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DR FRANK B BROUILLET Superintendent of Public Instruction

TO: Members of the Washington State Legislature
FROM: Dr. Frank B. Brouillet

RE: A Report. on Contrnlling School Employee Health Care Costs

In 1986 the legislature passed ESHB 2021, an act relating to managed health
care. BAmong the provisions of this act, a number of state agencies were
directed to work with the Office of Tinancial Management in the study of
health care cost containment policies. Section 12, Chapter 303, Laws of 1986
directed the Superintendent of Public Instruction to complete a study for
school employees. The following is therefore submitted as reguired.

For additional copies of this report or further inforraticn, please contact:

Judy Hartmann

Administrative Assistant for Govermnmental Liaison
01d Capitol Building, FG-11

Olympia, WA 98504

(206) 586-6906, SCAN 321-6906
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INTRODUCTION

This report is submitted pursuant to Section 12, Chapter 303, Laws of

1986, which states:

Not later than January 1, 1988, the superintendent of

public instruction shall report to the legislature on

proposed methods of controlling school employee health

care cos*s....
The report is confined to employer (i.e., school district) costs to provide
health care coverage for approximately 80,000 individual employees in
the state's 296 school districts. There are other school health costs
which could be included in a review of health care costs, among which
are the following: health instruction, the screening of all 760,000 students
for up-to-date immunizaticns, scoliosis testing, instruction in physical
education, nutrition related to the school food service program, and student
health services (e.g., school nurses, counselors, physical therapists,
etc.). Determining costs of these types of activities would be difficult.

Since earlier efforts have concentrated on employee health care costs,

this report is similarly targeted.

Concern for containing health care costs dates back at least twenty years,
but the issue of health care cost containment hit its stride within the

last ten years. The 1969 Legislature created a state employees' insurance
and health care advisory committee to study the provision bf adequate

health care with concern for the welfare of both the employees and the
state. In the early 1980s, numerous publications and articles in journals,
magazines and newspapers gave wide coverage to the topic. Two state reports

provide good background information on this topic. The Final Report on

the Six-Year State Health Care Purchasing Plan was prepared in December

1984 by the Governor's Steering Committee on the Six-Year Health Care
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Purchasing Plan. Health Care Cost Containment: A Background Paper was

prepared in January 1984 by the House of Representatives, Office of Program

Research.

Containment strategies can be divided into four types. One type impacts
providers and the manner in which they are organized to provide services.
The fellowing are examples: health maintenance organizations, preferred
providers, self insuring of plans, maximizing out-of-hospital services,
hospital specializing, free standing clinics, tighter licensing requirements

for health care practitioners, designating approved providers, etc.

The second type of strategy impacts the benefits themselves: utilization
review, second opinion on surgery, coverage exclusions or ceilings on
service, claims audits, coordination of benefits where more than one family
member carries insurance, administered price systems, fixed reimbursement
rates for specific services or treatment, use of generic drugs, mail order

prescriptions, catastrophic coverage, etc.

The third type of strategy impacts those who seek services and treatment.
Included ir this group are advent or expansion of deductibles and/or co-
payments, wellness programs, comprehensive employee information programs,
employee assistance programs (e.g., alcohol or drug rehabiliation), routine
employee health screening, employer provision of facilities for exercise,
consumer information regarding types and costs of various health coverages,
incentive programs designed to encourage only necessary use of services,

etc.

And, the fourth type of strategy relates to the system as a whole. For
example, employers have formed h.alth care coalitions to share information

on the changing world of health care, costs, quality, trends, etc. Also
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included in this category is the recommended formation of a health care

data base on local, regional, state and national levels.

The containment strategies listed above are representative of efforts
in the area, but are not all-inclusive. Some of them have been in operation

for years. Others are recent developments.

RISING HEALTH CARE COST

In spite of widespread recognition of the rising cost of health care and
innovative attempts to stop or curb the rate of increase, the upward trend
continues. In the five-year period from December 1981 until December
1986, for example, the consumer price index rose 17.6 percent. During
that same period, the medical cost index rose 44 percent and the cost

of prescription drugs rose 59 percent.

Another way to portray the medical cost increase is as a percentage of
the gross national product (GNP). In the 1950s, it was 4 percent of the
GHP; today it is about 11 percent of the GNP. There are predictions that

it will rise to 14 or 15 percent of the GNP by the end of the next decade.

According to Dr. Uwe Reinhardt, James Madison Professor of Political Economy
at Princeton University, inflation in health care really took off after
1980. The percentage of the GNP spent on health care between 1975 and

1980 rose only 9.6 percent compared with a 16.5 percent increase between

1980 and 1985, measured in constant dollars.

Here are a few quotes from recent articles on the continuing rise in costs:

"...claims costs since 1985 have been climbing faster
than insurance rates. The gap...widened significantly
at the end of last year and seems to be getting bigger
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as efforts to hold down medical costs have run out of
steam."

Wall Street Journal, May 15, 1987

"By the year 2000, we'11 probably be devoting 14 to 15
percent of GNP to health care. Physicians will still be
the central decision-makers in health-care spending, and
will still be very well off. I hope that at least one
of my chiidren will be among them."

Dr. Uwe E. Rinhart

“The Real Numbers Don't Add Up to
Health-Cost Savings"

Medical Economics, August 24, 1987

"Health care has become one of the powerhouses of the
American service economy. Confounding all efforts at
cost containment, spending on health has passed $500-
billion for the first time this year and is expected to
reach 11.4 percent of the gross national product."”

New York Times, September 8, 1987

"Health care inflation has proved as stubborn as the
common cold. Despite touted remedies and precautions,
it strikes every year and no cure is in sight."

Wall Street Journal, September 29, 1987

“The nation spent 10.9 percent of the gross national
product on health last year, up from 8.5 percent in
1976. CLCespite Federal efforts to control costs, Dr.
Roper (Head of Federal Health Care Financing Administra-
tion) predicted, 'We are going to be spending more of
our gross national product on health.'"

New York Times, November 23, 1987

There are several reasons advanced for the increasing cost of health care,

among which are the following:

* General inflation on goods and services

* More people insured and broader coverage offered
(e.g., mental health, changing legal requirements)

* Aging population

* More aware and more demanding consumers
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New technology: equipment and medicines, e.g., organ
transplants and related anti-rejection drugs, CAT
scanners, magnetic resonance imagers, lithotripters

Labor shortage in general and nursing shortage,
specifically

Cost shifting caused by treatment of the indigent

Changing practices of hospitals and physicians (bill-
ing practices, number of treatments prescribed)

New treatments for Alzheimer's disease and acquired
immune deficiency syndrome (AIDS)

Malpractice insurance costs

Increased use of medical tests as precautionary measures
for potential malpractice claims (defensive medicine)

An increasingly litigious society

* Decentralized delivery system with many smal! or inde-
pendent providers (inefficiencies)

¥ Impact of medical costs being paid by third parties,

i.e., insurance companies, health care organizations and

governments. (Individuals therefore do not feel the

impact of rising costs on a day-to-day basis.)
None of the above should be singled out, but each contributes to rising
health care cost. Some have direct impact on costs while others have
indirect impact. Some experts argue that new developments in medicine
will have a salutary impact on costs in the long run, while other observers
say that these advancements will contribute to higher survival rates which,
in turn, will increase the demand for other types of treatments. At any

rate, a review of the list of causes indicates the breadth, complexity

and depth of this situation.

STATE LAW GOVERNING SCHOOL DISTRICT INSURANCE BENEFITS

School districts are municipal corporations and therefore have only those
powers expressly granted by the legislature or those powers which are

necessary in order to carry out the expressly granted powers. There are

8
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several sections of law which govern the provision of health care for
employees of school districts. Health insurance for common school employees
is authorized in RCW 28A.58.420:

(1) The board of directors of any of the state's school
districts may make available...health, health care...insur-
ance...for...employees of the school district, and their
dependents. Such coverage may be provided by contracts
with private carriers, self-insurance, or self-funding
pursuant to chapter 48.62 RCW, or in any other manner pro-
vided by law. (2) Whenever funds shall be available for
these purposes, the board of directors may contribute all
or a part of the cost of such protection or insurance for
the employees of their respective districts and their
dependents. ...Al11 contracts for insurance...written to
take advantage of the provisions of this section shall
provide that the beneficiaries of such contracts may
utilize on an equal participation basis the services of
those practitioners licensed pursuant to chapters 18.22,
18.25, 18.53, 18.57 and 18.71 RCH.

The equal participation basis practitioners referenced in the above cite

are podiatrists, chiropracters, optometrists, osteopaths, and physicians.

Self-funded plans are authorized in RCW 48.62.035 which states as follows:
School districts and educational service districts may
either individually or in combination with other such
districts, self-fund their employees'...health benefit
plans if...the plan is fully covered by an excess loss
insurance policy... Self-funded plans shall also comply
with the mandatory coverage provisions of chapter 48.44
RCW.
Among mandatory coverage treatments or services in self-funded nlans are

the following:

Alcoholism/chemical dependency

Podiatrists

Continuing coverage into adulthood for disabled dependents
Registered nurses

Chiropractors

Care for newborn infants and congenital abnormalities from
moment of birth
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Reconstructive breast surgery and single breast reduction
Continuous cover ige for former family members
Non-termination for change in health status of covered person

Parity of reimbursement for the same health care services
provided by appropriately licensed practitioners

Optional coverage for home health care, hospice care, and
supplemental mental health treatment for insured and dependents

Conversion rights upon termination of group coverage

In addition, PCW 48.46.180 requires that "state government or any political
subdivision thereof, which offers its employees a health benefits plan,
shall make available to and inform its employees or members of the option
to enroll in at least one health maintenance organization which provides

health care services in the geographic areas in which the employees reside."

RCW 41.04.020 permits school districts to authorize deductions from employee
salaries or wages for payment or contribution to "a person, firm or corpora-
tion administering, furnishing, or providing...medical, surgical and hospital

care or either of them..." if the school board approves of it and such
approved authorization is filed with the county auditor or the person
authorized by law to draw warrants against school district funds. The
cost of any such group policy or plan is not to be considered as additional

compensation to the employees (RCW 41.04.190).

School districts are also authorized to make deductions from employee
salary or wages for capitation payments to any duly authorized health
maintenance organization (RCW 48.46.180). A capitation payment is a fixed

amount per capita for an agreed upon set of health services.

While school districts are authorized to use the services of the state's

Division of General Administration to procure health benefit programs

10
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(RCW 41.04.220), they are not authorized to participate in any of the
programs or plans offered by the State Employees' Insurance Board (RCW
41.04.205). No school districts are currently using the General Adminis-

tration option.

Another important variable in the consideration of school employee health
care is the certificated and classified employees' authority to bargain

for such benefits. Certificated employees are those with professional
certificates including teachers, counselors, principals, etc. Classified
employees include secretaries, custodians, bus drivers, cooks, accountants,

data processors, etc.

Classified employees' bargaining is governed by Chapter 41.56 RCW and
certificated employees' bargaining is governed by Chapter 41.59 RCW.
Classified employees' scope of bargaining includes “personnel matters,
including wages, hours and working conditions,...” (RCW 41.56.030(4)}.

In addition, RCW 41.56.950 states, "Whenever a collective bargaining agree-
ment...is concluded after the termination date o tne previous collective
bargaining agreement...all benefits included in the new...agreement including
wage increases may accrue beginning with such effective date as established

by this section.”

Certificated employees scope of bargining inciudes "...wages, hours, and
terms and conditions of employment..." (RCW 41.59.020(2)). In addition,

RCW 41.59.790 includes the following language:

(1) Whenever a collective bargaining agreement...is con-
cluded after the termination date of the previous collective
bargaining agreement...all benefits included in the new
collective bargaining agreement, including wage or salary
increases, may accrue beginning with such effective date

as established by this subsection, and may also accrue
beginning with the effective date of any individual
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employee contracts affected thereby. (2) Any collective
bargaining agreement may provide for the increase of any
wages, salaries and other benefits during the term of
such agreement or the term of any individual employee
contracts concerned, in the event that employer receives
by increased appropriation or from other sources, addi-
tional moneys for such purposes.

Employer provision of insurance benefits, including health benefits, has

historically been included in the scope of bargaining.

As was mentione' earlier in this report, school districts are municipal
corporations and therefore not state agencies. Local school districts
are individual employers--296 of them--covering the entire state. Among
those districts are hundreds of bargaining agreements, some for certifi-
cated employees and others for classified employees. The three largest
school districts alone nave over 50 different bargaining agreements with

various groups of their employees.

ROLE OF SUPERINTENDENT OF PUBLIC INSTRUCTION (SPI)

The State Constitution designates the superintendent of public instruction

as one of the state's elected officials, and states that the superintendent

"...shall have supervision over all matters pertaining to public schools..."

This has not been interpreted to authorize the superintendent of piblic

instruction to operate school districts on a day-tc-day basis.

According to our State Supreme Court, the term "supervision” in the Consti-

tution means more than "to advise" tut less than "to control." Pursvant
to law, the superintendent may require school districts to formulate their

own policies on certain matters, but the superintendent should stop short

of prescribing specifics (unless required to do so by statute) or of opera-

ting local school districts under normal circumstances.

12
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School districts are creatures of the legislature, and the delivery of
education is a responsibility shared by the state and local school districts.
General standards are promulgated by the superintendent of public instruction
pursuant to law and school districts have received a broad delegation
of authority from the legislature to operate the schools. The superintendent
of public instruction has steadfastly supported the sharing of responsibility

and the maintenance of maximum local control of schools.

Nonetheless, state law relating to the schools has become more detailed
and prescriptive in recent years. An example is the limitation on salary
and benefits districts may pay their employees. Nowhere in existing law
or past law, however, has the superintendent of public instruction been
given the authority to aefine health care, regulate health benefits them-
selves, or supervise the health care providers or the insurance industry.
The superintendent of public instruction has had the responsibility for
making budget requests to the governor and legislature, to promulgate
rules and apportion and distribute state funds, and to develop school
district budget and financial reporting standards and forms (a shared

responsibility with the state auditor), among many other duties.

LEGISLATIVELY AUTHORIZED BENEFiT LEVELS

As early as 1969. the legislature earmarked an appropriation to the public
schools for the purpose of funding employee health benefits (Chapter 282,
Laws of 1969, 1st Extraordinary Session). At that time, the employer
contribution for health benefits was statutorily Timited to a maximum

of $10 per month per employee. During the 1969-70 school year, the appro-
priation was sufficient for the state to allocate $6 per month per employee

to school districts.

13
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Since that initial action, the state appropriation for school employee

health benefits has been broadened to cover insurance benefits. Concur-

rently, the amounts appropriated and the authorized rates per month per
employee have increased. More specifically, in 1971, the maximum monthly
rate was increased from $10 to $15. 1In 1973, it was increased to $20.
See Appendix 1 for a recent history of legislatively authorized rates.

In 1975, allowable coverage was expanded from health benefit to the more

general insurance benefits.

Prior to 1972. school employees and state employees generally received
different treatment from the legislature in the areas of salaries and
benefits. Since 1979, however, the appropriated benefit rate for school
employees has been identical to that of state employees. At the present
time, the school district appropriation for insurance benefits authorizes
a rate of $167 per month per fuil-time equivalent employee. That same

rate is authorized for state employees.

School districts differ in several respects from the state in the manner

in which they are authorized to compensate employees. In addition to

the authority granted to school employees to bargain for salaries and
berefits, the legislature imposed controls on such payments. The salary
and benefit controls first were imposed on schcol districts in the 1981-82
school year. During the prior year some school districts were contributing
substantially more than $167 per month for health benefits. Since the
controls applied only to increases granted, those higher paying districts

have been allowed to continue the higher contribution rate to the present.

Legislative treatment of school employees' salaries and benefits has departed

from that of state employees in at least three other respects. In 1984,

14
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the legislature permitted school districts to pay employees at the maximum
average rate of $179 per month for insurance benefits, which was $12 per
month more than the $167 authorized for state employees and funded for
school districts in the appropriations act (Section 505(7)(d) of Chapter
285, Laws of 1984). The additional $12 per wonth was to ~ome from local

school district funds.

Districts which were not already paying above $167 per month, and some
districts which were paying at $167 per month or below, exercised the
option to pay up to $179 per month. Districts that did not take advantage
of the increase to $179 during the 1984-85 school year were not authorized
subsequently to increase their insurance benefit level above the greater
of their 1984-85 actual level or $167 per month. To the present day,

this set of districts is still limited to $167 per month. Salary and
benefit limitations for the 1987-88 school year apply only to certificated
instructional staff. They no longer apply to certificated administrators

or classified employees.

The second departure--an allowed trade-off between authorized salary and
benefit increases--was contained in the salary limitation laws first enacted
in 1981 to control salaries and benefits paid by school districts to their

employees. The 1981 aprropriations act contained the following language:

Insurance benefit increases granted employees shall
constitute a portion of the salary increase...whenever
a district's contribution to employee insurance bene-
fits will exceed, by virtue of increases provided in
1981-82 or 1982-83, $121 per full time equivalent staff
unit in 1981-82 and $137 per full time equivalent staff
unit in 1982-83.

Section 92(7)(b) of Chapter 340,
Laws of 1981

Paralleling that appropriations act language was the following provision

ERIC 15
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in substantive law:

Increases in school district employee fringe benefit con-
tributions by school districts shall be included for
purposes of determining salary and compensation increases
...if contributions to fringe bene’its provided by a dis-
trict or, by virtue of the increase, will exceed the amount
provided for fringe benefits in the state operating appro-
priations act in effect at the time the compensation is
payable.

Section 2 of Chapter 1€, Laws of 1981
codified as RCW 28A.58.095

RCW 28A.58.095 was repealed by the 1987 Legislature, but a variation on

the above theme exists today:

Fringe benefit contributions for basic education certifi-
cated instructional staff shall be included as salary...

to the extent that the districi's actual average benefit
contribution exceeds the greater of: (i) the formuia amount
for insurance benefits...; or (ii) the actual average amount
provided by the school district in the 1986-87 school year
...fringe benefits shall not include payment for unused sick
leave..., or employer contributions for old age survivors
insurance, workers' compensation, unemployment compensation,
and retirement benefits...

Subsection 3(a) of Section 205 of
Chapter 2, Laws of 1987, 1st Ex. Sess.
codified as RCW 28A.58.0951

This allowance of a salary-Lenefit trade-off has provided more flexibility

to school employees than is available to state employees i deciding upon

the extent of health coverage and other insurance benefits.

The third departure was authorizcd in the 1987 legislative session. School
districts are now authorized to exc.2d certificated instructional staff

salary and benefis limitations by separate contract for additional time,

additional responsibilities or incentives. Such separate contracts are
called supplemental contracts, provisions of which are bargainable (RCW

28A.58.0951(4)).
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EMPLVYEE BENEFIT DATA

The Superintendent of Public Instruction does not receive any data from
school districts specifically related to employee health care expenditures.

The: Accounting Manual for School Districts in Washington State and corre-

sponding standardized school budget and financial reporting forms provide
for reporting of the overall expenditures for employee benefits as a single
object of expenditure. This has been the case since the 1967-68 school
year. Included in this object of expenditure are both certificated and
classified employee benefit expenditures in the following two general

categories: (1) mandatorv benefits including employer retirement contribu-

tions, old age and survivors insurance, employer contributions for workmen's
compensation (industrial insurance, medical aid and supplemental pension)

and unemployment compensation; ana (2) permissive benefits (also referred

to as insurance benefits) including health, health care, hospitalization,
dental care, vision care, salary protection, 1ife insurance, accidental
death and dismemberment insurance, disability insurance, cancer insurance,
cafeteria plans, contributions to variable employee benefit association

(VEBA) plans, etc.

In 1986-87, on a statewide basis, the average full-time certificated school
employee received an employer contribution toward insurance benefits of
about $175 per month. Because districts have local flexibility within

the Timitations described earlier, the average amount individual school
districts contributed to certificated employees' insurance benefit plans
in 1986-87 ranged from a high of $234 per month per full-time equivalent
employee to a low of $103. Eighty-eight districts paid under $167 per
month, sixty paid $167 per month and 149 districts paid over $167 per

month on average. Within districts, insurance benefit amounts vary among

ry




..'I 5..

employees and employee groups. Unlike state employees who never see employer
paid benefit dollars on their payroll stubs or choose how much of the
authorized benefit level to use, school employees have individual choice

of how much of their benefits to use, and the amounts and providers or

insurers are indicated on their individual payroll stubs.

In 1986-87, on a statewide basis, the average school district classified
employee received an employer contribution toward insurance benefits of
about $156 per month. The monthly average contribution rate for classified
employees in individual school districts ranged from a high of $215 to

a low of $34 per month. Two very small districts, each with less than

one full-time classified employee, reported no monthly benefit contribution.
For that year, 56 districts paid over $167 per month per classified employee,

12 districts paid $167 and 229 districts paid less than $167 on average.

The annual school personnel reporting system (Forms S$-275 and $-277) provides
an item in which the school districts report the mandatory fringe benefit
contributions for each employee and a separate item in which is reported

the permissive or insurance benefit contribution for each employee. This
report does not provide for reporting a separate amount contributed by

the district specifically for health care coverage.

Using the available data, the financial magnitude and expenditure trends
for employee benefits in the public schools, in general, can be seen by
looking at Appendix 2. Even with the shift of the employer contribution

to the Teachers' Retirement System from the state to local school districts
beginning in the 1986-87 school year, the proportion of expenditures for

benefits has remained reasonably constant.

While it is not possible at the state level to isolate exact cost breakdowns

18
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among specific types of benefits, estimates can be made. Mandatory benefits
comprised about two-thirds of the benefit expenditures based on 1986-87

school district budget estimates and annual personnel report data. If

one assumes that most but not all of the permissiée benefit expenditures

are spent for health care, employer health care costs for schools approximated
one-third of the benefit expenditures or about 5 percent of all operating
expenditures in 1986-87. These health care casts are employer costs only

and do not include any additional premium payments made by employees in

some districts.

A study of school district group insurance programs was comnieted in 1980

by William M. Mercer, Inc. for the State Employees' Insurance Board pursuant
to Section 24(4) of Chapter 270, Laws of 1979, 1st Extraordinary Session.
The 1979 Legislature appropriated $38,000 for the study. Mercer found

there were thirty-two carriers providing medical coverage to approximately
69,200 school district employees. At that time, the percent of employees

covered by the major providers was as follows:

Blue Cross 45.8%
13 county medical plans 32.2%

5 health maintenance organizations 19.0%
11 insurance companies 2.9%

The Mercer report contained extensive comparisons between school district
group insurance programs and their costs, and those offered state employees
through the State Employees' Insurance Board. Comparable data have not

been collected since that study was performed.

CURRENT SITUATION

Among the major health care providers in school districts today are Blue
Cross, Washington Dental Service, Group Health Cooperative, other health

maintenance organizations, the thirteen county medical plans (10 affiliated

19
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with Blue Shield), and the Employee Benefits Cooperative (sponsored by
Educational Service District No. 101 and coordinated throughout the state

by the eight other educational service districts).

During the last few years, these health care providers have incorporated
various cost containment measures. Appendix 3 pre=ents a brief outline
of changes in the Blue Cross program offered to school district employees
through the Washington Education Association (WEA). Appendix 4 presents
a brief outline of similar changes made in the £SD 101 Employee Benefits
Cooperative since its incepticn. Appendix 5 contains a brief outline

of current plans offered by the Employee Benefits Cooperative and corre-

sponding plan costs.

As in the state employees' insurance plans and many of those across the
country, costs have increased. Education employees' coscs have increased
as well. According to information provided to the Washington Education
Association Board of Directors in May 1987, their Blue Cross traditional
health care plan increased its rate 20 percent over the prior year and
reduced some of the benefits. WEA's Blue Cross Preferred Provider Plan
increased its rate for 1987-88 by 32.8 percent and reduced some benefits.
The WEA Retiree Under 65 Plan rate increased 14.4 percent and the Retiree
Over 65 Plan rose 10 percent, both with some benefit recuctions. The

WEA Dental Plan rate increase was 6 percent with an additional 5 percent
taken from the rate stabilization fund with no benefit changes. The WEA
vision plan contemplates neither rate nor benefit changes for 1987-88.
The WEA plans have not been singled out for a particular reason. These
plans cover the largest number of school district employees in the state

and the data were in readily available form.
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Since there are so many variables and changes in plans and coverages from
year to year, comparisons among providers and plans are difficult to make.
See Appendix 6 for a representative school district's health care options
and employer contributions for the 1987-88 school year. This is provided

to indicate the current rates among plans available in a typical school

district. Of course, comparisons among rates are meaningless without

a detailed knowledge of the corresponding benefits, deductibles, etc.

Health care premiums for federal employees are also rising. According

to the September 21, 1987 issue of Business Insurance, the nation's largest

group health insurance program (in excess of 9 million participants) will
experience an average cost increase of 32 percent. The increases are
attributed to sharp increases in health care costs and health care utilization.
Next year there will be 488 health care plans available to federal employees.
Plans sponsored by Blue Cross/Blue Shield, which cover about 3 million

federal employees and dependents, will experience premium increases ranging

between 40 percent and 60 percent.

It is apparent that the issue of health are cost containment is complicated,
is of national scope and is a continuing concern. Health ~ire costs have
been 1ikened tn the proverbial balloon which, when squeezed in one place,
pops out in another. Obviously it is not limited to Washington's school
employees who comprise about 3 percent of the state's adult population

and about 30 percent of state and local public employees. The following

recommendations are made recognizing that (1) many of the forces at work

are beyond the state's control, (2) this topic is highly technical, and

(3) the agency's background in this area and resources under the current

structure are very limited.




RECO¥- DATIONS
*FE.stablish an ¢ffice of health care benefits in SPI with the following

duties at & minimun:

Develop uniform definitions and standards to be used
to review and anaiyze heaith care plans, specific bene-

fits, extent of coverage, etc.

Collect statewide data on health benefit providers,
| insurers, coverages, costs and cost containment activi-
ties and serve as .. health care information clearing-

house.

Analyze the extent of double coverage of employees
(coordination of benefits) and propose a solution,

if needed.

*Establish an employee heai:h care advis ry committee to the superinten-
dent of public instruction with representation from management, employees,

providers, insurers, etc.

*Encourage or provide incentives to school districts to offer employee
wellness programs. Included would he information on such preventive
measures as the following:

Routine physical exams
Alcohol and drug control
Smoking cessation
Stress management

' Physical fitness
Weight control

Hypertension control




Immunizations

Diet/nutrition programs

Safety awareness, e.g., using seat belts, accident prevention,
defensive driving, etc.

Use of sunscreen and protective clowiing
Awareness of environmental carcinogens
Use of counseling/psychological assistance

Maternal health and well-child care

*Amend state Taws to permit authorization of a health care plan with incen-
tives for employees to make prudent use of medical services. (See Appendix

7 for information on the "Mendocino Plan.")

*Provide comparisons among providers and insurers accompanied by specific
related benefits, costs of treatments, frequency of service and cost
per unit using established standards for comparison. The health care
industry is changing rapidly, which makes such comparisons difficult,
but an effort must be made by an objective entity to develop a common
basis for comparison. There is need for a law that requires a standard
basis for disclosure and comparison, similar to the national "truth in
lending Taw" in the consumer credit industry. A major hurdle is that
the health care delivery system is many times more complex than is the
loan business. In addition to comparing costs and benefits in a standard
way, the quality care issue must also be addressed. Just as quality
is demanded cf the schools, those who need health care and those who
purchase health care have a legitimate interest in the quality of their
health care. Indeed, it is the public's top concern, according to numerous
opinion surveys concerning health care. In addition, uniform cost compari-

sons and cost trends among providers and insurers should include data




..21_

over at least five years. Given the changes made from year to year,
it would be inappropriate to base policy decisions in this area on changes

among plan costs over one two-year period.

*Consider the feasibility of establishing an optional, self-funded health
care program with adequate, quality coverage available to all state and
local public employees in the State of Washington with stop-loss insurance
to protect the plan and its subscribers against claims in excess of
(1) a defined expenditure threshold per specific claim and (2) a defined
aggregate plan expenditure threshold. At a minimum, coverage should

include basic and major medical, hospital, vision and dental care.

*Limit school district contributions for health benefits to coverage by

group insurance plans.

*Condivion receipt of state dollars for insurance benefits on timely submittal

of reports requested by the agency.

Consideration was given to requiring districts to offer a high deductible
plan with a sliding sc "~ for those not able to afford a large payment,
similar to Medicare legislation currently before both houses of Congress
wh’_1 would provide protection against health care cost for catastrophic
illness. Both House and Senate bills contain a two-tiered premium--one

a basic premium and the other an income related supplemental premium.

Any plan which requires individuals to make large payments before insurance
proceeds are triggered should contain consideration for those not able

to pay for such cosis. There are several drawbacks to providing such

a plan for employees. In the first place, it is designed for Medicare
participants, and most employees are younger with families. The health

care use patterns are no doubt different. Second, a bureaucracy would
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have to be established to keep track of income eligibility standards.
Third, the only way such a plan would receive any support from employees
is if it were the only plan available. In practice, peop:e generally

seek the best coverage obtainable.

Consideration was also given to authorizing school districts to provide
employee benefits under plans administered by the State Employees' Insurance
Board (SEIB), as is the case for other municipal corporations in this
state. This was not recommended for the following reasons: The SEIB
programs are experiencing cost increases at least comparable to other
plans. Therefore, such a change would have questionable impact on health
care costs. Nothing new would be provided to schools by making such a
change. In uddition, with another in a growing list of health care options
for school employees, it is possible people would move from plan to plan
from year to year, depending on which plan is the best plan of the moment.
This would create underwriting and administrative problems for both systems

and contribute additional cost to the program.

Finally, since health care costs affect literally everyone, these recommenda-
tions should be considered in the context of the needs for all of our

state and local public empleyees.
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APPENDIX 1

NINE-YEAR HISTORY OF LEGISLATIVELY AUTHORIZED
INS'JIRANCE BENEFIT LEVELS FOR K-12
PER MONTH PER FTE STAFF

1979-80 $85
1980-81 $95
1981-82* 121
1982-83 $137
1983-84 $159
1984-85%* $167 state + $12 local = $179
1985-86 $167 state + $12 local = $179
1986-87 $167 state + $12 Tocal = $179
1987-88 $167 state + $12 Tocal = $179

*First sear of salary compliance. In addition, the legislature allowed
school employees a trade-off between increases in district contributions
to insurance benefits greater than authorized in the appropriations act
so long as that greater increac2 was counted as part of the salary
increase granted for that year.

** egislature allowed districts to pay up to $179 this year. The trade-off
between the increase in empicvee benefit contribution and the salary
increase remained in effect. In addition, the Legislature authorized full-
time nine-month classified employees to receive insurance benefit contribu-
tions for 12 months which increased this outlay by approximately 15% fer
basic education employees and 30% for transportation employees.




TOTAL EXPENDITURES AND EXPENDITURES FOR SALARIES
AND EMPLOYEE BENEFITS IN THE PUBLIC SCHOOLS
FOR YEARS INDICATED--GENERAL FUND*

(In millions)

Benefits as Percent of Salary and Benefits
Total as Percent of
Year Total Salary Benefits Expenditures Salary Total Expenditures
1979-80 $1,739.6 $1,209.6 $176.0 10.1% 14,6% 79.7%
1980-81 1,921.7 1,356.0 199.8 10.4% 14.7% 81.0%
1981-82 1,959.9 1,390.8 210.3 10.7% 15.1% 81.
1982-83 1,998.5 1,386.7 221.2 11.1% 16.0% 80.
1983-84 2,213.9 1,506.4 256.6 11.6% 17.3% 79.
1984-85 2,395.4 1,621.0 284.9 11.9% 17.6% 79.
1985-86 2,515.9 1,704.0 305.2 12.1% 17.9% 79.9%
1986-87** 2,875.6 1,816.5 491.5 17.1% 27.1% 80.3%
1987-88** 3,061.8 1,929.7 516.1 16.9% 26.7% 79.9%

*Data for 1979-80 through 1985-86 are actuals from year-end financial reports (F-196). The 1986-87 and 1987-88
figures are from school district budgets (F-195).

*%x1986-87 is the first year school districts paid the employer contribution to the Teachers' Retirement System.
This change is reflected in the large increase in benefit expenditures in 1986-37 and 1987-88 over prior years.
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APPENDIX 3
319 Seventh Avenue Terry Bergeson, President
Olympia, Washington 98501 Carla Nuoll, Vice President
206 945 3150 Gilbert A Gregory, Executive Director

i Washington Education Association

Changes _made _in WEA Medical flan
1982

Alternativ2 Flan C o+fered at lower rates
Frotessional Review Organization (FRO) contracted
Rate increase on 755 Flan - S17%

HealthFlius available 1n majo~ areas

1983

Medical Flan bid procedure completed - Blue Cross retained

RX copayment i1ncreased to %3 from $1

325 emergency room copayment added

100% coverage for pre-admission testig, skilled nursing
faci1li1ty, home nealth care, and second opinion surgical
consultation.

Hospital® benefits changed to 804/ 100% from 100%.

Rate i1ncrease - 7.5%

1984

10% discount to groups offering only WEA plans (+ one HMO)

Medicare "carvecut" for retirees

Rate decreass - 6%

1985

Stop-smoki1ng beneri1t added
Audio/Hearing penefi1t aaded
No rate change

1580

Surgicai treatment for morbid onesitv addad

Surgical creatment for sexual disfuncation

Communitv Health wgencies added as providers

Freterred Frovider plan offered 1n place of Select Flanm I1
with rates Z0O%Z lower than Traaitional Filan.

Hospital Utilization Management svstem added

Traditional Flan (2&5) rates 1ncreased 7.5%

1987

Traditional Flan rates 1ncreased 22%

Freferred Flan rates 1ncreased 3I1%

R: copavment changed to $5 non-generic, %3 generic

Sp1nal manipulation pene+1t limited

Co-i1nsurance changed from 80% of first $1250 to 30% o+f
first $2000 tor Traditional Flan.

Alconolism/drug dependercy benefit modified to comply with
stave law.
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APPENDIX 4

* *
ESD 101 - Employee Benefits Cooperative
Overview of Rate and Plan Changes: 1983-84 through 1987-88
YEAR RATE _PLAN BENEFITS/CHANGES DEDUCT/CO-PAY | MIRS
1983-84 $15900 | Health Plan’ Medical/ Cental /Vision $75 00 Deductible
| Lunched SEIB Plan $300 00 Co-Pay 3,459
1984-85 $16700 | Plan A/Dental/Vision | Surgxal Pre-Authonzaton Re- $75 00 Deductible
quared $300 00 Co-Pay
$16226 | PlanB Medical Only -0.00 - Deductible
$250 00 Co-Pay 9,460
198586 $16700 | Plan D (167 Pan) Medical/Dental/Visian $150 00 Deductible
Reduced, Dental Benefits $1,000.00 Co-Pay 22
Increased, Deductible and Co-Pay
$17900 | Plan179 Medical/Dental /Vison $75.00 Dedtuctible
Reduced, Dental Benefits $300.00 Co-Pay 3266
$19969 | Plan A/Dental/Vision | Reduced, Alcoholism /Drug Abuse | $75.00 Deductible
$.00.00 Co-Pay 2510
$162.26 | PlanB Medical Only - 0.00 - Deductible
Reduced: Alcoholism/Drug Abuse | $25000 Co-Pay 2473
$16385 | PlanC Preferred Provider Medical Only $50.00 Deductible
: King, Prerce & Snohorrush Area -0.00 - Co-Pay ¥
33925 | Dental Dental/Vision Benefits Only
$981 | Viston 3,150
TOTAL 11,700
1986-87 $17900 | Plan179 Increased: Preferred HosghlTo- | $75.00 Deductble
Pay Waiver, Preventive Care $300 00 Co-Pay 1541
Reduced, Dental Coverage
$20798 | Plan A/Dental/Vision $75 00 Deductible
$300 00 Co-Pay 1,508
$18173 | PlanB Reduced Surgical Pre-Authonza- | - 000 - Deductible
tion Required $250 00 Co-Pay 1.842
$14877 | Plan C - Preferred King, Pierce & Snohorrush Area -850 00 Deductible
Provider -000 - Co-Pay 81
$148.77 | Plan C - Preferred Washungton State except for King, 000 - to $75.00
Hospital Pierce & St shomush Agep o Deductible
- 000 - to $300 00
Co-Pay 1359
$4175 | Dental Dental/Vision Benefits Only 3.604
$981 | Vision
TOTAL 9.965
198788 $17900 | Plan 179 Reduced, Dental to Preventive $250.00 Deductible | N/A ¢
Care Only, Spinal Manipulations $500 00 to $1,000 00
Increased. Prescription Co-Pay for | Co-Pay
Non-Genenc Drugs, Alcoholism
Treatments, Deductible and Co-Pay
$22042 | Preferred (Plans A& | Reduced. Dental -000-t087500 |N/A®
Q)/Dental /Vision Increased, Preferred Providerand | Deductible
Preferred Hospital Pla.is Combined | - 000 - tc $300 00
Co-Pay
$221.77 | Choice (Plan B) Raduced Spinal Manypulations -0.00 - Deduchble [N/A®
Increased: Prescnption Co-Pay for | $400 00 Co-Pay
Non-Generic Drugs. Alcoholism
Treatments, Co-Pay
53253 | Dental Reduced: Dental Benefits. N/A®
$932 | Vision
Vision and A. D & D Rates Reduced =
With No reduction in Coverage. w=anlae

Q

ERIC

Aruitoxt provided by Eic:
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E BC Employee Benefits Cooperative

"Providing the best coverage for the lowest cost"

)

The following is an outline of benefit and rate
changes for the Employee Benefits Cooperative Plans
for 1987-1988.

The benefits for Plan A hava been combined with
Plan C benefits. The newly combined plan is the
PREFERRED PLAN.

Plan B is now the CHOICE PLAN.

In order to maintain a $179 rate for the $179
PACKAGE PLAN, deductibles and co-payments have
been increased, and dental benefits have been re-
duced.

The DENTAL PLAN rate has been modifiedto a
basic plan for a lower rate.

The VISION PLAN rate has been decreased by
5%.

The Cooperative is committed to providing the best
medical care possible at the lowest cost to the em-
ployee. This year's renewal actions have resulted in
sound, basic, health care plans at very competitive
rates.

ALL MEDICAL PLANS
Q Alcowwlism and drug addiction treatment
changed to:
. v alcoholism treatment; $5,000 during any 24-
month period, $10,000 lifetime maximum
v drug addiction treatment; $1,000 during each
contract period
Q Chiropractic coverage modified

v spinal manipulations lim ited to 15 per

calendar year

v all other chiropractic services covered as any

other benefit
Q Prescription drug benefit modified
v $3 co-payment for generic drugs
v $5 co-paymerd for non-generic drugs

CONTINUING SPECIAL BENEFITS
Q Experimental organ transplant coverage
Q Preventive care - preferred provider plans
v annual physical examinations for employee
and spouse
v well baby care ‘> age one
v immunizations through age six
Q Onlyc:.e year required for retirement plan
clegibility

EBC announces benefit changes for 1987-88

CHOICE PLAN (formerly Plan B)
Q Co-insurance increased to 80% of first $2,000.

PREFERRED PLAN (fcrmerly Plans A and C)
Q  Options for choice between the preferred and
hon-prefemed providers:
v preferred provider physician - no deductible,
85% of first $2,000 co-payment
v preferred provider hospital - 100% coverage
after $75 annual deductible
v non-preferred physician and hospital - $75
annual deductible and 85% of first $2,000 co-
payment
Q Preventive care covered with preferred physi-
cians
Q Immunizations covered through age six

$179 PACKAGE PLAN
Q Medical - Deductible and co-payment in-
creased:
Options for choice of preferred or non-preferred
providers:
v preferred provider physician; $250 deductible
per person with $750 family maximum and
90% of the first $5,000 co-payment
v preferred provider hospital; 100% of cover-
age after deductible
v non-preferred physicians and hospitals; $250
deductible per person with $750 family maxi-
mum and 80% of the first $5,000 co-pay-
ment
v preventive care covered with preferred
physiciafs
Q Dental - Coverage modified to preventive care
only: Routine examinations, x-rays, cleaning,
flouride treatment
Q Vision - Removal cf the restriction on frame
repiacement of “only to accomodate replaced
lenses”

RETIREMENT PLAN
Q Incorporated into the Preferred Plan
Q Supplementary Medicare plans available

(over)
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DENTAL PLAN BENEFITS MODIFIED VISION PLAN
Maximum benefit has increased to $1,500 (from O Reduced rates
$1,250) Q Increase in frame replacement benefit
Previous dental coverage is no longer required v no longer restricted to “only to accomodate
Diagnostic and preventive care (routine exams, replaced lenses”
x-rays, cleaning, flouride treatment and seal- 000000000000 000000000000000000
ants): - -~
v incentive level increased to a contstant 100% These are the official changes to the existing
for all subscribers plans for the 1987-1988 year.

v no yeany exam requirement “ you would |Ik8 'Unher in'ormation, WOUId |Ik8 to

Basic care schedule a presentation for your district or have

v fillings, ora! surgery, peridontics and endo- questions regarding the changes, please contact
dontics at a constant 70% co-payment Gwen Hershiser, EBC Coordinator or Pat Harkins at

Major care ESD 101, (509) 456-6320 or SCAN 545-6320.

v crowns, inlays, onlays, bridges and dentures
at a constant 50% co-payment

Annual deductible on basic and major care

v $25 with a $75 family maximum

Orthodontia for dependents available as a group

option

v $1,500 maximum

v $100 deductible

! EMPLOYEE BENEFITS COOPERATIVE MEDICAL PLANS
October 1, 1987 - September 30, 1988
CHOICE PLAN PREFERRED PLAN $179 PACKAGE PLAN
{formerTy B) (TormerTy A & C)
Preferred Non-preferred Preferred Non-preferred
Benefits Physician Hospital Provider Physician Hospital Provider
Revolving 5-year maximum | $1,000,000 Same Same
Annual deductible None None $75/225 $75/225 $250/750 $250/750  $250/750
Co-payments 80% of 85% of 100% 85% of 90% of 100% 80% of
$2000 $2000 coverage  $200D $5000 coverage  $5000
Preventive Care (annual Not Covered Covered Not Covered Covered Not
physical exam, well biby, | covered covered covered
immunizations)
Prescriptions $3 generic Same Same Same Same
$5 non-generic Same Same Same Same
Organ Transplants Covered Covered Covered Covered Covered
Life & Accidental Death $10,000 Same Same Same Same
& Dismemberment (1evel temm)
Retirement £1igibility One year Same Same Same Same
Rates: Full Discount Full Discount
Employee $112.74 $101.47 $ 91.43 $ 82.29
Employee + spouse 223.13 20D.82 180.01 162.01 (Includes vision and
Employ+spouse+children 269.83 242.85 217.65 195,89 preventive dental
Employee + children 159.44 143.50 128.60 115.74 coverage)
Composite By group By group $179.00
Dental Plan Rates 32,53 (Dental and Vision Plans are available either
Dependent orothodontia 5.62 with SBC Medical Plans or separately)
Vision Plan Rates 9.32

a3




APPENDIX 6
Page 1 of 6

SAMPLE SCHOOL DISTRICT
1987-88 INSURANCE RATES

OPEN ENROLLMENT: September 1 through October 10 for all employees.
NEW EMPLOYEES: Must enroll for optional benefits within 30 days of

employment.

CHANGES: Must be made by tenth of month to be effective the
first day of following month.

ENROLLMENT: Brochures and enrollment forms available through

the Personnel Office.

QUESTIONS: Please direct any questions regarding coverage to
that particular insurance company.

XXX County Medical

Employee Only $88.20 (w/ 1 child $131.50) (w/ 2 children $174.80%*)
Employee & Spouse 176.40 (w/ 1 child $219.70) (w/ 2 children $263.00%)
*First and second child are $43.30 each. No additional charge for
more than two children.

Blue Cross Medical

Health Plus

Traditional Preferred w/ Vision

Employee $113.60 $ 96.65 $ 88.79

Employee & Spouse 222.50 188.85 186.35
Employee, Spouse &

Children 268.50 227.85 257.87

Employee & Children* 159.60 135.65 152.47

*Any number of children. Group term Life and Accidental Death and Dis-
memberment premiums are included in health insurance coverage.

Group Health Medical

Employee Only $85.91 (w/ 1 child $133.66) (w/ 2 children $181.41%)
Employee & Spouse 171.82 (w/ 1 child $219 57) (w/ 2 children $267.32*)
Dependent Child
over 21 yrs. 85.91
*First and second child are $47.75 each. No additional charge for more
than two children.

Mandatory Life Insurance w/ Group Health Medical: $1.63/month for employee
only. $2.13/month for employee and dependents. Subscribers can choose
which plan desired. (No. Amer. Life)

Dental

Dental coverage is mandatory for all employees eligible for medical benefits.

Certificated Dental $46.35 (Family - with orthodontia)
Secretaries (XAEOP) 39.65 (Family - no orthodontia)
Educational Assistants 22.05 (Employee only - no orthodontia)
Teamsters Dental 21.55 (Family - with orthodontia)

Food Service 22.05 (Employee only - no orthodu.tia)
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Salary Insurance

Brochures on coverage and rates available at the Personnel Office.

XEA members have a mandatory long-term disability salary insurance (Mutual
Benefit Life Insurance Co.) which is $7.60 per month. Optional short-
term disability salary insurance is available to XEA members. Brochures
and rates for this are available at the Personnel Office.

Life Insurance

TransAmerican Occidental Life Insurance coverage is mandatory for all XEA

members. Monthly premium is $1.75 and is deducted from district con-
tribution.

1987-88 District Benefit Contribution by Bargaining Unit

Amount indicated in brackets "“( )" is amount remaining
that district will contribute for medical and/or salary
insurance after the mandatory coverage noted is

deducted.
Classified:

Secretaries: Mandatory coverage is $39.65 fo," dental insurance.
$179.00 ($139.35) 12-month, middle and high school secretaries
$150.00 ($110. 35) 9-month and elementary school secretaries
$120.00 ($ 80.35) 9-month/6 hours per day - pod secretaries
$ 89.50 ($ 49.85) 9-month/half-time secretaries

Educational

Assistants: Mandatory coverage is $22.05 for dental insurance.
$117.00 ($ 94.95) 6 1/2 + hours
$101.00 ($ 78.95) 5 1/2 - 6 hours
$ 83.00 ($ 60.95) 4 1/2 - 5 hours
$ 67.00 ($ 44.95) 4 hours

Food Service: Mandatory coverage is $22.05 for dental insurance.
$138.00 ($115.95) 7 + hours
$111.50 ($ 89.45) 4 - 6 1/2 hours
$ 55.00 ($ 32.95) 3 - 3 1/4 hours
$ 45.00 ($ 22.95) 2 - 2 1/4 hours

Teamsters: Mandatory coverage is $21.55 for dental insurance.

$219.00 ($197.45) 12-month

$160.00 ($138.45) 9-month

$ 60.00 ($ 38.45) substitutes (eligible after working three (3)
consecutive months of sixty (60) hours per monih.)

Unrepresented:

$179.00
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(1987-88 District Benefit Contribution by Bargaining Unit,

Continued)
Certificated:
XEA Members: Mandatory coverage is $55.70. (Dental,
$46.35; Life, $1.75 and Long-term
Disability insurance, $7.60?
$179.00 ($123.30) 1.00 FTE or 12-month
$148.60 ($ 92.30) .83 FTE
$125.00 ($69.30) .66 FTE
$ 89.50 ($ 33.80) .50 FTE
Administrators Mandatory coverage is $46.35 for
and Principals: dental insurance.

$179.00 ($132.65) 1.00 FTE or 12-month
$148.60 ($101.65) .83 FTE
$125.00 ($ 78.65) .66 FTE
$ 89.50 ($ 43.15) .50 FTE
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ANLIC SCHOOLS
1508 OF WEDICAL SO I1S
YEAR

1907/1%00 SCHOOL

COUNTY MEDJCAL

MYSICIAN SERVICES
Office Lalle
Hoepital vieite
Home Calle

Surgety

Presdaission Testing

Assistant Surgeon
Anesthesie

Disgnostic X-rayAsd

Redietion Therapy
Mysicsl Therspy

Asbulence

Hatamity
Well Child Cere

Routine Phyeicale
Cyes fxen

Podietry

Aedio (Hearing Care)

Stop Seoking Benefit

ERIC

Aruitoxt provided by Eic:

35 outpatient celle/year
Inpatient coversd for JS deye/yr.
Countad in the 35 calle/ysas

Paid in Fell

Pald in Full

Paid in Full

Peid in Full

Paid in Full

Peid in Full

Psid under Mejor Medicel ot 80% for

10 vieite. Additione} benefite will
bes Proved if prescribed by sttend-
ing physicien.

$80 one way/condition, belance
st 00% under Mejor Medital

Paid in 7ull
Hot Covered

Not Covercd
1 eys sxam esch two ysers peid in
full

Counted in 35 cslle/yeer by perti-
cipsting prectitioner-

Mot Covered

Hot Covered

o
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CROUP HEALTM COOPERATIVE

The follewing banefite will be provided
for coversd conditiens and res.
Frzept ee nuted, all cers and setvices
wet be apptoved by and previded theu O
otaff and fecilitise te be covered.

At GHC oz GHC designeted fecility:
Provided in Full

Provided in Full

Provided in Full by SHC when medicelly
necesssry & within GHC eervice eree.

Provided in Full

Provided in Full

Provided in Full
Provided in Full
Provided in Full
Provided in Full
Provided in Full

Allowence up to $1000/emergency. $50
deductible per emergency for trenspor-
tetion to non-GHC designuted fecility.

Provided in Full
Provided in Full

Provided in Full

Provided in full, except for cossstic con-
tact lenues. Contect lenses perovided in
fuil for eye pethology.

Provided up to $200 per contrect yser fo:
services of licensed chiroprectors,
podistriate, & ostecpeths for covered ser-
vices not eveilable st GIC. Costs over
$200 coversd when referred by s GIC physi-
cien prior to trestaent.

Olsgnostic hesring exoms provided in full.

Seoking withdrewal progres provided et
GHC for sinisel fes.

WEA-BLUE CROSS
_HEA THAUS

doch femily chessee one Partics-
nunp an“or within 20 ailes of
hoss end then checsss ¢ Persanel
Care Mysicien from their Provider
droup, ALl health cate services
sust be provided or suthorired by
the Perecnsl Cate ghysicien,
including specielist teferrale.

Paid in Full-Pertic. Provider anly
Paid in Full-Pestic. Previder only
Paid in Full eftar $15 cepey

Paid in Full-Pertic. Provider only

Peid in Full-Pertic. Provider only

%aid in Full-Pertic. Provider only
Paid in Full-Partic. Provider only
Paid in Full-Pertic. Provider only
Paid in Full=Partic. Provider only
Paid in full up to 25 visita

ssch condition-Pertic. Provider
only

Peid in full efter $23 copeyment
(50% copeymsnt for eir esbulance).

Pold in Full-Pertic. Provider only
Peid in Full-Partic. Provider only

Peid in Full-Partic. Provider only
One avery 2 yeors peid in full,
Franes & lonses gt contsct lenses-
once every 24 month period up to
$140.  Pertic. Provider only

Kot covered

Hesring ecreening paid in full.
Participating Provider only.

Mo benefit

*8lus Cross detersines UCR (ususl, customery & ressanebls)

MASHINGION EDUCATION ASSOCIATION PLANS

WEA-BLUC CROSS
PREFERRID PROVIDER PLAN

gﬂ?ﬂull

Paid in Full

80X of UCRe
80% of UCRe
Paid in Full 80K of UCRe
0%

Paid in Full of UCRe
Mandetory Seconc Surgicsl Opinton
dln'ull.nbotnh-hndmd
™

~Preferred plens - seme
Treditienal Plen.

fuid in Full Peid in Full

80X of UTTe
80% of UCRe
80% of UCRe
80% of UCRe
80% of UCR®

Peid in Full
Paid in Full
Peid in Full
Peid in Full
Paid in fyll

Paid in Full 805 of UCR®

Peid in Full 80K of UCA*

Not coversd except for rautine
infent rureery care while sother
i hospitelized

Not covered

Not covered

Not covered

80% to ¢ msximue of $400
during 3 concecutive yesrs.

Esployss/spouss only: 50X of ectusl

sxpensss to $250 lifetiee seximue.

MEA-BLUC CRGS™
IRADITIONAL AN

Coversd under Mejor Nedicel
Covered under Major Medical
Covered under Mejer Nedical

Paid ot O0K of UCR®

MNendstery Secend Surpics) Opinion

required on certain procedures.
Surgeon wil] not be peid if
roquirement ostisfied (ses
boddot for liet of procedures).

Paid in full if within 72-
hours of adalseion

Paid ot 80% of UCR®
Paid ot 80X of UCRe®
Poid ot 808 of UCR®
Paid ot &7 of UCR®
Peid at 80% of UCR®

Peid ot 80X of UCR®

Peid ot 80X of UCR*

Not covered

Not covered

Mot covered

Paid ot 805 of UCR®

s o
8% to 1 f $400
during ; :a’:o:;t:n yests. % ;g
Eaployes/spouss only: 505 of eclusd =
sxpenacs to §250 lifaties saxisve. & O
o >
-+
[+)]
[+)]
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TY_WD

foen & Soerd

Intensive Care

Mcillary Qargee
Outpetient Accident

Caargency [llness

Ouredle Medicel
Cquipment

Seuropeychiatric

Alcohoi ien/Orug Abuse
Trestaent

Ohiroprectic Secvice

Preectiption Druge

g

ERIC

l T

Senl-privete t $300/dey for 35
doys pet your. Selence wp ts $210
covered under Mejer Medicsl.

Seai-privets plus add'] $200/dey
faid in Full

faid 1n Full 1f treeted within 72
houre for 60 deys, belance under
Mo jor Medicel

Paig in Full

M_osafmmaspimb Pald in
full te 3500 for K.D., M.D., asntel

heelth center and outpeiient state
state mantsl hoepitel.

faid ot 80K te $3,000 ssximm in eny
14 conescutive aonth
sexiguss of $10,000. 1iceble to
slocholles trestaent enlys mo drug
sbuse trsatsent covered-

Comted in the I3 calle/yesr.
Relsursemsnt not te encesd the
saount which would heve been peid
to e perticigeting phyeicien.

$3.00 deductible per presctription
or refill.

crouP u'_uuu COOPCRAT VT
_OF AUCE] SOND

At OIC gr O denipnated !u.'lut{.
Provided in full including privete rece
shen reeectibed by CHC physicien.

Provides in full
Provided in Full

Previded in full. ((ssrgency cere et aen-
o dulrutd fecility is sbject ts $10
doductidle.)

cate ot nan-
te $100

w vieit fer
vee ol esergency n. ot or O dosig-
nated fecility.

Osteny supplics, teapersry erthepedic
applisnces for up te & menthe; "E" o
szr9en eqiipaent when erdered by physi-
clen; other dureble medical equipasnt net
covered. Presthetic devices previded in
full when gutherized & 1ieted se covered in
(-1 4 Prnmue Device l’omlory.

rmu.a in Full  (Cmsrgency
rtd !ocluty 1s ab
Io

Ingatient - Kot covered.

Outpatient - 10 call, in full, rext 10

. 50/50. Aftsc tetal of =0 vieits per

* calendsr yesr, enrellee peys 411 cherges.

Paid te $3,000 in eny 24 consecu~

tied uuun tive month peried; lifetime
! asxime of r d

Seme ss Podistry, except setvices of
designated providers sust be Used when
availeble in the GMC eervice orss.

Inpatient - Provided in full.

futpationt - most drugs ere covered in full
whan preectibed by © physiclen end
cbtained st o GHC pharmecy.

MEA-BLUE OMasSS

Paid in Full-Pertic. Previder only

'Patd in Full-Pactic. Previder enly

Paid in FullPartic. Previder enly

Surge 4 in full; esergency
i o ia full sfter

Teen chetpes
m n-u-a‘-\t -u-a 11 sdaitted
te hoopital)-Purti lpeting
Provider enly.

'uudnun Mysicien mly-u“
i fullg g-\ry tesn pal

full ofter § (ulnﬂ
1f otaltted to

For purchwes or Tental oe

sutherizen by MealthPlus, sssber
peys 20K of cherges fer eqiipmsent
ptescribed by HeslthPlue phyel-
clen.

Hosber peys 20K of charges,
including prefossisnal visite, ts

o ssxious of )0 deys per calendar
‘m ond 100K theresfter.
srticipsting Previder enly.

'l“ in full up te $5,000 sexisun
eny 24 censecvtive month
&rld; 1ifetine nexisus $20,000
texificetion trestment for
tlcohelion or devg sbuss ceverel

sane 8s other condltlen.
Pacticipsting Provider enly.
508 of » including X-reye,
to $250 por cslendar year.

Neabet peys 1008 Lhsresftar.
muenpung Previder only.

$) cepayment per J-dey or 100
dosge. Orel contreceptives
1laitsd e JO-dey supply.
Prescription mist be fros o
Hesl1thPlue phyeicien end diepensed
ot o perticipeting pharescy.

«8ius Cross detsrsines UCR (usual. customsry & ressonabls)

WASHINGTON CDUCATION ASSOCIATEIN PLAMS

WEA-BLUE CROSS
_PRCTERAD PROVIDER ALAN
rru!.lu farellee avet
T ot hospital
centect the Flan te detoralne if en

inpetiont stalesion is mecessery.
11 net requested, o $100 hoepitsl
ingatient cepeyment penalty will be
Lupesed.

faid in Full &KX of WR*

Paid in Full 80K of UCR*
Paid dn Full BOX of UCR*
Paid in Full OO of UCRe

$25 deductible per visity
Paid in full §f hoapitelized.

Paid in Full 803 of UCR®

sams 83 eny other but
paid ot 805 of UCR*
Outpetient - constent 50% to 50
vieite/celendar yest

Inpationt =

“iaited to trestaent in o hospitel
ot slcohel trestassnt fecility to
$3,000 dusing any 24 consecutive
aenth perlod !or treataent of
slcehol degendency, te $20,000
1ifetise sexisus.

Poid ot 805 up to $1.230 1n
charges per celender year.

Covered in full efter: $5
;wt for non-generic drugs,
or $3 copsyment for rur!: druge
shen dhpu\nd Sy o 8lue Cross
perticipeting pharsecy.

WEA-BLUE CROSS
—Ianivion: AN

hospits]l sdaisalen aust be
1204 by Blue Crese. If en
—w eodaiosion, Blue Cress
auet be netified within &5 heure
of etalosion. $100 copeysent will
o soceessd pcier Lo benelit
psyasnl for nen-ceaplience.

00K of aver seni-privets rete
for 343 yoer.

Peid at 80K of UCR®
Pald it 00K of UCRe

$23 deductible per visil: Lrest-
asnt avst begin within JO deys.
Pald in full 17 hespitalized.
Cortaln slective suet
o pocfocned on atpumt mu
Apprevel for inpstient avet

cbtained er surgeen muu -.ﬂl
net be provided.

$25 deductible per vieit; R
Paid in full if hospitslized.

Peid ot 803 of UCR®

Inpstiont = ssse o8 eny other

condition
Wtpstiont - SOS to mul sexisus
of 50 calle

Lisited to trestsent in e hospitsl
of slcohol trestsent fecility te
$5,000 during eny 24 @snsecutive
aonth period for trestment of
slcohol dependency, te $10,000
lifetine asxim=s.

Poid ot 803 up to $1.250 in
chatges pn: ralender yeetf.

Covered 1n full efter: $5 coo-"
@t for non—generic dsuge, or 33
copsywent for generic druge shen
dispensed by o 8ive Cross pev-
ticipsting pharescy.
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COUNTY MEDICAL

1)0 vhlu fer_approved nucses &
$3,000 por yeer.

GRQUP HEALTH COOPERATIVE
OF PUGET SO

Provided in full for esrvices of health
ceta pmfessiongle whe~ suthorized.

Peid in Full-Pertic. Provider only

WEA-BLUE CROSS

HEALTHALUS

WASHINGTON EDUCATION ASSOCIATION PLANS

WEA-ZLUE CROSS

PREFERRED PROVIDER PLAN

Paid in full following
hospitslization.

KEA-BLUE CROSS
TRADITIONAL PLAN

Paid in full followlag
hospitslizstion.

Hoegics

Mg jor Medicsl
Medical Deductible
Rost~ration

Stop Loes

Pre-exioting Conditions

6 monthe - $5,000 saxisus per ysar.

$300,000; no limit en Besic Benefits
None

Full besic benefits renew sutoseti-
cally. Besic benefits consiet of
doctor, hospitsl, X-ray & lab and
sccidente.

80% to $2,500; 100K thersafter.

No benefits peid for & monthe efter
covsrage begine for eny condition
which existed within the & aonthe
prior to sffective date o7 covereg:.
¥aiting period waived during coen
snrollsent in Septssber and October
sach year.

Provided in full

N/A
None - « Yeas specificslly noted.
N/A

Not appliceble - most iteme are fully
Tm{oﬂ. Refer to benefit brochure for
..

Covered in Full

Note:

roup Health Cooperstive of Puget Sound ie
s non-profit health saintsnence organiza-~
tion peoviding health cars en o pre~
paymsent besie. As e direct estvice
progres, the Cooperstive ie ded’ ated to
bringing ite subscribers end depsndents
quelity medicel endt hospitsl cars,
including preventive medicsl eervicss.

RATES
GROUP HEALTH COOPERATIVE
COUNTY MEDICAL OF /T _SOUND
E:{oy- s ] ‘e
oyes + Spouse o .92
Eaployse + Spouse ¢+ 1 (hild 219.720 219.57
Eaployes + Spouss + 2+ Children 263.00 267.32
tnloyu + 1 Ohild 131.50 133.66
Eaployss + 2¢ Children 174.80 1681.41

MNOTE:

Thie ie our comperison of rstes and benefite.
- prewicions and supersedes enything conteined hernin.

ERIC

Aruitoxt provided by Eic:

Studente sge 19-23 esch $43.30.

Over age 20, adult rate a.pliee.

The ectusl insurance compsny seteriel will contsin the contractual
The retes quotes ere based upon the inforsation furnished.

Peid in Full-Pertic. Provider only

N/A
N/A
N/A

N/A

R/A

WEA-BLLT ™38
HEAL V.. L US

S 88.79
186.35
257.97
257.87
152.47
152.47

Individusl cese ssnagement

$1,000, 000
None
/A

Rt

100% sxcept firet $5,
oo specified charges; mos
theree cer.

N/A

MEA-BLUE CROSS
PREFERRED PROVIDER PLAN

$ 95.65
188.85
227.85
227,85
135.65
135,65

Individual case sanegescnt

$1,000, 000
Nane
N/A

80% of the rirst $2,000 cf covered
charges sach cslendec yser;
100% thersafter.

N/A

WEA-BLUE LROSS
TRADITIONAL PLAN

&
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APPENDIX 7

..||"|II MEND“C'NU LOUIS DELSOL  SUPERINTENDENT OF SCHOOLS

**1] l I l I I cnu NTY 2240 EAST SIDE ROAD UKIAH, CALIFORNIA 95482

1985
AN INTRODUCTORY MESSAGE FROM
LOUIS DELSOL, SUPERINTENDENT
MENDOCINO COUNTY SCHOOLS

Seven years ago the Mendocino Staywell health plan was put irto
place to provide health and hospitalization benefits to the
170 employees and their dependents at the Mendocino County Schools
Office. Since that time this original plan has been expanded
to cover not only a larger county schools scaff but aiso the

800 plus employees of nine other school districts within Mendocino
County.

This desire of others to be covered by the plan is, we believe,
a sign of its success. And there is other evidence to indicate
that the plan has yielded substantial benefits to thotce of us
who pioneered Staywell. Those benefits have been both financial
and attitudinal. Our office simply has more money available
to it from interest earned on the way we handle health plan
money. In additien, we feel there is evidence to show that
Staywell has made enough of our employees "careful cost-iacurrer.”
to keep our premiums lower thawu comparable coverages of other
plans in other public agencies in California.

Also, there is a growing awareness of the wellness iiving, of
incorporating fitness routines and improved diets in the life-
styles of our employees. We attribute much of this attitudinai
change to the incentive in the plan and to the health literature
which is now an integral part of Staywell.

Perhaps the most far reaching effect to come out of our experience
with the adaptable plan has been our other efforts at cost con-
tainment. Staywell now brings work forces from several school
agencies together. Administrators, teachers aad clerical persons
all sit aowu to make health plan decisions together. This group
is currently working on ways to make preferred providers and
pre-hospitalization reviews integral parts of our plan. These
efforts are succeeding.

In sum, Staywell has benefits in and of itself. But it gains
real power as the cornerstone of a comprehensive effort that
includes health education and cost containment efforts such
as preferred providerships and pre-hospitalization review. And
we feel there are still other ways to keep the cost cf health
care in check and we're determined to find them, develop them,
and make them a part of our overall health plan effort,

LGD:mlh

43 707/462-2345
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Employes Who Stay Healthy Save
Money With This Self-Insurance Plan

BY LOUIS DELSOL

AS BOSTONIANS expect a parade
on St. Patrick’s Day, and New Orlean-

-lans prepare for revelry during Mardi

Gras, we Californians brace for passage
of spendiig and funding lids on Election
Day. Se, as a result of Propositions 13
and 4, Mendocino County (California)
school officials have invented a way to
save school dollars through a new ap-
proach to health insurance coverage.
And any school system can do it—with-
out adding a single staff member or
spending one additional dollar.

Our self-insurance plan with its
unique “stay well” incentive contains re-
markable advantages for the school sys-
tem, its employes, and the insurance
company.

How the plan works: Under the stan-

dard health insurance co- erage that

Mendocino County school« previously
purchased, we would have had to pay
$203,000 for full, or “fizst-do.lar,” cov-
erage for our 160 employes. That entire

_amount, of course, would have beer

paid to an insurance company. Under
our new plan, w. have budget~d ihe
same $203.000 for health coverage, but
we'll put $80,000 of that into a “local
health account,” keeping it under our
control. We will pay the remaining
$123,000 to an insurance carrier (Blue
Shield), contracting for a $500-deduc-
tible group policy for major medical
coverage. In other words, the schools
will pay (from our local health account)
the legitimate costs for the first $500 of
an employe’s yearly nedical expenses.
The insurance company will cove. any
costs in excess of that amount. So asnot
to be bogged down in paperwork, we've
contracted with a local medical consult-
ing agency to handle all claims, bill
processing, and other administratve
tasks.

How the employe wins: The key to
the plan is its "stay well” incentive, a
feature that scldom is part of conven-
tional group health plans. The schools

touss Oelsol 1s superintendent of schools in
Mendocing County, Ukio~ Colf.

40

allocate $500 annually for each employe
{a total of 80,000 in our case); this is
deposited in a local health account. If
the employe does not spend the entire
amount during one.year, the amount
not used will be carried over to the fol-
lowing year. Because he need use only
$500 from his account in any one
year—Blue Shield covers anything
above that amount—the employe ~ar-
ries ahead any unused amounts from
previous years. v

On leaving our employment, the em-
ploye may take as “severance pay” any
unspent amount that has accrued to his
name in the local health account. or he
may buy into the program after leaving
his job. So: If someone works for the
Mendoc.no schools for five years and
maintains & perfect bill of health, on
leaving the schools he'll receive $2,500.
(Ve do not usficially call this money
severance pay because the health insur-
—

—————.

YOUR VERDICT, PLEASE ‘]
Here's an article you ma: find con- |
tzoversial. Let us—and your toi
leagucs in school manag.
ment—~k.aow whether you lave it or
loathe it. Turn to the postage-paid
card facing page 42, .nd give us your

vardict, We'll publisi. *he results in a
laterissue of THE Exect ve Epucator l

ance package is not legally considered

~salary. Of course, on leaving the

schools and receiving the unspert health
premiums, the employe is expected to
report this income to the 1.8.5.)

We believe employes will be carcful
not to incur frivolous medizal expenses
(because they stand to benefit fro un-
spent funds). To allay criticism that the
plan discourages sound practices - pre-
ventive medicine, we provide each em-
ploye with a booklet prepared by Blue
Shieid. which describes conditions un-
der which people ought to seck medical
cas

How the employer bencfits: First, the
employer gains the intcrest carned on
the funds deposited annually in the local
health account. And because we're as-
suming that all employe< will not spend
the ent:re S500 deposited in their Names,

44
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we'll realize additional interest over the
years from the unspent accumulations.
This interest money will help us realize
our majcr goal or the plan: to “reuse”
aollars budgeted for health insurance so
that money becomes available for edu-
cational programs and services. (We
stand to earn from $500,000 to $750,000
over the next decade.)

An indirect savings will come from
the “sheltering” feature made possible
by the local health account. In cur new
plan, only the $123.090 that we pay to
Blue Shield, which amounts to about 60
percent of our toial health insurance bill,

will be subject to inflation. Had we cen--

tinued our old policy, the full $203,000
would have been affected. Qur local
health account, then, will shelter ap-
proximately 40 percent of our health in-
surance costs from inflation. Ar.d at the
double-digit inflation rates curcently be-
ing passed on to consuinsre by  2aith in-
surance carriers, that s:  gs can be
substantial. .

How the insurance carrier benefits:
Acrarding to people who watcl. the in'
dustry, one of the main fears in the in-
st ance business today is that it is going

to price itself right out of the market, al-

lowing the governinent to come in as the
only health insurei. The self-insuranc.
feature makes private insurance pro-
grams more. ffordable.

To the best of our knowledge, Men-
docino County schools are the first in
California to devise a selt- ..surance pol-
icy for its cmployes. One important tip
for some schools: While talks were un-
der way with Blue Shield, our central
officc hept employe representatives ap-
prised of progress; other school systems
that might v-ant to consider similar self-
insurance plans probably will have tc
negotiate with their teacher union be-
caus¢ bealth insurance usually is a nego-
tiable fi'nge benefit,

Any size school system ought to be
able to adopt a health insurance plan
like ours in Mendocino County. For
more Jetails, write to me at 589 Low
Gap Road, Ukiah, Calif. 95482. Also,
the Group Sales Division of Blue Shield
in San Francisco can provide further
information, n

THE EXECUTIVE EDUCATOR
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Here’s Your Verdict

cosT-conscrous school executives (and
what  self-respecting  odministrator
isn't cost-conscious, these days?) over-
whelmingly approve of a stay-well
health insurance plan now being used
in Mendocino County (California)
schools. (Superintendent Louis Delsol
wrote about the plan in our February
issue.)

Under the Mendocino medical in-
surance program, the amount of
money paid to the school system’s in-
suranze <arrier was slashed and the
savings placed in a local account
that pays the first S500 of any em-
ploye’s legitimate medical costs. The
scheol system then carns interest on
the unspent balance, and employes
who don’t use their annual S500 2Hot-
mer! receive the accumulated money
as u bonus when they leave the school
system. Delsol says the cash bonus
acts as an incentive for employes: to
stay healthy.

.Ninety-three percent of readers re-
sponding to our call for "Your Verdict,
Please” thought Delsol's stay-well in-
surance planwas a healthy idea for ail-
ing school budgets. This comment
from a superintendent in California is
typical: “With ¢ dollar cuts we face
in California schivols, this is a good
way to reduce expenditures and make
a few bucks at the same time. Also, 1t
appears to be & way of recognizing
those staff members who don't ‘take
advantage’ of their fringe benetits.”

Most school people who endorsed
the Mendocino Couaty plan cited fi-
naacial advantages. “Schoole have
\been paying for insurance of all kinds
uor far too long,” says a Washington

Readers Applaud Superintendent’s
Stay-well Health Insurance Plan

superintendent. “I'm for any innova-
tion that allows schools to spend a
greaier portion of the budget on stu-
dents.” An lowa reader agrees: “It's
one way to break the zycle of con-
stantly increasing medical insurance
costs. And we should take advantage
of any break we can find.” From an-
other reader: ‘The stay-well plan
seems an exccllent way to reapportion
insurance dollars. In fact, I'd be in
favor of examining a plan that aliows
a district to be totally self-insured.”
And from a former teacher: "l agree
with the concept from the employe
viewpoint. Personally, I would have
liked receiving a lump-sum severance
‘bonus.” As it turned out, [ taught for
ten vear and never once used Blue
Cross/Blue Shield or any c.her insur-
ance. True, I was healthy: but | sure
could have used the cash for other
things when I changed jobs.” ~

Besides financial considerations,
readers also noted other pluses of the
stay-well plan. “It should reduce abuse
of sick leave,” says a Utah reade-.
“Perhaps school people will lcarn to be
more responsible for their own
health,” says an administcato” in In-
diana, who adds: “Indusiry already is
beginning to pick up on this, maybe
such an inceptive is just the prod we
need.” From a Michigan administra-
tor: “It sounds like a great way to help
improve employe morale. One might
even consider paying for sick days not
taken at the end of the va2i.”

One superintendent in Nebrasks de-
scrited a similar insurance plan his
own school system devised: “The
major differe.ices,” he says, “are (1)

the use of prevertive medicine because

that accumuiated savings in the local
insurance account are used to improve
benefits, and (2) that an insurance con-
sultant handles the paperwork and
periodically puts the major medical
coverage out for bids to realize the
best deal possible.” -

Opponents of the stay-well plan
most often cited the possible adverse
effects the plan could have on em-
ployes’ health. “Frivolous medical ex-
penses—is there s:ch a thingl” asks
one reader. A California administrator
cautions: “Such a program will stop

employes will hold back from proper
care just to build a ‘nest egg.’ ” Says a
Kansas reader: “It's unfair to tempt
employes into staying home and doc-
toring themselves just to save a part of
their $500.”

Other 12aders questioned the sav-
ings potential of the Mendotino plan
because of the ex!:a record keeping in-
volved. Another complaint: “It is ir-
responsible to take a program cover-
ing only 160 employes and project sav-
ings for large districts. Increzsing in-
surance costs—and increased record-
keeping costs— undoubtedly will be
hicher than anticipated. Show 1. the
results in three years.”

Finally, this prediction from an lI-
linoic superintendent: “[ like the con--
cept, but I sce a bug: How long will
you be able to kecp the interest on
those investments? | suspect the
teacher union already is placing de-
signs on the interest money to be given ‘\C-
tothose teachers who leave. ‘Aft.r all,’ \.-S
they'll say, ‘it's our money you're in- 1
vesting.” " ) m | ineR

JUNE 1980
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How the savings would result:

>

From cthe Local Health Account, savings would derive from

1. INTEREST earned on the account held locally; -and

2. UNSPENT amounts within this account. We are assuming that all
enployees will not spend the entire $5Q0 held in their names.
Thus any amount less than the budgeted $80,000 reﬁaining in the
acccunt at the end of the year will be, in effect, "savings,"”

"and will be carried over co the following year.

From the $500 Major Medical Policy, indirect savings would derive as follows:

The cost of coverage will most probably increase over the next several
years because of inflation. In our new plan $123,000 will be affeczed
by inflationary increases. However, if we had maintained our original
standard full coverage policy, $203,000 would have been subject .3 in=-
creasa. So, by alloting a2 zortion of the original cost amount to a

locally administered aczount - an amount that will be held coanstant at

$S00 per employee - we will have shelterad that amount from inflation

and will, in fact, reduce the cost of future full healsh insurance

coverage.

How the Tocal ¥ealth Aczount is maintained

Each year $500 per employee will be budgeted to this account and will
be held in the name of ea:h employee. The employee may have that money
used to pay legifimate* claims for his health costs. any costs above
$500 (up to one million) will be paid by the ir.urance company providing'

the Major Medical zolicy.

The employee may or may not use up his entire $500 amount. If he does not,
the amount remaining in his account at the end of the year will be carrieé
over to the Zollowing vear, still neld in his name. ThLis means thac, if
he has $300 remaining, the following year he will have $300 ‘2 the account
in ‘his name, $500 of which he can use ror medical expénse. Since he can
use only $300, he will always carxy ahead the ociginal or any/ﬁrev<ous
year savings. If he uses lass than zhe $500 in the secord year, he will
carry forward tlhat savings also. A thixd $500 is then budgeted the third

vear and so it goes as long as he remains an employee.

*Allcwabnle exgenses Will te determined by the local Medical Foundation which

adnainistars clazas under dolicies of all major carr1=rs The same benefiis
will te allcwabie uncder the locally administered 33 23

RSP S

rst collaxr coverage
as are currently allowed under the 5500 daduct .nle "ol;”y of the insurance
carrisr.
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X, \'B The Mendocino County Superintendent of Schools
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\\\\:5 MENDCCINO COUNTY SCHOOLS HEALTH PLAN
INTRODUCTION

The following pvlan will work best if the emplovee grow is fully covered
(i.2., "first dollar” coveragel.

The main intant of the plan is Yo reuse budgetad nealth insurance dolicrs
so that money becomes cvailable for program purvoses. This ts co be
accompliished without loss of medical coverzge to the ermloyee. To cchizve
these ends, this plan 13 set up to

1) crecie a partially self-i insured pz'ogra'n te providz medical

coverzge for employees and dependents
2) keep a portion of the money pzwkus?.y raid out as premiums

"at home " eaxrming interest for the home agency or corporction;

3) introcuce a "stay-well " incentive facter theT will encourage
. empvioyees to use as L'%tle of the "at home " porrtion as possticle;
4) sheiver z porticn of currenc cnd future costs of health and

medicel insurance from infiction;
5) and by these means, contcin the rising cosis of the County

Scnools Office of nealth-medical insurance.

MATY FEATURES CF THE PLAN

Under the standard plan for £ull medical and health insurance coverage that

we nave purchased in ;he past, we would have budcetsd for this cuxrrent year
| $ 203,000 |-> to insurance c¢ompany
all of whicl) goes to the insurance company.

Under the new Mendccino Health Plan we will budget

to local health ac~ount<g[k$80 000 $123,000!~> to insurance ccmrany
for use for first $500 to provide $300

of emplovee medical ex- Deductible isroup
penses. It is administerad Major Medical Coverage
by our office on presenta- '

tion of allowable claims

by employees andéd eligible
dependents ) $203,000

Each year, our office would
_L; set aside %SOO per emplovee in the Local Xealth Account; and
2. “secure a $500 Decuctible Group Major Medical policy to cover

emloyee healéh expeises aftar the first $500.
The cost to the office of hoth plans this first year is the same. But aiiex
che first year, we anticizate that a ccopounding of savings will resul%s
which may amount, in our case, to one-hals millicn dollars over the next.

ten years.
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' APPENDIX 7
Paje 6 of 7

The Stav = Well feature is this:

At the time the employee leaves tche office, he may
1) take as "severance" pay any unspent amounts tﬁét have accrued to
his name in the Local Health Account, or )
2) have those re=maining funds purchase continuing health insurance
te the extent that his "savings" can cover the cost.
We beliesve that the employee knowing that he stands to benefit personally
frem any unspent allowances, will usa more discretion in incurring future
medical expenses. He may even chcose to pay some medical costs himself,

electing to Gain income tax benefits instead of depleting the funds set

aside in his name.

Imsortart cenditions:

__ At no point is the "savings" considered salary since it is un-
relatad to the work he does;

—_ 4t no zoint is the "savings” or the $500 set.aside affected by
retirament or pension plans since the amounts are unrelatad to his
salaxy.

__ The monevy in the local Health Accsunt does not "belong” to the
employee at any time during his smployment. Therefore

a) he gets no intere t cn it (he only benefits from "savings"

frem the $500 vearl; allotment budgeted in his uname) .
b)" he cannot borrow or or withdraw any part of the funds held
in his name during his term of emplovment
__ He can not realize any “savings" until after he has been in the
plan for a full year, “1or can he benefit from any current $300
allotzment during the year in which he ceases to be an employes
of the Mencociro County Schools Office. He can only benefit Srcm

unspent amounts for previous full years of employment.

e
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June 30, 1986

EMPLOYEE TOTALS
1979-198S%

RRIOR YEAR

Prior Ysar Balance Forward $173,824.12

Adj. Teram. Emp. Trana. to Dist. (9,258.05)
Refunds to Terminated Eap. (15,795.44)
(7,172.69)

Prior Year Claims

1985-86
=URRERT YEAR

Euployer Cost
Clains Processed

$120,051.39
(85,021.19)

Employee Refunds (117.01)
Employee Cumulative Total

DISTRICT TOTALS

Interest Balance Forward $468,672.45

Eerned 65-86 12,646 .98

Admin. Cost Balance Forward $23,599.47

Expenses 85-1i6 29,648 .47

Unvested Znp. Trans. to Dist.

TOTAL FUND BALANCE

TOTAL 2MPLOYEE REFUNDS TO DATE $40,755.23 *

MENDOCINO COUNTY SCHOOLS
FIKANCIAL REPORT
HEALTH INSUBANCE SIDE ACCOUNT

APPENDIX 7
Page 7 of 7

$141,597.94

$34,913.79
$176,511.73

$81,319.43

($53,247.94)
9,258.05

$37,329.54

$213,841.27
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