
Burden of Obesity to the U.S. Economy

The economic burden to the United States economy 
that results from overweight and obesity is staggering. 
This cost has been estimated at 9.1% of total medical 

expenditures in 1998—the equivalent of $92.6 billion mea-
sured in 2002 dollars.1 This does not account for indirect 
costs of obesity associated with disability and lost produc-
tivity; these are equal to, if not greater than, direct medical 
costs. In 2006, Loeppke et al.2 estimated that health-related 
productivity costs associated with a broad range of diseases 
and health conditions, including obesity, were four times 
greater than direct medical and pharmacy costs. 

Relevance to Employers
The current epidemic of obesity 

and associated chronic diseases has 
led to ever-higher insurance premi-
ums, increased disability costs, and 
lost productivity. Employers, who 
are responsible for providing health 
insurance to almost two-thirds of 
the population under age 65, are 
heavily vested in controlling the 
costs of healthcare. In the face of 
rapidly rising healthcare costs—which represent a 
threat to corporate profitability—they are increasingly 
focused on developing strategies to bring down costs 
by promoting healthy behaviors that reduce risk fac-
tors for, and the prevalence of, chronic diseases in the 
workforce.

Reality Coalition
In an effort to engage corporate leaders in the fight 

against the rising cost of obesity and its impact on the 
well-being, productivity, and financial performance of 
working Americans, the Reality Coalition (see sidebar) 
is supporting an initiative called “Making Obesity Every-
body’s Business.” This paper provides a framework for 
understanding the role of the employer in combating the 
epidemic of obesity, and represents some of the key find-
ings of the Reality Coalition’s initiative, “Making Obesity 
Everybody’s Business.” 

Making Obesity Everybody’s 
Business: What is the 
Employer’s Role?
David Blackburn, MALD
Nutrition & Health Partnership, Inc., Arlington, MA

David Blackburn, 
MALD

DOI: 10.1089/obe.2008.0205 © Mary Ann Liebert, Inc. August 2008   Obesity Management  169

The Reality Coalition is a group of renowned experts on obesity, 
nutrition, diabetes, and health care policy who share the common 
goal of advancing realistic approaches to weight loss to improve 
public health. The Reality Coalition was launched in 2006 and 
is supported by an educational grant from GlaxoSmithKline 
Consumer Healthcare. The Coalition developed a white paper 
entitled “Help Not Hype: Getting Real About Weight Loss” 
(published in Obesity Management, February 2007), which was 
introduced in partnership with the Federal Trade Commission at 
the Obesity Society Annual Meeting in October 2006. As part of 
its commitment to changing the national weight loss dialogue 
and broadening its sponsorship base, the Coalition invites 
business leaders and those from public, private, professional, and 
nonprofit groups to partner in this work. For more information, 
go to the Reality Coalition website at www.lfhp.net/clients/
HealthStar/reality_coalition/index.html.
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Fragmented U.S. Healthcare System
As with any complex problem, such as the role of 

employers in addressing obesity in the workforce, it is 
necessary to consider the bigger picture. A defining char-
acteristic of the U.S. healthcare system is its highly frag-
mented nature: in 2005, national healthcare expenditures 
of $2 trillion were shared by employers, federal, state, 
and local governments, and by consumers. Government 
shouldered the majority of the burden, paying for approx-
imately 39% of the total health care bill. Consumers paid 
31%, and employers 26% (Figure 1).3 

A different picture emerges if we look at the 2006 
U.S. healthcare landscape in terms of individuals cov-
ered by the different providers of health insurance. 
Whereas employers only accounted for 26% of overall 
healthcare spending,3 employer-sponsored health insur-
ance provided coverage for 177 million people, or over 
70% of the population with health insurance (Figure 
2).4 Federal, state, and local governments accounted for 
39% of total healthcare spending,3 but provided health 
insurance to a proportionately smaller percentage of 
the population through Medicare (40 million people) 
and Medicaid (38 million people), and other govern-
ment health plans provided health insurance coverage 
to approximately 30% of the population with health 
insurance.

Disincentives Resulting from 
Fragmentation

The highly fragmented nature of the U.S. healthcare system 
results in two important disincentives for employers to fund 
programs aimed at preventing and treating chronic diseases. 
First, much of the cost of obesity and its associated chronic 
diseases are incurred later in life, after individuals have left the 
workforce. There is, therefore, less of an incentive to prevent 
or treat obesity while an individual is employed. 

Second, the benefits of obesity prevention and treatment 
are perceived to accrue over a time frame longer than the 
average length of employment which reduces the incen-
tive to provide obesity treatment and prevention services. 
While turnover varies widely by industry sector, the aver-
age U.S. rate of annual employee turnover for all sectors 
was approximately 40% between 2001 and 2006.5 This 
implies that the average employee changes companies 
every 2.5 years, and therefore, many employers feel that 
any investment in the health of the employee will only 
accrue to future employers.

An Inescapable Problem
In spite of such disincentives, the magnitude of the 

rising healthcare cost crisis demands attention:

Figure 1. Percentage of 2005 national health care expenditures ($2 tril-
lion) paid by government, employers, and consumers. Adapted from the 
California Health Care Foundation, U.S. Health Care Spending Quick 
Reference, 2006.
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Figure 2. Insurance coverage (in millions of people) provided by 
employers and government. Data derived from the U.S. Census Bureau 
Current Population Survey, Annual Social and Economic Supplement, 
2007.
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•  Total national health expenditures rose by 6.7% per-
cent in 2006, or twice the rate of inflation;6

•  Annual healthcare spending has increased approximate-
ly 2.4 percentage points faster than GDP since 1970;7 

•  Premiums for employer-based health insurance rose 
by 6.1% in 2007;8 and 

•  The average employee contribution to company-
provided health insurance increased more than 143% 
from 2000–2003, while average out-of-pocket costs 
for deductibles, medication copayments, and coinsur-
ance for physician and hospital visits rose 115%.9 

Health insurance expenses are the fastest-growing cost 
for employers, and unless something changes dramatically, 
they may outpace profits. No one questions that one of the 
principal causes of growing healthcare costs is the rising 
prevalence of obesity and its associated diseases. This is a 
trend that is likely to accelerate with the aging of the baby 
boomers. The growing prevalence of obesity in children 
will also result in greater prevalence of chronic diseases 
earlier in life, especially during working years—a shift that 
will further contribute to rising healthcare costs. 

Cost of Obesity to Employers
Obesity is a significant subset of total healthcare costs. 

Finkelstein et al.10 have estimated that female employ-
ees with class II obesity cost $2,485 per year more than 
their normal-weight counterparts. An internal study by 
Blue Cross Blue Shield of North Carolina found that 
approximately 55% of its 3 million members were either 
overweight or obese, and that average claims for these 
individuals were, respectively, 18% and 32% higher 
compared to normal-weight members.11 A recent analy-
sis from Duke University Medical Center has found that 
obese workers filed twice the number of workers’ com-
pensation claims, had 7 times higher medical costs from 
those claims, and lost 13 times more work days due to 
work injury or illness than their nonobese coworkers.12 

Health Management in the Workplace

In the face of unsustainable increases in healthcare 
costs, employers are implementing a wide range of initia-
tives to address obesity in the workforce. To provide a 
forum for business leaders, healthcare professionals, and 
policy makers to discuss strategic initiatives, the Reality 
Coalition held a recent symposium entitled Making Obe-
sity Everybody’s Business. The symposium was hosted 
by the Institute of Medicine at the National Academy 
of Sciences, in October 2007. David Satcher, M.D., the 

sixteenth U.S. Surgeon General, provided the keynote 
address, and experts from business and academia shared 
their experience and insights on the topic of obesity man-
agement in the workplace. (An archived webcast of this 
symposium can be found at: www.videonewswire.com/
event.asp?id=43012.)

Employer interest in promoting health among employ-
ees to manage healthcare costs is not a new idea—work-
site wellness programs date back to the early 1970s, and 
almost all large companies offer some form of health 
promotion program. However, we have reached a critical 
juncture where employers must use more aggressive tac-
tics to reduce healthcare costs. 

Until now, worksite wellness programs have typically 
offered some assortment of health risk assessments, health 
fairs and screenings, discounts to health clubs and Weight 
Watchers® programs, onsite fitness facilities, walking 
groups, health education, and so forth. More recently, 
many companies have started to address the work envi-
ronment, introducing, for example, healthy catering poli-
cies or low-calorie/healthy choices in the cafeteria and 
vending machines. 

All of these approaches remain important tools in the 
effort to promote employee health, combat obesity, and 
reduce health care costs. In and of themselves, however, 
they have not produced a level of behavior change suf-
ficient to lower healthcare costs. We are entering an era 
of more aggressive tactics to address obesity and its asso-
ciated healthcare costs; an era of direct financial incen-
tives/disincentives reflected through health insurance 
premiums, and expanded employee benefits that include 
more intensive and comprehensive weight management 
programs.

Laurel Pickering, M.P.H., is the executive director of 
the New York Business Group on Health (NYBGH), 
which represents over 150 large- and medium-sized 
area companies. At the October 2007 Reality Coalition 
symposium, she shared findings from recent research 
among a cross sample of NYBGH members. It showed 
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a strong consensus on the negative impact of obesity on 
corporate profitability due primarily to rising healthcare 
costs, increased disability, absenteeism, and presentee-
ism. While there is agreement that the problem requires 
aggressive action at the highest levels of corporate man-
agement, there is, at the same time, the strong sense that 
the lack of data on cost-effective interventions is a major 
obstacle to the introduction of company-funded obesity 
treatment programs. 

Examples of Employer Initiatives 
to Address Obesity 

In the absence of a strong evidence base for cost-
effective, employer-sponsored obesity prevention and 
treatment programs, employers are experimenting with a 
wide variety of approaches. Companies that are more ori-
ented toward health and weight management as a personal 
responsibility seek to influence healthy behaviors through 
financial incentives or disincentives linked to health 
insurance premiums, bonus payments, or penalties. In a 
2008 report undertaken by Watson Wyatt and commis-
sioned by the National Business Group on Health titled, 
“The One Percent Strategy: Lessons Learned from Best 
Performers” it found that 31% of the 453 large employers 
surveyed, representing 8.3 million employees, offer finan-
cial rewards for health status factors while 6% penalize 
employees for poorly managing their health conditions. 
A growing percentage of employers reported that they 
are more likely to use penalties in the next 2 years. Other 
companies provide behavior change and health manage-
ment programs and services to their employees as part of 
their overall benefits package, while still others adopt a 
combination of these approaches. 

These initiatives represent a fundamental shift in which 
employers are moving beyond their historic, passive role 
as mere payers of health insurance premiums to a much 
more proactive stance whereby the goal is to directly 
influence employees’ health behaviors. The following 
examples provide a brief overview of different approach-
es. These descriptions are in no way comprehensive; they 
simply provide a small sample of different strategies.

Mayo Clinic
The Mayo Clinic in Rochester, New York, provides 

health care to its 30,000 staff members and approximately 
46,000 dependents. The cost in 2006 was approximately 
$316 million out of total revenues of $4 billion. As part of 
its employee health management strategy, the Mayo Clin-
ic conducts annual Health Risk Appraisals (HRA). Results 
from the most recent HRA reveal that 87% of employees 

are at risk for poor nutrition, 67% for inadequate physical 
activity, 66% for overweight or obesity, 41% for hyper-
tension, 33% for stress, 26% for high cholesterol, and 8% 
for tobacco usage. Over 68% of all employees have four 
or more risk factors, and the company estimates that over 
50% of its health care expenditures are for diseases that 
could be prevented.

As a leading provider of health care in the United 
States, the Mayo Clinic has a longstanding commitment 
to promote employee health. Like many employers, its 
health promotion strategy has included brown-bag health 
education series, walking areas, healthy catering policies, 
health newsletters, programs for emotional health, and 
online coaching. In recent years, however, the Mayo Clin-
ic has concluded that these efforts alone were insufficient 

to produce significant improvements in employee health. 
Over the past 3 years, the Mayo Clinic has embarked on 

a much more aggressive health promotion campaign. To 
mark the start of this initiative, it created a Health Promo-
tion Committee (HPC) and charged it with directing the 
development, coordination, and outcome assessment of 
all health promotion activities. This Committee has total 
support and commitment at the highest levels of manage-
ment—a factor critical for success. 

A state-of-the-art wellness center for employees—the 
Dan Abraham Healthy Living Center (DAHLC)—is the 
centerpiece of Mayo’s new health campaign. Targeted 
to sedentary employees, the Center promotes the five 
principal pillars of health: aerobic fitness, healthy nutri-
tion, weight management, musculoskeletal conditioning, 
and stress management. The DAHLC, which has pro-
grams on par with the most exclusive health centers in 
the world, addresses the principal obstacles to employee 
participation: lack of time and motivation, intimida-
tion, parking, childcare, and affordability. It offers 110 
classes per week, women-only exercise areas, a healthy 
food cafeteria, take-home health foods, a demonstration 
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obesity and associated 

chronic diseases has led 
to ever-higher insurance 

premiums, increased disability 
costs, and lost productivity.
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kitchen, a farmers market, weight management programs, 
meditation rooms, and other health-promoting facilities. 
The Mayo Clinic funds 57% of operational costs to keep 
membership fees low. The monthly fee of $25 is on a 
sliding scale; if an employee uses the center an average of 
at least 10 times per month over a 3-month period, it falls 
to only $10 per month over the next 3 months. 

Since its opening in August 2007, the DAHLC has 
experienced a 50% growth in membership and a fourfold 
increase in daily utilization. The original estimates were 
that 900 employees would join in the first 3 months; cur-
rently, the facility is serving approximately 3500–4000 
people daily, many of whom are new to wellness and 
fitness activities. Exercise classes and programs are at or 
near capacity, and the demand for the weight manage-
ment, healthy cooking and retreat services is impressive. 
The DAHLC is viewed with pride by employees and has 
come to represent much more than a strategy for manag-
ing health care costs. It has become the flagship for a cor-
porate culture of health. As stated by the directors of the 
DAHLC, Dr. Kerry Olsen and Beth Warren, “We have 
established a safe place for people to learn and practice 
healthy living. We’ve created the third space in people’s 
lives—they have home, they have work, and they have 
this amazing place fondly referred to as Happy Dan’s.”

Hannaford Brothers
Hannaford Brothers is a Maine-based supermarket 

chain that employs over 26,000 associates in 150 stores 
in New England and New York. As the U.S. subsidiary 
of the European holding company, the Delhaize Group, 
Hannaford must compete for capital with its European 
counterparts, which typically have much lower health-
care costs. The mandate from the parent company is to 
increase effectiveness of employee health programs with 
existing resources. 

As part of its health risk assessment (HRA) program, 
Hannaford Brothers has determined that employees at high 
risk of depression have 70% higher healthcare costs than 
those with lower risk; likewise, those at risk for stress, 
hyperglycemia, or obesity have, respectively, 46%, 35%, 
and 26% greater healthcare costs than those who are not 
at risk. Over 70% of Hannaford employees have three or 
more risk factors. Confronted with this situation, Han-
naford has introduced a financial incentives program to 
promote healthy behavior: employees who complete an 
annual HRA, along with their dependants, receive $20 per 
week for the entire year. They also need to be nonsmokers 
(or part of a smoking cessation program), and participate in 
a risk factor reduction program (if one exists for the given 
risk). The company has also introduced a nurse on the staff 
of every supermarket to provide individual guidance.

The results of this holistically oriented program have 
been overwhelmingly positive, as evidenced by a reduc-
tion in risk factors in all major categories. The company 
has concluded that if employees have the right information, 
the right financial incentives, and a supportive environ-
ment, then behavior change is possible. Hannaford projects 
that if it is able to move all employees with three or more 
risk factors into a category with two or less, it will reduce 
health care spending by 25%. The current strategy has been 
embraced by senior management, and has evolved from 
being evaluated strictly in terms of return on investment, to 
being assessed by measures that gauge employee satisfac-
tion and the creation of a culture of health.

Microsoft
Microsoft has adopted a somewhat unique approach by 

creating a weight management benefit available to any 
employee or dependent with a BMI greater than 30 or 
a BMI of 27 with at least two obesity-related comorbid 
conditions. Microsoft pays 80% of up to $6000 for preap-
proved, multidisciplinary programs involving personal 
training, behavioral and nutritional counseling, support 
groups, and medical supervision. Pharmacologic thera-
pies, however, are not included. 

The program was first offered to employees at the 
Redmond, Washington, headquarters as a pilot in collabo-
ration with Microsoft’s third-party health plan adminis-
trator, Premera. By examining claims data, the company 
demonstrated a 1:1 return on investment over a 2–3 year 
period, principally by reducing prescription medication 
usage, medical visits, and hospitalizations. As was the 
case with the previous two companies, the healthy living 
programs were more than just a strategy to reduce health-
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care costs or achieve an acceptable return on investment. 
Rather, the efforts symbolized corporate commitment to 
its employees’ health, and served as the cornerstone of an 
overall strategy to promote goodwill and satisfaction.

Blue Cross Blue Shield of North Carolina
Blue Cross Blue Shield of North Carolina has adopted one 

of the most proactive programs for addressing obesity among 
its members. Participating members are eligible for four phy-
sician office visits for obesity follow-up, six medical nutri-
tion therapy visits without copayments or coinsurance, and 
pharmacy coverage for approved weight loss drugs, when 
necessary. The company provides members with tailored 
obesity prevention and self-management program materi-
als based on member risk factors and readiness to change. 
Blue Cross Blue Shield of North Carolina also launched 
Online Healthy Living Programs offering members access 
to a series of self-directed programs to help manage fitness, 
nutrition, weight loss, and smoking cessation efforts.

To date, 47% of program participants have lost an aver-
age of 9.5 pounds. Seventy percent of program participants 
reported better eating habits and 59% reported becoming 
more active. Seventy-six percent of enrolled members also 
reduced high blood pressure or pre-high blood pressure.

UnitedHealthcare
UnitedHealthcare has opted for a different approach, 

seen as the latest move in a growing effort by some 
employers to have workers pay more toward healthcare 
costs and take a greater individual responsibility for their 
own health. UnitedHealthcare recently began offering 
the new policies to midsize employers in Rhode Island, 
Pennsylvania, Ohio, and Colorado, and may launch their 
program nationwide next year. 

Employers offer a high-deductible insurance plan through 
UnitedHealthcare, such as a policy that requires single work-
ers to pay their first $2,500 in annual health costs before 
insurance kicks in; families, $5,000. Workers who want to 
lower their annual deductible can volunteer to have blood 
tests and other evaluations once per year to see if they smoke 
and if they meet target goals for blood pressure, cholesterol 
and height:weight ratio. For each of the four goals they meet, 
workers will qualify for a $500 credit as individuals or 
$1,000 as families toward the deductible. If they qualify for 
all four goals—and United estimates that few will initially 
meet all four—their annual deductible would fall to $500 
for individuals or $1,000 for families. The primary aim is to 
reward individuals for health results, not just actions.

However, this type of approach has attracted some 
criticism from a number of observers who feel that is 
discriminatory. There is also concern that employees will 
be unable to access programs that will help them modify 
their high-risk behaviors.

Looking Forward
The problem of obesity in the United States is one of the 

most pressing public health issues facing the country. Health-
care costs are rising at unsustainable rates that threaten the 
competitiveness of the U.S. economy. The magnitude of the 
problem requires long-term, concerted efforts from all sectors 
of society. The workplace represents a critical area or focus 
given the prevalence of employer-sponsored health insurance. 
This role, however, must be seen within the broader context 
of a national public health agenda that can only succeed with 
broad-based support from all sectors of society

Industry–government collaboration is particularly 
important given the fragmented nature of U.S. healthcare 
and the need to provide employer incentives to create 
weight management benefits. An example of potential 
government action can be found in the recent Senate bill 
1753: Healthy Workforce Act of 2007, introduced by 
Tom Harkin. It amends the Internal Revenue Code to 
allow employers a 50% tax credit for the cost of provid-
ing employees with a qualified wellness program.

For employers to be effective, there is a clear need for 
more rigorous outcome data on the cost effectiveness of 
different health management approaches in the workplace. 
As part of this process, it is necessary to reframe the ques-
tion of what constitutes a cost-effective weight manage-
ment program by broadening the definition to consider 
not only absolute weight loss, but also how the promotion 
of healthy behaviors has a positive effect on a company 
in terms of reductions in medical, disability and workers’ 
compensation claims, absenteeism, presenteeism, employee 
turnover, and improved overall job satisfaction. 

Industry-government 
collaboration is particularly 

important given the 
fragmented nature of 

U.S. healthcare and the 
need to provide employer 
incentives to create weight 

management benefits.
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In the business community, there is the widespread 
perception that weight loss programs are not successful 
because of the high rates of recidivism. While there is no 
doubt that producing behavior changes that result in long-
term weight loss is a challenge, this perception eclipses 
the very significant health outcomes that can be achieved 
with modest losses of 5%–10% of body weight.13 

The Diabetes Prevention Program (DPP) provides an 
excellent example of how a relatively low-cost lifestyle 
intervention can achieve a modest weight loss and have 
very significant health outcomes.14 In this study, all sub-
jects had impaired glucose tolerance. Those in the control 
groups received standard dietary and exercise informa-
tion, and took either 850 mg of metformin, an oral dia-
betes drug, or a placebo. Those in the intervention group, 
who received intensive counseling on effective diet, 
exercise, and behavior modification, reduced their risk 
of developing diabetes by 58%, regardless of gender or 
ethnicity (the metformin group reduced their risk by only 
31%).14 Researchers believe that weight loss—achieved 
through better eating habits and exercise—reduces the 
risk of diabetes by improving the ability of the body to 
use insulin and process glucose.

Trials like the DPP provide compelling evidence in 
support of lifestyle interventions for health improve-
ment. However, subsequent studies must translate these 
outcomes into tangible reductions in medical expenses so 
that programs can be justified on a return on investment 
(ROI) basis. These evaluations must consider the indirect 
benefits associated with lifestyle and weight loss pro-
grams, such as increased worker productivity, employee 
satisfaction, and lower turnover—variables that may 
be even more important than medical costs alone. Most 
employees view health insurance as the most important 
benefit they receive, and value employment-based health 
benefits above the actual dollar amount that employers 
pay toward the coverage.15 In an online survey commis-
sioned by the Reality Coalition, two thirds of 500 mem-
bers of the Synovate Global Opinion Panel (SGOP) report 
that they are interested in employer-sponsored weight 
control programs.16

As employers develop, implement, and evaluate creative 
strategies for addressing obesity and chronic diseases in 
the workforce, benefits will accrue to all parties. These will 
include benefits from improvements in health and productiv-
ity, and reductions in healthcare costs. The Reality Coalition 
intends to continue its support for the initiative, “Making 
Obesity Everybody’s Business,” by serving as a resource 
to business leaders on the most effective, evidence-based 
approaches to obesity and weight management, and by 
providing a forum for private, public, professional, and non-
profit groups to share evolving best practices.  ■
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