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In This Issue

In this fourth issue of the
McGraw Wentworth Benefit
Advisor for 2004, we will ex-
amine wellness initiatives
and disease management pro-
grams. These programs that
focus on improving health
have been strategies employ-
ers have considered for over
a decade. However, initially,
there was a lack of data sup-
porting their effectiveness.
Today, these programs are a
hot topic. The frightening
increases in health care cost

and the spotlight focused on
consumer driven health plans
has renewed interest in these
plans designed to better man-
age the bealth of your em-
ployees.

We welcome your comments
and suggestions regarding
this issue of our technical
bulletin. For more informa-
tion on this Benefit Advisor,
please contact your Account
Manager or visit the McGraw
Wentworth web site at
www.mcgrawwentworth.com.

May 2004

“Wellness & Disease Management”

A recent Centers of Disease Control and
Prevention study indicates that obe-
sity is quickly catching up with smok-
ing as a leading cause of preventable
death. In 2000, the

CDC estimates smok-

ing caused 435,000

deaths and poor

diet and physical

inactivity led to

400,000 deaths. It

is expected that

obesity will soon

overtake smoking

as the leading

cause of preventable death with 64%
of Americans considered overweight or
obese.

This report should concern health plan
sponsors. While lifestyle choices cer-
tainly affect quality of life and mortal-
ity, they also affect the overall use of
the health care system and ultimately
plan costs. Organizations are begin-
ning to understand that improving their
employees” health may have many ben-
efits including:

¢ Reduced health plan costs

e Reduced absenteeism/disability
costs

e Increased positive impact on
organizational culture

A number of studies indicate that many
health care services are overused, inef-
fective, or not properly managed by
patients. These studies suggest that
many services may have been unneces-
sary if patients had received preven-

tion tools and information on pro-
moting good health. Wellness and dis-
ease management programs could em-
power employees to take control and
responsibility for
their health.

This Advisor ex-
amines wellness
and disease man-
agement initia-
tives and dis-
cusses their im-
pact on your em-
ployees’ health
and your organization’s bottom line.

Declining Health of
the Nation

Health care costs are rising in the
United States. Costs are expected to
reach $1.8 trillion in 2004. By 2013,
this amount is expected to almost
double. Patients managing chronic
conditions consume a large portion
of health care services.

The figures are staggering:

e Approximately 129 million
adults in the U.S. are overweight
or obese. Health care costs for
overweight and obese individu-
als range from $69 billion to
$117 billion a year.

e In 2000, approximately 17
million people had diabetes.
Diabetes treatment costs
approximately $132 billion. On
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average, people with diabetes
missed 8 days of work a year
as a result of their condition.

e Heart disease and stroke are
the first and third leading
causes of death respectively.
Cardiovascular disease costs
more than $300 billion a year.

e Asthma, another common
condition, costs approximately
$14 Dillion annually.

There is no question chronic condi-
tions are occurring at an alarming
rate, and they are causing health
care costs to rise dramatically. For
many people, behavior and lifestyle
choices influence the development
and prognosis of chronic conditions.
It is shocking to realize, while sub-
stantial dollars are spent treating
these conditions, only a small
amount is spent to prevent them.

Employers are beginning to develop
wellness and disease management
strategies to help employees improve
their health. Employers are not the
only ones. Approximately 45% of
health care dollars are paid under
government sponsored programs.
The new Medicare legislation in-
cludes disease management initia-
tives.

Wellness Strategies

Wellness strategies can include a
wide range of services. These ser-
vices may be secured through dif-
ferent venues. Health plan vendors
will offer certain wellness initia-
tives. Separate vendors are avail-
able to launch independent wellness
programs. Organizations can also
launch “grass roots” initiatives to
bring the wellness message into the
work place.

Health Plan Vendors: Often health
plan vendors offer wellness pro-
grams. For example, they will of-
ten offer discounted services to

Weight Watchers. If your organiza-
tion promotes these services to im-
prove wellness, those discounts may
become part of a wellness strategy.

Many vendor websites offer tools,
such as care and disease guides, to
help individuals better manage their
own overall health. These tools can
help employees in their wellness ap-
proach. Often, however, employees
are not aware of the resources avail-
able to them. Promote website tools
available through your health plan
vendor as another important part of
your wellness strategy.

Independent Wellness Plans:
Spearheading a separate wellness
plan with a vendor specializing in
wellness can have positive results.
These measures do require an invest-
ment, but stud-
ies show they =
will provide a
return on that
investment.
For these plans
to be success-
ful, senior man-
agement must
stay committed
to the plan. In
general, it takes approximately 3
years to see the benefits of indepen-
dent wellness plans.

These programs are generally struc-
tured to include:

1. Screening and Evaluation:
This step usually involves
questionnaires about an
employee’s state of health called
Health Risk Appraisals. Along
with these appraisals, on-site
health screenings are typically
provided. These screenings
include blood tests, flexibility
tests, height and weight
analysis, and blood pressure
testing. Many vendors provide
immediate results with one-on-
one consultation on the results.

This initial step is key to
identifying potential health
risks. It is also an opportu-
nity for an individual to
receive guidance on avoiding
high risk or potential high
risk behaviors.

. Target Programs: The

individual health screenings
will identify areas that
individuals need to work on to
improve quality of life. The
next step is to provide
programs to change employee
behaviors. The targeted
programs may address high
cholesterol, high blood sugar
levels, blood pressure manage-
ment, weight management or
stress management.

Each target program will be
different
but the
goal is to
offer tools
to better
manage
health,
support to
help
achieve
goals and
accountability to follow
through on program recom-
mendations. These targeted
programs will also address an
individual's willingness to
change. Often support will
include newsletters on the
condition and telephone
consultations with a nurse.

. Ongoing Education: Keeping

wellness on the minds of your
employees will require an
ongoing communication
campaign. Wellness vendors
typically offer a monthly
wellness newsletter that
addresses a variety of health
topics.

Continued on Page 3




Another approach to keeping
wellness issues on the front
burner is to recruit certain
employees to serve as “wellness
champions.” These champions
promote organization-spon-
sored wellness events and
create enthusiasm for wellness
initiatives.

“Grass Roots Strategies”: If your
organization cannot afford a long-
term independent wellness program,
you can launch grass root efforts to
promote a wellness focus:

¢ Lunchtime Walking Club: In
the summer, get your employ-
ees moving. Organize a group
walk during lunch. Encourage
employees to join this lunch
time walking group.

e “Count the Steps” Challenge:
Give each of your employees a
pedometer and sponsor a
company contest. The three
employees who walk the
farthest can win prizes. Chart
each participating employee’s
progress and make the contest
fun.

e Potluck for Health: Sponsor
an employee potluck lunch
using only healthy recipes.
Employees should print copies
of their recipes to share with
their co-workers along with
the nutritional information if
available.

Wellness initiatives can have a posi-
tive impact on the bottom line. A
portion of your population will be
drawn to these events because they
inherently are interested in their
health and they embrace opportu-
nities to learn more. However, the
majority of your population will not
be inclined to participate in volun-
tary wellness activities. Often, com-
panies offer incentives for employ-
ees to participate in wellness plans.
The incentives may be in the form

of reduced contributions to the
health plan or simply a gift certifi-
cate to a popular store in your area.
HIPAA has non-discrimination re-
quirements that do not allow you
to tie plan incentives to an
individual’s health status. You must
structure your program so that it
offers a reward for merely partici-
pating rather than a reward for
reaching a specific health goal (for
example, reducing your cholesterol
by a certain percentage).

Disease Management

While wellness plans focus on main-
taining or achieving better health,
disease management programs fo-
cus on better managing chronic
conditions. Patients with chronic
illnesses are monitored to make sure
they are following the proper treat-
ment protocol to best manage their
conditions.

There is no set protocol for a dis-
ease management program. In gen-
eral, these programs identify pa-
tients with specific chronic condi-
tions, such as asthma, diabetes,
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coronary artery disease, and so on.
Disease management programs will
focus only on chronic conditions for
which effective treatment protocols
exist. Patients with these condi-
tions can take an active role in their
own care; for example, making sure
they comply with medication re-
quirements. The reason disease man-
agement programs focus on these
types of conditions is that there is
a relationship between increased
cost of care and improperly man-
aged treatment.

For example, diabetes is treated
through dietary changes, an exer-
cise regime and insulin. If diabet-
ics do not follow their treatment
regime, not only does their quality
of life suffer, but also the cost to
treat their diabetes increases. A
2002 United Healthcare study shows
that not following treatment pro-
tocol or creating gaps in care has a
direct effect on the cost for treat-
ing the condition. The cost to treat
conditions for patients who have
16-18 gaps in care more than triples.
While this expense may not sound

Continued on Page 4

Wellness and Disease Management:
What is the difference?

Many people think wellness and disease management are the same
type of programs. While both programs are opportunities to assist your
employees with personal health management, their targets and goals
are not equivalent. Wellness programs focus on health promotion and
risk reduction for development of chronic conditions. These programs
provide initial screenings and health risk assessments to determine if
an individual in relatively good health is at risk for developing chronic
conditions. The focus is to modify lifestyle choices to maintain optimum
health and reduce the risk of chronic disease development. Disease
management programs are involved at different points on the care
continuum. Disease management programs take over with the diagnosis
of a chronic disease. The focus of these programs is to provide care
assistance to an individual with a chronic disease. It generally involves
educating individuals about their condition, offering suggestions on
lifestyle changes and working with an individual to make sure they are
following their treatment regime. Often, physicians do not have the time
to provide this support to individuals struggling with a chronic condition.
The disease management program will help fill this void.
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too alarming, remember, patients
with chronic conditions cost health
plans a significant higher amount
than healthy individuals.

Disease management programs are
increasingly popular as organiza-
tions try to improve their employee
health. According to a recent Hewitt
Associates survey, disease manage-
ment initiatives are widespread. (See
table at bottom of page.)

Disease management programs of-
ten are unique to the organization
that designs them. For employers,
disease management can be inte-
grated into the environment in a
number of ways:

e Programs offered through the
health plan vendor

e Programs offered through a
TPA

e Specialty stand-alone disease
management vendor

Find out which disease management
initiatives you currently offer to
your employees.

Disease management programs dif-
fer, but they all follow the same basic
steps:

Condition
Arthritis

Asthma

Cancer
Diabetes
Digestive Health
Heart Disease

Low Back Pain

Other (for example,
hypertension, high risk
pregnancy)

Conditions not provided

* Target plan participants
effectively

¢ Identify individuals early in the
disease process

¢ Allocate clinical resources
effectively

e Work on changing individual
behavior

Target Plan Participants
Effectively

The disease management program
must target employees in your plan
that have the disease or pre-existing
conditions that could lead to devel-
oping the disease. You can obtain
this information from your employ-
ees’ medical or prescription claims.

In addition, if you sponsor wellness
initiatives, you can identify targeted
participants through a health risk
appraisal. Data mining can effec-
tively identify participants in your
claim base that may be battling
chronic conditions. However, a nurse
should call participants to verify
they are a good fit for a targeted
disease management initiative.

Your data mining efforts must pro-
ductively identify participants in

Percent of Employers Offering
Disease Management Programs

19%
57%
26%
73%
15%
57%
32%
16%

your organization that would ben-
efit from a targeted disease man-
agement effort.

Identify Individuals Early in the
Disease Process

Claim data may not provide enough
information to determine whether
the individual is a good fit for the
disease management program.
Typically, if an individual can be
identified early in the disease pro-
cess, disease management may be
more effective. If a condition is
caught in the early stages, a nurse
case manager can work with the
participant to maintain health and
keep the illness from progressing.

However, much of the claim data
used to identify individuals for a
targeted effort will not indicate
onset and severity of the illness.
Several vendors will employ a nurse
case manger to contact an indi-
vidual and determine the best
course of action to take. Disease
management vendors will use pre-
dictive modeling software to iden-
tify potential plan participants as
quickly as possible.

Allocate Clinical Resources
Effectively

Many patients living with chronic
conditions are used to managing
their own care. Patients know a
lot about their conditions from
their physicians, the Internet, fam-
ily and friends. The disease man-
agement program must address how
targeted individuals will be ap-
proached to participate in the case
management functions. A good fit
with a nurse case manager can make
or break an individual's desire to
move to improved health.
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Work on Changing Individual
Behavior

Once a nurse has established rela-
tionships with patients, the nurse
can help them better manage their
condition. Assistance often comes
through phone consultation, e-mail
reminders, or sending information
important for the patient to better
understand and manage the condi-
tion. The nurse may work with the
patient’s physician to assist with the
treatment plan. The goal of nurse
case management is to offer patients
a partner to help manage their care.

Does Wellness and Disease
Management Work?

Conceptually, it makes sense that
improved patient health will ulti-
mately reduce health care costs.
Cost savings occur in the health plan
claim cost as well as disability and
absence management plans.

Ten years ago, there was little em-
pirical data available to support the
effectiveness of wellness plans or dis-
ease management initiatives. How-
ever, things have changed. Several
large employers have released stud-
ies on their wellness initiatives:

e Motorola invests $6 million
annually in wellness initiatives
for their employees, family
members and retirees. The
initiatives include enhanced
education, wellness strategies
(health fairs, screenings,
nutrition, stress management,
and so on) and also disease
management programs for
asthma, cancer, depression,
and diabetes.

Return on investment studies
indicate for each $1 invested
in wellness, Motorola saved
$3.93. Annual aggregate
health care costs for partici-

pating employees increased by
only 2.4% while the costs for
non-participants increased by
18%.

e DaimlerChrysler launched a
National Wellness Program in
1985 in conjunction with the
UAW. The program was
available to all employees in
the United States and included
targeted education programs
based on identified risks and
interests. Programs to support
lifestyle change such as
smoking cessation, stress and
weight management were
offered. The program also
offered fitness activities,
workshops, and maintenance
strategies.

Cost savings from 1991 to
1995 were significant. In
1995, savings were estimated
at $16
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seen more quickly, generally in 6
months to a year.

Return on investment is difficult to
measure in these programs. You
need to understand the parameters
your vendor will use in calculating
ROI. It is easy for vendors to over-
state ROI, so it is important that
their methods make sense. It may
be difficult to attribute health plan
savings solely to wellness or dis-
ease management initiatives be-
cause so many factors can influence
claim cost.

Conclusion

Focusing on improving the health
of employees covered under your
health plan can help lower claim
costs. However, the cost savings
are not immediate and can take a
few years to
materialize. If

per
em-
ployee
per
month.
Employ-
ees who
com-
pleted
at least one health risk
assessment and participated in
at least one additional wellness
activity had an average cost
savings of $200.35 per year.

e A September 2003 Department
of Health and Human Services
report offers more information
on wellness strategies. The
report is available in PDF
format at http://aspe.hhs.gov/
health/prevention/
prevention.pdf.

Return on investment studies show
the impact of wellness initiatives is
not immediate. It can take 2-3 years
for a plan to reap the benefits of
effective wellness initiatives. Dis-
ease management results may be

your organiza-
tion has high
turnover, a
wellness plan
or a disease
management
initiative may
not be the best
course of ac-
tion for managing claim cost.

In reviewing your alternatives, you
need to be familiar with what your
organization has available through
the health plan vendor. Identify-
ing resources already available to
your organization and adding to
those resources with wellness and
disease management vendors may
be the ideal way to implement these
strategies in your organization.

Please contact your Account Direc-
tor with questions regarding
wellness and disease management
initiatives. MW







