care spend. These responsibilities
fall naturally under the wing of three
C-suite executives: the CEO, the CFO,
and the CHRO.
We spoke to leaders from two publicly
traded companies, Cloudera and Jazz
Pharmaceuticals, and one private
company, Patagonia, to find out how
these top executives think about
employee health care and what
questions they consider in managing
their investment.
The CEO: Focusing on Strategy
In a 2017 Willis Towers Watson survey,
72% of respondents said their company
will be differentiating its health
care program from its competitors'
by customizing it by key workforce
segments over the next three years.
In other words, respondents regard
a customized health care program as
an imperative, if not a competitive,
advantage for talent attraction and
retention. FIGURE2

"The attitude of the C-suite toward
its health care expenses will directly
drive a lot of the effort to improve
the ROI of health benefits;' says Jazz
Pharma's Cozadd. But it must also
include increasing employee and
dependent engagement in health care
and decision making, as well as help
plan members understand the cost
of care at various access points. This
requires a clear strategy for creating
a "culture of health:' which 70% of
employers counted as important or
very important over the next five years
in a recent Mercer survey. Since the
CEO is accountable for the company's
strategy, including its approach to
hiring and retaining top-quality
employees, creating a culture of
health is also part of the top officer's
responsibility. FIGURE3
A workforce health management
system (WHMS)-a platform that
simplifies all of the company's
health benefits administration and
connects all of the disparate pieces
for employees-can help companies
understand how their health care
investment is performing and what
they can do to improve it. For years,
Cloudera, a Silicon Valley company

FIGURE2

A CUSTOMIZED HEALTH CARE PROGRAM IS IMPERATIVE

Customizing the plan by key workforce segments will be a growing trend over the next
three years.
• TODAY • IN THREE YEARS

No strategy: Offer various programs but have not formally articulated a health and wel�being strategy
44%

2%

Adopt strategy: Adopted and articulated a health and well-being strategy with stated objectives for each program
13%

6%

Communicate and deliver: Effectively communicated to employees the strategy and value proposition behind health
and wel�being programs
25%

20%

Differentiate and customize: Differentiated our health and well-being from other organizations with which we compete
for talent; customized for critical workforce segments
18%

72%

Sample: Companies with 1,0OO-plus employees
SOURCE: 22ND ANNUAL WILLIS TOWERS WATSON BEST PRACTICES IN HEALTH CARE EMPLOYER SURVEY, 2017

that provides a software platform for
data engineering, analytics, and other
uses, purchased health care insurance
from a broker as part of a pool. About
six years ago, when it only had 300
employees, it began looking for
alternatives. Three years ago, now with
some 1,600 employees, it self-insured
and implemented a WHMS.
Since then, the company has instituted
a range of wellness programs,
including health club memberships, flu
shots for employees and their families,
and a telemedicine service-even
healthy snacks in offices. Among the
crucial functions its WHMS performs
is enabling Cloudera to collect and
analyze data on its health care costs
and patterns of usage, which, in tum,
helps it better evaluate its carriers and
providers.

70% OF EMPLOYERS
COUNT A "CULTURE
OF HEALTH" AS
IMPORTANT OR VERY
IMPORTANT OVER THE
NEXT FIVE YEARS.

At Patagonia Inc., the outdoor
clothing and gear designer, leadership
prioritizes reduction of "upstream"
factors like stress and lack of downtime
as critical factors in creating its health
culture. "A lot of companies look for
ways to shift costs to employees;'
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on how consumers make decisions as
the key to simplifying care. The initial
objective of the joint venture will
be to use "technology solutions" to
provide employees and their families
with "simplified, high-quality and
transparent health care at a reasonable
cost:• the three companies stated when
announcing the venture.
The four main questions for a CEO to
consider are:

• Am I applying the same strategic
rigor to my health care strategy as I
do to other parts of the business?
• Am I building and promoting a
culture of health?
• Does my health care strategy address
upstream as well as downstream
factors?
• Is my health care investment a stated
C-suite priority?
The CFO: Focusing on Data

Reliable data and the ability to
analyze it enable the company to better
measure the ROI of its health care
investment. This is the domain
of theCFO.
"We're fighting a rising tide of
health care costs every year;• says
ClouderaCFO Jim Frankola. "We're
also competing against some very
attractive, well-regarded companies.
We balance that by delivering a very
competitive benefit structure:' This
is what makes actionable data an
imperative atCloudera.
"From the beginning, we wanted a
data-driven approach;' says Frankola,
"because for a company our size to
do this ourselves, we needed our
partners to get their heads around the
information:' Cloudera's quantitative
approach was shaped to some extent by
the observations of other companies,
which were able to identify a handful of
conditions-obesity and smoking, for
example-that account for the bulk of
their health care costs.
"Data is critical for understanding
and managing health care costs
atCloudera:' says Frankola. "For
example, we noticed a negative trend
related to prescription adherence for

"We're also competing against some very
attractive, well-regarded companies.
We balance that by delivering a very
competitive benefit structure," says
Cloudera CFO Jim Frankola.
maintenance medications. As a result,
we implemented a program that allows
more flexibility for employees to get
their maintenance medications-they
can have them delivered to their home
or pick them up at a local pharmacy:'
Once it began applying more detail
oriented metrics to its programs,
Cloudera discovered that employees'
families were spending at a much
higher rate on health care than the
employees themselves. The company
is now trying to better understand
this dynamic to improve the health of
dependents and manage those costs.
Jazz Pharma shifted to self-insurance
three years ago after it had expanded
into a global company with some 1,200
employees. One motivator was to get a
more accurate picture of the cost and
effectiveness of its health care benefit
offerings. "Now our costs are driven by
the actual trends in data, not by an
insurer coming in and telling us what
our rates will be:' says Cozadd. "That
gives us a way to think about the
problems we're trying to solve:' Better
data helps Jazz Pharma pick wellness
programs that address health
conditions that are specific to its
employee population.
Metrics like HR-to-employee/worker
ratio, HR expense-to-operating
expense ratio, and health care spend
rate, as well as looking at the annual
change in benefits spend and illness
related absences, allow the company
to understand the cost of the total
resources it devotes to health benefit
related activities. "I'm a hawk on per
employee per month [PEPM] costs;•
says Patagonia'sCarter. "That's our
key metric:'
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PEPM includes the entire cost of health
care for the employee, including
medical claims and prescriptions.
Patagonia also tracks participation
level, dropout rates and who's dropping
out of the plan, and how much people
are saving in their health savings
accounts (HSAs). The company has
been deriving important information
on employee satisfaction in every part
of its operations for the past three
years by participating in the Great
Place to Work (GPTW) survey,Carter
says. Patagonia indexes significantly
higher than the top 100 "best of the
best" GPTW companies on such
statements as "We have special and
unique benefits here;' "People are
encouraged to balance their work life
and their personal life:' and "This is
a psychologically and emotionally
healthy place to work:'
"I'm knee-deep in data;•Carter says,
"but it's more about employees getting
what they expected from the plan:'
Detailed, reliable metrics, in turn,
help make theC-suite more sensitive
to the impact of a less efficient health
benefits system on productivity. For
example, collecting data on the amount
of time your HR team spends on the
phone with insurance companies is
vital. Executives need to attend to
the problems created by a still largely
manual system when errors are input,
and they should be cognizant of the
time absorbed when the finance
function and employee-claimants
themselves have to respond.
But if they are going to help corporate
leaders alleviate these problems,
the metrics a company uses should
be closely tied to the objectives of
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"We use technology to improve the
employee experience, to make sure you
understand what your options are, and
to have a single point of control to move
through the maze of information easily,"
says Cozadd.

• Am I examining new strategies and
approaches to help synthesize the
data available to me?

The CHRO: Helping Employees
Navigate the System

Human resources and the CHRO have
direct control of the company's health
plan and, therefore, are responsible
for how employees use it. Question is,
are they using the elements of the plan
effectively?

its strategic plan. For instance, if
performance depends a great deal on
employees' cognitive skills, mental
health and stress measures may
be critical.
Whatever the combination, all metrics
must be applied consistently and
reliably throughout the company over
time. Pay attention to the components.
It's important that a measure of total
medical treatment spending combine
routine office visits, screenings, and
preventive care with effective and
ineffective treatments for illnesses and
injuries of varying severity, or else the
employer may miss some important
contributors to rising costs-and miss
out on detecting opportunities to bring
them down.
"Seeing these conditions in our data
helps us to understand and target
the broad health trends among our
employees;' says Cozadd, who goes
on to note that, by leveraging data
it collects on employee use and
satisfaction with programs that address
these trends, Jazz Pharma hopes
to persuade more of its workforce
to sign up.
The four main questions for a CFO to
consider are:

• Am I tracking metrics to inform and
improve our health care strategy?
• Are my metrics tied to corporate
objectives?
• Am I applying those metrics
consistently and reliably across the
organization?
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Both Jazz Pharma and Cloudera have
invested in a WHMS, considering it
especially important that employees
be able to use the system as effectively
and with as little stress as possible.
"Navigation is very central for me;'
says Cozadd. "We use technology to
improve the employee experience, to
make sure you understand what your
options are, and to have a single point
of control to move through the maze
of information easily;' Jazz Pharma
began using a WHMS two years ago
to help employees navigate all of
their health benefits, from finding a
doctor to getting a second opinion to
looking up a claim. The emphasis is on
getting care for employees efficiently,
rather than minimizing their use of
the health care system or the costs
associated with it.
"It's how we provide value to you
as the employee: getting care as
quickly and painlessly as possible;'
says Cozadd. "Otherwise, we have
employees complaining that they
couldn't get a lifesaving treatment
for their daughter, even though it's
covered, and about how much work
time they wasted trying to get care;'
Guiding the employee efficiently
through the often-tangled web
of providers and gatekeepers
can improve the quality of care
itself, notes Joshua Freund, senior
manager of health and well-being
at Jazz Pharma. "Just the process
of scheduling an appointment can
introduce a delay that has a health
care consequence;' he says.
Telemedicine can be a great way
not just to lower the cost of care but
to streamline navigation, he says,
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because many minor conditions
can be addressed via a phone call
or electronic messaging without a
doctor's visit. At the same time, by
making contact with the provider less
complicated, telemedicine encourages
the employee to get in touch earlier,
shifting the center of gravity to early
or preventive measures rather than
late response.

The four main questions for a CHRO to
consider are:

Cloudera is still in the early stages
of this evolution, collecting data to
measure total health care spending,
the number of procedures carried
out by class, and consumption of
prescription medication while also
establishing internal benchmarks.
"But we've started to execute the
vision;' says Frankola. "The vision
is to improve the health of our
employees and their families. It's a
win-win. It's good for our employees
and it's good for Cloudera;'

• Am I implementing technology
solutions to help my employees
better navigate the system
and get care quickly and with
minimal hassle?

Transparency of costs is critical in
this whole scenario, because breaking
down cost data and making it more
available to employees could help
them be better consumers-and
save money both for them and the
company. However, "costs are not
transparent at all and are incredibly
complex to understand;' says Carter.
"How can your employees be good
consumers if they don't know the price
of what you're providing? But this isn't
something providers are interested in,
and we haven't seen big interest from
the health care system itself;'
Says Frankola: "We have an enormous
segment of the economy where people
are making purchasing decisions flying
blind. How do you free information
trapped in data silos that can help
me, Cloudera employees, and our
principals make better decisions?
That's the challenge;'
The answer will have to come largely
from the health care industry, rather
than from employers, but Carter is
hopeful. "I think the industry is on
the cusp of some better tools for
transparency;' he says, "but we still
have a long way to go. Health care
needs to address this;'

• Have I embraced workforce health
as a core aspect of my human
capital strategy?
• Are my employee health benefit
processes geared to getting
employees healthy-not just
reducing costs?

• Am I holding our program
accountable to metrics my business
counterparts understand?

An Enterprise-wide Project
Treating health care as an investment
rather than a cost need not raise the
medical bill for employers. Since
Cloudera began implementing its
WHMS and other changes to its
health care benefits delivery system
three years ago, "we have managed
down the rate of increase in costs;'
says Frankola. "We attribute this to
a couple of factors, including better
tools and resources to help employees
make smarter health care decisions
and better management of chronic
conditions;'
However, any comprehensive approach
that addresses multiple risk factors and
health conditions at once will affect
multiple levels of the organization.
Therefore, improving health benefits
must be an enterprise-wide project.
Every business leader needs to offer his
or her input and must be accountable
for his or her share of the company's
health care investment.
It's then up to the C-suite to design
and implement the strategy itself. The
first step is setting business goals that
incorporate your employee health care
goals. Here leadership must make sure
the company addresses all the factors
that influence employee health.
The company then must identify
technological and organizational
barriers to achieving business goals,
which involves checking that all levels
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TREATING HEALTH CARE
AS AN INVESTMENT
RATHER THAN A COST
NEED NOT RAISE THE
MEDICAL BILL FOR
EMPLOYERS.
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EVERY ORGANIZATION SHOULD BE CONCERNED
ABOUT THE CONSEQUENCES OF UNDERESTIMATING
THE ROLE ITS HEALTH CARE PLANNING PLAYS IN ITS
OVERALL STRATEGY.

also makes it imperative to be able to
rigorously assess outcomes.

ofleadership are involved, including
the C-suite. The CFO is a key player
in this process. Frankola at Cloudera
and Carter are point people at their
respective companies, but other
corporations have hired executives
specifically to manage their health
care effort as an investment-as Jazz
Pharma did when it hired Freund six
years ago. "One way to get the C-suite
more involved is to hire someone like
Josh, who is focused on this goal;'
says Cozadd.
Whoever is manning the controls,
what's vital is to look for approaches
and solutions that enable the company
to meet its business goals when it
comes to its health care strategy. Keep
in mind that every corporate culture
is different; what works well in one
industry may be seen as coercive in
another. "In technology, you don't
force people to give up their bad
habits;' says Frankola. "You try not
to be Big Brother. You incent them to
switch to good behaviors;'
The same beliefholds at Patagonia.
"We have faith in emerging tools that
can help our employees to make better
decisions-but in an easy way;' says
Carter. "We're not using Fitbit, and
we're not requiring people to fill out
health questionnaires. At Patagonia,
that would never fly. People here are
more engaged if they're managing their
own health rather than the company
managing it;'
Moreover, ifa company is going to use
metrics, then it has to be accountable to
them. Incorporating employee health
goals into a company's business plan
raises their profile and urgency within
the organization. But this emphasis

The success ofa company's health care
strategy will depend on how well the
program is designed, implemented,
and evaluated, and how fully the
C-suite embraces and champions it at
each ofthese stages.

Getting Strategic

Employers need to realize that while
they've long paid the bills, the health
care system has long played them. It's
time to reverse that dynamic.
The company must manage its
investment in employee health, not
just the costs. But that works only if
leaders at every level take ownership of
the outcomes.
The benefits team is a stakeholder, but
not the sole owner. A corporation's
CHRO must embrace workforce
health as a core aspect ofhuman
capital strategy. The CFO must be held
accountable for the effectiveness of
the company's massive investment
in health care, and must understand
that burden, just as the CEO needs to
comprehend how the rigor applied to
health care strategy can contribute as
much to earnings per share as any other
corporate initiative.
Many ofthe nation's most innovative
employers have awakened to this
reality. According to Willis Towers
Watson, 96% ofcompanies plan to
enhance their employees' experience
with their health and well-being
program over the next three years.
But this only highlights the need to
take a strategic approach, and any game
plan here means treating employee
health as an indicator offuture
business performance, not just a cost
driver. Given the cost in productivity,
every organization should be
concerned about the consequences of
underestimating the role its health care
planning plays in its overall strategy.

1 Centers for Disease Control and Prevention. businesspulse, January 2015. https://www.cdcfoundation.org/businesspulse/healthy-workforce.
2 Jeffrey pfeffer, Dying for a Paycheck: How Modern Management Harms Employee Health and Company Performance-and What We Can Do About It
(New York: HarperCollins, 2018).
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