
Is your wellness program compliant? HIPAA nondis-

crimination rules that take effect for plan years beginning 

on or after July 1 impose stricter rules on employer well-

ness programs. From rewarding outcomes tied to health 

factors to compelling participation, aspects of some well-

ness programs may need to be changed.  

Wellness is hot, said Andy Anderson of Morgan, 

Lewis and Bockius in Chicago. And although these pro-

grams will continue to be popular, they now must pass 

an additional level of scrutiny. 

CDHPs are at particular risk, because wellness pro-

grams are often a crucial element. This is particularly true 

inasmuch as the bulk of the regulations were developed 

before CDH had fully emerged. 

Anderson spoke during this spring’s Consumer 
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New rules may require 
wellness-program changes
HIPAA nondiscrimination regulations apply 
to plan years beginning on or after July 1

Health World meeting in Las Vegas as part of a workshop 

titled “New Developments and Nuances in the Law: Is 

Your Design Still Legal?” Although he noted that most 

wellness programs meet the new standards, many may 

need a bit of tweaking.

Background

Late in 2006, the U.S. Departments of Labor (DOL), 

Treasury, and Health and Human Services jointly issu- 

ed final regula-

tions regarding 

HIPAA’s non-

discrimination 

requirements 

for wellness programs (www.dol.gov/ebsa/regs/fedreg/

final/2006009557.htm). They are intended to clarify and 

expand upon proposed regulations that were first issued 

in 2001. The July 1 effective date means most employers 

will be grappling with the regulations during this fall’s 

open enrollment season.

There’s a lot at stake if the regulations are not met. 

Penalties include:  

➤  Fines of $100 per day, per person, per violation

➤	 A DOL audit 

➤	 DOL actions under the Employee Retirement Income 

Security Act of 1974 (ERISA)

➤	 Private actions under ERISA 

Although the HIPAA nondiscrimination rules have 

been around in draft form for six years, the standards 

proposed for wellness programs were incomplete and 

were not enforced, explains Michael Langan of Towers 

Perrin in Valhalla, NY. Accordingly, they were generally 

viewed as merely advisory.

No longer: “The grace period is over. It’s time to toe 

the line,” Langan says.
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“�The grace period is over. 

It’s time to toe the line.” 

—Michael Langan
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Legal issues

Many wellness programs will have to change, and 

now is the time to make sure they meet the HIPAA 

standards. Despite the July 1 implementation date, most 

plans follow the calendar year, so the rules will take ef- 

fect January 1, 2008. Accordingly, this fall’s enrollment 

period will be crucial. “This summer is a crunch time,” 

says Langan. 

Employers are gradually realizing that they need to 

examine their wellness programs, he says. “That wave of 

recognition is still building across the employer commu-

nity. It will break this summer.” 

Designing a compliant wellness program

Anderson’s presentation primarily focused on well-

ness programs connected to a health plan. 

He warned the new HIPAA regulations may take 

the teeth out of some of these programs. The problem, 

Anderson explained, is that the programs most likely to 

pass muster are the ones that involve carrots, not sticks, 

because there can be no penalty for failure. And those, 

he said, are the least effective. So the new rules could 

blunt effectiveness.

What clearly fits safely inside the regulations? Many 

current wellness programs are well within the limits, 

including those that offer unconditional rewards based on 

participation rather than outcomes. These are generally 

acceptable, provided they are available to all similarly situ-

ated members. Citing the regulations, Anderson offered the 

following examples of programs that would be acceptable: 

➤	 A program that reimburses the cost of membership in 

a fitness center 

➤	 A diagnostic testing program that provides incentives 

based on taking the tests rather than on the test results 

➤	 A program that waives copayment or deductible for 

preventive care (e.g., prenatal care or well-baby visits)

➤	 A program that pays for smoking-cessation programs 

(regardless of outcome)

➤	 A program that rewards employees who attend a 

monthly health education seminar 

Rewards can be based on the satisfaction of a health-

factor-related standard, but such programs must satisfy 

five additional requirements.

1.	 The reward for all wellness programs cannot exceed 

20% of the full annual cost (to employer and employ-

ee) of the health plan. 

2.	 The program must be reasonably designed to promote 

good health or prevent disease, and not be a subter-

fuge. In other words, it cannot be overly burdensome 

or be a ploy to discriminate based on a health factor.

3.	 The program must give individuals the opportunity to 

qualify for the reward at least once per year.

4.	 The reward needs to be available to everyone. That 

means there must be a “reasonable alternative stan-
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dard” for those who cannot meet the goals, or for 

whom it is medically inadvisable. (The wellness 

program sponsor may require a statement from an 

individual’s physician.)

5.	 The alternative standard must be disclosed in all 

material. 

Health risk assessments provide an example of 

a wellness initiative that will probably be compliant, 

provided that the data are handled in accordance with 

HIPAA privacy rules. (Americans with Disabilities Act 

concerns remain, however; see the sidebar, “HIPAA- 

compliant programs may still violate ADA,” below.)

These assessments generally are:

➤	 Completely voluntary

➤	 Offered to everyone in the health plan

➤	 Subject to reward when completed; however, the 

reward isn’t based on health status

Safe harbors? 

The HIPAA nondiscrimination regulations apply to 

wellness arrangements connected to health plans. However, 

warns Langan, the final rules that take effect this month 

aren’t just applicable through ERISA—they also apply 

through the Internal Revenue Code and to certain govern-

ment plans covered by the Public Health Service Act. It’s 

simply not feasible to structure a wellness program that’s 

going to avoid all of those laws and still have a demonstra-

ble effect on employer health plan costs, Langan says. 

Although a true stand-alone wellness program 

that, for example, provides unconditional rewards and 

doesn’t tie in to the health plan may avoid the HIPAA 

nondiscrimination rules (think subsidized health club 

membership), most wellness programs do have a plan 

connection, he explains—and it’s that connection that 

triggers the need for compliance.

Delinking the wellness plan from the health plan 

may not be a good option, Langan suggests, because in 

a CDH environment, employers often want to make 

that connection between wellness and health plan cost. 

However, Anderson noted that there’s “a lot of flexibil-

ity” in terms of what constitutes a “group health plan.” 

He expects to see employers become more creative 

in how they structure their wellness programs relative to 

their health plans. In addition, in states where it’s legal, 

employers who can no longer reward people for certain 

health outcomes may hire or retain employees based on 

health behaviors or characteristics (within ADA limits). 

Some employers may offer different levels of coverage 

based on participation in various programs, he said. 

Wellness programs and health risk assessments are 

also subject to the Americans with Disabilities Act (ADA), 

administered by the U.S. Equal Employment Opportunity 

Commission (EEOC). Wellness programs that comply 

with the HIPAA nondiscrimination regulations could still 

be in violation of ADA rules, warned Andy Anderson of 

Morgan, Lewis and Bockius in Chicago, during this spring’s 

Consumer  Health World meeting in Las Vegas. 

Programs that include voluntary medical examina-

tions and activities, including health risk assessments, are 

allowable, provided that such records are confidential and 

kept separate from personnel records. But voluntary is a 

subjective thing: In theory, the programs are voluntary pro-

vided that the employer neither requires participation nor 

penalizes nonparticipation. According to some EEOC staff 

members, if the carrot is too attractive, it could be nearly 

impossible for an employee to pass up, bringing into ques-

tion whether the program is truly voluntary, says Michael 

Langan of Towers Perrin in Valhalla, NY.

Informal guidance also indicates that making health 

plan coverage contingent on completing a health risk 

assessment may cross the line. The ADA is “the wild card,” 

Langan says. The rules are more ambiguous than the new 

HIPAA wellness standards. No employer wants to be the 

test case, but eventually, there will either be new guidance 

clarifying how the ADA applies to a variety of wellness pro-

grams, or the ADA standards will be litigated, he warns.

HIPAA-compliant programs 
may still violate ADA

> continued on p. 88
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Common pitfalls

Anderson pointed to several ways in which wellness 

programs fall short of the new regulations:

➤	 They fail to provide a reasonable alternative standard. 

The most common example, he said, is the antismok-

ing crusader who doesn’t want to provide a reason-

able alternative to total smoking cessation. 

➤	 They increase the plan’s copay for failure to partici-

pate. The problem is that the employer cannot be sure 

that the extra costs for disease-related expenses will 

remain under that 20% threshold. 

➤	 They stack multiple incentives (or penalties) that cross 

that 20% threshold. 

At the same meeting during which Anderson and 

his attorney colleagues warned employers about these 

compliance issues, some wellness proponents advocated 

approaches such as firing smokers and taking a hard-line 

approach to obesity. It remains to be seen how that will 

play out. Such approaches may not pass HIPAA nondis-

crimination scrutiny, Anderson warned. 

Expect changes

Although the new regulations won’t put an end to 

wellness programs, employers and third-party providers 

of these programs will need to analyze them in light of 

the regulations, says Langan. “All of these wellness fea-

tures really need to be scrubbed under the HIPAA non-

discrimination rules, similar to the effort a few years ago 

to bring plans into compliance with the HIPAA privacy 

rules,” he says. 	

Because this analysis hasn’t happened widely, attor-

neys are becoming more adamant in advising clients 

about the need to do so. But this chorus of lawyerly 

concern shouldn’t be interpreted as a call to end wellness 

programs, says Langan. “I don’t think it means wellness 

programs are doomed; it’s just that some of them may 

need to be tweaked or altered,” he says. Some employers, 

faced with the additional compliance burden and a weak-

er wellness program, may decide that they’re not worth 

the effort, he adds. Come January 1, Langan expects 

most wellness programs to be compliant. Some, however, 

will be dropped, and a few that were not reviewed may 

not meet HIPAA requirements. 

But whereas employers and health plans need to 

examine and perhaps alter their wellness programs,  

they must learn—now—how to steer clear of potential 

litigation and stiff financial penalties, says Langan. 

Ideally, employers and health plans won’t be the only 

ones making changes. Anderson wants to see changes in 

the regulations to further clarify what’s compliant and 

what’s in violation. “HIPAA needs to evolve,” he said. n

Legal issues < continued from p. 87
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Transparency

Consumers, physicians differ on providers’ role 
Consumers trust their doctors, but doctors don’t want to be the source of quality and price data

As healthcare consumers begin shopping for products 

and services, they expect providers to provide informa-

tion about cost and quality. But a recent study suggests 

that many physicians can’t—or won’t—take on this role.

A new study by McLean, VA–based Booz Allen 

Hamilton (BAH), “Consumer and Physician Readiness 

for a Retail Healthcare Market—Changing the Basis of 

Competition,” reveals a gap between consumer demands 

and what many providers are prepared or willing to 

deliver. 

Many patients, especially those in CDHPs and 

HDHPs, are beginning to act like true retail consumers, 

working at making decisions based on comparisons of 

value. 

However, patients are facing a physician community 

that, generally, is not responding to demands for addi-

tional information, more competition, and an enhanced 

advisory role, explains Rick Edmunds, a BAH vice pres-

ident and a coauthor of the study. 

The BAH-commissioned Harris Interactive poll of 

almost 3,000 patients and 600 physicians (400 special-

ists and 200 primary care physicians) finds “a disconnect 

between the robust information that consumers expect 

physicians to provide versus what physicians themselves 

are willing or able to offer.”

Early stages of shopping

Many of the survey’s findings won’t come as a sur-

prise to those watching the evolution of CDH. Consumers 

with greater responsibility (e.g., those in CDHPs and 

HDHPs) are more likely to substitute lower-cost options 

for products or services; nearly 40% said they were very 

or extremely likely to use a primary care doctor instead 

of a specialist (compared to 30% in traditional plans), 

and 68% said they were willing to switch from a branded 

prescription drug to a generic to save money (versus 62% 

in traditional plans). 

Interestingly, only 34% would change from one 

branded drug to another for the same purpose (though 

that’s still higher than the 24% in traditional plans).

Twenty percent of consumers with HDHPS or CDHPs 

indicated that they have asked their primary care doctor 

up front about the price of services (versus 13% of those 

in traditional plans). 

Likewise, 35% of those in HDHPs and CDHPs will 

ask about prescription prices (versus 20% in traditional 

health plans).

Significantly, those in HDHPs and CDHPs are more 

willing to spend more money now to avoid complications 

down the road. (For details, see the June CDH.)

Cost and quality data

Although the patient population is creating pressure 

on doctors for cost and quality transparency, often the 

doctors won’t—or can’t—share it. 

 About two-thirds of consumers with greater cost 

responsibility (e.g., those with CDHPs or HDHPs) indi-

cated that they would find quality information about a 

provider’s medical errors and safety rate for a specific 

type of treatment extremely or very useful. 

In contrast, 19% of physicians surveyed currently 

make such safety and error data available, and only 16% 

indicated that they plan to do so in the next two to three 

years. 

Likewise, about two-thirds of CDHP and HDHP con-

sumers indicated that they would find data on expected 

out-of-pocket costs extremely or very useful: They want 

to know what they can expect to pay for a medical prod-

uct or service. But consumers and physicians have differ-

ent ideas about just who should provide this information. 

Sources of information

Consumers and physicians have similar goals: They 
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want better information on the cost and quality of health 

products and services, but they disagree on which sources 

can be trusted to provide these data, explains David G. 

Knott, a New York City–based senior vice president at 

BAH and a coauthor of the study. 

Patients are turning away from employers and the 

government. Instead, they are asking family and friends, 

independent sources (e.g., Consumer Reports), and physi-

cians. And although many health plans are starting to 

provide such data, consumers consider health plans to be 

among the least trustworthy (along with employers, the 

government, and the pharmaceutical industry). 

In contrast, 60% of physicians consider health plans 

the best source for cost data. 

And, despite the fact that only about one-third of 

the physicians surveyed offer, or plan to offer, quality 

data, they consider themselves to be the best source of 

these data.

So how does this reconcile with their unwillingness 

to provide quality data? Edmunds has some insights. 

Doctors feel they have much of the information about 

quality, and they believe they are the best interpreters. 

Accordingly, he says, they don’t want to provide the raw 

data to patients, lest they misinterpret it.

Taking action now

 Physicians are being asked to take on new roles—

roles for which they may be ill-equipped. But Kenneth 

T. Hertz, CMPE, senior consultant at MGMA Health 

Care Consulting Group in Alexandria, LA, argues that 

practices can play a role in helping patients get the infor-

mation they need, but, he says, “doctors don’t need to be 

in the middle of this.” 

Consumerism is placing greater responsibility on 

patients, and it may fall to physicians to remind them 

that they bear responsibility for their own healthcare, 

says Hertz. 

And increasingly, there are resources to help con-

sumers do this. However, motivating consumers to use 

such resources may be tough. As the study suggests, 

patients trust their physicians more than they trust their 

health plans.

The reluctance or inability of physicians to provide 

the cost, quality, and service data consumers need, cou-

pled with consumer distrust of many existing sources, is 

leading to the emergence of third parties—unrelated to 

either providers or insurers—to fill the gap, says Knott. 

Insurers may bear some responsibility for consum-

Transparency < continued from p. 89
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ers’ frustrations as well—and physicians often share 

these frustrations, notes Hertz. What patients often fail 

to understand, he says, is that until recently, physicians 

themselves had to beg insurers to tell them how much 

they would pay for a procedure.

Looking ahead

Physicians, despite their resistance, acknowledge the 

growing significance of CDH; those surveyed by BAH 

consider CDH more than a passing fad. 

In fact, they place consumerism at the top of the list 

of issues that will affect their practices over the next three 

to five years. (See Figures 1 & 2.) 

Nearly 90% expect to see an increase in the share of 

their patients enrolled in high-deductible plans over that 

period. 

The study finds that physicians see clear winners and 

losers in this new environment. 

They believe that employers, health plans, and—

interestingly—patients, have the most to gain, and that 

physicians, pharmaceutical companies, and hospitals 

have the most to lose. 

In the win column, more than half of all physicians 

surveyed felt CDH would lead to greater patient attention 

to clinical quality. 

Seventy percent expect it to lead to greater patient 

attention to the level of service received from providers, 

and 84% believe it will result in greater patient attention 

to healthcare costs. 

Many physicians also think CDH will have a negative 

effect on patients. 

Fifty-eight percent of physicians expect patients to 

limit their use of necessary healthcare services and proce-

dures; 69% believe that patients will have difficulty pay-

ing their healthcare bills and expect to see more bad debt. 

About 40% of physicians surveyed think CDH will 

have a very or somewhat negative effect on hospitals, 

pharmaceutical companies, primary care doctors, and 

specialists. Only about 20% believe that consumerism 

will produce better health outcomes or more rewarding 

patient-physician relationships. (See Figure 3.)

 But what may be the bottom line for consumers 

with CDH plans is that although practitioners recognize 

the effect of CDH, most of the doctors surveyed indicated 

that they don’t expect to provide more cost and quality 

information to patients. (See Figure 4.)

Hence, the impasse. But it’s not just consumers who 

will have to adjust, says Hertz—and he doesn’t put too 

fine a point on it. Physician practices don’t have to rein-

vent themselves, but they will need to respond as the 

rules of the game change, he says. “They can be cranky 

about it,” or they can say, “Okay, how do I take the rules 

and employ them, so that they work for me and my pa- 

tient?” Hertz says. n

Figures 3 & 4

Figure 3 Figure 4
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There’s no shortage of studies and reports regard-

ing CDHPs and their effect on consumer behavior and 

healthcare costs. 

But little of it is scientific, peer-reviewed research. 

Accordingly, some are calling for change, including the 

man dubbed “the father of HSAs.”

John C. Goodman, president of the National Center 

for Policy Analysis in Dallas, in a May blog entry, wrote 

positively about 

a recent Definity 

Health report. (See 

the June CDH 

for details of that 

study.) In fact, 

wrote Goodman, “the best survey data continues to come 

from the insurers.” But he added one more thing: “These 

data need to be subjected to peer-reviewed research. The 

sooner, the better.” Goodman is not alone in calling for 

more scrutiny. 

According to Meredith Baratz, vice president of 

market solutions for Definity, a UnitedHealth Group 

company, such calls have been emerging over the past 

few months. It’s only natural, given how the CDH indus-

try has grown, she says. 

And indeed, there is some peer-reviewed CDH 

research, especially in academia. However, most of the 

information comes from carriers and employer groups, 

notes Chris Calvert, vice president and senior health 

consultant at New York City–based Sibson Consulting. 

Even when that research is credible and unbiased, it’s  

still not truly peer-reviewed, he says.

For Cathy Tripp, a national practice leader for con-

sumerism at Watson Wyatt Worldwide in Minneapolis, 

the issue isn’t a lack of credibility of carrier-conducted 

research. 

Rather, the problem is that these companies know 

what they want to find. “When you see the findings  

Research

A growing call for peer review of CDH research 
Insurers have the best data; is it time to subject their work to the peer-review process? 

from the Aetnas and the Cignas and the Definities, the 

results can appear self-serving and predictable to the 

market,” Tripp says. It’s only natural, she says: These 

companies want to drive business, and they can make  

the case legitimately.

Academic perspective

Calvert suggests that employers looking for peer-

reviewed research turn to academics in the field, 

including Meredith Rosenthal at Harvard University 

in Cambridge, MA, Anthony LoSasso at the University 

of Illinois at Chicago, and Stephen T. Parente at the 

University of Minnesota in Minneapolis. 

He also suggests reading Office of Management and 

Budget reports on how the federal government’s CDHPs 

are working.

Parente, an associate professor, department of 

finance and director of the Medical Industry Leader- 

ship Institute at the university, says there is simply not 

enough peer-reviewed research; in particular, he wants 

to see carriers and employer groups subject their data to 

more outside scrutiny. 

To his knowledge, carriers aren’t subjecting their 

findings to external scientific review. At least, “not 

enough to make me believe their results are real,” he 

says. “It is very easy to vary a study design and get 180-

degree [different] results. What is usually presented is not 

sufficient because it is usually not comparable with previ-

ous work and methods.” 

External review vs. peer review

Ian Stanton, a spokesperson for Definity, says the 

company conducts “a peer-review process internally with 

individuals who have expertise in the study’s area, but 

who have not participated in its execution, to review our 

data and methodology for accuracy and validity.” (Parente 

was among those to review the methodology and design of 
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Definity’s three-year CDH impact study, released in 2006.)

Definity also shares its data—scrubbed of identifying 

information, of course—with academic researchers study-

ing CDH. Definity has no philosophical opposition to 

peer-review, says Baratz. The primary challenge is time. 

Traditional peer review, culminating in publication in a 

journal, can take months. 

But the debate about CDHPs is intense, and carriers 

want to make sure the information they have becomes 

part of the public debate right away, she says. The desire 

for a rigorous peer review process has to be balanced 

against the desire of employers to know how CDHPs are 

working now, she notes. 

So at this point, rather than dealing with the delay, 

Definity is seeking external input on methodology and 

design, as well as on the findings themselves. Eventually, 

the findings may be subjected to peer review, she adds. 

Parente acknowledges that for most companies, a six-

month peer-review process is too long; however, there 

needs to be some external review with a structured, con-

sistent context. It’s not enough to select an academic and 

ask him or her to “bless the study,” he adds. “It needs to 

be more a more rigorous—preferably blinded—review 

than that.”

Employers’ role

Parente says employers should demand rigorous 

studies. It’s not that difficult to set the bar higher, he says, 

noting that employers should talk to the academics, iden-

tify 10 study templates of sufficient statistical/economic 

rigor, and then insist that their data vendors or plans rep-

licate them.

If employers choose to devote more of their discre-

tionary income to medical care—actively or passively—

they should have a true accounting of their expenditures, 

Parente says. 

And, he adds, CDH accomplishes this better than any 

insurance model to date, other than an HDHP.

However, for CDHPs to be more than just HDHPs 

with some tax benefits, he notes, they need to include 

decision-support tools with genuine utility for the con-

sumer. Such tools let the consumers “become comfort-

able managing their healthcare financing as a personal 

responsibility.” 

To bring the healthcare inflation rate under control, 

he says “consumers need be as full participants in the 

process as possible.” On that point, there seems to be little 

disagreement. 

But to figure 

out how to do this, 

employers need 

good data. Making 

sure the data are 

good is a worthwhile investment, he argues, and employ-

ers should press for it. After all, says Parente, if healthcare 

costs are going to sink General Motors, “it certainly merits 

a vigil to keep tabs on potential ways out” of the current 

situation.

Carriers’ role

Parente wants carriers to apply the same rigor to their 

own studies that they do to medicine. Health plans demand 

at least one paper in a peer-reviewed publication before 

they will pay for a procedure or drug, he argues. “Why 

should they try to use an internal study and press release to 

produce inferior goods compared to their own standard?”

Carriers can add authority to their work by subjecting 

it to scientific scrutiny, says Tripp. “Independent third-

party validation will give credibility to the carriers that 

do this first.” (Tripp says Watson Wyatt is seeing some 

employers that have switched to these plans get favor- 

able results.)

Jay Savan, principal at Towers Perrin in St. Louis, 

takes a similar view. The findings of carrier studies, 

“however substantive and legitimate they are, would  

be more compelling if they either came from or were 

edited by an objective party,” he says. 

The conflict of interest—real or perceived—is a diffi-

cult hurdle to overcome. “The world’s just too jaded— 

or wise—to accept unedited information at face value,” 

Savan adds. n

“�The world’s just too 

jaded—or wise—to accept 

unedited information at 

face value.”

—Jay Savan
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HSA trends

Exante identifies habits of its health savings accountholders
Accountholders are almost evenly divided between savers and spenders

HSA accountholders appear to be evenly divided between 

savers and spenders, according to a new report by Exante 

Bank. Emerging Usage Patterns for Health Savings Accounts: 

Understanding Behavior of Spenders, Savers, and Investors 

may offer insights into the behavior of the average HSA 

user and help identify effective ways to deploy these  

savings vehicles. 

Almost exactly half of Exante’s 290,000 account-

holders are spenders, says G. Todd Berkley, vice presi-

dent of HSA/HRA products at Exante. That figure was 

a bit of a surprise to him; he expected the number of 

spenders to be higher.

Most of the rest are savers, but a growing handful fall 

into the investor category. 

This emerging group, now comprising less than 5% 

of Exante’s HSA population, represents the most active 

contributors with the highest balances and highest ex- 

pected tax savings. Investors averaged $2,000 in bank 

balances and they invested, on average, another $3,000 

in the mutual funds Exante offers. 

What’s particularly interesting, says Berkley, is that 

spenders put more money into their HSAs than do savers. 

Spenders carry balances that hover between $400 

and $600, spend 80% of contributions on current medical 

expenses, and contribute an average of $133 per month. 

The paper concludes that HSA accountholders are  

increasingly demonstrating different patterns of contribu-

tion and spending. For instance: 

➤	 Spenders are more likely to value convenience and 

low cost

➤	 Savers are more likely to value tiered interest rates 

and no-cost access to investments

➤	 Investors will accumulate higher balances over time; 

as they do, they demand more choice 

Consistency across plan types

Whether one saves or spends doesn’t seem to be  

related to plan affiliation. (Exante is a UnitedHealth  

Group company, but it also serves as an independent  

HSA custodian.) There were a few exceptions:

➤	 Those with an individual (versus group) plan are 

much more likely to be savers than spenders, even 

without factoring in any money rolled over from a 

prior administrator. (Sixty-eight thousand individuals 

rolled over MSAs from custodian Golden Rule.)

➤	 Those without an active HSA-eligible HDHP tend to 

be spenders (not surprising, as they no longer can 

contribute to the HSA).

➤	 The percentage of spenders is higher in smaller com-

panies. HSA holders in large employers are 53% 

spenders, compared to 52% in medium-sized busi-

nesses, and 60% in smaller employers. 

Health eAccess HSA is designed for healthcare spend-

ers who don’t carry a large balance in their HSAs and may 

prefer a basic account with easy access to funds and a lower 

monthly maintenance fee (waived if the balance is $500 or 

higher). This design will be available in the fourth quarter.

Health eSaver HSA is designed for those who carry 

higher balances in their HSAs in order to take advantage of 

higher interest-rate returns and who prefer to keep most of 

their funds in an Federal Deposit Insurance Corporation–

insured account. This account carries more competitive 

interest rates (depending on the account balance) and 

maintains free access to investments if the balance exceeds 

$2,000. Health eSaver is available now. 

Health eInvestor HSA is designed for consumers inter-

ested in maximizing the long-term savings potential of the 

HSA and who primarily use the account for investing. They 

can opt for a lower minimum investment threshold (e.g., 

$500) for expanded access to various mutual fund options. 

This design will be available in 2008. 

Exante’s targeted HSAs
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Product launch

Consumers will continue to push for greater custom-

ization, says Berkley. They will embrace choice, because 

“it allows them to find a solution that more closely 

matches their healthcare spending and saving habits.”

Exante’s findings about HSA use resulted in more 

than just another white paper. 

Based on those data, it launched three new HSA 

designs, each targeted to a different type of HSA holder: 

spender, saver, or investor. (See “Exante’s targeted 

HSAs” on p. 94.)

Offering the different designs is a smart consumer 

move, says Cathy Tripp, a national practice leader for 

consumerism at Watson Wyatt Worldwide in Minneapolis. 

Consumers use HSAs in different ways—she’s seen that in 

her own firm, which recently went full-replacement. 

“The hallway chatter tells me that people have different 

opinions on how to use their HSA.” It only makes sense to 

customize HSAs to address these different uses, she says.

She cites another reason for Exante to offer such 

options: customer loyalty in a dynamic marketplace. If the 

consumer is satisfied with Exante, he or she may leave the 

HSA in place even if the employer changes health plans. 

Exante may be a little ahead of where consumers are 

now, but that’s not a bad thing. “They are likely setting 

up to build some first-to-market capabilities,” Tripp says, 

adding that she expects other HSA banks to follow suit. 

She also points out that because Exante is owned by a 

health plan, it can “probably be a little more nimble than 

some of the more traditional banking institutions.” 

Balancing complexity and choice

One question is whether consumers are ready for yet 

another series of CDHP-related decisions. Exante’s white 

paper includes a warning about the balance between 

choice and complexity. 

“This desire for more complex product choice is at 

odds with the need for simple, understandable enrollment 

processes,” it notes, and that conflict hampers HSA adop-

tion. Consumers want more options—but those additional 

options bring additional complexity. 

Chris Calvert, vice president and senior health 

consultant at New York City–based Sibson Consulting, 

expressed similar concerns. He thinks other banks will 

probably follow Exante’s lead and offer more customized 

Consumers with HSAs and HRAs aren’t using their accounts as 

true savings vehicles, according to a new study—and ultimately, 

this could impair the adoption of CDHPs, according to the 2007 

Towers Perrin Study on Account-Based Health Plans (ABHP). 

(Note: Towers Perrin uses the term ABHPs to describe what 

are often referred to as CDHPs.)

The firm polled 1,000 employees who are either currently 

enrolled in an ABHP (i.e., an HSA or HRA) or had an ABHP 

option and opted for a traditional plan. 

Of those with an ABHP, 29% try to reserve account money 

for future financial protection, and 16% use the ABHP to save 

for healthcare expenses in retirement. 

These findings suggest that most CDHP participants don’t 

fully appreciate the value of their account, according to Towers 

Perrin’s analysis. 

CDHP participants aren’t saving, new study warns

Employees consistently undervalue the savings potential 

of CDHPs, says Jay Savan, principal at Towers Perrin in St. 

Louis. HSAs and HRAs are beneficial to savers and spenders 

alike, he acknowledges, but the greatest benefit comes via 

accumulation.

 “Let’s not forget that HRAs and HSAs are the most tax-effi-

cient vehicles in the Internal Revenue Code, and that they are 

near-perfect accumulation vehicles,” says Savan.

Unless consumers recognize and embrace this benefit, 

CDHPs/ABHPs will fail to reach their potential, the study 

warns.

Unsurprisingly, the study finds employee understanding is 

crucial and that employers need to take on a still-larger role 

in educating workers about how these plans work. (Look for 

more about this study in a future issue of CDH.)

> continued on p. 96
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News in brief

More HSA changes ahead
The IRS has proposed regulatory 

changes that would allow employ-

ers that contribute to employees’ 

HSAs to accelerate contributions 

for employees whose medical care 

expenses are greater than what the 

employer has so far contributed to 

the HSA during the year. To learn 

more, read the proposed rule in the 

Federal Register at http://edocket.access.

gpo.gov/2007/pdf/E7-10529.pdf.

Employers focused on  
employee health

Most large U.S. employers are 

looking beyond cost shifting and plan-

ning to invest more in the health and 

welfare of their employees, according 

to Hewitt Associates, a Lincolnshire, 

IL–based HR services firm. Hewitt’s 

CDH pioneers launch RedBrick
Some of the CDH pioneers 

behind Definity are turning their 

entrepreneurial energies to a 

new endeavor: RedBrick Health, 

Inc., (www.redbrickhealth.com), a 

Minneapolis-based company that 

sells health financing arrangements, 

personal wellness plans, and inde-

pendent health advocacy services. 

The founders of RedBrick, which 

has $15 million in venture capital 

funding, say the company will help 

implement a transition from employ-

er-sponsored healthcare to what 

it calls “consumer-owned health.” 

RedBrick says consumer-owned 

health will let employers clearly 

define health benefit contributions 

while helping employees take owner-

ship of their health. n

survey of approximately 450 major 

U.S. employers revealed that almost 

63% plan to take more aggressive, 

multiyear steps to help employees 

improve their health and productiv-

ity by increasing education efforts, 

implementing condition-management 

programs, and using data analysis and 

other cutting-edge programs, while 

holding participants accountable for 

their behaviors. The survey also found 

that most companies are not confident 

that employees have the appropriate 

skills and knowledge to make educated 

healthcare decisions. 

To address this issue, almost 70% 

offer or plan to offer tools, resources, 

and/or programs to help employees 

better manage their health, including 

health risk questionnaires, decision 

support, and nurse lines.

HSA designs, but he’s not convinced that consumers are 

going to shop around for an HSA. CDHPs are already ask-

ing them to shop for healthcare services. “There won’t be 

a lot of time left to shop for a particular HSA,” he says.

However, Berkley is convinced that consumers are 

ready and able to make these choices. “We feel that the 

consumer’s ability to handle these types of decisions has 

been consistently underestimated,” he says.

As with most CDH-related issues, it comes down to app

ropriate communication and education. 

“We are confident that consumers will embrace choice, 

if presented at the right time and in an easy-to-understand 

format,” says Berkley. 

HSA trends < continued from p. 95

Banks may need to play a larger role, but that 

shouldn’t be a problem, he says. Both he and Tripp  

point out that banks have years of experience meeting 

such demands. 

Expecting banks to help customers understand the 

value of their account options certainly isn’t new. 

From an array of mortgage types to a selection of 

checking accounts, banks already provide complex prod-

uct choices for consumers—and help them choose the 

one that’s the best individual fit. HSAs shouldn’t be any 

different. 

“It is time for HSAs to move beyond the current one-

size-fits-all approach,” says Berkley. n


