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As an HR professional, you may play an active role in selecting health benefits and assisting
employees with health plan enrollment.¹ In light of rising health care costs in the U.S. and
the ever competitive job market, it is important to choose benefits that are both fiscally
responsible and responsive to the needs of your employees. This guide is intended to assist
you during the open enrollment process so that both your company and your employees get
the most value out of the benefits package.

Needs Assessment
Before selecting health benefits, it is helpful to begin
with a needs assessment.² This process will help you

selecting plans best suited to your company’s needs,
consider asking your employees direct questions on
the following topics:
• The frequency of their utilization of in-network vs.
out-of-network care;
• The frequency of their utilization of primary care
vs. specialty care;
• Their satisfaction with currently available plans;
• The level of cost-sharing with which they are
comfortable;
• The relative importance of the aspects of health
benefits plans (e.g., high deductibles, copay
amounts, and size of network);
• Difficulty accessing prescribed treatments or care;
• Rates of denials for prescribed treatments or
medical services and ease of navigating the
appeals process; and
• Any expected health care needs for the upcoming
year (e.g., a family member requiring long-term
care, the birth of a child).
You can also assess the open enrollment process in
its entirety to understand where you can improve.⁵
Consider incorporating questions such as:
• Did employees receive enough notice about open
enrollment to make an informed benefit selection?

determine what your employees prioritize most and
how much value they are getting out of existing health
benefits, which can assist in selecting future benefits.
A needs assessment can be conducted through a
survey, focus groups, or one-on-one meetings with
your company’s staff,³ or through benefits-use data
on how your employees are utilizing their benefits.⁴
To help you understand how your employees are
specifically utilizing their health benefits and aid you in
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• Were there any lapses in communication that
created conflict?
• Did all HR professionals receive the right
information to assist employees in making their
benefit selections?
• Were changes in benefits communicated
effectively to employees?
• Did you reach your goals for open enrollment?

Plan Design
In selecting health benefits, it is important to choose
plans that offer employees access to quality care
and flexibility while also managing costs. Various plan
designs are available to meet your employees’ needs,
each with its own benefits and disadvantages. Given
that each employee’s needs may differ, it is often
beneficial to offer more than one option. Common
health plan designs include:
Health Maintenance Organization (HMO): a plan
that provides all health services through a network
of health care providers (e.g., physicians, nurses,
therapists) and facilities (e.g., hospitals, medical offices,
clinics).⁶
• Pros: Premiums and copays are relatively low in
comparison to other plans. There is also typically
less paperwork as compared with other plans. This
type of health plan is best for employees who
have low health care utilization and only require
basic services.
• Cons: The plan will limit employees’ ability
to obtain services outside of the plan’s network.
Employees may not be able to choose their health
care provider. Employees will need a referral from
their primary care provider (PCP) before they can
see a specialist. Employees can incur high costs for
complex care.
Preferred Provider Organization (PPO): a plan
that includes a network of doctors, hospitals, and
other providers and institutions that have agreed to
charge less for plan members.⁷
• Pros: Employees do not need a referral from their
PCP to see a specialist. Employees can also see
out-of-network providers.
• Cons: Employees will have to pay more if they go
outside of the plan’s network. Employees may have
to meet the plan’s deductible before it will cover
the cost of out-of-network services. Employees
may have higher premiums than with an HMO.
Point-of-Service Plan (POS): a plan that is a hybrid
between an HMO and a PPO. Employees can select
their PCP and they are also able to see out-of-network
providers. If an employee visits an out-of-network
provider, they will be responsible for greater out-ofpocket costs unless they first receive a referral from
their PCP.⁸
• Pros: Employees will be able to see a broad
selection of providers, both in-network and out-of-

network. Out-of-pocket costs will generally be
lower because POS plans have no deductible and
low copays.
• Cons: Employees who don’t need to see specialists
will not get as much value out of this type of plan.
The requirement to obtain a referral before going
out-of-network and the amount of paperwork
involved could be too inconvenient or timeconsuming for some employees.
High-Deductible Health Plan (HDHP): a plan that
includes a network of providers that have agreed to
accept payment from the health plan. These types of
health plans offer lower monthly premiums than other
types of plans but have higher deductibles. These
plans can be accompanied by a health savings account
(HSA) or health reimbursement arrangement (HRA),
which can help employees offset their out-of-pocket
costs.⁹
• Pros: Employees with low health care utilization
will likely pay little in out-of-pocket costs.
• Cons: Employees with high health care utilization
or who have chronic health conditions will have
to satisfy the plan’s deductible before the plan will
start sharing the costs. For some employees, this
type of coverage will be inadequate for their
needs. The high deductible may discourage them
from seeking necessary care.
Exclusive Provider Organization (EPO): a plan that
includes a network of providers that employees can
see. Employees will be unable to see out-of-network
providers, except in an emergency.¹⁰
• Pros: These plans will have much lower costs
than other types, which could be attractive to
some employees.
• Cons: Because employees will be unable to see
out-of-network providers, the plan may prevent
them from accessing the care that they need.

Copay Accumulator: a policy that prohibits the
value of financial assistance¹³ paid by third parties
from counting toward the health plan’s deductible or
maximum out-of-pocket limit.¹⁴
• Pros: When an employee uses financial assistance
to fulfill their cost-sharing responsibilities, they can
meet their deductible earlier than they would
without financial assistance. After the deductible
is met, the health plan will be responsible
for a greater share of health care costs. A copay
accumulator policy can save the health plan
money by delaying employees’ progress towards
reaching their deductible.

Indemnity Plan: a fee-for-service (FFS) plan that
offers coverage to employees without limiting their
choice of providers to a network or requiring referrals.
These plans include an annual deductible that must
be met before the plan begins sharing the costs.¹¹
Once the deductible is met, the plan will typically pay
a percentage of the “usual, customary, and reasonable
(UCR) rate” for services.¹²
• Pros: Employees will have access to any provider
they wish to see without needing to select a PCP
or obtaining a referral beforehand.
• Cons: Costs to employers may be higher because
the plan does not negotiate discounted rates with
a network of providers. The plan may not fully
cover health care costs, so employees could have
higher out-of-pocket costs as well. Employees will
also need to file claims for all covered services.

Formulary Design
While selecting a type of health plan to offer your
organization’s employees is a complicated task by
itself, there are additional factors to consider when
reviewing the terms of these health insurance policies.
Most health plans will contain a formulary” which
lists the medications that will be covered and the
cost-sharing requirements associated with them.
However, a medication being listed on a formulary
does not guarantee that employees will be able to
access that medication when they need it. Below is a
list of common formulary policies and how they can
influence employees’ access to care:
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• Cons: Employees may not be aware that their
health coverage includes a copay accumulator
policy, which could result in them incurring
unexpectedly high health care costs that they did
not anticipate and cannot afford. While these
policies are often intended to encourage
plan enrollees to select a lower cost, generic
alternative, oftentimes, generics do not exist for
brand medications that offer financial assistance.
Once their financial assistance has been exhausted,
employees may be forced to ration or stop taking
their medication. Such actions could result in
adverse events for the patient, which could
increase health care costs on the medical side of
the health plan.
• Recommendations: If you choose to implement
a copay accumulator policy, that policy should only
apply to medications for which generic
alternatives are available. You should also provide
clear and explicit notice that the plan has adopted
the copay accumulator policy and the impact of
that policy during the open enrollment period. You

should offer at least one health plan option
that does not include a copay accumulator so that
employees have choices.
Formulary Exclusion Lists: a formulary exclusion
list is a list of medications that are not covered by the
health plan. An employee that fills a prescription for an
excluded medication will be responsible for the full cost
of the medication.¹⁵
• Pros: Formulary exclusions can improve the ability
of a health plan to negotiate for lower medication
prices for the treatments that are included on the
formulary.
• Cons: When a medication is excluded from the
formulary, it may be unaffordable for employees. If
a treatment is medically necessary for the treatment
of their condition, employees may incur significant
out-of-pocket costs to stay on their current
medication and maintain their health. To access that
medication, plan enrollees may need to go through a
complicated appeals process.
• Recommendations: If you choose to adopt a
formulary exclusion list, only medications for which
generic equivalents are covered should be placed
on formulary exclusion lists. Be sure to include clear
instructions to employees on how to file an appeal if
they need a medication that is on the list.
Mid-year Formulary Changes: a policy change
that occurs when the formulary is adjusted in the
middle of the plan year by the health plan. This can
include elevating a medication to a higher cost-sharing
tier, imposing additional formulary restrictions on a

medication, or removing a medication from the
formulary altogether.¹⁶
• Pros: Adjusting the formulary in the middle of
the plan year can help health plans respond
to sudden changes in medication prices or new
information regarding the safety and effectiveness
of the covered medications.
• Cons: Removing coverage of a medication or
increasing the cost-sharing associated with it in
the middle of the plan year can disrupt employees’
continuity of care by preventing them from
accessing a treatment that they are currently
stable on. Given that they are locked into that plan
for the remainder of the year, they may not have
any options for accessing that treatment. If
equivalent alternatives are not available, a midyear switch could result in adverse events and
disease progression, which in turn can result in
greater medical costs.
• Recommendations: Wait until the open
enrollment period to make any changes. Provide
ample notice to any plan enrollees if a formulary
change will negatively impact one of their
medications prior to when the change goes into
effect so that they can request an exception or
appeal if necessary.
Prior Authorization: a policy that requires an
employee to obtain approval from the health plan
before it will authorize coverage of a health care
product or service.¹⁷
• Pros: Requiring prior authorization before
allowing coverage of a treatment or service can
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ensure that a response to a prior authorization
request is rendered quickly and that the request is
reviewed by qualified health care practitioners.
Quantity Limits: a policy that limits the amount of
medication that can be covered over a set period.¹⁸
• Pros: Limiting the quantity of a medication that
can be dispensed can save the health plan money
by preventing employees from filling a prescription
for excessive quantities of the medication, which
they might not even use.
• Cons: Limiting the quantity of a medication that
can be dispensed can sometimes result in
employees not being able to obtain the quantity of
the medication that was prescribed to them
by their doctor. In some instances, the prescribed
quantity is medically necessary, even though it is
outside the bounds of ordinary prescribing habits
or treatment guidelines.
• Recommendations: Allow greater quantities
to be dispensed if a prescriber notates that the
medication should be dispensed as written.
Step Therapy: a policy that requires an employee to
try and fail on alternative treatments before the health
plan will cover the prescribed treatment.¹⁹

help ensure that the requested services are
medically necessary. Preventing the utilization of
unnecessary services can save the health plan
money.
• Cons: When prior authorization is required,
it creates an additional hurdle that employees
must overcome before they are able to access the
services recommended to them by their provider.
This can create care delays that can result in
greater health care costs and disease progression.
A health plan’s medical necessity standard may
not be consistent with clinical standards of care,
the required forms may be confusing and timeconsuming, and the process for filing may require
outdated modes of communication such as fax.
• Recommendations: If prior authorization is
required, it should be consistent with clinical
standards of care. The health plan should use
standardized paperwork for prior authorization
requests and should accept prior authorization
requests electronically. The health plan should
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• Pros: Requiring step therapy can save the health
plan money by forcing patients to try medications
for which the health plan has negotiated a better
deal before filling a prescription for a more
expensive option. If a patient tries an alternative
medication and finds that it works for them, the
health plan will save money on the more expensive
prescription that was avoided.
• Cons: Requiring step therapy can cause
unnecessary care delays while employees try and
fail on alternative medications. In some instances,
an employee may already know that a treatment
will not work for them, but they could be forced to
try it regardless. These care delays can result in
greater health care costs and disease progression.
• Recommendations: Make sure step therapy
protocols are consistent with clinical standards
of care. Do not require patients to try and fail on
the same medication more than once. Allow a
health care practitioner to request an exception
if he or she finds that a medication is medically
necessary for the patient.

When reviewing the terms of the health plans that will
be offered to employees, look for these limitations
to understand the trade-offs you will be making with
coverage. While some of these limitations may appear
attractive for their ability to save the organization
money on benefits, restricting access to health care
services can often create additional medical costs in
the future by delaying care and increasing the risks
of disease progression and hospitalization. If you
have employees who rely on prescription drugs to
manage their health conditions, pay close attention
to these formulary limitations to ensure that your
organization’s employees can stay healthy and
productive.

When communicating with your organization’s
employees about their health benefits, be sure to
use clear and concise language when describing the
benefits. Use plain language as often as possible to
reduce the likelihood of confusion. This is particularly
important when describing individual policies within
health benefits, such as a copay accumulator policy
or step therapy requirements. When communicating
with employees about these policies, HR professionals
should be able to answer questions about how
these policies function and how employees could be
impacted by them. It could be helpful to conduct a
formal training on these topics to ensure that your
entire team is fully prepared to discuss them.

Appeals Process

If your organization’s employees are not particularly
engaged during the open enrollment process,
look for new ways to get their attention. You may
want to consider hosting “office hours” during the
open enrollment period to help engage and allow
them to more easily ask questions about their
benefits. Alternatively, you can leverage unofficial
communication channels, such as social media or text
messages, to send reminders to employees about
upcoming deadlines and to emphasize the importance
of the benefits being offered.²² Additional incentives,
like raffles or lotteries can help induce employees to
get more involved in the benefits selection process.

It is important to have a clear and easy-to-navigate
appeals processes to ensure that your employees
can promptly access medically necessary treatments
or services. For example, the process should include
standardized and simple paperwork for all requests,
an electronic submission portal that allows for online
tracking, and prompt response deadlines (typically
within 24 hours in emergency situations or 48-72
hours in non-emergency situations). If a benefit is
denied, you can provide your employees with simple
instructions on how to file an appeal and resources,
including a patient navigator, to assist with the process.

Communicating Benefits
In addition to selecting the benefits that will be offered
to your organization’s employees, HR professionals
are responsible for communicating with employees
about the benefits package that was selected,
communicating any changes that were made to
the benefits package, and assisting employees with
enrolling in the benefits that are being offered.²⁰
Effectively communicating with employees about their
health benefits is important because if an employee
fails to enroll in a health plan during open enrollment,
he or she will be unable to obtain health coverage
until the following year’s open enrollment period.²¹
Implementing a communications plan for open
enrollment is critical for ensuring that your employees
understand the enrollment process. Depending on the
size of your organization, you may need to tailor your
communications to different audiences within your
organization.

Conclusion
As the cost and significance of health care continues
to play a vital role in attracting and retaining talented
employees, the importance of HR professionals’
selection of fiscally responsible and responsive
benefits packages continues to grow. During the open
enrollment period, remember to carefully consider the
issues discussed throughout this guide in order to get
the most value out of the benefits package for your
company and employees.
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