
      

Economics of Wellness 

"We've learned that 75% of health care costs 
result from lifestyle choices made by specific 

subgroups of workers." (1) 

The State is asking employees to trans ition into a different way of thinking about their 
health. We are encourag ing employees to make healthier lifestyle cho ices that can have 
a positive impact on their health . Deciding to make posit ive and healthy lifestyle choices 
will include participati ng in the Wellness Initiative to help reduce their ind ividual health 
risks 

Reducing health risks improves the health of employees, which can contribute to lower 
health cla ims. By lowering health claims, employees can help preserve health insurance 
benefits for the future. 

Industry Standards 

Participation Based Financial Incentives 

Many employers use financial incentives to obtain the "returns" that accrue from higher 
participation rates in their health programs. The amount employers offer can strong ly 
affect workers' responses 

The following chart, from Towers Watson's 15' Annual National Business Group on 
Health shows the percentage of employers responding to the survey and who have 
achieved high levels of program partic ipation by the amount of incentive provided to thei r 
members for each program 

A high level of partic ipation is defined by Towers Watson as a percentage of members 
enrolled in a health management program In many health programs, bigger fi nancial 
rewards are strong ly linked to higher participation rates. 

Percentage of Employers with High Program Participation by Incentive 
Amount 

Incentive Amounts 
S51 $101 More Defin ition of 

$50 or to to than High 
Health Program None less $100 $250 $250 Participation 

Complete adult health exam N/R ~ N/R N/R N/R N/R 50.00% 
Com[) lete health risk apIJraisal 17% 24% 40% 57% 89% 5000% 
Com~lete biometric screening 13% 18% 40% 54% 82% 50.00% 
Partici[)ate in weight management IJrogram 14% 23% 20% 39% 20% 11 00% 
Partici[)ate in smoking cessation 12rogram 10% 9% 9% 23% 10% 11.00% 
Partici[)ate in disease management IJrogram 27% 25% 25% 35% 18% 11 00% 
Partici[)ate in health coach ing 18% 28% 38% 50% 50% 11 00% 
Maintain personal health record N/R N/R N/R N/R N/R 11.00% 
~ Not Reported 



      

According to the study, there appears to be a di rect relationship with most management 
prog rams between plan participation and overall health care costs. 

Companies whose employees participate in health management programs report lower 
overall health cost trends across nearly al l health-related activities. For example, if at 
least 50% of employees complete a biometric screening, cost trends average 6%, 
compared with 7.5% when participation is lower. However, the association between 
higher participation and lower cost trends is weaker for weight management prog rams 
and disappears for disease management programs The fol lowing chart outlines the 
effect participation in management programs have on health care costs 

Note a 1 % reduction in trend would amount to approximately $1 Million in total cost. 

Health Management Program Partic ipation and Cost Trends 

Health Program 

Complete adult health exam 
Complete health risk app raisal 
Complete biometric screening 
Participate in weight management program 
Participate in smoking cessation program 
Participate in disease management program 
Participate in health coach ing 
Maintain personal health record 

Defin ition of 
Low High High 

Participation Participation Participation 

700% 6.00% 50.00% 
720% 600% 5000% 
750% 600% 50 .00% 
700% 680% 11 00% 
700% 6.40% 11 .00% 
700% 7.00% 11 .00% 
8.00% 6.00% 11.00% 
6 90% 550% 11 00% 

Studies indicate that a successful wellness strategy is built on appropriate 
and targeted action. Both lifestyle risks and biometric information offer employers 
considerable pred ictive power in identifyi ng future high-cost cases 

A recent study by the Milken Institute found that 
modest improvements in preventing and treating 

chronic disease could, by 2023, reduce the economic 
impact of treatment costs and productivity losses by 27% (3) 



      

South Dakota State Employee Health Plan Wellness Initiative 

Currently, the South Dakota State Employee Health Plan (SDSEHP) offers online health 
assessments , health screenings, condition management, and health coaching at no cost 
to members; bu t does not provide cash incentives. 

Over the past several years, the SDSEHP has attempted to contain health care costs 
primarily by concentrat ing on the 'supply' side of the economic formula. Tactics included 

1. Direct contracting with faci lities 
2. Engaging the lowest cost provider network available 
3. Reacting to market changes in pharmaceutica ls through various PB Ms 
4. Managing high cost cla imants and chronic conditions after the fact 
5. Evaluating and moving toward next generation management tools , etc 
6. Capitation program 

In the last two years, the administration of the plan expanded to address the 'demand ' 
side of that formula , employee utilization of medical and pharmaceutical services. 
Recent modifications to provide better population data and management of chron ic 
health conditions include: 

1. Creating lower cost health plan option that requires member participation 
2. Requiring completion of Health Assessments and Biometric Screenings in 

order to participate in the lower cost health plan 
3. Enhancing management of chronic medical condit ions such as diabetes, 

elevated blood pressure and cho lesterols, asthma, back pain Chronic kidney 
diseases wi ll be added in the near future 

4. Using risk focused predictive modeling software to target management 
programs 

The Need 
Although a high percentage of members do complete a self-reported online Health 
Assessment (85%), less than half of the adult plan members (44%) participate in health 
screenings , which provide valuable biometric data that can be used to invite members 
into one of the chronic conditions management programs mentioned above. Of the 1,700 
screening held to date in FY13, 73% of those screened displayed at least one risk factor 

The consensus of mult iple studies indicates that poor lifestyle habits, learned over a 
lifetime are the main cause of healthcare costs . According to the 15th Annual National 
Business Group on Health/Towers Watson Employer Survey on Purchasing Value in 
Health Care, nearly two-thirds of employers say employees' poor health habits are the 
biggest challenge to managing health care costs. Likewise , 58% of companies cite low 
employee engagement as the greatest obstacle to chang ing unhealthy behaviors. ( 1) 

BHR recommends a dramatic enhancement to the existing cost management 
strategies outlined above through the implementation of an incentive program 
designed to engage and reward members to modify unhealthy lifestyle behaviors 
over a period of time. 



      

"A well-designed wellness program should 
have many components to it. The program 

could cover: disease management, fitness programs, 
diets, screenings and preventive care, weight loss, 

cessation of smoking, helping employees change their 
health profiles, and so on " (2) 

Participation and Engagement of Members 

A critical component in wellness programs are employee participation and over ti me 
engaging in healthier lifestyle activit ies to reduce the health risk and cost of the 
population. Most employers in the US provide some type of incentive plan to their 
employees to accompl ish those goals. 

BHR is submitti ng this proposal to achieve higher participation in existing hea lth 
management programs. Each covered employee is el igible to rece ive an incentive of 
$550 per year for successful ly participati ng in the enhanced well ness program In future 
years, the incentives will be outcome based as allowed by PPACA. This will resu lt in a 
higher percentage of the population improving their health and reducing healthcare 
costs 

Members that refuse to participate in basic health management and maintenance 
prog rams will eventually face higher out of pocket costs to offset the fi nancia l risk placed 
on the health plan 

Engagement 

Over a period of 3 years , the success of increased participation in affecting the health 
plan's annual trend rate should become apparent and measurable. By evaluating 
effectiveness and tweaking management programs already in place, we can achieve 
maximum benefit Additional programs will be identified and implemented Introducing 
disincentives to members who refuse to participate wi ll be designed to impose an added 
fi nancial burden that will offset some or all of the added medical costs associated with 
unhealthy lifestyle cho ices. 

Communication and Education 

Increased member participation and engagement will require a robust communication 
and education campaign. Plan participants should be informed early and often of 
requ irements that exist or will be coming in plan years 

Wellness Initiatives 

The purpose of participating in these initiatives will be to improve lifestyle cho ices, 
monitor costly health conditions, and enhance member awareness of their health and 
lifestyle Members would have two mandatory initiatives and then be able to select the 
initiatives of their cho ice to meet the quarterly requirement 



      

Mandatory Initiatives 

1. On line Health Assessment (HA); 
2. Health Screening 

Both of these in itiatives are currently established . Screenings wi ll be available through 
onsite locations and clinics throughout the State 

Voluntary Initiatives 

Members would be required to quarterly participate in one of the following initiat ives. 

1. Weight Management Program 
2. Smoking Cessation Program 
3. Chronic Cond ition Management 
4. Health and Lifestyle Coaching 
5. Nutrit ional Eating Webinars 
6 Maintaining an Online Personal Health Record 
7 Physical Activity Challenges (e _g Walk Th is Way) 

Logistics 

Beginning July 1, all employees are eligible to join the Wel lness Initiative_ Employees will 
need to participate throughout the entire fiscal year in order to receive the $550 incentive 
pe r employee_ 

If an employee fa ils to complete an in it iative in any given quarter, they are no longer 
elig ible to receive the $550_ Only employees that are with the state for the entire year 
are eligible for the program 

After the fi rst quarter, we will know the maximum number of employees who will be 
eligible for the year We anticipate th e number of el igible employees would decrease 
each quarter_ During the fi nal quarter of the year, we would make the awards to 
employees prior to May annual enrollment so they could make changes to their HSAs 
and FSAs based upon their awards. 

1 http//www_ towerswatson_com/assets/pdf/2395/2395_ pdf 
2 http://www_theihcc.com/en/communities/population health and wellness/big-fat-truth
about-use-of-incentives-for-wellness gl 1 os3yd_html 
3 http//www.healthways_com/success/library_aspx?id=258 




