
reason wages have grown only 37% over 
the same period. Some two-thirds of 
insured Americans, 175 million people 
in total, are covered by private employ-
ers. Which explains why so many com-
panies broadly support the health-care 
reform eff orts  in Washington.

If Congress fails to act, a bad situa-
tion could get much worse, many stud-
ies predict. In August the nonprofi t 
Commonwealth Fund estimated that 
the total premiums for employer-based 
health insurance will rise 94% by 2020 
if current trends continue, to an aver-
age of $23,842 per family. Last month 
the Business Roundtable warned that 
without reform total health-care costs 
borne by corporate America will soar 
166% over the next 10 years, to nearly 
$29,000 per employee.

In a Mercer management survey, 
also released in September, 40% of em-
ployers said they would raise employee 
premium contributions next year, 
while 39% said they would bump up 
deductibles and co-pays. Even these 
increases probably won’t be suffi  cient 
to avoid collateral damage to benefi ts. 
“We know that take-home pay and 
retirement savings are being sacri-
fi ced to maintain health benefi ts,” says 
Commonwealth Senior Vice-President 
Cathy Schoen. 

By Catherine Arnst
U.S. businesses struggling to cover 
their employees’ medical needs can 
expect no relief next year. The cost of 
insuring employees will rise by 7%, 
greater even than the 6% increase 
in 2009, according to a just released 
survey by management consultant 
Towers Perrin. That will bring average 
spending per employee to $10,212, the 
fi rst time it has hit fi ve digits.

Workers will have it even worse than 
their employers, due to a combination 
of premium increases, higher co-pays, 

and other changes to plans. The new 
survey of 279 large corporations found 
that the employee share of health 
premiums will rise 10% on average, to 
$2,292, aft er an 8% increase in 2009. 
On top of that, employees will have to 
absorb an additional $200 increase in 
co-pays and other costs. “Employees 
are going to feel the impact more keenly 
at a time when wages are fl at or declin-
ing,” says David Guilmette, a Towers 
Perrin managing director. 

Employers’ health-care costs have 
risen 149% since 2000, which is one 
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Health Costs:
Steeper Still
Workers will carry a greater share of soaring 
premiums in 2010, but employers are taking a hit, too 

TOTAL EMPLOYEE/EMPLOYER 
HEALTH-CARE COSTS

EXPECTED AVERAGE 
INCREASE IN 
WORKERS’ 
PREMIUMS AND 
OTHER COSTS IN 
2010

PERCENT OF HIGH PERFORMERS* 
USING SPECIAL INCENTIVES

Health-care outlays 
continue to climb...

... far outpacing workers’
 salary gains

Soon, more costs will 
shift to employees...

... some of whom will receive   
 incentives to stay healthy

SHIFTING THE BURDEN

Data: Towers Perrin 2010 Health Care Cost Survey of 279 companies *As identified by Towers Perrin 
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In a separate Towers Perrin survey last 
summer, 90% of the companies polled 
said cost containment is their most 
important health reform goal. Most said 
they would not absorb additional costs 
that might result from a reform bill. But 
companies show no desire to drop health 
benefi ts, currently off ered by 99% of 
companies with 200 or more workers. 
“This is far more than just a medical 
spend,” says Dr. Pamela Hymel, senior 
corporate medical director at Cisco 
Systems. “It’s about enabling people to 
stay healthy and be productive.”

INVESTING IN WELLNESS
Instead of cutting coverage, some cor-
porations are eyeing ways to intervene 
in their employees’ medical or lifestyle 
choices to hold down costs. Wellness 
programs are already common. More 
businesses are also off ering programs 
to manage chronic diseases, running 
discount pharmacies and providing 
free blood screening to assess health 
risks. Towers Perrin found that the 
companies it identifi ed as most eff ec-
tive at managing their workers’ health 
needs shaved as much as $1,800 per 
employee off  their health-care costs. 

American Financial Group, a Cincin-
nati insurer with 5,500 employees, has 

been able to keep cost increases at 2 ½% 
each of the past fi ve years, says Scott 
H. Beeken, assistant vice-president for 
benefi ts planning strategy. This year, 
though, the increase will be higher, due 
to the rising incidence of chronic diseas-
es such as obesity, diabetes, and asthma. 
“Chronic illnesses are really where the 
costs are concentrated. It’s a challenge 
for the whole system,” Beeken says.

He notes that outlays have been 
cut by as much as 20% for employees 
enrolled in the company’s disease-
management programs—but only half 
of those eligible are participating. “The 
rest don’t even return a phone call,” says 
Beeken. “We are really struggling with 
how to get people engaged.” 

Cisco thinks the answer to getting 
people engaged is convenience. A year 
ago it opened an on-site health clinic in 
its San Jose offi  ce for its 17,000 employ-
ees and their dependents in that area. 
The goal is to make it easier for employ-
ees to manage all their health needs in 
one place. Cisco expects to see savings 
in two to three years.

The companies in the Towers Perrin 
survey with the best handle on health 
care costs say they plan to expand these 
eff orts over the next three years. Among 
this group, 52% will off er wellness 

programs in 2012, up from 30% now; 
38% will off er disease-management 
programs, a 20-point jump; and 43% 
will start disease screening, compared 
with 24% now. ^ 
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Why High Costs Hurt
A study in the July issue of Health 

Services Research found a direct link 
between the rapid growth in U.S. 
health-care costs, job losses, and 
lower output. Researchers found 
that, between 1987 and 2005, 
industries in which most employees 
receive health insurance showed 
slower employment and growth 
compared with those where such 
benefi ts are less common. The study 
was sponsored by the RAND Corp. 
and the Health & Human Services Dept.

For this and related stories, go to 
http://bx.businessweek.com/
health- insurance-reform/reference/
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