
Turning Health Care Insights into Action
Impacting the Cost of Government through your  
Employee Health Benefits Strategy
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There is a significant amount of talk around the topic of health care and its related costs. Yet trying to manage 
the costs of your own health benefits plan can sometimes seem impossible. How can you begin to change the 
conversation and find ways to make real, sustainable change? At UnitedHealthcare, we find ways to help state 
and local governments get to the root of their cost drivers. Armed with this information, we then help them 
evaluate their needs, develop a strategy and define a course for implementing their own customized solutions. 

You have goals for your health benefits plan, but what’s the best way to achieve them? To start you on the right 
path, this brochure lays out 10 straightforward questions, the answers to which can help you begin changing 
the conversation about health benefits with your state or local leadership.

Reaching your Health Care Goals: 
Changing the Conversation
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Uncertain economic times 

State and local governments continue to face lost jobs, budget deficits 
and increased public scrutiny. Health care costs for employees are often 
one of the largest budget items. Despite these challenges, we have seen 
many state and local governments successfully manage their health care 

costs and actually reduce trend consistently year after year.  

The future of the employer-sponsored  
health plan

Many large private sector employers describe their role in employee 
benefits as changing from simply providing benefit choices and funding 
for those choices to using benefits to improve employee engagement, 
productivity and healthy choices. Public sector organizations have been 
slower to adopt this trend. Yet the movement along this continuum  
toward health ownership can have a positive effect on health care costs.

Consider the environment that  
will impact a long-term strategy. 
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HEALTH IN NUMBERS

Source: National Business Group Health, Large Employers' 
2011 Health Plan Design Changes, August 2010.
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Decisions Matter
Employees' decisions impact health status, quality and cost – costs paid for through 
your budget and by every employee’s monthly premium and the plan’s cost-sharing 
provisions. Yet employees make optimal decisions only 59% of the time.1

In analyzing its own book of business, we have found that impacting employee decision 
making has yielded lower costs. For members with chronic illnesses, those actively 
engaged in making better decisions cost less and showed greater improvement than 
those not engaged. This is important because members with chronic illness account 
for nearly half of an organization’s medical spend.

3-Year Average Annual Costs
Per Member

2-Year Total Trends
Per Member

Non-Activated Non-ActivatedActivated Activated Improved

$7,200 9.8%$6,664

 7.4% 
 3.4% 

6.4%

 7.5% 

2.3% 

Members with Chronic Illness: 3-Year Study
Chronic illnesses typically account for about 45-50% of medical spend

Comparative analysis of 3-year costs (2007-2009) for continuously enrolled chronic members with either diabetes, CAD or both. Cohort costs 
normalized for gender mix, risk and demographic. Activated (n=26,971) defined as an individual having a CAI of 75% or higher in each year and 
non-activated less than 75% in each year (n=92,388). Improved means non-activated individuals in 2007 and activated by 2009 (n=29,772). 

59%
Optimal

Analysis of  
31 million decisions

41%
Sub-Optimal
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Decisions as the  
Currency of Success 
A critical factor in implementing a successful affordability 
strategy is to help individuals make optimal health care  
decisions to reduce costs. By analyzing different types of 
decisions at the individual level, we understand where the  
opportunities lie and how we can track our progress. Individual 
decisions include choices around prevention and wellness, 
management of chronic conditions and the appropriateness 
of care settings (e.g., emergency room visits vs. urgent care 
clinics or primary care visits). In UnitedHealthcare’s book of 

business, public sector customers that are “High Adopters” 
of these types of strategies have significantly lower medical 
costs.

This difference is not solely due to the richness of the plan 
coverage. When we look at only public sector customers with 
the richer plan designs that cover over 90% of total medical 
costs, we still find a 13.2% variance between high and low 
adopters of affordability strategies.

Medical Covered PMPM Costs

Covered PMPM Medical Costs for Public Sector clients (before cost share); 
adjusted for demos, geomix and high-cost claimants.

$342

Low Adopters
(Bottom 10%)

Average Customers
(Middle 80%)

High Adopters
(Top 10%)

$316

$271

Costs for high
adopters are

21% LOWER
than low adopters
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1.  Who makes up your population?
Understanding your population is critical to develop an appropriate benefits strategy. You will begin to see areas 

of focus, specific populations who need targeted communications and the most effective ways of communicating 

with your diverse employee groups. 

Let's get started!

Use the following 10 questions with your leadership team to help change the conversation around 

your health care strategy.  And to give you a perspective on some of these questions, we’ve  

provided examples using sample data from UnitedHealthcare’s public sector book of business. 

�Our sample population shows an older,  
predominantly female population with a claim 
risk score higher than the 1.0+ risk score we 
typically see in a commercial population that is 
actively using the health care system. Knowing 
this, you can create a targeted, customized and 
relevant approach for this group.

ì
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132,410 
118,508

Enrolled Employees 11.7%

304,270 
266,932

Enrolled Members 14%

2.30 
2.25 

Average Family Size 2.2% 

8.5%

34.8 
34.9

Average Member Age -.3%

46.6 
46.4

Average Employee Age .4% 

.9%

52.4% 
54.0%

% Female Employees -1.6 pts 

-.1 pts

52.4% 
52.8%

% Female Members -.4 pts 

-.4 pts

1.121 
1.129

Age/Gender Factor -.7%

1.440 
1.535

Claim Risk Score -6.2%

1,011.5 
977.6

Claimants per 1,000 3.5% 

4.9%
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Drilling down into these categories 
helps determine common diseases 
and procedures which drive cost. 

  Spinal fusions are the No. 1  
procedure by net paid for back/
spine, accounting for 27.6% of 
back/spine costs.

   Diabetes accounts for 31% of  
circulatory care costs. 

  Breast cancer accounts for 33% 
of cancer cost in the public sector. 

     Back/spine and osteoarthritis 
make up more than 50% of  
musculoskeletal costs.

2.  What medical  
conditions/diseases  
do they have? 
You can impact costs, even for those members with 

chronic conditions. When members are actively  

engaged in managing their health and making optimal 

choices, they typically cost less. So knowing which 

members should receive information on what  

conditions – information, coaching and incentives – 

will help you achieve better results. 

Based on UnitedHealthcare’s public sector data, 

the most prevalent chronic conditions include  

diabetes, hypertension and obesity. You can impact 

the costs of those employees with chronic conditions. 

For example, while the average cost of uncontrolled 

diabetic care is over $10,000 per year compared  

to $3,000 for non-diabetics, diabetic costs with 

controlled care can be significantly lower, on average 

around $6,000 per year.

3.  Which of these  
diseases have the  
biggest impact on your 
costs?
Knowing where your dollars are being spent can 

help identify specific populations that could benefit 

from targeted resources or communications. Begin 

to look for ways to impact these conditions. 

For example, a diabetes prevention program with 

incentives could slow the conversion from  

pre-diabetes to diabetes and therefore positively 

impact circulatory costs (in the example, diabetes 

accounts for 31% of circulatory costs). 

The most expensive cost driver in the example is 

musculoskeletal conditions which include back and 

spine claims and osteoarthritis. 

�
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4.  What is the financial impact  
of your high-risk population? 
Typically over half of medical spend is generated by your high-risk 

population – not necessarily condition specific, but risk-specific. 

General health care industry standards identify eight layers of medical 

risk, with the top four categories considered the highest risk.  

Being able to identify your high-risk population will help you make 

the greatest impact on medical costs.
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UnitedHealth  

Premium® designated 

surgeons have 59% 

lower complication rates 

and 15% lower costs.

In our public sector sample, 9% of the population is  
medically high-risk and accounts for 52% of the spend.ì

5. Are high  
performing 
providers being 
utilized more  
often?
Provider compliance with evidenced-
based guidelines is less than 55%, 
based on a study from the New 
England Journal of Medicine. 

This highlights the need to provide 
your members with transparent quality 
and cost information to help them  
select the right provider with  
confidence. 

UnitedHealthcare’s system “two star” 
premium designated providers have 
demonstrated greater compliance 
with evidenced-based guidelines, which 
has resulted in higher quality care at a 
lower overall episode of care cost.

So choosing the right provider is also 
another great way to optimize health 
care spending.
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6.  What programs, tools and resources are in place  
to support your members?
Health status is not a constant. It is important for a health plan to provide the right level of support to members  

regardless of where they are on the health continuum. The earlier you can connect your members to resources that 

can shape and change behavior, the more dramatic the impact on their health decisions and overall costs.

HEALTH & WELLNESS

• Health Risk Assessment

• Online Personal Health Record

•  Key Preventive Screening  
Reminder Program

• Smoking Cessation

• Behavioral Training Seminars

• Telephone Wellness Coaching

•  Health and Wellness  
Discount Program

• Incentive Management

EPISODIC CARE

• Inpatient Care Management

• High-Risk Case Management

• Treatment Decision Support

• NurseLine

• Maternity Management

CHRONIC & COMPLEX  

CONDITIONS

• Disease Management

•  Sub-Acute and Chronic Back Pain 
Management

•  Specialized Case Management and 
Center of Excellence Access for:

  Transplant

  Cancer

  Kidney

  Congenital Heart Disease

  Neonatal

  Bariatric

• Specialty Medication Management

Staying Healthy Getting Healthy Living with Illness

7.  When was the last 
time your plan design 
was reviewed?
A careful review of benefits on an annual basis 

can help optimize utilization by guiding  

members to the right care at the right time 

at the right place. In the example on the right 

we see emergency utilization among all of our 

public sector customers. 

Subscribers and child emergency room (ER) 

utilization was similar in our sample. Slight  

increases in ER co-pays, along with education 

and resources to find more appropriate 

alternative care settings can have a dramatic 

impact on medical cost. 

ER Visits per 1,000
(by relationship)

Subscriber Spouse Retired 
Subscriber

Student
0

20

40

60

80

100

Child

Prior Year
Current Year
Peer Group Norm



10 |  Confidential property of UnitedHealth Group. Do not distribute or reproduce without the express permission of UnitedHealth Group.

8.  What are your goals for health and  
benefits over the next 3-5 years?
Designing health care benefits can seem like navigating through a maze.  
Most employers have at least two long-term goals when planning for the future: 

   Improving health care affordability

 •  Adjust plan design to reflect needs today while reducing future  
modifiable costs. 

 •  Expose employees to learning the cost of care and services  
and provide them with tools to make better financial decisions.

   Transform employees and their families into wise health 
care consumers

 •  Create a benefits package that provides better information to help  
employees make better decisions that will lead to better health.

 •  Create a culture that makes it easier to make good health care  
decisions and harder to make poor ones. 

 •  Package benefits as a turn key solution with flexibility to modify  
based on corporate culture, objectives and population.

Being able to articulate your goals and measure your progress allows you to 
make the right adjustments to your strategy, communicate your successes  
to your key stakeholders and get your employees more engaged in their health. 

Key Issues:
Financial/Cost

Enrollment Options

Health

Consumer Decisions

When it comes to health care, decisions matter.  Employees and their families 

benefit when we create an environment that supports good decision making. These better 

decisions lead to a better health care experience, better outcomes and lower cost.

You can start by changing the conversation. Talk to your staff, ask the right questions and  

develop a health care strategy that works for your state or local government. 
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9.  How far are you willing or able to move along  
the health care continuum?

Are you willing to leverage plan features that drive employees to make optimal health care decisions? 

Choosing the right plan design, cost share structure, network design, incentives, clinical and wellness programs, 
value-based programs and communication strategies can help you achieve the goals of motivating employees 
to make better decisions leading to better health.

Here are some examples of how public sector organizations are helping their members make optimal health 
care decisions.

   Tobacco surcharges or premium reductions for being tobacco-free

   Incentives for completing Health Risk Assessments

   Premium reductions for achieving targeted biometric screening results

Initiation
•  Setting up the plans and 

the resources to support 
individual engagement

• Health theme initiation

Awareness
•  Driving baseline awareness 

of health and resources for 
the individual

•  Typically targeted  
segments

Accountability
•  Total population: Inspire 

personal accountability 
to health outcomes and 
provide tailored support  
to advance it.

Phases defined 
based on intensity 
of individual health 
activation

10.  How are you measuring success?
The ability to measure progress is critical to success. It’s important to understand what’s working and how 

well it’s working. And how do your results compare to your peers – do you have benchmarking data? You 

should closely examine and follow your specific target population to accurately measure success. Are they 

becoming engaged? Are decisions improving? In the longer term, are risk scores, utilization and spend  

decreasing? 

SHORT 
TERM

LONG 
TERM

ENGAGEMENT
DECISION 
MAKING RISK  

IMPROVEMENT SPEND



Learn how UnitedHealthcare has helped state and local governments 

move further along the continuum toward health ownership by  

creating affordable, sustainable health care strategies that drive better 

member engagement and decision-making.

For more information, call Paul Campbell at (847) 870-0952 or  

visit us online at uhc.com/employers/public_labor_education/

labor_trust.htm.

1. Consumer Activation Index review of 31 million decisions 
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