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SYNOPSIS

Background -- During the decade from 2000-2009, the City’s medical costs rose an average of 9.9% per year.  We self-insure both active and retiree medical costs.  Claims costs were $12.3 million in 2009.  Continuation of this trend would result in a $13.5 million dollar cost in 2010 and $14.9 million dollar cost in 2010.
Since FY 2008, the City experienced a 32% reduction in our ad valorem revenues, so mitigating costs has been a primary City concern.  Continuation of our prior medical cost curve could only be offset by a corresponding decrease in costs.  Like most public entities and other service providers, our cost structure is largely attributable to personnel-related costs.

Program Intent -- In 2009, the City undertook an initiative to redesign its medical plan by exploring changes to our third party administrator, plan features, employee contributions, incentives, and network availability.  The redesigned plan was implemented on January 1, 2010.

Anticipated and Actual Outcomes -- The initial goal was to expand our in-network offerings and reduce the cost increases we had experienced in the past decade to a level more in line with the overall cost of living index.  The outcome resulted in both reduced costs and national network coverage but also provided a series of wellness incentives linked to outcomes rather than effort.

Cost Savings -- Claims costs in 2009 totaled $12.3 million.  In the first year of the revised program, claims costs decreased by $2.1 million to $10.2 million; a reduction of 17%.  

Innovative Characteristics -- Many wellness plans reward participants for good intentions and effort.  We sought to reward participants for outcomes that have a direct link to disease avoidance and/or mitigation.  To do so, we set up a voluntary program encompassing wellness targets for BMI/waist measurement, tobacco use, blood sugar, triglycerides, blood pressure, total cholesterol, and completion of health risk assessment.  Results targets were derived from national medical norms.  Employees could either “buy-down” their program deductible OR their premium by achieving one or more of the targeted outcomes (up to a maximum of 5 targets).

Obstacles and results achieved -- Other than the cost savings described above, 47% of our employee and retiree plan members have opted to participate in our voluntary wellness “buy-downs”.  In addition, we achieved an 18% participation in our voluntary health risk assessment program in the program’s first full year.

We resolved the potential labor obstacles by negotiating the medical plan changes with the Police Benevolent Association and the Teamsters.  Both parties could see that plan changes could involve increased out-of-pocket costs but these could be mitigated by participating in the wellness “buy-downs”.

INNOVATION STUDY COMPONENTS
INNOVATION & CREATIVITY

1. How did the program improve the organization?
a. The cost savings associated with the medical program changes came at a time when balancing the City’s budget was becoming increasingly difficult.  The cost savings described above was a critical component in balancing our 2011 budget; thereby mitigating the need for drastic service cuts and layoffs necessary to balance the 2011 budget.

2. Were new technologies used?
a. Not new technology but the third party administrator (CIGNA) provided a wealth of online education modules, medical diagnostic tools, and tracking tools for employees to chart their medical concerns and progress.  CareHere, our health center vendor, also provides tools for tracking costs and aggregate wellness measures.

3. Was a consultant used?

a. Yes.  The Gehring Group was instrumental in providing a variety of plan design alternatives for our consideration, costing various options, RFP preparations and analysis, meetings with key decision makers, and providing employee/retiree communications materials for use in communicating the conversion.  Our principal contact for this initiative was:
 


Anna Maria Studley

Managing Director 

Gehring Group Professional Services

11505 Fairchild Gardens Avenue

Suite 202

Palm Beach Gardens, FL 33410

Email: annamaria@gehringgroup.com
Phone:                 1.561.626.6797

Toll Free Phone: 1.800.244.3696

Fax:                     1.561.626.6970

OUTCOMES ACHIEVED

1. What needs and expectations were identified and fulfilled?
a. The City has implemented a uniquely positioned, cost-effective medical plan that remains competitive from a recruitment and retention perspective and has increased the activities associated with employee and retiree wellness; thereby reducing the need for additional taxpayer support for legacy programs.

2. Has service delivery been enhanced?

a. Yes.  In conjunction with the plan changes described previously, the City launched an onsite Employee Health Center in March 2011 to further reduce medical claims and workers compensation costs, provide detailed health risk assessments, handle clinic-related medical services and dispense generic drugs at a reduced cost to the City and no cost to the plan member.

Plan members now have access to a national network with online and phone access to validate network providers, along with regular intranet updates.  In addition, our contract provides for an onsite resource for employee/retiree assistance in managing claims issues.
Since March 2011, the City’s wellness incentive program is now linked to the Employee Health Center to encourage greater wellness participation.
3.  Did the initiative improve access to your government?

a. Yes.  The public has full disclosure of our plan information via the city’s website.  See link below for benefit plan information:

http://www.sarasotagov.com/InsideCityGovernment/Content/HumanResources/HRBenefits/HRBenefits.html
4. Has the health of the community improved as well?

a. Yes, in so much as the employees, retirees and their dependents are part of the community.

APPLICABLE RESULTS AND REAL WORLD PRACTICALITY

1. What practical applications will be shared?

a. Details on the timelines for implementation, resources used to provide input to the design process, communications tools, plan document highlights, and lessons learned.
2. How applicable is the program to other local governments?

a. The program, or variations, is easily adaptable to the needs of other local governments if they are willing to commit the resources to program development and implementation.

3. What results/outcomes will you share?

a. Covered member demographics, claims costs/year, benefits plan documents, Employee Health Center document, links to other benefit survey data, participation rates, and sample forms utilized.
INNOVATION STUDY PRESENTATION

1. Describe your presentation.

a. PowerPoint supplemented by handouts with time for Q & A.
