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Renewal History 
Actual vs. Trend Comparison 

Medical Cost PEPM 

Trend PEPM increase: 120.5% 

Actual PEPM increase: 58.6% 
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2014 Cost Plus Performance 

*Run-out claims from 2013 were $467,300.  That can be used to estimate 
run-out for 2014 which would be added to TOTAL COSTS to mature against 
Accruals.  Do so shows the County running modestly better than accruals 
through six months.  



 Benefit & Wellness Benchmarking 



COUNTIES MEDICAL PLAN BENCHMARKING 



COUNTIES MEDICAL PLAN BENCHMARKING 



COUNTIES MEDICAL PLAN BENCHMARKING 



Metro-Chicago County Wellness Benchmark 



Cost Management Strategies 



Cost Management 

What’s in play currently? 
Wellness Screenings with high participation 
Heavy adaptation to cost effective and 

desirable managed-care arrangement with Blue 
Advantage HMO 

Contribution Strategy supports consistently high 
participation in lowest cost options 

Well executed Plan Design changes 
Cost-Share Equity (contributions) 

 



County Cost History 

2009 2010 2011 2012 2013 2014
County Cost PEPM $835.61 $901.79 $904.14 $886.48 $902.74 $880.86
 1% Annual Growth $835.61 $843.97 $852.41 $860.93 $869.54 $878.23
Trend $835.61 $908.31 $1,003.86 $1,100.23 $1,182.75 $1,259.63
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County's Share of Health Insurance Cost 



Cost Management Strategies 
Medical Advocacy Programs & 

Transparency Tools 



Advocacy & Transparency 
 Throughout this meeting and for many more to come we will 

address employee engagement and consumerism in health 
care utilization 
 

 Part of empowering participants is arming them with quality 
data from which they can take charge in making good 
decisions about healthcare 
 

 Many of these vendors share the common charter of trying to 
bring information to participants that is difficult, if possible, to 
find on their own 
 

 Many of these vendors provide personal service to answer 
questions and assist in getting appointments scheduled 



Advocacy & Transparency 
 While these vendors serve a valuable role for employers with 

established Consumer Driven HDHPs, certain employer 
characteristics diminish the value of these vendors would 
otherwise have: 
 

 High HMO participation (employees do not direct their own care) 
 Traditional PPO plan designs with relatively low deductibles and OOP 

Maxmiums 
 Groups leveraging carrier networks – most carriers do not share 

detailed pricing information rendering the Transparency tool ineffective 
in comparing actual participant cost 
 

 After months of requesting and pushing BCBS on data 
release terms that might allow the County to more   
effectively engage a firm in this space.  Alas, BCBS and 
other carriers are not sharing their “proprietary” pricing 
information.  

 

 



 A & T Vendor Comparison 

  Min. 
Eligible 

Plan Funding Employee Utilization 
Accumulator 

Data Available 

Accessibility Portals 

Cost Structure Implementation 
 Fee Avg Savings 

Negotiate 
Exclussive 
Provider 

Discounts 

Self-
Insured 

Fully 
Insured <20% 21 - 50% >50% Internet App Phone 

Castlight 1,000 √     √ √ √ √ √ PEPM 
~ $5   n/a   

Change Healthcare 5,000 √       √ √ √ √   PEPM or PMPM 
$.55 - $1.10 $40,000 2:1 ROI of fees   

Health Advocate 2 √ √         √ √ √ PEPM 
$2.25   n/a   

Healthcare Blue 
Book 500 √   √     √ √ √ √ PEPM 

$1.50 
~ 1 x monthly 

fee 

4% - 12% of medical spend  
 

Employees save ~ $1,500 per 
event. 

  

Delphi of Florida 1 √ √   √   1000+     √ PEPM  n/a 
$6.50 for every $1 spent 

Employers will see a decrease in 
overall plan costs after 2-3 yrs. 

  

Wiser Together 1 √ √   √     √ √   PEPM 
$1 $5,000 

4-9 x cost of program 
 

83% chose more effective 
solutions. 

 
86% would recommend tool. 

  

Blue Cross Blue 
Shield 250 √     √   √ √   √ PEPM 

$2.50   

~ $2,000 in savings/claim 
2:1 ROI w/reasonable participation 

$4.7 mil realized 
$8.9 mil unrealized 
$13,587,313 overall 

  

Health Engine 200 √ √         √   √ 

45% Health 
Engine/ER 

10% Employee 
Savings 

  n/a √ 



Advocacy & Transparency 
 At the moment the County’s existing plans do not align well 

with conventional vendors in this space 
 

 The County would be generally unable to compel 
participants to use the services of a vendor in this class 
given their relatively low spend given plan design 
 

 One vendor claims to go out and negotiate exclusive pricing 
arrangements through which an employer might reduce 
costs associated with services such as imaging – Health 
Engine 
 Exclusive pricing arrangements could stimulate consumerism even in 

the absence of a true HDHP plan design. 

 
 



• This is a young but growing field 
 

• At the moment more promises are being made then are 
being kept.  See East & West Aurora School Districts 
 

• Information and Education are key to enlightening 
participants.  We think much attention should be given to 
these topics as part of our overall open enrollment strategy 
 

Advocacy & Transparency 



Cost Management 

Claims and Medical Cost Management 
Worksite Wellness 
Utilization Optimization 
High Efficiency Networks 

 
Fiscal and Structural Cost Management 
Eligibility & Enrollment Management 
Consumerism Model Plan Design 
Plan Design & Funding Arrangements 

 
 



Claims and Medical Cost Management: 
 
Paid Claims represent 87% of annual 
medical benefit cost. 
 
2013 PPO Medical Claims: $8,340,194 
2012 PPO Medical Claims: $7,566,863 

 

Cost Management 



Claims and Medical Cost Management: 
 

2013 PPO Medical Claims: $8,340,194 
$3,311,057 (or 39.7%) from Large Claimants 
$1,647,661 in Pharmacy Claims 

$480,150 from Specialty Pharmacy Claims 
 
 

2012 PPO Medical Claims: $7,566,863 
$2,920,809 (or 38.6%) from Large Claimants 
$1,481,430 in Pharmacy Claims 

$288,026 from Specialty Pharmacy Claims 

 

Cost Management 



2013 Largest Claimants 

Cost Management 



WORKSITE WELLNESS 



Worksite Wellness 
 

The County offers employees (and Spouses) a 
$600 annual incentive to participate in the IHS 
Screening Program (biometric and Health Risk 
Assessment). 
 
Recent Historical Participation Rate: 
 
 

Cost Management 



Worksite Wellness 
 

2013 Results: 
 

  1,599 Total Screenings 
 

  54.7% were referred to a physician 
 
  557 (or 35%) Participants registered to share 

screening results with their doctor 
 

  15.6% are Tobacco users (17.7% in 2012) 
 

 

Cost Management 



Worksite Wellness 
 

2013 Results: 
 

Cost Management 



Worksite Wellness 
 

2013 Results: 
 

Cost Management 



Worksite Wellness 
 

2013 Results: 
 

Cost Management 



Worksite Wellness 
 

Year-over-Year Change in Results: 
 

Cost Management 



Worksite Wellness 
 

What do the results mean? 
 

Great Participation with solid improvements 
from a significant number of 
employees/spouses 
 

Moderate Risk reduced while High Risk is flat 
 

Number of Smokers reduced 
 

About 1/3 of participants shared their results 
with their doctor. 

Cost Management 



Worksite Wellness 
 

What do the results mean? 
 

2/3 of participants not enrolled in program to 
send report to their physician 
 

Many participants ignored goal to improve, 
regressed or were aware of a condition but 
seemingly did not act to manage the condition 
 

No reduction in number of high risk participants 
 

Average IHI Score unchanged and above IHS 
client average 

Cost Management 



Worksite Wellness 
 

Goals to Enhance Performance: 
Results/Compliance Based Wellness 

 Participant would need to achieve their IHS goal for health 
improvement in order to receive the full $600 incentive. 
 

Tiered Contributions incentive $300/year to 
participate and $300/year if goals met 
 

Hybrid Contribution setup could allow compliant 
participants pay less and non-compliant participants 
pay more (as a percentage of total cost). 
 

 Compliant Participants Receive extra $10/month 
 Non-Compliant Participants pay extra $20/month 

 
 

 

Cost Management 



Worksite Wellness 
 

Potential Savings from Changes: 
 

Near Term (Years 1-2) 
 - 2% to - 3% of health insurance budget with 10% reduction in 

large claims 
 

Long Term (Years 3 and beyond) 
 IHS estimates well over $1M in annual avoidable medical cost 

 
 

 

Cost Management 



UTILIZATION OPTIMIZATION 



Utilization Optimization 
 
 A process where plan design, 
incentives and patient behavior are aligned to 
promote accountability, quality outcomes and 
cost efficiency.  

Cost Management 



Utilization Optimization 
 

 A consumer-driven (HDHP) plan design is a good step toward 
optimizing the manner in which participants use the plan 

 
 Union contracts exist for three more years which create challenges in 

making a dramatic move away from our traditional PPO plan design 
 

 Need to identify soft-plan design changes that do not change the 
economics for participants but promote optimal utilization 
 

Cost Management 



Utilization Optimization 
 

 With little ability to modify the existing PPO plan design to one that 
promotes consumerism, the County should identify a comprehensive 
plan to install an HDHP in replacement of the existing PPO to occur 
over time and with ample EE education and buy-in 
 

 The County should look for meaningful ways to promote consumerism 
or plan optimization within the constraints of union agreements 

Cost Management 



Utilization Optimization 
 

 Blue Value Advisor (BVA) 
 Integrated online and phone-based solution offered as buy-up service 

from BCBS that gives plan participants someone to speak with to 
discuss questions about procedures, identify lowest cost 
provider/facility and identify the cost to participant given their deductible 
satisfaction progress.  With BVA participants receive: 

• Provider specific cost & quality info on common procedures 
• Clinical educational support 
• Coordination of referrals 
• Appointment scheduling 

 
 Cost is roughly $2.50 - $3.00 PEPM or $16,000 per year. 

 
 Deploy grass-roots education campaign during open enrollment to 

promote the utilization of this service. 

 

Cost Management 



Utilization Optimization 
 

 Blue Value Advisor (BVA) Savings Opportunity: 
 

Cost Management 



Utilization Optimization 
 

 Blue Distinction Centers 
 Originally a designation given to facilities with highly rated outcomes, 

now includes price savings as well for center major disease/procedure 
categories. 
 

 Plan design can be customized with three-tier coinsurance to increase 
participation and increase savings 
 

 Deploy grass-roots education campaign during open enrollment to 
promote the utilization of this service. 
 

 

Cost Management 



Utilization Optimization 
 

 Blue Distinction Centers (BDC) Potential Savings: 
 
 

Cost Management 



Utilization Optimization 
 

 Reference-Based Pricing 
 County Decides on a Percentile Referenced Based Price (RBP) 

 
 Coverage is tiered so that benefit to EE can be 100% if the employee 

“shops” on the BCBS pricing tool.   
 

 If employee chooses not to “shop” coverage level is the same as In-
Network but EE can be “balanced billed” the difference between the 
RBP and the actual claim cost. 
 

 Aimed specifically at Imaging services such as MRIs and CT Scans 
 

 

Cost Management 



Reference-Based Pricing Example 



Utilization Optimization 
 

 Referenced-Based Pricing Saving Opportunity 
 
 

Cost Management 



PHARMACY OPPORTUNITIES 



Utilization Optimization 
 

 Pharmacy Opportunities 
 
 Utilization Management/Review 

 
 Step Therapy 

 
 Generic Penetration 

 
 Mail-Order Penetration 

 
 Specialty Pharmacy Requirements 

Cost Management 



• The goal is to ensure the delivery of timely, safe, and appropriate 
pharmaceutical care in the most efficient and cost-effective 
manner 
 

• The Standard Pharmacy UM Service includes a review of: 
 

• Existing utilization patterns 
• Evidence-based medicine 
• Potential for fraud, waste and abuse 
• Emerging market demands 
• Targeted mailing is sent to impacted members for the PA 

program 
• Members with a recent fill of the drugs included in the ST 

program are grandfathered and not impacted by the 

program 

 Utilization Management/Review 

Pharmacy Opportunities 

Cost Management 



Pharmacy Opportunities 
 
 Utilization Management/Review 

 
 

 

Cost Management 



Pharmacy Utilization Management Savings Opportunities: 

Cost Management 



 Generic Penetration 
 

 
 Generic Medications are roughly 10% of the cost of Brand 

Name Drugs. 
 

 The Current $10/$40/$60 Copay Structure should provide 
enough incentive for participants to request generic 
prescriptions except as a last resort. 
 

 Count Average Cost for Generic Medication is: $31.59 
 County Average Cost for Brand Name Medication is: $351.66 

Pharmacy Opportunities 

Cost Management 



 Generic Penetration 
 
 Benchmark is 80.5% 

Pharmacy Opportunities 

Cost Management 



 Generic Penetration: PPO 

Pharmacy Opportunities 

 Based on Average cost, participants pay 30% of 
the cost of a Generic drug and between 11% and 
17% for Brand-named drugs. 

 
 Through an effective communication campaign 

during open enrollment and perhaps future 
changes to the Brand and Non-preferred Brand 
Copays the County should strive to increase 
Generic utilization by 2% per year until at 
benchmark. 

 
 Moving from 76.1% to 78.1% Generic Penetration 

would reduce the Annual Rx Spend by: $120,357 

Cost Management 



Pharmacy Opportunities 

 Much attention shift away from Mail-Order in favor 
of strategies aimed at increase in generic Rx 
utilization 

 
 Mail-Order is starting to reenter the picture as 

valuable cost containment tool. 
 

 Discount for Mail Order is higher than Discount for 
Retail. 
 

 Enhanced Benefit of only 2X Copay for 3-month 
supply limits potential benefit to self-funded 
employers. 
 

 Mail-Order Penetration 

Cost Management 



Pharmacy Opportunities 

 Mandatory Mail-Order for maintenance 
medications can be unpopular at first but once the 
benefit matures most users grow to appreciate it. 
 

 Shifting Away from 2X Copay to 3X Copay 
 

 6.5% increase in Rx Discount for mail-order in 
HMO results in potential savings of $36,000 
 

 8.5% increase in Rx Discount for mail-order in 
PPO results in potential savings of $48,000 
 

 Mail-Order Penetration Savings Possibility 

Cost Management 



High Efficiency Network 
 

 Blue Choice PPO (January 1, 2015 or 1st Quarter 2015) 

 Starting 1/1/2015 BCBS will allow groups to offer two PPO networks 
within a single plan 
 

 Large PPO would still be available but if employee opts to use providers 
and/or facilities in the smaller Blue Choice PPO there can be up to a 
12% savings in claim cost 
 

 Tiered Plan design can be created to promote utilization of Blue Choice 
 For example:  Coverage at Blue Choice is 80%, Coverage in broader PPO is at 70% and 

coverage out-of-network is at 60% 
 

 Analysis shows average access to existing providers/facilities 
 

 If Launch is delayed until after 1/1/2015 Kane could make a mid-plan 
year change to incorporate the added network. 

 

Cost Management 



Utilization Optimization 
 

 High Efficiency Network – Savings Potential (In-Patient) 

Cost Management 



Utilization Optimization 
 

 High Efficiency Network – Savings Potential (Out-Patient) 

Cost Management 



Utilization Optimization 
 

 High Efficiency Network – Savings Potential (Professional) 

Cost Management 



Utilization Optimization 
 

 High Efficiency Network – Savings Potential (Total) 
 

Cost Management 



Fiscal / Structural Cost Management 



Enrollment Management 
Dependent Audit 

 
Working Spouse Provision 

 
Retirees to Marketplace 



Dependent Audit 
• Full-scale audit process to ensure that only 

eligible dependents are covered on the 
County health plan. 

• Eligible dependents include: 
– Spouse (or civil union) 
– Dependent children up to age 26 
– Disabled children over the age of 26 
– Eligible military children up to age 30 

 



Dependent Audit 
• Over a 10-12 week period, a third-party 

vendor sends 2-3 rounds of communication 
to employees with covered dependents 
requesting proof of dependency 

• Documents can be mailed, fax, or 
uploaded to a secure website (if offered) 

• Employees and county are notified of 
approval status 



Dependent Audit 
• Estimated ineligible dependents removed 

from the plan during an audit: 3-8% 
• Current dependents on the plan: 1,628 
• Average annual cost per member: $3,000 
• Potential savings: $0 - $390,000  

        (0-2.6% of premium) 
• Audit cost range: $16,000 - $19,000 



Consumerism Model Plan 
 



HDHP (Consumer Driven Health Plan) 

Consumer Driven HDHP is a medical insurance arrangement that 
pairs a high deductible PPO health plan (with no first $ coverage) to a 
Health Savings Account.  
 
For years the healthcare inflation factor for these plans was lower than 
that of traditional plan designs.  Technically, that is not true this year as 
Trend for HDHPs is roughly 7.2% where as traditional PPO plans are 
closer to 6.2%. 
 
12.8 million people were enrolled in HSA at the beginning of 2014.  A 
33% increase from 2014. 
 
Illinois ranks 2nd in the country for HSA enrollment at roughly 1 million 
enrolled. 
 



HDHP (Consumer Driven Health Plan) 

These plans strongly compel participants to become much more 
active and engaged in their health care decisions. 
 
The first $ being spent are the participant’s giving them extra incentive 
to consider the cost of a particular procedure and research the best 
and lowest cost option. 
 
Given the County’s strong desire to innovate, manage health 
insurance related costs and maintain its lead over other municipal 
authorities, you should strongly consider adding an HDHP. 
 
While union agreements may prevent a full shift to an HDHP in one 
year, now is the time to introduce it, to conduct educational sessions 
and begin promoting the benefits of this type of plan. 
 
Smart user can turn this option into a profit center by accumulating 
HSA dollars provided by the employer. 



HDHP (Consumer Driven Health Plan) 



HDHP (Consumer Driven Health Plan) 



Cost/Trend Plan Design Management 
 



PPO 
  Current 2015 2016 

Deductible (Individual/Family)       
     In-Network $750/$2,250 $1,000/$3,000 $1,000/$3,000 
     Out-of-Network $1,500/$4,500 $2,000/$6,000 $2,000/$6,000 

Savings   -1.25% / -$88,580 0.00% / $0 
Out of Pocket 
(Individual/Family) 

INCLUDES 
DEDUCTIBLE 

INCLUDES 
DEDUCTIBLE 

INCLUDES 
DEDUCTIBLE 

     In-Network $2,750/$8,250 $3,000/$9,000 $3,000/$9,000 
     Out-of-Network $5,500/$14,250 $6,000/$15,750 $6,000/$15,750 

Savings   0.00% / $0 0.00% / $0 
Physician Office Visits       
     Primary Care $30 co-pay $40 co-pay $40 co-pay 
     Specialist $50 co-pay $60 co-pay $60 co-pay 

Savings   -0.50% / -$35,432 0.00% / $0 
Emergency Room       
  $250 copay $300 copay $300 copay 

Savings   -0.15% / $10,630 0.00% / $0 
Prescription Drug        
     Generic $10  $10  $10  
     Formulary Brand $40  $40  $40  
     Non-Formulary Brand $60  $60  $60  
     Specialty n/a n/a 25% 

Savings   0.00% / $0 -0.75% / $53,148 

Cost/Trend Plan Design Management 
 



Cost/Trend Plan Design Management 
 



Summary of Cost Management 
Opportunities 



Cost Management Opportunities 



Questions & Answers 
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