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Q1:
Larry, in your
experience,
what are the

most effective types of
incentives?
CHAPMAN: Cash is king.  With working
populations, usually a cash incentive
will draw the highest participation.  If
the cash incentive can be in a tax-
advantaged form, it becomes even more
powerful because you won’t have to
back out any of the normal taxes or
government withholdings.  Cash in a
tax-advantaged form is a tremendous
incentive to engage employees in well-
ness initiatives at the workplace.  

Q2:
When you
talk about a
tax-advan-

taged format, what does that
mean exactly? 
CHAPMAN:  To put cash in a tax-advan-
taged form usually means that you link it
to part of the employee benefit structure.
You can link it to things like flex plans,
flexible spending accounts, 401k pro-
grams, employee stock options, or any
kind of consumer-driven health plan that
happens to be in place at the company.
Probably the most typical way to use a
cash incentive in a tax-advantaged form
is to offer employees a health insurance
premium reduction—a model where

employees pays less for health insurance
if they’ve completed a high risk appraisal
and/or participated in some other ele-
ment of a wellness program.

Q3:
Is setting up
tax-advan-
taged incentive

programs a difficult thing for
wellness practitioners to do?
CHAPMAN: Usually it’s not that compli-
cated. Many in the benefits community
have either come across this idea, read
about it, or know of a colleague who’s
doing it, so it’s pretty easy to put these
tax-advantaged, benefit incentives into
place.  Keep in mind that all the things
I just mentioned (401 K plans, premi-
um payments, flexible spending
accounts, etc.) are probably set up with-
in the organization anyway and, regard-
less of whether you have wellness incen-
tives or not, you’re still providing the
health plan, providing a dollar premium
expectation for it, and getting employ-
ees to pay for a portion of it.  

So, as you can see, many of the nuts
and bolts of actually putting these tax-
advantaged incentive forms in place
are becoming much more ordinary
and conventional in the modern work-
place.  That doesn’t mean you’ll be
able to set something like this up in an
afternoon—I suggest that wellness
professionals begin to partner with
other people, such as benefits man-
agers, in the organization that also
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have an interest in helping employees
be healthy and productive.

Q4:
Now that we
know a little
more about

using tax-advantaged incen-
tives, let’s talk about imple-
mentation.  What are employ-
ers actually incenting employ-
ees to do?  Complete an
HRA? Participate in a pro-
gram, Achieve a certain level
of wellness?

CHAPMAN:  Actually all three.  Employers
will typically offer incentives in three
areas, and you just touched on all of
them.  The first area where employers
will typically offer an incentive is for
completing a health risk appraisal
(HRA).  Next, some employers will
offer an incentive for participation in
wellness programs and activities, and
finally, some employers  offer an incen-
tive for “wellness achievements,”—basi-
cally this means they reward employees
for maintaining a level of fitness or par-
ticipating in programs designed to help
them improve at-risk status. 

Q5:
When it
comes to
these incen-

tives, how much money are
we talking about?  How
much has to be on the table
to get a decent participation
rate in all three areas—HRA
completion, participation,
and wellness achievement?

CHAPMAN:  That’s a good question.  Let’s
address each area separately, starting
with HRA completion. I should men-
tion first that, before incentives come
into play, oftentimes you can get fairly
high percentages of an employee work
group to complete an HRA if you offer
the HRA during an orientation work-
shop where employees receive a descrip-
tion of the wellness program and what
it’s intended to do. Some organizations
have achieved good participation rates
by doing the HRA during this orienta-
tion—not offering an incentive at all. 

If you can’t make the HRA part of
employee orientation or the health
benefits enrollment/re-enrollment
process, then you’ll probably want to
look at using a premium discount to
get a higher percentage of people to
complete the HRA. Basically this
means that, if an employee completes
the HRA, they’ll contribute less out of
their paychecks to have health plan
coverage for themselves and their fami-
ly.  Some organizations have taken this
route, reducing contributions several
hundred dollars, and they’ve seen great
results with responses in the low 80%. 

If an organization doesn’t want to
use this reduced premium strategy,
they might want to try providing a
check or coupon to the individual
upon their completion of the health
risk appraisal. This check usually
comes attached to their personal
health report.  As far as amounts go—
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will be most effective for your population. 

You’ll want to make sure the goods you select 

to use as incentives are valuable to everyone, 

especially those most at-risk.”
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we’ve experimented with everything
from $5 up to $500.  Ultimately we’ve
discovered that $25 is about the right
amount to offer as an incentive.  The
increase in participation is not dramat-
ically improved by offering more.  We
have a client, for instance, that have
110,000+ people involved in the
HRA, and they have consistently
achieved a 65-74% completion rate
offering a $25 incentive. 

What it boils down to is that you
can expect about two-thirds of your
population—maybe a little more—to
complete the HRA if you give them a
$25 incentive. You’ll always want to
remember, though, that, once you put
the money on the table, it is very hard
to take that money off the table—it’s
something you’ll have to live with in
the years ahead. 

Q6:
That’s great
information
on HRA

participation.  Now, once
employees have completed the
HRA, what are the most pop-
ular ways to then incent them
to participate in various well-
ness programs?

CHAPMAN:  Really there are two kinds of
participation incentives. The first is
using merchandise or material goods to
incent people to participate in a pro-
gram—be it a workshop, a lunch-and-
learn session, fun run, or any other type
of program. The material goods can be
anything from program identity-related
goods that feature the employer’s name,
to items that have value to the individ-
ual, like an emergency kit for vehicle
breakdowns, etc. Usually, if you have a
large population, you’ll want to do some
market research on which goods will be
most effective for your population.
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You’ll want to make sure the goods you
select to use as incentives are valuable to
everyone, especially those most at-risk.

The second type of incentive is simply
a coupon that has merchandise as its
endpoint—meaning the coupon allows
the employee to choose a specific piece
of merchandise that appeals to them.
This type of incentive seems to bring
with it a higher degree of “motive
force.”  Motive force is a term that refers
to the power of the incentive program
to stimulate a behavioral response. 

Q7:
Very interest-
ing. So we’ve
covered

incentives for both HRA com-
pletion as well as program par-
ticipation.  You also mentioned
incentives for wellness achieve-
ment.  What does that entail?

CHAPMAN:  Incentives surrounding well-
ness achievement are somewhat rare,
although they are becoming more com-
mon in progressive workplaces. These
types of incentive programs essentially
offer a larger incentive reward for success
in continuous and long-running work-
site wellness programs.  With these pro-
grams you can use internally-defined
wellness criteria to determine if an

employee is eligible for the incentive—
be it cash, a premium reduction, or
other form of incentive. 

The wellness criteria might be some-
thing like wearing (or planning to wear)
a seatbelt.  It could be tobacco-related,
meaning that an employee has (or plans
to) quit smoking or using tobacco. 

You can also use wellness achieve-
ment criteria that are attached to pro-
gram participation. For instance, you
can connect wellness achievement to
participation, requiring employees to
attend at least three different wellness
program events during the year.
There’s a lot you can do when it
comes to developing criteria for
employees to meet in the area of well-
ness achievement.

I usually tell people that if they’re
going to use criteria to qualify employ-
ees on wellness achievements, they’ll
want to make the potential reward
fairly large. You can do that by putting
a “differential tier” into your health
insurance premium discount. For
example, you might give people a
$300 discount on their health insur-
ance premium contribution if they
complete the HRA.  Then, at the next
“tier,” if an employee also meets 8 out
of 10 wellness achievement criteria,
they can potentially get—instead of
just a $300 discount—a $600 or $900
discount. So the ability to create a
larger magnitude award is very impor-
tant when considering wellness
achievement incentives.  

Here’s an important piece—one
that is surrounded by some degree of
confusion in the field of health pro-
motion.  You can use biometric data—
things like cholesterol levels, blood
pressure, and percent body fat—as cri-
teria in an incentive system, as long as
you also allow people to gain the
reward by simply participating in the
program to meet that requirement.

“I’d recommend that most employers not worry 

too much about things like biochemical verification 

on tobacco use—it’s probably not worth the money 

and the effort, and the psychological and cultural

effects can be negative.”



Basically that means you must place
the same value on just participating in
the program as you do on actually-
meeting the biometric criteria.

Q8:
What is the
best way for
the wellness

practitioner to verify that
employees are actually meet-
ing the wellness criteria?
What I’m asking is this: how
can practitioners keep
employees honest in a self-
report system like this?

CHAPMAN:  First of all, I tell people they
shouldn’t plan on verifying every piece of
data.  Sure, you’ll want to be able to eval-
uate some things, but you’ll be relying to
a great extent, on the honor system.
When I mention this to employers, I’ll
also talk a little bit about creating a cul-
ture where that honor system is suffi-
cient to prevent a large proportion of
employees from using the incentive sys-
tem for personal gain.

There are several ways to do this,
but one of the ways is to establish

what I call “sentinel features,”—fea-
tures that cause people to think, “I’d
better not cheat because somebody
might find out if I report something
that’s less than the truth.”  You can do
this by requiring that the individual
submit a form listing the criteria they
met during the incentive period.  At
the bottom of this form you would
include text stating that all items will
be reviewed and verified, and if any-
thing is found to be incorrect, the
individual will have to return the
incentive they received.

Q9:
In the well-
ness achieve-
ment incen-

tive model, what kinds of cri-
teria would you attempt to
verify? Let’s say, out of the ten
criteria you pick, three or four
would be verifiable—what
would those be?
CHAPMAN:  First, I’d focus on program
participation—in essence tracking which
employees are attending classes and how
many they have attended.  That’s pretty
simple.  You keep a list of the people
attending various activities, and refer
back to it to verify whether employees
reported their attendance accurately.

Next I’d look at physical activity,
and require employees to turn in a
“playbook” or journal that details their
physical activity throughout the course
of the program. 

There’s an important ppoint I need
to mention here.  I’d recommend that
most employers not worry too much
about things like biochemical verifica-
tion on tobacco use—it’s probably not
worth the money and the effort, and
the psychological and cultural effects
can be negative.  I might, however,
measure for total cholesterol, HDL or
LDL ratios—it’s usually a good idea to
have verifiable biometric data on that. 
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“Some employers might make minimal sick leave days 

one of their criteria for wellness achievement. 

If an employee had less than three sick days 

during the year, they would meet the criteria, 

and wellness practitioners could work with 

the payroll department to verify that.”



Some employers might make mini-
mal sick leave days one of their criteria
for wellness achievement. If an
employee had less than three sick days
during the year, they would meet the
criteria, and wellness practitioners
could work with the payroll depart-
ment to verify that.

Those are some ideas on things you
may want to verify, but I always end
by noting that employers not attempt
to verify everything. Set some patterns
so employees understand that you’re
serious about the program, but in
many categories, you’re going to have
to rely on the honor system.  

Q10:
If an
employer
uses bio-

metric data to evaluate wellness
achievement, the first thing that
comes to mind is HIPAA.  How
does HIPAA fit into all of this?

CHAPMAN:  As I mentioned briefly
before, HIPPA does not preclude the
use of biometric measures, as long as
an individual can attain the same
reward through simple participation.

For instance, an employee with a cho-
lesterol level over 200 who participated
in a cholesterol reduction program
would be treated the same as an
employee whose cholesterol level was
below 200 and did not participate in
the cholesterol reduction program.
And it’s not just cholesterol—you can
use a number of biometric measures
like BMI, percent body fat, and blood
pressure, too as long as you adhere to
the intent of the regulations to allow
participation to qualify individuals for
the incentive reward. 

Q11:
Larry, any
final pieces
of advice

for wellness practitioners as
they begin to modify their
benefit structures and use
incentive programs at the
worksite?
CHAPMAN:  David, I think the final sug-
gestion that I have is simply go slow,
plan your approach carefully and don’t
forget to think creatively about ways to
use incentives to make your wellness
program more effective in meeting the
needs of your population.  
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