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HEALTH & HUMAN SERVICES
The Price of Prevention

Woody Allen once described death as "a very effective way of cutting down on your expenses." In the past decade, states all over
the country...

BY JOSH GOODMAN | MARCH 31, 2008

Woody Allen once described death as "a very effective way of cutting down on your expenses.” In the past decade, states
all over the country have gone to great lengths to prove that the comedian was not only morbid but wrong. They have
embraced the idea that keeping people healthy is both humane and fiscally smart; if the public is healthier, public
spending will decrease. And they seem to agree that the way to keep people healthy is to prevent them from getting sick
in the first place. They are investing in healthy-diet promotion and anti-smoking campaigns even as they cope with
symptoms of diabetes and other chronic illnesses. "We're trying to drive people to understand that health status is the
goal,” says Marcia Nielsen, of the Kansas Health Policy Authority. "You don't want more medical care and you don't want
more medical insurance, unless they're a means to an end."

To some hardheaded scholars and calculating critics, the problem is that, discouraging as it might seem, Woody Allen had a point.
Alarge body of research suggests that preventive care may help people live longer, healthier lives (no small achievement) but
doesn't actually save money. As a result, governments may be forced to come to grips with the notion that, when it comes to
health policy, the right thing to do and the thrifty thing to do are very different.

The Ounce of Prevention

Steve Burd is an apostle of preventive care. He isn't a doctor or a public official -- he's the chief executive officer of Safeway Inc.,
the supermarket chain. Burd's company experienced a double-digit decline in employee health costs after signing up workers for
a plan that stressed prevention and offered incentives for employees to live healthier. Now, Burd tells anyone who will listen that
preventive care doesn't just improve health, it also saves money.

Politicians are listening. Presidential candidates from Hillary Clinton to Mike Huckabee have touted the cost savings of preventive
care. Governors, from Rod Blagojevich in Illinois, to Arnold Schwarzenegger in California, have included prevention as a key
component of major health reform proposals. Schwarzenegger's staff even consulted with Burd when formulating the governor's
universal health care proposal.

In Kansas, Nielsen's organization, a quasi-independent state agency, possesses a broad mission to suggest changes to health
policy. When the group handed Governor Kathleen Sebelius a reform plan last year, 16 of the 21 recommendations focused on
prevention -- everything from emphasizing physical education in schools to expanding access to cancer screenings.

It's not just elected officials that are buying in. Missouri approved a major Medicaid overhaul last year, focused heavily on
prevention and better coordination of care for chronic illnesses. Ian McCaslin, Missouri's Medicaid director, projects -- and he is
using his most conservative scenario -- a one-to-one return on investment for every aspect of the plan. Some parts, he says, will
be big money-savers.

A few governments are, in fact, starting to see savings. Travis County, Texas, for example, has operated a wellness clinic for
county employees for the past three years. The county announced last year that it had saved $17 million on health spending since
then, largely because healthier employees were consuming less health care.

Vermont was one of the first states to focus on wellness for employees, through a program that began a decade ago. Once a year,
nurses conduct health risk assessments on employees. The nurses screen for illnesses, coach the workers on lifestyle choices and,
when needed, direct them to care and counseling. The program has expanded to include retirees, too. Vermont's health care
spending for state employees still has increased, but generally at a lower rate than other states.

"It's hard to say exactly where the savings have come from," acknowledges David Herlihy, commissioner of the Vermont
Department of Human Resources. "There are very complex questions of trying to quantify what the return on investment is." And
the returns aren't necessarily consistent. For several years in a row, the state maintained a surplus in its health insurance fund
and used the leftover money to give employees a one-month reprieve from paying premiums, but that streak ended last year. Still,
Herlihy notes that "everybody believes there's going to be a return on investment on these programs at the end of the day."

Mass Production

As it turns out, not everybody is a believer. The growing consensus in the medical research community is that preventive care
usually does not save money.

Part of the problem is that the health system isn't always providing preventive care in targeted or well-planned ways. One of the
most prominent examples is the checkup. Major clinical organizations don't actually recommend annual physicals as a preventive
measure. Nonetheless, a lot of patients and their doctors pursue them. Ateev Mehrotra, a Rand Corp. researcher, crunched the
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numbers and found that 44 million adults receive a preventive health exam every year and another 19 million women receive a
preventive gynecological exam.

Mehrotra sees all of those checkups as a major waste of resources. His argument isn't that preventive care is bad. Preventive tests,
such as mammograms and colonoscopies, are very important -- but they happen on a catch-as-catch-can basis. Many patients
receive those services when they come in for other treatments -- when they may already be symptomatic. Yet many of the
treatments that are common during physicals, such as blood cell counts and urinalyses, haven't been linked to improved health.
Mehrotra argues that testing in this way is not just a waste of time, effort and money. "These physicals are limiting access for
more important issues,” he says, noting that one of the most common complaints from patients is that it's hard to see your doctor
when you need to. He'd like to see insurance providers move away from paying for a physical a year and, instead, focus on paying
for age-appropriate preventive services.

The skepticism toward preventive care, however, runs even deeper. Arthur "Tim" Garson Jr., provost of the University of Virginia
and former dean of the medical school, is the author of "Health Care Half Truths." The myth that prompted him to write the book:
the idea that preventive care saves money.

The trouble, Garson says, is that no one stays well forever. Prevention doesn't truly prevent -- it simply delays. And the financial
benefits of keeping people healthy longer don't usually make up for the costs of doing so. "Stick a defibrillator in somebody,"
Garson says "and they live just long enough to get lung cancer."

Jay Bhattacharya, an assistant professor of medicine at Stanford University, adds another point. Prevention depends on providing
care to a lot of people, knowing only a fraction of them will benefit. Say a government creates an anti-obesity program to prevent
diabetes. Some of the recipients of preventive care will acquire diabetes anyway. And some of them wouldn't have gotten it, even
without the program. That dynamic, Bhattacharya says, makes it difficult to save money on prevention. Garson agrees. "The
problem with preventive care," he says, "is that everybody gets it. And if everybody gets it, you're wasting a bunch of money and a
bunch of treatment."

Bhattacharya and Garson have evidence to back up their perspective. Most recently, a literature review of 599 articles on
preventive care and savings appeared in the New England Journal of Medicine in February. The conclusion echoed early studies:
Only about 20 percent of preventive measures actually produce savings. Garson offers the vaccine for measles as an example of
one that does. Measles, he notes, rarely kills, but it can cause brain damage and a lifetime of associated medical costs. Preventing
it, therefore, is financially advantageous. But most illnesses aren't like that. And, the research indicates, dying earlier usually is
cheaper. "It's counterintuitive,” Garson says "and it really irritates people."

Delayed Reaction

These findings create something of a puzzle. How can it be that governments and private companies, from Travis County to
Safeway, report savings, if preventive care doesn't actually save money?

It's not that the doctors who have studied the issue think anyone's lying about their budgets or bottom lines. Rather, because
preventive care delays costs, they may be spending less now only to spend much more later. But the researchers also stress that,
when they say most preventive care doesn't save money, they're speaking in the broadest possible sense. The health system as a
whole spends as much or more for a person who receives preventive care today than for one who doesn't.

Could a particular government save money on preventive care over the long term? It's possible. Preventive care is a little like a
game of hot potato, with the goal being to keep patients healthy until they're passed to a different health insurance provider --
whether it's Medicare or a new employer. Garson's argument is that at some point the music has to stop and someone is stuck
with the costs.

Nielsen is familiar with research showing that dying early saves money, but points to a phenomenon known as "compressed
morbidity.” People who live to old age without major illnesses, she says, tend to die relatively abruptly. Not only is that a more
pleasant way to go, it's also cheap. So, if preventive care is effective enough to get people to the compressed morbidity stage,
savings may be possible.

Garson doesn't disagree with this sentiment but considers talk of savings premature. He cites a piece of wisdom from his father:
"The objective should be to make early old age as long as possible and late old age 15 minutes." To which Garson adds, "If you
could pull that off, preventive care would save money."

There's hope for future savings for other reasons. As our understanding of genetics advances, doctors should have a much better
way of knowing who is susceptible to certain illnesses. That could lead to better-targeted preventive services. "If you could apply
preventive care to people who you knew would benefit from it," Garson says, "you'd come a whole closer to making it actually
save money."

A Pound of Cure

Governments already have a simple way to target preventive care: Focus on the ill. In other words, it's possible that the mantra of
the past decade -- encourage wellness over treating sickness -- is slightly off-point. If the problem with prevention is that it
provides services to people who don't need it, why not target those who do?

Many states are doing just that. A decade ago, Florida started experimenting with disease management for Medicaid patients --
hiring nurses to call patients to remind them to take their medications and give them health advice. The program was considered
groundbreaking. Today, everyone is doing it or looking into it. "Even folks who were not thinking about disease management or
chronic care management are now thinking about it very seriously," says David Rogers, who is a consultant for Missouri's chronic
care initiative. "There has been a widespread recognition, driven by financial concerns, that states need to focus on chronic care."

These programs also have been increasing in sophistication. When Florida started doing disease management, it focused on one
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illness at a time. Now, states are investing in coordinating care for Medicaid recipients with multiple chronic conditions, a group
that is very costly to treat.

From a financial standpoint, the principle here isn't all that different from preventive care. Disease management and chronic care
aren't about preventing illnesses per se, but preventing the most costly side effects of illnesses, from heart attacks to
hospitalizations. The underlying logic is the same: Good health policy is good fiscal policy. And, as Rogers, who oversaw disease
management programs in Florida several years ago, says, these efforts really are driven by financial concerns. When states
contract out disease management programs, as they often do, they typically demand cost savings.

Some are starting to see results. One example is Wyoming's Healthy Together! -- a program for which all Medicaid recipients are
eligible. Healthy Together! runs the gamut from preventive services for beneficiaries without serious illnesses to coordinated
chronic care and disease management for those who are sick. The results are impressive. The state has seen double-digit drops in
emergency room visits and hospital re-admissions. Wyoming avoided $17 million in Medicaid spending in 2006 alone (the most
recent year for which information is available) through the program.

Still, these efforts have their share of skeptics. Soeren Mattke, another Rand researcher, evaluated large-scale disease
management programs and found little evidence that they save money. Mattke points out that for some conditions there's no
reason to expect savings. For example, patients with untreated depression tend to cost the medical system little -- depression
rarely lands someone in the E.R. Better management of depression entails medications and appointments, which cost more.

Mattke advises caution. "State governments try very hard to provide care to Medicaid patients, yet they have very constrained
finances," he says. "Some vendors might have taken advantage of their desperation."

While preventive care may not save money, it nonetheless has enormous benefits. Even those who question its basis as a cost-
saver -- Garson, Bhattacharya and virtually everyone else who studies prevention -- think it is good and valuable from a medical
perspective. Preventive care, when administered intelligently, makes people healthier and helps them live longer. The same New
England Journal of Medicine study that showed preventive care doesn't usually save money also indicated that prevention is often
the most cost-effective way to improve health.

The same goes for disease management. Mattke found that disease management typically improves "processes of care." Patients
are more likely to do the types of things associated with good management of illnesses, such as showing up for screenings and
taking medications. There's not evidence yet that those process improvements actually make patients healthier over the long-
term, but Mattke is hopeful they do. "Improving chronic care is good," he says, "even if it costs a little more."

In fact, there's a palpable frustration from many doctors that policy makers seem to judge preventive care and disease
management through the prism of dollars and cents. Mark Fendrick, a University of Michigan physician who likes to cite Woody
Allen's line, recently authored a study showing that small decreases in co-pays make it much more likely that patients will fill
their prescriptions. Cutting co-pays might not save money, but he doesn't care. "There's an extraordinary focus on health care
cost containment, without an equal focus on the amount of health we're achieving," Fendrick says. "We need to restore health to
the health care cost debate."

Government officials agree. "Our foremost desire," Missouri's McCaslin says, "is to improve the health status of citizens.” But it's
not as though states can simply ignore the costs -- not when Medicaid and public employee health care keep eating up larger
and larger portions of the budget.

There probably isn't an easy answer. If better health care always saved money, governments would be able to spend heavily on
prevention with few concerns. But the situation isn't that simple. Governments need to focus on analyzing what types of health
spending are most cost effective, whether they're investing in prevention or anything else. "There is a lot of hard work to
prioritize where we spend scarce resources," Bhattacharya says. "You can't avoid that calculation.”

Note: This online version has been modified to correct Arthur Garson Jr.'s title as it appeared in the print version.

! Josh Goodman | Former Staff Writer

mailbox@governing.com

Join the Discussion

After you comment, click Post. You can enter an anonymous Display Name or connect to a social profile.

0 comments - livefyre &

Sign in or Post as Guest 2 people listening

& | @ | [z&] | +Follow Share Post comment as...

Web2

converted by Web2PDFConvert.com



http://www.governing.com/authors/Josh-Goodman.html
mailto:mailbox@governing.com
http://livefyre.com
http://www.web2pdfconvert.com?ref=PDF
http://www.web2pdfconvert.com?ref=PDF

LATEST HEALTH & HUMAN SERVICES HEADLINES

Multi-State Companies Face Problems with Small Business Exchanges 1 day ago
D.C. Appeals Court Drops Obamacare Case for Now 2 daysago

Feds, States Hire More to Help People Navigate Health Exchanges 2 daysago
Perry-Appointed Board Backs Medicaid Expansion in Texas 2 daysago

The Only Red State to Launch Its Own Health Exchange 4 daysago

HUD Investigating Veterans' Housing Discrimination Complaints 5 days ago

MORE NEWS

GET

DELIVERED TO YOUR INBOX

Email Address e

The Week in Public Finance: Broke in Pennsylvania, Bankruptcy Lessons and
Pensions

A roundup of money (and other) news governments can use.

City Hall Drama Takes Center Stage in New Play

An interactive show casts theatre-goers as participants in a city council meeting.

THE SCHOOL OF PUBLIC AND
ENVIRONMENTAL AFFAIRS
AT INDIANA UNIVERSITY

SPEACONNECT

ONLINE MPA AND CERTIFICATE PROGRAMS

Can Chicago Ever Dig Itself Out of Its Pension Hole?

At some point, the city is going to have to face reality. The alternative is becoming the next Detroit.

No Simple Solutions to Immigration Reform

This controversial issue shouldn't be about politics -- it's about people.

A Green Bond for Public Pensions
Web?2

converted by Web2PDFConvert.com



http://www.governing.com/topics/health-human-services/multi-state-companies-face-problems-with-health-care-exchanges.html
http://www.governing.com/topics/health-human-services/DC-Appeals-Court-Drops-Obamacare-Case-for-Now.html
http://www.governing.com/topics/health-human-services/Feds-States-Hire-More-to-Help-People-Navigate-Health-Exchanges.html
http://www.governing.com/topics/health-human-services/tt-texas-medicaid-expansion.html
http://www.governing.com/topics/health-human-services/khn-idaho-health-exchange.html
http://www.governing.com/topics/health-human-services/HUD-Investigating-Veterans-Housing-Discrimination-Complaints.html
/news?wss=/topics/health-human-services
http://www.governing.com/week-in-finance/gov-week-in-public-finance-broke-in-pennsylvania-bankruptcy-lessons-and-pensions.html
http://www.governing.com/topics/politics/gov-city-hall-drama-takes-center-stage.html
http://www.governing.com/blogs/bfc/col-chicago-public-pensions-cut-benefits-increase-contributions.html
http://www.governing.com/cityaccelerator/blog/no-simple-solutions-to-immigration-reform.html
http://www.governing.com/topics/finance/gov-green-bonds-public-pensions.html
http://www.web2pdfconvert.com?ref=PDF
http://www.web2pdfconvert.com?ref=PDF

Pension plans want to support environmental projects, but there is one thing holding them back.

U.S. Supreme Court to Decide Limits on Race in Gerrymandering

The ruling in two cases challenging Alabama's legislative maps could have an impact on congressional and legislative maps across
the country.

European-Style Federalism’s Lessons for America

An emerging system of "variable speed federalism" is allowing federal policy to adapt to the states' political and policy diversity.
But at what cost?

Lessons from Kokomo on How to Spend Responsibly

How the Indiana city that was the center of the auto industry collapse became an unlikely poster child for long-term fiscal
sustainability.

Long after Its End, Great Recession Still Plaguing U.S. Cities

The recession may have ended in 2009, but a new report shows that declining revenues and state aid are keeping many big cities
from recovering.

Web?2

converted by Web2PDFConvert.com



http://www.governing.com/topics/finance/gov-green-bonds-public-pensions.html
http://www.governing.com/topics/politics/gov-supreme-court-gerrymandering.html
http://www.governing.com/columns/smart-mgmt/col-europe-variable-speed-federalism-lessons-america.html
http://www.governing.com/columns/eco-engines/gov-kokomo-indiana-spending-responsibly.html
http://www.governing.com/topics/finance/gov-recession-pew-charitable-trusts-report-cities.html
http://www.web2pdfconvert.com?ref=PDF
http://www.web2pdfconvert.com?ref=PDF

Delaware Revamps Family Services

The division avoided a top-down approach and let front-line workers help shape the overhaul.

SPONSORED CONTENT

Smarter Water Management for More Sustainable States and Cities

Carey Hidaka shares his thoughts on how state and local governments can be smarter about water management and better
optimize their current resources.

Why Are States Passing Up Millions in Federal Funding?

Only a few states take advantage of the federal matching funds intended to help employ food stamp users.

e [

Web2FPDF

converted by Web2PDFConvert.com



http://www.governing.com/topics/finance/gov-recession-pew-charitable-trusts-report-cities.html
http://www.governing.com/topics/health-human-services/gov-delaware-revamps-division-family-services.html
http://www.erepublic.com/disclosures
http://www.governing.com/smarter/resource-management/Smarter-Water-Management-for-More-Sustainable-States-and-Cities.html
http://www.governing.com/topics/health-human-services/gov-states-pass-federal-funding.html
http://www.governing.com/topics/health-human-services/gov-states-pass-federal-funding.html
http://www.web2pdfconvert.com?ref=PDF
http://www.web2pdfconvert.com?ref=PDF

PUBLIC SECTOR DEGREE PROGRAMS

GOVERNING TJ == BROWSE SCHOOLS »+

5 Tech Issues Every Governor Needs to Know

Arecent survey of state CIOs shows how governments can modernize and run efficiently.

Occupy Activist Earns a Seat on the Memphis Transit Board

The Occupy movement may be over, but some of its activists are still gaining influence in local government.

The Progress and Promise of Pittsburgh's Turnaround

After years of decline, the city is making gains, and Mayor Bill Peduto’s administration represents a new brand of politics that’s
moving into big cities across America.

The Week in Public Finance: The 2014 Elections Edition

Aroundup of money (and other) news governments can use.

Turning Governments into Innovation Machines

The key is "intrapreneurship” — establishing a public-sector culture that rewards disruption from within.

What Midterm Election Results Mean for Transportation

Several victorious governors promised to find more money for transportation, while the Republican takeover of the U.S. Senate
may slow progress on a federal surface transportation bill.
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Why Rejecting Medicaid Expansion Isn’t Easy

The need to fund safety-net hospitals puts expansion on the table in some states.

Unlocking the Potential of the ACA’s ‘No Wrong Door’

States have an opportunity under the health-care law to modernize their eligibility systems to cover a broad range of social-
services programs.

Elections Put Medicaid Expansion at Risk in Some States

With the increase of Republican governors and legislative chambers after midterms, some states that have already expanded
Medicaid now face the possibility of repeal.
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How Poorly Government Job Growth Compares to Other Sectors

New data suggests job growth for state and local governments is among the slowest of any sector.

Nashville and Louisville Use Innovation and Imagination in City Infrastructure

The City Accelerator communities are creating an environment of ingenuity.

What If States Just Sold Marijuana Themselves?

Voters legalized pot in three more places Tuesday, and now they have to decide how to regulate it. Some favor the government
selling the drug directly to consumers over creating a for-profit pot industry.

ooz 350 % |

-\

How Local Governments Are (or Aren’t) Examining Economic Development
Dollars

A new survey provides a detailed portrait of how local governments use business incentives, finding many lack basic
accountability measures.

The Hidden Threat: A Shortage of Correctional Officers

Plus more public-sector management news you need to know.

What All the GOP Wins Mean for Governors

Democrats hoped to have the upper hand when it came to races for governor. Instead, Republicans pulled off some unexpected
victories.
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GOP Governors Take Democratic Strongholds

Republicans not only defended their most vulnerable governors, they flipped several blue states.

Tracking the 2014 Governors Race Results

We're mapping the outcome of all 36 elections.

Cities Embrace New Mayors, Liberal Policies

Voters in a number of cities chose new mayors and supported ballot measures that were either green or worker-friendly.
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The 2014 Election Handicapping: How We Did

Governing rated three types of contests during the 2014 campaign cycle: gubernatorial races, state attorney general races, and
control of the state legislatures.

What the 2014 Elections Mean for State Legislatures

The Republicans will end up increasing the number of state chambers they control by nine.

What Happened in the 2014 State Judicial Races?

The results in several contested races could provide a small amount of solace to Democrats.

Republicans Win Narrowly in State AG Contests

The party was able to flip open seats in Arkansas and Nevada and now leads Democrats in attorney general offices nationally.

Democrats Lose Several Downballot State Races

Republicans racked up victories in contests for lieutenant governor, secretary of state and school superintendent.

Tracking the 2014 Ballot Measures That Matter Most

A reading list of the most important measures, how voters cast their ballots and why they matter.
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GMO Labeling Still Fails to Win Voters' Approval

No state's voters have ever approved GMO labeling at the ballot box. But the issue is bound to resurface in statehouses in 2015.

California's New Rainy Day Fund Rules to Be Closely Watched

The state, often a policy trendsetter, approved a ballot measure to institutionalize savings habits and harness the state’s
notoriously wild revenue swings.

Massachusetts Boosts State Paid-Sick-Leave Movement

It's now the third state to require businesses to pay workers when they have to take sick days.
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Massachusetts Rolls Back Automatic Gas Tax Hike

One of the biggest criticisms of the gas tax in most places is that it doesn't keep up with inflation. Massachusetts voters decided
they like it that way.

LOAD MORE ARTICLES

Web?2

converted by Web2PDFConvert.com



http://www.governing.com/topics/elections/gov-massachusetts-rolls-back-inflation-measure-for-gas-tax.html
http://www.web2pdfconvert.com?ref=PDF
http://www.web2pdfconvert.com?ref=PDF

