MillwardBrown
Lansdowne

Report on the Health Insurance Market
By Millward Brown Lansdowne

To The Health Insurance Authority
B

HEALTH INSURANCE
I 1 AUTHORITY
:@ E}.-. An tUdards Arachas Sldinte

41111027/DF/IMM/SD




MillwardBrown

Lansdowne

Table of Contents

Background & Methodology . e, i- i
EXecutive SUMMaAry s e i - vii
Main Report

Section 1. CONSUMEr SUIVEY e e 1.
1. Impact of Economic Downturn a nd PHI Holding ...................... 1.
2. PHIHOIAING 1. e Lo S
3. PHIHOIAING -1l oo e .. 6.
4. Private Health Insurance Work Schemes  ........cccccciiiiiiiiinnen. 10.
5. Drivers a nd Satisfaction Levelsa mong Those with PHI ........... 13.
6. Those Without Health Insurance ... e, 20
7. Claim EXPEerieNCe it e, 24
8. COS s e eeeeeeaaeaeaa 26.
9. Switching and Discontinuation ...............cccccciiiiis eeveeee 28.
10. Health Insurance Authority ..o e 39.

Section 2.  Employer Survey s i, 43 .




@ Millward
Lansdowne
Background and Methodology
I The HIA has conducted consumer research biannually since 2002
i This presentation reviews the findings from the 5" research project.
I The 2011 research has been conducted to gauge consumer (and
employer) attitudes towards private health insurance, identify trends and

assess the impact of the economic climate on customer perceptions.

I The 2009 questionnaire was altered as specified by the HIA; amendments
are highlighted in this presentation

-

A nationally represented sample of 1011 interviews were conducted face-
to-face between November 2™ -27" 2011

I Interviews were carried out using a hand held computer device, HAPI.
One of its advantages is that it allows automatic routing of questions

-

In order to ensure a representative sample of the adult population in the
Republic of Ireland (aged 18+) quotas were set around gender, social
class and region.

-

The raw data was weighted to reflect the national population. Each chart
in the report shows the unweighted base and the weighted percentage.

i Data for preceding years have been taken from published reports as
previous research was not conducted by Millward Brown Lansdowne

-_

When reading figures presented in the report it is important to note that
the margin of error for a sample of 1011 is +/- 3.2%. For a sub sample
such as the number of respondents with PHI insurance (424 of the
sample) the Margin of Error is +/-5%

I Specific questions were asked of policy and non policy holders with a
group of questions towards the end of the survey being asked of the
entire population
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Topics included;

I Incidence of Health Insurance

i Reasons for not having Health Insurance and the possibility of taking
out Private Health Insurance in the future

I The number of adults and children on the policy, duration of policy
1 Questions around switching (- incidence and consideration)

I Pricing

1 Past actions and future intentions

I Work schemes

1 Claim experience

I Complaint experience

1 Attitudes towards PHI

I Impact of economic downturn

1 Awareness of the Health Insurance Authority (HIA)
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Executive Summary

Section 1. Consumer Survey

A The recession continues to impact on policy holders, 43% now say that
they have not experienced pay cuts or job loss in the past twelve
months. People who do not have health insurance have been impacted
more noticeably than policyholders..

A The intentions of policy holders have stabilised this year, more than 8 in
10 do not plan to change their policy this year (compared to 7 in 10 at
the time of the Aut hoirwithfari@wserpdealst survey
saying 6dondét knowd than in the previou:

Work Based Schemes

A Asin 2009, respondents considered private health insurance to be the
second most important employee benefit (after a pension). The
percentage of people in the survey saying that PHI is the most important
employment benefit has risen from 18% in the 2009 survey to 29% in
this survey.

A One in three people are now part of a work group scheme, up slightly in
two years but following falls in the proportion in the previous two
surveys.

A The incidence of employers cHimsri buting
risen to almost 60% (of people with work schemes).

A Provision of choice by work group schemes has increased from 1 in 5 in
2009 to 1in 37 pointing to a generally more competitive marketplace.

A One in four of those in a work scheme (8% of the market) say they
would cancel health insurance cover if not in a work group scheme.
This indicates the importance of work schemes in the effective demand
for health insurance.

Satisfaction Levels
A Overall satisfaction levels with PHI cover are quite high compared with
other financial or utility consumer businesses. However, satisfaction with

PHI has weakened a little since 2009.

A The level of insurance cover is the key driver of satisfaction and it is also
the feature of PHI that receives the highest level of satisfaction.
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A The numbers believing PHI is a necessity not a luxury has fallen from
67% to 59% - again reflecting the pressures of the recession on
peopl esd spending ability and prioritie:
people agree there is no need for PHI as public services are adequate
(down from 26%).

A In order to assess attitudes to private health insurance, respondents
were asked to indicate their level of agreement with a number of
statement s. AHaving PHI means you can
endorsed of these statements.

A The drivers for having PHI are the cost of treatment/accommodation and
the perception public services. Both of these are key determinants for
the over 5506s. Being offered PHI by t h:
importance forthe under 5506s and i1s a primary re
with these groups.

A Attitudes to premium increases have changed sharply i the number
who believe they are appropriate has halved to 19%, illustrating the
impact recent increases are now having compared to previous years.

Those without Health Insurance

A Twenty percent of people without PHI have been covered in the past.
This is up from 15% in 2009 and demonstrates the numbers whose
health insurance has lapsed in recent years. The overwhelming reason
for no | onger being covered is dbdexpense,.
i T row at 50%.

A The reasons for never having had PHI are similarly about cost and
affordability 7 although possession of a medical card is also an
important factor in not having health insurance.

A There is a slight increase in intention to take out PHI this year compared
with 2009.

Claim Experience

A Claim incidence has increased this year, with 2 in 3 policyholders having
claimed either for inpatient or outpatient services. Almost 6 in 10 of
those over the age of 55 say that they have claimed for an overnight
stay in hospital.

A Satisfaction with claim processing is high (89% in total) but has fallen
back slightly since 2009.
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Switching and Discontinuation

A The incidence of switching insurers has increased by 50% to 23% of all
policyholders. The great majority have only switched once.

A A further 20% of those who have never switched have considered doing
so (up from 13% in 2009) indicating increased competitive pressures in
the market.

A Unsurprisingly, cost remains the key potential driver of switching
behaviour amongst those who have never switched; the importance of
cover has fallen back again this year to 24% as a reason to switch
amongst this group. Amongst policy holders overall, there is little
change in potential switch motivators.

A Sixty six percent of those with PHI perceive switching to be easy. Since
2009, the perceived ease of switching is unchanged at an overall level,
although the O6very easyd perception has

A More people are prepared to switch for financial rather than benefit
gains 1 nevertheless, people with PHI say they would need to save an
average of U441 to prompt them to switch.

A One in five PHI holders still think an additional waiting period is required
when switching provider. Knowledge of the fact that an additional
waiting period is not required increases likelihood to switch i with 45%
of this group saying it would make them more likely to switch.

A There has been an increase in the numbers saying that they shop
around for their health insurance (16%, up from 11%).

Awareness of the Health Insurance Authority

A Awareness of the HIA has not changed since 2009 (fully/some
awareness), those saying they have never heard of it has risen slightly
to 50%

A As in previous years most people cite their insurer as the point of
contact if they have a problem with their PHI, the proportion saying that
they would contact the HIA has risen slightly to 14%.
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Section 2. Employer Survey

A Eighteen percent of Irish businesses operate an employee PHI scheme.
The sectoral profile of those businesses is similar to the overall sectoral
breakdown of businesses in Ireland. Chart A

A PHI is notably more prevalent with larger organisations: seventeen
percent of companies operating PHI schemes have 100 or more
employees i although these large companies only account for 5% of all
companies nationally. The same proportion (17%), arises at the other
end of the scale, however these micro-organisations (between 5-9
employees) account for 45% of all companies. These imbalances
illustrate the relationship between company size and PHI operation.
Chart A

A Three in four companies offering PHI currently offer VHI. Aviva and
Quinn are each offered by 22% of companies. Chart B

A Three in four companies intend to keep PHI subsidies the same (albeit
based on a small sample). Indeed, the level of subsidy has been
increased by 19% of companies in the past two years, with almost 7 in
10 saying that they have kept subsidies the same over the past two
years,-suggesting a high |l evel of stability
viewpoint. Chart C

A The situation with policy cover is similar, nearly 9 in 10 intend to keep
cover the same over the next 12 months. In the past two years 70%
have kept cover the same whilst 16% have increased cover levels 1
indicating a high level of commitment to maintaining PHI cover, even
during the years of steepest economic decline. Chart C

A Two in three companies review the provision of employee PHI yearly or
more often. A further 1 in 5 do so every 2-3 years. 10% say that they
never review PHI provision. Chart D

A Almost 7 in 10 companies say they have never considered switching
their PHI provider. Fourteen per cent have actually switched their main
provider and a further 18% have considered doing so. Chart E

A The vast majority of companies intend maintaining the current PHI
scheme for the considerable future. However, 7% of companies say
they are considering discontinuing their health insurance scheme in the
foreseeable future. Chart F

A PHI is one of the least commonly offered employee benefits (18%)
amongst all companies. Flexible working arrangements, pension and
educational support are all far more prevalent. (In the consumer survey,
29% of individuals said that PHI is the most important employee
benefit.) Chart G
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A Just under 7 in 10 companies have heard of the HIA. Chart |
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1. Impact of Economic Downturn and PHI Holding

1.1 Impact of Economic Situation

Compared with the dramatic downturn in the economy in 2009 there has been
a stabilisation in how people have been impacted by the recession. The
number who have experienced a pay cut in the past year has reduced, to 35%
from 45% in 2009. By contrast, 37% now say they have not been impacted by
the economic downturn in the past year compared to only 26% who said the
same in the 2009 survey.

Chart 1.1.1
Impact Of Economic Downturn On Household

2009
2011 All Adults 18+
All Adults 18+ (Base 1002)
(Base 1011) %

19 .19
L 81% L 74%
15 l17
12 I5

37 .26

You/your household have lost a job

-

You/your household has taken a pay cut in the past year

[*2)
(5,1
B
w

You/your household had your hours reduced at work

You/your household have lost benefits at work

None of these/no impact

*Respondents could choose all options that applied
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Nonetheless the severity of the recession in recent years means the PHI
market now operates in a changed economic context.

Despite this overall improvement, the pressures on those with PHI are
evidenced by the fact that 4 in 10 holders have seen job losses in the
household 7 this finding points to a major reason for the numbers foregoing
health insurance in recent years.

Chart 1.1.2
Impact Of Economic Downturn On Household

Total

_ Total Non Policy Holders
Policy holders (Base 587)
(Base 424) 9,
% — -
You/your household have lost a job - 39 - 31
You/your household has taken a pay cut in the past year I 10 . 19
= 71% L 87%

You/your household had your hours reduced at work [ 8 . 27
14 I 10

> W

You/your household have lost benefits at work

|

None of these/no impact

*Respondents could choose all options that applied
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2. PHI Holding - |

2.1 Incidence of holding Private Health Insurance
(PHI)

Incidence of holding PHI (adjusted to HIA definition) is currently 43%, down 3
percentage points in two years and continuing a steady reduction each year
since 2005 - when 52% of the adult population held PHI.

Chart 2.1.1

Incidence of Private Health Insurance
(Base: All Adults Aged 18+ - 1,011)

Adjusted based on Incidence o
C ! HIA’s degli_iriition of of Policies

onsumer :

Defined ! 2009 46

2007 49

2005 52

2002 47

Yes

Yes

Number of people

claiming to have

i Private Health

PHI Insurance declining
! further in 2011

This definition includes

other types of cover
not within definition of
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2.2 Profile of PHI Holding

In terms of the profile of those holding PHI, the 25-34 age group record the

bi

ggest

contraction

i n |l evel s

whi |

profile T from 15% to 21%. There is no change in the social class profile of
PHI holding 7 almost 6 in 10 holders are from the most affluent ABC1 social
group (who comprise just 40% of the population). In contrast, the blue collar
C2DE socio economic group comprise just 1 in 3 PHI holders, despite
constituting half of the population.

Chart 2.2.1

Profile of PHI Policy Holders

(Base: All With Private Health Insurance - 424)

Age
%
2009 2011

1824 ¢ o
(14%)

2534 17
1% 2

35-44 20
(20%) 21
45-54 18
(17%) |20

55-64 16
(14%) |16

65+

SocialClass
%

2009 2011

ABC1 59 59
(40)

Region
%

2009 2011

Dublin
(27%)

Restof Leinster
(25%)

Munster
(30%)

Conn/Ulster
0,

Policy
Holders

(15%) (18%) ° 15

(%)=Total Population 20011

Q.1 Are you currently covered by Private Health Insurance?
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In regional terms, the profile of PHI holders has recorded a number of shifts i
notably the sharp increase in holders in Dublin i which now comprises 36% of
holders, whilst there have been falls in holding in Leinster and Munster.

When analysed by age and sex, it is notable that younger women (18-44) are
considerably more likely than younger men to hold PHI i this may be due to
the fact that women of child bearing age have a greater incentive to have
additional medical cover.

Overall, younger adults (aged 18-34) are significantly under-represented in
PHI holding. While the reverse is true of older people, and especially among
those people above the normal retirement age.

Chart 2.2.2

Age - an important factor in the incidence of private health cover
(Base: All Adults with Private Health Insurance 424)

Total Male Female
% % %
18-24 g
(14%)
25-34
2 39
1(?&% 1544
35-44 % -
(20%) 20 (55%)
45-54
(17%) 18
55-64 45+ 61
(14%) 16 (47%) 45+ 48
(45%)
65+

Figures in brackets represent the entire population, n=1011
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3.  PHI Holding - Il
3.1 Length of Time with PHI and Insurer

On average, versus 2009, the number of years a person has held PHI has
increased by 2 years to 18. Further analysis reveals a movement towards
those holding PHI for over 21 years and a reduction in those holding policies
for 5-10 years.

There is also a consolidation of those who have been with the same insurer

for over 20 years i this sector now accounts for a quarter of the PHI market,

and points to an increasing tendency to si
one has been with it. At the other end of the scale, those who have most

recently joined their insurer have also increased in importance to 1 in 3 PHI

holders. The mar ket I's therefore incyaleasingly
customers and much shorter term holders, many of whom are likely to have a

high propensity to switch.

Chart 3.1.1
Number of Years Private Number of Years with Current
Health Insurance Held Private Health Insurance Provider
2009 2011 2009 2011
% % % %
21+ years .
21+ years 26
16-20 years 16
16-20 years 19
-y 11-15 years 28

24
5-10 years | 29

s 5-10years 23
0-4
0-4 years 19 JER 2 31
19 Don’tknow 16
Don’t know 3 *
Average  16yrs 18yrs Average  13yrs 14yrs

“Don’t know” was not an option in 2011
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3.2 Payment Frequency

There is little movement in the frequency of payment for PHI since 2009; just
over half of policy holders continue to pay monthly with 24-44 year olds being
most likely to do so.

Chart 3.2.1

Frequency Of Private Health Insurance Payment

(Base: AllWith Private Health Insurance - 424)

2009 2011
% %

Those 65+ are more likely to pay
annually

Annually

Quarterly

——= Those 25-44yearolds are mare

likelyto pay
monthly
Monthly =~ 52 53
Other 8 %
Don't know 1
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3.4 Number Insured on Policy

On average, there are 2 adults per policy. When policies are families with
children the average is 2 children.

Chart 3.4.1
Number Of Adults Covered By Policy Number Of Children Covered By Policy
(Base: All With Private Health Insurance | (Base: All With Private Health Insurance
2009 2011 w 2009 2011
(n=463) (n=424) ! (n=463) (n=424)
% % 3 % %
Five adults 3 Four children
Four adults % % i Three children - —
| 12
Three adults | Two children 14
12
One child 13
Two adults
None 58 68
Selfonly =~ 31 26
Average 2 Adults Average (excluding “none)”2 Children
1 Average (including “none)”1 Child
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3.5 Shopping Around For PHI

Sixteen percent of PHI policy holders say they shop around for their policy.
Fewer than 10% of people actively shop around for health insurance policies,
revealing a very high level of inertia in the health insurance market overall.
Chart 3.5.1

Regularly Shop Around for Health Insurance

All Adults 18+ All Policy Holders
(n=1011) (n=424)
% %
12% Dependent children
Yes 9 13% 35-44 yrs 35-54 year olds higher
likelihood to shop around

No

84

8
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4. Private Health Insurance Work Schemes
4.1 Work Scheme PHI

Thirty percent of those with PHI are part of a work group scheme - which is
largely unchanged since the last survey in 2009. Just over 40% of those in a
work scheme report that it is employer subsidised to some extent i this
equates to just over 12% of the total PHI holding population now having
some/total employer contribution.

Chart4.1.1
B |
Incidence Of Work Group Scheme Level of Contribution By Employer

(Base: All With Private Health Insurance - 424) (Base: All With PHI Under a Work Schemed 125)

2011 2009 2007
% % %

All of the cost [EEE

Some of the cost [/

No

Dondt kno None of the cost [
Incidence of Work :
Group Scheme

Yes No DK
% % %

2009 29 69 2
2007 33 63 4
2005 45 50 5
2002 49 45 7

Dondt "™WOow

Almost 6 in 10 work scheme PHI holders now state that their employer pays
6none of the costod of t h,ewhilst the @anbarsh 1 ns ur
stating their employer pays @ll of the costéhas fallen since 2009 to 14%.
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4.2 Payroll Deduction

The incidence of employers organising payment of PHI premiums through a
payroll deduction system has also continued to decline, although at a slower
rate than seen in the previous period. Just over 6 in 10 people with a work
scheme PHI policy report such payroll deduction schemes in operation now.

Chart 4.2.1
Incidence Of Payroll Deduction Incidence Of Provider
System Choice In Work Group Scheme
(Base: All With PHI Under a Work Scheme - 125) (Base: All With PHI Under a Work Scheme - 125)
Yes
No
Yes No
7% 12%
Don’t know Don’t know
Incidence of payroll : Incidence of
deduction Scheme provider choice
Yes No DK ; Yes No DK
% % % : % % %
2009 69 20 11 ' 2009 19 64 17
2007 80 12 8 ' 2007 23 64 13

The incidence of employers providing choice of health insurer has increased
sharply since 2009, reflecting the heightened competition in the market.
Three in ten of those in a work scheme are now offered a choice i up 12
percentage points in two years.
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4.3 Impact If PHI Not Organised Through Employer

There has been a notable increase in the number of people with work scheme
PHI who now say they would not take out PHI if not organised by their
employer; rising from 13% to 24% in two years, this reflects the impact of the
recession on peopleds disposabl e i
scheme to partly or wholly fund their insurance. Nonetheless, 7 in 10
continue to say that they would continue to take out PHI if it was not
organised by their employer, underlining the importance health insurance
continues to hold for the majority who avail of it via this source.

Chart 4.3.1
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