UNIVERSITY OF KENTUCKY HEALTH BENEFITS TASK FORCE

RECOMMENDATIONS

Introduction:

President Todd appointed the Health Benefits Task Force in early July.  The charge to the task force, members, minutes, presentations, and other material can be found on the task force website, www.uky.edu/healthbenefits.  The task force met weekly for 2-3 hours July 24-October 24 and held a twelve-hour retreat October 26-27.  One of the guidelines for the task force’s deliberations was UK’s desire to be competitive in recruiting faculty, which is in turn intended to support the University’s goal of becoming a top 20 research institution.  The task force compared UK’s health benefits with those of its benchmark institutions: NC State, Ohio State, Penn State, Purdue, Texas A&M, UCLA, and the Universities of Arizona, Florida, Georgia, Illinois, Iowa, Maryland, Michigan, Minnesota, North Carolina, Texas, Virginia, Washington, and Wisconsin.   Benefits offered by other local employers, the state, and regional universities were also taken into consideration because of their potential influence on staff recruitment.  These comparisons were but two of many factors considered in developing the task force’s recommendations.  Others included:

· Cost-effectiveness, getting the best value for both employees and the University

· Fairness to low-income employees and those located far from Lexington

· Access to necessary services and prescription drugs

· Improving the health state of UK employees and their families

· Providing better educational opportunities and customer service

· Restoring a sense of trust in the University as an employer.

Core Recommendations

1) The University should increase its support for health benefits in Fiscal Year 2002-2003 (July 1, 2002-June 30, 2003).

a) The University should devote at least an additional $5 million in net general fund dollars to health benefits, and a proportionate amount for employees with health credits from other sources, for an estimated total of $9.6 million.  Part of these funds should be used to enhance the current benefit structure, but most should be used to increase the employer contribution to health insurance premiums.

Comment: The task force favored this approach because it balances the need to increase the University’s contribution to the total premium cost with the need to provide better benefits in some areas and for some groups of employees.  

b) For FY 2003, 

i) No UKHMO dependent coverage tier should receive an increase in employee contribution, and

ii) The employee contribution to employee-child(ren) and family tiers should decrease.

Comment: These recommendations will generate a little relief for those who are trying to cover their children without increasing the burden on other employees.  The second recommendation (below) addresses the long-term strategy to make dependent coverage affordable.

iii) A majority of the task force recommends that in FY 2003 only,  there should be no increase in premiums charged to retirees or retiree spouses.  

c) In FY 2003, the ratio among dependent coverage tiers should reflect norms among the University’s benchmark institutions as follows:


i) Employee only = 1.0

ii) Employee plus child(ren): 1.5 times employee-only rate

iii) Employee plus spouse: 2 times employee-only rate

iv) Employee plus spouse and child(ren): 2.5 times employee-only rate

Comment: The current ratio between family coverage and employee-only coverage is 2.79:1, which makes family coverage relatively more expensive than under the recommended tier structure.  If the employer is covering most of the cost, the tier relationship does not affect the employee as much because the net out-of-pocket cost is relatively low anyway.  However, in a structure like our current one, tiering factors multiplied by higher proportions of premium charged to employees can make a significant difference.  For example, if the employer is paying 85 percent of the family premium rate, a tiering factor that raises the total family premium from $600 to $650 raises the employee cost only $7.50, but if the employer is paying only 32 percent, the same change costs the employee an additional $34.00.

2) The University should fund 90 percent of individual, couple, employee-child(ren), and family coverage for UKHMO (or another plan designated by the University) within 5 years.  The current median institutional support of HMO family premiums in our benchmark institutions is 87 percent (updated to reflect 2002 premiums). 

Comment: The University would designate a plan as the one that sets the 90 percent standard.  Other plans would get the same contribution, but the percentage covered by the employer contribution would obviously be lower for more expensive plans.

a) In addition to funding increases in the cost of employee health benefits, the University should dedicate one percentage point of funds available for salary increases (raises) to this purpose until it is achieved.  Under no circumstances should employee-only coverage be funded at less than 90 percent.

Comment: This means that in a year when three percent of the total salary pool was available for raises, one percent of the total salary pool would be dedicated to improving the University’s contribution to health insurance.  This appears to be the only source of recurring funding for health benefits. Between the time when these recommendations take effect and the achievement of 90 percent support for all family composition levels, the percentage of funding will vary, but the task force wanted to make sure that the employee-only contribution was protected during the phase-in period.

b) After FY 2002-2003, achievement of the 90 percent goal will require University contribution to the cost of dependent coverage that is higher than the contribution for employee-only coverage.

c) The University should monitor benchmark health benefits to maintain parity during and after the achievement of 90 percent funding.

Comment: Inadequate funding of dependent coverage has impeded the University’s recruitment and retention at all levels.  Inadequate funding has also caused many employees to drop coverage for their dependents, leaving the remaining group older and less healthy.  The current budgetary situation of the University and the state makes immediate achievement of this goal unrealistic.  However, reaching the 90 percent funding level is critical to the University’s competitive position in both faculty and staff recruitment.

3) Until the 90 percent contribution level is achieved, the University should offer a lower benefit option at an employee contribution rate approximately 20 percent lower than the rate for UKHMO in order to provide more affordable dependent coverage.  This plan could include the following features:

a) Managed care strategies rather than significantly higher copayment levels to avoid over-utilization.

b) Possible out-of-network utilization at high out-of-pocket cost (e.g., 50 percent coinsurance)

c) Imposition of annual or lifetime benefit limit

d) Possible exclusion of some benefits that are now covered

e) Limitation of impact on cost of care for children

f) Imposition of a copayment for adult outpatient primary care provider visits other than annual preventive care visit in order to discourage unnecessary physician office visits, lower the cost of the plan, and offset the cost of other benefits that have been retained.

g) This offering would disappear when employer contribution parity with benchmarks is achieved

Comment: Many employees have requested a plan that is more affordable even if it is not as rich in benefits as the current HMO and PPO plans.  The task force developed these recommendations in order to balance the need for lower cost with protection for those in greatest need of health care for their dependents.

4) The University should identify better benefit designs for Medicare-eligible retirees, based on the following principles:

a) Continue to contribute the same dollar amount towards retiree-only coverage as for active employee-only coverage 

b) Explore mechanisms for lowering retirees’ exposure to high out-of-pocket costs for prescription drugs, such as a separate out-of-pocket maximum for prescription drugs or inclusion of drugs in the existing out-of-pocket maximum for other services

c) Retain protection against catastrophic financial loss

d) Retain coverage for medically necessary and preventive services not covered by Medicare

e) Explore effect of actuarially rating Medicare-eligible retirees separately from the active employee group

f) Support appointment of a retiree to the University’s Employee Benefits Committee

g) Support surviving spouses’ coverage at the same percentage rate as family coverage for active employees, i.e., up to 90 percent when a 90 percent support level is achieved for family coverage.

Comment: The current retiree benefit design is a “carve-out,” which means that it covers those benefits available to UKPPO enrollees that are not covered by Medicare, such as prescription drugs and preventive services.  The task force would like the University to explore alternative designs that might better meet the specific needs of retirees, rather than a UKPPO look-alike.  It is not practical for UK’s Medicare-eligible retirees to enroll in UKHMO because they have a legal right under Medicare to freedom of choice of provider.  UKHMO cannot be administered as a carve-out benefit when retirees must be allowed to receive their health care from providers who are not under contract with UKHMO.

5) Corrections to UKPPO plan design. 

a) 100 percent coverage of screening mammograms (within scope of covered benefits) after $20 copayment

b) Coverage of laboratory services associated with an outpatient visit at the same benefit level regardless of whether the service is performed by a laboratory classified by Humana as hospital-based or outpatient

Comment: The task force gave serious consideration to recommending immediate change in these two features of UKPPO design because employees and their families are likely to be surprised when they discover that these charges are subject to the deductible.  The schedule of benefits in the open enrollment material did not address this distinction.  The likely cost of changing these benefits retroactively was so high that the task force decided against doing so.

c) Removal of the $250 limit on in-network preventive services

d) Retention of UKPPO as an offering

6) Issues for employees outside central Kentucky

a) CHA Health, whose network is used in the UKHMO Regional Service Area, and Humana, whose network is used in the UKPPO, should expand their existing networks and add to them in counties already served so that as many major hospitals as possible are included.

b) Specific standards should be set for network adequacy and it should be assessed carefully in future contract negotiations.

Comment: For employees and their families with serious health problems, the absence of a number of major regional hospitals from the CHA or Humana network may be a more important issue.  Some of these hospitals are well known to be hostile to any form of managed care contracting, and including them in the networks would be likely to have a significant impact on the overall cost of the program.

c) UKHMO and UKPPO should identify ways to provide all members with the same level of prescription drug benefit at the same out-of-pocket cost.  If preferred participating pharmacies cannot be made available within a reasonable driving distance of all members, the University should waive the additional $5 copayment required when members without reasonable preferred pharmacy access fill prescriptions as participating non-preferred pharmacies.

Comment: The biggest single complaint regarding access from employees residing outside central Kentucky was the scarcity of preferred participating pharmacies.  

d) Employees outside the UKHMO Lexington Service Area should be allowed to enroll in UKHMO/Regional Service Area or UKPPO if they are offered in the county where the employee lives or the county where the employee works.  These employees are currently limited to plans offered in the county where they live.

Comment: The health benefit plans offered to state and school system employees have used the live-or-work rule for a number of years.

e) Employees who do not have UKHMO as an option where they work or live, particularly those who can only select the Indemnity plan, are forced to incur higher health care costs than their fellow employees in counties within the UKHMO service area.  Until UKHMO is available statewide, the University should consider increasing the employer contribution to their coverage so that the employee share of the premium for the least expensive option (other than the low option described in #3) available to the employee is equal to the UKHMO rate.

Comment: Choice of plan is also an important issue for people who live and work outside central Kentucky and are limited to the UKPPO or Indemnity plan.  Both of these plans are more expensive than UKHMO both in terms of premium cost and in the out-of-pocket costs incurred when services are used.  

7) UKHMO issues. 

a) The task force heard convincing evidence of a shortage of primary care physicians in UKHMO and therefore recommends that

i) UKHMO should determine its current ratio of available primary care provider appointment hours (or full-time physician equivalents) to membership (separately for adults and children),

ii) Set a goal and timetable for improvement, in keeping with national standards, and

iii) Incorporate this standard into subsequent UKHMO contracts with the University.

Comment: The task force received a large number of complaints about access to Kentucky Clinic primary care physicians when patients were sick.  Because most UKHMO physicians have duties in addition to patient care, such as teaching and research, the task force understands that a UKHMO member’s primary care physician may not be available for a sick visit.  However, in a number of cases, the member was told to go to the Urgent Treatment Center (at a higher copayment rate) or even the hospital emergency department, or given the option of an appointment several days or even weeks in the future.  Thus, the issue is not access to one’s primary care physician so much as access to any health practitioner at all. 

b) UKHMO should monitor its primary care and specialist clinics for timeliness of patient care:

i) Both queuing time (i.e., time to get an appointment) and waiting room time, and

ii) Report problems and correction plans quarterly to the Employee Benefits Committee

Comment: The task force understands that some specialties are in short supply locally and others are particularly difficult to recruit into academic practice.  The task force also understands that there are occasions when an unexpected volume of emergencies takes specialists away from scheduled clinics.  However, when patients and families often wait two hours or longer past a scheduled appointment, the need for more patient-focused planning and management seems clear.  As noted in 7(a), timely appointments appear to be more of an issue with primary care services. 

c) UKHMO should undertake an auditable annual assessment of the quality of patient care:

i) Report to University administration and the Employee Benefits Committee, and 

ii) Use the National Committee for Quality Assurance (NCQA)’s Health Plan Employer Data and Information Set (HEDIS) as a model.

Comment: Many large employers use HEDIS information when they select among health plans that are bidding for their business.  HEDIS includes quality of care measures such as immunization rates and retinal examinations for diabetics.  UKHMO is not eligible for NCQA accreditation but should be held to similar standards.

d) The benefits office should perform an annual UKHMO member satisfaction survey and report to the Employee Benefits Committee

Comment: The satisfaction survey currently performed by UKHMO on its own behalf would gain credibility if it were performed by another entity.

e) UKHMO should assure that all departments communicate departure of primary care physicians to their patients in a timely manner

Comment: Some clinics already do this, but it appears that practice varies across the clinical services.

Additional recommendations

8) To address the widespread call for increased employee choice and access to additional health care providers, the University should seriously consider offering a wider range of health benefit plans, including a high option plan.

Comment: Although the large majority of complaints relate to the high cost of current offerings, a significant minority of those who voiced concerns by letter, e-mail, phone, or focus group response would be willing to pay more in order to have more choices.  Alternatives for meeting this demand include soliciting bids for fully-insured or self-insured plans, providing an alternative plan design within UKPPO or UKHMO, or offering the Indemnity plan to all employees.  Indemnity plan enrollment is currently restricted to employees who do not have access to UKPPO or UKHMO in their counties of residence, and those who are out of state for extended periods of time.

9) Changes in health plan design should include but not be limited to:

a) Restructuring of the prescription drug benefit design with the following goals:

i) Cost containment 

ii) Copayment schedule that more accurately reflects both the costs and the benefits of specific drugs 

iii) Consideration for those whose health conditions require the use of expensive drugs.

Comment: Pharmacy benefit design is one of the most difficult areas of employee health benefits at present because of the rapid escalation in prescription drug costs, the release of more effective but more expensive medications, and the effects of direct-to-consumer advertising.  New tier designs add a fourth or even fifth tier so as to distinguish between drugs that are highly effective but costly and those that offer convenience or lifestyle-enhancing features such as weekly dosing.

b) Requiring a copayment for UKHMO primary care physician adult office visits other than the annual preventive care visit 

Comment: The absence of any copayment for PCP visits is very unusual among UK’s benchmark institutions and would be an obvious source of revenue to offset costs in other areas.  If there is unnecessary utilization of PCPs, the copayment might help deter it.

c) Covering treatment and medication for children (to age 18) diagnosed with attention deficit disorder with or without hyperactivity; evaluate cost after one year and determine whether age limit should be lifted

d) Developing an ongoing process for consideration of plan design changes involving both the Employee Benefits Committee and the benefits office.

10) The University should negotiate with UKHMO to provide financial support for the College of Pharmacy proposal (attached) at a rate proportional to UKHMO’s utilization of Kentucky Clinic pharmacy services.  The activities enumerated in the proposal should be made available in as wide a geographic area as possible.

11) The University should continue to support the proposal of the Wellness Program (attached) in the areas of preventive service analysis, wellness initiatives, and improved member education.  

a) In addition, Wellness Program staff should work with University administrators to identify ways to encourage healthy lifestyle practices among employees and students

b) The task force supports appointment of Wellness Director ex officio to the Employee Benefits Committee

12) Customer service and management capacity should be enhanced, for example with:

a) More resources for benefits office and self-funded plan management.  Benefits office staffing and information technology have not been improved to accommodate the added burden of self-insurance.  Additional staff should be hired to provide more in-house expertise, improve timeliness and accuracy of communication, and enhance member education. 
Comment: Many of the complaints about customer service from the benefits office, including failure to return messages in a timely manner, voice mail messages indicating that the staff member was no longer taking calls, the voice mailbox was full, etc., appear to have arisen because the benefits office does not currently have the technical or human resources required for the administration of self-insured benefits.

b) Proactive monitoring by UKHMO of service capacity, timeliness, and office staff interaction with members instead of relying on members to bring problems to plan’s attention

c) Better customer information about how to contact health plans

d) Consistency, timeliness, and accuracy of response to member inquiries

Comment: The task force received many complaints about answers to employees’ questions that varied depending on who was answering the question.  This problem was most common when the question was about whether a particular doctor or hospital was part of a plan network.

e) Complete and up-to-date website materials

Comment: Perhaps because of the personnel shortage noted above, the health benefits website has not always reflected the status of benefits at the time when employees sought information.  This was a particular problem because employees were referred to the website by customer service staff for information that was not actually posted there.

f) Timely and accurate plan documents, identification cards, and other personal materials

Comment: There were a number of requests for access to full benefit documentation at open enrollment.  There were at least two important discrepancies between certificates of coverage and the benefit description in the open enrollment material for UKPPO.

g) Better employee orientation to health benefits, encouraging early selection of a primary care provider (for UKHMO members), using a variety of approaches such as on-line training and interactive kiosks as well as traditional lecture format.

h) More comprehensive information for new retirees

Comment: Recent retirees informed the task force that they were given only a one-page summary of benefits and that they would appreciate a more complete description.

i) Addition of an ombudsperson independent of the benefits office, following an administration proposal endorsed by the Employee Benefits Committee

Comment: Several people independently recommended that the University appoint a health care ombudsperson in a position like that of the academic ombudsperson.  The task force recommends that the University should develop a proposal and have it reviewed by the Employee Benefits Committee with the goal of assuring this individual’s independence from both UKHMO and the benefits office, as well as the ombudsperson’s appropriate level of authority.

13) Eligibility issues

a) The University should allow same-sex domestic partners to be covered under University health benefit plans if they meet criteria similar to those used by other universities for such coverage.  

Comment: Several of the benchmark universities provide domestic partner coverage (with the same employer contribution as for married couples), as do nearly all of the top private research institutions.  Applicants must provide documentation of the validity of their relationship, generally in the form of an affidavit.  Any employer contribution to domestic partner coverage is treated as income to the employee because the federal tax code does not recognize domestic partners.

b) The University should seriously consider making a proportional contribution to coverage for regular half-time employees.

Comment: Part-time employees are currently allowed to purchase UK health insurance but get no contribution towards the total premium cost from the University.  Most of the benchmarks make proportionate contribution to coverage for employees who work more than half-time.  The actuaries are concerned that doing so may attract employees with health problems (themselves or family) to work part-time simply to have access to group health insurance.

14) The following issues were raised during the task force’s deliberations but were felt by the task force to be in need of further investigation:

a) Access to coverage for part-time instructors.  Because of their intermittent contracts, part-time instructors never meet the eligibility requirement of employment anticipated to last six months or longer.  Most are either retired or employed full-time elsewhere, so few would be expected to need coverage through the University.  The University should explore the possibility of allowing them to enroll at their own expense in University group plans.

b) Effect of one  percentage point reduction in salary increase pool on employees ineligible for health credit.  Some 250 College of Agriculture employees receive their health benefits through the federal government under a longstanding memorandum of agreement.  They are ineligible for the University’s contribution to health coverage.  Likewise, with few exceptions, employees who work less than full time do not receive the University’s contribution.  The task force received a number of requests that such employees be spared the 1 percentage point reduction in salary increases.

c) Equalizing subsidies for under-65 retirees and Medicare-eligible retirees.  Under-65 retirees are currently eligible for UKHMO, which means that they incur lower out-of-pocket costs for many services than Medicare-eligible retirees.  Because over-65 retirees have Medicare as their primary coverage, the value of their benefit may also be lower.  This area requires additional investigation and is beyond the scope of the task force’s work.
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