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About IBI

 501(c)(6) non-profit business association
 Established 1995
1,200+ organizational members — mostly employers
 Help business leaders to:

e Understand the toll that iliness takes on workers’
productivity

 Recognize the competitive advantages of helping
employees get and stay healthy

e Research, data, tools and educational activities

:
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For those who are new to IBI:

IBI is the hub of a network of business professionals who have responsibility for managing workforce health and productivity—mostly for their own company.

IBI’s role is to help them understand and make the business case for investments in a healthy workforce.

We do that by conducting original research, by developing tools that model the impact of illness on productivity, and by organizing opportunities for employers to learn from each others’ experiences.

The most important of which is IBI’s annual Forum, which brings together employers and health and productivity management professionals every spring. 2017’s meeting will be in March at the St. Francis Hotel in San Francisco.


@—

lliness Has Costs
Health Creates Value

 Employees create value by applying their
training, experience and talents towards the
company’s goals.

* lliness keeps employees away from the job or
prevents them from putting in their top
performance.

« Companies lose more than just the costs of
getting sick people well again. They lose all the
value healthier employees would have created.

s
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If IBI has a core message it is this:

Illness Has Costs
Health Creates Value

Businesses hire and develop people to help them achieve very specific organizational goals.
Earning revenues, educating students, providing healthcare are just a few examples

Whatever gets in the way of people showing up for work and putting in their best effort is a loss.
Not just in what you are paying people for incidental or disability absences, but more importantly in the lost value of everything you hire and develop them to do.
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Today’s agenda

e The view of benefits from C-Suite

* The strategic approach to health and
productivity

 Assembling the evidence in the meantime
— A hospital example

« How much loss is avoidable
— In principle?
— By intervention?
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What is the C-suite trying to accomplish with its benefits strategy?

What do they want to know?

What do they need to know?

What can we give them in the meantime that will help them understand the business value of a healthy workforce?


#
Make the Business Case to the C-Suite

IBl surveyed 345 CFOs
about their company’s health benefits

- 82% for-profit
- 80% had 500+ employees

- 40% were Fortune 1000 companies, with revenues
greater than $2 billion

Integrated Benefits Institute, February 2016, Finding the Value in Health: Results from IBI’s
Latest CFO Survey. 0
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In 2015 IBI conducted its fourth survey of CFOs about health and productivity issues.

The prior survey was in 2011. Major parts of the newly passed ACA were still in  question legally and politically.

We did not ask CFOs to speculate on how their organization might respond to however the law played out.

But they did tell us that regardless of what happened in the courts and in Congress, the legal standing of ACA was not going to be big factor on whether they continued to provide benefits.
Why would it? As long as the employees they need value benefits, businesses will offer them.

What those benefits might look like is another story …


Fast forward to 2015 – ACA is part of the healthcare and business landscape for the foreseeable future

Courts have largely upheld the law.

Legislative efforts to repeal it have failed repeatedly.

Major portions of the Affordable Care Act have been implemented.
Including mandated coverage for companies with at least 100 employees

What IBI now wanted to learn was:

How companies have thought about their health benefits in the meantime

What moves they have made to align their benefits with their broader business goals

VERY IMPORTANT:

Our survey questions referred to “health-related” benefits, and spelled these out as not just insurance, but also:

“Any company-sponsored policy or program designed to improve enrollees’ health or otherwise reduce the financial burden of illness on the company.”


#
CFOs: Key Partners in Benefits Decisions

850 of CFOs play a role in
Y0 benefits decisions
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43% of CFOs say they participate in decisions as
an equal partner—not just a budget
approver—with other business functions, like
HR
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One important point to keep in mind is why we surveyed CFOs about health benefits rather than HR or benefits executives.

Two reasons:

First is strategic: 
CFOs are responsible for ensuring that financial resources further a company’s business strategy.

Since IBI has long contended that health benefits are an investment in better business performance rather than just a recruitment and retention tool …

CFOs sit at the intersection of the costs and value of a healthy workforce.

Second is practical: CFOs have their seat at the decision-making table when it comes to benefits.
And they do more than just approve budgets.
14% say they make all or most decisions.


CFOs: Key Partners in Benefits Decisions

-- say linking health-related performance to
business metrics would help them make
better decisions
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Another important point to keep in mind is that as partners in making decisions about benefits, CFOs are able to make the conceptual link between healthier workers and the performance of their business more generally.


CFOs Could be More Effective Partners

Only 6%

of CFOs measure
ROI of health

benefits l

Only 23%

measure any outcome
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This led us to one of the most important – perhaps troubling – findings of the study.

We don’t see a lot of companies actively measuring how well their health benefits are performing.

Keep in mind that we’re talking to CFOs:

Only 6% say they have information on the ROI of their benefits.
This may say more about misperceptions about CFOs than anything else.

Only about 1 in 4 say they have any information on their programs’ outcomes.

Most of the time this is employee satisfaction or participation.


Cost control
IS Important ..

3 7%

of CFOs said cost
control i1s one of
their top 5 goals
for health benefits
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Companies make decisions about benefits without a lot of hard evidence.

An earlier IBI survey of employers showed that nearly all offered some health and productivity management programs – most of these did not measure outcomes, either.

What are they trying to accomplish?

To find out, we asked CFOs to read a list of items and identify their company’s most important goals for their health benefits since the passage of the ACA.

They were instructed to rank the top 5 in terms of importance.

The unsurprising finding is that for CFOs, cost control is important.

But consider this: when we initially wrote the question about goals, we included cost control as a throw-away answer.

We assumed nearly all  CFOs would rank cost control as most important, and then we could move on to the more interesting goals.


IS thelr most
J important goal

0
Cost control 8/%
of CFOs said cost
1S important o control is one of
their top 5 goals
for health benefits
...but only up
: A%
tO d pOInt i said cost control

1
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But it turned out that less than half cited cost control as the most important goal for benefits since the ACA.

What else was important?


#
For Every 10 CFOs Who Say Controlling

Costs is the Most Important Goal for
Health Benefits

AAARAANAN

11
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No single goal was as important as controlling costs.

But 2 other types of goals stood out:



#

For Every 10 CFOs Who Say Controlling
Costs is the Most Important Goal for
Health Benefits

o [ ® ® ® @ o o o o
IRAARRARAN
AAA
4 say “helping enrollees become healthier, better consumers of care”

:



Presenter
Presentation Notes
No single goal was as important as controlling costs.

But 2 other types of goals stood out:

Helping enrollees become healthier, better consumers of care.



#

For Every 10 CFOs Who Say Controlling
Costs is the Most Important Goal for
Health Benefits

AAARAANAN
AAARAAN

4 say “helping enrollees become healthier, better consumers of care”
4 say “attracting, retaining talent or improving productivity”

13
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No single goal was as important as controlling costs.

But 2 other types of goals stood out:

Helping enrollees become healthier, better consumers of care.

Things that improve a companies position in the competition for highly productive talent.



#

For Every 10 CFOs Who Say Controlling
Costs is the Most Important Goal for

Health Benefits
9 Other CFOs Report Another Goal as the Most Important

AAARAANAN
AAARRAAS

4 say “helping enrollees become healthier, better consumers of care”

4 say “attracting, retaining talent or improving productivity”
1 says “improving customer service or business performance”

:
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No single goal was as important as controlling costs.

But 2 other types of goals stood out:

Helping enrollees become healthier, better consumers of care.

Things that improve a companies position in the competition for highly productive talent.

A small minority were also primarily focused on improving their business performance more directly.
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lliness Has Costs
Health Creates Value

« How do employees create value
for your specific company?

 How does iliness get In the
way?

15
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We see that CFOs play a role in benefits strategy …

While costs are an important consideration, we have to recognize that they collaborate with partners who have other priorities.

Focusing only on costs of benefits—even when addressing CFOs—is limited at best.

At worst, it sends a signal that benefits are a tactical matter rather than a strategic business tool.

A more durable argument places benefits as an integral component of investments in human capital.

Let me present a perspective that goes back to the very basics of business strategy.



Human Capital Factors

Health

How Health Investments
e Optimize Human Capital

e Care mgmt.
e Lifestyle mgmt.

Health status Productivity enablers
e Risk factors ¢ Attendance
e Chronic illness ¢ Physical, cognitive, &

: e Mental health emotional functioning
Selection &

staffing

e New hires
e Education
e Experience

Work climate Readiness Output

e Supervision « Capabilities Ao e Quality Business

’ Su_pport ¢ Motivation performance ¢ Q_uan_tity objectives
e Fairness e Timeliness

Development
e Training

Guesa A strategic approach for
e Accountability _
business leaders .
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Organizations need high-performing human capital in order to achieve their business objectives such as:
Revenue
Profitability
Shareholder value
Sales

They do this generating very specific business outputs, such as:
Manufactured products, in the right quantity at the right level of quality
Turnover of inventory
Satisfied/repeat customers
Healthy patients
Students performing at grade level

To get the performance they need, businesses invest in human capital such as  recruitment and training 

But investments in human capital cannot produce value when illness keeps employees away from the job or prevents them from putting in their top performance.

This model illustrates how a healthy workforce enables an employer to optimize other human capital factors. 

Measures that business leaders use to assess their company’s objectives, outputs, and workforce performance can then be correlated with widely-available health measures such as the prevalence of health risks and chronic illnesses, or the frequency of sick day or disability absences.

That is a more durable business case for health than focusing only on the short term costs of benefits, or ROI based only on cost-reductions.


Most companies are not ready to
put the pieces together

Until then ... identify the pieces

« How much illness?

 How much lost productive capacity?
 What does it all cost?

17



A Lost Productivity Cost
Example




Model Data Sources
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These estimates come from IBI’s full cost estimator tool, which models illness-related lost productivity and costs for organizations based on nationally representative data from the Bureau of Labor Statistics, and disability claims in IBI Health and Productivity Benchmarking system – the largest database of employer STD, LTD, WC and FMLA policies in the U.S.

Over 3 million claims annually from the 52,000 employer policies in the books of business of 14 of the largest U.S. carriers

We modeled outcomes for a 5,000 person hospital system based on industry averages for NAICS 622.


A 5,000 Person Hospital System Loses
65,000 Days to lliness Annually

Presenteeism
30%

18% Sick days
24%

Source: 1Bl Full Cost Estimator, industry averages for NAICS 622
(Hospitals)

20



65,000 Days Lost

. 13.0 days PEPY

* The equivalent of 249 full-time
employees

e 5.4% of current human capital




At a Cost of $29.3 Million

$12 -
Other WC costs
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Millions

m Opportunity costs

m \Wages

$6

$4

$2

$0
Presenteeism wWC Sick days STD FMLA LTD

Opportunity costs assume that an employer replaced only 69% of the value of absent workers’ lost
output at the cost of their normal wages — or conversely, that it replaced 100% of their output atza
cost of 145% of their normal wages.




How Much of These
Losses are Avoidable?
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Employers are interest not just in the overall costs  of illness, but in how much of these costs they can reduce either by:

Preventing disease and managing health conditions before they result in losses.

Minimizing losses when illness results in disability leave from work.


Manageable conditions contribute
to losses

Sick days HDL cholesterol
Body weight

LDL cholesterol
Stress
Triglycerides
Treatment

COSts

Blood glucose -
Disability

leave

Gifford, Brian. "Unhealthy body welght iliness absence, presenteeism, medical payments, and
disability leave: A longitudinal view." Population Health Management 18, no. 4 (2015): 272- 2874
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Preventing losses by managing conditions is one approach.

A 2015 study from IBI found that several manageable conditions were associated with productivity losses.

We learned this by matching 60,000 employees’ healthcare and disability claims to their responses to a battery of questions about their health, their performance on the job, and their incidental sick day absences.

With the exception of LDL “bad” cholesterol and triglycerides, all has an independent association with either lost productivity or health care costs

By independent I mean a relationship that cannot be attributed by any of the other measured health factors. These are still serious conditions, primarily because they occur as com-morbidities

Understand that low levels of HDL “good” cholesterol are associated with worse health and productivity outcomes.
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RTW resources disrupt persistent
claim durations
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Integrated Benefits Institute, September 2016, The Value of Disability Return-to-Work Progrargg,.
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Not all lost productivity is avoidable of course.

But interventions that happen after the a disability incident can minimize the impact on productivity.

IBI recently did a study of 109 employers

We matched information about their RTW resources and accommodation strategies to their employees’ short-term disability claims over 2 years.

Companies that struggled with long disability claims in one year also tended to have long durations in the next year.

But companies with RTW resources were better able to bring down those YoY durations.

Example: a company with a 50-day average duration in year 1 would be expected to see some moderate decrease (2 days) in year 2 if only from regression to the mean. But the companies with RTW resources saw a decline of 8 days.

From a 60-day baseline the decline was even greater, down to 45 days for companies with RTW compared to 58 days for companies without.
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Jointly managing occ & non-occ cases
disrupts persistent claim durations

0
o

Gap in days for employers with longer durations
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Managed jointly, different RTW rules
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Managed jointly, same RTW rules

Employer's modeled average claim
duration (days) in following year
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Integrated Benefits Institute, September 2016, The Value of Disability Return-to-Work Progrargg,.
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The bad news:

Many employers are missing out on the benefits of RTW programs. 

In spite of the clear advantages for managing disability durations, half of 256 employers surveyed had no RTW resources.

Most employers with RTW programs lacked resources directly focused on managing non-occupational disability cases.


Summary

« CFOs want more than just cost information

 Adurable case for a healthy workforce
emphasizes the value employees to the
organization — and how iliness gets in the

way
e The costs of Illness are calculable
* Losses can be mitigated

27




Further Resources

 Integrated Benefits Institute, February 2016,
Finding the Value in Health: Results from IBI’s
Latest CFO Survey

* Integrated Benefits Institute, February 2016,
Putting the Pieces Together: Linking Health and
Business Performance Measures

e |BI Full Cost Estimator

* Integrated Benefits Institute, September 2016,
The Value of Disablility Return-to-Work Programs

.



https://ibiweb.org/research-resources/detail/finding-the-value-in-health-results-from-the-integrated-benefits-institutes
https://ibiweb.org/research-resources/detail/finding-the-value-in-health-results-from-the-integrated-benefits-institutes
https://ibiweb.org/research-resources/detail/putting-the-pieces-together-linking-heath-and-business-performance-measures
https://ibiweb.org/research-resources/detail/putting-the-pieces-together-linking-heath-and-business-performance-measures
https://ibiweb.org/tools/full-cost-estimator
https://ibiweb.org/research-resources/detail/the-value-of-disability-return-to-work-programs

Brian Gifford, Ph.D.
bgifford@ibiweb.org
(415) 222-7217

INTEGRATED
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Learn more at IBlweb.org
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