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Taking a strategic, end-to-end approach to cost management
is critical for employers looking to reduce health care spend
without compromising quality.

Managing cost trend
while delivering
quality benefits
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Proof is greater

than promises

A third-party study found that
UnitedHealthcare delivered an

+11°/o lower total

cost of care than
national benchmarks*

View the findings -

Employer medical costs are initially
projected to rise 8.5% in 2026, matching
the increase seen in 2025 and continuing
a 4-year upward trend from 5.5% in

2022 These increases may be driven by
a number of factors, including regulatory
changes, an aging population and a rise
in chronic conditions.?

Employers may also see cost increases
due to the growing use of expensive
specialty drugs and fluctuation of
claims and utilization patterns within
their employee population —such as
more frequent catastrophic claims and
increased behavioral health utilization.

While significant and much-needed
efforts are underway at the industry
level to address these cost challenges,
it’simportant for employers to
understand what’s behind rising health
care costs. This knowledge may enable
them to make more informed decisions
and better manage expenses.

Yet, navigating this landscape can

be difficult. Employers often find
themselves balancing financial
responsibilities to the business with

a commitment to offering quality,
affordable benefits to their employees.
As a result, many are hesitant to shift
health care costs to employees —though
rising expenses are prompting some to
reconsider. In fact, a recent survey found
that more than 50% of employers plan
to raise deductibles or annual out-of-
pocket limits for employees.?

“Employer sentiment over the past
several years has been more protective
of employees when it comes to

rising care costs. But recently that
seems to be shifting as employers

look for greater cost-control tactics,”
explains Katy Curry-Lorusso, vice

president of health care economics
for UnitedHealthcare Employer &
Individual. “Knowing that passing costs
on to employees may cause abrasion,
we work with our clients to help them
explore other options.”

Designing a benefits plan that protects
an employer’s bottom line while still
providing employees with access to
quality care and coverage may feel like
walking a tightrope. But for employers
looking to avoid the talent backlash that
may come from increasing employee
health care contributions, finding that
balance may be worth the effort.

This also means considering strategic
cost management approaches that
go beyond network discounts. An
employer’s health spend is often
complex and determined by a
combination of unit cost —the fixed
cost of visiting a certain provider or
facility based on negotiated network
discounts —and utilization — the
variable costs based on how a member
engages with the health system.

Investing in strategies that aim to address
both unit cost and utilization offers
greater potential to reduce health care
expenditures for both organizations and
their employees. These strategies include:

Choosing health plans and networks
designed to help make quality care
more affordable and accessible

Adding clinical and care management
programs to enable better health
outcomes and lower costs

Working with a carrier committed
to delivering upfront value and
maximizing health care dollars


https://www.uhc.com/employer/news-strategies/unitedhealthcare-outperforms-national-benchmarks-in-total-cost-of-care
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of surveyed CFOs said that
there should be an emphasis
on networks that prioritize
higher-value providers to
better manage costs®

“With today’s financial
pressures, employers
are finding themselves
having to find a

balance that works

in a high-cost-trend
environment — Keeping
costs in check for
themselves and
employees without
sacrificing the quality of
their plan or network.”

Katy Curry-Lorusso

Vice President of Health Care Economics
UnitedHealthcare Employer & Individual

lJJJ Discover how the right network strategy can make a big difference when it comes to quality care and lower costs -

Choosing health plans and networks
designed to help make quality care
more affordable and accessible

When it comes to choosing group

health plans and provider networks, it's
important for employers to understand
the nuances within their workforces.
Understanding and selecting the right
medical plan and network design for their
unique employee population can help
employers ensure that their employees
get the most out of their benefits —while
remaining engaged along the way.

Plan designs that are becoming
increasingly attractive to employers

and employees are those built to offer
greater simplicity, affordability and
transparency. For example, copay-only
plans without deductibles or coinsurance
can help reduce some of the guesswork
or confusion employees may have around
health care costs. Additionally, employees
may perceive more immediate value from
their health plan since they don’t have to
meet a deductible.

It may also be critical to consider a plan’s
network access, as well as any digital
tools and capabilities that are included.

Plans built with broad networks, for
instance, are popular among employers
because they offer flexibility and preserve
employee choice —but they may come at
a higher cost. Plus, increased choice may
prompt employees to make sub-optimal
care decisions. Tiering those plans may
help encourage employees to choose
higher-value providers, while retaining
their ability to choose. These tiered plans
are designed to help employees pay less
in copayments and coinsurance, as well as
empower them to make more informed
decisions about their care.

Ensuring those plans are backed

with digital tools and capabilities can
help employees navigate their care
options. For instance, a provider search
experience that prioritizes results based
on the provider’s ability to deliver quality
care, whether they are in network and
how convenient and personally suitable
they are for the employee based on the
employee’s preferences may help drive
more informed and cost-effective

care decisions.

Focused networks that offer access to a
smaller subset of providers and health
care facilities may limit the choices
employees have but can help lower costs.
This can include plans and networks that
encourage or even require employees to
establish a relationship with a primary care
provider (PCP) to help ensure members
are referred to care that is medically
necessary, appropriate and cost-effective.

Other examples of these focused
networks are those that are built

based on contracts with value-based
Accountable Care Organizations (ACOs),
in which providers and health systems
agree to be paid based on the quality of
care they deliver rather than the volume
of services they perform, or Centers of
Excellence (COEs), which are networks
of clinically superior, cost-effective
health care centers designed to support
specific complex conditions. Both ACOs
and COEs aim to deliver better health
outcomes and lower costs.


https://www.uhc.com/employer/news-strategies/networks-designed-to-improve-care-quality-and-reduce-costs

129m

Americans are managing
a chronic disease’

29

of an employer’s total health
care spend is attributed
to chronic conditions®

“What we're seeing is higher
rates of diabetes, heart
disease, cancer and joint-
related conditions that are
often related to physical
inactivity and obesity,
which underscores anissue
with the American lifestyle.
It’s going to take a concerted
effort across the health
care system, government,
carriers, employers and
individuals to work on this
problem together.”

Dr. Rhonda Randall

Chief Medical Officer
UnitedHealthcare Employer & Individual

lJJJ Learn more about the conditions driving costs for employers and the strategies that can help manage them >

Adding clinical and care management programs
to enable better health outcomes and lower costs

Nearly 64% of surveyed chief financial
officers (CFOs) indicated that placing

a “strong” or “very strong” emphasis

on clinical management is key to
managing costs over the next 3 years.®
This approach may be less abrasive than
other cost management levers, such

as increasing employee cost-sharing or
limiting provider choice.

“A key strategy for reducing costs is to
invest in clinical and care management
programs because those can help an
employee understand what the most
appropriate site of care is for their
needs,” says Curry-Lorusso.

This is especially important when
employees or their family members are
managing complex or chronic conditions.

The prevalence of complex and

chronic conditions —and the costs that
accompany them —makes clinical and
care management programs essential.
These programs are designed to identify
members with clinical needs and provide
support to help them access the right
care at the right time. In fact, two-
thirds of surveyed employers indicated
that improving care management for
high-cost conditions was one of the top
3 areas where they’re seeking the most
support over the next 5 years.®

Clinical and care management programs
have the potential to make a significant
difference in health outcomes and cost
reduction —for employees, their families
and employers —especially as the
workforce ages and chronic conditions
become more prevalent.

In addition to these broader programs,
it should be noted that obesity is an
underlying risk factor for several chronic
conditions, such as diabetes, heart
conditions and cancer. This is partly why
GLP-1s have risen in popularity.

But while GLP-1s have the potential to
help members lose weight and may
reduce the risk of developing related
chronic conditions,® these medications
are extremely expensive for employers
to cover. That’'s why it’'s important for
employers to carefully evaluate coverage
and consider how other care or lifestyle-
modification programs can help without
the price tag that comes with GLP-1s.

Forinstance, encouraging employees
to establish relationships with PCPs
may help manage costs and reduce
waste. PCPs can address health
concerns during office visits,

prescribe medications for behavioral
health concerns and other common
issues, as well as help employees
navigate their overall health and wellness
through annual checkups.

“While GLP-1s may be effective,
employers can help control costs by
encouraging employees to engage in
other programes, like those that help
employees adopt better lifestyle habits
through nutrition counseling and also
leveraging their PCP for regular wellness
checks and certain cancer screenings,”
says Jim Winkler, chief strategy officer
for Business Group on Health.


https://www.uhc.com/employer/news-strategies/condition-snapshots
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Rated as
“most thorough”

Surveyed providers and carriers
found UnitedHealthcare Payment
Integrity solutions to be the
“most thorough”in the industry™

%6.8B

in employer savings generated
from UnitedHealthcare
Payment Integrity solutions,
impacting 49.6M claims

and 172M members'

Working with a carrier committed to delivering
upfront value and maximizing health care dollars

It's no secret that there are opportunities
to streamline health care and reduce
unnecessary spending. In fact, a study
published by The Journal of the American
Medical Association (JAMA) found that
about 25% of all health care spending was
identified as wasteful or unnecessary due
to ineffective care delivery or coordination,
pricing failures, administrative complexity
or fraud and abuse.

Eliminating some of this waste may not
only reduce overall health care costs
but—perhaps more importantly —also
help ensure that employees are receiving
quality care and paying the appropriate
amount, and not a dollar more.

Because employers have a fiduciary
responsibility to their employees,
working with a carrier that prioritizes
these efforts is critical. This includes
ensuring a carrier has a thorough
claims review process, with checks
in place across the entire lifecycle of
a medical claim —from pre-claim to
post-payment. At the same time, it’s
important that these processes don’t
delay care for plan participants.

While most of the time these
processes don’t cause delays, when
they do, it’s often because claims are
submitted with missing or incorrect
information —or not submitted in a
timely manner. Carriers that are taking
steps to streamline and simplify those
administrative processes for providers
can help prevent these issues.

This can include reducing prior
authorizations where they aren’t necessary
or creating greater interoperability
between providers and carriers—such

as embedding member health plan
information into provider workflows to
support more informed clinical decision-
making. Additionally, employers can work
with their carrier, broker or consultant to
help educate employees about how their
health care decisions impact both their
health and their wallets.

All of these efforts are designed to

help maximize every health care
dollar—ensuring each dollar spent is
necessary, appropriate and accurate.
Beyond the cost savings this may
generate, employers, employees and their
family members may feel more satisfied,
confident and trusting of their carrier, their
plan and the health system overall.

Find out how managing costs also means reducing wasteful spending and ensuring claims are paid correctly >


https://www.uhc.com/employer/news-strategies/reducing-waste-with-payment-integrity

At a glance: The factors that determine health care costs

Health care costs are determined by a combination of unit costs and utilization costs.

g y

Unit costs Utilization costs
Fixed costs Variable costs
based on negotiated Type of cost based on how a member engages

network discounts with the health system

Employee’s choice of

providers or site of care
Pharmaceutical companies Determined by Frequency of visits
Carrier negotiations

Health care providers

0 Prescription adherence and more

Ultimately, utilization plays a critical role in determining the final cost for both employees and employers

Learn how UnitedHealthcare is working United
for more affordable care > Healthcare
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