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Introduction

Bill Brubaker in the Washington Post -- June 24, 2003 article “Health Premiums to Jump Again Next Year” writes: Health insurance premiums in the United States are heading up again next year – and sharply, according to a major insurer and new data from large employers.”  Kate Sullivan Health Policy Director for the US Chamber of Commerce states: “2004 could be the first year that we are looking at going over 20% for premium increases, on average for employers of all sizes.” 

Health care and disability costs are on the rise again.  According to the March 6, Chattanooga, Tennessee PRNewswire-Firscall/--Today – “UnumProvident released findings from a comprehensive employer research study providing evidence that 10% of employees – those who file occupational or non-occupational disability claims -- drive 55% of employee medical costs, and up to 66% of all medical, disability, and workers’ compensation costs combined.  The study demonstrates how effective absence management programs can reduce medical costs savings for disability claimants by as much as 40%.”  Each year more than 750,000 American workers experience injuries and illnesses that keep them out of work for five months or longer resulting in direct and indirect costs that can place a severe straining on employers’ financial resources. Statistics indicate that employees are receptive to an environment that supports workplace productivity and that 90% experiencing disability-related absence say that they would like to rejoin the workplace -- if the opportunity were made available.

Wellness programs have become a focal point in major organizations as managers try to control health care costs and improve the well being of their employees.  Managed care plans implemented in the early 1990s helped to control the rising cost of health care.  Organizations continued throughout the mid- to late-1990s to modify health plan designs in an effort to further stem the tide of rising health care costs.  As we entered into the millennium, plan modifications couldn’t keep pace with the tremendous rise in health care costs.  Measures other than plan design have become necessary to control costs.

Studies have shown that wellness programs can reduce health care costs1 and absenteeism rates2 as well as improve employee productivity3.  Additionally, studies have shown promising statistics on return on investment.  For example, a study at Citibank showed that, for every dollar spent on wellness programs, the return was between $4.56 and $4.734.  Additionally, health care expenditures are less for participants in wellness programs than non-participants5.

The rationale for introducing wellness efforts for employees and retirees is based on several factors:

1. Employers must continue to seek ways to reduce future health care costs: 

2. Health care is assuming a greater role in organizational and personal lives.  As individuals and the work force age, we tend to expend greater health care dollars as we seek treatments via the newest high tech methods available.  Hence, we live longer and work longer.

Introduction (continued)

3. We are living in stressful times:  war and economic and organizational uncertainty create tremendous stress.  A recent study in the American Journal of Health Promotion showed that employees at risk for stress and depression expend 46% and 70% higher medical costs, respectively, than those not at risk6.
4. Wellness says employers value their employees (and retirees) and have a concern for their health and well-being.

While Disease and Disability management will manage those employees and retirees already diagnosed with a costly chronic condition, a wellness program with health screenings and self-report health risk assessments coupled with appropriate education/interventions will help reduce risks for people not yet diagnosed with a chronic condition and, hence, not managed by Disease and Disability Management. The following is a likely profile of employees in a typical organization7:


►  Poor exercise habits


►  Former or current tobacco user


►  Extreme weight (either high or low)


►  High cholesterol


►  High stress

There is evidence to support the benefits of wellness programs in lowering health care expenditures and producing a return on investment.  The cost of prevention is less than the cost of treating the disease. 

The Cost Benefit of Worksite Wellness
Today, more than 81% of America’s businesses with 50 or more employees have some form of health promotion program the most popular being exercise, stop-smoking classes, back care programs, and stress management. Most employers offer wellness programs simply because they think the benefit is worth the cost. Yet business leaders continue to ask themselves how to control huge annual increases in health insurance premiums and health care costs.

For many companies, medical costs can consume half of corporate profits or more. Some employers look to cost sharing, cost shifting, managed care plans, risk rating, and cash-based rebates or incentives. But these methods merely shift costs. Only worksite health promotion stands out as the long-term answer for keeping employees well in the first place.

Worksite wellness is health care reform that works. Results from America’s finest companies, summarized here, are reason enough to think about an investment in your most important asset--your employees and the impact this investment can have on your bottom line.

One early study in 1985 found that for every dollar a company invests in employee health programs, $3 to $10 will be returned due to reductions in health care claims. A 1993 study found that worksite intervention health and fitness programs saved $513 per person per year -- including medical claims and decreasing loss of productivity. 8
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Providence Everett Medical Center, a member of the Wellness Councils of America, in Everett, Washington, saved an estimated 3 million or a cost-benefit ratio of 1 to 3.8 over 9 years of an outcomes-based employee health benefit program called the Wellness Challenge®. By offering financial incentives ($250 - $325) to employees who meet specific organizational and employee health initiatives the program continues to meet cost containment expectations in the area of healthcare use, sick time, injuries, while improving health habits and self-care practices. During the first 4 years of the program there was a 28% average reduction in healthcare utilization compared to nine other Providence hospitals that were used as a control group.

DuPont saw that each dollar invested in workplace health promotion yielded $1.42 over two years in lower absenteeism costs at DuPont Co. (Well Workplace Gold in Delaware). Absences from illness unrelated to the job among 45,000 blue-collar workers dropped 14% at 41 industrial sites where the health promotion program was offered, compared with a 5.8% decline at 19 sites where it was not.  Dupont reduced absenteeism by 47.5% over six years for it's corporate fitness program participants. (Human Behaviors, D.W. Edington, Ph.D., March, 1992)

The Travelers Corporation claims a $3.40 return for every dollar invested in health promotion, yielding total corporate savings of $146 million in benefits costs. Sick leave was reduced 19% during the four-year study. In addition to improving the overall health of 36,000 employees and retirees by reducing poor health habits and increasing good ones, The Travelers realized cost savings by decreasing the number of unnecessary visits to a doctor and emergency rooms. In a similar but smaller study, members of a Travelers fitness center were absent from work significantly fewer days than nonmembers.

The Stay Alive & Well program at Reynolds Electrical & Engineering Company, based in Las Vegas, cost $76.24 per employee during the two years it has been in operation. Over half of the 1,600 employees participated (with up to 80% participation rates in the intervention program). Participants significantly lowered cholesterol levels, blood pressure, and weight and experienced 21% lower lifestyle-related claim costs than non-participant. Resulting savings: $127.89 per participant with a benefit to cost ratio of 1.68 to 1.

Superior Coffee and Foods, a Bensenville-Illinois-based subsidiary of Sara Lee Corporation, attributes impressive results to the success of the company’s comprehensive wellness program. Superior showed 22% fewer admissions to a hospital, 29% shorter hospital stays, and 42% lower expenses per admission when comparing costs for this division’s 1,200 employees with costs for other divisions. Long-term disability costs were down by 40%. Superior Coffee and Foods has earned WELCOA’s Well Workplace Gold award.

Duke University --A five-year study on the effects of health promotion programming on absenteeism concluded that participants in the program were absent significantly less than non-participants. The Union Pacific Railroad implemented a medical self-care program and lowered health care costs more than 12 %. Blue Cross of California found that a similar program yielded a 17 % decrease in utilization in a sample of 5,000 fee for service plan users. 

Introduction (cont.)

With medical costs per employee at $6,000, nearly twice the national average, Union Pacific Railroad introduced the concept of personal health management to its 28,000 employees, mostly union and blue collar, in 19 Western and Southern states. Beginning with a modest medical self-care initiative at an annual cost of $50 per person, the program achieved a net savings of $1.26 million. In addition, a voluntary program to help employees lower health risks projected a cost-benefit ratio of 1 to 1.57 after one year. Employees in a treatment group lowered their risk of high blood pressure (45%) and high cholesterol (34%); others moved out of the at-risk range for weight problems (30%); and 21% stopped smoking.
Average medical costs of high-risk Steelcase employees--those whose lifestyles include two to four health risks such as smoking, little exercise, overweight--are 75% higher than those of low-risk employees. But high-risk employees at this Grand Rapids, Michigan-furniture manufacturing company who improved their health habits through the company’s health promotion program and became low risk cut their average medical claims in half thus lowering their medical insurance costs by an average of $618 per year. If all high-risk employees (20% of the total employee population) in one location changed their lifestyles to become low risk, the projected savings could total $20 million over three years.  The Steelcase study that correlated health risk and lifestyle assessments with medical claim costs showed that employees who were high risk in 1985 but had shifted to a low risk profile by 1998 had much lower medical claims from 1988-1990. Average annual claims went from $1,155 to $1,677. Medical claims remained approximately the same for low risk employees in both 1985 and 1988. But those who went from low risk to high risk in the same period saw their medical claims climb from $655 to $1,513.  

Ten years into a 20-year study of Steelcase Inc, a conducted by the University of Michigan, the following results were evident -- high-risk employees who dropped to low-risk through participation in health and fitness programs at work decreased their average annual medical claims by 54 percent. In contrast, high-risk individuals who remained high-risk increased their costs by 26 percent. And low-risk employees who became high-risk increased their annual claims by 130 percent.
Employees at Berk-Tec, a small manufacturing company in Lancaster County Pennsylvania, learned self-care techniques and lowered their company’s health care costs in one year. By using a self-care guide, the 938 employees and their family members made smart medical decisions and saved $21.67 per employee and dependent -- a nearly 18% reduction in costs. By combining reductions in doctor visits and emergency room use, the company saved $39.06 per employee a 24.3% decrease in costs over the previous year.

A medical claims-based study of 72,000 people insured through 285 Wisconsin school districts found a lower demand for medical services among those with access to disease prevention and self-care programs. Reductions in medical services results in savings for the Wisconsin Education Insurance Group of as much as $4.75 for each $1 spent, higher savings were found in the group receiving access to a 24-hour phone-based nurse advice line, a self-care reference book, and health education materials.

Introduction (cont.)

With lower health care claims, medical costs decreased 16% for employees in the City of Mesa (Arizona) who participated in the comprehensive health promotion program. The city realized a return of $3.60 for every dollar invested in the health of city employees.

With savings estimated to be as high as $8 million, the California Public Employees’ Retirement System sent its 55,000 retirees a health risk appraisal followed, in some cases, with individualized reports and letters and self-care materials to encourage change and help reduce health risks among retirees and at the same time reduce the health care claim costs. In another study, Bank of America retirees in California who chose the full health promotion and demand reduction program showed a decrease in total direct and indirect costs of 11% compared with an increase of 6.3% for those who completed only a simple health questionnaire.

To prevent back injuries among its employees, a county in California targeted white- and blue-collar workers, offered classes and fitness training. As a result, there was a significant increase in employee morale, reduced worker’s comp claims, medical costs and sick days related to back injuries producing a net cost-benefit ratio of 1 to 1.79.

Sunbeam/Oster Company instituted a wellness program for pregnant employees and reduced maternity related health care costs to $3,500 per case from $27,000. The members who participated in a fitness program at General Electric reduced their health care costs by 38 % in an 18-month period, while non-members' health care costs increased by 21 %. 

A 1995 study, "Health Risks and Their Impact on Medical Costs" performed by Milliman and Robertson found dramatic differences in health care expenditures comparison between those at low risk and moderate risk. The study found dramatic cost differences between those at low risk versus those at elevated risk from a wide range of behaviors. Smoking, weight control, exercise, alcohol use, driving habits, eating habits, stress, mental health, cholesterol and blood pressure all increase costs per individual from 10 % to 30 %. 


CIGNA’s Healthy Babies prenatal program delivered an average savings of $5,000 per birth by providing expectant mothers with educational materials and rewarding early and regular prenatal care. And 80% of participants had normal births without complications compared with 50% for non-participant. CIGNA is a member of the Wellness Councils of America.
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According to Association for Worksite Health Promotion, nationally, employers devote approximately 95% of health benefit expenses to treating illness. In contrast, (with statistics from William M. Mercer, Inc.) only 15% of the working age population is ill at any time and the remaining 85% are either well (20%), or at risk of developing future illness (65%). They site these statistics to underscore their belief that "there is an imbalance between the proportion of employees needing health promotion services and the level of investment in such activities by employers".

It is no surprise that our clients are interested in identifying what is driving costs in their covered populations and implementing targeted programs to manage risks and reduce health care costs and utilization. Our proactive approach to managing health care related costs will identify cost drivers conducive for implementing corrective strategies that reduce costs through achieving optimal health status.  Organizations can save between 10 % or more on medical care expenditures? Birmingham, Ala., realized exactly that type of savings over a five-year period. Medical costs increased from $2,047 per employee to just $2,075, a 1.4 % increase over the course of the five years compared to 11 to 14 % increases for other employers in the area.  With the appropriate design and management support the blueprint for Health Management can include the following benefits and more: 

· Lower Health Care Costs
· Reduced Absenteeism
· Positive Increase in Production and Performance
· Reduced Usage of Health Care Benefits
· Reduced Works Compensation Claims
· Reduced On The Job Injuries
· Reduced Disability Management Costs
· Increased Company Morale
· Increased Employee / Employer Loyalty

We are pleased to provide the following although not limited to -- further references and evidence that Health Management and Wellness Works.  Ms. Foust is the recipient of the Association for Worksite Wellness’ Leadership Award for her work in the field and outcomes achieved as well as other awards for work in Disease and Maternity management -- and Human Performance (Productivity).  Zoe Consulting, Inc. are health management specialists consulting to cost-effectively achieve optimal organizational and individual outcomes in: health & human performance (productivity), maternal and child health, disease, disability management, desired behavior change; product, market, business development and more...
Lifestyle Related Conditions

Description and Background

Lifestyle related conditions are disorders that can be positively or negatively impacted by lifestyle behaviors such as eating habits, wellness checkups, exercise, safety habits, and alcohol and substance abuse.  Other behaviors such as adherence to physician prescribed therapies and medication have a direct impact on outcomes and utilization.  By practicing healthy lifestyle behaviors and adhering to prescribed plans of care, individuals can improve their health and decrease risk of illness, accident or injury.  By doing so, related health care costs can be significantly reduced.

Lifestyle Related Conditions account for over 50% of health care related costs (CDC).  Research indicates that early detection and/or practice of health promoting behavior can significantly decrease the severity of Lifestyle Related Conditions (hypertensives can be removed from medication, etc.) or even prevent their occurrence (cancer, heart disease, etc.).   There are effective programs available that use the latest behavior change techniques that are designed to reduce risks and associated costs for illness, prevent illness, and help individuals develop patterns of behavior that enhance their health.

Major Causes of Death and Controllable Risk Factors

	Major Causes of Death
	Percent of All Deaths
	Risk Factors

	Heart Disease
	39.3%
	Smoking1, hypertension1, elevated serum cholesterol1 (diet), lack of exercise, diabetes, stress, family history.

	Maligant Neoplasms (Cancer)
	20.4%
	Smoking1, worksite carcinogens1, environmental carcinogens, alcohol, diet.

	Stroke
	9.6%
	Hypertension1, smoking1, elevated serum cholesterol1, stress.

	Accidents other than motor vehicle
	2.8%
	Alcohol1, drug abuse, smoking (fires), product design, handgun availability.

	Influenza and Pneumonia
	2.7%
	Smoking, vaccination status.1

	Motor Vehicle Accidents
	2.6%
	Alcohol1, no seat belts1, speed1, roadway design, vehicle engineering.

	Diabetes
	1.7%
	Obesity1, Pregnancy

	Cirrhosis of Liver
	1.6%
	Alcohol abuse.1

	Suicide
	1.5%
	Stress1, alcohol and drug abuse, gun availability, depression.


1 Major risk factors

(National Institutes of Health)

 Protective Health and Wellness

Health awareness building and screening campaigns can ensure that some conditions are diagnosed early and treated to lower their risks for complications; thus reducing costs.  This is achieved by controlling severity and/or progression of the condition, hospital/emergency room utilization, reducing costs, and to improve or maintaining employees’/patient’s optimal health status, and work performance. 

One in four Americans have high blood pressure but 35% are undiagnosed (AHA).  Undiagnosed individuals sometimes end up in emergency situations or when diagnosed, their illness is at a more costly, critical stage like bone fracture, stroke, heart attack, late stage cancer, blindness, and so on.  50% of men and 33% of women are going to get cancer in their lifetime; and 2/3rds of the time it could have been prevented. Research indicates that approximately 13% of women and 9% of men fail to get the care they need.  

A 1999 study by the Lewin Group confirmed that obesity increases the risk for developing chronic conditions and concluded that 22% of the adult population is obese and is responsible for 31% of all health care costs. (The 15 conditions in the study included arthritis, breast cancer, colorectal cancer, Type II diabetes, endometrial cancer, end stage renal disease, gall bladder disease, heart disease, hypertension, liver disease, low back pain, renal cell cancer, sleep apnea, stroke, & urinary incontinence).  A person with a Body Mass Index (BMI) > 35 has 6.61 times greater risk of having Type II diabetes than those with a BMI < 25 and a 3.77 percent greater risk of being hypertensive.

One of the most referenced studies (The SteelCase Wellness Study) referred to earlier in this document proving wellness works -- can be purchased from the University of Michigan who conducted the analysis.  See the following website link for how to order the study: www.umich.edu/~hmrc/Steelcase%20Study.htm.  The following also provides additional online insight into the benefits realized from Steelcase’s implementation of Wellness or Health Promotion programs:

·  www.baldrigeplus.com/Exhibits/Exhibit%20-%20Wellness%20in%20the%20workplace,%20Steelcase.pdf
· http://www.tekes.fi/julkaisut/US_Corporate_Wellness_Study.pdf

Robin Foust with Zoe Consulting, Inc. is published and can also provide copies of some her articles by request through: robinzoe@comporium.net

Prevalent Chronic Conditions 

A study of 46,026 employees found that high risk related to glucose, weight, blood pressure, tobacco use, inactivity, stress, and depression were found to be associated with higher medical expenditures (HERO Study, 1999.)  Average return-on-investment was $4 for every $1 invested in patient education (Patient Ed and Counseling, 1995).  Claimants with unmanaged chronic illness cost 3.5 times more in medical claims costs. 

Diabetes Care reported that diabetics with co-morbidity average $44,417 annually, compared to $10,439 for average diabetic costs.  Studies report hospital costs reduced by 45% and emergency room visits costs reduced by 58% following disease management (Diabetes Care, 1997).  PHCC (1999) announced that hospital admissions and length of stays dropped by 52% and 51% respectively following a Diabetes II Management Program.  Control Diabetes Services reports a 9% annual cost savings studying pre and post implementation of their diabetes management program.

Some Disease Management programs report a return-on-investment of $1.30 for every $1.00 invested, following implementation of Disease Management Programs for their membership.

Interactive Heart Management (1999) reported the following statistics based on their Coronary Artery Disease (CAD) Management Program for a 40,000 member HMO and 1,546 CAD patients:

· 24% reduction in overall membership costs associated with CAD

· 30% reduction in hospital bed days

· 41% reduction for diagnosis from angina

· 37% reduction in heart attacks

· 68% reduction in stress testing

· 29% reduction in catherizations

· 28% reduction in angioplasties

· Ischemia was eliminated in 79% of patients

· Blood Pressure was normalized in 72% of patients

· Beta blocker use post M.I. increased from 31% to 61%

Disability

Health care costs are only part of the puzzle to identify primary cost drivers.  Integrating and analyzing disability data fills in the missing pieces for a more complete and clear picture of primary cost drivers impacting cost and productivity.

Each year more than 750,000 American workers experience injuries and illnesses that keep them out of work for five months or longer resulting in direct and indirect costs that can place a severe strain on employers’ financial resources. Statistics indicate that employees are receptive to an environment that supports workplace productivity and that 90% experiencing disability-related absence say that they would like to rejoin the workplace -- if the opportunity were made available.

Average annual productivity losses per worker with low back pain were about $1,230 for male workers and $773 for female workers in a 1996 study equating to a $28 billion annual loss in productivity. (Med Care, 1998)  Migraines affect 18% of women and 6.5 % of men in the US. (Headache 2001; 41:646-57) estimating an estimated loss of $13 to $17 billion in missed workdays and impaired work function due to migraine pain. (Arch Intern Med, 1999, Pharmacoeconomics, 11992; 2:67-76)  Studies from self-reported data indicate these workers did not receive diagnosis from a physician and therefore may not have been prescribed preventive drug therapies for their headaches.  (Neurology, 1993, Headache, 1998; 38: 87-96; 1992; 32:223-228.  The prevalence of carpal tunnel syndrome is 4% resulting in an estimated loss of over $1 billion and average of 25 loss workdays.  Disease management programs for pain management are proving to be effective. (Health & Productivity Management, May 2003, Vol.2, No.2.)

A study of 7, 571 Union Pacific Railroad employees found that employees 25-34 had a steady increase in injuries and that employees age 35-44 had consistently higher rates of injury than all other age groups.  Employees older than 45 had fewer injuries and the frequency of injury steadily decreased with age.  Also obese and employees who smoked independently had a 72% greater chance of injury resulting in loss work time, and in employees age 35 –44 – unmanaged stress seemed to be a contributor to loss work time.  The study also found that employees older than 44 rating their health as “less than excellent” – are at least 65% more likely to have an injury than those who rate their health as “excellent.” (Health & Productivity Management, May 2003)

Arthritics spend more than 7% of available work time absent (AJHP, 1998).  Time lost from work for asthmatics was 68% lower for a managed study group compared to a control (BMJ, 1998).  In one year depressed patients had five times more disability days than others.  Additional data is available from ZOE to document both the cost liability and cost savings associated with managing chronic conditions.

Disability

In addition to health care costs, disability costs are a significant percentage of payroll, and are growing over 8% per year.  Disability claims grew 60% over the last decade (ILO).  During the next 10 years, the Social Security Administration projects that the U.S. will experience a 37% increase in the rates of disability (SSA).  Replacing an employee out on disability costs a company up to 150% of that employee’s salary due to replacement and lower productivity (American Demographics).

A recent client analysis (4,500 employees) by our firm, found that the average duration per non-occupational short term disabled claimant was 61 days compared to 11 days per claimant for workers comp claims.  Savings projections for this client were over $342,000 in productivity gain and $95,000 in replacement dollars just for non-occupational disability, based on our findings and recommendations.  Additional savings were realized for occupational (workers compensation) loss.

Firms that integrate their disability programs with their health care programs incur direct disability costs of only 2.7% of payroll vs. 5.4% paid by those that don’t (Watson Wyatt).  Employers over pay an average of 20-25% in sick pay and/or wage continuation each year (Employee Benefit Plan Review, 3/96).

Kemper reports that 75-85% of lost time claims are non-occupational short-term disability (STD).  They also report a savings potential of 20% for workers compensation and 10% for STD and long term disability costs from implementing properly designed management processes and programs.  

The following data is the most current information reported by The National Institute on Disability and Rehabilitation Research.  

Effective management can reduce lost workdays by 20% or more.  Impact of lost time from direct costs (absence, STD, LTD, and WC) range from 4% to 6% and indirect costs (temps, rehiring, training, supervisory costs, lower productivity, etc.) from 4% to 12%. 

Studies report a 15% savings potential from non-occupational STD and LTD management and return-to-work programs.  Management programs can work if the essential components are in place.  These components include but are not limited to, regularly monitoring patient’s progress, intermittent and post assessment of health status, quality of life, ability to perform activities of daily living, pain, use of behavioral change techniques to facilitate desired behavior change and maintenance of the same, and more.

Disability (cont.)

The top seven chronic conditions causing work limitations from age 18-69 years (1996) are:

Back Disorders
21.1%

Heart Disease
10.9%

Arthritis
8.3%

Respiratory Disease
5.6%

Mental Disorders
4.9%

Lower Extremity Impairments
4.5%

Diabetes
3.3%
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Disability (cont.)
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Almost 20% of people ages 15-64 report some level of disability with 8.7% of the 20% reporting severe disabilities.  People with activity limitation spend dramatically more on medical care then those with no activity limitations, dwarfing the gender differences at all ages.
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People with activity limitations spend dramatically more on medical care than those with no activity limitations, dwarfing the gender differences at all ages.

Disability (cont.)

Growth of the Older Population in the United States, 1940 to 2040

	Age 65+
	
	Age 85+

	
	Women
	Men
	
	Women
	Men

	Year
	N
	% of all females
	N
	% of all males
	
	N
	% of women 65+
	N
	% of men 65+

	1940
	4,621,754
	7.0
	4,409,377
	6.6
	
	211,440
	4.6
	158,835
	3.6

	1960
	9,132,912
	10.0
	7,542,119
	8.4
	
	573,802
	6.3
	366,252
	4.9

	1990
	18,586,677
	14.6
	12,492,997
	10.3
	
	2,180,451
	11.7
	841,266
	6.7

	2020
	29,443,000
	17.9
	23,776,000
	15.0
	
	4,319,000
	14.7
	2,141,000
	9.0

	2040
	40,712,000
	21.6
	34,421,000
	19.0
	
	8,449,000
	20.7
	5,103,000
	14.8
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Comorbidity (the incidence of multiple conditions) increases with age.

Disability (cont.)
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Direct Costs

The Washington Business Group on Health (WBGH) reports that direct disability costs among surveyed employers totaled 6.1 percent of payroll.  While workers’ compensation costs have remained unchanged over the past three years, long-term disability costs have grown from an average of 0.7 percent of payroll in 1996/97 to their current 1.1 percent of payroll.
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Indirect Costs

In addition to surveying employers on direct costs, WBGH also asked them to report their expenditures for three types of indirect costs – overtime, replacement employees and workstation/job accommodation.  It is important to note, however, that outlays for “workstation/job accommodation” are not just costs, but investments that can be a tool for getting people back-to-work.

Disability (cont.)

The Benefit of Improving Health At Work (1996 data)

Employee morale and productivity are widely regarded as the key elements to corporate success in a competitive job market.  Yet people frequently miss work or work at a sub-optimal level, due to problems associated with uncontrolled diabetes.  Control Diabetes Services (CDS) has successfully reduced both types of problems.
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* Aggregate data of 149 clients utilizing self-reported data

Disability (cont.)
Observation and Findings

There appears to be an opportunity to save dollars and gain in productivity by managing disability more closely.  The following data from one of Zoe’s clients supports these findings:

Total annual liability for disability and health care claims for XYZ were $8,002,195. 

· Average cost for short-term disability claims were $3,207 /person /yr.  

· Average cost for workers compensation claims were $1,744 /person /yr.

· Average cost for long-term disability claims were $5,121 /person /yr.

· XYZ Organization experienced 6.5 short-term disability claims per 100 workers/year.
· XYZ experienced 14.4 workers comp claims per 100 workers/year  

· Average days lost for STD = 68.4 days/claimant

· Average days lost for Workers Comp = 2.4 days/claimant 

Productivity Gain

Based on research and findings by several organizations including CIGNA Healthcare and Employee Benefits Review, average duration and costs may be reduced from 15%-25% by integrating optimal medical and Return To Work (RTW) management.  This would equate to 10 days saved per person resulting in an estimated productivity gain per year of 1,620 days or $299,700.  We estimate saving $ 379,000 in health care cost for STD and Workers Compensation cases only (152).  Additional savings are possible with optimal LTD case management, but ZOE prefers to be conservative in calculating savings.

Savings in Replacement Wages: a conservative approach

America Demographics has calculated that it costs 150% of an employee’s salary to replace an employee on disability including salary replacement, training and lower productivity.  

Based on average wage for individuals out on STD and WC disability only, we calculated the following for XYZ Organization:

· Average salary $32,000 or $123/day

· Replacement salary x 1.5% = $185/day

· Replace 25% of employees (152) out on disability (38)

· Average duration equals 68.4 days

· Save 15% duration or 10 days

· $70,300 savings in replacement wage (budget dollars)

Total cost savings estimates representing health care costs ($379K), and payroll replacement ($70K) for STD and WC only (152 cases); equals:  $450,000/year.

Pharmacy

Pharmacy costs have been one of the fastest uncontrolled growth areas in health care. Employers should not only review benefit design, but also consider the benefits and cost containment opportunities that appropriate pharmaceutical therapy and prescription adherence affords, including improved health status and decreased productivity loss (hospitalization, disability, and inappropriate emergency room use).  Adherence to prescribed medication is an issue that cannot be ignored.  Pharmaceutical utilization patterns can be used to identify counter productivity within disease treatment.  (Examples include use of Cox -2 inhibitors compared to non-steroidal anti-inflammatory drugs [NSAIDS] for arthritis, and its impact on prescriptions for proton pump inhibitors for gastrointestinal disorders, or some primary care physicians (PCP’s) not familiar with diagnosing depression and prescribing depression medications when therapy alone may suffice, or misdiagnosing depression for hypothyroidism.)  The following chart presents primary therapeutic reasons and costs associated for Rx drugs as well as potential opportunities for action and management.
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(1) Based on a study by AARP, 1993.

Pharmacy (cont.)

The AARP study presented in the chart on page 32, found that approximately 38% of patients fail to follow short-term regimens (taking antibiotic for 10 days), and 43% don’t adhere to long-term therapies (hypertension control, etc.) prescribed by their physicians.  One-third actually misuses their drugs to the point of threatening their own health.  With two out of three physicians’ visits resulting in medicine prescriptions, this is of concern.  In fact, the American Journal of Hospital Pharmacy reported that 10% of hospital admissions and 23% of nursing home admissions are attributed to a patient not correctly following the prescribed drug therapy.

Programs are available to ensure and encourage adherence to prescriptions and lifestyle choices in order to achieve optimal health status and the practice of cost-effective care.

Maternity 

Costs associated with maternal and newborn care were reviewed in order to determine the potential for reducing costs and improving outcomes associated with preterm birth and admission to the hospitals’ Neonatal Intensive Care Unit (NICU).  Studies have shown over a $3 return for every dollar invested in maternity management programs.  The following data supports implementing an effective program to manage pregnant employees and spouses.

Women who did not receive recommended health behavior advice had a much higher risk of delivering a low birthweight infant (LBW).  The study also reported a 25% reduction in LBW infants for women receiving information (JAMA, 1994).  More than two thirds of women did not recall getting advice on all the recommended topics during pregnancy; and one third recalled receiving no information on tobacco, alcohol, or drug abuse (PHR, 1994). (BJM, 1999) Reported a direct physical link between anxiety levels of pregnant women causing reduced uterine arterial blood flow, and resulting in increased pre-term birth rates.  Likewise, studies by The Packard Foundation (1999) report a direct correlation between lack of “support” during pregnancy and poor outcomes.  Additionally, actuarial studies support a 20-50% reduction in pre-term related health care costs if properly managed or 3.7% of total maternity claims.  One-dollar and eighty-six cents ($1.86) can be saved for every dollar spent on preconception care programs for women with pre-existing diabetes, and use of appropriate amounts of folic acid, by preventing birth defects among their offspring.  Numerous studies support the value and cost-effectiveness maternity management programs, and additional supportive studies and data are available upon request from ZOE.
Mental Health

National surveys typically measure physical disabilities rather than mental disabilities.  Under reporting conceals the actual prevalence of mental health conditions and associated disability loss in the population.  However, a recent international study predicts mental disorders will be the second leading cause of early death and years lived with a disability, within the next 20 years (Murray; Lopez, 1996).

In any given year, 13% of employees can be expected to experience depression serious enough to take time off from work.  However, when identified, depression can be treated cost-effectively in over 80% of cases.
More than one in four people has a mental disorder in any given year.

More than two-thirds of people with mental disorders have a disability.

	
	People with mental disorders (23.5 million)

	Disability status
	# in millions
	% of U.S. population
	% of people with mental disorders

	Any disability
	16.4
	6.3%
	69.8%

	Functional disability
	15.0
	5.8%
	63.8%

	Work disability
	6.1
	2.3%
	30.0%

	Perceived disability
	8.4
	3.2%
	35.8%

	Disability program recipient
	4.3
	1.7%
	18.3%


Sources: Adler (1996); Kennedy, Carlson, Ustun, et al. (1997)

Survey: NHIS-D, 1994-95

Mental Health (cont.)

Rates of depressive and anxiety disorders are higher for women, while men experience more substance abuse disorders.

Source: National Center for Health Statistics (1996); Kessler, McGonagle, Zhao, et al. (1994)

Women are more likely than men to receive treatment for mental disorders.

Source:  National Center for Health Statistics (1996)

Mental Health (cont.)

Among those with serious mental illness, men are more likely than women to be limited in aspects of daily functioning by their illness.

Source:  National Center for Health Stastics (1996)

70% of depressed individuals and 46% of stressed employees were more costly than those without these risk factors; as reported by the largest study of its kind, 1998 in the Journal of Occupational and Environmental Medicine (n=61,568).

Somatic Illness: the “Worried Well”

Somatic illness is indicated when an individual experiences various symptoms but no organic cause can be identified.  An organic cause is usually ruled out after extensive and expensive diagnosis and clinical testing.  These individuals have physical symptoms and can be identified and targeted for prevention of continued inappropriate utilization of health care services.  Research indicates that programs targeting these individuals have been successful at helping them become self-managers who utilize the health care system more wisely. 

Based on 20 years of medical visits, Kaiser Health Plan reports that 60% of visits are incurred by the “worried well,” with only 10% of patients reporting 14 of the most common physical symptoms in primary care have an organic diagnosis even after extensive and costly testing.  Programs designed to give patients tools and skills to manage stress, persistent symptoms, and chronic illness, especially when the patients’ mood and anxiety appear to influence their health, have decreased ambulatory utilization by over 50% for up to one year following the program.  Improvements were reported with fatigue, headache, chest pain, sleep problems, anxiety, irritable bowel syndrome, depression, and others.  ZOE used proprietary codes and algorithms to identify individuals fitting the profile based on their claims experience and utilization patterns. 

There are also programs specifically designed and proven to be effective in managing patients with somatic illness and or in managing physical symptoms like pain.

Personal Health Improvement Program (PHOP) Outcomes:

Hellman, 1990: This randomized prospective study compared Ways to Wellness (WTW) to a Stress Management Information class. For individuals receiving the WTW treatment, physical discomfort scores on the Medical Symptom Checklist declined from 42.0 at 6 months prior to intervention to 27.3 when measured 6 months after the intervention. In contrast, scores in the stress information group went from 36.2 pretreatment to 38.0 at 6 months post treatment. The stress information class presented data on stress and its relation to illness without practice of new stress management behaviors. The mean number of medical visits fell from 5.7 in the 6 months before participating in WTW to 1.8 in the 6 months afterward. 

McLeod, 1992: In this randomized controlled study, adults with stress and mood related physical complaints received the WTW treatment and were compared to a waitlist group who were expecting treatment. Data were collected before and after the course for both groups, and at six months for the WTW group. Patients receiving WTW showed significantly greater improvement in physical symptoms, depression, and somatization than those in the waitlist group. Life satisfaction scores nearly doubled, climbing from 5.7 at baseline to 10.3 at 6-month follow-up. Participation was associated with decreased scores on the Toronto Alexithynia Scale, decreased psychological stress on the Symptoms Checklist 90, and increased levels of interpersonal trust, compared with the controls randomized to a waiting list.

PHIP Clinical Evaluations, 1995: 

In 1994, PHIP was implemented in non-staff model medical groups in a health plan’s network. Data were collected before, after, and at a three-month follow-up from patients in PHIP courses led by the newly trained course leaders. Medical charts were reviewed for the period’s one year before and one-year after the course. 

PHIP participants reported significant improvement in overall physical distress, as measured by the Medical Symptoms Checklist, directly after the course and at the three-month follow-up. Improvements in fatigue, headache, chest pain, and sleep problems are particularly noteworthy since these symptoms have been shown to be resistant to biomedical treatment despite significant expenditures for tests and procedures (Kroenke, 1989). 

The data from the Brief Symptom Inventory (BSI) showed highly significant reductions in overall psychological distress and on subscales on the BSI. Distress associated with anxiety, depression, and somatization were measured because these emotional factors have been linked to high utilization of medical resources (Katon, 1990). 

PHIP participants reported substantial improvements in health and functional status after the course, as shown by statistically significant increases in seven of eight scales of the SF-36 Health Survey. Three months after the end of the course, 80% of study participants reported the course was moderately, very or extremely helpful. Participants initiated an average of 11.6 visits to their health care site in the one-year preceding PHIP. The number of visits in the year following PHIP was reduced to 6.5. The decreases in medical utilization and physical and psychological distress were similar to those in previous studies. 

Health Care Partners, a medical group practice, a six-month before and after review of the medical charts for a sample of patients completing PHIP showed a 50% reduction in outpatient utilization. 

Locke, 1999: This study examined the effects of the Personal Health Improvement Program on somatizing patients from seven different health care organizations across the country. These patients often have physical complaints with no known organic cause and are often high utilizers of medical care. Data were collected at three time points: Before the course, immediately after the course and at 6-month follow-up. The most common symptoms that moved the patients to seek PHIP treatment concur with ten out of fourteen symptoms found by Kroenke & Mangelsdorff (1989) to be associated with nearly one half of all primary care visits. Patients completing the course showed a significant improvement (as measured by the Brief Symptom Inventory) in overall psychological distress as well as somatization, anxiety,  depression, and hostility, which have been associated with increased medical utilization or morbidity and mortality. Patients also showed a significant improvement in health and functional status, as measured by the SF-36. These quality assurance outcomes data demonstrate that PHIP is an effective standardized treatment and that course leaders trained in a short period of time and with different professional backgrounds and experiences were able to lead the course effectively and produce comparable results in different organizations and in different patient populations.  Locke, Ford, McMcLaughlin, 2001
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Conclusion:
Data and new research continues to support a return on investment for implementing population health and productivity management.  Population health management includes health promotion or wellness, disease management, maternal and child health management, mental health management, disability management  -- and will result in optimal outcomes if implemented appropriately.

The goal is to achieve optimal health status for the individual and fiscal health for the organizations responsible for the “covered” population’s health care -- and liable for poor health status and practice patterns.  Robin is skilled in facilitating desired behavior change and is published in this area as well as other areas in health care.  Integrating effective behavior change techniques are essential for program success and are often treated as an after thought rather than truly integrated into health promotion and disease management programs.

Zoe Consulting can help with both internal development of programs and coordination of low and no cost services -- and selection of qualified vendors to get desired results.  In addition to receiving several prestigious awards recognizing her achievements in health promotion, disease, and maternity management -- Robin is sought by conferences to share her expertise and insights and is published. Copies of her work and/or bio are available upon request.  Clients will attest to the quality of work, and work ethic provided by Zoe Consulting Inc.

Robin and her associates have dedicated their careers to helping individuals and subsequently populations cost-effectively enhance and maintain optimal health and human performance. (productivity) She has developed successful health promotion, health and disease management, and maternity management programs which she prefers to refer to as: health management or patient centered health management.  Her designs support John E. Wennberg, MD, MPH and Megan Cooper, MBA’s findings in The Dartmouth Atlas of Health Care in the United States that informed shared decision-making between patient and provider is critical for optimal health and cost savings outcomes.  Robin’s programs also support the Bayer Institute for Health Care Communication’s behavior change practices that increases compliance, practice of health protective and promoting behavior, and increases active, appropriate self-management.  

Wennberg’s survey data also showed that the Medicare population reporting that their health was “excellent” spent an average of only 1.5 days in hospitals compared to 4.3 days for those reporting “poor” health.  Perception of Health status in itself is a “powerful” indicator of hospital utilization and is addressed by Zoe Consulting through appropriately designed and implemented interventions.  

Thank you and if we can be of further assistance or other cost savings reports please contact:

Robin Foust, Health Management Specialist

Zoe Consulting, Inc.

P.O. Box 258

Catawba, South Carolina   29704
803-324-8626

robinzoe@comporium.net
www.zoeconsulting.com
Zoe Consulting, Inc.
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� Information relating to days lost was only available for 1/1/99 – 5/31/00.
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