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January 19, 2007

The Honorable Larry Gossett

Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Gossett:

I am pleased to forward to you a proposed motion approving the King County Health Reform Initiative – A Plan for Conducting the Cost-Benefit Analysis as required by Motion 12353 adopted by the King County Metropolitan Council (emphasis added).

The executive shall transmit to the council by motion by January 15, 2007, a plan to conduct a cost-benefit analysis of the entire health reform initiative.  The executive shall transmit to council by motion by August 15 of each year the health reform initiative measurement and evaluation report.  The annual reports shall contain outcome measures that may be used to evaluate if King County employees are healthier as a result of health reform initiative programs.  Each annual report shall include an independent quality assurance review conducted by an external consultant.  And each annual report shall be adequately reviewed by the health reform initiative measurement and evaluation steering committee before each annual report is transmitted the council.

The plan was prepared by Clegg and Associates, Inc. and Calculated Risk, Inc. in coordination with Health Reform Initiative (HRI) staff and the HRI Measurement and Evaluation Steering Committee on which the council is represented by council staff David Randall. 

As intended since the inception of the HRI, the cost-benefit analysis will be integrated into the annual measurement and evaluation reports, beginning August 2007.  We are grateful to the independent HRI Peer Review Panel and the Measurement and Evaluation Steering Committee for contributing significant improvements to this approach.

The Health Reform Initiative was officially launched in 2005, based in part upon the 2004 recommendations of the King County Health Advisory Task Force.  Since that time HRI has become recognized as one of this nation’s most innovative and ambitious efforts to bring a market- and evidence-based approach to the management and delivery of health care to employees and their dependents.  Attached is a summary of accomplishments and program improvements.  This national recognition has taken the form of regular speaking requests and inquiries from federal agencies, state and local governments, as well as numerous media stories.  In addition, King County’s leadership in this arena provides us with standing on this issue at the federal and state levels.  This standing will ultimately result in actions that produce state and federal funding and policy decisions which will improve health and reduce cost in our region and at King County. 

As detailed in the 2005 Measurement and Evaluation (ME) Report transmitted to you in August 2006 the small early savings projected for 2005 were not realized.  While this is disappointing, we remain optimistic that the unprecedented level of program participation during the past year means that projected savings have been deferred to future years.  As reflected in our ME design framework, however, if ongoing analysis indicates these savings are not being realized, we will redouble our efforts to find new savings opportunities.  The King County HRI operates in a dynamic environment where the programs and services we offer must be flexible in the manner in which they are applied to meet our goals of improved health outcomes and controlled costs.  It naturally follows that the methods and criteria by which we measure and evaluate the progress of this effort must evolve as well.  That is why I am pleased to offer the enclosed plan for conducting the cost-benefit analysis, which identifies some significant improvements, including a much more comprehensive set of measures designed to more effectively examine the cost and benefits of the initiative’s progress.

I would like to express my appreciation to the council for your diligent review of the Health Reform Initiative annual budget and ME-related reports.  Your review directed attention to the need to apply the concept of cost-benefit to HRI program elements that had previously been viewed as outside the boundaries of the planned analysis.  It is important also to note the collaborative involvement of the Joint Labor Management Insurance Committee (JLMIC) in the development and implementation of the HRI.  The JLMIC continues to track the results of the measurement and evaluation effort and to explore and recommend improvements to our health reform programs. 

The new cost-benefit approach that focuses on the overall HRI effort is based on the recommendations of King County Health Reform Initiative Check-Up: Report on the Peer Review Panel, transmitted to the council on October 24, 2006.  The report is an independent analysis by five distinguished health care experts who examined the strategies, policies and programs implemented as part of the Health Reform Initiative.  The report makes the following conclusions relevant to the cost-benefit plan:

· Focus on Whole Program:  In these early stages it will be difficult to determine which strategies are causing changes to cost and quality within the multi-pronged HRI approach.  Focus on assessing the HRI as a comprehensive set of strategies while continuing to measure the specific programs individually.

· Cost/Benefit Ledger:  Be cautious about reducing the program to one measure of cost/benefit.  Consider developing a cost/benefit ledger that will recognize both quantifiable and non-quantifiable costs and benefits.

· Intermediate Outcome Measures:  Develop a set of “intermediate outcome measures” that indicate improved healthy behaviors such as physical activity, flu shots and tobacco cessation.  Evaluate success based on changes in employees’ risk levels.

The King County Health Reform Initiative Plan to Conduct a Cost-Benefit Analysis responds to both the council’s call for a broader set of indicators on the health of our employees and their dependents and the recommendations from the Peer Review Panel by conducting a “total value, total return” analysis that looks at costs and savings for the HRI program as a whole.  The definitions of “costs” and “savings” have been broadened to recognize organizational costs as well as financial costs.   Intermediate measures recording the change in health behavior and health status of the King County employee population have been added.  The foundation of this new approach is still a program-by-program analysis of the effectiveness of the programs discussed in the HRI business case approved by council in 2005.  The new cost-benefit analysis report also fleshes out the costs and benefits of creating a healthy workplace, and the progress of the Puget Sound Health Alliance towards improving health care quality and accountability in the regional health care industry.  
Specifically, the attached cost-benefit analysis plan identifies indicators of health outcomes that will help track over time the movement of our employees and their spouses/domestic partners as individuals, as well as the movement of King County government as an organization through the stages represented in this model.  This approach accurately reflects the innovative dynamism of the King County Health Reform Initiative as we move into the next phases of implementation.

The model for behavior change has applicability to the county’s investment in the Puget Sound Health Alliance.  Early indicators of health for the Alliance include measuring regional awareness of the organization, followed by indicators of its viability as measured through membership growth, before we will see the Alliance impact on health care cost expectations in our region.  One set of indicators that we hope to develop by August are “leadership dividends” that will help quantify and track the results of King County’s far-reaching leadership on health care reform; dividends such as state and federal policy changes and funding that benefits our region.
As King County Executive, I wholeheartedly endorse and support the council’s requirement for a qualified independent consultant to conduct a quality assurance assessment of the annual ME report, as well as the involvement of the measurement and evaluation steering committee in reviewing the analysis.  As noted above, the cost-benefit analysis developed under this plan will be included as part of annual Measurement and Evaluation reports as the data and results for each level of HRI implementation become available.

If you have any questions about King County Health Reform Initiative –A Plan for Conducting the Cost-Benefit Analysis, please call Caroline Whalen, Deputy County Administrative Officer, Department of Executive Services, at 206-296-3820, or Karleen Sakumoto, Project Director of the Health Reform Initiative, at 206-296-8579.  I thank the council for your continued attention to the progress of Health Reform Initiative.  

Sincerely,

Ron Sims

King County Executive
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