Best Practices Committee Recommendations
UAW-Ford Community Healthcare Initiative

Currently, Americans spend 16% of their gross national product (GDP) on health care. Experts predict this to rise to nearly 20% by 2015. In dollars, this represents $2.1 TRILLION in 2006 and $4.1 TRILLION in 2015. The magnitude of this spending can be captured in other terms (1): 

· In 2004, health care spending was 4.3 times higher than spending on national defense.

· Despite devoting 16% of the GDP to health care, nearly 47 million Americans are uninsured. In contrast, all other industrialized countries spend much less of their GDP and some also provide universal health care, e.g. Germany (10.7 %), Canada (9.77 %), and France (9.5 %).

· Employer-based health insurance premiums have risen four times faster than workers’ earnings over the past six years. In 2006 alone, premiums rose 7.7%, twice the rate of inflation. Workers now pay $1,094 more in annual premiums for family coverage than they did in 2000. 

A number of factors contribute to the continued rise in national health care spending. Many are imbedded in the complex processes and choices by which Americans provide and receive care. Recently, communities, employers, and citizens have begun to recognize one avenue to control spending: lower the rate of chronic disease by changing the behavioral factors that influence them. 

Chronic Diseases and Behavior
Health care for people with chronic diseases accounted for 75% of the nation’s total health care cost in 2004. Adjusted to the year 2000 population, these five chronic diseases caused 66.7% of the deaths in the U.S.: heart disease, cancers, stroke, chronic lower respiratory disease (including asthma), and diabetes.  In Kentucky, these diseases caused 68% of deaths (2). 

Behavior contributes significantly to the development and progression of many chronic diseases. Poor diet, lack of regular exercise, and smoking are considered the most important contributors to preventable disease and premature death in the U.S. (3). 

Obesity - Poor Diet and Lack of Regular Exercise

Obesity is a direct result of poor diet and/or lack of regular exercise. It promotes a number of chronic diseases including cardiovascular disease, type 2 diabetes, several types of cancer, musculoskeletal disorders, sleep apnea, and gallbladder disease (4). Physically inactive people are almost twice as likely to develop heart disease as active people (3). 

The national prevalence of adult obesity was 25.6% in 2006 (5); in Kentucky, it was 28.6% (6). Both figures are expected to continue to rise.  

In 2002, the total medical cost of obesity was $117 billion, $61 billion in direct costs and $56 billion in indirect costs. This represented 9.1% of annual health care spending and rivaled that attributable to cigarette smoking. (7). 

Cigarette Smoking

Cigarette smoking causes more preventable disease and death in the U.S. than any other single factor. It is a major contributor to heart disease, stroke, lung and other cancers, and chronic lung disease (3). 

Nationally, smoking in the U.S. declined to a low of 20.8% in 2006 (5).

Kentucky, however, ranked 49th among the states with a prevalence of 28.7% (6). 

A 1999 study published in JAMA (the Journal of the American Medical Association) offered further proof that low physical activity, obesity and smoking were associated with increased health care charges and work-related problems. It suggested that interventions be considered to reduce these risk factors (8). A 2006 study confirmed that smokers cost employers more in both direct and indirect costs than do former smokers and nonsmokers (9). 

Although behavior is often viewed as a matter of personal choice, it is strongly influenced by other factors, including family, culture, environment and the individual’s work situation (3). Workplace wellness programs are specifically designed to change those behaviors that lead to disease and/or exacerbate existing diseases or conditions. 

Workplace Wellness Programs

The Business Case
The Washington Business Group on Health has developed a 40 page guide to help employers develop and implement health and preventive services and tailor them to their employees. They offer these supportive arguments (10):  

· Employers often bear the direct costs (i.e. medical claims) and indirect costs (i.e. absenteeism and low productivity) of diseases, disorders and conditions that could have been prevented or more effectively treated by behavioral and/or clinical interventions.  

· Prevention efforts improve health. Prevention efforts increase productivity. Prevention efforts reduce costs.

· Experts believe that reducing high-risk behavior and maintaining low-risk behavior could potentially reduce medical claims by a third.  

· Studies show that employers who have implemented prevention programs for cardiovascular disease have seen, on average, a



28% reduction in sick leave 



26% reduction in health care costs  



30% reduction in workers' compensation and disability cost

The following recommendations are steps in moving employees to better health while helping contain cost.

· Higher premiums for smokers – The CDC reported $76 billion were spent in medical expenditures attributed to cigarette smoke from 1995 -1999. However, smoking cessation options should be made available as a benefit for employees.

· Yearly HRA's should be encouraged through incentives – This would help identity employees in early stages of diseases, many of which may be controlled and can help contain cost. Free and low cost HRA can be found online, your healthcare provider may also provide one on their website. Hospitals and other vendors provide this service for a fee which include blood pressure readings, glucose and cholesterol test. The HRA's give the employee a better picture of his/her total health. Employers that provide incentives for employee participation in the HRA have higher numbers of employees involved.

· Require generic substitution where possible – General Motors Community Health Initiative reported every 1% shift to generics = $12 million in savings.

· Offer incentives for employees to participate in disease management programs.

· Prescription – Adherence to medication is a must for patients with chronic disease.  Only 50% of patients adhere to physician recommendations of prescriptions. Lower out-of-pocket prescription cost for chronically-ill employees and disease management programs lower cost of health care. The Asheville, NC project designed their program to encourage pharmacists to provide low-cost, high quality disease management service to their city employees. In 1997, a diabetes management program was launched with local pharmacists and joined by Mission-St. Joseph Health System in 1999. Participating employees agreed to meet monthly with specially-trained pharmacists who gave them basic physical exams and help to ensure they adhere to medications and maintain their health. If a problem was detected, the pharmacists referred them to their physician. Participating employees had no co-pays for pharmacist visits, drugs for the disease, or supplies. However, if they failed to adhere to the program guidelines, they were removed from the program and responsible for co-pays. Total mean direct medical costs for diabetes   decreased every year compared to the baseline. Participants' sick days dropped by more than 50%, and a higher percentage of participants improved their clinical measures. During a five year period, the diabetes program saved the city between $1200 and $1872 per patient per year. (Total Value Total Return)

· Assign person/persons to be in charge and responsible for a worksite wellness program at worksites and hold persons accountable.   While conducting a year long pilot on Worksite Wellness, the Kentuckiana Health Alliance, convened by UAW/Ford Community Health Care Initiative, found having personnel accountable at the worksite made the program more successful. To view the full report, go to www.kentuckianahealthalliance.org.

E.ON U.S.

1. The responsibility and accountability for health and wellness offerings for KEHP should be clearly designated to an employee within an appropriate existing state agency.  Performance expectations for program design, implementation, measurement, evaluation, and reporting should be established for that employee. 

2. Program evaluation processes should be developed to determine program effectiveness and be reviewed on an established basis.

3. The KEHP should develop a reliable means of communication, preferably electronic, with each eligible employee to maximize marketing of health and wellness programming.

4. The Governor’s office should demonstrate support and encouragement for active participation in wellness offerings.

5. Organized labor and employee associations should be partners in an educational effort targeting plan participants on the basics of self-insurance, fundamental issues surrounding health care costs, and the impact of individual choice on costs.  

6. Encouragement/incentives for local initiatives should be utilized to take advantage of peer support and to promote the development of a culture of health within the employee population.

7. Local/District Departments of Health should be considered as a potential resource/active partner for local health and wellness programming.

8. Marketing material design should be reviewed and revised to assure concise and easy-to-read content.

UFCW L/U 227
1. Short-term goals – my recommendation is that the state condenses health care plans down to three choices from the current four.  Two of the plans are currently very similar and just add complexity to the administration of the state program.

2. The state employee organizations, the state administration, and consultants should sit down with an actuarial menu to modify the three remaining programs to look for cost savings without shifting undue burden to state employees.  One tool we have successfully used is to accept higher up-front deductibles and/or doctor co-pays in exchange for lowering the cap on the out-of-pocket maximum expense per year.  Many people are willing to pay a little more on routine health care in exchange for greater protection on extreme health care.

3. The low hanging fruit to obtain substantial savings for the state, is better implementation of the wellness, chronic disease, and preventive health care management.  This would have to be costed on a five-year time horizon. The large number of career state employees will result in substantial savings if the state administrators get aggressive on a successful wellness, chronic disease, and preventive health care management program.  Need to use the carrot and stick with rewards to those who comply. Disincentives to those that refuse to comply.  Health care programs have successfully used decreases in deductibles, co-pays, as incentives for people who comply and on the disincentives use increased weekly premiums, deductibles and co-pays, as incentives for those who refuse.  The state currently has all the right tools in place but it appears that there is very little communication on the shop floor on the need to be engaged in wellness, chronic disease management, and preventive health care by the employees of the state.

For the state to realize any long-term savings they need to start looking at minimum of a three-five year budgeting cost analysis cycle on health care.

· Ideally the state should have an independent board administration of the health care plans, were the legislative and government only have to deal with the cost rather than delivery.

· Review the viability of having a vendor administer the wellness, chronic disease, and preventive health care management that is independent of the claims payer or network providers.

· Review the viability of retaining third party organizations to review claims paid and look for improper codes, failure to coordinate, and subrogation issues that could result in a net savings to the state.  Many of these vendors agree to perform this for a percentage of the money recovered, so there is no upfront expense to the state, These vendors work with claims 18 to 24 months old, which is well after the claims payer’s internal review has been completed.  This would ensure the state would receive true money back over and above what they may already be receiving from the current vendors.

· Require the administrators of the state health care plan to attend continuous education on best practices.  The International Foundation of Employee Benefits puts on excellent three to four day training sessions in numerous locations around the country that specifically deal with public employee health care issues.

· I was impressed with the structure of the state plan, the quality of many of the vendors, and the dedication of many of the folks who administer the plan.  However, it appears that there is an overall opportunity to improve the coordination between the various vendors.  There also appears to be an opportunity and a real challenge to educate the workforce on the need to take more responsibility for their health and use the tools that are currently in existence and hopefully enhance in the future.  

These recommendations are meant to be broad brush and I hope the KGHIB Best Practice Committee has further opportunity to explore more specific ideas to improve the state benefit plans while controlling cost.
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