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SYNOPSIS:

Overview & Intent
In 2003, the city of Las Vegas had experienced several years of 15% - 20% increases in their annual employee health care costs, and recognized that without significant change in the insurance model, expenses would continue to escalate to the point where the cost was unsustainable.  An analysis of alternatives was conducted, including increasing employee contributions and/or decreasing benefits provided.  It was determined that while such changes could provide short-term cost relief, they would not meet long-term goals, as they were reactive in nature, rather than proactive.  Health care costs are a function of utilization.  However, when employees see only premiums and copays they do not receive a full picture of the actual cost of various treatments, which can lead to overutilization of such items as Emergency Rooms and brand name drugs.  Nor is there a clear connection made between personal health and the overall cost of health care.  
Raising premium contributions or lowering benefit levels would not result in increasing city employees’ awareness of the actual cost of medical care nor allow them to participate in controlling the overall medical care costs for the city.  It was decided that we would seek another alternative that actively engaged our employees in both their own health care choices and a more sustainable overall insurance model for the city.  A consumer driven model was studied, and in March of 2004 the city implemented a consumer driven health care plan, utilizing a Health Reimbursement Account model. We were the first city in the United States to do so.

The underlying premise of consumer driven health care is three-fold:  Healthier people need fewer health care services; consumers provided with information on cost and quality can apply the same quality versus cost analysis to healthcare that they apply to their other purchases; and when provided with a system that results in the patient seeing the dollars spent as “their money”, rather than money provided by an anonymous insurance company, they are much more apt to apply that value versus cost analysis and choose lower cost, but equally effective services.  The theory is that if you provide participants with information on the actual costs of various medical care alternatives (for example, a visit to the ER versus a visit to Quick Care) and encourage them to become more actively involved in their own health, they will make better, more informed treatment choices, as well as become more engaged in activities that promote their own personal health.  
Therefore, our goals for this program were: to improve the overall health of our employees; to increase our employees’ involvement in their own health care decisions; to provide them with expanded provider and treatment choices; to not only achieve stabilized health care cost, but to achieve it through both an employee population that was more conscientious in its healthcare spending, AND whose involvement in their own health led to healthier lifestyle choices.  

The plan we designed was fairly simple.  Employees would be provided with a Healthcare Reimbursement Account (HRA), the amount of which was determined by whether they required employee only, employee plus one, or employee plus family coverage.  At the beginning of each plan year a set amount of money was allocated to each employee: $1,000 for employee only, $2,000 for employee plus one, and $3,000 for employee plus family.  That allocation would provide first dollar coverage for any medical care sought, regardless of whether the vendor was on a Preferred Provider list or not.  Copays were eliminated.  If, during the plan year, the employee exceeded his/her allocation, they became responsible for a small portion of the subsequent costs.  This deductible, known as a “bridge” varied depending on whether the coverage was employee only, employee plus one or family.  In the case of an employee with employee only coverage, they would be responsible for the next $500 of medical care costs.    Employees with employee plus one have a $750 bridge, while employees with family coverage have a $1,000 bridge.  Once that bridge was satisfied, the plan became a standard 90/10 Preferred Provider Plan, with the employee responsible for just ten percent of the costs, up to a low out-of-pocket annual maximum.  Once that maximum was reached, the plan would pay 100% of the costs.  Preventive care, including an annual executive physical, would be free.  Any of the annual HRA allocation not used would be rolled over into the following plan year, and could be used to satisfy that plan year’s bridge or coinsurance requirements.
Outcomes/Savings
In 2003, when analyzing our healthcare spending, we projected that if health care costs continued to escalate at the current rate, the city of Las Vegas would be spending $51 million per year on healthcare for its employees.  From the first year of implementation, it became clear that our employees viewed the HRA allocation as “their money”, and were very selective in the way they chose to spend it.  As preventive care and annual physicals were free, the utilization of such services increased significantly.  However, just as significantly, the use of generic drugs increased, while Emergency Room visits and hospitalizations decreased.  As of the end of Fiscal Year 2009, our total healthcare spending for this program was $24.9 million, just $2.8 million over what we had spent in FY 2005.  We had effectively reduced the escalation in spending from 15% a year to approximately 3.2% a year.  This was with a slightly higher employee base, and without reducing benefits, or increasing employee coinsurance costs.  If Fiscal Year 2010 ends as projected, we will again see less than a 3.5% overall increase in cost.

Costs

The costs of the administration of this program are included in the overall plan costs.  The city had been self-insured for its group health for several years, and had retained the services of a Third Party Administrator.  The administrative costs for the specialized administrator required to oversee a consumer driven plan were approximately the same as the city had been paying for its previous vendor.  Since the program represented a significant change from the previous Preferred Provider model, a comprehensive employee education program was required prior to implementation.  In addition to expanded open enrollment meetings, an extensive print campaign was undertaken, including mailings delivered to both work and home, posters located throughout city facilities, and informational articles placed in various city publications. 
A key component of the program, encouraging healthy lifestyle choices, led to the implementation of an extensive wellness program.  This program required the services of specialized professionals to oversee the program and assist employees in establishing and maintaining healthy behaviors.  Therefore, an RFP process was conducted to identify a vendor that would provide one-on-one, on-site wellness coaches.  Wellness Coaches USA was the selected vendor.  They provide four coaches, all with Masters’ degrees in health promotion, health education, kinesiology or exercise physiology.  The cost of our contract with Wellness Coaches is $360,000 per year, or less than 1.5% of the total cost of the program.

Innovation

This program has been innovative from inception.  Management recognized that change could not be successfully accomplished without the support of our largest bargaining unit.  They were approached to partner with management in developing a long-term solution, and were actively involved in development of the plan.  Union representatives became so committed to successful implementation that a member of the union leadership attended almost every educational/open enrollment meeting to declare support for the plan and to assist employees in understanding the proposed changes.  As indicated, we were the first city in the United States to offer a consumer driven health care plan, and when first implemented, less than 2% of all companies offered it.  In health care circles, the city of Las Vegas is widely considered a “pioneer”.  In addition, while wellness has become somewhat more mainstream, the city has offered a comprehensive wellness program, including free preventive care, for five years and one-on-one employee coaching for three.  

Obstacles

The two biggest obstacles were overcoming employee skepticism, and fear of change.  A plan which promised more choice, with no increase in coinsurance, and no reduction in benefit seemed too good to be true.  The plan design of a consumer driven program is significantly different from the traditional plan designs employees have had for all their working lives.  Providing a comprehensive education program that resulted in the employees understanding and supporting the plan required both extensive management support in allowing the employees to attend informational meetings, and an experienced vendor to provide a wide array of well-designed educational materials.  These educational efforts were vital to the success of the plan, and the time and effort required to achieve this successful implementation cannot be minimized. 
Results

The results of this program cannot simply be measured in lower healthcare costs, although we have certainly achieved them.  It should also be measured in the culture change that has been brought about.  Significant numbers of employees have lost weight, increased their fitness level, discovered and dealt with previously undiagnosed illnesses, stopped smoking, and/or learned to control chronic illnesses such as diabetes, hypertension, and asthma.  They have taken responsibility for their own lifestyle choices and their own health.  They’ve learned to seek information on various treatment options, and to ask their medical care provider questions on outcomes and alternatives.  Several examples exist of employees who have had life-threatening illnesses such as cancer, lung disease and hypertension identified and treated as a result of the free annual physicals.
As an organization we have begun to promote healthy choices.  While someone will probably always bring donuts (or enormous muffins) to group meetings, our employees have come to expect healthy alternatives such as fruit, granola or yogurt will also be provided.  Signs abound – “No Time To Exercise Today? - Take The Stairs.”  Wellness is spoken of at almost every gathering for employees and management, and is considered one of the top initiatives by the City Manager.  Providing one-on-one coaching to assist our employees in their health and fitness efforts sends the message that the city cares about them, and considers them its most valuable resource.   Payment for a wide array of smoking cessation and weight loss programs demonstrates that management wants to support our employee’s efforts at improving their health, as well as provide them with choice in the method used to accomplish those goals.  

The city’s consumer driven health care/wellness initiative has exceeded our most optimistic expectations and can truly be called a labor-management collaboration that has resulted in a win-win for both the city and its employees.

Innovation/Creativity

Organizational Improvements:

· Stabilized health care costs that are significantly lower than those experienced in the general marketplace

· Improved employee health and fitness

· Improved employee morale

Private Consultant Used:

· City’s existing healthcare broker was used to assist in developing RFP’s for Third Party Administrator and Wellness Program administration, as well as overall plan design development

Citizens Outcomes
· Community Needs Identified and Met:  The community expects and requires local government to provide its services in the most cost-effective manner possible.  By implementing this program, the costs for providing healthcare to its employees has been reduced, thereby freeing up funds to be directed towards additional community services.
· Improved Access to government:  N/A

· This initiative has been expanded to our various community centers, so not only are our employees, many of whom are citizens of the city, living healthier lifestyles, but other citizens, not employed by the city, are also able to benefit from some of the programs and promotions offered under the Wellness Program

Applicable Results

· Practical Applications:  We would share the methods we used to enlist the partnership of our bargaining unit, as well as the numerous techniques utilized to engage and educate our employees about the program.   We would also discuss the various initiatives undertaken by the Wellness Coaches and how they can be accomplished at other public employers.
· How Applicable to Other Local Governments:  The program could be very easily applied to other local governments.  

· Results/Outcomes to Share:  Annual cost savings, and results of individual wellness initiatives

Case Study Presentation
· The case study would primarily consist of a Power Point presentation.  Attached is the presentation we are currently using when asked to address various professional groups and conferences.  (We are routinely invited to speak at national and regional Benefit, Human Resources, Healthcare and Financial conferences.)  The presentation is a themed one, based on Star Trek.  We are a city that has “gone where no municipality has gone before”.  The bullet points address the facts and figures, with Star Trek as a background, so if the Power Point presentation was determined too informal, it would be very easy to change it to a standard background.  
