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The Value Dilemma

“My CEO asked me recently what we 
were getting for all the money we’re 
spending on benefits. I realized I could 
tell him exactly what our benefits 
programs cost. But I had no idea what 
value our business was getting from 
them.”

-- IBI Employer Board Member
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“Premium costs are projected to rise to 
24 percent of median family income by 
2020. Without health reform, middle-
class families will be priced out of health 
insurance altogether.”

-- Karen Davis, President, Commonwealth Fund

The Affordability Dilemma
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About IBI

• National, non-profit
• 440 corporate sponsors
• Programs

– Research
– Health & productivity measurement
– Benchmarking
– Education
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Why Chronic Conditions?
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Adam Smith – on Health,  
Productivity & Chronic Conditions

“[It] seems not very probable…that men in 
general should work better when they are ill 
fed than when they are well fed, when they 
are disheartened than when they are in 
good spirits, when they are frequently sick
than when they are generally in good 
health...Sickness and mortality…cannot fail 
to diminish the produce of their industry.”

- Adam Smith, Wealth of Nations, 1776
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Chronic Conditions

• #1 cause of death and disability
• 75% of nation’s healthcare spending
• Majority can be prevented or managed
• Prevalence nearly doubled between 

1995 and 2005

Source: Partnership to Fight Chronic Disease – 2007 �



Number of Chronic Health Conditions
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None 1 2 3 4 5 or moreSource: IBI Research Insights,  August 2008
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Co-Morbid Conditions



Co-Morbid Chronic Health 
Conditions and Lost Time
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Medical Episodes Linked to 
Disability

2 medical 
episodes

22%

4 medical 
episodes

14%

3 medical 
episodes

18%

5 or more 
medical 
episodes

25%

1 medical 
episode

21%

Source: The Impact of Integrating Health and Disability Data, IBI, 2006	




The Business Basis for a 
Health & Productivity 

View
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Linking Health to Productivity & 
the Bottom Line

Strong link
61%

Weak link
7%

Moderate link
32%

CFO Survey, IBI, 2002	�



Critical 
Factor

4%

Moderate 
Degree

54%

Great Degree
21%

Slight Degree
18%

Not At All
3%

Effect of Benefits Programs on 
Financial Performance

A big deal 
for only 25%

CFO Survey, IBI, 2002	�



What are the Key Metrics?

• Cash flow
• Revenue growth
• Earnings growth

CFOs

	� CFO Survey, IBI, 2002



What are the Key Metrics?

• Cash flow
• Revenue growth
• Earnings growth

• Program costs
• EE satisfaction
• EE retention

CFOs Benefits Managers

	� CFO Survey, IBI, 2002



The Business Value 
of Health

Linking CFOs to Health and 
Productivity

IBI Research, 2006	�



The Impact of Ill-Health
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Source: The Business Value of Health: Linking CFOs to Health and Productivity, IBI, 2006	�



Are CFOs Getting Information?

• Absence
– 51% ever get reports on occurrence
– 22% get reports on financial impact

• Presenteeism
– 22% ever get reports on occurrence
– 8% get reports on financial impact

Source: The Business Value of Health: Linking CFOs to Health and Productivity, IBI, 2006	�



How CFOs Would Use Lost-
Productivity Information

65%70%73%75%75%
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Source: The Business Value of Health: Linking CFOs to Health and Productivity, IBI, 2006�




Quantifying Lost Productivity

What is the real cost of people being 
away from work?

�	



Full-Cost Estimation
– 45,000-life Manufacturer 
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Lost Productivity Costs a 
Function of ….

• Ability to replace workers
• Time value of output
• Degree of team work

Source: Sean Nicholson, Mark Pauly, et al., "Measur ing the Effects of Work Loss on Productivity with T eam 
Production," Health Economics 15: 111-123 (2006).��
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Chronic Conditions

Health and 
Productivity as a 

Business Strategy: 
A Multiemployer 

Study

Source: Journal of Occupational and Environmental M edicine. Vol. 51, No. 4, April 2009��



Database Structure

• Three unique databases
– 1,045,552 medical claims

– 413,110 pharmacy claims

– 34,622 employee self reports

• Creating an integrated database
– Mapping pharmacy claims to medical 

claims

– Mapping self reports to medical/pharmacy 
claims

��



Prevalence/Treatment of Health Conditions
-- Top 10 --

29%

52%

34%

21%

27%

23%

22%

19%

19%

18%Hypertension

Migraine

Obesity

Sleeping problems

High cholesterol

Headache

Depression

Fatigue

Back/neck

Allergy

Proportion  with condition

Proportion with condition
treated

�� HPQ database – Ron Kessler, Ph.D.



Medical & Pharma 
-- per 1000/FTEs --

Arthritis

Hypertension

Sleeping Problems

Diabetes

GERD

High Cholesterol

Other Chronic Pain

Coronary Heart Dis.

Back/Neck Pain

Cancer (other than skin)

Medical Drug

��

$100,000 $200,000

Loeppke, et. al. JOEM 2007



Total Medical, Pharma & Productivity
-- per 1000/FTEs --

Anxiety dx

Obesity

Hypertension

Arthritis

High Cholesterol

Sleeping Problems

Other Chronic Pain

Fatigue

Depression

Back/Neck Pain

Medical
Drug
Absence
Presenteeism

��

$400,000$200,000 $600,000

Loeppke, et. al. JOEM 2007

(HPBS – Phase 1)



Total Medical, Pharma & Productivity
-- per 1000/FTEs --

Hypertension

Other Chronic Pain

Other Cancer (vs Skin)

Allergy

GERD

Anxiety

Back/Neck Pain

Arthritis

Obesity

Depression

Medical
Drug
Absence
Presenteeism
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$300,000$100,000 $400,000

Loeppke, et. al. JOEM 2009

(HPBS – Phase 2)

$200,000



Co-Morbidity and Lost Time
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Source: The Real Costs of Depression in the Workforce, Integrated Benefits Institute, 2009��



The Depressing Background

• Depression - 2nd leading disability cause worldwide.

• More than 6% of working adults had a major 
depressive episode in the prior 12 months, with 
lifetime prevalence at least twice that.

• Significant delays in depression diagnosis and 
treatment - half of depressed adults received 
treatment eight years or more after onset.

• Only 30% of those reporting depression receive 
current professional medical care according to HPQ 
employee self reports.

��



Depression and STD Claims

Source: The Real Costs of Depression in the Workforce, Integrated Benefits Institute, 2009

� “The common cold of mental 
health,” depression affects only 16% 
of STD claims
� But the cost, duration and 
complexity of depression-related 
STD claims grabs employer attention
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Depression and STD Claims

No depression
80%

N = 45,171 EEs
��



Depression and STD Claims

80% of STD 
cases with no 

depression
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Depression and STD Claims

No depression
80%

Depression 
treatment only 
prior to STD 

4%
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Depression and STD Claims

No depression
80%

STD cases 
with 

depression  
diagnosis

5%
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Depression and STD Claims

STD claim, 
subsequent 
depression

11%

STD cases 
with 

depression 
diagnosis

5%
��



STD Lost Time by Depression Status
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STD Lost Time by Depression Status



50

72
65

0

10

20

30

40

50

60

70

80

Control group Depression group Co-morbid Group

A
v
e

. 
S

T
D

 L
o

s
t 
D

a
y
s

��

STD Lost Time by Depression Status



Depression and STD Claims

Source: The Real Costs of Depression in the Workforce, Integrated Benefits Institute, 2009

� Evidence associates relatively minor 
depression treatment costs with 
substantially higher medical and wage 
loss costs.
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Total STD Costs by Component
– No pre-STD depression treatment –
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Source: The Real Costs of Depression in the Workforce, Integrated Benefits Institute, 2009
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Total STD Costs by Component
– No pre-STD depression treatment –
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$30,000
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  Depression medical   Non-depression medical
  Pharmacy   STD wage replacement
  Lost productivity

$26,846
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$10,159

$1,124
$3,603

$11,960

$16,544

$4, 460

$1,931

$11,058

$605

Source: The Real Costs of Depression in the Workforce, Integrated Benefits Institute, 2009
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Relationship Between Physical 
Symptoms and Behavioral Health 

Source: Kroenke, K., Spitzer, R.L., Williams, J.B., et al. 1994. “Physical symptoms in primary care. 
Predictors of psychiatric disorders and functional impairment.” Archives of Family Medicine 3:774-779.��



Depression from a Broader View: 
HPQ Self-Reports 

• Prevalence: 28%
– Currently not in treatment: 70%

• Lost time
– Absence: 2.2 days/person/year

– Presenteeism: 7.5 days/person/year

• Co-morbidity
– 97% of depression cases are co-morbid

– Average of 7 co-morbid conditions

Source: The Real Costs of Depression in the Workforce, Integrated Benefits Institute, 2009
��



Components of Lost Productivity 
for Depressed Employees

Source: The Real Costs of Depression in the Workforce, Integrated Benefits Institute, 2009

� Lost productivity is greatest for those 
employees still working

� More than 80% of all lost productivity 
for depressed employees is associated 
with sick leave and presenteeism.
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Components of Lost Productivity 
for Depressed Employees

Source: The Real Costs of Depression in the Workforce, Integrated Benefits Institute, 2009
�




Lost days for 
depression-

diagnosis STD  

6%

Components of Lost Productivity 
for Depressed Employees

Source: The Real Costs of Depression in the Workforce, Integrated Benefits Institute, 2009
�	
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where STD 
claim with 

subsequent 
depression 
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Components of Lost Productivity 
for Depressed Employees

Source: The Real Costs of Depression in the Workforce, Integrated Benefits Institute, 2009
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What Does this Research Teach?

• Look beyond the STD diagnosis

• Look beyond claims costs and include lost 
productivity – improved ROI

• A little depression may go a long way

• Self-report data must be integrated for full 
costs

��



Source: A Broader Reach for Pharmacy Plan Design, Integrated Benefits Institute, 2007��



Results Attract Media Attention 

Source: A Broader Reach for Pharmacy Plan Design, Integrated Benefits Institute, 2007��



Average Medication Adherence
- Rheumatoid Arthritis
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Source: A Broader Reach for Pharmacy Plan Design, Integrated Benefits Institute, 2007��



Impact of Out-of-Pocket Cost
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Savings in Lost Productivity Costs
-- For No-Script Group --
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Business Case 
DVD

For DVD, click here at ibiweb.org ��� �
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The Real Problem: The Full Cost of 
Poor Employee Health
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IBI Health & Productivity 
Snapshot Results

Absence
Presenteeism

1.8 lost 
days per 
FTE/Year

6.2 lost 
days per 
FTE/Year

Lost worktime = 8 
days per FTE/Year 
or $2,598 per 
FTE/Year in Lost 
Productivity

Source: Winning Ways – How to Gain C-Suite Support f or Health & Productivity Improvement DVD. Integrate d 

Benefits Institute. 2008.��



Impact on EBIDTA of Lost-
Time Improvements
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Source: Winning Ways – How to Gain C-Suite Support f or Health & Productivity Improvement DVD. Integrate d 

Benefits Institute. 2008.��



The Bottom Line

Savings $15.0 MM

Wall-Street Multiple                     10.7X

Outstanding Shares                   284.3 M

Gain in Stock Price               $ .56/share

Principal Owner (56%)             $90 MM

One Day of Productivity Improvement

Source: Winning Ways – How to Gain C-Suite Support f or Health & Productivity Improvement DVD. Integrate d 

Benefits Institute. 2008.��



For More Information

Bill Molmen
wmolmen@ibiweb.org

www.ibiweb.org
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