from employee health
insurance procure a fully-insured health insurance policy on behalf of its employees through a
life and health insurance company or health insuring corporation. If, on the other hand, an
employer determines that it can assume a risk, it can finance the loss itself. In this context,
organizations that retain employee health care risks procure a self-insured health insurance
policy on behalf of its employees through an administrative service arrangement with a life and
health insurance company, health insuring corporation or third party administrator, and obtain
insurance for high claims through stop-loss insurance.

Historically, within the context of Ohio law and regulations, fully-insured and, to a lesser extent,
self-insured health plans offered by public school districts have been governed by the statutes

enforced6 @ (GKS hKA2 S5SLINIYSYG 2F LyadaNIyOSed 2 AGK
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regulations of the SEHCB, the breadth of the state regulatory umbrella has increased (Carey,
2008).

The decision to transfer or retain the risks associated with employee health care is composed of
many factors. The first that many employers consider is the predictability of health insurance
expenses. If health insurance costs are variable, organizations may choose to purchase
insurance to minimize the risk of loss should those costs rise above the level expected by the
organization. If, however, health insurance costs can be predicted with a high degree of
accuracy, an employer may choose to self-insure a health plan. Predictability is a function of the
size of the group and the number of years of claims experience within the population. Generally
speaking, statistical predictions of health insurance costs are more accurate with larger groups
as opposed to smaller groups of people. Similarly, the accuracy of predictions increases as the
amount of data on the group increases.

Once cost predictability is taken into consideration, employers must examine the administrative
and legal framework associated with risk retention and transfer. Health plans that are fully-
insured financial arrangements are responsible for providing health plan administration,
benefits and insurance to employers. This means that the insurance company is responsible for
settling health plan disputes brought forward by employees, identifying benefit plans that
comply with the list of mandated benefits required by the state, and providing insurance for
individuals and the group as a whole. The plan is subject to Ohio law and regulation, and
employees have rights which are guaranteed by the courts.

Health plans that are self-insured are not typically governed by the insurance laws and
regulations of the state, but are governed by the Employment Retirement Income Security Act
of 1974 (ERISA). However, non-Federal (state and local) government plans are not covered by
ERISA (see 29 U.S.C. § 1003(b)(1)), and therefore, remain under the limited regulation of the
state. Non-Federal governmental employers who self-insure benefits may also elect to exempt
their plans from the Health Insurance Portability and Accountability Act (HIPAA) and its
amendments: The Newborns' and Mothers' Health Protection Act of 1996, the Mental Health
Parity Act of 1996, and the Women's Health and Cancer Rights Act of 1998. Fully-insured plans
must also adopt the mandated benefits of the state, a fact which causes many of these plans to
experience higher costs than their self-insured counterparts. While initial research (Jensen &
Morrisey, 1999) indicated that such mandates might have a negative impact on health
insurance premiums, employee wages and insurance coverage, a recent research review
demonstrate that these findings are still inconclusive (Monheit & Rizzo, 2007).

Lastly, employers must take their cash-flow needs into account. In a self-insured arrangement,

employers pay for claims as they are incurred rather than paying premiums to an insurance

O2YLIl ye olaSR dzakRy | ofSyR 2F (G(KS 2NAHIFYATFGAz2
This reduces their surcharge and tax basis, which lowers the administrative fees captured by

health insurance companies or health insuring corporations. This money can be invested in

short-term savings vehicles to augment the cash reserves of employers by building reserves

above and beyond those needed for incurred but not reported claims (see O.R.C. § 9.833(C)(1)).
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When the health plan participant is large and stable, significant health plan savings can be
realized by self-insuring organizations (Park, 2000).

Respondents to the question indicated that 69 percent of school districts and educational
service centers retained medical health insurance claim risks by self-insuring their medical
health insurance plan (n = 394); 31 percent transferred the risk to a third party (n = 179). When
loss financing strategy is looked at in the context of consortia participation, it can be seen that
81 percent (n = 315) of those employers who chose to self-insure their medical plan benefits
did so in the context of a consortium, whereas 63 percent (n = 112) of those that chose to fully-
insure their health plans did so independently.

Market share of medical insurance plan administrators

Across all medical plans, several health insurance companies and third party administrators
comprise the bulk of the Ohio school district medical plan market. In the self-insured market,
the top three plan administrators named by respondents to the survey included Medical
Mutual of Ohio (38 percent), Anthem Blue Cross & Blue Shield (15 percent) and Allied Benefit
Systems (11 percent); a dot plot chart (Cleveland, 1984) reveals the skewed nature of the
market in Figure 2.

The top three health insurance companies identified by respondents who offered fully-insured
medical health plans were Anthem Blue Cross & Blue Shield (34 percent), Medical Mutual of
Ohio (28 percent), and United Healthcare of Ohio (15 percent). Figure 3 reveals the relative
concentration of plan administrators in the fully-insured medical insurance plan market?. In the
fully-insured medical insurance plan market of school districts and educational service centers,
75 percent of the market is controlled by 3 health insurance companies.

These market share statistics should be noted with caution, however; in addition to the fact
that this questionnaire is associated with an 82 percent response rate, 9 percent of the medical
insurance plans identified in the survey did not include the name of the health insurance
company or third party administrator.

'¢kS OFGSI2NE Wttt 20KSNRQ NBTSNE (2 (K2aS8 I RYAYAad NI G2
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Figure 2: Percent of self-insured medical insurance plans by administrator

Medical Mutual o
Anthem BC/BS o
Allied Benefit Systems o
Aultcare o
Benefit Services Inc. o
Coresource o
Self-Funded Plans Inc. o
EBMC (e}
United Healthcare o)
Klais and Company (o

All others )

Figure 3: Percent of fully-insured medical insurance plans by administrator

Anthem BC/BS o
Medical Mutual o
United Healthcare o
Humana o
Paramount Health Care o
Aetna o
Kaiser Permanente o
Health Plan of the UOV o

All others o)

Medical health insurance premiums
Empirical analyses of employer health plan prices demonstrate that the most important factor

accounting for health plan premium variability after adjusting for demographic differences is
treatment costs (Eichner, McClelland & Wise, 2000). Treatment costs, in turn, can be thought of

15



as utilization multiplied by the cost paid per medical service unit. When comparing health

insurance premium data between plans, it is essential to examine aggregate utilization and the
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plans to be valid. At the present time, such data collection was not possible through this survey
instrument, though it may be possible in the future through the operations of the SEHCB and its

Advisory Committee (see O.R.C. § 9.901(L)). However, a global examination of the unweighted,

unadjusted costs that school districts and educational service centers pay for medical insurance

plans is offered in Table 5.

In Table 5, medical and prescription drug insurance premiums/funding levels are presented for
those medical and prescription drug plans that bundle such costs together (n = 727); Table 6
presents data for the 98 plans which indicated a prescription drug insurance plan carve-out and
provided both medical and pharmaceutical insurance plan premium/funding level data.

In both tables, plan numbers (n) represent the lowest number of medical insurance plans for
which data on each variable in the record were available; estimates for larger sample sizes tend
to be more precise. Information on cells with less than 5 plans was not presented. An asterisk
(*) signifies statistical significance (p < .05, 2-tailed). Employer and employee contributions do
not sum to the total premium figure given per record; each represents the median of its own
distribution.

Thus, in Table 5, within Ohio Board of Education regions (see Appendix for a map of the
counties within each such region), the least costly medical insurance plans were associated with
region 7 (East Central); the most costly covered employees in region 5 (South Central). The least
costly medical insurance plans within employer type were associated with educational service
centers; the most costly were those that covered joint vocational school district employees.
Costs by ADM category were variable. High deductible plans without an employer contribution
G2 SYLX 28SSaQ KSI f (rKealth teiburgemhént atcddrd @iRIx)wiare thel { | 0 2
least costly medical insurance plan, while the most costly were associated with base medical
and major medical plans. Finally, self-insured medical insurance plans and those that were
purchased through a consortium were found to be less costly than fully-insured plans or those
that were purchased independent of a consortium. The median single medical insurance plan
cost $420 in total, while the median family plan cost $1,078; median employee contributions
were 9 percent for single and family coverage.

16



Table 5: Monthly median bundled medical and prescription drug plan premium/funding levels

n

BOE Region* 0 - Central 80
1 - Southwest 97
2 - West Central 80
3 - Northwest 107
4 - North Central 72
5-South Central 57
6 - Southeast 36
7 - East Central 98
8 - Northeast 91
Employer Type  City 185
Local 395
Ex Vill 44
JVSD 46
ESC 45
Plan Design* Base 15
CMM 49
PPO 537
POS 17
HMO 40
HDHP* 7
HDHP’ 44
ADM < 1,000 163
1,000 - 2,499 267
2,500-9,999 217
X MnxZnnn?20
Joint Purchasing* No 154
Yes 326
Self Insured* No 223
Yes 471
Aggregate 718

$

Single
Employer Employee
373 S 50
364 43
346 40
376 33
386 39
462 45
456 45
371 32
395 25
393 S 37
380 38
365 37
376 39
363 44
455 S 51
379 34
386 39
406 32
375 39
259 29
416 25
376 S 37
387 38
384 37
397 34
407 S 39
387 39
398 S 39
379 37
384 % 38

$

$

$

Total
442
415
396
414
408
535
497
391
423

431
418
413
417
410

544
406
425
452
425
292
450

412
435
406
443

458
425

450
406

420

Family
Employer Employee  Total
$ 978 & 188 S 1,193
919 111 1,081
885 127 1,023
974 91 1,078
937 101 998
1,162 152 1,311
1,058 122 1,220
902 79 949
1,022 58 1,080
$ 973 $ 91 1,081
964 100 1,078
903 107 1,073
993 122 1,110
890 132 1,053
$ 1,094 $ 122 1,332
928 81 987
965 108 1,081
1,053 107 1,229
1,017 99 1,151
794 74 804
1,018 74 1,094
$ 949 S 116 1,073
973 106 1,104
957 93 1,067
980 99 1,140
$ 1,019 $ 111 1,163
973 108 1,081
$ 1,007 $ 120 1,151
940 97 1,029
$ 962 $ 100 1,078

' No employer contribution to employee account.

2 Employer contribution to employee account; median was to $1,125 to single and $2,000 to family accounts.

Asterisk (*) denotes statistical significance (p <.05, 2-tailed).
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Using the data in Table 5, Mann-Whitney U tests were run to test for differences between fully-
and self-insured medical plan costs and between those plans that were administered through a
joint purchasing arrangement and those that were administered independently. A significant
difference in single medical insurance plan costs were found between fully-insured (n = 253)
and self-insured (n = 566) plans, z=-4.572, p = .000. Similarly, a significant difference in family
medical insurance plan costs were found between fully-insured (n = 255) and self-insured

(n =564) plans, z =-6.555, p =.000. When Mann-Whitney U tests were run on the joint
purchasing arrangement variable, a significant difference in single medical insurance plan costs
were found between independently purchased (n = 183) and jointly purchased (n = 390) plans,
z=-3.218, p =.000. Similarly, a significant difference in family medical insurance plan costs
were found between independently purchased (n = 183) and jointly purchased (n = 388) plans,
z=-3.789, p =.000.

Kruskal-Wallis tests were also run to test for differences between three or more independent
groups (employer type, Board of Education region and medical plan design) on the data
presented in Table 5. No statistical difference in the distribution of samples of plans offered by
employer types was observed in either the single medical insurance premium (y? = 1.841 (4,

n =842), p =.765) or family medical insurance premium (x% = 3.033 (4, n = 842), p = .552).
However, within the medical insurance plans grouped by Board of Education region, significant
results were found in both single (y? = 120.332 (8, n = 842), p = .000) and family medical
insurance premiums (x? = 140.503 (8, n = 842), p = .000). Similarly, within the distribution of
medical insurance plans ordered by plan design, significant results were found in both single
(x?=44.069 (5, n=733), p =.000) and family medical insurance premiums (x? = 45.416 (5,

n =733), p =.000). Median tests confirmed each of the Kruskal-Wallis test results.

These tests were also run on the distribution of plans which carved out the prescription drug
insurance plan from its medical insurance plan costs (Table 6). Significant differences were
found between Board of Education regions on single medical insurance premium/funding levels
(x* =15.325 (6, n = 99), p =.018) and family medical insurance premium/funding levels
(x?=12.964 (6, n =99), p = .044), as well as between plan designs and single medical insurance
premium/funding levels (xy? = 6.231 (2, n =99), p = .044).

In order to present medical and prescription insurance employer costs in a standardized

manner, the dataset was restricted to medical plans which included prescription drug costs

bundled into its medical premium or funding level, included data on both single and family

enrollment, and which funded such plans on a two-tier basis (i.e., single and family). The
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multiplied by the appropriate enrollment level and divided by the total number of employees

enrolled in each plan. Thus, the 2009 per employee per year (PEPY) median cost for bundled

medical and prescription drug coverage among school districts and educational service centers

derived in the manner described above was $9,668 (n = 595).
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Table 6: Monthly median medical and prescription drug plan premium/funding levels where
LINS & ONR LJG A 2y R NE2IzIAQ 2dENI(yKDBS YASER AUWD0 [ NIAS/Ra dzNT y O S

Single Family
n  Employer Employee Total Employer Employee  Total
BOE Region* 0 - Central 6 S 484 S 46 S 542 $ 1,208 S 146 S 1,385
2 - West Central 9 433 33 466 1,071 74 1,146
4 - North Central = 22 391 51 460 1,021 118 1,117
6 - Southeast 7 572 39 623 1,263 104 1,476
7 - East Central 20 372 14 387 1,042 38 1,055
8 - Northeast 34 407 21 437 1,031 57 1,088
Employer Type  City 39 § 404 S 29 ' § 445 S 1,022 S 75 $§ 1,127
Local 42 424 30 466 1,042 75 1,138
Ex Vill 7 443 25 502 1,089 57 1,201
JVSD 9 381 20 423 973 50 1,042
Plan Design* CMM 10 392 33 485 1,069 82 1,254
PPO 85 419 29 465 1,042 75 1,146
ADM < 1,000 20§ 419 S 31 § 466 S 1,042 S 75 S 1,146
1,000 - 2,499 51 418 23 466 1,042 62 1,130
2,500-9,999 25 408 28 446 1,052 75 1,157
Joint Purchasing No 25 S 431 S 32§ 470 S 1,095 §$ 81 S 1,186
Yes 59 417 30 465 1,031 75 1,127
Self Insured No 21 S 404 S 33 S 445 S 1,079 S 84 S 1,184
Yes 77 417 27 465 1,042 63 1,130
Aggregate 98 $ 417 $ 29 $ 465 $ 1,042 % 75 $ 1,146

Asterisk (*) denotes statistical significance (p <.05, 2-tailed).

In addition to the fixed cost of a premium contribution that were reported on in Table 5 and 6,
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variable costs that are triggered when health services are utilized; e.g., co-payments,

deductibles, and coinsurance. Typically, only deductibles and coinsurance count towards a

KSIFf GdK Ay a dzNdpyckeSnaxidiurh; yhéseare Rludzibted in Tables 7 and 8. In those

tables, the out-of-pocket maximums include the cost of the deductible. Please further note that
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include preferred provider organizations, point of service plans, health maintenance

organizations, and high deductible health plans with a health savings account or health

reimbursement account. Survey participants were also asked to identify the copayments that

were associated with each of the medical insurance plans offered by their organization; the
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median office visit charge was reported to be $15 (n = 746); emergency room visits (if not
admitted), S50 (n = 688); and urgent care visits, $20 (n = 664).

Table 7: Traditional medical insurance plan variable costs

Single Family n
Coinsurance 90% 120
Deductible $100 $200 120
Out-of-Pocket Max S600 $1,200 122

Table 8: Managed care medical insurance plan variable costs

In-Network Non-Network
Single Family  Single Family n
Coinsurance 90% 70% 704
Deductible $100 $200 S300 S600 710

Out-of-Pocket Max  $650 $1,300 $1,500  $3,000 710

Utilization and cost management

Survey participants were also asked for premium and funding level data from January 1, 2008 in
order to calculate the increase (decrease) in such costs from 2008 to 2009; the total monthly
premium for medical insurance plans that included the cost of pharmacy coverage was $418

(n = 558) for single contracts, while the rate for family contracts was $1,063 (n = 559). Thus,
premiums or funding levels for single contracts increased $2, while premiums or funding levels
for family contract increased by $15.

To provide more information on the changes that school districts or educational service center
had made between those dates, the survey instrument included a question that asked survey
respondents to indicate if any of 11 closed-ended actions had occurred between January 1,
2008, and January 1, 2009; the actions listed are those that are designed to improve cost
management, decrease utilization or shift costs to employees. Respondents were asked to
check all that applied to their organization.

As can be seen in Table 9, 35 percent of school districts and educational service centers made
no changes to their medical insurance program from January 1, 2008, through January 1, 2009.
Of those that did, 41 percent increased employee premium contributions, 39 percent changed
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their cost management practices, and 33 percent changed their utilization management
practices (33.3 percent).

Table 9: Changes made in medical insurance programs, January 1, 2008 ¢ January 1, 2009

f %
Cost Shifting
Increased medical insurance plan premium contributions from employees 240 40.7
No Changes 204 34.6
Cost Management
Increased medical insurance plan cost sharing (e.g., co-payments, deductibles) 102 17.3
Switched health insurance company or third party administrators 56 9.5
Changed the medical insurance plan offered to employees (e.g., PPO replaced by HDHP) 31 5.3
Restricted or eliminated spousal eligibility for coverage 27 4.6
Restricted or eliminated part-time employee eligibility for coverage 14 2.4
Utilization Management
Increased the number of preventive services offered or decreased their cost 75 12.7
Made data available to plan participants on provider quality and/or cost 44 7.5
Implemented a worksite health promotion program 41 7.0
Created or expanded a risk avoidance program (e.g., smoking cessation program) 24 4.1
Created or expanded a loss control program (e.g., paying for fitness center membership) 12 2.0

Prescription DrugnsurancePlans

Of those responding to the questionnaire, 95 percent of school districts and educational service
centers (n = 562) indicated that they provided prescription coverage to employees. Eighty-six
percent of medical plans include the cost of pharmacy coverage in their premium or funding
level (n = 727), the other plans (n = 118) carve-out and pay for prescription drug benefits
through a pharmacy benefits manager (PBM).

When school districts and educational service centers paid a separate amount for prescription
coverage, the median monthly premium was $97/single and $240/family, while the median
monthly employee premium contribution was $4/single and $11/family (n = 98). Among these
plans, 78 percent (n = 92) were self-insured.

Prescription drug plan tiers and costs
Other than premium or funding level data, the survey instrument also featured questions about

0§KS LINB a ONR Lsliarin@pyovisloifs. [Th¢s@ @tcur@®nPodigh co-payments (a dollar
amount required) or co-insurance (a percent of the total price required). Commonly,
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prescription drugs are offered through a tiered arrangement such that generic drugs are
available in tier one; formulary brand-name through tier two; non-formulary brand-name at tier
three; and cosmetic/ lifestyle drugs or biologics at tier four. Information regarding tier 4 costs
was excluded due to their rare incidence.

Tables 10 and 11 identify the median retail and mail-order prescription drug plan co-payments
or coinsurance requirements embedded in Ohio school district and educational service center
prescription plans. Table 10 indicates that the most prevalent retail pharmaceutical plan design
is a three-tiered program with increasing cost-sharing from tiers 1 to 3. Retail prescription drug
insurance plans typically offer coverage for 30-day prescriptions. Table 11 indicates the same
on the mail-order side of the pharmacy benefit program. Mail-order prescription drug
insurance plans typically cover drugs with a 90-day prescription.

To provide context to the retail prescription drug insurance program, the survey instrument
included questions on the cost management provisions of each prescription drug insurance
plan offered to employees. Four cost management provisions were tested in the survey
instrument on retail prescription drug plans. Survey recipients were asked if the retail
prescription drug plan excluded any specific drug class from coverage (e.g., cosmetic, hair-loss,
fertility, and weight-control drugs); 86 percent of plans (n = 646) had such exclusions. When
asked if the plan featured any prior authorization requirements, 55 percent (n = 408) of plans
reported such a requirement. Prior authorization procedures are often established to require
pharmacy benefit management approval for certain classes of drugs or to limit drug access to
patients with a certain condition or history. When asked if the plan featured any step therapy
requirement, 31 percent (n = 225) were found to have such a requirement. Step therapy
programs limit access to certain drugs unless other drug therapies have been tried first. Lastly,
the number of plans that included a penalty (or ancillary charge) associated with using a
formulary or brand-name drug when a generic drug was available was found to be 174 (25
percent). Thus, the incidence of various cost management practices utilized by school district
and educational service center retail prescription drug plans varies substantially across plans.

Table 10: Retail pharmacy copayments

Prescription Plan Dollars = Percent

No Tiers n 175
$10 20%

Two Tiers n 158
Generic S8 20%
Brand $15 20%

Three or Four Tiers n 427
Generic $10 20%
Brand $20 25%
Brand Non-Formulary $30 40%
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Table 11: Mail-order pharmacy copayments

Prescription Plan Dollars = Percent
No Tiers n 168
S5 20%
Two Tiers n 170
Generic $10 15%
Brand $20 25%
Three Tiers n 416
Generic S16 20%
Brand $40 25%
Brand Non-Formulary $60 40%

Dental InsurancePlans

Dental insurance plans typically cover preventative, diagnostic, restorative, periodontic,
prosthodontic and orthodontia services. Ninety-eight percent of school districts and
educational service centers offered a dental plan as part of either their medical plan or as a
stand-alone plan (n = 581). Again, the vast majority of those offer the plan through a two-tier
rate structure (i.e., single/family).

Of those districts that were able to separate the dental premium from their other health
benefits, the median monthly premium or funding level paid was $37 per single and $75 per
family contract, while the median employee contributions were SO for single and $3 for family
contracts. Sixty-six percent (n = 372) of the dental plans in this survey were self-insured.
Medical Mutual of Ohio was identified as the most common plan administrator (8 percent).

In order to present dental insurance employer costs in a standardized manner, the dataset was
restricted to dental plans which included data on both single and family enrollment, and which
funded suchplansonatwo-i A SNJ 6 &A & O0A®PSPI aAy3IES FyR
and funding levels were derived from their monthly levels, multiplied by the appropriate
enrollment level and divided by the total number of employees enrolled in each plan. Thus, the
2009 per employee per year (PEPY) median cost for dental insurance coverage among school
districts and educational service centers derived in the manner described above is $740
(n=431).

To provide context for the costs of these plans, additional questions were placed in the survey
instrument. The median network deductible for a single contract was $25; for a family contract,
S50 (n = 523). Similarly, the median network coinsurance level for diagnostic and preventive
services was 100 percent; for oral surgery services, 80 percent; for major restorative services,
60 percent; and for orthodontic services, 60 percent. The median annual maximum benefit per
covered person was $1,500.
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Coverage for child orthodontia was offered by 98 percent (n = 556) of dental plans, while adult
orthodontia was covered by 79 percent (n = 445) of dental plans. The lifetime maximum benefit
for orthodontia (for both children and adults) was $1,000.

VisionlnsurancePlans

Vision plans typically offer coverage primarily for eye examinations, frames, lenses and contact
lenses. Sixty-six percent of school district and educational service center employers surveyed
(n =393) indicate that they offer a vision plan as part of either their medical or a stand-alone
vision plan. Standard limitations on coverage are based upon the timing of exams and the
purchase of frames, lenses and contact lenses.

Among those employers with a separate vision insurance plan premium or funding level, the
median premium paid by the district was S9 per single and $19 per family contract, while the
median employee contributions were $O for single and $1 for family contracts. Vision Service
Plan was identified as the most common plan administrator (17 percent). The survey
instrument also captured data on the frequency with which a variety of benefits were covered
by the plan.

Most vision plans offered through school districts and educational service centers offer
coverage for vision services annually, including vision examinations (92 percent of plans),
normal, bifocal and trifocal lenses (80, 79 and 79 percent, respectively), and medically
necessary contact lenses (80 percent). The majority of vision plans (63 percent) cover the cost
of frames biannually.
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Appendix

Precision of estimates

Surveys attempt to make certain assertions about population characteristics based upon
samples generated within them. The sample size needed to estimate p with a bound on error B
was estimated using equation 1:

. Npq
n= (N-1)D+pq (1)

In (1), g =1 ¢ p and D = B*/4. The bound (B) utilized was .05, while p was replaced with the most
conservative estimate, .5. Solving for n generated a required sample size of 258, while the
sample size of the survey was 596, so the sample estimates produced herein could be
considered as representative of the Ohio school district and educational service center
population.

Measures of central tendency and probability distributions

Most health insurance studies include data on premium averages. Employing such a measure of
central tendency expressly implies that premiums are normally distributed- a unimodal,
symmetric shape with 95 percent of all observations falling within two standard deviations of

the mean of the distribution. In such cases, measures of adistrio dzi A 2y Qa &1 Sg =
description of the distribution of scores around a mean, will approach 0. Similarly, measures of

I RAAGNRAOdzIAZ2Y Q& (dzaNIi2zaAias 2N GKS SEGSy
approach 0. It is well established that many economic variables possess non-normal distribution
traits such as outliers, pronounced skew and gaps or clusters (Moore & McCabe, 1999), as do
many health care variables (Pett, 1997).

Cost is clearly an economic variable, and would be likely to demonstrate one or more anomalies
indicative of non-normal distributions. Using the mean as a measure of central tendency in such
distributions puts the center of the distribution farther out in the long tail than the median, or
midpoint of the distribution. Thus, the median was used as a measure of central tendency as
appropriate, i.e., when a skewness value was observed to be more than twice its standard
error. An illustration of the most germane distributions can be found in Figure 4 (single total
medical insurance premium or funding level) and Figure 5 (family total medical insurance
premium or funding level). In both figures, a normal curve has been placed over the distribution
to offer a visual placeholder to judge normality. As can be readily observed, both distributions
are positively skewed with costs piled up on the left-hand side of the graph; in these

02

distributions, the meanis WLJdzf t SRQ (G2 GKS NRARIKOG 0ldrged@HarNI dzS

the median or midpoint of the distribution.
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Figure 4: Total medical insurance premium/funding level, single
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In Figure 4, the mean is $441, the standard deviation is 95, the median is 420, the skewness
value is 1.95, and the standard error of skewness is .09 (n = 723). Given the value of the
skewness and its standard error, the distribution was assumed to be non-normal. This
assumption was tested using the Pearson skewness coefficient (2) and found to have support.

Sk, = 3[(X = Md)/s] 2)
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Figure 5: Total medical insurance premium/funding level, family
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In Figure 5, the mean is $1,113, the standard deviation is 215, the median is 1,078, the
skewness value is 1.14, and the standard error of skewness is .09 (n = 724). Given the value of
the skewness and its standard error, the distribution was assumed to be non-normal. Again,
this assumption was tested using the Pearson skewness coefficient (2) and found to have

support.
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Board of education regions

The State Employment Relations Board provided information on Board of Education regions
within Ohio; these are enumerated and illustrated below.

Boards of Education Regions

Northwest
Region 3

Williams‘ Fulton |Lucas . Ottawa
Erie

North Central Northeast
Region 4 Region 8

1

o Sandusky Lorain T oke [T] Ashtabula
Defiance | Henry
L Huron Geaugal
Seneca Cuyahoga
Paulding

Trumbull

Putnam | Hancock

|‘ W,
Van Wert J’a,,%
I Allen

Portage

Central
Regi East Central
egion -
Mercer | Auglaize Region 7 Mahoning
Crawford _I_'___r-_—
Shelby Stark Columbiana
Hardin
e R}
Darke Champaign Marion Carroll
Miami Holmes %
Q.
Clark

Delaware

X
Coshocton X[ Harrison

Belmont

Licking

Franklin

West Central
Region 2

Guernsey

Monroe

Preble
Greene

Butler

Warren | Clinton

Vinton

Pickaway'_
Fayette

Hamilton Southeast

Ross Region 6
Highland
Pike Jackson
Southwest Brown | Adams Scioto Gallia

Region 1
LaWrenCe

South Central
Region 5
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