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B e h a v i o r a l  C h a n g e

You can hardly call it news anymore. Health care 
costs are rising. Employers are searching for ways 
to lower health insurance costs. While the headline 

never changes, the reality has been recognized for years.
• Health insurance costs would be lower if people 

used less health care.
• People would use less health care if they lived 

healthier lives.
And so begat the proliferation of the wellness program. 

Year after year, companies have trotted out pedometers 
and celebrated wellness month only to have the same dis-
mal outcomes: Low participation and increasing health 
insurance premiums. What do they say about the person 
who does the same thing time and time again, expecting 
different results? Let’s not digress.

Adding to the problem, more nonalternative facts tell 
us that half of us are sick. According to the Centers for 
Disease Control and Prevention (CDC), 50% of people in 
the United States suffer from at least one chronic illness, 

such as heart disease, obesity or diabetes. Nearly one in 
four has multiple chronic conditions.1

While some chronic conditions are not preventable, 
many are just that—or at least can be mitigated. Consid-
er diabetes. The American Diabetes Association reports 
that in 2012, 22.3 million people in the U.S. were diag-
nosed with diabetes, costing the health care system $245 
billion—$69 billion of that cost was in lost productivity.2 
Talk about hitting employers where they live.

Obesity, generally treatable, is a leading factor contrib-
uting to diabetes. So it would make sense that a wellness 
program focused on diet and exercise would be a smart 
thing for an employer to offer. Companies have spent mil-
lions on consultants and educational programs to encour-
age such lifestyle-changing habits, throwing the prover-
bial spaghetti at the wall and hoping it sticks. But clearly 
that’s not working, and obesity rates continue to rise.

Maybe we’ve been doing it wrong? Yes, wellness pro-
grams have an important role in managing health care 
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costs, but without truly understand-
ing the underlying demographics and 
what factors are driving up premiums 
on a company-by-company basis, can 
we ever expect a wellness program to 
produce a higher return on invest-
ment (ROI)? While wellness pro-
grams have traditionally focused on 
mainstream lifestyle initiatives like 
diet and exercise, studies have shown 
they are less effective than more fo-
cused, preventive, disease manage-
ment programs. What’s an employer 
to do?

The Difference Is in the Data
Follow this logic: Doctors treat pa-

tients based on their medical history, 
current diagnosis and potential risk 
factors and then recommend treat-
ment. Patients file medical insurance 
claims after seeking treatment. Actu-
aries at insurance companies study 
claims data, make projections and 
issue rates based on those aggregate 
claims paid out to a specific group of 
people. It’s data-driven.

Shouldn’t companies base their 
approach to controlling health in-
surance costs the same data-driven 
way—based on their own specific 
group of people, their employee 
group? Shouldn’t companies intel-
ligently spend their health care pre-
mium dollars?

What if, at an employer level, they 
could gather data based on actual paid 
claims and identify, down to the indi-
vidual level, who was at risk and how 
best to mitigate that risk? Wouldn’t 
that be a game changer? Guess what? 
They can do this. Here’s how it works:

• An employer’s  claims data, 
based on the employee group, is 
analyzed and compared with 
national averages.

• Using predictive modeling, em-
ployees at risk are identified, 
establishing the “illness bur-
den” of the health plan mem-
bers by assessing their risk of 
incurring medical claims based 
on their diagnosis and use pat-
terns. 

• From there, each individual is 
assigned a risk score. The pro-
spective risk is the likelihood a 
patient’s cost or resource use 
will be in the top percentile of 
all employees in the next year.  

With that information, a company 
can customize action plans, disease 
management and wellness programs 
all based on the data of a specific em-
ployer group—and employee groups 
within that employer—down to the 
individual level.

For example, a fictional ABC 
Company might discover that:

• Nationally, with changes to the 
coverage offered to many group 
benefits plans today, there have 
been large increases in the cost 
of  claims due to substance 
abuse.

• Based on employee claims data, 
a key health insurance cost 
driver for ABC Company is re-
lated to alcohol or painkiller 
addiction.

• Some employees were hospital-
ized for large periods of time 
without notif icat ion to the 
plan, driving up costs and re-

sulting in less-than-optimal 
outcomes.

With the ability to analyze the data 
at a granular level, ABC Company 
can institute a care management team 
that reviews the appropriateness of 
treatment, as well as cost and loca-
tion of services being rendered, that 
can lead to not only significant cost 
savings for the employer, but a better 
long-term outcome for the employee. 
As a preventive measure, the com-
pany can establish a disease manage-
ment program to better identify and 
assist employees at potential risk of 
developing addiction.

Preventing the Preventable
According to our statistics, ap-

proximately 50% of an employer’s 
health care spend comes from just 
1–5% of participants.3 Consider the 
substantial savings an employer could 
realize by addressing that small group 
of employees. The goal, then, is us-
ing data to uncover who is at risk and 
should be targeted.

Data analytics allows an employer 
to address the highest risk employ-
ees while also working with a devel-
oping-risk group of employees who 
would likely develop into high-risk/
high-cost patients without support 
or lifestyle changes. Identifying and 
addressing these employees in a pre-
chronic state is critical from a cost-
containment perspective.

Grouping patients by claims data 
also gives a better picture of the ex-
tent of the illness than just categoriz-
ing the disease itself. Patient diagno-
ses are grouped based on a variety of 
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clinical criteria including duration, severity, diagnostic 
certainty and specialty care involvement.

In line with our research, a Harvard Business Review 
(HBR) study indicates that chronically ill employees can 
account for up to 50% of an employer’s medical claims.4 
The takeaway from both of these sources is that, in order 
to control costs, a company must work to prevent prevent-
able illnesses from reaching a chronic state.

HBR goes on to say that, when compared with a more 
traditional, lifestyle-based program, a disease manage-
ment program generated an 86% savings in health care 
costs and decreased hospital admissions by 30%.

Those numbers are incredibly significant, because 
prevention becomes a top priority. Once an employee 
crosses the chronic threshold, there is no going back. 
So, in effect, the program seeks to manage a condition 
before it becomes a disease. The goal is to stop the train 
before it arrives at the station in order to maximize cost 
savings.

What Data Should an Employer Be Looking At?
In order to predictively gauge the need and function 

of a successful, cost-saving disease management program,  
and to the extent an employer can extract the information, 
an employer should gather the following information:

• Medical claims
• Pharmaceutical utilization data
• Conducted lab test results
• Frequency and purpose of doctor visits
• Reasons for disability and workers’ compensation 

claims.
This information, combined with absentee records, can 

present trends in overall health care utilization and help 
identify potential problems. These areas can then be tar-
geted and addressed with an appropriate disease manage-
ment program.

What Goes Into a Data-Driven  
Disease Management Program?

Successful disease management programs combine 
consistent, structured communication with incentive pro-
grams that motivate employees to work with the nursing/

coaching teams. Programs need to have carrots, targeted 
to the individual employee group, to encourage participa-
tion and outline specific goals that must be achieved in 
order to receive the reward.

Incentives have proved to work. One employer, based 
in the Southeast, offered a $50 per month reduction in 
premiums if members and their spouses participated in a 
lab-based biometric draw. The employer achieved 100% 
participation.5

In another case, a self-funded employer committed 
to covering the cost of at-risk members’ prescription 
copays for each member who worked with the disease 
management clinical team on an ongoing basis. Of the 
members identified as high-risk, more than 50% spoke 
with a nurse and continued to do so in order to receive 
the sponsored copay. This resulted in member savings of 
more than $150 per month in some instances and, subse-
quently, benefits to the employer in the form of reduced 
claims costs from unmanaged care such as emergency 
room visits and hospitalizations.6

To further enhance condition management and po-
tentially increase engagement, larger employers may 
consider addressing known risks by offering clinical and 
nonclinical services on site (for example, blood pressure 
or cholesterol testing). Smaller employers may look to 
partner with other groups or contract with mobile pro-
viders.

Telehealth is gaining acceptance and momentum as a 
cost-effective way to provide consultation and support to 
either busy urban employees or rural workers who have 
limited access to health care resources.

However the plan is designed, establishing employee 
trust in the program is a critical factor for success. An em-
ployer should be certain to follow these three steps: 

 1. Carefully vet the education, licensing and structure 
of the care teams. Medical management consultants 
can assist in establishing programs for an employee 
population using demographic data and overall ac-
cessibility (multilocation, industries). 

 2. Communicate clearly to employees how the plan will 
work, what data will be collected and what incen-
tives will accompany participation. Further, address 
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what will happen when reports 
and results are delivered.

 3. Make sure the program is de-
signed to comply with applicable 
federal standards and require-
ments under the Affordable Care 
Act, Employee Retirement In-
come Security Act, Americans 
with Disabilities Act and the Ge-
netic Information Nondiscrimi-
nation Act.7

A level of transparency and a com-
mitment to follow through can go a 
long way in creating an air of accep-
tance and appreciation of the pro-
gram.

Data-Driven Programs  
Increase Engagement

Personalized wellness and disease 
management programs increase em-
ployee utilization and participation 
because they are focused on what 
matters to the employee. So it is im-
portant to look at the larger employee 
demographic to identify tools and 
resources that make sense, then use 
data-driven analytics to further refine 
and promote engagement-focused 
programs.

For example, if a company is made 
up of urban Millennials, providing 
printed materials about the benefits 
of walking probably isn’t going to 
increase wellness plan participation 
at a high level, but an app that can 
track their individual movement just 
might.

On an individual level, if employ-
ees have no idea that their health 
history and recent doctor visits sug-
gest prediabetes, they probably won’t 

change their behavior on their own. 
However, knowing the risk and hav-
ing easy-to-access resources could 
prevent a lifelong struggle.

This granular approach to attract-
ing participation, especially in disease 
management programs, leads to a posi-
tive ROI and cost savings. A study of 
Pepsico’s Healthy Living Program, 
which features both a lifestyle and dis-
ease management component, revealed 
that, over a seven-year period, the com-
pany saved $4.26 for every dollar spent. 
This translated to a cost reduction of 
$160 per participant per month, of 
which $136 was attributable to the dis-
ease management portion of the pro-
gram. Over the same period, the com-
pany also experienced a 66% reduction 
in hospital visits.8

It is important to note that par-
ticipation alone will not be the sole 
driver of a successful program. It is 
vital to establish specific program 
goals every year and measure against 
them, conduct one-on-one employee 
outreach, target your communication 
and assess your program on a regular 
basis.

Analyze. Implement.  
Analyze. Repeat.

Preventing a prechronic condition 
from morphing into a lifelong illness 
is a worthwhile and admirable objec-
tive in and of itself. Saving thousands 
of dollars in unnecessary medical 
claims leading to lower health insur-
ance costs is a no-brainer. But per-
haps the real beauty of a data-driven, 
disease management program is its 
flexibility.

Analyzing existing data and claims 
history not only helps point the direc-
tion for targeted disease management 
programs that address employees’ 
needs, but it also identifies:

• Utilization patterns—in net-
work/out of network 

• Services analysis—i.e., inpa-
tient/outpatient hospital visits, 
emergency room visits, provid-
ers being accessed most fre-
quently

• Gaps in care 
• Prescription drug utilization 

and management opportunities.
This information can be a vital 

cost-saving and -effectiveness tool if 
analyzed routinely. Trends should be 
tracked and outlying figures noted. 
Underutilized programs should be 
questioned and potentially tweaked 
or replaced. Ongoing objective analy-
sis can determine overall plan success 
and identify areas where additional 
programs may be necessary.

In addition, analysis can offer ef-
fective budgeting tools providing in-
sight into where dollars will best be 
spent to achieve the highest ROI.

This All Sounds Great,  
But Where’s the Data?

While visions of actuaries peering 
intently at numbers on a screen may 
give you a headache, and data access 
may seem out of reach, take heart: 
The data is there if you can get it. And 
the best ways for an employer to get it 
are to participate in a partially or ful-
ly self-funded plan administered by 
an independent third-party adminis-
trator (TPA) and gain full access to all 
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data (medical, prescription drug, etc.) and/or to identify 
and work with carriers that will agree to share the data. 

It’s fair to ask why, in this technologically advanced age, 
access to data can remain so elusive. The unfortunate re-
ality is that insurance companies, whether intentionally 
or simply due to antiquated systems and reporting tools, 
still hold on to most of that data. Therefore, it’s important 
for brokers or employers to be specific in their request for 
information.

What are the takeaways from this discussion?
• Traditional wellness programs have been generally 

ineffective in reducing health care insurance costs.
• Preventing developing conditions from morphing 

into chronic illnesses should be a primary goal of 
any cost-saving program.

• Any successful solution should be customized to 
meet the demographic needs of the employer.

• Data-driven disease management programs have a 
proven success rate in lowering health care utilization.

• These programs have a higher engagement rate than 
traditional, lifestyle-based wellness programs.

• The success of any program is dependent upon on-
going analysis and adjustment.

Ultimately, program success is based on the needs of 
the employer and its ability to motivate employees to 
participate. Active attention to data trends, strong com-
munication and engagement initiatives, and ongoing data 
analysis can lead to a higher ROI.  
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