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Business Recognizes … 

Health care costs are out of control! 

 

 Uncontrolled spending 

 Government – Medicare, Medicaid 

 Providers 

 Consumers 

 Over $2.6 trillion in the U.S. in 2009 

 Average $8,000 PPPY, $32,000 for a family of 4 

 Health care costs increased 274 times over 1950 costs 

 Double digit increases year over year for the last 10 years 

 

The Health Care Disaster … 
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Causes & Consequences… 

 
 Older population 

 Higher frequency of catastrophic claims 

 Health care reform 

 115 Million visits to ERôs yearly  

 140 Million illegible prescriptions yearly 

 20-30% of the $2.6 trillion in health care costs 

 Preventable medical errors 

 Incorrect diagnoses 

 Redundant treatment 

 Unnecessary infections 

 Extended hospital stays 

 

The Business Implications…  

“As a nation, we have the best emergency and acute care in the 

world.  In addition, we have the greatest medical and research 

institutions in the world.  Our scientists and practitioners push the 

most significant advances.  Our physicians are phenomenal.  Our 

pharmaceutical companies are the best innovators, our biotech 

companies drive understanding of the essence of human life. 

 

BUT, what‟s becoming better understood is that our health care 

crisis is fundamentally a business problem.  The system is 

overstrained and is breaking down due to outdated information 

technology … overall inefficiency in terms of workflow, care 

delivery, and the spreading of best practices.” 

 
   John Hammergren, Skin in The Game 
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The Business Realityé 

 Companies cannot afford to take a ówait and seeô approach 

 

 Providing health care for last 2 generations of poor personal 
health choices 
 Smoking 

 Obesity 

 Little or no preventive health care 

 

  Increasing claims using more health benefit resources 

 

 Business challenge 
 Ability to meet board of directors and shareholders expectations 

 

 

 

Wellness is a Strategy… 

 “No company will be successful in the 

global marketplace without healthy and 

productive people.  If we don‟t do it, 

someone else in the world will and our 

competitive advantage and our way of life 

will be lost.” 

 
      - Dr. Dee Edington 
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The Business Model… 

Health management is a sustainable business strategy 

 
 Reliable estimates of 30-60% of employer‟s health plan 

costs could be potentially modified or avoided altogether . 

 That 20-80 rule! 

 Risk drives health care costs 

 
3 categories é Low, Medium, High (Dr. Dee Edington) 

 High risk health status ages 35-65 claim cost $3000 - 
$4000 higher/year than low-risk users in the same age 
group 

Moving from low-risk to medium risk status costs 
increase $350/year 

 

 

 

Expected Results … 

 Comprehensive wellness programs can save 
money and improve health.  To be effective, 
they should be … 
 

Designed to be results oriented and provide 
measurable results. 

 

Developed to target the needs of the population . 
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The Business Realityé 

“Companies cannot afford to take a „wait 

and see‟ approach to health care benefits.  

Now is the time for organizations to be 

bolder about the strategies, programs and 

tactics they‟re using to contain cost and 

motivate employees to engage in their own 

health.” 

 
· Ken Sperling, Hewitt‟s Health Care Practice Leader 

 

 

Approaches to Manage  

 Escalating Costsé  

Research different health care providers 

Managing Specific Plan Designs 

Shift Costs 

Utilize Disease Management Services 

Join Purchasing Coalitions. 

Establish Comprehensive Wellness Program 

Consider on-site or near-site company clinic 
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Looking for the ROI 

Key Issues for Every Business 

 Common Sources of Data: 

Brokers 

 Insurance Company/TPA 

Data Warehouse 

 Data and Source must be: 

Measurable  

Consistent overtime 

 Any size business can do it! 
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Common Measurement Terminology 

 Costs and Results  Must Be Measured 

Mathematically 

 Common Measures Used in Health Care Costs  

 Percentages 

 Per Employee Per Month (PEPM) 

 Per Member Per Month (PMPM) 

 Per Employee Per Year (PEPY) 

 Per Member Per Year (PMPY) 

 Use same measures to calculate ROI 

 

Measurable Financial Benchmarks 

 
 Most interventions are seen financially in 

years 3-5 

 Most evident cost containment sources 
 Lost Time Costs 

 Workers‟ Compensation Costs 

 Short Term Disability Claim Costs 

 Long Term Disability Claim Costs 

 Future Hard Health Care Costs  

 Projected Inflation of Health Care Costs 
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Measureable Clinical Benchmarks 

 Behavior Changes 
Emergency Room Visits 

Quarterly Visits for Chronic Disease Mgt. 

 Weight Reduction Programs 

 Annual Mammograms for Early Detection 

 Evidence Based Medicine Practices 
 Immunizations 

Clinical Guidelines for Disease Management 

 Data Warehouse Measurements 

Summary on ROI Data Collection 

 Remember, the research has been done 

at great expense by well known 

companies 

Johnson and Johnson 

Pitney Bowes 

Safeway 

 Prove your own ROI with well defined, 

measureable benchmarks 
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It is all in your perspective! 

Why do health and wellness? 
 

 Increased Moral 

 Employer Loyalty 

 Increased Retention 

 Lower Workers‟ Compensation 

 More Productive Employees 

 Employer of Choice 
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Sample Activities… 

 Mandate seat belt usage 

 Conduct ergonomic assessments 

 Provide flu shots 

 Push preventive screenings 

 Medical self-care 

 Offer opportunities for physical activities 

 Go smoke free 

 Well baby care 

 Combat depression 

 Alcohol and substance abuse 

 Require health screening & HRA‟s 

 Implement a consumer directed health plan 

“Soft Dollars” … 

 Decrease in severity of existing disease or 
medical condition 
 Hypertensive smoker stops smoking/reduces risk of 

heart attack or stroke (smoking cessation program) 

 

 Decrease risk of development of disease 
 Obese person loses weight/reduces risk of 

becoming diabetic (weight management program) 

 

 Negating the probability of disease development 
 Annual mammogram of female with family 

history/reduces risk of costly disease through early 
detection (annual preventive screening) 
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Communications… 

 Wellness Programs- Every 4-6 weeks  

 Use of a variety of communication modes  
 Bulletin board notices 

 e-mail blasts 

Newsletters 

Mailings to the homes 

 Incentives- Financial, Merchandise, 
Deductible (Tax free if possible) 
Always positive 

Short term 

 

Thank You… 

QUESTIONS? 


