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Health insurance benefit structures, particularly cost-sharing amounts, can either
encourage or discourage patients from seeking care. The goal is to strike the right bal-
ance so out-of-pocket costs don’t discourage people from getting needed care but do
prompt them to consider costs before seeking discretionary care. In 2011, contracts
between the International Union, UAW, and Fiat Chrysler, Ford and General Motors
significantly changed the structure of autoworker health benefits. Generally, cover-
age of outpatient physician visits was expanded while additional cost sharing was
imposed for emergency department visits unless the patient is admitted to the hospi-
tal. A new National Institute for Health Care Reform analysis explores the impact of
the autoworker health benefit changes on spending and utilization, providing insights
into how benefit structures affect access and costs. Generally, lower patient cost shar-
ing for physician visits resulted in substantially higher overall spending, both as a
result of more physician visits as well as increased diagnostic services and procedures.
However, higher cost sharing did not significantly decrease emergency department

visits or expenditures.
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Insurance Alters Market
Dynamics

The market for medical care differs from
other markets in large part because third-
party payment leads to insured consumers
being less sensitive to costs than if they
had to pay out of pocket for care. As a
result, health insurance benefit structures
usually include patient cost sharing in
the form of deductibles, coinsurance and
copayments that require consumers to
pay some costs of care out of pocket until
reaching an out-of-pocket maximum.
About half of Americans get health insur-
ance coverage through an employer,' and
over the last 15 years, employers have
responded to rising health care spending
and insurance premiums by shifting more
costs to workers through higher premi-
ums, reduced benefits and greater patient
cost sharing.”

Some degree of cost sharing can limit
demand for services to help hold overall
spending in check, but substantial cost
sharing can reduce access to needed care,
particularly for people with low or modest
incomes. And cost sharing not only can
discourage use of services that may be of
little value in terms of health outcomes but
also care that is important to maintaining
health and preventing chronic conditions
from worsening.’ As such, cost sharing is a
relatively blunt tool to encourage patients
to make well-informed care decisions.*

This analysis examines the impact of
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a change in patient cost sharing on health
care utilization and expenditures among
active hourly nonelderly autoworkers and
their dependents. Since 2007, there have

nies” health benefits, the most significant
changes pertaining to in-network providers
are summarized as follows (see Table 1 for
additional details of the benefit changes):

been two categories of autoworkers based . e
o All outpatient physician visits are covered

?n date of hire, with legacy workers receiv- with a $25 copayment—$20 for Ford—
ing more generous health benefits than
new workers hired after 2007. Before the

2011 contract changes related to health

for all hourly workers. Previously, legacy
workers were limited to five covered phy-

sician visits annually with a comparable
benefits took effect in 2012, legacy work- .
copayment, while new workers had no

ers faced no cost sharing for most medical . L

. . . coverage for outpatient physician visits
services other than outpatient physician
visits, while new workers had $300/$600

deductibles for individuals and families,

but were able to take advantage of lower
negotiated fees if they used in-network
physicians.

respectively, 10-percent coinsurance for

in-network services, and no coverage for « For legacy workers, a new $100 copay-

outpatient physician visits. New workers ment was imposed for emergency

also received a contribution to a flexible department (ED) visits not resulting in

spending account equal to individual or a hospital admission. Previously, all ED
family deductibles. Although some dif-

ferences exist across the three compa-

visits were fully covered. New workers
saw no change in ED coverage but con-
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Data Source

This Research Brief used detailed 2011-2013 facility, professional and prescription drug
claims data for active hourly autoworkers employed by Chrysler Fiat, Ford and General
Motors and their dependents under age 65. The sample was limited fo active autoworkers
living in one of 25 mostly Midwestern metropolitan markets in 2011 with the largest auto-
worker concentrations as well as nonmetropolitan areas of Michigan. To be included in the
sample, people had to have continuous coverage with one sponsor over the three years,
work full time and not be on disability. In addition, anyone enrolled in a health maintenance
organization plan at any time during the three years was excluded, limiting the analysis to
those enrolled in preferred provider organization plans. The claims data include detailed
information on the service provided and the allowed amount—the total amount paid to

the provider from both the health plan and enrollee. After exclusions, the analysis was
conducted on a panel of 78,252 autoworkers and their dependents per year. A panel was
selected to ensure that health and other individual characteristics remained constant over the
three-year period. Characteristics of the analysis sample and the full population of eligible
enrollees was similar (see Supplementary Table 1 for details). Regression models were esti-
mated to explain variations in total expenditures as well as expenditures for different types
of services: hospital, emergency department, outpatient office visits, inpatient visits, major
procedures, minor procedures, standard imaging (i.e. X-rays), advanced imaging, other
diagnostic tests, prescription drugs and other services.

tinued to face deductible and coinsurance
costs up to their out-of-pocket maximum.

o A new $50 copayment was added to
urgent care visits for legacy workers.
Previously, urgent care visits were not a
covered service for GM and Ford legacy
workers.

The benefit changes that took effect in
January 2012 were expected to increase out-
patient physician visits and reduce ED visits
and spending. Along with improving access
generally to physician visits, the expectation
was that as cost sharing was reduced for
physician visits and increased for ED use
in conjunction with more generous cover-
age of urgent care visits, autoworkers would
reduce ED use, especially for care that could
be provided in less costly settings.

Moreover, the impact of changes in cov-
erage for physician visits for new workers
was expected to be larger than for legacy
workers after adjusting for health status
differences because new workers had no
coverage for outpatient physician visits
before 2012, while legacy workers had five
visits covered annually. Additionally, new
workers on average have lower earnings,
which might make them more sensitive to
out-of-pocket costs for physician visits than
higher-wage legacy workers. Conversely, the
$100 copayment for ED visits was expected
to affect legacy workers’ utilization more
compared to new workers who continued
to face deductibles and 10-percent coinsur-

ance.

Autoworker Spending
Outpaces Regional Spending
The analysis first compared average per
person health care spending for hourly
autoworkers and dependents—spend-

ing by both the autoworkers and their
employers—with published Midwestern
U.S. averages from the Health Care Cost
Institute, which collects data from several
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large national insurers (see Data Source
and Figure 1).° Autoworker averages are
calculated across full-time workers with
12 months of coverage and enrollment in
a preferred provider organization plan. In
2011, average spending per autoworker
enrollee was $4,318, slightly lower than
the regional average of $4,514. However,
in 2012, the first year of the new benefit
structure, average autoworker spending
rose sharply—nearly 16 percent to $4,990,
while regional per capita spending grew
3.6 percent.

From 2012 to 2013, autoworker spend-
ing continued to rise but at a slower pace
(5.7%) but still higher than the regional
growth rate of 4.2 percent. There was a
significant difference in average health
care spending for legacy and new work-
ers. For instance, in 2012, average health
expenditures per new worker and depen-
dents were about 70 percent of legacy
workers, $3,301 vs. $4,766, respectively,
likely reflecting that new workers tend to
be younger, have lower incomes and face
greater cost sharing.

New Workers’ Spending
Increases More

After adjusting for patient characteristics
and plan sponsor,’ the benefit structure
changes resulted in greater spending on
autoworkers and their covered dependents,
averaging $207 (4%) more per enrollee
annually for legacy workers and dependents
and $571 (14%) annually for new workers,
despite the latter group being younger and
having lower health care spending than leg-
acy workers (see Table 2). At the same time,
the likelihood that a covered person had an
ambulatory physician visit increased signifi-
cantly, about 7 percent for legacy workers
and more than 18 percent for new workers.
Similarly, total spending for physician visits
increased by 10 percent for legacy workers
and 17 percent for new workers.

Table 1

Summary of Auto Worker Coverage for Physician Office and Emergency
Deparment (ED) Visits

Legacy Workers and Dependents New Workers and Dependents
Key Plan Design 2007 Contract 2011 Contract 2007 Contract 2011 Contract
Paramerters (2011) (2012-13) (2011) : (2012-13)
(Individual/Family) : (Individual/Family)
Deductible' None None $300/$600 : $300/$600
Coinsurance Rate None None 10% 10%
Out-of-Pocket N/A N/A $1,000/$2,000 $1,000/$2,000
Maximum
Office Visit Limited Number Unlimited; 5 Unlimited;
ce vIstts Covered’ $25 Copay’ Not Covered $25 Copay’
Subject to
No Copay; Fully : $100 (Waived if | Suject to Deductible .
ED : D It
Copayment Covered Admitted) and Coinsurance® ed}lmb e and
Coinsurance
Subject to
Urgent Care .
C & Not Covered’ $50 Not Covered’ Deductible and
opayment X
Coinsurance

! Deductible listed applies to in-network providers. Out-of-network deductible is $1,200/2,100.
2 Out-of-pocket maximum is for in-network services. A separate, higher out-of-pocket maximum applies to out-of-network services .

3 Under the 2007 contract, Ford and GM covered five visits with a copayment, while Chrysler covered selected evaluation & manag-
ment (E&M) codes.

4 Ford has $20 copayments for physician office visits.
5 Chrysler provided coverage for selected E&M codes to new workers, subject to the deductible and coinsurance.
6 Ford covered ED visits for new workers under the earlier contract.

7 Under the earlier contract, Chrysler covered urgent care fully for legacy workers while deductible and coinsurance applied for new
workers.

Source: Blue Cross Blue Shield of Michigan, “Effective 2011 Auto UAW Benefit Overview Facility & Professional TCN, NPR, SCN Health
Care Coverage;” various UAW newsletters; internal unauthored GM document

Figure 1

Autoworker and Midwestern Employee Annual Per Person Health Benefit
Costs, 2011-2013

Regional Costs
W Autoworker Costs
$4,512
2011
$4,318
$4,675
2012
$4,990
$4,871
2013
$5,274
0 $1,000 $2,000 $3,000 $4,000 $5,000 $6,000

Source: Regional Costs from the Health Care Cost Institute, 2013 Health Care Cost and Utilization Report; and autoworker costs from
authors’ analysis of 2011-2013 autoworker claims data



National Institute for Health Care Reform

Research Brief No. 21 ® March 2016

Table 2

Estimated Annual Per Enrollee Expenditure Effect of 2012 Benefit Changes
on Health Care Expenditures, by Legacy and New Autoworkers

Spending Category ($) Legacy Workers New Workers
Total Expenditures $207.46* $571.47%%
Inpatient Facility 40.92 249.37
Emergency Department 15.40 6.35
Outpatient Visits 38.18** 60.01**
Inpatient Visits -1.65 -6.41
Major Procedures 9.41 494
Minor Procedures 56.49* 56.14
Standard Imaging 2.46 -5.06
Advanced Imaging 29.68** 65.72*¢
Other Diagnostic Tests 34.49¢ 50.34**
Prescription Drugs 40.03** 96.62**
Other -11.86 -21.86

*Statistically significant at p<0.05.
**Statistically significant at p<0.01.
Source: Authors’ analysis of 2011-2013 autoworker claims data

Spending Increases for Rx
Drugs and Procedures

Physicians often order tests and prescribe
drugs as well as perform procedures on
patients during visits, so it is not surpris-
ing that in addition to higher spending
on physician visits, there were significant
expenditure increases on prescription
drugs and ancillary services. Spending on
advanced imaging—such as magnetic reso-
nance imaging (MRI) and computerized
tomography (CT)—was nearly $30 and $66
higher per enrollee annually after 2011 for
legacy and new workers, respectively, than
under the earlier benefit structure.
Similarly, other diagnostic tests were
$34 and $50 higher per person annually,
respectively, for the two groups. Spending
for minor procedures increased an average
$56 per capita annually, but the increase
was only statistically significant for legacy
workers and dependents. Finally, spend-
ing on prescription drugs increased $40
and $97 per enrollee annually for legacy
and new workers, respectively. Increases in
advanced imaging and minor procedures,
in particular, suggest that specialist visits

likely drove most of the increase in overall
spending.

The new benefit structure, however,
did not reduce spending on emergency
department visits, with both ED visits and
spending increasing, but only by small and
mostly statistically insignificant amounts
for both legacy and new workers. Urgent
care costs were too small to examine as a

separate category.

Implications

Expanded coverage of physician visits

in autoworker health plans in 2012 rep-
resented a significant change in benefit
structure.” Generally, collectively bargained
health plans are more generous and have
less patient cost sharing than other employ-
er-sponsored plans.® For example, hourly
autoworkers pay about 6 percent of their
health care costs out of pocket on average,
compared with 15.2 percent for workers
nationwide.” Yet, the limited coverage for
physician visits before 2012 was one aspect
of autoworker plans that was notably less
generous than most employer-sponsored
plans.

On the one hand, insurance is designed
to protect people from large unforeseen
health care costs, such as a hospitalization,
rather than routine care. On the other hand,
costs for physician visits are sufficiently
high that lack of coverage could discourage
people from seeking important care, such
as managing chronic diseases. Additionally,
the possibility exists that the large increase
in physician visits reflects that claims for
some office visits were never filed under the
previous benefit structure when the visits
were not a covered service. While the large
2012 spending spike was consistent with
pent-up demand for physician visits, if that
were the case, one would expect spending
to decline in 2013, but it did not.

Delays in seeking care can result in
bad health outcomes and more expensive
care later. As a result, some health plans
are covering primary care physician office
visits with no patient cost sharing. Insurers
hope that offering free visits to primary
care doctors will both benefit patients and
lower spending by catching illnesses before
they become harder and more expensive
to treat."’ For example, prescribing antibi-
otics promptly to a patient with bacterial
pneumonia could avoid a lengthy and costly
hospitalization.

In addition, free or low-cost primary
care visits also might reduce the use of more
expensive urgent care centers and emer-
gency departments. Yet, the 2012 increase
in the coverage of physician office visits in
autoworker health plans did not distinguish
between visits to primary care or special-
ist physicians. In general, greater reliance
on primary care physicians is associated
with lower health care spending, while
use of specialist visits is often associated
with higher spending, largely because of
increased ancillary services, such as tests
and procedures.""

Redesigning health benefits to distin-
guish between visits to primary care and
specialists can be viewed as a component
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of value-based insurance design (VBID).
VBID generally refers to efforts to structure
patient cost sharing and other health plan
design elements to encourage the use of
high-value clinical services—those with the
greatest potential to improve health—and
discourage the use of ineffective services.
The other major health benefit change
that took effect in 2012 was an increase in
cost sharing for emergency department
visits, which did not significantly affect ED
use or spending. The hope was that enroll-
ees would shift utilization from emergency
departments to physician offices as the
former became more expensive and the lat-
ter more affordable. Previous research has
found that cost sharing does affect ED use,
so the results are somewhat surprising."
It is possible that the contingent nature of
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BALANCING ACCESS AND COSTS: HEALTH BENEFIT STRUCTURES FOR PRIVATELY INSURED PEOPLE
SUPPLEMENTARY TABLE

Supplementary Table 1
Sample Characteristics for All Autoworkers and Analysis File Workers in

2012
2011-2013 Panel Group 2012 All Autoworkers
(Standard Error) : (Standard Error)
Median Family Income by Zip Code (?;:;zizz) (?::(1)2122)
Percent African-American by Zip Code égég) (;32;
Percent Hispanic by Zip Code (:112) égé)
Percent Other Race by Zip Code égi) (;ig)
Percent Male (823) (gg:)l)
Chronic Condition Index! (gég) (g ;61)

1 Based on the weighted Charlson comorbidity scale.
Source: Authors’ analysis of autoworker claims data



