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State of employer
health spend for 2027

As health care costs rise, the challenge

of maintaining competitive benefits
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Forces impacting costs

Rising costs aren’t driven by a single factor.
They’re being pushed higher by market
pressures, workforce trends and growing

health complexity. Strategies focused What’s driving costs higher

on affordability, navigation and Employer costs are rising due to a combination of market dynamics,

coordinated care can heIp changing workforce demographics and growing health care complexity.
Many of these interconnected factors amplify one another, creating

counteract those pressures. compounding pressure on employer health care spending.

4. Provider reimbursements

84% of Independent Dispute Resolution (IDR) arbitration
cases have resulted in higher reimbursement amounts,?
contributing to $22.4B in additional health care spending
generated by the No Surprises Act over its first 4 years*

A Specialty and GLP-1 medications

55% of total pharmacy benefit spend came from specialty
medications despite accounting for less than 2% of utilization®

A Behavioral health utilization

117% increase in mental health disorder costs since 2019,
largely driven by anxiety, depression and neurodevelopmental
or behavioral disorders®

A Aging workforce and metabolic risk

93% of adults age 65+ have at least 1 chronic condition®
A High-cost claims

12.9% increase in catastrophic claims costs from 2024 to 2025°
A Complexhealth needs

More people are living longer with chronic and long-term
conditions, increasing demand for ongoing care®

4. Growing condition prevalence among
younger populations
Although Millennials and Gen Z still have lower health care
claims than older generations, their claims are increasing
at a much faster pace®

Costs that often go unnoticed

Beyond the visible drivers, less obvious forces are also pushing costs higher. Unit cost inflation
tied to hospital consolidation and private equity influence, unintended policy consequences,

administrative inefficiencies and regulatory spillover from Medicare and Medicaid can all add
spending pressure behind the scenes. Other hidden pressures include:

Fraud, waste 25 A) of health care spending was identified as wasteful or unnecessary, driven by

and abuse factors such as failures in care delivery or care coordination, overtreatment or
low-value care, pricing failures, administrative complexity or fraud and abuse’

AI'aiﬂZ‘;ﬁd $ ! 3B increase in spending from identifying and documenting additional
9 [ ) billable services and health conditions®



What’s helping lower costs

While many forces are driving costs higher, employers also have
opportunities to help improve affordability. By working with
UnitedHealthcare, the following strategies can work together to lower
health care spending and maximize value to employers and employees.

Affordability initiatives
=$5B in savings generated by Payment Integrity practices for
self-funded clients®

Total cost of care approach
11% average lower total cost of care than national benchmarks'®

Real-time admission notifications
Real-time notifications on 90%+ of national inpatient admissions
help support appropriate care management*

Biosimilars

$568B in health care savings since 2015, including $20B in
2024 alone??

Centers of Excellence (COE)

20-61% savings through COEs, which help identify the best
available care for conditions where protocols and technology
are changing rapidly*®

Integrated benefits
$10 per member per month (PMPM) average drug savings on
the medical plan with integrated UnitedHealthcare Pharmacy*

Whole-person care management

95% of surveyed employers indicated that a whole-person
approach may enhance employee experiences and strengthen
their benefits value proposition®®

“For employers, high-cost claims have been a
part of the overall cost of providing health care
to employees for years. What’s concerning is
that the frequency and size of these claims
have risen rapidly in recent years.”

Jocelyn Herrington

National Spokesperson & Vice President of Strategic Partnerships
Advisory Board




How to withstand the heat

e

Working with a carrier that is driving affordability behind the scenes -
The coordinated work of payment integrity, claims management and
clinical oversight helps keep spending in check and care on track

Focusing on total cost of care - Understanding the true

drivers of spending across the entire system, including every
service, setting and member, enables employers to engage the
right levers to reduce costs. For instance, real-time notifications

on 90%+ of national inpatient admissions help support appropriate
care management.t

Using data and analytics - With the right insights and
expert advice, employers can identify the patterns

that drive spending and take action where it may
make the biggest difference

Employing the right network strategy -
A smart network strategy lowers costs
by connecting members with the right
providers at the right rates, and many
employers are going further with
alternative networks, including more
focused designs that may drive even
greater savings

Refining plan design - Thoughtful changes,
from adjusted cost-sharing to value-based
incentives, give employers a direct way to help
reduce spending by encouraging members to
make more efficient care choices

Implementing clinical and care management programs -
Helping members prevent or manage conditions can reduce
the need for costly complications and hospitalizations that
drive spending

Choosing the right pharmacy management - Optimizing
formulary design, negotiating better prescription pricing
and promoting lower-cost alternatives like generics and
biosimilars can help employers manage costs in one of
the fastest-growing and most complex areas of health
care spend



Learn how UnitedHealthcare is working

for more affordable care —
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