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Agenda

• Employers and health care costs  
• Employers and the Affordable Care Act 
• Employer-based efforts to influence health care costs
• Future projections
• “Ten recommendations”



Employer role as source of health care 
funds

Source: CMS Office of the Actuary, 2008

Cumulative increases in premiums, worker 
contribution, earnings, and inflation 1999-2010



Many employers are likely to exceed $27,500 
for family benefits, and be subject to the 

“Cadillac” excise tax
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Fewer employers are confident that they 
will offer health insurance in ten years

Source: Towers Watson NBGH 2011 Survey

Employers ‘cross-subsidize’ government 
payers in the US



Historic employer health care cost 
management efforts

• Traditional care management 
– Utilization management 
– Case management
– Disease management

• On site 
– Occupational health
– Some preventive care

More recent employer health care cost 
management efforts

• Care management 
– Gap in care programs
– Preference-sensitive care decision-making tools

• Risk segmentation
– Health risk assessment
– Biometrics
– Genetic screening

• Wellness
– Coaching
– Exercise programs

• Incentive programs
– Based on behavioral economics
– Moving from process to biometrics



Provider- focused efforts

• Pay for Performance
• Patient-Centered Medical Homes
• Bundled Payments
• Accountable Care Organizations
• Employer collaboratives to promote delivery system 

reform

Most employers feel that they don’t have enough sway 
to matter, and delegate this to their health plans

Measurement

• Focus is usually on “return on investment”
– CFOs tend to like return that is front-loaded, and that is 

easily quantifiable 
– Medical claims savings are preferred to productivity 

improvement
• Literature, including published literature, is rife 

with methodologic errors
– Selection bias
– Regression to the mean
– Publication bias

• Most employer evaluations are simulations – they 
do not show actual cost savings
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Benefit design

• Health care reform specifies
– Floor (lower benefits or less affordability will mean an 

employer has to pay penalties as of 2014) 
– Ceiling (higher cost, and the employer will have to pay a 

nondeductible tax as of 2018)

• Move toward
– Full coverage for preventive care
– Higher deductibles 
– Coinsurance instead of copayment
– Premium contribution differentials
– Tiered networks



Source: KFF HRET 2010 Survey of Employee Health Benefits 

High Deductible Health Plans Reduce 
Year-to-Year Cost Increases

Buntin, et al “Healthcare Spending and Preventive Care in High‐Deductible  and Consumer‐
Directed Health Plan” Am J Man Care 2011, 17:222

>800K 
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53 employers, 
propensity 
matching; 
2004-5



Projection: The future of medical benefits

• Low wage, high turnover positions
– Employers likely to pay penalties and have employees go to 

the exchanges in 2014 and beyond 

• Knowledge worker
– Increased self-care options
– Tech enablement
– More financial “risk”

• High wage, low turnover
– Account based health plan for wealth accumulation

All workers are likely to face decreasing value of 
the health insurance benefit  and increasing 
personal share of cost of health care 

Projection: The future of employer-based 
health programs

• Most attractive programs:
– Low cost
– Technology displaces high cost personnel
– Incentives and choice architecture
– Measurable return

• Least attractive programs
– High front-end investment
– Uncertain return

• Attractiveness of on-site health care depends upon 
how the health care system meets patient needs

More rigorous measurement likely to show 
disappointing ROI on expensive 
intervention programs



Ten recommendations to a health system 
Board of Directors

1. Be fully transparent
2. Put together bundled prices for various service lines
3. Fully disclose any medical error or bad outcome, 

apologize, and offer restitution when we make errors 
4. Consider the community’s real medical needs, 

rather than revenue potential, when making capital 
decisions.

5. Get rid of sample closets for pharmaceuticals in 
practices owned by the health care system 

Ten recommendations to a health system 
Board of Directors

6. Drive a hard bargain with suppliers
7. Improve the health habits of health system 

employees
8. Give patients better tools to help them make better 

decisions 
9. Support efforts to improve the health of the entire 

community
10. Reach out to community employers to assess their 

needs and our performance
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2012 employer strategies from employers with 
history of better-than-average claims inflation

Source: Towers Watson NBGH 2011 Survey
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Productivity loss associated with 
poor health

• Risk of lost productivity
– 2.84x in obese compared to nonobese

individuals
– 2.14x in type I diabetics
– 3.14x in type II diabetics

Rodbard, et al “Impact of Obesity on Work Productivity and Role Disability in Individuals With 
and at Risk for Diabetes Mellitus Am J Health Promot 2009;23:353–360  

Lifestyle risks play a substantial role in 
health care costs

Excess Lifestyle Costs
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