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Do you focus on…..

The cost of keeping employees healthy?

OR

The cost of having unhealthy employees?

Employer Focus
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Time off 
(Vacation, Holidays, Sick, 

Disability, Other)

Medical
Legally Required Benefits
(Social Security, Medicare, 

Worker’s Comp, 
Unemployment)

Supplemental Pay

Other Benefits

Retirement

Slicing the Health and Welfare Dollar
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14% 25%

25%27%

Absence Costs = Healthcare Costs

Bureau of Labor Statistics, 06/2006

You May Not Know…
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The same health conditions that drive cost increases in 
medical—also drive disability cost and productivity loss

Source:  Metropolitan Life Insurance Company
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Musculoskeletal

10% of workers drive 50%+ of employee disability-related health costs

You May Not Know…
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You May Not Know…

Population continues to age:

� By 2008, the median age of the workforce will be 41

� “Baby boomers” will reach retirement age in 2011

� Employees age 55 or older currently account for 12%
of the workforce, the highest number ever recorded

AND, employees expect to work past their hoped 
retirement age:

� Erosion of employer sponsored retiree benefits

� Social Security eligibility extending to age 67

1U.S. Census Bureau, Populations Projection Bureau
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As average age of the workforce increases, incidence, 
severity, and duration of disabilities will also increase

As average age of the workforce increases, incidence, 
severity, and duration of disabilities will also increase
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Base Disability Cost
Excess Medical Costs
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Edington, AJHP 2001; 15(5):341-349

$2,690

$3,705
$4,243

$6,768

Excess Medical and Short Term Disability Costs

Employers can now see how risk levels can directly impact
disability and excess cost.

Recognizing Health and Productivity Cost
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A Client Example

$32,692,308Total Lost Time Cost:

654 employeesFull-time Equivalents

$192.31Daily Rate of Pay:

170,000Total Lost Days:

70,000Total Lost Short Term Disability Days:

100,000Total Lost Casual Absence Days:

35 work daysAverage Short Term Disability Duration:

10 %Average Incidence of Short Term Disability:

5 daysAverage Casual Absence Days—Faculty/Staff:

$1,000,000,000Total Annual Payroll:

$50,000Average Annual Payroll:

20,000Employee Count:

Why Does this Matter to You?
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MedicalMedical Prescription
Drug

Prescription
Drug

Absence 
Management

Absence 
Management

Behavioral
Health 

Behavioral
Health 

Workplace
Environment
Workplace

Environment

Design
Pricing

Vendor Selection
Vendor Management

On-set of Consumerism
On-set of Health and Productivity

Management

An integrated “participant-centric” approach improves 
health and creates additional savings in the first year.

Current Environment for Most Employer Organizations

Program Integration, or Lack Thereof
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Declining Health = Increasing Cost
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Decreasing Cost and Improved Productivity

Health Management
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Identifying the Conditions

� Data integration

— Medical

— Prescription Drug

— Disability

— Employee Assistance Programs

� File review of claims

— Short term disability events

— Identification of the co-morbidities among your 
disabled population
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Summary of Medical, Drug, Disability, and EAP Experience 

Program First Second Third Fourth 

Medical Gastrointestinal 
Hyperlipidemia  

(High 
Cholesterol) 

Maternity Asthma 

Drug Inhaled  
Steroids 

Stomach/Ulcer 
Drug 

Cholesterol 
Lowering 

Medications 
Insulin 

Disability  Mental 
Disorders Maternity Musculoskeletal Diabetes 

EAP Depression Substance  
Abuse 

  

 

Integrated Program Management
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How Do You Integrate?

Process

� Leverage your disability intake process

� Identify co-morbidities during the employee interview

� Establish a referral process

— Disease Management Programs

— Employee Assistance Programs

— Managed Mental Health
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Doctor

Disease 
ManagementAbsence/

Disability

EAP
Behavioral Health

Wellness 
Health Counselor

Lifestyle

– How often?

–Tests? What do they mean?

– Specialist versus my doctor?

– Will it be covered?

– Who is calling me?

– Why should I participate?

– Coordinate with my MD?

– What is this medication?

– Covered? Generic?

– How do I take it?

– How will I feel?

– Take instead of other 
medication?

Rx

– What can I eat?

– Is exercise OK?

– Should I lose weight?

– Should I still participate?

– How will I earn incentives?

– Continue with counselor?

– Who do I call?

– Another medication?

– Is this covered? – Who do I call?

– When?

– Coverage?

– Who is calling me?

Process Integration of All Programs 

Successful Care Management
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How Do You Integrate?

Design

� Incentives to promote participation AND program compliance

� Program design integration during open enrollment

— If employee agrees during open enrollment to participate and comply with a 
disease management program if diagnosed with a condition where a disease 
management program exists, THEN

— Employee qualifies for a higher level of income replacement AND

— Contributions into a spending account ELSE

— Employee eligible for “standard” benefit level AND IF

— Employee previously said would comply and doesn’t, THEN penalty
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  By Condition 

 Total Population Diabetes CAD 

 2005 2006 2005 2006 2005 2006 

Absence management       
·  Claim intake timeliness       
·  Triage accuracy       
·  Clinical intervention       
·  Decision timeliness       
·  Disability days and 

duration 
      

·  Condition-related 
disability costs  

      

·  Condition-related 
disability days  

      

·  Condition-related 
disability average length 
of stay 

      

 

Disability Metrics

Scorecard Measures
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Integration
Silo

Disability
• Sick pay, Short Term

Disability

Health Care
• Medical
• Prescription Drugs
• Behavioral Health

Additional Savings 
• Long Term Disability
• Productivity
• Presenteeism
• Workers’ Compensation

8.5%4.8%Average Annual Increase

$118M$105.8MTotal Spend 
(2006 to 2011)

Siloed 
Management

Integrated 
Management

Siloed Versus Integrated Management
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Sample Results and How We Created Them

Solution

� Baseline HRQ 2004, in-depth data 
analysis to prioritize needs

— Correlated with data from wellness 
assessments, disability 

— Identified key cost drivers

� Incentives for HRQ, health 
assessment and risk management 

— Incentives evolving; compliance 
and requirement for coverage

� Disease management integration with 
STD (sentinel events)

� Integrated measurement and 
multivendor meetings to share findings

Results

� 2004: Beat trend by more than 15% 
(combination of design and health 
management)

� 2005: Reduced percent of 
participants at high risk by 8%, 
additional reductions for 2006 

� 2005: Reduced percent at risk for 
overweight, BP, cholesterol, 
inactivity  

� 2005: Established baseline for “gaps 
in care” to gauge preventive care use

� 2005 Trend reduction (final results 
pending) attributed to combination 
of care management and design

A Not-For-Profit Health System Seeking a Healthier Workforce 
At a Measurably Lower Cost


