High-Deductible Health Plans
In an email to the faculty on July 11, the administration’s negotiation team announced that they
are interested in introducing a “high deductible” health plan (HDHP) as an option for WMU faculty
and staff beginning in 2016. We are currently covered under a preferred-provider organization
plan (PPO). So far, they have presented only hypotheticals at the bargaining table but have not
shared any specifics about how HDHPs would work at WMU, what participation in a HDHP would
cost those electing such an option, or how the coverage would work.
However, the WMU-AAUP chapter leadership and our negotiation team have been following
trends in employer-based health benefits for many months in preparation for the contract
negotiations now underway, and given the national trends among large employers, we expected
that the administration would be interested in pursuing HDHPs. To prepare for negotiations, we
have been conducting research and working with experts, including a healthcare consultant
brought in to work with the team. Additionally, faculty colleagues with applicable expertise have
been generous with their knowledge and continue to help ensure that we are well prepared for
this discussion at the table.
Therefore, although we don’t know yet what the plan the administration intends to bring to the
faculty is going to look like, we can provide information for colleagues wondering what this
development might mean. In addition to the information in this Bulletin, we will continue to share
information with the faculty as it becomes available.

Some background on HDHPs:

•

Employers are increasingly attracted to HDHPs in order to save themselves money.

•

While employers often cite the Affordable Care Act as the driving force behind the
increasing popularity of HDHPs, some industry experts have observed that the move
toward arrangements for health coverage that shift more of the cost to employees
predates the ACA.1

•

The trend toward attempting to shift more of the costs of healthcare away from employers
and onto workers is analogous to the trend in retirement benefits over the past several
decades, with many public- and private-sector employers nationwide moving from “defined
benefit” plans to “defined contribution” plans, in which the employee contribution to
retirement has increased while the employer’s share has decreased.
Next: Advantages and Disadvantages of HDHPs
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What are some advantages of HDHPs?
•

Premiums for HDHPs are often lower than those for PPOs.

•

Healthy workers who opt for a lower premium and higher deductible can save money if
they do not become ill or suffer an injury.

•

Workers with HDHPs can open a health savings account (HSA) and get a tax break on
what they contribute to it. (This is primarily a benefit for higher-income workers who don’t
need to use their entire paycheck to live on and can afford to put money into an HSA.)

•

Employee contributions to HSAs are pre-tax and withdrawals for qualified medical
expenses are not taxed. (Withdrawals for non-medical expenses before age 65 incur a 20
percent tax penalty. After age 65, non-medical withdrawals are treated as regular income
for tax purposes.)

•

The money a worker puts into an HSA account rolls over from year to year, so the worker
keeps those contributions even if he or she doesn’t use it all to pay for medical expenses
by the end of the year.

•

Employees can take their HSAs with them if they change jobs or when they retire.

•

HDHPs are much cheaper for employers than PPOs.2

What are the downsides of HDHPs?
•

In contrast to PPOs, HDHPs shift more of the financial risk for health coverage from the
employer to the employee.

•

Compared to employees covered under PPOs, workers with HDHPs face much higher
out-of-pocket costs when they or members of their family need medical attention.

•

Participants in HDHPs may be more likely to delay needed care because of the high outof-pocket costs.

•

The American Academy of Pediatrics discourages HDHPs for families with children, citing
concerns that parents might delay seeking care for a child because they haven’t yet met
their deductible and can’t afford the out-of-pocket costs. In a May 2014 policy statement,
the AAP said that “high-deductible health plans decrease health care expenditures, but at
the cost of quality of care, continuity of care, and accessibility to care” especially for
children, and especially those with special needs and from non-affluent families.3

•

A 2013 study of the impact of high-deductible plans published in the journal Medical Care
found that male participants “substantially reduced” their visits to the emergency room “at
all severity levels” after the transition to the HDHP, suggesting that short-term financial
cost savings realized by the employer and by the insured may come at the cost of
employee health and wellbeing and involve greater long-term financial costs associated
with more serious conditions that can result from deferred care.4
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Downside of HDHPs (continued)
•

A 2013 study published in the New England Journal of Medicine found a shortage of
evidence for “how high-deductible plans affect health outcomes, such as diabetes control,
cancer survival, heart conditions and mortality” and concluded that the U.S. is “poorly
prepared for an increasingly HDHP-centered system.”5

•

When workers may choose between PPO and HDHP options, HDHPs often attract
younger and healthier employees who don’t think they’re going to get sick. This can result
in significant cost increases to older and less healthy employees who continue to elect
coverage under the PPO, which they are likely to do because they know they are going to
need medical care and they know the premiums will be more affordable for them than the
high deductible and other out-of-pocket costs associated with HDHPs.6

•

HDHP employees are basically self-insuring, paying their own claims out of pocket until
they meet their deductible.

•

Enrollees in HDHPs can end up spending a lot of time wrangling with providers to get the
price for service that they are entitled to and that the insurance companies will honor (i.e.
by fully crediting it against the deductible).7

•

They can also end up spending a lot of time wrangling with the insurance company to
make sure all their payments are applied accurately to their deductible.

•

Enrollees in HDHPs often see a major increase in the paperwork they must complete
when they need care over what was required for their PPO.8

•

In case of unexpected health crises, such as accident or illness, enrollees could end up
having to write a very big check, which can create significant financial hardship, especially
for those who are not high earners.

In sum, HDHPs are great for employers, who expect to save a lot of money by implementing
them alongside PPOs. Employers can save even more by replacing the PPO option entirely with
HDHPs. The WMU administration has said that this is not their intent, but HDHP-only employers
are increasing in number nationwide, so it seems likely that they are thinking about going to an
HDHP-only system at some point in the future.9
You might be able to save money by electing an HDHP, as long as you are young and healthy
and don’t have children and never get sick or injured. But if you’re not young, if you have any
health problems, or if you have a family, HDHPs can be a risky and expensive proposition.
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