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Medical self-care is a type of
wellness program that encour-
ages employees to decide what
to do for themselves with or
without provider assistance.
This article provides a tool for
assessing the value of such a
program for cost containment.

Rising health care costs continue to be
one of the biggest concerns affecting
health and welfare plans and corpora-
tions. In 2002, the cost of health care in
the United States totaled about $1.55
trillion, representing 14.8% of the gross
domestic product.! This came out to
85,415 per capita. It is anticipated that by
the year 2010, this number will increase
to $8,708 per capita.? (See the figure.)
There are a number of ways Taft-Hart-
ley funds and employer groups have at-
tempted to reduce health care costs, in-
cluding copays and deductibles, pharmacy
benefit managers (PBMs), utilization
management and review, self-funded in-
surance plans and wellness programs. A
previous article® addressed the benefits
Taft-Hartley plans and employer groups

*The author wishes to thank Naomi
Shaheen, M.Ed., vice president of business de-
velopment for the American Institute for Pre-
ventive Medicine, for the initial development of
the ROI analysis tool described in this article.

can realize after implementing one type of
wellness program called medical self-care.

Medical Self-Care

Medical self-care programs are unique
in that they are inexpensive to provide,
but the savings they can produce are
enormous as evidenced by the return on
investment (ROI) analysis described in
this article. Another feature of a self-care
program is that the savings are realized in
a very short period of time—sometimes in
as little as three months. The benefits
include:

* Reduced physician and emergency

room visits

* Reduced health care costs

* Reduced absenteeism

e Increased productivity

* Increased patient satisfaction

¢ Increased patient empowerment and

sense of control.

These benefits occur because medical
self-care programs teach members/em-
ployees and their dependents to become
wiser health care consumers. They learn
to make better decisions about when to
go to the doctor or emergency room
(ER) and when they can treat themselves
using self-care procedures.

Unfortunately, according to the Jour-
nal of the American Medical Association,
less than 10% of medical decisions are
made with the participation of a fully in-
formed patient.” This is important be-
cause in 2000 there were 108 million vis-
its to hospital ERs and 824 million visits
to doctors” offices.’ It has also been esti-
mated that 53.2% of ER visits, or 57.5
million, were for nonurgent conditions®

and 25% of all doctor visits, or 206 mil-
lion, were for problems the patients
could have treated themselves at home
using self-care.” Using an average cost of
$360 for an ER visit and $55 for the typ-
ical doctor visit,® each year saw an extra
expenditure of $20.7 billion for unneces-
sary ER visits and $11.3 billion for un-
necessary doctor visits.

How Much Can We Save?

In 2003, these trends continue and the
numbers remain astounding. More than
ever, funds are interested in seeing what
their particular costs are for unnecessary
doctor and ER visits, knowing these costs
can be impacted with an active and appro-
priate communication program. They also
want to know what their ROI will be be-
fore implementing any new program, in-
cluding medical self-care.

The following tool can help predict
the savings an organization can expect to
receive by implementing a medical self-
care program. The tool involves four
components:

e Cost of a Self-Care Guide. The core
of a self-care program is a publica-
tion, such as a book or pamphlet,
that answers four basic questions
when members or their families are
having a health problem.

1. Is this a real medical emergency?

2. Should I see or call a health care
provider?

3. Can I treat myself at home?

4. What self-care procedures should
I use?

Depending upon whether an organi-

zation purchases a booklet or a book
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and the quantity, the price for a self-

care guide can range from about Figure
$3.00 to $6.50 per member. (Such
guides have a shelf life of about two
to three years so the cost can be
amortized over that time period.)
Annual Health Care Expenditures.

U.S. Health Expenditures per Capita—
Past and Projected

It is beneficial to compare the total 2001 $5,043
cost of the self-care guides to what 2002 $5.415
an organization presently spends on
health care. The cost of the guide is 2003 $5,805
minuscule compared to this amount.

e Utilization and Costs Assumptions. 2004 $6,186
Using $55 as the average cost of a 2005 $6.582
doctor visit and $360 for an ER visit,
we also estimate the reduction in uti- 2006 $6,979
lization that will occur in households
due to the guides. Our research has 2007 $7,383
found that approximately 25% of
households receiving a self-care 2008 $7.800
guide will avoid one unnecessary 2009 $8.241
doctor visit each year, while 5% will ’
avoid one unnecessary ER visit. 2010 $8,708
With this data, you can determine
the nun’lber of doctor and ER visits Source: CMS, Office of the Actuary, 2002.

that will be avoided.
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Table I

Self-Care Program ROI Analysis for a 1,000-Member Health Plan

Cost of Self-Care Guides

Cost/Member Cost/Member Program
Self-Care Guide Quantity (Price of Guide) Over Three Years  Total Cost
XYZ Self-Care Guide 1,000 $6.29 $2.10 $6,290

per member/per year

Cost of Guide Compared to Annual Health Expenditures

The total cost of the guides is $6,290.00 .
If health expenditures are $500,000 per month (approximately

equals 0.1%

If the cost of guides is spread over three years, it equals

0.03%

(cost of guides/three years of health costs X 100%).

Utilization and Cost Assumptions

$6,000,000

—_—

of one year’s expenditure (cost of guides/yearly health costs X 100%).

per year), the cost of the guides

of the annual expenditures for each of the three years

The average cost for a physician visit is $55 and the average cost for an ER visit is $360.

For the first year, it’s estimated that 25% of the households will avoid one unnecessary physician visit = 250 visits
saved (1000 X .25).

For the first year, it’s estimated that 5% of the households will avoid one unnecessary ER visit = 50 visits
saved (1000 X .05).

Projected Cost Savings

Physician visit savings = $13,750 ($55 X 250  visits)

ER visit savings = $18,000 ($360 X 50  visits)

Total savings = $31,750

Per Member/Employee Savings = $31.75

Return on Investment (ROI) 5.0 to _1  inthe firstyear ( $31,750 / $6,290 )
Return on Investment (ROI) 15.1 to _1  overthe three years ( $95,250 / $6,290 )

Note: The projected cost savings is very conservative because it does not include the cost associated with absenteeism,
exams and prescribed medications that one may receive at a physician or ER visit.

* Projected Cost Savings. You can now
calculate physician visit savings by
multiplying the number of visits
avoided by $55 and ER visit savings
by multiplying the number of visits
avoided by $360. The total savings
and the per member savings can then
be compared to the amount of money
invested in the self-care program to
determine a total ROI. The analysis
produces an ROI for the first year of
the program as well as over three
years. The first year ROI will likely
triple over the three-year time period
because there are no additional pro-
gram costs, and use of the guides will
continue to reduce savings. The key
to this ongoing savings is periodic pro-
motion of the self-care program by re-
minding members/employees to use

their self-care guide when they or a
family member are ill.

Note: The doctor visit amount used in
this analysis does not include the costs for ex-
ams and tests and any medications that are
prescribed. This means that the $55 figure is
very conservative, so plans can actually save
even more money. The analysis also does not
account for the reduction in absenteeism
and the increase in productivity when people
are on the job and healthy, rather than wait-
ing to be seen by a health care provider.

Table I shows what a Taft-Hartley plan
or company that has 1,000 members/em-
ployees would save by implementing a
medical self-care program. Table II is a
blank form so you can do the same analysis
for your own organization.’

Funds will sometimes use the excuse
that “our members won't read the guide” to

vote against implementing a medical self-
care program. Unfortunately, they fail to
understand that a self-care guide is meant
for use in the home by more than just the
employee. Research shows that 75% of a
family’s health care decisions are made by
women. Women are also responsible for
spending $2 out of every $3 health care dol-
lars. Since most Taft-Hartley funds have a
predominantly male membership, the key
to success is putting a self-care guide in the
hands of the member’s spouse. In actuality,
it is not important whether members will
read the material because their wives will.

Conclusion

Medical self-care programs are ideal
for self-funded organizations because
every dollar saved on health care costs
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Table II

Tool for Determining ROI for a Self-Care Program—Blank

Cost of Self-Care Guides

Cost/Member Cost/Member Program
Self-Care Guide Quantity (Price of Guide) Over Three Years  Total Cost
per member/ $0.00

per year

Cost of Guide Compared to Annual Health Expenditures

The total cost of the guides is
If health expenditures are

the guides equals

If the cost of guides is spread over three years, it equals

per month (approximately

of guides/three years of health costs X 100%).

Utilization and Cost Assumptions

The average cost for a physician visit is $55 and the average cost for an ER visit is $360.

For the first year, it’s estimated that 25% of the households will avoid one unnecessary physician visit =

per year), the cost of
of one year’s expenditure (cost of guides/yearly health costs X 100%).

of the annual expenditures for each of the three years (cost

visits saved

visits saved

)

( X .25).

For the first year, it’s estimated that 5% of the households will avoid one unnecessary ER visit =
( X .05).

Projected Cost Savings

Physician visit savings = ($55 X __ visits)

ER visit savings = ($360 X __ visits)

Total savings =

Per Member/Employee Savings =

Return on Investment (ROI) to 1 in the first year ( / )
Return on Investment (ROI): to 1 over the three years ( /

Note: The projected cost savings is very conservative as it does not include the cost associated with absenteeism, exams and
tests, and prescribed medications that one may receive at a physician or ER visit.

goes back into the pocket of the fund.
Given the large potential savings with a
minimal required investment makes a
medical self-care program perhaps one
of the most cost-effective interventions
that an organization can do to reduce its
escalating health care costs. 2
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