The High Cost of Health Care: A Bitter Pill

In 2001, employers across the country experienced another year of rising medical care costs. According to figures released last December by William M. Mercer, employers paid an average of $4,924 per employee for health care benefits, an 11.2% increase over what they paid in 2000. (The Mercer survey is based on employers with 10 or more employees.)

Double-digit rate increases for almost all employers sponsoring health care plans are nothing new. From a high of nearly 19% in 1988, rate increases moderated in the early 1990s, reaching a low of -1.1% in 1994, but turned upward again in 1998 and were projected to reach nearly 13% (well above the inflation rate) in 2002. Put another way, employers paid approximately $3,700 per employee for employee health care benefits in 1996, but nearly $5,000 per employee in 2001. 

There are many reasons for these cost increases. One involves demographics. Americans are simply living longer than ever before. Life expectancy reached a high of 76.9 years in 2000 and the number of Americans over the age of 85 nearly doubled between 1980 and 2000. More older Americans mean more pressure on the health care system. (Almost one third of all U.S. health care expenditures are for older adults.)

Lifestyle is also an important factor in health care cost increases. More than 55% of American adults are overweight and of these, 20% are considered obese. According to a survey conducted by the Centers for Disease Control and Prevention in 2000, nearly 30% of all adult Americans reported participating in no leisure-time physical activity. Only a little over 25% of the adult population reported participating in at least 30 minutes of physical activity five times a week.

Other significant factors include:

Rising hospital costs 

According to statistics compiled by the Center for Studying Health System Change, hospital costs represented the largest portion (43%) of health care cost increases during the year 2000. 

This was a dramatic change from the previous year when prescription drugs represented the biggest component of health care cost increases. Hospital costs are being driven upward by several factors, including:

· lower Medicare reimbursements causing a cost shift to private pay plans,

· greater demand for hospital services,

· a serious labor shortage (including nurses) that has led to a significant increase in hospital payroll expenses,

· regulatory mandates (such as HIPAA),

· hospital consolidation, and

· a loosening of managed care that has resulted in a greater number of hospital admissions. 

Dollar figures are more illustrative. A knee replacement in a Chicago area hospital in the year 2000 cost $31,000 while knee arthroscopy (an outpatient procedure) cost more than $6,500. A heart attack in Pittsburgh costs more than $21,000 for nearly six days of hospitalization. A joint replacement in the Seattle area costs $16,765.

Prescription drugs

In 2001, Americans spent a staggering $154.5 billion on prescription drugs. This was a 17% increase over the comparable figure for 2000 and marked the seventh year in a row that prescription drug spending experienced a double-digit increase. For HealthFlex sponsors, the increase was even higher (close to 20%), reflecting utilization by our older population. For The United Methodist Church, the cost of prescription medicines is a primary component of all health care cost increases. 

Drug prices continue to increase for many reasons. Our aging and, in many instances, less healthy population suffers from a number of chronic conditions. Doctors are increasingly prescribing drugs as a form of disease management while aggressive marketing of newly-approved drugs increases the demand for drugs with no generic substitutes. Managed care health plans tend to pay more of the cost of prescription drugs than traditional plans, thus increasing demand while obscuring the true cost of prescription medicine. 

The National Institute for Health Care Management reported that in 2001 the average cost of a single 

prescription in the U.S. was $45.84. Of the top 50 best-selling drugs, however, the average was substantially higher: $71.56. Of the top four best-selling drugs—Lipitor, Prilosec, Prevacid and Zocor— the average was a dramatic $120.67! Prilosec and Prevacid are antiulcerants while Lipitor and Zocor are cholesterol-reducing medications. 

Antidepressants, however, represent the largest share of the prescription drug market. A single prescription of Prozac sold for $122 in 2001. Its generic counterpart, Fluoxetine, sold for $104 per prescription.

Technology

Technology has dramatically changed the nature of health care. Procedures unheard of just a few years ago are now commonplace and available in even the smallest communities. Hospitals often compete with one another for the latest and, frequently expensive, medical equipment. Expensive procedures such as bypass surgery and organ transplants are becoming more and more routine. Some recent advances carry an especially high price tag. The cost of installing a defibrillator, a device that can help reduce the chance of heart attack for patients with heart rhythm problems, costs approximately $30,000. CAT scan machines typically cost upwards of $1 million. 

Of course, the absolute cost of any medical device must be weighed against the long-term benefit it brings to society as a whole. Who would want to make the judgment that a certain procedure is 

too expensive, especially when it may mean the difference between life and death?

Consolidation in the health care industry

The number of U.S. health plans continues to shrink. For example, in 1980, there were more than 110 Blue Cross/Blue Shield Primary Licensees. Today, there are fewer than half that number. Providers also are consolidating and, as managed care plans loosen their control over the provision of service, assume greater influence over the market.    

These factors affect all U.S. health plans including United Methodist plan sponsors. Because our population is older than the population as a whole, conferences face higher than average rate increases. Such increases are always painful and have caused some conferences to consider, for the first time, how they pay benefits and to whom. Although affected by these factors, HealthFlex costs compare well with national averages.

Is there a cure for rising health care costs?

In seeking to control rising health care costs, some employers are investigating higher co-pays and/or higher deductibles. Others are considering reducing benefits or redesigning plan options. A number 

of employers have limited or dropped altogether their retiree coverage. These are, of course, cost-shifting options. They may provide short-term relief, but they do nothing to lower the overall 

cost of health care and in some instances, they may actually cause instability in the work place 

by driving some lower wage earners out of the insurance market altogether.

Tackling health care costs at the root involves a radical shift in focus. Instead of seeking to contain, shift or find the funds necessary to pay for costs, health care plans must look for new ways to reduce costs. By focusing on the prevention of disease, the more effective management of existing chronic conditions and a more holistic approach to healing, heath care costs can be reduced to more affordable levels.

Studies abound on the benefits of prevention, specifically, on how lifestyle choices affect our overall health, our resistance to disease and our ability to recover when illness strikes. Yet Americans are notorious for making unhealthy lifestyle choices. The National Center for Chronic Disease Prevention and Health Promotion estimates that two-thirds of older adults do not exercise regularly, one-fourth of all adults continue to smoke and that nearly 80% of all adults eat fewer than the five recommended servings of fruits and vegetables a day.

We pay for these lifestyle choices in many ways, including our health care costs. Being overweight increases the risk of heart disease, high blood pressure and diabetes. The estimated heath care 

cost: $117 billion. Nearly 30% of adults report no leisure-time physical activity. What if all Americans engaged in moderate physical activity for one hour at least three days a week? A study published in The Physician and Sportsmedicine estimates the health care cost savings at nearly $80 billion a year. 

Think about it: is it good stewardship to pay $120 for a prescription to Lipitor when adopting an exercise 

program or changes in diet may accomplish the same thing?

What roles does healing  play? 

Christianity has been in the business of healing for thousands of years. When Jesus healed, he usually 

made reference to sin and faith. Unfortunately, his connection between spiritual health and physical health has been largely ignored in our modern world. Numerous recent studies, however, now provide statistical evidence that good health and healing are dependent on much more than just medicine, medical technology or hospitalization. Strong, loving relationships, for example, have been shown to have a positive effect on personal health. One study conducted by the University of Texas asked patients who were about to undergo elective open heart surgery if they participated in social groups and drew comfort from faith. Those answering no to both questions were eight times more likely to die within six months of the operation than those who answered yes.

Any serious attempt to control health care costs must consider the important role both prevention and healing play in our lives. HealthFlex has recently embraced prevention by promoting Healthy Lifestyles,

a program that includes both wellness and chronic disease management. A questionnaire is available at the General Board Website (www.gbophb.org) to help participants identify their own lifestyle choices that may put them at risk. It also provides those who suffer from chronic disease more effective disease management tools. Programs such as Healthy Lifestyles have been shown to improve both health status and quality of life. The obvious result: healthier participants with lower health care costs.

For many employers, controlling health care costs through prevention and healing may be more difficult than redesigning plans to include more participant cost-sharing. After all, you cannot force a person to exercise, eat more healthy foods or improve his or her personal relationships, but 

programs that focus on lifestyle issues and holistic healing still offer one of the best opportunities at truly reducing the cost of health care.

Let John Wesley have the last word. In 1747, Wesley adapted the work of a well-known English physician, Dr. Chenye, and published it under the title Primitive Physic. This little publication gives advice on how to maintain good health and is surprisingly current on a number of subjects (“A due degree of exercise is indispensably necessary to health and long life.”), but is probably most profound in its concluding statement:

“The love of God, as it is the sovereign remedy of all miseries, so in particular it effectually prevents all the bodily disorders the passions introduce, by keeping the passions themselves within due bounds. And by the unspeakable joy, and perfect calm, serenity, and tranquility it gives the mind, it becomes 

the most  powerful of all the means of health and long life.”
