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Self-Funding Basics: Should Your Company
Consider a Self-Insured Health Care Plan?

Most employers are always searching for ways to lower their company’s spending
on their health benefit plans. Some modify plan design, some change carriers,
some shift more costs to employees. And some employers move from offering an

insured health plan to self-funding.

In a self-funded—also known as self-in-
sured—health plan, the employer takes on
direct financial responsibility for employ-
ees’ health care costs. Rather than being
part of a larger risk pool, an employer that
self-funds takes on the risk for its employ-
ee group alone. All of a health plan may

Being exempt from state
insurance laws and mandates and
not having to pay premiums on
a regular basis to an insurance
company can result in substantial
cost savings.

be self-funded, or an in-
surance contract might
be purchased to cover
certain types of claims.
Most self-funded em-
ployers buy stop-loss in-
surance to cover against
catastrophic claims.

Being exempt from state insurance laws
and mandates and not having to pay pre-
miums on a regular basis to an insurance
company can result in substantial cost
savings. Yet, many employers, especially
smaller employers, shy away from self
funding, perceiving it as too risky. Ac-
cording to the 2007 Kaiser Family Foun-
dation Health Benefits Survey, 55% of all
employees covered for health care are in
self-funded plans. Among employers with
200 or more workers, 77% of employees
are in self-funded health plans, compared
to 12% of employees in firms with 3—-199
workers.

]

Self-funding health benefits will be the
right approach for some companies, and
not for others. If your company is mulling
over moving to a self-funded health plan,
here are some basic preliminary consider-
ations—

Self-funding can give you more control
over your health plan than you have
with an insured plan. Your company
can customize coverage, since you
are not buying a prepackaged product.
Though self-funded plans are subject
to ERISA, they are not
bound by state insur-
ance laws, so a self-
funded plan is not re-
quired to include types
of coverage required
by state insurance law.
You can create a plan
that truly meets your
employees’ health
care needs. And, ex-
cept for stop-loss pre-
miums, you also won’t pay premium
taxes as you do with an insured plan.

With a self-funded plan your company
pays health claims as they are incurred,
rather than paying a premium to an in-
surance company on a regular basis
regardless of whether employees are
filing any claims. This can be attractive,
especially during periods when claims
are low. The flip side, of course, is that
you need to be able to handle large
claims or a steady stream of moderate
claims when they do arise.
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1 te Employees to Make

and Lifestyle Changes

e live in a culture of immediate gratification. “On-

demand” cable television services, pre-prepared
foods from the grocery store, fast-food carryout, and
diet programs that claim you will shed pounds “without
trying” all are signs that Americans have lost sight of the
fact that not everything can be obtained without waiting.
And when it comes to changing behaviors to eliminate
unhealthy habits and adopt healthy ones—such as giv-

ing up cigarettes, losing weight, exer-
cising more and effectively managing
stress—hard work and sustained per-
sonal effort also are required. In order
to succeed, workplace wellness pro-
grams need to recognize this and in-
clude elements that engage employees
over time.

Suppose you host a brown-bag lunch
in your company cafeteria with a pre-
sentation on the health benefits of
eating right and leading an active life-
style. You may find that this seminar is
well-attended, but observe that few employees actually
seem to make the recommended changes, and that
even fewer are doing so after a few months. This experi-
ence is all too common, and reflects the reality that more
individuals are well-intentioned than are self-motivated.
Your wellness initiatives, therefore, need to provide the
motivation. Here are a few ways to do this—

Personalize the experience by offering health risk
assessments that show each employee, on an indi-

vidual basis, their current health risks and the steps
they should take to address them.

Tie any offered health risk assessment incentives—
such as reduced health plan premiums—not only to
taking the assessment, but also to completing any
recommended follow-up actions.

Focus on helping employees want to make the
sought-after lifestyle changes, because behavior
change is more likely when an individual is ready to
make it. This can involve offering incentives as dis-
cussed above, but also thinking of ways that would
help employees see the risks of not changing (such
as posting clear statistics on differences in lifespan
for smokers versus non-smokers, individuals with
normal blood pressure versus those with hyperten-
sion, individuals who maintain a healthy weight ver-
sus those who are overweight or obese, etc).

Provide motivation in the form of support systems.
This could involve initiatives such as Weight Watch-
ers at Work, lunchtime walking clubs, articles in

company newsletters on employee success stories,
providing lists of local gyms and a small company
subsidy for joining, sponsoring a “biggest loser”
competition, and the like.

Most of us find any change difficult, and lifestyle changes
can be daunting. Remember this facet of human nature
when implementing wellness programs, and you may
find employees more engaged in them, over the long run.

“Information contained in this newsletter about product offerings, services, or benefits is illustrative and general in description, and is not intended to be relied on as complete information. While every attempt is made to
ensure the accuracy of the information provided, we do not warranty the accuracy of the information. Therefore, information should be relied upon only when coordinated with professional tax and legal advice.”
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Driving Business Through Performance Development

What is performance development?

Performance development should engage an employ-
ee and supervisor in on-going discussions to review
responsibilities, procedures, achievements, shortcom-
ings, and objectives.

What is a supervisor trying to accomplish in
performance development?

To provide guidance and assist with questions, is-
sues and problems.
To identify and provide resources to help achieve

business objectives.

To provide direction - a path to get the work done.
To provide clarification - what the job is and how
things are done.

To coach and teach - ways to be more productive
and more successful.

When should performance development
occur?

Effective performance development occurs on a daily
basis. An employee may not get the chance to meet
face-to-face on a daily basis, but development is on-
going with a supervisor. Meetings should occur on a
frequent interval, and a review and written summary of
performance and development should occur at least
annually.

What is the process for performance
development?

Define the job being done:
— Review and update the job description.
- Clarify work procedures.

Review performance and identify roadblocks or is-
sues:

Assess performance of major job functions.

|dentify accomplishments and significant contri-
butions.

Determine if objectives have been met.

- Determine issues affecting performance.
Set objectives for next review period:

- Create an action plan.

- ldentify interest in additional responsibilities.

- Set short term (1-3 months) and long term (6
months -1 year) objectives.

|dentify development needs and resources:
- Indicate skills to be developed.
- List resources to obtain training.

How can the employee see that performance
development is effective?

Encourage the employee to create a “Performance
File” for themselves of achievements and shortcom-
ings (notes, communications from supervisor and
customers.)

Have the employee seek feedback on performance
from the supervisor.

Work to create a dialogue, be available, maintain
open communication, be responsive, and share
successes and failures with employees.

Address issues promptly. Don'’t let issues become
big problems. Hint — No Surprises,

Does the employee have to participate in
performance development?

They already do to some degree and yes, all employees
are a part of the performance development process.
The process has to be mutual, allow for input, and cre-
ate an open dialogue between the employee and su-
pervisor. It is all about the employee and a process that
is on-going and supportive will allow improvement and
growth in the employee’s position and in their career.
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A company with a self-funded plan does not need
to worry about the financial wherewithal of an in-
surance company. If you self-fund, however, you
do need to consider your own company’s cash
flow, to be able to handle claims as they arise, and
also your company’s position in the event of a se-
ries of large claims, or even one truly catastrophic
claim. As noted above, most employers that self-
fund carry stop-loss insurance, to limit their liability
for either or both large individual claims or claims
in the aggregate in excess of a specified amount.

When you pay a premium to an insurance com-
pany, you’re paying for more than just claims;
the premium will take into account the insurer’s
administrative and other costs (overhead, adver-
tising, technology, etc.), some allowance against
risk, a profit margin, etc. Companies that self-fund
won’t have to pay all these hidden costs, but they
will incur other expenses, e.g., the cost of claims
administration (whether handled internally or by a
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third-party administrator) and the cost of stop-loss
insurance.

Most insured health plans are packaged with a
well-developed provider network, and if you've
had the same plan for a while, your employees are
likely settled with their choice of doctor, hospital,
etc. If you move to a self-insured plan, you'll need
to make sure you arrange to have a suitable net-
work in place.

Workforce demographics can make self-funding
a more or less attractive option. Of course, young
and healthy employees can suffer large claims,
and older workers won't necessarily break the
bank. But remember that self-funding means that
your company alone (other than the stop-loss car-
rier) will bear the risk for your employee group, so
it’s worth closely analyzing this risk with a profes-
sional who can give you well-reasoned estimates
of your potential liability
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