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This presentation provides more details on Speaker
Dillon’s proposal to reform the administration and delivery
of health benefits in Michigan’s public sector.

Particular focus is given to how the program will work and
where the savings will be derived. Importantly, the
presentation also address many of the misstatements of
fact that have surrounded this proposal and, in doing so,
dispels the associated myths.
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make Michigan viable again

= Consolidates the planning, delivery and
administration of health benefits for Michigan’s
public employees and retirees
- Streamlines administrative services ﬁ
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programs while managing overall cost

To be known as the Michigan Health Benefits Program, or Ml
Health Benefits for short, the proposal aims to consolidate the
planning, delivery and administration of health benefits for all of
Michigan’s public employees and retirees

The value behind the proposal is relatively straight forward:

« Simplified, streamlined practices will moderate the costs paid
for administrative services, such as insurance fees and also
reduce or eliminate some, potentially duplicate,
administrative services.

» Leveraging the combined size and scale of a larger
purchasing pool will deliver economies of scale; and

« Afocus on managing overall cost will ensure that employees
can continue to receive outstanding health benefits



LEADERSHIP

19&3&% The program is a pro-worker,
swi pro-taxpayer solution

= Reinforces the state’s commitment to provide fair
and competitive benefits

= Engages public employees and public employers in
the design of health benefit plans

* Preserves collective bargaining

* Recognizes the importance of investing in the
health of public employees

The program is designed to be a pro-worker, pro-taxpayer
solution that

» Reinforces the state’s commitment to provide fair and
competitive benefits to public employees

» Engages both public employees and public employers in
the design of health benefit plans

* Preserves collective bargaining (note: this topic will be
addressed in more detail shortly); and

* Recognizes the importance of investing in the health of
public employees — there are many studies that
demonstrate that investments in health and wellness
help reduce health care costs over time



LEADERSHIP

19&}%3'&“ The program is a pro-worker,
swi pro-taxpayer solution

= Gives the public sector a stronger voice in crafting
innovative health care programs

= Encourages the use of best medical practices

= Allows participants to choose the medical providers
that best meet their needs

= Balances the needs of employees with the
responsibility of public employers to spend
taxpayer dollars wisely

Other key facets of the proposal include:

» Creating a stronger voice for the state’s public sector in
crafting innovative health care programs; there are a
number of health care projects underway in the state,
and it's important that the state have a major voice in
these initiatives

* Encouraging use of best medical practices — data shows
that it frequently takes up to 17 years for a medical
protocol to be widely adopted, so this proposal will focus
on ways to shorten that timeline

* We've heard that many people are concerned that they
won'’t be able to choose their own providers, but that will
not be the case

* Finally, the program will help public employers spend
taxpayer dollars wisely while meeting the needs of their
employees for access to high-quality medical care
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Approximately 400,000 public employees and
more than 200,000 retirees could be eligible

We estimate that the program could include about
400,000 active public employees and more than
200,000 retirees plus everyone’s eligible dependents

In total, this could be more than 1 million people

Representing more than 2,000 public employers

Making the same set of health care options available to
all employees in the public sector, ranging from a local
school bus driver to the Governor



This slide shows the proposed model for governance and
collective bargaining

A couple of noteworthy points:

* A 13-member board will have oversight for the program,
working in concert with the Office of the State Employer

 Members of the Board will represent both public
employers and public employees, the state and experts
in various facets of health care

 The Board will approve a menu of health care plans that
will be available through the program

» And then public employers will negotiate with their
respective unions on which of the plan designs to offer,
premium share and benefit eligibility



We expect the program to deliver annual savings of $700
to $900 million, which will accrue to all participating
employees, with the savings coming from

Administrative Simplification - $65 to $75 million
Economies of Scale - $100 to $200 million and

High-Quality Benefits at Lower Cost - $400 to $600 million



Looking at administrative costs, the program will offer
opportunities to minimize:

» Costs paid to health plans and insurance carriers for
administrative services associated with claims

» Access fees paid to health plans or third-party
administrators

* Fees paid to brokers, consultants and insurance agents and

» To a much lesser extent, the internal costs incurred by a
public employer to manage and administer benefit plans,
negotiate contracts, etc.

» This last point is important because there is a
misperception that the program will substantially reduce a
public employer’s internal personnel costs—certainly, this is
not the case, especially for small and midsize public
employees



Currently many public employers use pooling to help
manage health care costs. This has proven to be
successful for most of them. So, the question remains — is
there still an opportunity for pooling to help control health
care costs. The answer is yes. This can be done by:

* Pooling those that are not currently pooled,

* Increasing the size of existing pools to gain additional
negotiation leverage

e Buying certain medical services, such as prescription
drugs, more effectively

» Taking maximum advantage of the most cost effective
health plans

» Adopting self-insured coverage where appropriate, and

» Looking into pooling opportunities in dental, vision, life
and disability



The final category of savings will be made possible by actively and
aggressively managing overall health care costs in order to ensure that all
public employers are able to provide high-quality health benefits to their
employees

The importance of health and wellness programs has already been
mentioned; other ways to help control health care costs include:

Aggressive management of prescription drug usage, which has the
potential to offer great savings by ensuring the use of generics and
employing other drug utilization protocols

Value-base insurance design

Compliance with best medical practices and making “clinical
advocates” available to employees and their families. Why? Because
it’'s important that individuals get the right medical care all the time —
empirical data shows that individuals do not get the right diagnosis up
to 20% of the time and further do not get the right treatment up to 60%
of the time—we need to positively change those statistics

A smaller number of plans means that doctors and hospitals will spend
less time and efforrt nterpreting benefit plans and more time delivering
medical care

Fraud also needs to be addressed
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The amount of misinformation surrounding this proposal is
concerning, therefore, the rest of this presentation will focus on
dispelling the myths so that the proposal can be evaluated on its
merits

» The first myth is that the program will reduce benefits and
increase cost shifting

» The reality is that the proposal recognizes the value of
investing in employee health and providing fair, competitive
benefits while controlling cost

» As previously noted, employee representatives will have an
active role in designing the cost-effective benefit programs
and offerings that ensure the needs of Michigan’s public
employees are met

» Lower overall cost translates to lower employee costs and
» Lower overall cost helps retain jobs and benefits

 The program is not a take away, rather, it's a way to
aggressively manage the costs of health care while
continuina to nrovide hiah-aualitv henefits and save iohs



Another myth is that the program will destroy collective bargaining

« But both the white paper that was published several weeks
ago detailing the proposal and the legislation show that
this is not correct.

* Rather, the program will preserve collective bargaining on
the selection of plans to be offered, premium cost share
and eligibility

* The program retains a union voice in the design of benefit
plans as the proposal calls for 4 employee and 1 retiree
representatives to be on the M| Health Benefits Board

» While this process is a change for some, it does not
represent a change for many because today there are
many local unions that do not negotiate plan design but
rather negotiate which plans will be offered from the plans

made available by an insurance carrier >



Myth: Medical provider selection will be limited

Fact: Given the size of the program, it is expected that
most medical providers will opt to participate

» Employees will then select the health care providers that
best meet their needs, just the same as today
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Myth: the value of pooling mazes out at 20,000 participants

Fact: The leverage from purchasing pooling continues to
grow as the size of the pool increases — yes, it caps out at
some point, but recognizing that large private companies--
with purchasing pools approaching 1 million--are able to
get better pricing than their smaller counterparts, there is
plenty of opportunity to produce savings in Michigan’s
public sector from larger purchasing pools

* Risk pooling, on the other hand, does max out at a
lower threshold as the demographics of the pool get
closer to the demographics of the general population

* The MI Health Benefits Program will gain the most from
purchasing pooling, not risk pooling
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Myth: Michigan should wait to see what happens on
Capitol Hill

Fact: The federal plan will focus on getting coverage for
the un and underinsured and also on making sure that
small employers are able to provide health care benefits to
their employees

» The MI Health Benefits Program is an employer-based
program

» The federal plan will retain employer-based health care

» Waiting longer is not an option
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Myths — Puts state government between patients and their doctors and

mandates the use of “clinical advocates” with wide-ranging powers

Fact: NOTHING could be further from the truth, and whomever crafted that
myth is sorely misguided

Clinical advocates work for the patient; ensuring the correct diagnosis
and regimen of care — if and when the patient requests this “second
opinion”

Clinical advocates make recommendations ONLY — they do not

approve or reject treatment plans; patients and their doctors then
evaluate the recommendations and decide the course of action

Why are clinical advocates valuable? Recall that it was mentioned
earlier that empirical evidence shows that patients do not get the
correct diagnosis up to 20% of the time and then do not get the best
treatment plan up to 60% of the time; given those statistics, you can
determine for yourself the value of a second opinion provided by a
clinical advocate.

And finally, federal law protects employee health care records and
prohibits employers from gaining access to those records, so the state
as an employer cannot come between a patient and his/her doctor
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Myth: the state can’t compete with private insurance
companies

Fact: actually that statement is probably accurate, what's
inaccurate is the assumption that the state is considering
competing with private insurance carriers, because that is
certainly not the case

» Rather, the state and the MI Heath Benefits Board will
contract with and leverage the core competencies of
private insurers, which will negotiate discounts and
process claims
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Myth: the program will limit competition

Fact: Once the plan designs are finalized, a competitive
RFP process will take place

 All health plans and 3"9-Party Administrators that do
business in Michigan will have a fair and equal chance
to bid on the business

» Competition will remain an important factor in managing
costs going forward
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For the past several weeks, this truck has been parked in
front of the Capitol in Lansing, spreading falsehoods and
misinformation about the program

Let’'s see how
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The rolling billboard indicates that Speaker Dillon’s
proposal is Mandatory

« But that is not correct — House Bill 5345 contains an opt-
out provision that will be available to all public
employers that can demonstrate that their health care
costs are less expensive than they would be under the
MI Health Benefits Program
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Further, the health benefits provided to public employees
today are through an employer program or plan

» This would be the same going forward

 That is, health benefits would continue to be
administered through an employer program

« Even though in this case the employer is in the public
sector, this does not make this a government-run plan
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And, finally the program will save between $700 million
and $900 million per year — it will not increase the financial
liability for taxpayers

* The money to pay for the program will come from the
participants — that is local public employers will pay
health benefit premiums to the state, so the state is not
taking on more cost nor is the state increasing its
financial liability

» Local public employers pay for health care benefits
today, just as the state pays for health care benefits for
those who work directly for the state — all of this will stay
the same except that the amounts paid will be lower
than what is currently paid
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Here’s a revised version of the rolling billboard, and this
one boasts correct statements:

* On the left, it now says,
» Speaker Dillon’s Michigan Health Benefits Program

* And on the right, it says
» “Taxpayer Savings”
e “$700 Million to $900 Million per year”
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The MI Health Benefits Program is just one of many
transformational reforms needed to get Michigan back on
its feet.

For more information on the program, we encourage you
to visit the website;

www.newideasformichigan.org

Thank you.
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