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conmect employee heaith, organiza-
tional performance, and work output
(ie, productivity). Thus, there is a
growing body of literare suggest-
ing that worker health and productiv-
ity are related and that effective man-
agement of one will positively
impact the othes.

When considering productivity
losses associated with health care, di-
rect costs (eg, those associated with the
provision of medical insurance bene-
fits, disability payments, workers'

compensation losses) most likely rep-

resent only a fracuon of what employ-
ers spend to keep workers healthy and
on the job.* We will show that when

employers factar in indirect costs (such |

as those for replacement workers,
overtime premiums, productivity
losses related to unscheduled absences,
and productivity losses of workers
while on the job), the total health and
productivity cost burden js increased
significantly.

Recent labor shortages, atterpts to
consolidate corporate functions, and
increased emphasis on expense man-
agement are some of the factors that
have driven many organizations 1o
organize diverse human resource and
benefit functions in a more coordi-
nated fashion. Many employers have
introduced a new manazgement ap-
proach that has been termed health
and productivity management
(HPM). HPM refers to the joint man-
agement of the many types of pro-
grarus that employees may access
when they are sick, injured, or bal-
ancing work/life issues. These in-
clude medical benefits, disability and
workers’ compensation programs,
employee assistance programs
(EAPs), paid sick leave, and occupa-
tional safety programs. HPM also
refers to activities meant to enhance
morale, reduce turnover, and in-
crease on-the-job productivity 8

In this article, we describe the pro-
cess for gathering key HPM measures
from a diverse group of American
employers who participated in our
most recent benchmarking study. We
detail how the data were collected,
how the measures were developed, and

how “best-practice” targets were set.
We also explain how quantitatve data
(from the survey phase of the smdy)
were combined with qualitative infor-
mation about HPM best practices
(gathered through site visits at leading
companies) to position the HFM
model internally within organizations.
The results reported suggest significant
opportunities for other emplovers to
better manage their health and produc-
tivity programs through collaborative
efforts within their organizations. Just
as important, the methods used to col-
lect and evaluate HPM information
presented within this report can be
replicated at many other organizations,
as a first step toward identifying op-
portumities for enhancing and coordi-
nating the management of empioyee
health and produoctivity.

Background

In the summer of 1996, represen-
tatives from a group of 17 Fortune
500 companies met in Chicago to
discuss their individual and coliec-
tive efforts in health and productivity
management. The HPM benchmark-
ing initiative grew out of an explicit
need identified by this group of lead-
ing employers to identify compara-
tive metrics and praciices that wouid
help them better understand the per-
formance of their HPM programs.
Subsequently, the first HPM Consor-
tium Benchmarking Study was de-
signed and implemented in April
1997.

The first study was a cooperative
venture between The MEDSTAT
Group (MEDSTAT) and The Amer-
ican Productivity & Quality Center
(APQC). Most recently, the Institute
for Health and Productivity Manage-
ment was also included as a partner,
as were three pharmaceutical compa-
nies, Pfizer, Pharmacia, and Scher-
ing-Plough. The HPM Consortium
Benchmarking Study consisted of
two phases.

Phase |: Quantitative Analysis

In this phase, a survey was admin-
istered 1o human resources or benefit
staff at each participating organiza-
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tion. The survey was designed to
collect basic information about each
organization’s performance in the
following HPM areas: health care
benefits; EAPs; unscheduled ab-
sence; short- and long-lerm disabil-
ity; workers’ compensation; em-
ployee wrnover; health, demand, and
disease management pPrograms; €m-
ployee compensation; employee atti-
tudes; and organizational
productivity.

The focus of the survey was o
gather specific performance data, in-
cluding costs, incidence, and dura-
tion for each of these programs. Re-
spondents supphed data about their
actua] experiences. Each partici-
pant’s performance was then com-
pared with norms and benchmarks
that were internal (based on compar-
isons with other swudy participants)
and external (obtained from public
domain databases, reference docu-
ments, and other publications). Po-
tential areas for improvement were
identified, and dollar estimales of
potentia] cost savings were calcu-
lated based on the difference be-
tween the organization’s actual expe-
rience within each HPM area and the
experience of organizations at the
25th percentile or better. The results
of this study were reported to all
participating organizations, individu-
ally and in aggregate, during a
“knowledge transfer session™ that
culminated the study.

Phase I1: Qualitative Analyses

This phase of the study focused on
gathering qualitative information
through site visits from organizations
considered to use best practices in
implementing HPM programs. Flan-
ning for site visits began with an
organizing meeting in September
1997, at which the APQC/MED-
STAT stody team and the partici-
pants agreed on the scope of the
project. The study team developed
specific discussion items 1o be ad-
dressed during site visits with best-
practice organizations.

Planning for the September meet-
ing began 1 month earlier with an
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extensive review of secondary liter-
ature to identify organizations that
have implemented innovative prac-
tices in HPM. The study team com-
piled the results of their investiga-
tions, which were used by
participants to select besi-practice
organizations suitable for site visits.

The study team also developed a
data collection tool and standard in-
terview protocol to be used at site
visits with innovative companies,
The first set of visits was conducted
in November and December 1977
and the second set during the same
time period in 1998. The visits fo-
cused on three areas of inquiry: (1)
factors that facilitated the implemen-
tation of an HPM agenda within an
organization, (2} actual implementa-
tion processes, and (3) methods used
to measure and evaluate program
outcomes. Best-practice organiza-
tions selected for site visits in 1997
and 1998 were 3M Company, Ap-
plied Materials, Chevron Corpora-
tion, Coars Brewing Company, Gen-
eral Electric Company, Navistar
International, Steelcase Inc, Texas
Instuments Incorporated, and Union
Pacific Railroad,

The overwhelming success of the
earlier HPM benchmarking studies
prompied MEDSTAT and APQC to
improve and expand the study each
year. In the third year of the study,
the new smdy partners (Institute for
Health and Productivity Manage-
ment, Pfizer, Pharmacia, and Scher-
ing-Plongh) became acrtively in-
volved in the design and
implementation of the project. After
feedback from respondents, the
quantitative survey was expanded to
include new questions about related
HPM program areas, including
EAPs, on-site medical clinics, safety
programs, disease management, clin-
ical patterns, and work-life
programs.

Described below are the methods
used to develop key measures, the
processes used (o collect and com-
pile data, and the results from the
most recent study. For this applica-
tion, 1998 data were collected and

Heelth and Productivity Benchmarks « Goetzel et al

analyzed. Results were reported to
the 43 employer participants in
March 2000. We supplemented the
quantitative results with qualicative
findings collected during site visits
conducted with best-practice compa-
nies in 1998,

Study Objectives

The objectives of the HPM Con-
sortium Benchmarking Study were
ta (1) provide sufficient quantitative
information for an organization’s
management team to assess the rela-
tive magnitude of HPM expenditures
across departments and functions
within their orgamization; (2) com-
pare program-specific results with
norms and benchmarks so that op-
portunities for improvement could be
quantified; (3) provide the founda-
tion for building an internal business
case for the HPM rnodel and estab-
lishing broad priorities for key initi-
atives; and (4) serve as a catalyst for
identifying information gaps that
when filled, would allow organiza-
tions to betlter measure, monitor, and

manage their HPM programs.

Data Source

A survey insttument was devel-
oped to collect key HPM melrics
from participating organizations. The
instrament was -designed to capmre
basic core metrics so that results
could be used to identify broad op-
portunities for action. Organizations
were to provide daca that would {or
shonld) normally be available and
accessible to top managers. The in-
tent was 1o achieve the right balance
of collecting enough meaningful in-
formation about each program while
keeping the data collection require-
ments at a reasonable level. The
survey instrument was designed for
completion in no more than 2 days
once it was distributed to the appro-
priate managers or departments
within the organization.

For the 1999/2000 swmudy, 1998
calendar year data were obtained for
the active employee population,
HPM areas queried included: group
health; EAPs; non-occupational dis-

ability; workers' compensation; on-

-site medical clinics; safety; health

promotion, demand management,
disease management; work/life man-
agement, employee attitude; turn-
over, productivity; and medical/
clinical of relevance to the
organization. (An outline of the data
elements collected, broad definitions
for each data category, and a listing
of possible data sources is available
on request.)

Within each participating organi-
zation, a survey data coordinator was
designated to collect and enter infor-
mation about the organization’s ex-
perience for each surveyed area.
Data coordinators were encouraged
to complete the survey using an In-
temet version of the instrument.

Once the data were submitied,
they were subjected to validity
checks and were then standardized
across participants in the smdy. Afier
this process was completed, each
organization’s data coordinator was
sent a dara quality report outlining
questionable results found during the
initial quality tests, and further clar-
ification was requested.

A second series of tests focused on
standardizing and displaying the cal-
culated measures 1o be reported in
the study. To standardize the data-
base across participants, certain mea-
sures were created (eg, total group
health plan payment per plan eligible
employee, total rumover costs per
active employee, EAP utilization
rate, non-occupalional disability
days absent per eligible employee,
workers’ compensation incidence
rate, and health promotion program
utilization and costs per eligible em-
ployee). Each organization’s metrics
were then subjected to another series
of validity tests that compared their
experience with that of other respon-
dents. An acceptability range was
established for each measure. If a
respondent’s results were question-
able, further investipations were con-
ducted. A second data quality report
card, which outlined questionable
calculated inetrics, was then sent to




