
Employers Face Challenges with 
Federally-Sponsored New LTC Program

magine that you are the CEO of a company with 1,500 employees. Along 
with the daily challenges of managing a successful business, you also now 
have myriad new health benefi t obligations under Health Care Reform.  
Some may not require any change on your part — e.g., you already offer 
health coverage suffi cient to meet the requirements of the legislation. 

But what about the CLASS Act?  

While of vital importance to the long-term care (LTC) and disability 
community — the CLASS Act (see side box) is one of the often over-
looked provisions of the massive Patient Protection and Affordable Care 
Act (PPACA). 
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Employer Response   

How w i l l  employers 
respond? To date, with 
many new health care 
refor m requ i rement s 
impact ing employers , 
CLASS has gotten lit-
tle attention. The pri-
mary groups representing 
employers — the National 
Business Group on Health, 
American Benefi ts Council, 
and the Society for Human 
Resource Management 
(SHRM), among others 
— have neither articulated 
a policy position nor devel-
oped an action plan with 
regard to CLASS. Most 
employer-focused analy-
ses of health care reform 
provide but a sentence or two on CLASS — in fact, 
the American Benefi ts Council’s “Health Care Reform: 
Employer Responsibilities” presentation to its members 
doesn’t even mention CLASS.

 The employer-sponsored long-term care insur-
ance (LTCI) market is a critical one for the industry. It 
has historically been the market segment with the most 
aggressive growth, even sometimes during periods of 
fl at growth and sales declines for the industry overall. 
Despite this consistent growth, the market segment 
remains small — accounting for just under 30 percent of 
the roughly 7 million policies in force today. Therefore, it 
is unknown to what extent employers will embrace this 
program and establish a payroll deduction mechanism 
to support it. Given the vast array of new requirements 
facing employers as part of general health care reform, 
and a questionable economic recovery, employers may be 
reluctant to take on any new obligations. 

While large employers were the initial adopters of 
LTCI as a voluntary workplace benefi t, the offer of LTCI 
at the workplace today has of late grown more rapidly 
among small and midsize fi rms. Although that opens up 
a broader employer population base through which to 
offer CLASS, it comes with challenges. Small and mid-
size employers may be less willing to take on voluntary 

benefi ts or, if they do 
offer them, to take an 
active role in promot-
ing them. By defini-
tion, small and midsize 
employers do not offer 
CLASS as large an 
enrollment base as 
would be desired. This 
could exacerbate exist-
ing concerns about the 
potential for adverse 
s e l e c t i o n  w i t h i n 
CLASS if the primary 

“take up” is a low pen-
etration rate within 
mostly small and mid-
size employers. 

Employers who 
offer the CLASS pro-
gram also must con-

front the logistics of establishing an additional entry 
for payroll deduction and then automatically enrolling 
employees (as required) — and then dis-enrolling them 
as they elect to opt out. Given the expected high monthly 
premium for older employees, the lack of salience of 
LTCI for younger employees, and penetration rates for 
voluntary LTCI historically in the single digits, it is 
likely that a signifi cant number of employees will opt out. 
Participation is expected to be small — estimates vary, 
but indeed the CLASS program itself assumes a roughly 
3 percent participation rate across all employees. 

The World of Voluntary Benefi ts and LTCI

For some hint of how CLASS might fare in the employer 
market, it is helpful to look at trends in voluntary ben-
efi ts, in general, and for LTCI, specifi cally. As LIMRA’s  
2007 Voluntary Benefi ts Report Card notes, as of 2006, just 
over half (53 percent) of employers offered voluntary 
benefi ts. This is the employer base that is better suited 
to offering CLASS, given that they currently offer 
other voluntary benefi ts and have the payroll deduction 
mechanisms for doing so already established. This fi g-
ure, however, represents a decline in the percentage of 
employers offering voluntary benefi ts, which — accord-
ing to LIMRA’s 2010 Shifting Paradigms: Examining 

The Community Living Assistance Services and Supports 

Act (CLASS Act) establishes a new federally-sponsored 

long-term care insurance (LTCI) program to begin 

sometime after October 1, 2012, at which time many of 

the critical program details will have been specifi ed by 

the Secretary of the Department of Health and Human 

Services. CLASS will be funded entirely with premiums 

paid by individuals who enroll, not tax dollars. It will be 

offered, without underwriting, both directly to individuals 

who satisfy a minimal “at work” defi nition and through 

participating employers. 

When employers agree to offer CLASS, they are 

required to offer payroll deduction for the voluntary ben-

efi t and — unlike other optional benefi ts — they must 

automatically enroll all employees in the program and then

provide a voluntary “opt-out” for those who wish to do so.

About CLASS
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Employee Benefi ts in the Midst of 
Economic Uncertainty study fi nd-
ings — was 64 percent in 2002. 
Data from the same study for 
December 2008/January 2009 
shows that an overwhelming 
share of employers (89 percent) 
do not plan to add any volun-
tary benefits within the next 
year. Of those planning to add a 
voluntary benefi t, only 9 percent 
say they are considering adding 
LTCI — amounting to less than 
1 percent of all employers.

While health care reform may 
inspire employers to think twice 
before eliminating health benefi ts 
(cited in LIMRA research by 22 
percent of employers as the ben-
efi t they would eliminate in the 
coming year), those employers 
looking to slim down on volun-
tary benefi ts may well consider 
foregoing LTCI. The fact that it is 
overwhelmingly offered as employee-pay-all may help 
persuade some employers to maintain the benefi t where 
cost is the driving factor. LIMRA reports that other 
at-risk voluntary benefi ts — with 20 percent or more of 
employers saying they plan to eliminate them — are life 
insurance, medical insurance, and short-term disability.

While employer awareness of LTCI as a voluntary 
benefi t is high — 87 percent in 2006 (as reported in 
LIMRA’s 2007 Voluntary Benefi ts Report Card) — even 
today only 15 percent of all employers offer it. Given 
that awareness is strong but few employers currently 
offer LTCI, it is important to understand the factors that 
motivate them to offer the coverage and the barriers they 
face in adding LTCI as a voluntary benefi t.

Employers that have considered LTCI — but do not 
offer it — cite a variety of reasons: lack of employee 
interest, concern over the administrative cost, and 
complexity of making the offer, among other factors. 
Findings from the “Small Business Market, Big Growth 
Opportunity?” study presented at the Tenth Intercom-
pany Long Term Care Insurance Conference in March 
2010 found that 40 percent of employers believe that the 

administrative time and 
effort needed to support 
the benefi t is similar to 
that of long-term disabil-
ity insurance —putting it 
just below health insur-
ance or a 401(k) plan, but 
rating it as more complex 
than offering group life 
insurance. 

What Must Be 
Done If CLASS Is to 
Succeed?

To succeed in penetrat-
ing the employer-spon-
sored market, the entities 
responsible for imple-
menting CLASS must 
consider (and answer) the 
following questions:

• Which employer market 
s e g ment s  h ave  the 

greatest interest in offering 
CLASS? 

• How well does the size and nature of this workforce 
fi t with the objectives of CLASS with respect to 
broad and varied participation?

• What information do employers need to motivate 
an interest in offering CLASS where interest in 
offering LTCI may not exist currently?

• How will employers currently offering group and 
multi-life LTCI feel about modifying their existing 
plan to accommodate CLASS? 

• Are those employers currently offering LTCI the 
better prospects or is the program likely to fi nd 
more success in those without a competing plan?

• What support and resources will employers want 
to help them communicate to employees about 
CLASS? A survey conducted by the Minnesota 
Board on Aging — Study of Employer Interest in 
Long Term Care Insurance — among employers 
not offering LTCI found that they would be 
signifi cantly more willing to do so if the state were 
to provide educational and motivational materials 
so that human resources personnel did not have to 

The employer-
sponsored 

long-term care 
insurance (LTCI) 

market is a critical 
one for the 

industry.
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take on that responsibility. This is similar to how 
many voluntary benefi ts are offered today — the 
employer selects an insurer and provides access to 
its employees, but the responsibility for information, 
education, and customer service rests with the 
insurer and not the employer. Is this the model that 
employers expect when engaging with CLASS?

Getting Creative

What can CLASS do to foster employer interest in 
participation? First and foremost is education with a 
focused campaign on raising employer awareness of the 
value of LTCI generally and CLASS specifi cally. The 
CLASS program needs to focus time and attention on 
building a strong employer-focused campaign and offer 
support to employers to either “carry the message” and/
or to offer CLASS. Also needed is research to deter-
mine the “best” employer prospects as well as what 
their needs and wants are to enable the offer of CLASS. 
Such a campaign needs to address in a meaningful way 
employer concerns that drive them to offer voluntary 
benefi ts — worker recruitment and retention, employee 
productivity, and the emotional and fi nancial impact on 
working caregivers. 

CLASS can and should also offer employers a variety 
of roles that they can play in CLASS — those who do 
not want to offer it as a voluntary benefi t can still be 
encouraged and supported to play an educational role. 
The CLASS program needs to make implementation as 
simple as possible for the employer — under either sce-
nario. It needs to establish basically a turnkey approach 
to the offer, providing an “implementation kit” that 
includes everything the employer would need to commu-
nicate, install, and maintain the benefi t. This kit should 
include detailed educational documents, motivational 
pieces for consumers, a how-to guide for getting the 
most participation out of the offer, and all the forms and 
materials the employer needs to implement and maintain 
CLASS. The program should have a dedicated toll-free 
line specifi cally for employer support. Again, a recent 
employer survey found that 57 percent of employers said 
that “ease of implementation” is one of the most impor-
tant issues they would have if they were to add LTCI to 
their existing benefi ts.

Another possible strategy, if feasible, might be for the 
CLASS program to offer a small sponsored-program 

discount when coverage is offered through a participat-
ing employer, much the way LTCI multi-life or affi nity 
business currently offers a discount. The opportunity 
to purchase CLASS at a slightly reduced premium cost 
through one’s employer might be just the incentive that 
employers and employees need to generate interest in 
the program. 

Most important, CLASS needs to assure employers 
(and their employees) that it has all the “best practices” 
of private LTCI with respect to consumer protection, 
program viability, customer service, and rate stability. 
If CLASS can’t promise to 
fulfi ll most if not all of 
the consumer protections 
currently required of 
private LTCI, employ-
ers will be reluctant to 
champion what they 
see as a second-best 
option even if it offers 
the advantage of a pro-
gram without under-
writing.

Another key ques-
tion CLASS needs to 
be prepared to address 
if it wants a foot in the 
door among employers 
is how it can or 
will coordinate 
with existing or 
future private 
LTCI offerings 
that the employer 
may already have in 
place or may choose 
to add. It is widely 
acknowledged that 
the CLASS benefi t is 
meant to take the edge 
off and is not a complete 
solution for LTC needs; 
the relatively low antici-
pated daily benefi t amount 
is the primary factor. We 
don’t know yet if this amount 
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will be $50/day, $75/day or more. But with average costs 
of facility care at close to $200/day, CLASS will not be 
the complete solution for many who desire protection. 
Similarly, CLASS needs to fi t in where employers have 
in some cases decades of experience and satisfaction 
with an LTCI plan. So an important part of the CLASS 
marketing and education to employers will be to help 
them understand how CLASS can complement their 
existing LTCI benefi t and how employees with coverage 
should maximize the best of both options.

Engaging opinion leaders will be important for 
CLASS. Employers watch trends in benefi t offerings 
and if leading-edge employers embrace CLASS and are 
successful with its offering, other employers may fol-
low. CLASS needs, therefore, a strategy for engaging 
these leading employers and may well begin with the 
federal and state governments. That approach, however, 
underscores the importance of integrating CLASS 
with an existing LTCI program, since both the federal 

government and over 25 states already offer private 
LTCI to their eligible populations. An “integrated cov-
erage model” will be an important design challenge for 
CLASS — on top of the already daunting challenges it 
faces in determining all the critical elements of its own 
coverage. 

Conclusion

Stating the obvious, it is diffi cult to predict the effect 
of a program that, at this point in time, has many more 
questions than answers. The rules are yet to be written, 
the implementation strategy is just beginning to be con-
sidered, and the interest in CLASS, while likely a given 
for the disability community, needs to reach a signifi -
cantly broader employee audience in order to succeed. 
That said, one signifi cant benefi t that will likely come 
out of CLASS, regardless of the success of the program, 
and regardless of the adoption by employers, is the vis-
ibility that will be created by the federal government, a 

visibility that is sorely needed 
to shine a bright light on the 
LTCI dilemma. The feds are 
reportedly gearing up to invest 
heavily in promoting this pro-
gram and making people aware 
that they need to plan for the 
risk and exposure associated 
with LTCI; that they need to 
take personal responsibility. 
The private LTCI industry 
has been trying to fi gure out 
how to get this message out to 
the masses for years with no 
credible strategy, no consensus, 
and no meaningful success. 
So with CLASS, we can wel-
come the help, and even more 
important, the money that the 
government can bring to bear 
on this critical task of educat-
ing and motivating consumers 
and employers to embrace 
long-term care.  
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SECURITIES TRAINING CORPORATION®

New York 800 782-1223 • Boston 800 782-2678 • Chicago 800 782-8505 • San Francisco 800 642-4566
LAH Flashcards are available for the following states. AL, AZ, CA, CT, KY, LA, MD, MA, MI, MN, MS, NE, NH, NM, NY, OK, OR, PA, SC, SD, TX, UT, VT

STCGAMA0310

STC Introduces its
Electronic Flashcard for
Life, Accident & Health.
There is no need to lug a stack of 3 x 5 cards or pages of notes.
Simply access STC Flashcards on your computer, from work or home,
whenever you find yourself with free time.

A New Way to Study that Builds on an Old Way
• Are you frustrated trying to remember all those details tested on your

state insurance examination?
• Are you having problems organizing the material into a cohesive package?
• Are you bogged down with reams of paper notes?
Although the purchase of STC study material is not required, we strongly
recommend that a study program be used along with the Flashcard series.
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