INCREASING THE
HUMAN CAPITAL INVESTMENT

Why it makes sense to invest even more
on health care for your workforce

FOREMPLOYER HEALTH CARE SPECIALISTS ONLY
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BUSINESS CAPITAL AND HUMAN CAPITAL
BOTH NEED MAINTENANCE

Both business and human capital require ongoing investment—
or “maintenance plans”— for optimal performance
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+ Investingin business capital isa commonly accepted practice—for example, purchasing or
leasing a vehicle if you manage a transportation company

+ Notransportation company purchases a vehicle without also planning to investin the maintenance
of that vehicle on a daily, periodic,and emergency basis

* The same company should look atinvesting in the health of the driver in the same way

Maintaining the performance of the driver is just asimportant as

maintaining the performance of the vehicle?




THE COST AND VALUE
OF HEALTH MAINTENANCE

Investing in human capital health maintenance is expensive, as direct

health care costs have grown considerably over the years?
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Direct health care costs are rising,? but so is the value of health care
innovation in the United States

1.5 million lives have been saved since the early 1990s due to early diagnosis
and treatment advances*

Cancer

Fourth-generation hepatitis C virus (HCV) treatments offer cure rates of 95%

IR to 96%in about 8 to 12 weeks*

Today, a 20-year-old diagnosed with human immunodeficiency virus (HIV) is
expectedtoliveinto his or her 70s*

Inthe last 100 years, average life expectancy in the United States

hasincreased from 50 years to 79 years®




TOTAL COST OF HEALTH...
BEYOND THE TIP OF THE ICEBERG

Direct medical costs pale in comparison to other organizational
costs of human capital maintenance®

Personal Health Costs
+ Medical care
* Pharmaceutical costs

30%

Health-Related Lost Productivity Costs
* Presenteeism
+ Absenteeism
- Overtime
- Turnover
- Temporary staffing 700/0
- Working slow
- Late deliveries
- Replacementtraining
- Customer dissatisfaction
- Variable product quality

Case Example:

BANK ONE Bank One evaluated medical costs and concluded that the cost of
presenteeism (illness-related reductions in productivity) was much higher
than other health-related costs’

* Presenteeism accounted for 63% of other organizational costs

* Itwas more than 2.5 times higher than medical and pharmaceutical costs

Itis estimated that these other organizational costs

resultinaloss of $12,000 per employee®




INCREASED INVESTMENT IN HUMAN CAPITAL
MAINTENANCE CAN TAKE MANY FORMS

MORE investment in human capital health maintenance can deliver value in

direct health and other organizational costs

+ While employers may be feeling pressure to control or curb direct health care spending,
compounded by ACA concerns, there may be value in actually investing more, not less

+ Infact,severalemployers haveincreased theirinvestment,® and you probably are too,
to some extent

Health Maintenance Investment Examples

&

Many employers have beeninvestingin preventive care and well-being®

Several employers are partnering with Centers of Excellence (CoEs)*°

Some employers are keeping Rx out-of-pocket (OOP) costs low for their members
with chronic conditions?!!

ACA=Affordable Care Act.



PREVENTIVE CARE AND WELL-BEING

GOOD FOR PATIENTS AND EMPLOYERS

Well-being and prevention spending has demonstrated health care
cost savings, as well asreductions in absenteeism

When some companies invested in well-being, Investments in prevention proved
high returns occurred® valuable as well*?
Well-being * Preventingasingle HIV
Investment infection avoided a lifetime

treatment cost of roughly
$355,000

Absenteeism A Medical Costs

+ Tobacco screeningresultedin
an estimated lifetime savings of
$9,800 per person

Case Examples:

CITIBANK 3,000 Citibank employees participated in health-management programs
centered around chronic disease management!3

+ The programincluded services such as initial screening, extensive follow-up
with high-risk employees, and general health education

* This program reported an average savings of $4.50 in total health care
costs per $1.00 spent®

HUMANA Humana offered a well-being and rewards program to employees

+ Engaged members had approximately 25% fewer hours of unscheduled
absences compared with unengaged members!4

* Health care costs forengaged members were 10.1% compared to
unengaged members by Year 34

* Incontrast, costs for unengaged members rose 17%"*




Q) CENTERS OF EXCELLENCE (CoEs)
HIGHER QUALITY, HIGHER VALUE

CoEs are providing high-quality care for several employers and have been
shown to be a worthwhile investment

+ They offer specialized programs and services that can produce better health outcomes and
potentially resultin cost savings*®

+ These centersreduce health care costs to employers by reducing duplicate testing and providing
standardized care and treatment, thus eliminating waste®

Examples of CoEs?'?

Hospital: Mayo Clinic
Company: Walmart

Procedures: Transplants and cardiac Hospital: Cleveland Clinic
Companies: Lowe’s, Boeing, Walmart

Procedure: Cardiac

Hospital: Johns Hopkins Health System
Company: Pepsi
Procedures: Cardiac and joint replacements

Hospital: Hoag Orthopedic Institute
Companies: Kroger, CalPERS
Procedure: Orthopedic
Hospital: Bon Secours St. Francis Health System Hospital: Mayo Clinic
Company: Michelin Company: Walmart
Procedure: Diabetes chronic care management Procedures: Transplants and cardiac

Case Example:

LOWE’S Lowe’s partnered with Cleveland Clinic to provide care for members needing
thoracic surgery?!©

+ Careisprovidedforaflatfee,and Lowe’s covers all travel expenses®

+ Lowe’s members who wentto the Cleveland Clinic for thoracic
surgery were approved to return to work up to twice as fast as the
national average'®

Using CoEs, while potentially more costly initially,

can save 10% to 25% overall*®




¥4 HIGH OUT-OF-POCKET (OOP) COSTS FOR MEDICATIONS
SERIOUS IMPACT

Increasing patient costs can lead to a cycle of increased costs for all parties?’

+ High direct health care costs
have led some employers

INCREASED to shift more costs to the member

HEALTH CARE
COSTS

* Thiscanlead employees
to avoid all types of care,
including medication

INCREASED COSTS
SERVICE PASSED ON

UTILIZATION TOPATIENT

+ Thiscanresultinacycle
of even higher costs for both
members and employers

POOR POOR
HEALTH MEDICATION
OUTCOMES ADHERENCE

Health care nonadherence canimpact both direct and other organizational costs

a
é Impactonthe Impact
LLLLL US health care system onemployers
Medication nonadherence costs Health-related productivity losses
the US health care system can be twice as costly as medical

and pharmacy expenses®®

$100 billion to $289 billion annually?®

Forexample,a study* showed a

46% increase

in short-term disability
for patients who were nonadherent
to their treatments?

*A retrospective observational cohort of 2112 employees with a new episode of treatment with an antidepressant medication evaluating the relationship
8 between antidepressant medication adherence and short-term disability in an employed population.



¥4 | OW OUT-OF-POCKET (OOP) COSTS FOR PATIENTS
IMPROVED ADHERENCE

There are many reasons for medication nonadherence, including a direct
correlation with patient OOP costs

Patients with MS whose OOP was >$250 were 7x as likely NOT to fill their
Rx versus those whose OOP was <$100?

Patients with CML were 42% more likely to be nonadherent

Cancer when they had higher co-pays??

In RA, medication adherence rates vary from 30% to 80%?23

CML=chronic myeloid leukemia.

Case Examples:

GEISINGER * When offered a $0 co-pay drug program, employees
with unmanaged chronic conditions were more likely to fill their
prescriptions!!

+ Total health care spending was lower among those inthe
program by 13%, or $144 PMPM during the study period*!

PITNEY BOWES - Reduced OOP costs by moving drugs from higher tiers (30% to
50% co-pays) to Tier 1 (10% co-pay)?*

- After1year,decreases were seenin ER visits (by 1/4) and
total health care costs (by 6%) for diabetes patients?*

- Short-term disability (STD) decreased by approximately 50%%*

A 2011 CVS Caremark study found that adherent patients?*:

 Hadfewer ER visits and were hospitalized less often

- Saved up to $7,800/patient annually in direct health care costs




INVEST MORE TODAY IN HUMAN CAPITAL
HEALTH MAINTENANCE

Considerinvesting MORE in programs like these as part of your human

&

capital maintenance plan

+ Well-being initiatives?®
+ No-cost preventive services, such as flu shots and
age-and gender-related screenings

+ Partnerships with CoEs for certain medical procedures?®
*+ No-cost travel arrangements for members and caregivers

+ Reducing or eliminating high OOP costs for Rxs
(ie, cap the co-pay)*?
- For plans with health savings accounts (HSAs), consider:

- Adding some specialty medications to an expanded
preventive list

- Incenting healthy behaviors for additional HSA funding

- Removingany cost barriers for your members to stay adherent
to their medications
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RETURN ON INVESTMENT—
FOR YOU AND YOUR EMPLOYEES

A higherinvestmentin your human capital maintenance plan could
potentially lead to a wide range of benefits

Goals for the employees:

+ Enhanced engagement

+ Improved member health

* Increasedjob satisfaction

- Reduced personal/sick time forillness
+ Reduced OOP health expenditures

PERFORMANCE

TALENT

Goals for the employer:
« Decreasedoverall health care costs

« Greaterretention andreduced turnover
+ Reducedabsenteeism
+ Improved employee and business performance

OVERALLCOSTS
ABSENTEEISM
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ADOPT THIS ATTITUDE...
MAKE THE INVESTMENT IN YOUR PEOPLE!

Our most valuable
resource sits here

References

1. Sherman BW, Lynch WD. Connecting the dots: examining the link between workforce health and business performance. Am | Manag Care. 2014;20(2):115-120.
2. Kaiser Family Foundation. Health spending explorer. http://www.healthsystemtracker.org/interactive/health-spending-explorer/?display=U.5.%2520%2524
%2520Billions&service=Hospitals% 252 CPhysicians %2520%2526%2520Clinics%252CPrescription%2520Drug&rangeType=range&years=1960%252C2014.
Published December 7,2015. Accessed February 19,2016. 3. DeVol R, Bedroussian A, Charuworn A, et al. An Unhealthy America: The Economic Burden of Chronic
Disease—Chartinga New Course to Save Lives and Increase Productivity and Economic Growth. Santa Monica, CA: Milken Institute; 2007. 4. PhRMA. 2015 Profile:
Biopharmaceutical Research Industry. Washington, DC: Pharmaceutical Research and Manufacturers of America; 2015. http://www.phrma.org/sites/default/
files/pdf/2015_phrma_profile.pdf. Accessed March 8,2016. 5. Arias E. United States life tables, 2010. Nat/ Vital Stat Rep. 2014;63(7):1-63. 6. Standard Insurance
Company. Health-Related Lost Productivity: Causes and Solutions. http://workplacepossibilities.com/wp-content/uploads/The-Standard_HRLP_Productivity_
Insight_1.pdf. Published June 2012. Accessed April 20,2016. 7. Hemp P. Presenteeism: at work—but out of it. Harvard Business Review. https://hbr.org/2004/10/
presenteeism-at-work-but-out-of-it#. Published October 2004. Accessed February 5,2016. 8. Trust for America’s Health. Investing in prevention benefits business
and the economy. http://healthyamericans.org/health-issues/wp-content/uploads/2012/03/Business-and-Economy-Fund-2-pager-03-06-2012.pdf. Published
May 2013. Accessed March 6,2016.9. Baicker K, Cutler D, Song Z. Workplace wellness programs can generate savings. Health Aff(l\/lillwood) 2010;29(2):304—311
10. Health Research Institute. Medical Cost Trend: Behind the Numbers 2014. PricewaterhouseCoopers website. http://www.pwc.com/us/en/health-industries/
behind-the-numbers/assets/medical-cost-trend-behind-the-numbers-2014.pdf. Published June 2013. Accessed March 4,2016.11. Maeng DD, Pitcavage |M,
Snyder SR, Davis DE. The value of value-based insurance design: savings from eliminating drug co-payments. Am | Manag Care. 2016;22(2):116-121.12. National
Prevention Council, Office of the Surgeon General. National Prevention Strategy. http://www.surgeongeneral.gov/priorities/prevention/strategy/report.html.
Published June 2011. Accessed March 31,2016.13. Goetzel RZ. Return on Investment for Primary Prevention: Measuring & Demonstrating Real Cost Savings.
Alaska Department of Health and Human Services website. http://dhss/alaska.gov/dph/Chronic/Documents/Publications/assets/goetzel-042508.pdf. Published
April 25,2008. Accessed March 2,2016. 14. Humana. HumanaVitality® provides a pathway to cost control and increased productivity. http://apps.humana.com/
marketing/documents.asp?file=2853084. Published February 2016. Accessed April 4,2016.15. Rogers MT. Hospital centers of excellence. Hospital & Health
Networks website. http://www.hhnmag.com/articles/ %205974hospitalcentersofexcellence. Published April 11,2013. Accessed March 4,2016.

16. Cacchione . Cardiovascular network. Cleveland Clinic website. http://files.ibiweb.org/uploads/general/Cardiovascular_Network.pdf. Accessed March
31,2016.17.luga AO, McGuire M. Adherence and health care costs. Risk Manag Healthc Policy. 2014;7:35-44.18. Viswanathan M, Golin CE, Jones DC,

etal. Interventions toimprove adherence to self-administered medications for chronic diseases in the United States: a systematic review. Ann Intern Med.
2012;157(11):785-795.19. Loeppke R, Taitel M, Haufle V, Parry T, Kessler RC, Jinnett K. Health and productivity as a business strategy: a multiemployer study. /
Occup Environ Med. 2009;51(4):41 1-428.20. Burton WN, Chen C-Y, Conti DJ, Schulz AB, Edington DW. The association of antidepressant medication adherence
with employee disability absences. Am / Manag Care. 2007;13(2):105-112. 21. Prime Therapeutics. Prime News. New study finds 1 in 4 multiple sclerosis patients
with high out-of-pocket costs not filling prescriptions [press release]. http://www.primetherapeutics.com/pdf/MSOPP.pdfttpage=1&zoom=100. Published June
17,2009. Accessed March 31,2016. 22. Dusetzina SB, Winn AN, Abel GA, Huskamp HA, Keating NL. Cost sharing and adherence to tyrosine kinase inhibitors for
patients with chronic myeloidleukemia. | Clin Oncol. 2014;32(4):306-311. 23.van den Bemt BJF, Zwikker HE, van den Ende CHM. Medication adherence in patients
with rheumatoid arthritis: a critical appraisal of the existing literature. Expert Rev Clin Immunol. 2012;8(4):337-351. 24. Integrated Benefits Institute. A broader reach
for pharmacy plan design: the disability effects of cost shifting. https://www.acoem.org/uploadedFiles/Career_Development/Tools_for_Occ_Health_Professional/
Health_and_Productivity/A%20Broader%20Reach%20for%20Pharmacy%20Plan%20Design%20-%20The%20Disability%20Effects%200f%20Cost%20Shifting.
pdf. Published May 2007. Accessed March 15,2016. 25. Roebuck MC, Liberman JN, Gemmill-Toyama M, Brennan TA. Medication adherence leads to lower health
care use and costs despite increased drug spending. Health Aff (Millwood). 2011;30(1):91-99.

©2016 AbbVie Inc. North Chicago, IL 60064 400-1863109 July 2016 abbvie



