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Introduction

Choosing a health plan is a big
decision. Help your clients make
the right one.

Today’s employers face pressures from all sides. If you want to grow, you must
innovate. To innovate, you must attract a diverse workforce. To attract a diverse
workforce, you must have a competitive benefits package. Then, you must keep
that workforce happy unless you want to spend up to 1.5-2x the positions’
annual salary to replace them. You must also remain financially solvent.
How do you please all these masters? One strategy is to give your employees a
choice in their healthcare.
Nearly half of all large companies have started offering High Deductible
Health Plans (HDHPs) because not everyone wants the sprawling, expensive,
all-encompassing health insurance plan. Total costs for health benefits are
also expected to climb another 5% in 2020, making many traditional plans
financially unsustainable for most companies. By giving employees a range of
options, they can make the best decisions for themselves and their families,
and you can help employers contain costs.

The average general annual deductible has increased 36% over
the past 5 years, from $1,217 in 2014 to $1,655 in 2019.*

To determine what those options should be, you must take into account the
demographic makeup of your employees, your budget, and what incentives
you can offer to encourage participation in health plans with lower premiums.

* Source: Kaiser Family Foundation
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HDHPs
& HSAs
High Deductible Health Plans
& Health Savings Accounts
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High Deductible Health Plans with an HSA
High deductible health plans are insurance products which have
deductibles of at least $1,400 for an individual and $2,800 for a
family in 2020. Since they have high deductibles, they can be
paired with a Health Savings Account (HSA) into which
employees, employers and employees’ loved ones can deposit
pre-tax money to help pay for out-of-pocket medical expenses.

HOW HSAs WORK:
HSAs are saving accounts into which employees
and employers can deposit pre-tax money for
employees to use on IRS-approved healthcare
costs like deductibles and other out-of-pocket
expenses.

If the HSA administrator
offers a debit card,
employees can use this
card to pay for expenses
directly. If there isn’t a
debit card option,
employees will have to
pay for expenses out-ofpocket, then submit
information to be
reimbursed.

After the age of 65, HSAs function like any other retirement
account, meaning employees can use their money on whatever
they want. Something that makes HSAs really attractive to
employees is the fact that they own their HSA, not the employer,
meaning they can access the money even if they leave the
company, and whatever money they don’t use at the end of the
year rolls over into the next year. These accounts are ONLY
available with qualifying high deductible health plans.

“…HSAs can help build substantial
savings for healthcare, or in the
future, retirement.”
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The Benefits of HDHPs + HSAs
Good for the Employer and the Employee

HDHPs typically have the lowest annual premiums of the health
insurance plans so they allow employees (and employers) to
save money. Employees can deposit some of the money they
save into an HSA to help cover deductibles and other out-ofpocket expenses. HSA deposits are pre-tax, and since employees
don’t forfeit unused money at the end of the year, they can build
substantial savings for healthcare, or in the future, retirement.
HDHP deductibles and out-of-pocket maximums are typically higher
than traditional plans, so people with chronic conditions might find
this type of plan pushes too much of the financial burden of their
healthcare onto them.
HDHPs allow employers to offer their current and prospective
employees the choice of a PPO without the high cost on their
end. Even though the deductibles are typically higher than
traditional plans, pairing the HDHP with an HSA can make them
attractive to employees. Employers can also shift some of their
cost savings to employees’ HSAs at the beginning of the year so
employees don’t fear a medical emergency before they’re able
to build up a financial cushion. Deposits into employees’ HSAs
can result in a significant amount of tax savings.

The Average Cost of an HDHP Plan
Individual

Family

Avg. Premium Cost
(w/ HSA)

$6,211

$18,433

Avg. Employee Cost
(w/ HSA)

$990

$4,376

Avg. Annual Deductible

$2,486

$4,779

Total Employer Premium
Cost ( w/ HSA)

$5,222

$14,058

Source: Kaiser Family Foundation. “2019 Employer Health Benefits Survey.” Sept. 2019.
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PPOs

Preferred Provider Organization
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How PPOs Work
for Employees

Preferred Provider Organizations (PPOs) provide employees
with the greatest choice when it comes to physicians and
specialists and since there’s a lot of overlap between different
PPO networks, there’s a high chance employees will get to keep
their doctors even if their employer switches to a different PPO
provider.
PPOs are one of the easiest health plans for people to
understand and give comfort to older workers who want to
know up-front what their annual out-of-pocket responsibilities
are going to be. While PPOs tend to offer the most in terms of
care, they also end up costing the most in comparison to other
plans.

The Effects of PPOs for
Employers
PPOs are typically a great recruiting tool due to the level
of choice they offer employees without putting them at
risk financially.

“…easiest health plan
for people to
understand.”
They’re also the most widely understood type of health
plan, making employee education much easier. And they
give you greater flexibility to shop around since switching
your PPO provider probably won’t cause employee
dissatisfaction due to loss of their preferred doctors.

PPOs are typically the most
expensive type of health plan
by as much as 20%. They’re
expensive because they
typcially cover the widest
range of medical services and
providers, and the greatest
percentage of the services’
overall cost.
If plan users aren’t using all of
the medical services offered by
a PPO, they’re paying 20%
more for a health plan that
they’re not even using.

6

The Average Cost of a PPO

PPOs are the plans that provide the most options for employees, offering a variety of
doctors and specialists. PPOs are common for older employees who prefer stability over
cost savings, people with families, and those who may need specialized doctors.

The Average Cost of a PPO Plan

Average Premium Cost

Individual

Family

$7,675

$21,683

The Average Cost of an HDDHP Plan
Average Employee Cost

$1,454

$6,638

Average Annual Deductible

$1,206

$2,883

Total Employer Premium Cost

$6,221

$15,045

Source: Kaiser Family Foundation. “2019 Employer Health Benefits Survey.” Sept. 2019.
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HMOs

Health Maintenance Organizations
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How HMOs Work
for Employees

Health Maintenance Organizations (HMOs) have no deductible
and typically have the most affordable premiums of other
health plan options (by as much as 20%). This results in major
savings to employees (and employers) without putting them
financially at risk with a higher deductible.
HMOs are typically easy for employees and employers to
understand and navigate. Since HMOs have their own specific
network of doctors, hospitals and other type of providers, it’s
not difficult to determine whether or not a service is in-network
or out of it.

The Effects of HMOs for
Employers
The HMO model is centered around cost containment.
That means, not only are premiums the cheapest of the
traditional plans, they also provide employers with the
best claims data. This is a huge plus if you’re considering
level-funded or self-funded plans in the future.

“…relatively easy to
understand and
navigate.”
When it comes to medical care, most employees want
choice at a reasonable cost. HMOs may be the cheapest
of the traditional plans, but they aren’t the cheapest
option in the market and they don’t give employees
much choice. If you historically only offered employees
an HMO because of cost, consider providing alternatives
to be more flexible in terms of medical providers.

There’s not a lot of flexibility or
choice when it comes to an
HMO plan. HMOs typically hire
their doctors directly so
switching from one HMO to
another, or switching from
another type of plan to an HMO
would likely be disruptive to
employee healthcare and can
lead to employee
dissatisfaction.
Copays are also typically
higher than PPOs for
specialized services and
employees will have fewer
choices when it comes to
pharmaceuticals and specialty
drugs.
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The Average Cost of an HMO

HMOs are typically a more affordable option than PPOs, but limits the providers to the ones
within that HMO network. For certain regions, HMOs may be the only option. HMOs are
incredibly convenient for individuals who prefer more of a one-stop shop for health needs.

The Average Cost of an HMO Plan

Average Premium Cost

Individual

Family

$7,238

$20,697

The Average Cost of an HDDHP Plan
Average Employee Cost

$1,058

$6,009

Average Annual Deductible

$1,200

$2,905

Total Employer Premium Cost

$6,180

$14,688

Source: Kaiser Family Foundation. “2019 Employer Health Benefits Survey.” Sept. 2019.
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Next Steps:

Choosing the Best Options for Your
Employees
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Step 1: Determine who is using the healthplan.

A tenured employee has different health needs than a new grad.
A health insurance plan is only as good as the number of
participants. Meaning, if you choose to switch to an HMO
because it seems cost-effective for both the company and
employees and it is easy for employees to understand, but your
staff is full of people with young families who want to keep their
current pediatrician, then you’ll likely have low participation
with your healthplan come open enrollment season.

Low participation means the
company wasted money on health
plan setup and education and
employees will likely pay more for
premiums since they’re purchasing a
private plan or one through their
spouse’s employer.

Low participation means the company wasted time and money
on health plan setups. What can you do to prevent that?
Take stock of your employee demographic. Are they mostly
younger, tech savvy and overall healthy? Are they older or does
anybody have any chronic conditions? Do they have
dependents? You have to make sure that not only the type of
plan you choose (i.e. HMO, PPO, HDHP with HSA) works for their
situation, but also that the plan provider makes it easy for
employees to use their insurance. If the health plan isn’t easy for
your employees to use, this could cause major administrative
headaches for your HR department.

Some questions to help you consider what is best for
your employees:
•

How old are your employees?

• Any chronic conditions to be aware of?

•

Are they married?

• How important is doctor choice?

•

Do they have any dependents?

• How important is cost to an employee?

•

Are they tech savvy?

•

Is learning a new system challening?
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Step 2: Determine what the potential plans offer.
Do the plan offerings meet your employees needs?

If you want healthy employees, you have to provide health
insurance that covers their basic needs. Yes, that means annual
physicals and other preventative care, but it also means
chiropractic and psychotherapy visits. It means you have to
consider whether your insurance allows employees to see a
specialist if they need one. This also means ensuring that
treatments for chronic conditions like diabetes and cancer are
covered.

The Affordable Care Act dictates that high deductible health
plans must cover all preventative care, regardless if an
employee’s deductible has been met or not.
Beyond preventative care, you should review pharmaceutical
coverage. Most HMO and PPO plans have a three-tiered costsharing scheme for prescription drugs. Usually, the lower the
tier, the greater the precentage of cost the health insurance
covers:
• Tier 1: Generic Drugs
• Tier 2: Brand-name drugs
• Tier 3: Specialty Drugs
On the other hand, HDHPs typically cover the same percentage
of cost regardless of whether the drug is generic, brand name, or
specialty. Some HDHPs also have no cost-sharing prescriptions
after the employee meets their deductible. Employees who need
brand-name or specialty drugs to manage a chronic condition,
may like this about HDHPs. They’ll also like that they can use
funds from their HSA to pay for their out-of-pocket costs.

Important considerations:
Two things that are not typically covered under traditional
health plans or HDHPs are dental and vision, so you will have to
purchase separate insurance for these services.
That being said, employees can still use HSA funds to cover outof-pocket expenses for both dental and vision care.
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Step 3: Determine your budget.

What can you afford to provide for your employees?
Benefits are often the second largest expense item for comapnies, so before
choosing your plans, it’s important to know what you can afford. If you want
to offer a more affordable option in the form of an HDHP with an HSA and a
more expensive traditional health insurance plan, think about how you can
incentivize employees to participate in the lower cost plan by, for example,
contributing to their HSA and educating them on the tax benefits of HSA
contributions. Employers can also receive significant tax savings when they
contribute to their employees’ HSAs.

Potential Employer Tax Savings
Here’s an example of potential employer tax savings using https://
Lively’s Payroll
https://
Tax Calculator. For this sample, we took the average employer
livelyme.com/
contribution
livelyme.com/
and the average employee contribution to get these totals.payroll-taxpayroll-taxsavings
savings
Employer Savings
Employer Net Savings

$15,422 Annually
$1,285 Monthly

$12,590 Annually
$1,049 Monthly

Monthly Contributions
Employee Contribution

$162

Employer Contribution

$48

Combined Contributions
Number of Employees
Total Monthly Contributions

$210
80
$16,800

Tax Savings
Payroll Tax

7.65%

Employees also save 7.65% for a combined payroll tax savings of 15.30%

Monthly Tax Savings

$1,285

Annual Tax Savings

$15,422

Net Savings
Monthly Net Savings

$1,049

Annual Net Savings

$12,590
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Summary
What happens to your employees’ health coverage if they leave
your company? Most employer-sponsored health insurance
ends once the individual leaves. Yes, there’s COBRA, but that’s
often cost-prohibitive for employees especially if they’ve just
lost their source of income.
For those employees with dependents, the stress of losing
health coverage can be even worse than the stress of losing
their paycheck. You can mitigate this stress by offering an HDHP
with an HSA. Since employees own these contribution and can’t
lose them unless they use them, health savings accounts serve
as a type of supplementary health insurance employees can
take with them if they leave or change companies.
Sometimes employees push off retirement too long because
they don’t have enough of a financial cushion. After the age of
65, HSAs act like any other retirement account and the
additional $1,000 catch-up contribution allowance enables
older employees the ability to build even more savings pre-tax.

Employees want choice
& security

Strong benefits attract
(and retain) top talent

Employees want both choice and
security when it comes to healthcare
and HDHPs combined with HSAs
satisify both of these needs.

HDHPs with HSAs are a good
recruiting tool because they give
individuals choice, flexibility and
they provide a form of portable
insurance.

Ensure the insurance of
every employee

Great benefits don’t
need to break the bank

Whether you’re covering the freshout-of-college contributor or the
tenured executive, everyone’s needs
should be met.

HDHPs allow you to meet the
healthcare needs of the widest range
of employees while containing costs
towards the business.
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About Lively, Inc.
Lively is a modern Health Savings Account (HSA) platform for
employers and individuals. Lively’s user-centric solution creates
an intuitive user experience allowing consumers to get the most
out of their HSA.
Lively HSAs work alongside HSA compatible plans to make
healthcare easier for everyone. Lively was started to help
consumers optimize their healthcare spending, maximize their
savings, and better their livelihood.
Lively is headquartered in San Francisco, CA.
For more information please visit Livelyme.com
or follow us on Twitter https://
(@LivelyHSA)
twitter.com/
Livelyhsa

