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About the National Institute for Public 
Employee Health Care Policy 
Over 13 percent of the American workforce is employed by public sector employers, 
and health care benefits are a crucial component of their compensation programs. 
Public sector purchasers have a fiduciary duty to offer high-quality, comprehensive 
benefits at an affordable cost to tens of millions of employees and retirees who have 
spent decades serving in critical roles such as teachers, firefighters, and law 
enforcement officers across the country. 

The National Institute for Public Employee Health Care Policy (the Institute) is a non-
profit (501) (c)(3), nonpartisan national policy institute focused on public policy areas 
impacting health care plans available to public sector employees, retirees, and their 
beneficiaries. The Institute conducts research, develops authored papers and issue 
briefs, and hosts events to raise awareness and educate the Washington, D.C. policy 
community. Visit our website at healthcarepolicy-institute.org. 
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Introduction 
Medicare Advantage (MA), the private plan alternative to traditional Medicare, has 
experienced rapid growth over the past two decades, with more than half of all Medicare 
beneficiaries now enrolled in MA plans.¹ Within this broader trend, Employer Group 
Waiver Plans (EGWPs), a specialized form of MA designed for retiree coverage, have 
become a critical tool for public sector employers seeking to manage costs and maintain 
comprehensive benefits for their retiree populations.² 

Public sector entities, which employ over 13% of the U.S. workforce, play a foundational 
role in delivering public education, safety, and other essential services.³ These employers 
often assume long-term responsibility for retiree health care as part of their 
compensation structure. As health care costs have risen, maintaining retiree medical 
coverage has become increasingly complex. EGWPs offer a compelling value proposition: 
the ability to deliver integrated, high-quality care at predictable, stable costs while 
supporting diverse and high-acuity populations.² ⁴ 

The central purpose of this paper is to explore the emerging policy challenges and 
opportunities associated with Medicare Advantage EGWPs in the public sector. It 
highlights key design features, current policy dynamics, including the implications of the 
Inflation Reduction Act, and potential consequences of shifting regulatory frameworks. In 
doing so, it seeks to inform policymakers, public purchasers, and other stakeholders on 
how best to preserve and improve the effectiveness of these arrangements amid ongoing 
reform. 

Employer Group Waiver Plans (EGWPs) 

Value proposition: Predictable costs, benefit flexibility, and targeted 
coverage 

MA-EGWPs serve as a vital mechanism for delivering retiree health benefits in the public 
sector. Unlike individual market MA plans, EGWPs are group plans negotiated between 
employers and private insurers, with oversight and funding administered by the Centers 
for Medicare & Medicaid Services (CMS).⁴ These plans offer all Medicare Part A and B 
benefits, frequently include Part D prescription drug coverage, and often cover 
supplemental services not covered by traditional Medicare. Importantly, they also 
provide predictable costs to employers through risk-adjusted, capitated payments, 
allowing employers to manage liabilities more effectively and stabilize Other Post-
Employment Benefit (OPEB) obligations.⁴ ⁵ 

Overview of Key Issues in MA and EGWPs 
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The public sector retiree population tends to present with higher rates of chronic illness 
and disability than the broader Medicare-eligible population, in part due to occupational 
exposures and stress-related conditions.⁴ MA-EGWPs are particularly well-suited to 
address these complex needs, as they emphasize coordinated, value-based care and 
provide enhanced benefit design flexibility.⁴ Plan sponsors can offer tailored services, 
regional rate variations, wellness programs, telehealth access, and support for social 
determinants of health—all contributing to higher retiree satisfaction and improved 
outcomes.⁶ ⁷ ⁸ 

Emerging risks: Legislative changes and financial pressures 

Recent policy developments, most notably the Inflation Reduction Act (IRA) of 2022, 
introduce new dynamics into the EGWP environment. While the legislation advances 
affordability for beneficiaries—such as capping insulin costs and implementing a $2,000 
out-of-pocket limit for Part D drugs—it also increases financial risk for plan sponsors by 
shifting a greater share of liability for catastrophic drug costs to health plans.⁹ ¹⁰ EGWP 
enrollees have historically benefited from lower out-of-pocket drug spending, which may 
change under the IRA’s revised cost-sharing framework.¹¹ ¹² 

Moreover, CMS has begun to recalibrate its risk adjustment model, which could have 
disproportionate effects on EGWPs due to the typically higher acuity of their covered 
populations.⁴ As plan sponsors adjust to these changes, there is concern that their ability 
to maintain generous benefits, control premiums, and offer innovative care models may 
be constrained.⁴ ¹³ 

Medicare Advantage Growth and Oversight 

 
Rapid expansion of MA enrollment 

Enrollment in Medicare Advantage plans has grown from 33% of all Medicare 
beneficiaries in 2018 to 51% in 2023, with projections reaching 62% by 2033.¹ ¹⁴ This 
growth has been accompanied by a significant expansion of MA-EGWP arrangements. 
Between 2018 and 2022, total MA-EGWP enrollment grew nearly 27%, driven largely by 
increased adoption among large public and private employers.¹⁵ Notably, more than half 
of large employers that offer retiree benefits now do so through MA-EGWPs with 
integrated pharmacy benefits (MAPD-EGWPs), which have demonstrated advantages in 
clinical coordination and retiree experience.¹⁶ 
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Policy scrutiny and sustainability considerations 

The rapid rise of MA enrollment has resulted in increasing bipartisan scrutiny focused on 
cost, transparency, and risk adjustment practices. Critics have raised concerns about 
potential overpayments due to aggressive risk coding and questioned the long-term 
sustainability of current MA payment structures.¹³ These critiques, if acted upon through 
regulation or legislative reform, could reshape the financial underpinnings of MA-EGWPs 
and alter their role within public retiree health programs. 

In this environment, policymakers must balance necessary reforms with an understanding 
of how these plans function for public sector populations. Failure to account for the 
unique needs and constraints of public employers and their retirees’ risks undermining 
one of the most effective and fiscally responsible models for providing high-quality 
Medicare coverage. 

Understanding the EGWP Landscape:  
Results from the Specialty Drug Survey  

Amongst members of the Public Sector HealthCare Roundtable (the Roundtable) who 
participated in an annual survey released by the National Institute for Public Employee 
Health Care Policy (the Institute) and the Roundtable, questions were answered relating 
to their EGWP products. Members stated that several aspects of their program design 
were especially beneficial for both plan sponsors and beneficiaries. Separating MA EGWP 
and Part D plans allowed for easier 
tracking of federal revenue and helped 
reduce retiree premiums. Plan sponsors 
also valued the flexibility to move 
between MA and Medicare Supplement 
(Medigap) plans without underwriting. 
The enhanced subsidies from EGWP, 
which exceeded those from Retiree Drug 
Subsidy, were highlighted as a major 
financial advantage, along with the ability 
to remove claims from self-insured plans. 
Many respondents noted that offering a 
fully insured Medicare Advantage Part D 
was more affordable than maintaining a 

Survey Results and Stakeholder Perspectives 
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standalone Part D EGWP. Beneficiaries benefited from low premiums, no deductibles, 
consistent copays until catastrophic coverage, broad formularies, and low cost-sharing. 
Additional advantages included 100% rebate pass-through, mail order convenience, 
concierge services, and a strong focus on maximizing Part D recoveries, all contributing to 
a more efficient and cost-effective program. 

When asked about concerns regarding their EGWP programs and future sustainability, 
members of the Public Sector Healthcare Roundtable identified several pressing 
challenges. A primary issue was the rising cost of prescription drugs, particularly specialty 
medications and GLP-1s, which threaten the affordability and viability of the plans. Many 
members expressed concern over the Part D redesign and its cost-shifting effects on plan 
sponsors, as well as reductions in MA revenue that may further strain budgets. Some 
noted that the traditional advantages of EGWP plans, such as offering more generous 
benefits, are being eroded, potentially making individual MAPD plans more attractive to 
sponsors and their retirees in the future. Additional concerns included Medicare’s 
increasing control over employer PBM contracts, a lack of flexibility in drug coverage, and 
compliance with Medicare rules that often don’t align with group plan needs. The 
Medicare Prescription Payment Plan (M3P) program was frequently cited as an 
unnecessary expense, with significant concern about its impact in 2025. Members also 
pointed to growing premium pressure and uncertainty over how to maintain plan value 
as federal regulations continue to evolve. 

When asked about potential changes or 
advancements they would like to see in the 
future, members of the Public Sector 
Healthcare Roundtable generally 
emphasized a desire to preserve what is 
currently working well, while expressing 
concerns about regulatory changes that 
may negatively impact their EGWP 
programs. Several members voiced a strong 
preference for fewer restrictions, noting 
that policy reforms often increase costs 
without delivering meaningful relief to 
retirees. Many called for a waiver or drastic 
revision of the M3P program, citing its 
limited benefit to members and high 

administrative and financial burden. Others advocated for policy updates that would 
allow EGWP plans to better mirror commercial group flexibility, such as access to copay 
cards, custom drug exclusions, and full formulary management tools. Improved 
integration across medical, pharmacy, dental, and vision services, with enhanced data 
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sharing, was also seen as a valuable advancement. Additional suggestions included 
allowing group enrollees with End Stage Renal Disease to join EGWP MAPD plans without 
delay and reassessing how rebates influence drug pricing transparency and retiree cost 
share. Overall, members of the Public Sector Healthcare Roundtable emphasized the 
importance of maintaining the stability of the program while modernizing key elements 
to improve efficiency, equity, and sustainability. 

Improving the Experience: Stakeholder Views on 
Beneficiary Understanding 

Despite the numerous advantages 
associated with MA-EGWPs, stakeholders 
at an October 2024 convening held by the 
Institute emphasized ongoing challenges 
related to beneficiary understanding and 
navigation of these plans. Participants 
noted that retirees often struggle to 
differentiate between traditional 
Medicare, individual market Medicare 
Advantage plans, and group-based EGWPs. 
This confusion can lead to misinformed 
choices during open enrollment periods 
and generate mistrust when plan changes 
are communicated without adequate 
context. 

Several attendees highlighted the importance of clear, tailored communication to help 
beneficiaries make informed decisions. Public sector retirees, especially those 
transitioning from traditional Medicare, may find the benefit structures of EGWPs 
unfamiliar, particularly around network rules, prior authorization requirements, and 
formulary differences. Although EGWPs frequently offer more generous benefits and 
lower out-of-pocket costs than other coverage options, these advantages are often 
overshadowed by concerns about network access and the perceived complexity of the 
plans. 

Convening participants called for more robust and proactive outreach strategies, 
including personalized education sessions, multilingual materials, and stronger 
collaboration with retiree organizations. They also emphasized the value of concierge-
style services that guide retirees through plan selection, claims resolution, and benefit 
utilization, noting these services could significantly improve retiree satisfaction and plan 
retention. 
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Voices from the Field: Union and Policymaker 
Perspectives on EGWP Challenges   

Labor unions and policymakers continue to play a crucial role in shaping the future of 
EGWP adoption and sustainability in the public sector. At the Institute’s October 
convening, union representatives shared that one of the earliest and most persistent 
concerns has been network adequacy. Retirees, particularly those in rural or underserved 
areas, have expressed fear that shifting to EGWP coverage might restrict access to trusted 
providers. These fears are sometimes exacerbated by anecdotes of denied care or 
administrative hurdles in MA plans more broadly. 

Stakeholders also underscored 
widespread misconceptions among 
policymakers regarding the nature of 
EGWPs. Many officials, especially those 
less familiar with group health insurance, 
tend to conflate EGWPs with individual 
Medicare Advantage plans. This has led to 
legislative and regulatory proposals that 
fail to account for the unique structure and 
performance of group-based EGWPs. For 
instance, concerns about aggressive 
marketing practices or provider network 
issues in the individual MA market are 
often inappropriately extended to EGWPs, 

despite key differences in oversight, benefit design, and employer involvement. 

Convening participants urged policymakers to adopt a more nuanced understanding of 
the EGWP model. They advocated for better data transparency specific to EGWPs, 
including outcomes, cost trends, and retiree satisfaction metrics, to help differentiate 
these plans from their individual counterparts. Additionally, plan sponsors urged a more 
active role in policy decision-making to ensure that policies align with retirees’ needs and 
expectations while preserving the flexibility and unique advantages of EGWP plans. 

Charting the Path Forward:  
Policy Recommendations for the New Administration 

Based on the current federal policy landscape and insights gathered during the Institute’s 
convening, which brought together public purchasers, labor representatives, policy 
experts, and plan administrators, it is clear urgent action is needed to stabilize EGWPs 
and protect retiree health care. Participants emphasized the growing disconnect between 
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federal policymaking and the structure, value, and needs of EGWPs, calling for a more 
informed and responsive approach from the new administration. 

Educate Congress and Policymakers on the 
Structure and Value of EGWPs 

Critical Takeaway: Federal policymakers persistently 
lack understanding of how EGWPs function, leading 
to the application of individual MA market rules to 
MA EGWPs that do not align with the goals or 
structure of employer-based retiree plans limiting 
employers’ ability to provide extensive, cost-
effective benefits to retirees. 

 

Ensure Rate Stability to Prevent Cost  
Shifting to States and Retirees 

Critical Takeaway: Stakeholders cited “whiplash” 
from recent EGWP rate changes, particularly in the 
2024 MA Rate Notice, as destabilizing for public 
purchasers. These abrupt shifts force employers 
and unions to make tough decisions in tight 
timeframes about benefits, contributions, and 
even plan participation. 

 

       WHAT WE PROPOSE 
Recommendation I: Develop targeted education and outreach strategies aimed at 
federal agencies and Congressional staff to explain the differences between EGWPs 
and individual MA products. Emphasize that EGWPs are group-negotiated and 
managed, with greater transparency and accountability to public employers and 
unions. 
 
Recommendation II: Encourage CMS to publish and analyze EGWP-specific data to 
better inform regulatory decisions. Current aggregation with individual MA data 
creates misleading assumptions and risks unintended harm. 



  | 10 

Address Escalating Drug Costs and Their  
Impact on EGWP Sustainability 

Critical Takeaway: The growing cost of specialty drugs, 
particularly GLP-1s, and opaque rebate structures 
threaten the financial sustainability of EGWPs. Some 
employers expressed concerns that rising pharmacy 
costs could offset the value EGWPs bring. 

       WHAT WE PROPOSE 
Recommendation III: Urge CMS to develop a more transparent and collaborative rate-
setting process that includes public employer input and reflects the long-term fiscal 
planning required in the public sector. 
 
Recommendation IV: Preserve employer contribution structures by ensuring that year-
over-year rate volatility is minimized, especially for large public systems serving aging 
or high-cost populations. 

         WHAT WE PROPOSE 
Recommendation V: Direct federal agencies to expand research and pilot programs 
focused on drug pricing reform and value-based arrangements specific to the retiree 
population. 
 
Recommendation VI: Improve transparency in how rebates are distributed and 
applied in EGWPs. Stakeholders asked for clearer federal guidelines and oversight to 
ensure that savings are passed through to plans and beneficiaries. 
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Strengthen Beneficiary Education and 
Consumer Support 

Critical Takeaway: Retirees often struggle to 
distinguish between EGWPs, individual MA plans, and 
Medigap. Employers shared anecdotes of retirees 
inadvertently opting out of EGWPs due to confusing 
plan marketing or insufficient federal outreach. 

Preserve Flexibility and Innovation in EGWP 
Design 

Critical Takeaway: EGWPs allow employers and 
unions to design benefits that meet the unique needs 
of their retirees, particularly around wraparound 
services and care management. Participants voiced 
concern that new federal rules could restrict this 
flexibility. 

        WHAT WE PROPOSE 
Recommendation VII: Create tailored education tools and decision aids that reflect 
the unique needs of retirees transitioning from active employee coverage. These tools 
should be developed in partnership with employers and unions. 
 
Recommendation VIII: Expand federal support for multilingual and culturally 
competent outreach, recognizing that public sector retirees are highly diverse and not 
always digitally connected. 

       WHAT WE PROPOSE 
Recommendation IX: Protect the ability of employers to tailor EGWP benefits, 
formularies, and supplemental offerings. One-size-fits-all regulation designed for the 
individual market should not be applied to group retiree plans. 
 
Recommendation X: Encourage CMS to work collaboratively with employers on 
regulatory guidance to ensure that innovation is supported rather than constrained. 
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Conclusion 
EGWPs are a vital part of the retiree health infrastructure, especially for the public sector. 
Feedback from Roundtable members and stakeholder conversations through the Institute 
convening made clear that while these plans have delivered value, stability, and 
satisfaction for millions of retirees, they now face threats from systemic 
misunderstanding, federal policy shifts, and rising drug costs. 

To avoid backsliding on retiree coverage and to prevent new fiscal burdens on states and 
workers, the administration and CMS must take bold, targeted action. That starts with 
education and engagement at the federal level, stabilizing payment systems, and ensuring 
that drug pricing and plan marketing reforms are crafted with EGWPs in mind. 
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