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Recent history has been characterized by 
significant increases in health care costs. A 
cost analysis by the Centers for Medicare 

and Medicaid Services shows that U.S. health 
care spending has again outpaced inflation, in-
creasing by 5.3% in 2014. Driven by coverage 
expansion under the Affordable Care Act, total 
health care expenditures have eclipsed $3 tril-
lion, or $9,523 per person annually. These fig-
ures put U.S. health care spending at 17.5% of 
annual spending as an economy. These increases 
have been particularly difficult for employers 
that provide health care coverage to recruit and 
retain talented employees.

The International Foundation’s fifth Employ-
ee Benefits Survey reveals benchmarking data 
from 577 organizations representing nearly 
20 industries and ranging in size from fewer 
than 50 to more than 10,000 employees. This 
data examines employers’ moves beyond tradi-
tional cost-sharing schemes to examine several 
cost-containment techniques, including ad-
ministration and data analysis initiatives, plan 
design and program initiatives, purchasing and 
provider initiatives, and utilization control ini-
tiatives.

Health Care Cost-Management  
Techniques

Administration/Data Analysis

More than three in five respondents (63%) 
use health care claims utilization analysis, while 
57% conduct health care claims audits. Among 
multiemployer plans, these initiatives are used 
by three in four respondents. One in three (34%) 
respondents uses predictive modeling, an ana-
lytical tool used to forecast trends and the likeli-
hood that certain events will occur. 

Plan Design and Program Initiatives

More than half of respondents (52%) employ 
dependent eligibility audits, an initiative most 
commonly used by public employers. One in six 
(16%) uses spousal surcharges and carve-outs, 
while 13% offer opt-out incentives. These incen-
tives are financial motivation offered by an em-
ployer to employees who decline participation in 
a health plan. 

Purchasing/Provider Initiatives

About one in three respondents (32%) said 
their organizations are offering telemedicine ini-
tiatives. These initiatives use telecommunication 
systems to deliver medical services over a geo-
graphical distance and are becoming increasing-
ly common among corporate plan respondents. 
In addition, one in four (27%) respondents uses 
centers of excellence—nationally recognized cen-
ters that specialize in high-cost procedures such 
as organ transplants and treatment of advanced 
forms of cancer. 

Overall, 23% of respondents said their orga-
nizations use health care coalitions and purchas-
ing groups, but their use is more common among 
multiemployer funds. Multiemployer funds also 
are more likely to use direct contracting, which 
entails an employer dealing directly with physi-
cians and hospitals, rather than through an in-
surance company, to obtain reduced rates. Over-
all, one in five uses direct contracting. 

Utilization Control

Corporate, public employee and multiem-
ployer organizations are employing a variety of 
methods to control health care utilization rates. 
Case management (71%) is very common and 
entails coordinating patient health care and dis-
ability services. These services often include ne-
gotiating provider fees and arranging for special 
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services and referrals and can be coordinated by an insur-
ance provider or a benefit plan.

Prior authorization and utilization management services 
are used by 59% of respondents. These processes involve ob-
taining authorization from a health plan or insurer prior to 
care being provided. In addition, more than half of respond-
ing organizations (54%) offer nurse advice lines, an initiative 
that is extremely common among corporate employers. One 
in three (31%) responding organizations reaches out to plan 
participants directly, using health care consumer education 
and medical self-care guides. 

Cost-Sharing Initiatives

Responding organizations commonly use tiered cost-
sharing networks to allow subscribers to choose their cover-
age levels. In these schemes, higher levels of benefits typically 
have higher premiums. Two-, three- and four-tiered systems 
are relatively common and are used by 44%, 23% and 22% 
of organizations, respectively. Corporate respondents are the 
most likely to have four cost-sharing tiers. 

Prescription Drug Cost-Management Technique
Drastic increases in retail prescription drug spending 

have been exacerbating health care cost increases. In 2014, 
drug prices increased by an average of 12.2%, primarily 
driven by new specialty medications and a smaller-than-
anticipated impact from patent expirations. Much as they 
have done with traditional health care coverage, employers 
are moving beyond traditional cost-sharing schemes to ad-
dress rapidly escalating costs. They are limiting coverage by 
drug type, controlling access to specific drugs, engaging in 
a number of purchasing and administration initiatives, and 
using cost-sharing schemes. 

Coverage or Limits by Type of Drug

About seven in ten survey respondents (71%) use drug 
formularies, a defined list of prescription medications that 
a health insurance plan will cover. Corporate plan respon-
dents were the most likely to use formularies. Almost half 
of respondents (46%) use step therapy and therapeutic sub-

stitution, a tool most commonly used by corporate respon-
dents. This strategy requires a drug beneficiary to use the 
most cost-efficient treatment options before proceeding to 
treatments that are more expensive or difficult to use. Two in 
five respondents (42%) use financial incentives to promote 
the use of generic drugs, while 37% of respondents mandate 
use of generic drugs when available. Fewer than one in five 
(18%) responding organizations set limits for specialty and 
biotech drugs. 

Drug Access Controls

Responding organizations continue to devise creative 
strategies to control access to certain drug types. Four in five 
(82%) use a mail-order drug service, the most commonly 
cited drug cost-management technique. Less than two in five 
(38%) respondents use prior authorization and utilization 
management, a strategy most commonly used by public sec-
tor respondents. More than one in three (35%) responding 
organizations use preferred provider networks, while 28% use 
drug card programs. These programs make use of an identi-
fication card that entitles recipients to receive medication at 
a discount or with a minimal copay. In addition, certain pro-
grams are having success using an on-site or near-site phar-
macy, made available by 16% of responding organizations.

Purchasing/Administration 

Two in three (63%) responding organizations make use of 
pharmacy benefit managers (PBMs), organizations that man-
age pharmacy benefits on behalf of employer groups. PBMs, 
which most commonly are used by multiemployer plans, 
typically develop formularies and utilization reviews to help 
contain plan costs. In addition, one in seven (14%) survey 
respondents uses collective purchasing groups. 

Cost Sharing

To combat increasing prescription drug costs, organiza-
tions are using three (57%), four (27%) and even five or more 
(4%) tiers for sharing costs with participants. 

Visit www.ifebp.org/benefitsurvey2016 for more informa-
tion about Employee Benefits Survey 2016.
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