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THE COST OF STANDING STILL IS NOT ZERO

Executives and leaders who manage employee 
benefits at their company are faced with difficult 
decisions each year during pre-renewal season. 
Deciding whether to make changes to the Plan 
involves a tricky combination of evaluating the 
past year while anticipating the year ahead. "Is 
the program we currently have still serving our 
needs? Or is it time for a change of pace. Is there 
anything we've left out? Or are we just fine as-is."

These are excellent questions that show you 
want to ensure value in your benefits program. 
But while you mull them over, we'd like to issue 
a word of caution on being so caught up with 
the past and the future that you forget where 
you stand presently. Where you are now matters. 

This 5-part whitepaper series titled The Cost 
of Inaction will shed light on how company 
executives and benefit managers can measure 
their current benefits up against what's possible. 
By the end of it, you'll have been exposed to 
new perspectives on:

• How to frame your benefits decisionmaking;

• What you're up against as an employer 
customer in our healthcare system; and

• How to come out on top with best-in-class 
employee benefits that attract, delight, and 
retain top talent in your industry.

First, let's look at some concepts that will prove 
incredibly helpful in how to size up your benefits!
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All three of the above concepts are highly relevant in 
the benefits decisionmaking process. You only have 
so much time to devote to your renewal because 
you need to get back to other projects (Resource 
Scarcity). You must be aware of what you're giving 
up when you choose one strategy or investment 
over another (Opportunity Cost). And to make the 
best decisions, you must factor in all relevant risks - 
not just the obvious ones (Risk-Risk Tradeoff).

From this vantage point, it becomes clear why so 
many benefit packages underperform or do not 
meet expectations. Running a benefits program 
and a health plan is hard. It's the chief reason why 
companies rely on benefit brokers & consultants to 
make informed and prudent decisions.

The Cost of Renewing As-Is
Suppose you're a company with 150 employees 
that is fully insured, meaning you do not fund your 
benefits yourself. You've received rate passes the 
last two years but are now staring down the barrel 
of a 15% increase for the upcoming 2023 plan year. 
You and your benefits consultant are scratching your 
head because your health plan has been running 
really well. The only justification you've received 
from the insurance company is that inflation is finally 
catching up to medical services. They say there's 
nothing they can do; it's just the market.

15% is a lot of money. If your health plan cost, say, 
$800 PEPM (Per Employee, Per Month) that means 
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DECISIONMAKING 101: THE ESSENTIALS
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Risk-Risk Tradeoff

Opportunity Cost

Resource Scarcity

Recognizing that resources like time & money are always 
limited, and decisions are made by people accordingly.

Acknowledging there is some risk with every decision, 
and we should analyze tradeoffs with that in mind.

The value of what you lose by making one 
decision instead of its next-best alternative(s)



you will be spending $920 PEPM now. That's an 
extra $216,000 you'll need to pay your health 
insurer over the next 12 months! Yikes.

This hypothetical tracks pretty well with what 
a lot of employers are experiencing right now. 
Insurance is a forward-looking industry, and 
it's peering into its crystal ball and seeing rising 
nurse salaries,1 costs increases throughout the 
medical supply chain,2 and escalating payment 
rates in hospital-insurer contracts.3 When the 
cost of care increases, so does the cost to 
insure it - sometimes at an even higher rate than 
you'd think!* All of these factors can turbocharge 
your company's rate increase beyond what your 
particular claims experience would indicate.

Suppose your broker is able to negotiate that 
15% increase down to a 9% increase instead. 
Let's take a quick look at the math:

 
 
What is your company's plan for absorbing a 
$129,600 increase from last year?? You could 
pass some of that cost onto employees by 
increasing their contributions, but the data we 
 

* In a recent interview, Wendell Potter, a former executive at a large 
health insurer, revealed that insurance companies routinely price 
premium increases not at trend but above it. For instance, if overall 
healthcare inflation is at 6%, insurers need to increase premiums 
more than that to hedge their risk and ensure a profit margin.
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Comparing Apples to Apples
The $129,600 increase is only one side of the 
equation, however. To assess the decision 
properly, we need to include the Opportunity 
Cost of renewing as-is. This is a simple point,  
but it absolutely must be kept front-of-mind.

If you are considering implementing a strategy in 
your health plan that is reasonably projected to 
save 10%, then we have to add the value of giving 
up that choice into the cost of renewing as-is.

Then, the comparison wouldn't be $872 PEPM vs. 
$800 PEPM. Instead, it'd be $872 PEPM vs. $720 
PEPM (10% off the original $800). In this scenario, 
the difference between -10% and +9% is $273,600!

$800 x 1.09 = $872 PEPM
 
$72 PEPM
150 EEs 
12 MONTHS

THE COST OF INACTION

= $129,600 
MORE

have suggests doing so would probably put  
you out of step with your peers.4 Companies 
seem reluctant to ask more from employees 
during these economically difficult times. And 
it's not clear that's a winning strategy if attracting 
& retaining talent is one of your top priorities.5

The budget will be strained somewhere. 
Resources are scarce, as we mentioned earlier. 
There's no way around a $129,600 increase 
having a negative impact on your business.

The Cost of Standing Still 
Compounds Every Year
Albert Einstein is on the record declaring the 
most powerful force in the universe to be not 
gravity, nuclear attraction, or electromagnetism 
- but compound interest. Anyone with retirement 
assets knows what he meant. And the same fact 
is true of compounding expenses.

https://relentlesshealthvalue.com/episode/ep384-how-shareholders-impact-payer-behavior-exactly-and-specifically-with-wendell-potter


To illustrate, let's return to the example of $800 
PEPM for 150 employees on a health plan. That 
translates to $1.44M in annual healthcare spend. 
If that figure increases 9% each year for 5 years 
(which isn't so unrealistic given the current 
state of our macro-economy), then costs would 
balloon a total of 54% to $2.2 million by 2027!

It's difficult for anyone to appreciate the full cost 
of renewing as-is when you assess year to year. 
This is why the multi-year picture - which we 
show in a chart below - is important to paint.

Notice that we not only portrayed the top line 
growth in expenses, but also compared it to 
what costs could be under a plausible scenario 
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of cost containment. If we stay with the 10% 
savings in 2023 and then project further savings 
of 15% in 2024 before it more or less stays 
constant, the gap becomes apparent before 
long. By 2027, the difference is over a million 
dollars on an annual, forward-looking basis.

These two health plan trajectories are nothing 
alike. "Renewing As-Is" would result in costs 
increasing a total of $2.19M over a 5-year period. 
Then, if we factor in the Opportunity Cost of 
forgone savings from not choosing the cost 
containment strategy (which equals $1.47M), 
we're talking about a net gap of $3.66 million 
over that 5-year timeframe. A truly staggering 
amount and not at all sustainable financially.
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Inaction is Risky Too
The idea we want to leave you with is that you 
can diminish - but never fully eliminate - the risk 
involved in health plan management. Renewing 
as-is can feel reassuring. It can feel like a safe 
course of action that will offer stability and 
predictability.

However, renewing as-is poses its own 
significant risks. Namely, the risks of:

• Uncontrollable cost increases

• Benefit quality deteriorating over time

• Lack of insight into healthcare claims data

• Inability to be flexible and pivot

Choosing the future of your health plan is  
about weighing one set of risks against another. 
It is an unavoidable Risk-Risk Tradeoff.

In our next paper in the Cost of Inaction series, 
we'll delve into some specific risks involved in 
renewing as-is on a fully insured health plan. 
Companies often reflexively renew these types 
of plans because they are "hands off." That's 
understandable, but unjustifiable in the face of 
the shocking cost increases many employer 
groups are seeing in the market right now.

For a group that is large enough to comfortably 
fund its own medical claims, the inaction 
involved in renewing as-is on a fully insured 
health plan is extremely costly. Self-funding 
instead is an active choice that allows you to 
properly minimize both cost and risk. Read the 
next paper in our series to discover why.

SolV is an employee benefits consulting firm 
committed to bringing transparency and truth to 
an industry that has veered far off its path, fueled 
by corporate greed and backroom deals.

We provide clients comprehensive, cost-saving 
employee benefit solutions with expertise, 
excellence, independence, and integrity.
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