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SUBJECT:  Proposed Motion 2007-0432 approving the Second Annual King County Health Reform Initiative Measurement and Evaluation Report.  
SUMMARY:  

Proposed Motion 2007-0432 would approve the Second Annual King County Health Reform Initiative Measurement and Evaluation Report for the reporting year 2006.  The Health Reform Initiative’s goal is to improve the long-term health of county employees, while reducing the rate of growth in employee health benefit costs by one-third over the period 2005 through 2009.  This report was transmitted by the Executive at Council’s request in order for Council to provide oversight of the Health Reform Initiative.  The second annual report includes the 17 measures recommended by the Council to be included in the report.  The second annual report provides directional guidance for the Initiative.  Trends for the Initiative will be reported in the 2008 through 2010 reports.  

The second annual report was reviewed by an external consultant who found that the report is very clearly written, directly addresses the 17 measures required be Council and the findings in the report are consistent with the data presented (The consultant report is attached to this staff report).
The second annual report found that:

· Employee participation in employee benefit programs is very high at 86 percent.
· There is an improvement in indicators of employee health, such as weight loss, and the number of employees identified as low risk.  Employee absenteeism was reduced.

· While the 2006 projected employee health care cost savings did not occur, the county is making progress that may reduce the rate of health care cost increase.
· The five care management programs (i.e., nurse line, disease management, case management, provider best practice and performance provider network) have not created their expected return on investment.  The county is negotiating with the vendor to make appropriate adjustments to these programs.

BACKGROUND:

Council has provided active oversight of the Health Reform Initiative.  In 2005, Council approved a business case for the Health Reform Initiative with the goal of improving the long-term health of county employees, while reducing the rate of growth in county employee health benefit costs by one-third over the period 2005 through 2009 (Motion 12131).  This one-third reduction equates to $40 million.  The Health Reform Initiative began in 2005 with five pilot programs and full program implementation began in January 2007.  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 September 2006, the Council approved the First Annual King County Health Reform Initiative Measurement and Evaluation Report for the reporting year 2005 and requested annual measurement and evaluation reports (Motion 12353).  The first annual report established baseline information to be used in future reports as a reference point for measuring progress in meeting Initiative goals and provided indicative findings for the Initiative.   
In March 2007, Council approved the Health Reform Initiative 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 the second annual measurement and evaluation report.  All 17 measures have been included in the second annual measurement and evaluation report.  The second annual report provides directional guidance for the Initiative.  Trends for the Initiative will be reported in the 2008 through 2010 reports.

ANALYSIS:
The following analysis summarizes performance of the Health Reform Initiative in meeting the goal of improving employee health while reducing costs for the reporting year 2006.  In summary, employee participation in employee benefit programs is very high and the initiative, based on self reported data, is showing signs of improving employee health, but projected employee health care cost savings did not occur.

Employee Health Improvement

The county is seeing improvements in employee health and employee program participation remains high.  There are improvements in reducing body mass index, nutrition patterns, the number of employees identified as low risk, employee absenteeism and in physical activity.  

Employee Benefit Cost Reductions

The county is not seeing cost savings from the Health Reform Initiative yet which is not unusual for a nascent employee benefits program.  The county is seeing an overall cost increase in trend for 2004 to 2006 of 10.7 percent as compared to the target rate of 8.9 percent rate for the self-insured KingCare health plan which about 80 percent of county employees have chosen.  
The use of generic drugs has increased from 53.6 percent to 60.5 percent between 2005 and first quarter 2007.  The county is making progress to achieve its goal of 70 percent use of generic drugs.  The increase in the use of generic drugs in 2006 resulted in an estimated $1.8 million reduction in prescription drug costs.  

The five care management programs (i.e., nurse line, disease management, case management, provider best practice and performance provider network) have not created their expected return on investment of $1.8 million.  This is consistent with the finding that each of the five pilot programs did not achieve their expected cost-savings of $1.1 million in 2005.  The second annual report discusses short-term and long-term plans to improve the performance of these programs and the Executive is negotiating with labor to make such changes to these programs.  

Next Steps
The employee benefits program is using information from the second annual report to adjust existing employee benefits programs.  In addition, best practices are being researched to determine how employee benefit programs should be adjusted.  With the support of the Joint Labor Management Insurance Committee, adjustments to the current care management programs are currently being negotiated with the vendor.  The results from the second annual report will also be used to develop the framework for negotiating the next benefits package (2010-2012) with the Joint Labor Management Insurance Committee.  These negotiations will begin in 2008.
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 2007-0432 (including independent quality assurance review by an external consultant and Second Annual King County Health Reform Initiative Measurement and Evaluation Report)
2. Transmittal letter
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