HEALTH CARE COSTS:
THE GOOD, THE BAD
AND THE UGLY
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THE GOOD
The rate of increase in health care costs is
moderating, Health care costs for most
employers are no longer increasing at dou-
ble-digit rates. Costs are going up, not
because of inflation, but generally because
we are getting more “good stull.” Health
care plans are paying for better drugs and
better technologies than before. We are also
consuming more health care as we age. Our
rate of growth is roughly the same as that in
other countries. People with insurance
have access 1o the most advanced health

care in the world.

THE BAD
The United States spends almost rwice as
much per person on health care as the
median for other industrialized nations.
This puts us at z disadvantage in the glob-
al marketplace. The United States is the
only industrialized nation without some
form of national health insurance. Over
15 percent ol the population has no
health insurance, and the unisured get
care that is more like Third World care
than the advanced care received by those
with insurance. As a result, Americans
have a lower lile expectancy than people
in other industrialized nadons, higher
rates of infant mortality and lower rates of
childhood immunizations, just to men-

tion & few of the problems.

THE UGLY

Even for people with insurance, the qual-
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ity of care is not as good as it could be or

should be, even though it is the best in
the world. According to the Institute of
Medicine, 225,000 people die each vear
due 1o preventable hospital and drug
errors. Preventable adverse drug events
in hospitals cost $2 billion per vear
Medical errors cost $37 billion per year.
According to Rand, 45 percent of patients
receive inadequate care. According to the
Employee Benefits Research Institute, 20
percent of patients do not take prescribed

medications due to prohibitive cost.

WHAT'S AN EMPLOYER TO DO?
First, employers need to recognize that
there is no silver bullet that will solve the
health care cost crisis. Costs are going up
for a variety of reasons and no single one

approach will address each of those caus-
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es. Some of the reasons health care costs
are rising more rapidly than general infla-
tion include;
» Demographics
* New drugs
« New technelogies
* Cost shifting
« Nursing shortages
« Mandated coverage
« Unnecessary care, including care
rendered because of:
- Defensive medicine
- Inappropriate consumer demand
- Lack of evidence-based medicine
- Qversupply of some providers
- Fraud & abuse

» Leveraging effect.

1t is also helplui to think in terms of dit-
lerent segiments of the emplovee popula-
tion. Some health care cost control tech-
migues can work across the spectrum of
emplovees, but others should be argeted
to specific populations. Employees can be
categorized into the following groups:

* The well

* Those at risk

* Those with chrenic conditions

= Those with catastrophic conditions.

Additionaily, any of these employees
could {all victim 1w acute conditions at
any time.

Some of the cost control approaches
that work across the health care continu-

am include;
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« Cost sharing/eost shifting
» Consumer-driven health plans
+ Tiered plans

« Managed care.

For emplovees who are well, the objective
shoutd be o keep them welll Toals o do
so include health promotion programs,
such as:

« Pducation

* Screenings

« Inununizations

» Healthy lifestyle promotion.

This group also has a lot of maternity
cases, Prenaw] wellness programs can have
a hig pavoell in & short period of dme.
Preventing just one nconatal intensive
care-unit case can pay lor years of wellness
DIOGIAmS.

For those cmplovees who are av risk,
health risk management programs can in-
clude:

« Health risk assessments

» Targeted behavior modificarion

« Stress/mental health management

» Physical activity campaign

* Predictive modeling.

Disease management programs for the
chronically il should include:

« Patient identification and automatic

enrollment

* Care coordination

» Compliance tracking and support,

Good disease-management programs will
use pracrice guidelines modeled on evi-
dence-hased medicine and will also ad-
clress comorbid conditions.

High-cest care management for the cat-
astrophically ill should include:

« Case Management

= Discharge Planning

* Navigational Support
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« Padent Advocacy
« Care Coordination

» Transplant Case Management

Cost containment approaches for the
acutely il can include:

« Nurse advice line

= Self-care shills

« Online resources

« Salery programs, not just at work

but for the home as well.

CONCLUSION
While there are definitely steps employ-
ers cun lake (o mitigate their health care
cast iHCI’ClISL‘S‘ lhk‘['(\ are ﬂl.‘“\(} SO
things that are simply beyond their con-
trol. Governmenial intervention will be
needed to provide universal coverage
and stap cost-shifting doe to the large
number of people without insurance.
Increased wse ol clectronic resources
can improve quality of care, but the gov-
ernment should provide standards so
systems can communicate with onc

another.
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