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I.  Executive Summary 

2014 Keenan Health Care Benefits Strategy Survey 

The 2014 Keenan Health Care Benefits Strategy Survey was conducted to provide California-
based health care organizations with industry specific information to assist in their 2015-2016 
benefit planning. Eighty-one (81) California health care organizations participated, representing 
223 hospitals. 

Key findings are highlighted below: 

A Challenging Environment 

Health Reform imposes new requirements as well as an impetus for reassessment.  California 
health care organizations are rethinking their benefits philosophy and strategy in light of 
changes brought by health reform. 

•While 47% have reassessed their benefits philosophy for the new health reform era, another 
24% plan to do so in 2014. 

•California hospitals are not intending to relinquish their role in providing comprehensive 
medical benefits to their employees.  Sixty percent (60%) would view employee migration 
to the Covered California health exchange negatively.  Only 15% have some interest in 
covering employees through the exchange. 

• Hospitals are recognizing that the biggest health reform issues they face with respect to 
benefits are coverage of per diems and on-call employees, and exposure to the “Cadillac” 
tax effective in 2018. 

•Given the changing health care landscape, 36% believe that marketing a hospital-
branded program to the community or Covered California is a business imperative. 

Medical Benefits 

•California hospitals, on average, experienced a significant increase in their medical benefits 
cost.  The average increase in medical cost per employee per year was 6%. 

• The annual medical benefit cost per covered employee in 2014 is $12,576.  Health care 
organizations are bearing most of the cost burden:  52% are offering at least one medical 
plan at no cost to the employee. 

• To address benefit cost issues, organizations are using a variety of initiatives, including:   
 Moving from insured to self-funded financing 
 Channeling employee care back to their own facilities 
 Increasing employee cost sharing at point of care 
 Improving the health risk profiles of their employees through population health 

management initiatives 
 Use of narrow networks and other cost management  tactics. 
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Medical Benefits (continued) 

• The population health programs launched at California hospitals are evolving. 
 Most hospitals have initiated efforts to build a “culture of wellness,” and expect 

to make significant progress toward achieving this goal over the next two years. 
 Incentives are becoming larger and more prevalent.  This is accompanied by 

increasing application of both “carrot” and “stick.” 
 Employee participation rates are growing.  The top performing organizations 

are now seeing 96% employee participation rates in the Health Risk Assessment 
(HRA). 

 
Dental Benefits 

• Dental benefit cost increases for 2014 range from 1% for DHMO and PPO programs to 
4% for traditional plans. 

• PPO programs are most popular across California: 75% are enrolled in a PPO.  DHMO 
program enrollment are significant only in Southern California (15%) and San Diego 
(13%). 

Time Off Benefits 

•Most health care organizations (73%) have an integrated PTO program, incorporating 
vacation, holidays and sick leave.  The median time off is 25 days for a new employee 
and 36 days for a veteran employee. 

Life Benefits 

• Basic life insurance coverage for most organizations is based on one times salary.  The 
most popular maximum benefit amount for non-management employees is $50,000 
or less; the benefits range from under $50,000 to over $500,000 for management 
employees. 

Retirement   

• All organizations offer their employees some form of retirement savings/income 
vehicle.  About one-fourth (23%) offer a defined benefit or cash balance program.  
The remaining organizations utilize a defined contribution or deferred compensation 
approach. 

Regional Differences  

• Health care benefit programs and strategies vary significantly by region within 
California.  There are major differences in medical cost, employee contributions, plan 
design, eligibility, financing, and delivery between regions.  These differences are due 
to regional labor market forces, the influence of organized labor, organizational 
mission and philosophies, and other factors. 
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