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SUBJECT:  Proposed Motion 2008-0474 approving the Third Annual King County Health Reform Initiative Measurement and Evaluation Report.  
SUMMARY:  

Proposed Motion 2008-0474 would approve the Third Annual King County Health Reform Initiative Measurement and Evaluation Report for the 2007 reporting year.  The Health Reform Initiative is an employee benefits program to improve the long-term health of county employees and their families, while reducing the rate of growth in employee health benefit costs by one-third over the period 2005 through 2009.  In 2007, an additional program goal of improvement in employee productivity was added.

The third annual report meets the three policy directives provided by the Council for initiative reporting.  First, this report was transmitted in the requested form by the Executive in order for Council to provide ongoing oversight of the program.  Second, this report includes the 17 measures recommended by the Council to be included in the report.  Third, this report was reviewed by an external consultant, as required by Council, who found that the report is well-written, clear, analytically sound and thorough. (The consultant report is attached to this staff report).  The report was also reviewed by an inter-branch work group.
The third annual report describes performance of the program for its second full year of operation.  This report provides initial indications of trends that may be used to evaluate whether the initiative should be continued in the next three-year employee benefits period (2010-2012).  

Key findings of the third annual report are:

· The rate of growth in employee health benefit costs in 2007 was 6.4 percent which is a significant decrease from previous years of annual cost increases of 10 to 11 percent.  It is still too early to tell whether this significant decrease in costs seen in 2007 is a one-time event or a trend.

· Individual employee health improvement programs were changed mid-year 2007, therefore, it is not yet possible to determine if these programs are saving the county money.

· It is not clear whether changes in health behavior affected the utilization of health care.  

· Employee participation remains very high at 90 percent of eligible employees and family members.

· Employees and family members self-report health improvement in most areas with more effort needed to increase physical activity and reduce blood glucose levels.
BACKGROUND: 

In 2005, the Executive created the Health Reform Initiative as his approach to providing employee benefits for the 2007 to 2009 benefit period.  Council has provided active oversight of this employee benefits program since its creation.  In 2005, Council approved a business case for the Initiative with the goal of improving the long-term health of employees, while reducing the rate of growth in employee health benefit costs by one-third over the period 2005 through 2009 (Motion 12131).  This one-third reduction equates to $40 million.  The Initiative began in 2005 with five pilot programs and full program implementation began in January 2007. 

Chart One illustrates the three components of the Health Reform Initiative.  At the center is the benefits plan design and employee health programs.  The second component is the employee health education and work place wellness programs.  The outer component is the Puget Sound Health Alliance which is an external non-profit organization charged with improving health and reducing health care costs in the region.
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In order for Council to provide oversight of the Health Reform Initiative, Council approved a motion requesting the Executive to transmit an annual measurement and evaluation report and an independent quality assurance review of the report by an external consultant for the life of the initiative (Motion 12479).  In 2005, Council was also briefed on the design of the annual measurement and evaluation report (Briefing 2007-B0125).  

In 2006, the Council approved the first measurement and evaluation report for the reporting year 2005 and requested that subsequent annual measurement and evaluation reports be transmitted to Council (Motion 12353).  This first annual report established baseline information to be used in future reports as a reference point for measuring progress in meeting program goals and provided indicative findings for the program.   

In 2007, Council approved a plan for conducting a cost-benefit analysis for the program.  The intent of the cost-benefit analysis is to determine the extent to which individual programs and strategies and the initiative as a whole contribute to employee and dependent long-term improvements in health and slowing the projected increases in medical care costs (Motion 12479).  Council also approved 17 specific health and cost measures to be included in subsequent annual measurement and evaluation report.  In 2007, Council approved the second annual measurement and evaluation report for the 2006 reporting year (Motion 12597).

ANALYSIS:
The following analysis describes progress in the two primary initiative goals to: (1) reduce the rate of growth in employee benefits costs; and (2) improve the health of county employees.  
Financial Analysis:
As Chart Two illustrates, the rate of growth in employee health benefits costs has decreased.  The rate of growth has decreased from 10.7 percent for the 2004 to 2006 period to 9.6 percent for the 2004 to 2007 period.  While this decrease indicates progress, the rate of growth still remains higher than the target increase of 8.9 percent.







Chart Two
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Chart Three presents year-over-year cost growth for the county for employee health benefit costs for the 2003 to 2009 period.  The top line presents the expected annual rate of growth in employee health benefit costs if the initiative was not undertaken.  The middle line is the targeted annual rate of growth in employee health benefit costs as a result of the initiative.  And the bottom line is the actual rate of growth in health benefit costs.  

The rate of growth in 2007 was 6.4 percent.  This is a significant decrease from the 10 to 11 percent cost increases seen each year from 2004 through 2006.  One important factor contributing to this lower overall cost growth is a steady increase in the number of members choosing generics over brand name drugs.  It is still too early to say whether the 6.4 percent year-over-year cost growth seen in 2007 is a one-time event or the beginning of a moderation in the long term cost trend. 

Chart Three 

Baseline, Targeted and Actual Employee Health Care Costs
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The five care management programs (i.e., nurse line, disease management, case management, provider best practice and performance provider network) did not achieve their expected return on investment of $1.8 million in 2006 or of $1.1 million in 2005.  As a result, the executive made a number of changes mid-2007 to these programs to make them more effective.  Because these changes occurred mid-year, it is not yet possible to determine if the newly modified care management programs are effective.

Employee Health Improvement

Employee program participation remains very high at 90 percent of eligible employees and their families.  The program is having a positive impact on almost all measured self-reported risks for the period 2007 through 2008.  The measures showing risk reduction were alcohol use, depression, injury prevention, mental health, nutrition, sun damage behavior, tobacco use, stress, weight (Body Mass Index), cholesterol, and systolic and diastolic blood pressure.  More effort is needed to increase physical activity and reduce blood glucose levels. It is not clear whether changes in self-reported health behavior affected the utilization of health care.  

As Chart Four displays, there has been a slow, small, but steady growth in the number of members who had  medical claims for health conditions directly affected by one or more lifestyle factors (e.g. lack of exercise, poor nutrition) from 2002 (before the start of the HRI) through 2007.  It is not clear as to whether changes in health behavior affected the utilization of health care for conditions directly affected by that behavior.  One possible explanation for the increased use of health care starting in 2005 is the introduction of disease management programs to identify members with chronic conditions and encourage them to become active participants in treatment and management of their conditions.  Another explanation may be the aging of the county employee population whereby older workers generally required more medical services.

Chart Four

Utilization of Health Care for Conditions Affected by Behavior
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Next Steps

The information in the third annual report will be primarily used in two ways.  First, the executive’s employee benefits program is using information from the third annual report to evaluate whether to continue or adjust employee benefits programs.  
Second, the results from the third annual report is being used by both the executive and labor representatives to the Joint Labor Management Insurance Committee to negotiate the next employee benefits package for the three-year period 2010 through 2012.  The memoranda of agreements between the executive and labor for the health reform initiative end at the end of 2009.  Per the executive, their goal is to complete employee health benefit negotiations by the end of 2009.  
ATTENDING:  

Karleen Sakumoto, Program Director, Health Reform Initiative, Department of Executive Services

Kerry Schaefer, Employee Benefits and Well-being Manager, DES

Nick Maxwell, Healthcare Statistician, Office of Management and Budget 

ATTACHMENTS:  

1. Proposed Motion 2008-0474 (including Third Annual King County Health Reform Initiative Measurement and Evaluation Report)
2. Independent quality assurance review by an external consultant

3. Transmittal letter
















