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The Development of a Health and Productivity Management Business Strategy -
The Need to Engage the C-Suite

ISSUE:  The U.S. Healthcare system is in the process of major change.  An improved healthcare system will require the cooperation and involvement of all participants – providers, health plans, employers, suppliers, consumers and governments.  Participants will need to redefine strategies, operating practices and organizational structures to improve healthcare delivery and outcomes.  While Healthcare is one of Houston’s biggest and most dynamic industries, asking local CEO’s outside of the healthcare industry to understand and engage in the complexities associated with fundamental reform is tedious and detracts from a fundamental problem facing the economy – the deteriorating health of the workforce and its economic impact on business.

Employers have been faced with a 70% rise in healthcare premiums since 2000.  Over the past ten years, the average spending on healthcare per employee has increased 140 percent, to more than $8,400 per employee.  While the rising cost of healthcare is a significant issue, the productivity-related costs of poor health are far greater than the direct cost of healthcare and are a much greater threat to the businesses with significant employee populations in Houston.  Many studies have shown that on average employers incur $3 of health-related productivity costs for every $1 of medical or pharmacy claims costs.  The majority of lost productivity cost is associated with chronic health conditions.  Sixty-five percent of the American workforce has at least one chronic health condition and comply with only half of recommended medical care for most conditions.  
Absenteeism and presenteeism are two of the many indicators of lost productivity.  Absenteeism is rarely tracked with respect to healthcare outcomes, and presenteeism (cognitive, emotional and behavioral employee engagement at work) is even less acknowledged as a concern for employers.  Surprisingly, the full cost of impaired workforce health is driven by different conditions than those driving medical and pharmacy costs, and the lost presenteeism is the largest cost contributor for these conditions.  
Employers by themselves cannot change the U.S. healthcare delivery system, but every company can impact its own health and cost outcomes by effectively integrating and managing its healthcare investments.
Health and Productivity Management (HPM) is a business strategy that employers are beginning to utilize to maximize the ROI of their human capital investment.  HPM is a strategy designed to improve the health of the workforce and directly relate aggregate health outcomes to company productivity and profitability.  
An integrated HPM strategy is proving to be the best opportunity available today for employers to have a measurable impact on healthcare and productivity outcomes.  An early leader in HPM has been Pitney Bowes.  Former Pitney Bowes CEO and current national advocate for health reform, Mike Critelli, states that “in any given year the return on investment of our health benefit planning function is about 5:1.”  Most companies lack the knowledge and systems to determine the total cost of their health investments let alone derive an ROI.   The profit motive for HPM as a business strategy is supported by fact.  A 2007 Watson Wyatt study clearly demonstrates that companies with more effective HPM practices enjoy higher revenues per employee (20%), experience greater returns to shareholders (57%), and have a higher market value (16%) than their less effective peers.
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