Kenneth E. Thorpe, PhD 1/8
House Appropriations Subcommittee on Labor, Health and Human Services,

Education and Related Agencies

Thursday, February 14, 2008

Testimony As Prepared For Delivery
Kenneth E. Thorpe, Ph.D.

Executive Director, Institute for Advanced Policy Solutions, and
Chair, Department of Health Policy and Management,
Rollins School of Public Health, Emory University
and
Executive Director, The Partnership to Fight Chronic Disease

House Appropriations Subcommittee on Labor, Health and
Human Services, Education and Related Agencies

Thursday, February 14, 2008

Mr. Chairman, Mr. Walsh, and members of the Subcommittee, thank you for the
opportunity to testify today on the economic and social consequences of inadequate
investment in public health programs, particularly those targeting chronic diseases.

Among the many serious challenges our nation faces, few have more grave long-
term consequences than under-investment in population-based prevention and clinical
management, including research and evaluation into effectiveness, because that under-
investment is directly traceable to increased morbidity and mortality, decreased
productivity, and higher health care expenditures, in both the public and private sectors.

Chronic diseases are the number one cause of death and disability in the United
States.! More than 133 million Americans — 45 percent of the total population — have at
least one chronic disease.2 Chronic diseases kill more than 1.7 million Americans yearly,
and account for 7 of every 10 deaths and one-third of years of potential life lost before
age 65.3

The toll on health and wellbeing is concerning enough. But the financial costs are
also troubling. Chronic diseases account for fully 75 percent of the nation’s overall
health care spending.4 In public programs, the proportion is even higher. Virtually all
Medicare spending — 96 cents of every dollar — is spent on chronic disease care and
treatment. For Medicaid, the cost is 83 cents on the dollar.5 Of the roughly $1.75 trillion
dollars expended on direct health costs in 2006, an estimated $1.3 trillion was spent on
chronic disease.®

Those figures represent just the direct costs. By some measures, indirect costs
actually dwarf the money spent on treatment. A groundbreaking study by the Milken
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Institute reported late last year that treatment costs for the seven most common chronic
illnesses — cancers, diabetes, heart disease, hypertension, stroke, mental disorders, and
pulmonary conditions — ran to $277 billion in 2003. That figure does not include
treatment costs for secondary conditions and complications. But indirect costs were
nearly four times as high: totaling more than $1 trillion.”

The average annual growth rate in national health expenditures for 2000 through
2007 was 7.5 percent. Much of the increase in spending — by some measures as much as
20 percent — is attributable to the rise in obesity in the U.S. over the past two decades.8
According to the Centers for Disease Control and Prevention, more than a third of U.S.
adults are now obese, and two-thirds are either obese or overweight — double the
proportion 20 years ago.9 CDC reports that 1998 aggregate adult medical expenditures
attributable to overweight and obesity were estimated to be $78.5 billion using 1998
National Health Accounts data. Approximately half these costs were paid for by
Medicaid and Medicare. For obesity alone, the estimated costs were still $47.5 billion.1©
Spending increases are attributable not only to rising incidence and prevalence of
obesity and its associated sequelae, such as diabetes and heart disease, but also to more
intensive treatment of overweight and obese patients. If the prevalence of obesity were
the same today as in 1987, health care spending in the U.S. would be 10 percent lower
per person, or about $200 billion less each and every year.

Despite these significant and growing expenditures, however, research shows that
chronically ill patients receive only 56 percent of clinically recommended health care.!2
In other words, while America is spending a staggering amount on chronic disease care,
objective measures indicate we may not be spending wisely or well to treat chronically ill
patients. This discrepancy results chiefly from systemic inadequacies: The American
health care system was built to deliver health care services to acutely ill patients
requiring episodic care, not to patients who are chronically, persistently in need of
medical care.

In short, America spends more on health care than any other industrialized nation,
but by many measures, our spending is not achieving the results we want and need.!3
Aside from the question of whether our spending is sustainable at 16 percent of GDP
and rising, we face the very real question of whether our spending is sensible, given the
results it garners.

A study in this month’s Health Affairs, for example, by Ellen Nolte and Martin
McKee, compares trends in deaths considered amenable to health care before age 75
between 1997-98 and 2002-03 in the United States and in eighteen other
industrialized countries.4 These preventable deaths account, on average, for 23 percent
of total mortality among males and 32 percent among females under age 75. As you
might expect, the majority of the conditions responsible for preventable deaths are
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chronic conditions: cancers, diabetes, ischemic heart disease, and other circulatory
disorders. In the OECD countries in the study, the decline in amenable mortality in all
countries averaged 16 percent. But the United States was an outlier, with a decline of
only 4 percent. If the United States could have reduced amenable mortality to the
average rate achieved in the three top-performing countries — France, Japan, and
Australia — there would have been 101,000 fewer deaths per year. Mr. Chairman, that’s
more than the populations of Superior, Wausau, and Stevens Point (Wisconsin)
combined.

The rate of amenable mortality is an indicator of overall health system performance.
America’s significant performance gap is a worrisome signal our system isn’t performing
well against a set of relative health measures. What this study doesn’t explain is why the
system isn’t performing up to par, or in what components of health care, or for what
patients. Those are critical questions health services research can answer, if America
chooses to invest in it. We also need to better understand what population-based
prevention strategies work best.

On our current trajectory, cases of chronic disease will significantly increase, along
with their associated direct and indirect costs. The truth is, though, the vast majority of
chronic disease could be prevented or better managed. We know from estimates from
the CDC, for example, that 80 percent of heart disease, stroke, and type 2 diabetes and
40 percent of cancer could be prevented if Americans would do three things: stop
smoking, start eating better, and start exercising.!5

Of particular prevention focus should be our most vulnerable populations, including
children and adolescents and racial and ethnic minorities. As with adults, the prevalence
of overweight among children aged 6 to 11 more than doubled in the past 20 years, going
from 7 percent in 1980 to nearly 19 percent in 2004. The rate among adolescents 12 to
19 years old more than tripled, increasing from 5 percent to 17 percent.’® Clinically-
based reports and regional studies suggest that type 2 diabetes, although still rare, is
being diagnosed more frequently in children and adolescents, particularly in American
Indians, African Americans, and Hispanic/Latino Americans.””? Alarmingly, an
estimated 61 percent of overweight young people have at least one additional risk factor
for heart disease, such as high cholesterol or high blood pressure.8 In addition, children
who are overweight are at greater risk for bone and joint problems, sleep apnea, and
social and psychological problems. Overweight young people are more likely than
children of normal weight to become overweight or obese adults, and therefore more at
risk for associated adult health problems, including heart disease, type 2 diabetes,
stroke, several types of cancer, and osteoarthritis!9 — all conditions that can in most
instances be prevented.
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Preventable morbidity and mortality continue to take an unconscionable disparate
toll on America’s racial and ethnic minority groups. For example, CDC reports that
heart disease death rates are more than 40 percent higher for African Americans than
for whites. The death rate for all cancers is 30 percent higher for African Americans than
for whites; for prostate cancer, it is more than double that for whites. African American
women have a higher death rate from breast cancer despite having a mammography
screening rate that is nearly the same as the rate for white women. The death rate from
HIV/AIDS for African Americans is more than seven times that for whites. Hispanics
living in the United States, as well as American Indians and Alaska Natives, are almost
twice as likely to die from diabetes as are non-Hispanic whites. Hispanics also have
higher rates of high blood pressure and obesity than non-Hispanic whites.2° These
conditions can largely be prevented and their individual and collective impact reduced.

But America’s investment in prevention is woefully inadequate — including our
investment in understanding what works, for whom, under what conditions, and why.
The evidence base for population-based prevention programs as well as for clinical care
and treatment is insufficient to make truly sound investments in prevention, even if we
chose to do so. We must increase R&D in prevention to ensure we see a better return on
both our prevention and health care investments.

Policymakers in both the public and private sector have little information
concerning cost-effective prevention programs and approaches for managing chronic
disease. Despite the fact America spends more than $2 trillion annually on health care,
we do not have even the most basic, up-to-date data at the state level on health care
spending. Our health care information system is simply deficient for sound decision
making. The private sector similarly has insufficient data for robust human capital
planning and programming.

Increasingly, however, corporate America recognizes the inextricable link between
health and productivity, and that a healthier workforce translates to a healthier bottom
line. And changes in the type and structure of work are facilitating change, according to
the Institute of Medicine. A shift from manufacturing to services, knowledge-centered,
and mobile work has changed the focus of occupational health from physical injury and
exposure-related illness prevention and management to enhancing performance,
productivity, and resilience of workers. The impact of non-occupational illness, chiefly
chronic disease, on performance, productivity, and health care costs now outweighs that
of occupational illnesses and injuries for many employers. There is, however, an
opportunity to lessen the impact of these illnesses through an integrated, total health
approach.2! Before American businesses can leverage integrated programs, however, we
need to understand what works.
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For example, case studies from Citibank, Johnson & Johnson, Procter & Gamble,
and Highmark all demonstrate returns on investment, but those returns varied
significantly. At Citibank, a comprehensive health management program showed an
ROI of $4.70 for every $1 in cost.2223 A similar comprehensive program at Johnson &
Johnson reduced health risks including high cholesterol levels, cigarette smoking, and
high blood pressure, and saved the company up to $8.8 million annually.2425 Procter &
Gamble saw reductions in hospital admissions and in-patient days as well as overall
health care costs, but posted an ROI of just $1.49 for every dollar invested.2¢ Highmark’s
ROI was $1.65 for every dollar invested.2” To sum up, estimates of ROI are highly
variable and research to date cannot account for that variability adequately, or explain
why successful programs work.28 There is a gap between science and practice that must
be closed.

Critically needed are intervention evaluations and identification of effective
programs — those that prevent the rise in obesity and chronic health conditions, such as
diabetes and HIV. We also need far more information on how best to manage patients
with multiple chronic health conditions — the patients who account for three-quarters of
our health care spending. Once effective management plans are identified, we need
targeted strategies for providing incentives for employers, schools, and communities to
adopt these demonstrated “best practice” programs.

Yet of the $2.1trillion spent on health in 2006, just 3 percent, or slightly over
$63 billion, was allocated to all government public health activities, local, state, and
federal. That same year, CDC spent $834 million on chronic disease prevention, health
promotion, and genomics, including $63 million on diabetes and prevention and
control.29 In contrast, the total annual economic cost of diabetes last year was estimated
to be $174 billion, according to the American Diabetes Association. Indirect costs
resulting from increased absenteeism, reduced productivity, disease-related
unemployment disability, and loss of productive capacity due to early mortality totaled
$58 billion. We spent $27 billion for diabetes care, $58 billion for chronic diabetes-
related complications, and $31 billion for excess general medical costs, for a total direct
cost of $116 billion.3° Perverse incentives in our health care system are key drivers of
this spending: Private insurers often will not cover a $150 preventive office visit for a
diabetic patient to visit a podiatrist, but they will cover a foot amputation at $30,000.3!

We have to take are hard look at relative investment: In 2006, CDC’s spending on
chronic disease prevention and control was $6.27 for each one of the 133 million
Americans with one or more chronic conditions. The same group accounted for an
average of $13, 143 in health care spending that year.32

To look at it another way, our nation’s estimated investment in health services
research last year was just an estimated $1.5 billion.33 Booz Allen Hamilton’s annual
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report of investment by the top 1000 firms globally shows that private sector health care
R&D was $97.8 billion in 2006, or roughly sixty-five times as much.34

The best health and health policy decisions are based on data and scientific
evidence. Health services research provides the data and evidence needed to make
decisions and develop policies that optimize health care financing, delivery, access, and
outcomes. It provides policymakers, practitioners, and other decision makers the
necessary tools to make America’s health care:

e Affordable, by decreasing cost growth to levels sustainable by individuals and the
country.

e Efficient, by decreasing waste and overpayment and monitoring cost-effectiveness
of care.

e Safe, by decreasing preventable medical errors and adverse drug events,
monitoring public health, and improving health system preparedness.

e Effective, by monitoring and evaluating health programs and outcomes and
improving implementation of evidence-based innovations as part of routine health
care.

e Equitable, by eliminating disparities in health and health care according to
ethnicity, gender, and geographic location, as well as socio-economic and
insurance status.

e Accessible, by connecting people with the appropriate health care they need when
they need it.

e Patient-centered, by increasing patient engagement in their care, as well as their
satisfaction with the care they receive.

Similarly, public health research and evaluation can help guide population-based
prevention services, by ensuring that promising programs are fine-tuned, that successful
interventions are scaled up, and that nonperforming programs are redirected.

The director of the Centers for Disease Control and Prevention, Dr. Julie
Gerberding, has noted with concern what she aptly terms the disequilibrium in our
nation’s health spending and health research. “New science will lead to new solutions
that will improve people’s health and safety and the nation’s economic viability for years
to come,” she has written.35 But only if we invest the resources to realize those returns
on investment. An overall investment of 3 percent is simply inadequate to provide the
information we need.

With that, I'll close, and I look forward to answering any questions you may have.
I'd like to again offer my thanks for your invitation, and for this Subcommittee’s long-
standing commitment to health and public health.
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