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Healthcare coverage is one of the largest employee-related expenses, 
which also makes it one of the top concerns keeping business owners 

up at night. Health premiums are expected to rise by another 5.5% 
this year, which could put the cost of healthcare per employee around 
$14,1561.  But this constant uptick doesn’t have to be the end-all-be-

all for your organization’s benefit program. 

The solution to this healthcare cost crisis isn’t to strip benefits or eliminate 
benefit programs altogether. A research report by The Society For Human 
Resource Management found that 1/3 of organizations actually increased 

benefits last year to remain competitive in the talent marketplace.3

1 Society for Human Resource Management | 2 Strategic Benefit Solutions | 3 SHRM Report

More than 30% of the total 
cost of a healthcare plan can 

be controlled.2 
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www.shrm.org/resourcesandtools/hr-topics/benefits/pages/employers-benefits-costs-rise.aspx
http://strategic-benefits.com/current-employee-benefits-national-trends/
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4 out of 5 employees would rather 
receive an upgrade to their benefits 

package than an increase in their pay.4   

56% of employees see healthcare 
coverage as a key factor in their 

choice to stay at their current job.5 
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In this guide, we share proven, effective strategies that organizations are 
using to control the cost of healthcare without stripping their programs and 

taking away one of their most powerful recruitment tools. Your retention 
rate and foothold in the talent marketplace will depend on how well 

you implement these strategies and communicate the continuing value 
of your benefits program to employees. 

4 Paychex | 5 AHIP

www.paychex.com/articles/employee-benefits/benefits-more-important-than-salary
www.ahip.org/esi-survey/


UNDERSTANDING  
THE DRIVERS OF 

HEALTHCARE COSTS
BEFORE YOU CAN FULLY APPRECIATE THE NEED, VALUE, AND IMPACT 

OF THESE STRATEGIES, IT IS HELPFUL TO UNDERSTAND THE TOP  
FACTORS CONTRIBUTING TO THE PROBLEM.
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UNHEALTHY LIFESTYLE BEHAVIORS 

According to Business Insider, America makes 

the top 10 list of the most unhealthy countries 

in the world.6  Unhealthy lifestyle behaviors 

result in chronic illness and greater dependency 

on pharmaceuticals and the healthcare system. 

FRAGMENTED CARE 

Disconnected providers and facilities, and 

incompatible records systems are resulting in 

unnecessary testing, duplicate testing, excessive 

administrative costs, and more.

COST AMBIGUITY 

The lack of cost transparency makes it impossible 

for patients to shop for the best deal or make 

decisions based on the cost of service. 

FEE-FOR-SERVICE MODELS

Fee-for-service models incentivize healthcare 

providers to suggest more treatment than 

necessary because they are paid per service. 

This creates a system of care that focuses on 

quantity rather than quality.

PROVIDER CONSOLIDATION

When hospitals and providers partner up to 

increase market share they deplete competition, 

which gives them the power and control to increase 

service rates.

AGING POPULATION

Baby boomers make up the second largest living 

adult generation and account for 22.9% of the U.S. 

population.7  This means nearly a quarter of the 

nation’s population is of or near retirement age. It 

is estimated that boomers will more than double 

Medicare and Medicaid costs by 2020.8

PRESCRIPTION DRUG DEPENDENCY  
& COST

In 2015, prescription drugs accounted for 

about 10% of national healthcare spending.9  

Experts predict that pharmaceuticals will 

represent the fastest growing health category 

over the next decade, especially as advanced 

“specialty pharmaceuticals” like biologics gain 

traction in the market.10
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6 Business Insider | 7 Cleveland.com | 8 CNBC | 9 Center for Disease Control and Prevention | 10 American Academy of Actuaries

www.businessinsider.com/most-unhealthy-countries-in-the-world-2017-9
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www.cdc.gov/nchs/fastats/health-expenditures.htm
www.actuary.org/content/prescription-drug-spending-us-health-care-system
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HEALTHCARE
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Promote Healthcare  
Consumerism1 

People want to take responsibility for decisions concerning their health but the healthcare system 

is so complex and confusing, it discourages them from getting involved. Knowledge is power, 

which puts the control in the hands of the people who make money off the system. 

Healthcare consumerism is a shift in consumer behavior that (in theory) may transfer control of 

the industry to policyholders. The key is to empower these individuals by educating them on how 

healthcare works, what their options are, and how best to utilize plans and services. In doing so, 

individuals become well-informed, savvy consumers of medical services, which makes them a 

“tougher sell”. This could force providers to take a more competitive posture in the market to “win” 

consumer participation by offering lower prices, more advantages, and higher quality services.

Already, healthcare consumerism impacts how the industry communicates with plan holders, but 

it’ll be a long time before we find out if this movement actually has the power to tip the scales. 

Until then, it behooves companies to support and promote healthcare consumerism. A well-in-

formed employee will use their benefits wisely, understand the value of their benefits package, 

and can avoid becoming a mainstay in the healthcare system.
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One way to promote healthcare consumerism is to include a third-party healthcare  

navigation service in your benefits package. This service will help employees “shop 

around” for medical care by providing them with information about a provider or 

facility, such as the cost-per-service or patient satisfaction rating, before scheduling 

an appointment or receiving care.

PRO TIP!

http://strategic-benefits.com/


Offer a Consumer-Driven 
Health Plan (CDHP)2 

A CDHP is a high-deductible health plan offered by an employer through an insurance carrier. In 

the most basic terms, CDHPs feature lower premiums and spending accounts, such as a Health 

Savings Account (HSAs), Health Reimbursement Account (HRA), or similar medical payment products. 

Health Savings Account (HSA): A savings account that belongs to the employee. Employees 

contribute their own funds to their HSA account to help cover out-of-pocket medical expenses. 

Sometimes, but not always, an employer will also contribute a fixed amount to an employee’s 

HSA account. Unlike an HRA, HSAs are entirely controlled by the employee, which means they 

gain immediate access to the account funds and maintain control over the account, even if they 

choose to leave the company. 

Health Reimbursement Account (HRA): An employer-sponsored account wherein, an 

employer provides an “allowance” of funds for employees to use toward medical expenses. Contri-

butions to an HRA account can only be made by the employer. These funds are technically owned 

by the employer, even though the employee may use the funds for qualified medical expenses. If 

an employee leaves the company without spending all of the money in their HRA ac-count, they 

lose access to that money. 

Creating a higher up-front cost for employees may sound unfavorable, but CDHPs feature several 

advantages that make them an attractive option. 

8



• Lower Service Costs: Out-of-pocket expenses are charged at the rate negotiated between the 

healthcare provider and the insurance carrier, which often results in a lower cost for service than 

the cash price. However, to benefit from this lower rate, patients must seek care within the plan’s 

network of providers and facilities.

• Cost savings: Premiums are low, which (in theory) equalizes the burden of out-of-pocket ex-

penses and can result in a more affordable solution than most POS or PPO plans. With reduced 

premiums, healthy employees save money and can increase that savings by staying 

healthy. Chronically ill employees can also financially benefit from this plan depending on how 

quickly they reach their out-of-pocket maximum. Once their out-of-pocket maximum is reached, 

the insurance carrier will pay for 100% of covered services for the rest of the year. 

• Smart policy utilization: Paying out-of-pocket encourages employees to be more conscious of 

unnecessary treatments or less expensive alternative treatments.

If you choose to offer this type of healthcare plan, it is important to note the risk of employees 

avoiding the care they need to save money. By promoting the importance of preventive care, 

necessary treatment, and general wellness, you can encourage employees to make healthy 

decisions. 

KEY ADVANTAGES:11 
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www.griffinbenefits.com/employeebenefitsblog/pros-and-cons-high-deductible-health-plans-hdhps


Traditional healthcare plans offer many subtle differences but ultimately, they boil down to 

two choices; limited access to physicians and hospitals for a lower price or improved access 

to physicians and hospitals for a higher price. Self-funded healthcare plans represent an 

alternative that provides significantly more flexibility, cost control, and strategy.

Self-insured plans are paid for using the company’s own funds — independent of an insurance 

carrier. Instead of paying a pre-determined premium, the employer sets up a trust fund and pays 

for claims out-of-pocket. True, the employer assumes a greater portion of the financial risk, but 

they also gain more control over the health plan reserves and interest, which might otherwise 

go to the insurance carrier. Additionally, employers are protected by stop-loss coverage, 

which reimburses them for catastrophic claims that exceed a pre-determined amount. 

Design a Self-Funded  
Plan3 
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Level-Funded Plans13

Level-funded plans are a type of self-funded plan, but they are pre-packaged and offered through an 

insurance carrier. The plan premiums are “level”, meaning the total annual cost for expected claims, 

administrative fees, and stop-loss insurance are estimated up front and charged to the employer as a 

monthly premium. Employers gain the lower price and savings potential of a self-funded plan with 

the predictable cash flow of a fully-insured plan. For employers with a smaller and generally healthy 

workforce, this plan is particularly attractive. If, at the end of the year, claims were less than the 

reserved funds, a credit is issued to the employer. If, at the end of the year, claims were more 

than the reserved funds, stop-loss insurance protects the employer. However, the premium will 

increase, which may prompt employers to seek a less expensive alternative in the future.

• Availability: In response to the Affordable Care Act, self-funded plans have become an increasingly 

popular option for organizations of all sizes (even companies as small as five employees). 

• Cost savings: Removing an insurance carrier from the equation can lower the monthly premium. 

Without the need for advanced payment (as is the case with fully-funded plans), employers have more 

cash flow to keep in the trust, where it earns interest. Employers can further control costs by working 

with their benefits broker to include a Third Party Administrator (TPA), who manages the self-funded 

plan and ensures that the employer pays the least amount possible on claims. 

• Network freedom: Employers are free to contract with any network and design a healthcare 

plan that aligns with their cost-share level. This allows them to be strategic about the way they 

develop their plan and manage the cost. 

• Customization: Self-funded plans can be customized down to the last detail. With the vastly 

different needs of today’s five-generation workforce, this level of customization will ensure that 

all employees receive the benefits they need. 

• Employee Insights: A benefit broker can help employers put the necessary tools in place to 

monitor the performance of a self-funded plan and better understand what factors have the 

greatest impact on cost. Data analytics and predictive modeling will help inform future strategy 

to maximize value.

KEY ADVANTAGES:12 
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www.pomco.com/six-advantages-of-self-funding-your-employee-benefit-plan/
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Tackle healthcare costs at the source — employee health. Unhealthy lifestyle behaviors 
are responsible for as much as 75% of all healthcare costs.14  The most expensive 

employee health conditions include heart disease, tobacco and alcohol-related issues, diabetes, 

cancer, and obesity.15  These conditions are directly caused by what we eat, whether we exercise, 

and our use of alcohol and tobacco products. If your organization can help change these behav-

iors, they may be able to prevent these diseases, keeping employees out of the healthcare system 

and contributing to a health-conscious culture that is more productive and satisfied. 

According to the research report by SHRM, 88% of organizations with wellness programs 
rated their initiative as somewhat or very effective and 77% indicated that their 
wellness program lowered health care costs.  Of course, the ROI a company realizes will 

depend on the quality of the wellness program and how well it is implemented. 

Wellness programs should motivate employees and provide the necessary tools to change 

un-healthy behaviors. The four most important components required to achieve sustainable, 

life-long behavioral changes are: 

• Awareness and Education

• Resources and Tools

• Culture and Collaboration

• Recognition and Reward

Implement a  
Wellness Program4 
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www.wellsteps.com/blog/2018/01/03/benefits-of-wellness-lower-health-care-costs/
https://bit.ly/2Mj8iPN


STEPS FOR WELLNESS IMPLEMENTATION

1. Form a wellness committee that includes a diverse group of people from a cross-section of your organization 

and conduct a health risk or wellness assessment. This assessment will help you determine the true health 

wants and needs of your employees.

2. Analyze the results of your assessment and use the data to create a customized plan for your workforce. In 

most cases, organizations implement a combination of wellness activities. Think holistically and provide 

resources and activities that address the whole body, such as fitness classes, mental health support, stress 

reduction, nutrition workshops, and one-on-one health coaching.

3. Over-communicate with employees about the wellness program, including what it is, how it will benefit 

employees, and how to enroll. To create a culture of wellness that lasts the pro-gram must be reinforced 

and promoted repeatedly and often. 

Note: The Americans with Disabilities Act, the Family Medical Leave Act, HIPAA, the Genetic Information Nondiscrimination 

Act and other laws may impact your program. Consult with a professional healthcare services provider prior to starting your 

wellness program to make sure all aspects of the program are compliant. 
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Implement a  
Wellness Program (continued)4 

Work With a Pharmacy Benefit  
Manager (PBM)

Prescription drug spending accounts for about 

15-20% of your group’s overall medical expenses.16  

PBMs are experts at helping organizations reach their 

savings potential in this spend area by:

• Providing clinical utilization management programs

• Offering more affordable pharmacy channels

• Negotiating discounts with drug manufacturers 

and retail drugstores

• Encouraging the use of low-cost generics

PBMs will also monitor the prescription drug use 

among your workforce to ensure that your program 

is continually offering the maximum discounts on the 

most common drugs your employees need. 

Increase Employee Share Contribution17

On average, employees pay 18-31% of their health-

care premium, depending on whether they have an 

individual or family plan, leaving employers to pick 

up the remaining 82-69%.18  In lieu of the most recent 

cost increases, many employers are asking their work-

force to shoulder a larger percentage of the premium 

for employer-sponsored plans. This may seem like an 

unpopular choice, but according to a national survey 

conducted by America’s Health Insurance Plans (AHIP), 

over half of employees would rather have compre-

hensive healthcare coverage instead of coverage 

that’s less expensive. 19

One share-shifting approach is to require full share 

contribution for part-time employees. According to the 

report by SHRM, 8% of organizations chose this strate-

gy in 2017.

Another approach is to restrict coverage for spouses and 

domestic partners. In many instances, employers add a 

surcharge or deny coverage if an employee’s spouse can 

be covered under another employer. Employers may 

also choose to implement other cost-saving measures 

such as secondary coverage, or not allowing employees 

to use pretax dollars to pay for spousal premiums. 

Keep in mind, the SHRM report still recognized a 

company’s premium contribution, especially for 

spouses, as a powerful recruiting tool. If your organi-

zation’s recruiting rates are low, this may not be your 

best option. 
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Offer a Telemedicine 
Service5 

How many times have you been sick and positive that you know exactly what you have? You aren’t 

alone. 70% of all doctor visits and prescriptions can be managed over the phone and yet, most people 

have no choice but to schedule an appointment and pay the price.20  Even worse is falling ill on a holiday 

or weekend, which forces someone to either wait for care or head to the nearest urgent care facility. 

Telemedicine allows a trained physician to diagnose and treat minor health issues, such as 

pharyngitis, sinusitis, and respiratory infections over the phone or by video conference. This 

service provides employees with access to medical care any time, from any location and can 

significantly reduce healthcare costs by averting unnecessary and expensive office visits. 
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THE FINAL RX
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YOUR GREATEST DRIVERS OF COST CONTROL WILL  
HINGE ON TWO VITAL ACTIONS:
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Making strategic benefits decisions based on the wants and needs of your unique workforce.

Promoting your benefits program and educating employees on both the value of its 
contents and the most advantageous ways to use it.

Revisit programs annually to assess performance and ROI. These strategies are not 
magic fixer-elixirs, but tactics that contribute to a larger, iterative plan. As your work-

force and the healthcare marketplace changes, so will your cost control strategies. 

Working with a renowned brokerage like Strategic Benefit Solutions will help your HR 
team keep a pulse on the true needs of the workforce and company culture. Together, 
you can design a custom-tailored, holistic healthcare plan and benefits program that 

incorporates the above strategies, cares for your employees and protects your bottom 
line. Strategic Benefit Solutions will also keep you up-to-date on the latest changes to 

regulations and healthcare reform to help ensure your program is compliant at all times.
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Navigating the healthcare system can be confusing, frustrating, and financially 
stressful — but it doesn’t have to be. Contact us today to learn more about our 

strategic planning and benefit programs. 

Web: www.strategic-benefits.com

Email: inquiries@strategic-benefits.com

Phone: 281.822.0272
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through BCJ Capital Management. BCJ Capital Management and Strategic Benefit Solutions are not owned or controlled by World Equity Group, Inc.
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