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In this first issue of the McGraw
Wentworth Benefit Advisor for 2006,
we will examine wellness initia-
tives in-depth.  Many employers are
interested in wellness initiatives but
are not sure the best way to inte-
grate these programs into their cul-
ture.  This Advisor will discuss com-
mon wellness initiatives organiza-
tions are adopting and incentives
to participate.  In addition, we will
discuss bona fide wellness plans, a
must if an employer wants to link
incentives to results.

As the New Year begins, many indi-
viduals reflect on their situation and
make resolutions to improve vari-
ous aspects of their lives.  Many of
these resolutions are health-related.
Organizations that offer wellness
plans can help their employees live
happier, healthier, more productive
lives.

We welcome your comments and
suggestions regarding this issue
of our technical bulletin. For
more information on this Advisor,
please contact your Account Man-
ager or visit our web site at
www.mcgrawwentworth.com.
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Wellness plans continue to be a hot
topic among employers looking to
reduce their health plan costs.  Self-
funded employers are leading the
charge as their employees’ lifestyle
choices directly affect claim cost.
Fully insured employers are also in-
vestigating wellness initiatives.

However, implementing wellness ini-
tiatives is not as easy as it would seem.
Many employers struggle to under-
stand how to inte-
grate wellness into
their organization
in the context of
culture, total com-
pensation and re-
ward.  All organi-
zations are con-
cerned with maxi-
mizing the return
on investment for
their wellness plans.

This Advisor examines wellness plans.
It discusses:

Common wellness initiatives

Bona fide wellness plans (as they
relate to HIPAA non-discrimina-
tion requirements)

Importance of incentives to
encourage participation

Return on investment

Launching a wellness plan

Most employers are interested in
wellness, but they need a better un-

derstanding of the whole wellness
picture and how wellness initiatives
may be integrated into the corpo-
rate culture.  In addition, some em-
ployers are not sure where to start.
The wide variety of wellness programs
available have organizations wonder-
ing which approaches will be best
for their employees and their cul-
ture.

Increasing health care costs are driv-
ing much of the
current interest
in wellness plans.
Employers are
exploring any
ideas to help con-
trol long term
health plan costs.
Wellness plans
can help improve
employee health

thus lowering health plan costs for
both self-funded and experience-
rated fully insured plans.  Lower
health plan cost is not the only ben-
efit of implementing wellness plans.
Wellness plans also generate a posi-
tive perception of the employer, re-
duce disability claims, improve mo-
rale and enhance productivity.  Ev-
eryone can benefit from a compre-
hensive wellness plan.

Common Wellness Initiatives

Wellness programs offer a wide range
of services with varying vendor in-
tensity and employee involvement.
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The key is to develop a program
that fits within your corporate
culture and budget constraints to
do the following:

Address the specific risks
associated with your em-
ployee population.

Effectively provide results.

Encourage continued em-
ployee participation and
education on good health and
lifestyle choices.

The world is your oyster in decid-
ing what programs to use to meet
these general program goals.
Wellness program elements may in-
clude:

Home-delivered, health-
related newsletters.

Electronic or paper educa-
tional materials or promo-
tional materials.

Flu shots.

Health risk appraisals (per-
sonal evaluation and analy-
sis).

On-site health screenings
(heart rate, blood pressure,
flexibility, BMI and so on).

Blood screenings (cholesterol,
triglycerides, glucose levels,
and so on).

Group- or home-based
smoking cessation.

Group- or home-based weight
management.

Group or individual stress
management.

Home-based targeted inter-
vention programs (for blood
sugar, weight management,
blood pressure and choles-
terol).

Employee Assistance Programs
(EAPs).

Telephonic outreach from a
personal health coach.

Organizations want to encourage
employees to make better lifestyle
choices.  Watson Wyatt released the
results of a Wellness survey in June
2005.  The survey had 365 partici-
pants, and it provides a good
glimpse of the wellness initiatives
employers are adopting:

62% of survey respondents
have taken steps to place
greater emphasis on employee
health through wellness.
Another 33% are considering
programs but have not
implemented them.

64% of those who imple-
mented programs cited rising
health care cost
as a major factor
in their decision
to implement
wellness.
Another 34%
indicated it was
a contributing
factor but not
the primary
reason.

88% of partici-
pants responded
using the following efforts to
promote a healthier
workforce:

56% offered smoking
cessation programs.

43% offered subsidized
gym memberships.

50% offered on-site
workout facilities.

61% offered health risk
assessments.

27% allow employees to
use work time to exercise.

48% added healthful foods
to the company cafeteria
menu.

27% provided diet coun-
seling.

48% sponsored employee
diet groups.

32% responded “other”
which included annual
health fairs, “10k steps a-
day” walking programs
with pedometers, numer-
ous on-site health screen-
ings, onsite fitness
programs (yoga, aerobics,
meditation and so on).

Choosing the wellness initiatives
that fit your corporate culture is
an important step to ensuring your
program succeeds.  Understanding
your employee demographics and
even their health plan utilization

may help you deter-
mine which programs
will work for your or-
ganization.  For ex-
ample, if a high per-
centage or even half
of your employees
smoke, a smoking ces-
sation program is a
must.  If you learn
from your health risk
appraisals or your
claim data that 30%
of your participants

take cholesterol lowering medica-
tion, nutritional classes and a fo-
cus on healthy eating habits will
be effective.  If your employee de-
mographics follow the average de-
mographics of the United States, a
high percentage are either over-
weight or obese.  Healthful eating
options and exercise programs will
be good initiatives to adopt.

Very few people are in perfect
health.  Either lifestyle choices or
heredity is responsible for our
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health risks.  Educating individuals
about their health risks and moti-
vating them to change their
lifestyles will help your wellness
plan succeed.  Health risk assess-
ments with health screenings are an
essential part of a wellness plan.  The
health risk assessment process along
with health screenings will provide
an overview of an individual’s health
status.  Many people aren’t aware
of their potential risks and don’t un-
derstand how their lifestyle choices
affect their health.

Many insurance carriers are offer-
ing free access to Health Risk Ap-
praisals.  Blue Cross Blue Shield of
Michigan offers this service to its
members.  Should employers have
the Health Risk Appraisal conducted
by an outside wellness vendor or
take advantage of the free service
available through their vendors?
The adage, you get what you pay
for, certainly applies here.  If your
organization has no plans to launch
a formal wellness plan, encourag-
ing your employees to complete the
free Health Risk Appraisal available
through the carrier is important.
However, the quality of the infor-
mation available from a free Health
Risk Appraisal and one conducted
by a wellness vendor onsite with
medical screenings are vastly dif-
ferent:

After a free health risk
appraisal, 74% of participants
did not know their cholesterol
level, their blood pressure and
so on.  To obtain useful
information from these
appraisals including the values
of these key health indicators
is imperative.

32% more participants in
onsite medical screenings
tested positive for having
tobacco in their system than
was self-reported in a free
health risk appraisal.  This

indicates a serious gap in
actual results and how an
individual self-reports
behavior.

33% of participants indicated
they were in “good to
excellent” health on their self-
reported health risk appraisal
even though their medical
screening results indicated
they had three or more health
risk factors.

28% of participants self-
reported good eating habits
even though their medical
screening results indicated
dangerously high fat levels in
their blood.

The disparity between self-reported
behaviors and the results of medi-
cal screenings is
substantial.  Cer-
tainly, some in-
dividuals are not
being straight-
forward in re-
porting their
lifestyle habits,
but others sim-
ply do not have
the education or
awareness of health issues to report
their lifestyle choices correctly.

So which approach should your or-
ganization take?  Using an outside
vendor is more expensive.  How-
ever, when medical screenings are
tied to the health risk appraisals,
the test results provide more use-
ful feedback than one just record-
ing self-reported lifestyle choices.

Bona Fide Wellness Plans

HIPAA generally prohibits a plan
from discriminating among simi-
larly-situated individuals based on
their health status.  This means,
in general, a plan cannot charge
different premiums or impose dif-

ferent costs (through higher
deductibles or copayments) be-
cause of a health condition. How-
ever, these non-discrimination pro-
visions were not intended to pre-
vent a group health plan from es-
tablishing premium discounts, de-
ductible or copayment incentives
for employees adhering to a health
promotion or disease prevention
plan.  Health promotion and dis-
ease management plans, commonly
referred to as wellness plans, can
be an exception to HIPAA’s non-dis-
crimination requirements under cer-
tain circumstances.

Incentives to participate in wellness
programs are not subject to HIPAA’s
non-discrimination requirements.
However, many employers want to
tie the incentive to satisfying a stan-

dard related to
a health factor.
If the program
wants to pro-
vide a reward
based on a
health factor,
that program
must meet the
requirements of
a “bona fide

wellness program” in order to avoid
any HIPAA non-discrimination is-
sues.

In order to be considered a bona
fide wellness program, the follow-
ing conditions must be met:

The reward must be limited to
10%, 15% or 20% of the
unsubsidized cost of em-
ployee-only coverage (even if
the employee elects family
coverage).

The plan must be reasonably
designed to promote health or
to prevent disease and the
plan must allow participants
to re-qualify at least once a
year.
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The plan must be available to
all similarly situated partici-
pants and reasonable alterna-
tive standards must be
provided to individuals who
cannot realistically meet the
health standards as a result of
a medical condition or for
whom achievement of the
standard is medically inadvis-
able.  This may mean the plan
may need to provide individu-
ally tailored program adjust-
ments to certain participants.
Plans could offer an alterna-
tive requirement not based on
a health factor, such as
attending a nutrition class.
Some plans have created
letters that individuals can
take to their physicians to
have the physician attest that
the health standard is not
attainable as a result of a
medical condition.

The plan must provide an
explanation that individual
accommodations are available
in all
plan
descrip-
tive
materi-
als.

In order for a
plan to offer
incentive tied
to outcomes
instead of participation, the above
requirements for a bona fide
wellness plan must be met.

Many employers are currently con-
sidering smoker surcharges.  If a
plan adopts a smoker surcharge, the
plan would charge smokers more
to participate in the medical plan.
On the surface, this seems to vio-
late the HIPAA non-discrimination
requirements.  However, if the pro-
gram meets the requirements of a
bona-fide wellness plan, the smoker

surcharge is permitted.  To meet
the requirements of a bona fide
wellness plan, for example, the em-
ployer would offer smokers a smok-
ing cessation program.  The sur-
charge could not exceed 20% of the
unsubsidized employee’s health
plan cost.  Finally, the plan must
offer a reasonable alternative for
smokers who cannot quit because
of a medical condition, such as a
nicotine addiction.  In this case,
the reasonable alternative may be
nicotine patches.

If your organization ties incentives
to results, your wellness initiatives
must comply not only with HIPAA
non-discrimination rules, but also
with any state laws prohibiting dis-
crimination based on lifestyle
choices.

Importance of Incentives

A key criterion for the success of a
wellness plan is an employee in-
centive that strongly encourages

employees to be-
come involved in
the plan.  By far the
most common em-
ployee incentive is
lower health plan
contributions.  Ac-
cording to Ameri-
can Healthways, it
is generally be-
lieved a $25-$30

reduction in employee contribu-
tions for health coverage will truly
encourage participation.  With that
type of incentive, an organization
can expect 80% of its employees
to participate.

Employers may consider other in-
centives or rewards for participat-
ing in a wellness plan, including:

Reduced deductible or copay
requirements

Employer-funded contribu-
tions to a medical Flexible
Spending Account

Access to an “enhanced”
medical plan offering a higher
level coverage than the plan
available to employees who
don’t participate in wellness.

Some employers are taking their in-
centive or rewards to the next level.
The next level involves tying the
incentives to actual results.  Tying
incentives to results must be done
carefully.  The structure of incen-
tive plans tied to actual results must
not violate HIPAA non-discrimina-
tion requirements.  Make sure your
incentive plan complies with the
HIPAA rules for a “bona fide”
wellness arrangement discussed in
detail in the previous section.

Examples of tying incentives to re-
sults include:

If the results of a Health Risk
Appraisal screening indicate
an individual is at high risk,
the organization can require
the individual to participate
in a follow up program or pay
a financial penalty.

Many Health Risk Appraisals
assign points.  The incentive
could be tied to an individual
achieving a certain number of
points to receive a financial
reward.

Don’t forget one of the key HIPAA
requirements.  If an individual can-
not achieve one of the required
measures, the plan must include a
reasonable alternative.  One
wellness vendor meets this require-
ment by having the employee’s
physician sign a letter verifying the
patient has complied with all the
doctor’s care recommendations.  The
letter would be prepared by the
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wellness plan and customized to the
employee.

How should your organization
implement incentive for wellness?
Even wellness companies differ on
the answer to this question.  One
school of thought is that initially
employers should simply offer in-
centives for individuals to partici-
pate in the plan.  In the following
year, the organization can become
more aggressive and tie incentives
to results.  The other school of
thought, however, is to offer par-
ticipation incentives only.  These
organizations believe the motiva-
tion to change must come from
inside the individual.  In order for
an individual to make difficult
lifestyle changes, such as quitting
smoking, the individual must want
to quit.  A penalty for not chang-
ing the behavior will not work.
Any organization launching
wellness needs to consider this
question carefully.  The approach
your organization takes with in-
centives should be consistent with
your corporate culture.

The Watson Wyatt survey also asked
about incentives.  Surprisingly,
52% of respondents did not offer
any incentives to participate in the
wellness plan.  Of the 47% that of-
fer offered incentives, incentives in-
cluded the following:

29% offered cash payments

15% offered reduced medical
copay costs

30% offered a rebate of a
program cost

48% responded “other.”  This
category included a host of
incentives such as contribu-
tions to FSAs, raffle prizes,
gift certificates, company
subsidized screening costs,
paid days off, subsidized
weight loss programs and so
on

Return on Investment

Interest in wellness plans has been
around for at least the last two de-
cades.  However, many companies
did not offer wellness programs be-
cause there was a lack of solid data
to support a return on investment.
Selling wellness programs at the ex-
ecutive level can be difficult be-
cause a positive return on invest-
ment is not immediate and in many
ways is hard to measure.  The re-
turn on investment also has many
components.  Health plan cost is
one component, but improved
health affects other organizational
costs as well.  Worksite health pro-
motions impact
sick leave, work-
ers’ compensa-
tion, disability
cost and also en-
hance productiv-
ity.

Determining the
true impact on
cost of all your
worksite health
promotion programs will be diffi-
cult.  However, your wellness ven-
dor can measure the impact of the
initiatives it manages.  Also, many
studies released over the last sev-
eral years support the contention
that wellness plans save money.
These studies all use different mea-
surements to determine the return
on investment.  In general, compa-
nies’ return on investment ranged
from 2 to 1 on the low end and 5 to
1 on the high end.   Establishing an
industry benchmark for the return
of investment for wellness plans is
difficult because of the variety of
initiatives employers implement and
the differences in each employer’s
evaluation criteria.

However, the Art of Health Promo-
tion, published in 2003, offered a
composite review of the economic
impact of worksite health promo-

tions.  The publication offered a sys-
tematic review of health promotion
evaluation studies.  One of the key
problems in determining the actual
return on investment is a lack of
consistency or agreement on how
to measure the impact of wellness.
The Art of Promotion attempted to
overcome this problem and develop
a melded result for return on in-
vestment.  The study shows that
even though methods and ap-
proaches to determining economic
impact vary widely, the results are
surprisingly similar.

The study, updated in 2005, showed
sick leave, health plan costs, work-

ers’ compensa-
tion and dis-
ability costs
fell by slightly
more than 25%
after establish-
ing worksite
health promo-
tions.  These
results indi-
cate worksite
health promo-

tions are a good strategy for help-
ing to manage cost and enhance pro-
ductivity.

Some organizations choose not to
implement wellness programs be-
cause of turnover issues.  It is true;
the return on wellness is not im-
mediate and can take one to three
years to materialize.  Therefore, or-
ganizations with high turnover may
not receive an adequate return on
investment for wellness programs.
These organizations may want to
look more closely at their turnover
activity.  If one specfic area of your
organization drives the high turn-
over rate, it may make sense to
launch wellness programs in other,
more stable areas and reap the ben-
efits on your stable employee base.
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Launching a Wellness Plan

Wellness initiatives should be events
and programs that appeal to all
your employees.   Because of the
wide range of wellness programs
available, it makes sense to create
a wellness committee with repre-
sentatives from key areas of your
organization to choose the pro-
grams your employees need.

Your wellness committee should
help design your wellness initia-
tives, create the appropriate incen-
tives for participation and be cham-
pions of the wellness programs.
Wellness programs also need visible
support from the senior manage-
ment team to be successful.

An organization should consider
structuring wellness around a
theme.  The theme should work on
motivating individuals to achieving
goals.  The theme could be devel-
oped to mesh with your corporate
culture or tied to a world event.
For example, the Winter Olympics
are being held this year.  You could
structure an activity plan with the
Olympics as the theme and encour-
age employees to earn bronze, sil-
ver and gold medals in different ac-
tivities and categories.

Wellness should be a year round con-
sideration.  Perhaps, your organi-

zation will decide to sponsor an an-
nual health fair, but throughout the
year, your plan should include
health promotion.  Ideas for peri-
odic health promotion include quar-
terly newsletters discussing health
issues, potluck lunches with health-
ful recipes, walking clubs to encour-
age activity or
classes on nu-
trition and eat-
ing properly.
These are just a
few ideas to con-
sider.  Wellness
should not be
limited to an
annual event.

Wellness plans require a great many
resources in planning and implemen-
tation.  To successfully launch, pub-
licize and support a wellness plan,
your organization will need to com-
mit the necessary resources.

Conclusion

Wellness initiatives allow organiza-
tions to improve the physical and
mental health of their employees
and sometimes their families.  The
focus of every wellness initiative
should be health risk reduction and
prevention.  Wellness plans should
acknowledge that all individuals are
at different places when it comes to

the ability and inclination to
change.  An individual who may not
succeed one year may be success-
ful in making lifestyle changes the
following year.

A wellness program is a long term
commitment.  It is not a plan that

can be launched
one year and
withdrawn the
next.  The abil-
ity to make dif-
ficult lifestyle
changes takes
time.  Most em-
ployees will ap-
preciate the as-
sistance and ul-

timately will be grateful for any im-
provements to their lifestyle that
is aided by a wellness plan.  Re-
sources and programs to help em-
ployees identify potential problems
and make lifestyle changes will yield
positive results for your organiza-
tion and your employees.

If you have any questions about
wellness programs, please contract
your McGraw Wentworth Account
Director. MW


