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Dec. 11, 2002

COSTS UP, OPTIONS LESS GENEROUS FOR EMPLOYER-SPONSORED

MEDICAL PLANS, NEW CIAB EMPLOYEE BENEFITS SURVEY SHOWS

(The following is a corrected version of a news release transmitted earlier today.  This version, distributed at 4:30 p.m. Dec. 11, 2002, corrects the numbers in the text to make them agree with the numbers reflected in the attached charts.  The earlier release was based on raw data rather than the final version of the survey statistics.  The Council regrets any confusion this oversight may have caused.)

WASHINGTON – The cost of employer-sponsored group medical insurance has continued on an upward trajectory during the second half of 2002, with three-fourths of small, medium and large accounts experiencing double-digit increases of up to 30 percent, according to a new survey by The Council of Insurance Agents & Brokers.

The CIAB’s Employee Benefits Fall Market Survey said 78 percent of small accounts, defined as 50 or fewer employees, had health care premium hikes of between 10 and 30 percent, and an additional 14 percent reported premiums up between 30 and 50 percent.  For medium accounts, those with 51 to 500 employees, 74 percent experienced rate hikes of 10 to 30 percent for their employer-sponsored health care, while 12 percent saw premiums rise by 30 to 50 percent.

In the latest survey, large employers faired slightly better comparatively in the cost of their employees’ health care.  Premiums for 74 percent of accounts with 501 or more employees went up 10 to 30 percent, while 18 percent experienced increases of less than 10 percent, and only 3 percent saw their premiums rise by 30 to 50 percent.

The increases were on top of the double-digit rate hikes reported earlier in the year.  Only a smattering of respondents reported that health insurance premiums had held steady or dropped during the last six months. 

In response to open-ended questions, the nation’s largest insurance brokers reported that employers were dealing with the sharp price increases by shifting costs to their employees, cutting back benefits or both.  

“Coverages in the form of deductibles and co-pay adjustments are reducing benefits with unprecedented rate increases.  It is ugly!” said one broker in the Northeast.

“Overwhelming shift toward employee cost sharing in both premium and benefits,” added another.

Several respondents expressed concern that if medical premiums continue to rise so dramatically, many small employers will stop offering health care altogether.  In addition, some brokers said, as a larger share of the cost of health insurance is shifted to employees, workers may drop out of the plans.  Either way, the result would be an increase in the number of uninsured, already estimated at more than 40 million.

“Small employers are passing on most of the cost increases now.  We believe we will see more employees dropping coverage,” one respondent said.

 “This survey shows that employer-sponsored health insurance is under stress as never before due to the seemingly unstoppable escalation in the cost of medical care,” said Ken A. Crerar, president of The Council.  “It is critical that players on all levels come together and address this problem before one of the hallmarks of the American workplace is damaged beyond repair.”

Among the market trends shown in the survey was a shift away from HMO contracts and toward PPOs. Brokers also reported some employers are asking workers to share in the cost of network provider bills in addition to their co-pay for office visits.  Other accounts are increasing the maximum out-of-pocket expense for their workers, and some are eliminating non-network coverage altogether.

Another option used by employers, the insurance agents reported, is a less generous basic coverage plan, often with quite a large deductible, giving employees optional choices to “buy down” benefits – meaning improve their coverage – if they pay a larger portion of the cost.

Multi-tier prescription drug plans are also becoming common, the survey showed.

A small but growing number of employers also are looking at a new concept in health care – defined contribution or consumer-driven plans, which give employees a specific amount of money each year to pay for their own health care.  Such a plan would provide a predictable figure on how much an employer spends on health care, but some brokers said there is still considerable skepticism over that approach.

In another question, the brokers reported group life insurance premiums have held steady or increased only a small amount since the previous survey in May.  Forty-eight percent of the small accounts, 47 percent of the medium accounts and 54 percent of the large accounts experienced no change in group life rates.  The survey showed 36 percent of the small accounts, 20 percent of the medium accounts and 15 percent of the large accounts had premium increases of less than 10 percent.  In addition, 23 percent of the medium and large accounts saw their group life premiums actually drop, the agents reported.

The next CIAB benefits survey will be conducted in the spring of 2003.  

((((((
The Council of Insurance Agents & Brokers is the voice of the market leaders and the premier association for commercial insurance and employee benefits intermediaries in the United States and abroad. From its headquarters in Washington, DC – with programs conducted throughout the nation and world – The Council represents the largest, most productive, and most profitable of all commercial insurance agencies and brokerage firms. Only the top one percent of all agents and brokers qualify. The Council's members in more than 3,000 locations, place 80 percent — well over $90 billion — of all U.S. insurance products and services protecting business, industry, government and the public at-large, and they administer billions of dollars in employee benefits.  Since 1913, The Council of Insurance Agents & Brokers has worked in the best interests of its members, securing innovative solutions and creating new market opportunities at home and abroad. Web site: www.ciab.com
Employee Benefits Market Survey 
Released: December 2002
Total Responses:  80 (Represents independent insurance agents + brokers across the United   States)





      
Below are the survey results for:  All Regions of the United States

1. On average, how have premium rates changed since the last survey (May 2002) for Group Life benefits for the following accounts? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%


	0%


	2 %


	3%


	48%


	36%


	9%


	0%


	2%


	0%



	Medium Accounts (51 to 500 employees)
	0%


	0%


	0%


	23%


	47%


	20%


	8%


	2%


	0%


	0%



	Large Accounts (501 or more employees)
	0%


	0%


	3%


	23%


	54%


	15%


	3%


	2%


	0%


	0%




	
	
	
	
	


2.  How much have premium rates for Group Medical renewals changed since the last survey in May 2002? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No

Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%
	0%
	3%


	1%


	2%


	1%


	78%


	14%


	1%


	0%



	Medium Accounts (51 to 500 employees)
	0%


	0%


	3%


	1%


	1%


	9%


	74%


	12%


	0%


	0%



	 Large Accounts (501 or more employees)
	0%


	0%


	3%


	2%


	0%


	18%


	74%


	3%


	0%


	0%




3.   Please estimate the percentage of your clients who are choosing the following options to control the   cost of group medical plans.

	Percentage indicates total respondent ratio.
	1
1-10%
	2
11-20%
	3
21-30%
	4
31-40%
	5
41-50%
	6
51-60%
	7
61-70%
	8
71-80%
	9

81-

90%
	10

90-

100%

	Higher Deductibles
	4%


	6%


	18%


	13%


	17%


	14%


	15%


	6%


	3%


	4%



	Limited Dependent Coverage
	71%


	16%


	5%


	1%


	5%


	1%


	0%


	0%


	1%


	0%



	Higher Co-pays
	0%


	4%


	13%


	9%


	16%


	14%


	16%


	13%


	%


	6%



	Limited Out-of-Network Options
	18%


	20%


	12%


	14%


	8%


	6%


	12%


	3%


	4%


	3%



	Selecting Consumer Driven or Defined Contribution Plans
	67%


	14%


	8%


	1%


	5%


	3%


	1%


	0%


	1%


	0%



	Discontinuing Group Medical Coverage
	97%


	1%


	1%


	0%


	0%


	0%


	0%


	0%


	1%


	0%




Below are the survey results for:  NORTHEAST (CT, DE, DC, MA, ME, MD, NH, NJ, NY, PA, RI)

1.  On average, how have premium rates changed since the last survey (May 2002) for Group Life benefits for the following accounts? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%


	0%


	6%


	6%


	35%


	53%


	0%


	0%


	0%


	0%



	Medium Accounts (51 to 500 employees)
	0%


	0%


	0%


	11%
	47%


	31%


	11%


	0%


	0%


	0%



	 Large Accounts (501 or more employees)
	0%


	0%


	7%


	21%
	58%


	14%


	0%


	0%


	0%


	0%




2.  How much have premium rates for Group Medical renewals changed since the last survey in May 2002? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No

Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%
	0%
	0%
	0%
	0%
	0%
	81%


	19%


	0%
	0%

	Medium Accounts (51 to 500 employees)
	0%
	0%
	0%
	0%
	0%
	5%


	95%


	0%
	0%
	0%

	Large Accounts (501 or more employees)
	0%
	0%
	0%
	0%
	0%
	13%


	80%


	7%


	0%
	0%


3.  Please estimate the percentage of your clients who are choosing the following options to control the cost of group medical plans.

	Percentage indicates total respondent ratio.
	1
1-10%
	2
11-20%
	3
21-30%
	4
31-40%
	5
41-50%
	6
51-60%
	7
61-70%
	8
71-80%
	9

81-90%
	10

90-100%

	Higher Deductibles


	12%
	12%
	18%
	0%
	28%
	6%
	12%
	12%
	0%
	0%

	Limited Dependent Coverage
	63%
	18%
	13%
	0%
	6%
	0%
	0%
	0%
	0%
	0%

	 Higher Co-pays
	0%
	6%
	19%
	6%
	25%
	13%
	13%
	6%
	6%
	6%

	Limited Out-of-Network Options
	6%
	19%
	19%
	19%
	13%
	6%
	12%
	0%
	6%
	0%

	Selecting Consumer Driven or Defined Contribution Plans
	67%
	27%
	6%
	0%
	0%
	0%
	0%
	0%
	0%
	0%

	Discontinuing Group Medical Coverage
	100%
	0%
	0%
	0%
	0%
	0%
	0%
	0%
	0%
	0%


Below are the survey results for:  SOUTHEAST   (AL, FL, GA, KY, LA, MS, NC, SC, TN, VA, WV)

1.  On average, how have premium rates changed since the last survey (May 2002) for Group Life benefits for the following accounts? 

	Percentage indicates total respondent ratio.
	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%


	0%


	0%


	6%


	59%


	23%


	6%


	0%


	6%


	0%



	Medium Accounts (51 to 500 employees)
	0%


	0%


	0%


	21%


	53%


	16%


	5%


	5%


	0%


	0%



	Large Accounts (501 or more employees)
	0%


	0%


	6%


	12%


	64%


	6%


	6%


	6%


	0%


	0%




2.  How much have premium rates for Group Medical renewals changed since the last survey in May 2002? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No

Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%
	0%
	6%


	6%


	0%
	0%
	70%


	12%


	6%


	0%

	Medium Accounts (51 to 500 employees)
	0%
	0%
	5%


	5%


	0%
	5%


	70%


	15%


	0%
	0%

	Large Accounts

(501 or more employees)
	0%
	0%
	5%


	6%


	0%
	5%


	80%


	5%


	0%
	0%


3. Please estimate the percentage of your clients who are choosing the following options to control the cost of group medical plans.

	Percentage indicates total respondent ratio.
	1
1-10%
	2
11-20%
	3
21-30%
	4
31-40%
	5
41-50%
	6
51-60%
	7
61-70%
	8
71-80%
	9

81-90%
	10

90-100%

	Higher Deductibles
	5%
	5%
	15%
	5%
	15%
	25%
	20%
	0%


	5%
	5%

	Limited Dependent Coverage
	75%
	10%
	5%
	5%
	0%
	5%
	0%
	0%
	0%
	0%

	Higher Co-pays


	0%
	10%
	20%
	5%
	15%
	15%
	15%
	10%
	5%
	5%

	Limited Out-of-Network Options
	20%
	25%
	10%
	20%
	0%
	0%
	15%
	0%
	0%
	10%

	Selecting Consumer Driven or Defined Contribution Plans
	65%
	15%
	5%
	0%
	5%
	10%
	0%
	0%
	0%
	0%

	Discontinuing Group Medical Coverage
	95%
	5%
	0%
	0%
	0%
	0%
	0%
	0%
	0%
	0%


Below are the survey results for:  SOUTHWEST   (So.CA, AZ, NM, OK, TX

1.  On average, how have premium rates changed since the last survey (May 2002) for Group Life benefits for the following accounts? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%


	0%


	0%


	0%


	43%


	50%


	7%


	0%


	0%


	0%



	Medium Accounts

(51 to 500 employees)
	0%


	0%


	0%


	20%


	53%


	27%


	0%


	0%


	0%


	0%



	Large Accounts 

(501 or more employees)
	0%


	0%


	0%


	34%


	33%


	33%


	0%


	0%


	0%


	0%




2.  How much have premium rates for Group Medical renewals changed since the last survey in May 2002? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No

Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%
	0%
	0%
	0%
	7%


	0%
	80%


	13%
	0%
	0%

	Medium Accounts (51 to 500 employees)
	0%
	0%
	0%
	0%
	6%
	12%


	69%


	13%


	0%
	0%

	Large Accounts (501 or more employees)
	0%
	0%
	0%
	0%
	0%
	23%


	77%


	0%
	0%
	0%


3.  Please estimate the percentage of your clients who are choosing the following options to control the cost of group medical plans.

	Percentage indicates total respondent ratio.
	1
1-10%
	2
11-20%
	3
21-30%
	4
31-40%
	5
41-50%
	6
51-60%
	7
61-70%
	8
71-80%
	9

81-90%
	10

90-100%

	Higher Deductibles
	0%
	0%
	13%
	34%
	7%
	13%
	13%
	13%
	7%
	0%

	Limited Dependent Coverage
	62%
	8%
	8%
	0%
	8%
	0%
	0%
	0%
	14%
	0%

	Higher Co-pays
	0%
	0%
	6%
	14%
	14%
	6%
	21%
	27%
	6%
	6%

	Limited Out-of-Network Options
	13%
	13%
	0%
	21%
	13%
	7%
	13%
	13%
	7%
	0%

	Selecting Consumer Driven or Defined Contribution Plans
	71%
	15%
	7%
	0%
	0%
	0%
	0%
	0%
	7%
	0%

	Discontinuing Group Medical Coverage
	93%
	0%
	0%
	0%
	0%
	0%
	0%
	0%
	7%
	0%


Below are the survey results for:  MIDWEST   (AR, IL, IN, IA, KS, MI, MO, MN, NE, ND, OH, SD, WI)

1.  On average, how have premium rates changed since the last survey (May 2002) for Group Life benefits for the following accounts? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%


	0%


	0%


	0%


	50%

 
	25%


	25%


	0%


	0%


	0%



	Medium Accounts (51 to 500 employees)
	0%


	0%


	0%


	50%


	25%


	8%


	17%


	0%


	0%


	0%



	Large Accounts (501 or more employees) *
	0%


	0%


	0%


	50%


	38%


	0%


	12%


	0%


	0%


	0%




* Due to the limited number of responses for this category (large accounts), the results are not statistically valid.

2.  How much have premium rates for Group Medical renewals changed since the last survey in May 2002? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No

Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%
	0%
	7%


	0%
	0%
	0%
	72%


	21%


	0%
	0%

	Medium Accounts (51 to 500 employees)
	0%
	0%
	7%


	0%
	0%
	6%


	67%


	20%


	0%
	0%

	 Large Accounts (501 or more employees)
	0%
	0%
	9%


	0%
	0%
	18%


	73%


	0%
	0%
	0%


3. Please estimate the percentage of your clients who are choosing the following options to control the cost of group medical plans.

	Percentage indicates total respondent ratio.
	1
1-10%
	2
11-20%
	3
21-30%
	4
31-40%
	5
41-50%
	6
51-60%
	7
61-70%
	8
71-80%
	9

81-90%
	10

90-100%

	 Higher Deductibles
	0%
	14%
	22%
	7%
	21%
	14%
	7%
	7%
	0%
	7%

	Limited Dependent Coverage
	79%
	14%
	0%
	0%
	7%
	0%
	0%
	0%
	0%
	0%

	Higher Co-pays
	0%
	0%
	7%
	0%
	14%
	29%
	29%
	7%
	14%
	0%

	Limited Out-of-Network Options
	44%
	14%
	14%
	0%
	7%
	7%
	7%
	0%
	7%
	0%

	Selecting Consumer Driven or Defined Contribution Plans
	57%
	7%
	22%
	0%
	7%
	0%
	7%
	0%
	0%
	0%

	Discontinuing Group Medical Coverage
	93%
	0%
	7%
	0%
	0%
	0%
	0%
	0%
	0%
	0%


Below are the survey results for:  PACIFIC NORTHWEST  (No.CA, AK, CO, HI, ID, MT, NV, OR, UT, WA, WY)
1.   On average, how have premium rates changed since the last survey (May 2002) for Group Life benefits for the following accounts? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 50-100%
	10
Up >100%

	Small Accounts (50 or fewer employees)
	0%


	0%


	0%


	0%


	6%


	17%


	17%


	0%


	0%


	0%

	Medium Accounts (51 to 500 employees)
	0%


	0%


	0%


	12%


	64%


	12%


	12%


	0%


	0%


	0%



	 Large Accounts (501 or more employees)
	0%


	0%


	0%


	12%


	63%


	25%


	0%


	0%


	0%


	0%




2.  How much have premium rates for Group Medical renewals changed since the last survey in May 2002? 

	Percentage indicates total respondent ratio.


	1

Down >50%
	2

Down 30-50%
	3

Down 10-30%
	4

Down 1-10%
	5

No

Change
	6

Up 1-10%
	7

Up 10-30%
	8

Up 30-50%
	9

Up 

50-100%
	10
Up >100%

	 Small Accounts (50 or fewer employees)
	0%
	0%
	0%
	0%
	0%
	0%
	100%


	0%
	0%
	0%

	Medium Accounts (51 to 500 employees)
	0%
	0%
	0%
	0%
	0%
	12%


	88%


	0%
	0%
	0%

	 Large Accounts (501 or more employees)
	0%
	0%
	0%
	0%
	0%
	13%


	87%


	0%
	0%
	0%


3.  Please estimate the percentage of your clients who are choosing the following options to control the cost of group medical plans.

	Percentage indicates total respondent ratio.
	1
1-10%
	2
11-20%
	3
21-30%
	4
31-40%
	5
41-50%
	6
51-60%
	7
61-70%
	8
71-80%
	9

81-90%
	10

90-100%

	Higher Deductibles
	0%
	0%
	25%
	38%
	0%
	13%
	12%
	0%
	0%
	12%

	Limited Dependent Coverage
	88%
	12%
	0%
	0%
	0%
	0%
	0%
	0%
	0%
	0%

	Higher Co-pays


	0%
	0%
	0%%
	38%
	12%
	0%
	0%
	25%
	13%
	12%

	Limited Out-of-Network Options
	13%
	50%
	0%
	13%
	0%
	12%
	12%
	0%
	0%
	0%

	Selecting Consumer Driven or Defined Contribution Plans
	88%
	12%
	0%
	0%
	0%
	0%
	0%
	0%
	0%
	0%

	Discontinuing Group Medical Coverage
	100%
	0%
	0%
	0%
	0%
	0%
	0%
	0%
	0%
	0%


Contact: 


Barry Meiners


 Director of Marketing & Communications


202-783-4400 (day)


202-441-5487 (evening)


barry.meiners@ciab.com
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