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by | Richard Moggio, M.D.

Like most large employers, L-3 
Communications—a global defense 
and aerospace contractor and provider 
of military intelligence, national secu-
rity, and technology products and sys-
tems—has faced ever-rising health care 
costs in the last decade.

The company decided to try to bend 
this cost curve while improving the 
health of its employee population. As 
L-3’s medical director, I am part of the 
health benefits team responsible for a 
budget of over $420 million—the cost 
of providing self-funded medical cov-
erage to 80,000 employees and family 
members.

L-3 has approximately 50,000 em-
ployees—75% of them male, with an 
average age of 46. Employees include 
professionals in an office-based setting, 
mechanics and technicians in aircraft 
assembly and line work, and many who 
frequently travel. Given this mixed 
demographic, the top concerns about 
employee health include risks related 
to cardiovascular disease, diabetes, 
obesity, musculoskeletal issues and the 
impact of sedentary lifestyles.

Important Lessons  
From Early Efforts

In 2007, in response to these grow-
ing concerns, we began a disease man-
agement effort to improve the health 
of employees while managing rising 
health care costs. At the time, we decid-
ed to work with our existing  health care 
vendors and third-party administrators  

to utilize their care management and 
analytics capabilities. It seemed like a 
logical first step given our newness to 
this space.

However, this approach proved chal-
lenging.  We were unable to judge the 
comparative effectiveness of the differ-
ent programs and could not integrate 
the disparate data into an overall pic-
ture of how disease management was 
impacting the company.  In addition to 
being difficult to manage, the program’s 
engagement rates were falling short of 
expectations.

Developing an  
Integrated Solution

In 2009, we decided to implement 
a new population health improvement 
solution to address these issues. This 
included, after a careful review of the 
competitive landscape, selecting a sin-
gle disease management program to 
cover our entire self-insured popula-
tion. Our goal was to develop unique, 
data-driven disease management ef-
forts that would have a measurable im-
pact on employee health.

Based on previous experience, we 
also understood the critical issue of 
data integration, which would allow 
our company to assess its efforts within 
different facilities and among subsets of 
the population. We believed that this 
ability to “slice and dice” data and re-
porting would prove essential to our 
future success.

Moreover, a more integrated pro-
gram would provide a more seamless 
experience for employees, who initially 
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were confused and concerned about working with the same 
provider that administered their health coverage. This was 
especially important as it related to reducing privacy and in-
trusion concerns, which at the outset were a barrier that kept 
many employees from engaging in these efforts.

Building an In-Depth Understanding  
of Population Health

We began our renewed effort by working with our dis-
ease management vendor on an advanced analysis of existing 
claims data. This allowed us to perform segmentation that 
would profile at-risk employees according to their health sta-
tus and needs.

Based on this analysis, we determined that around 30-
35% of L-3’s population should be eligible for disease man-
agement programs. This group was further segmented to 
pinpoint levels of risk and appropriate outreach. Employees 
in the lowest risk category (color-coded as the “green” group) 
were at risk for, or were in the early stages of, a chronic con-
dition but had not suffered any serious complications or 
health impact. The “yellow” group had several risk factors or 
a more advanced condition but had not yet been hospitalized 
or incurred other high-cost claims. Employees that fell into 
the highest risk category (the “red” group) had suffered acute 
events or had less than ideally managed disease conditions 
that had led to significant health care costs.

This process revealed that just 20% of our population 
was driving nearly 80% of health care costs. We realized that 
these employees needed the greatest level of intervention to 
prevent further complications, improve their quality of life 
and reduce overall health care costs.

A Holistic Approach to Population  
Health Improvement

After this analysis, we began designing a comprehensive 
population health solution that would address the unique 
needs of all employees. Every employee in our national self-
funded plans would have access to personalized educational 
materials, online tools, wellness resources and health risk 
assessments. Local events that included on-site biometric 

screenings were held frequently at our facilities, while fitness 
clubs and competitions, both local and online, were devel-
oped to provide social and peer support.

All of the data derived from our health improvement ef-
forts, including health screenings and on-site health consul-
tations, was incorporated into our ongoing analysis. As a re-
sult, the population was consistently screened for new health 
risks and engaged in customized outreach as needed.

Personalized disease management programs were offered 
to at-risk members, which included targeted e-mail commu-
nications, one on one health coaching and care reminders/
alerts. These alerts utilized patient data, matched with evi-
dence-based clinical standards, to notify both employees and 
their physicians about potential gaps in care. For example, if 
a diabetic patient missed an annual checkup, an alert might 
be sent reminding him or her of the importance of getting 
A1C levels tested and consulting with his or her doctor about 
potential complications.

The overall level of disease management outreach was cus-
tomized according to the three risk categories—green, yel-
low and red. A program of intensive engagement, including 
monthly health coaching, was promoted to the highest risk 
employees. Frequent, consistent outreach to these employees 
was necessary to help prevent exacerbation of their health 
condition(s) and complications that would lead to otherwise 
avoidable emergency room visits and hospitalizations.

Developing a Strategic Incentive Program
To increase employee participation in these offerings, we 

also worked with our disease management vendor to develop 
a strategic incentive program. This included incentives avail-
able to the entire self-insured population based on comple-
tion of a health assessment (HA) and an annual preventive 
screening checkup. Members who qualified for high-intensi-
ty disease management also received financial incentives for 
participating in the coaching program. The initial coaching 
incentive of $150 in 2011 was increased to $200 the follow-
ing year. While many in the industry discount the impact 
of incentives on behavior, at L-3 incentives helped increase 
engagement rates year after year.

what’s working
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Reaching Out to Employees to Promote Efforts
L-3 developed comprehensive employee communica-

tions to promote the incentives, wellness and the value of 
participation in these programs. This was critical to address 
employees’ privacy concerns and skepticism from employ-
ees. For example, we identified employee “champions” who 
provided testimonials of their own success. These member 
endorsements are some of the most effective components of 
our communication efforts. Our goal, which has been real-
ized, was to position these health improvement efforts as a 
valuable employee benefit.

Creating Goals Around Evidence-Based  
Clinical Metrics

As a result of these efforts, employee engagement in the 
disease management program began to grow in the double 
digits. At the same time, I wanted to see the true impact this 
program was having on the health of L-3 employees. For the 
2011 program, I asked our disease management vendor to de-
velop clinical benchmarks—including cholesterol, A1C levels, 
medication usage and other specific markers tied directly to 
chronic condition management—that would measure the pro-
gram’s effectiveness against evidence-based metrics.

The customized clinical evaluation program we produced 
with the vendor included agreed-upon performance guar-
antees based on achievement of specified goals. This was a 
major step forward in our efforts to measure health metrics. 
Based on this successful partnership, I now believe that any 
health improvement vendor should be able to back up its 
claims with real financial commitment, just as our vendor 
was able to do by sharing in both our risk and reward.

Achieving Outcomes-Based,  
Measurable Improvements

It took a few years to develop truly effective population 
health and disease management efforts, and we experi-

enced a few unexpected bumps along the way. But today, 
we are seeing the value of these innovative programs in sev-
eral ways:

•	 All seven clinical benchmarks for disease management 
members were met as of January 2013.

•	 Our overall health plan strategy, including a custom-
ized disease management program, has helped keep 
our medical cost trend at 5-6% for the past three years, 
a meaningful reduction from 8-10% in prior years.

•	 Employees value the efforts the company is making to 
improve their health. According to internal surveys, 
employees are familiar with the company’s disease 
management vendor, have fewer concerns about pri-
vacy and have responded positively to health coaching 
and outreach efforts.

•	 The incentive program has been extremely well-re-
ceived by employees, and some incentive amounts 
have been increased to encourage greater engagement. 

•	 The high quality of our health coaching efforts was es-
sential to our success. This one on one guidance is 
critical for engaging employees and motivating them 
to make long-lasting behavioral change. Members are 
improving their biometric profile, managing their 
weight, quitting smoking and adding fitness to their 
daily lives. Today, I believe that if our coaches can just 
get a member on the phone we can begin to make an 
impact on their health.

While we are happy with these results, L-3 continues to 
expand its efforts to keep the momentum going. Currently, 
we are developing programs focused on nutrition and bio-
metrics, and will continue to enhance existing wellness and 
disease management models. These program goals are not 
just about saving money; they are truly about improving and 
saving lives.  

Richard Moggio, M.D., is the medical director at L-3 Com-
munications.
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