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Steadily rising costs of benefits and claims are driving changes in how businesses
select a provider and deliver benefits to their employees.

This year, organizations of all sizes across various industries encountered both familiar and unfamiliar challenges
when it comes to giving their employees access to health care benefits. During a period of higher than normal
inflation, historically low unemployment, rising health care costs and increasing voluntary employee turnover,
organizations are struggling to meet their employees’ benefits needs while remaining competitive and staying within
budget. These challenges are limiting employers’ ability to invest in key growth areas and have driven many to make
sweeping organizational changes that push some expenses to employees, such as increasing employee deductibles
and increasing employee share of health insurance premiums.

But, these operational changes are not without risk — more than half of the employees surveyed in 2023 report
they’re at least somewhat likely to accept a new job with a lower salary but more generous benefits offerings. As
employers are faced with making these tough decisions, supplemental insurance remains a core component of a
comprehensive benefits package to help attract and retain employees. Supplemental insurance plans help protect
employees in the event of an unforeseen medical diagnosis and provide them with the added financial security they
may need to help cover any gaps in health care coverage that have come from organizations’ operational changes.
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Regardless of company size, employers say the biggest challenge they face in 2023 is offering

a competitive benefits package.

Question: When it comes to employee engagement and satisfaction, what are your organization’s biggest challenges?

Offering competitive total
compensation package

Training and development

Implementing technology
solutions to improve productivity

Offering optimal flexible
working arrangements

Mental health and
wellness concerns

Improving company culture

Creating a diverse and
inclusive workforce

Benefits and claims costs continue
to rise with well over half of all
employers saying they increased at
least moderately.

Question: When it comes to employee engagement
and satisfaction, what are your organization’s biggest
challenges?
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75% of employers in 2023 say
benefits costs have increased at least
moderately, and 61% say the same
about their benefits claims.

45%
42%
37”% ; ; :
Percent struggling with offering
37% competitive compensation:
of employers with
34% under 100 employees
of employers with
33% 100 to 499 employees
of employers with
33% 45%

500 or more employees

The impact of delayed medical care, rising
prescription drug costs and mental health issues
remain the top culprits of increased benefits costs
for employers.

Question: You mentioned that your organization’s benefits costs or claims
increased in the last year. Which, if any, of the following best describes why?
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Most employers had to make operational changes as a result of the rising cost
of health care and are opting to shift expenses onto their employees rather
than reduce the benefits they offer — but these decisions could have negative
downstream implications.

While employers are deploying a variety of tactics to cope with the rising costs of health care, increasing employee
deductibles and the amount they contribute to premiums and copays are the most popular. Nearly half of all
employers who are experiencing increased benefits costs indicate they increased the amount of their employee
deductibles or increased the share they required employees to pay in order to offset the rising cost of health care.
Yet, more than half (53%) of employees say they would likely accept a job offer with slightly lower compensation

but a more robust benefits package. This is a strenuous time for organizations that saw unprecedented voluntary
turnover rates in 2022. As employers strike a balance of managing costs while offering competitive benefits
packages, increasing the burden of health care benefits costs on the employee is a risky move as they are likely to

seek a job with a better benefits.
46%

45%
Employer question: Have you done any 33% 33%
of the following to control rising health care
costs that you otherwise would NOT have
done if benefits costs remained the same or
decreased?
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Employee question: How likely would you be to accept a job
offer that included a slightly lower compensation but a more
robust benefits package?
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of all employees would be at least
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somewhat likely to accept a position
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with lower pay but better benefits.


https://www.gartner.com/en/newsroom/04-28-2022-gartner-says-us-total-annual-employee-turnover-will-likely-jump-by-nearly-twenty-percent-from-the-prepandemic-annual-average
https://www.gartner.com/en/newsroom/04-28-2022-gartner-says-us-total-annual-employee-turnover-will-likely-jump-by-nearly-twenty-percent-from-the-prepandemic-annual-average

It is unsurprising that cost is among the most important considerations for
employers when choosing a benefits provider.

Employers are nervous about the cost of health care because claims are on the rise and employees may leave if
benefits are reduced. However, brand reputation also is a significant driver in their decision-making process, with
21% ranking it above cost for why they choose a provider.

Question: Rank the following attributes by importance when choosing your organization’s benefits provider(s)/vendor(s).

% ranked
top 3
Brand reputation 14% 46%
Cost 16% 46%
Longevity 14% 38%
Financial strength 8% 36%
Claims payment reputation 13% 16% 34%
Product ratings 16 10% 33%
Verified customer reviews 7% 12% 24%
Environmental sustainability g 15%
Ease of filing claims 4% 11%
Corporate social responsibility 3% 11%
Innovative products for my 2% 7%
employees
= Ranked first = Ranked second [l = Ranked third

Cost, while still near the top of the list, has been declining in importance since 2021, during the height of the
COVID-19 pandemic. Rising in importance are elements associated with a provider’s renown, such as brand
reputation, longevity and claims payment reputation.

Question: Rank the following attributes by importance when choosing your organization’s benefits provider(s)/vendor(s). (% Ranking Top 3;
Only the top 5 attributes are shown)

55%BC

Brand reputation Longevity Financial strength Claims payment
reputation

2021 (A) B 2022 (B) B 2023 (C)
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As employers struggle with rising
health care costs, supplemental
insurance remains a core component of
a comprehensive benefits package for
employers and employees alike.

Supplemental insurance offers an added layer of financial
protection, helping to support employees in covering

not only out-of-pocket (OOP) health care expenses

not covered by major medical plans, but also everyday
expenses linked to their health care needs.

The overwhelming majority (87%) of enrolled
employees say they would recommend that a
friend or family member enroll in supplemental
benefits and that their supplemental benefits
help their financial security (88%).

QX

Yet only 2 in 5 (39%) employers indicate that
they offer supplemental insurance options to
their employees.

9 in 10 employees believe the need for
supplemental insurance is increasing.

80% of employers who offer supplemental
insurance believe these benefits help with

¢ B

recruitment, and 82% say they help with
retention.

2 in 5 American workers view supplemental
benefits as a core component of a

P

comprehensive benefits program.

Two thirds of all employees enrolled in
supplemental insurance have used it in the past
year.

©
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Question: Which of the following voluntary benefits are you
enrolled in through your employer?

Dental
insurance

Life insurance

Vision
insurance

Short-term
disability insurance

Long-term disability
insurance

Accident
insurance

Hospital
insurance

Critical illness
insurance

Pet insurance

Cancer
insurance

Other specified
disease (e.g.,
heart attack,

stroke insurance)

Note: This question was asked of those who
indicated they have access to supplemental
benefits at work. With more than 3 in 5

(60%) employees stating they have access

to supplemental benefits through their
employers, this translates to 37% of all
surveyed employees enrolling in supplemental
dental, 36% enrolling in supplemental life and

33% enrolling in supplemental vision.




Employers can further enhance the overall compensation packages they offer
by incorporating differentiated and nontraditional perks and benefits.

Employees are interested in a myriad of nontraditional perks. Given the impact of inflation on employees’ overall
financial stress and financial stability, it is not surprising that 2 in 5 (40%) are interested in having access to a
financial wellness program. Other key areas of interest for employees where employers may be missing the mark
today are access to personal wellness programs with gym discounts, identity fraud protection, access to financial
and legal resources through their employers and access to Medical Bill Saver negotiations.
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Hispanic employees are especially interested in nontraditional perks.

Some key differences emerge in Hispanic and non-Hispanic workers’ preferences, giving organizations the chance
to better meet the needs of a growing Latinx population. Specifically, Hispanic workers are more interested than
their non-Hispanic counterparts in telehealth (43% vs. 37%), health advocacy (36% vs. 28%), student loan repayment
administration (23% vs. 17%) and college prep assistance (14% vs. 7%). Access to telehealth through health
insurance plans is far more important to Hispanic workers (56%) than non-Hispanic workers (41%). Use of telehealth
also is higher among Hispanic workers (68% have used telehealth vs. 61%); therefore, it is not surprising that this
group expresses greater interest in telehealth as an additional benefit.

Employer question: Which of the following does your organization offer to your employees?

%
39+ 40 , 38% 38% 38*
36* - %
33% 35/“ 34% 34% 35"
30% 327 S
25% 25% 26”
> 21" qgr 1gr  qgn
8%
Financial Virtual Personal Identity Financial Medical bill Accident Health Telephonic  Student loan College
wellness telehealth wellness fraud and legal saver death and advocacy employee repayment prep
including with gym protection resources dismemberment (fdgr;;;r;'(')cue assistance  administration  assistance
WEEVIE discounts with travel express program
health assistance  your wishes,
concerns
and needs
to your
health care
Employer [l Employee providers)

~

—

-
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Supplemental benefits that directly address employees’ anxieties about the future also are
compelling.

More than half of all employees express a high degree of interest in purchasing supplemental health insurance that
covers serious illnesses or conditions — such as cancer, heart attack or stroke — if they have family history. This
interest is higher among younger generations than baby boomers and significantly higher among Hispanic workers
(62%), compared to their non-Hispanic counterparts (50%).

More than half of all employees are interested in supplemental policies for specific diseases or
conditions with a hereditary component.

of all employees would be "very" or "extremely" likely
to purchase supplemental insurance to cover a disease
that runs in their families.

Question: If offered by your employer, how
likely would you be to purchase insurance to
help cover costs associated with a serious
illness that you know is in your family health
history (such as cancer, heart attack or
stroke)?

Millennial

Baby boomers
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There are significant gaps in how employers and employees perceive the value of benefits
packages.

Although employers who make sweeping changes to their benefits program are at risk of losing employees due

to voluntary turnover, many state that they simply don’t always know what employees want from their benefits
packages. Additionally, the report finds that employers may be overly confident in their employees’ satisfaction with
their current benefits packages; however, there is a 19 percentage point gap between employers' perceptions of
employee satisfaction with their benefits and actual lived experiences, which has widened since 2021. With many
organizations planning to make changes to their benefits contributions, it is critical for organizations to help close
this gap and gain a clear picture of their employees’ benefits needs and expectations.

More than half (60%) of all employers say that one of their biggest challenges in benefits
administration is understanding what their employees are looking for.

Employer question: Of the following challenges, which are the top challenges your organization faces when offering benefits?

% ranked
top 3

Managing benefits administration and
workforce regulation compliance 48*
Understanding the optioqs | have 44%

to control benefits costs

[ =Ranked first [ =Rankedsecond [l = Ranked third

Better understanding what employees
want when it comes to benefits offerings

Offering robust benefits while staying

within budget/cost constraints

Finding time to dedicate to benefits

selection and administration 36%

Communicating and educating
employees about benefits

Determining the benefits that
will meet our employees' needs
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This lack of understanding Em?::)y:r questloln: How satls_.g]e?hdo 780(0 of employers bel?eve
is evidenced by employers’ you think your employees are with the their employees are highly
" ) ’ overall benefits package your organization satisfied with their benefits
overly positive view of their offers them at this time? . ’
employees’ satisfaction with compared to only 59% of )
employees who express high

their benefits. Employee question: How satisfied are satisfaction.

you with the overall benefits package

Greater alignment between offered to you at this time?

employers and employees with
regard to benefits experiences will

50%
. . , 43%
make it easier for employers to rise 34%
to the occasion to meet employees’ 27*
growing needs during a time of 17* . 16*

rising health care costs, inflation and o 2% 4% 5% .
increased health care complexity. Not at all satisfied Not very satisfied Somewhat satisfied Very satisfied Extremely satisfied
[ Employer Employee

And these gaps extend to benefits enroliment with employers not offering the seamless digital
experience that employees desire.

Remote and hybrid work remain the norm, with most employers offering at least a partially remote work structure,
making a seamless digital experience for benefits enrollment and management increasingly important.

Fully in-person Full remote
workforce workforce

25% 30%

75%

of all employers have at
least a partially remote
office structure.

Question: Which of the following best describes
your organization’s working arrangement over
the last 12 months?

Partially remote or
hybrid workforce

45*
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Most employers recognize the importance of having a benefits provider that excels in digital technology, and a
similar proportion of employees value the convenience of managing their benefits online. Although many employees
prefer digital enroliment for benefits, it is noteworthy that more than one-third of employers do not support online
enroliment.

8 in 10 employers state that it is very important for their benefits provider to innovate by leading in
digital technology.

Just as many (82%) employees stress the importance of being able to manage benefits online.

@ Yet, 45% of employers do not offer the ability to enroll in benefits online.

Pro tip: Prioritize ease of use. Employers have an opportunity to provide their employees with
the benefits they need and partner with providers that can engage them with technology they
@ use in their everyday lives. Having open conversations with employees about their experiences
= interacting with different health care providers and products in the digital landscape can help
provide insight into technology and capabilities that are popular and help narrow their search for
providers who check that box.
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In addition to struggling with understanding what employees want from their benefits
programs, organizations are finding it increasingly difficult to find the time they need to
manage these programs.

Since 2021, the percentage of respondents who ranked finding time to dedicate to benefits selection and
administration among their top three challenges has jumped by 12 percentage points. This could be, in part, due to
operational changes organizations made over the last year to cut costs as inflation rose and a recession loomed.
With fewer resources dedicated to the selection and administration of benefits, it has been difficult for employers to
gain a deep understanding of the programs they offer their employees and how those programs might be improved.

Question: Of the following challenges, which are the top challenges your organization faces when offering benefits?

59%h 60%A 5w

% 56%
94 53% 51%

Better Offering robust Managing benefits Finding time Understanding Communicating Determining
understanding benefits while administration to dedicate the options | and education the benefits
what employees staying within and workforce to benefits have to control employees about that will meet

want when budget/cost regulation selection and benefits costs benefits our employees'
it comes to constraints compliance administration needs
benefits offerings

2021 (A) W 2022(B) [ 2023(C)

Pro tip: Listen to the experts. It's understandable that HR departments that have been
whittled down in the last year as part of belt-tightening initiatives might feel overwhelmed by

? having to manage the same benefits programs they did a year ago with fewer resources and
less support. Aflac can help provide guidance and insights gleaned from its more than 60 years
in the field to help them understand the changing health care landscape and which options are
available to them now.

2023-2024 AFLAC WORKFORCES REPORT 17



About the Study

The 2023-2024 Aflac WorkForces Report is the 13th
annual Aflac employee study examining benefits trends
and attitudes. Conducted by Kantar on behalf of Aflac,

the employer survey took place online between June 2
and June 25, 2023, and the employee survey took place
online between June 2 and June 27, 2023. Throughout this
report, some percentages may not add up to 100% due

to rounding. The surveys captured responses from 1,201
employers and 2,000 employees across the United States.

For more information, visit aflac.com/awr.

Aflac and Kantar are members of the Insights Association
governed by The Insights Association Code of Standards
and Ethics for Marketing Research and Data Analytics.

Individual coverage is underwritten by Aflac. Group
coverage is underwritten by Continental American
Insurance Company (CAIC), a wholly owned subsidiary of
Aflac Incorporated. CAIC is not licensed to solicit business
in New York, Guam, Puerto Rico or the Virgin Islands. For
groups sitused in California, group coverage is underwritten
by Continental American Life Insurance Company. For
individual coverage in New York or coverage for groups
sitused in New York, coverage is underwritten by Aflac New
York.

The content within provides general information and does
not constitute legal, tax or accounting advice regarding any
specific situation. Aflac cannot anticipate all the facts that

a particular employer will have to consider in their benefits
decision-making process.
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