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Another View

Lowering health care costs by empowering employees 

By BOB ZIEGELBAUER

Posted: Oct. 27, 2007
How about this for irony? 

If there is one perfect place to demonstrate the power of the private-sector marketplace and its effect on the cost and quality of health care, it is in the public sector in Wisconsin. That's what we've learned in Manitowoc County, and we're eager to spread that word to public employees and taxpayers across Wisconsin.

As I took on the role of county executive in early 2006, I encountered what many in local government had experienced for the past decade: exploding health care costs that threatened to sink the ship. Insurance premiums for our 600 employees were doubling every five or six years, approaching $20,000 a year per employee. Personnel costs were growing faster than double the rate of inflation at the same time revenue was lagging. 

If something didn't change, and soon, Manitowoc County government would have been forced to make wholesale cuts among the very employees it depended on to provide important services. I made a vow that no matter what we did, in five years the county's health insurance bill would not be $40,000 per employee. And we would not wait around for Congress or the next president to save us. We took charge of our own destiny.

First, we explored the predictable approaches: increasing the employee share of premiums and top-down managed care. The constraints of collective bargaining in the public sector made those options nearly impossible to accomplish in a way that made any sense. (That's a story for another time.)

Next, we decided to pursue a radical new course. We asked our insurers for quotes on a health savings account-based, high-deductible program. Using HSAs, employees control their own health care decisions and get to keep (tax-free) any money left in their HSA not used for health care expenses. 

The quotes blew our minds: cost savings of more than $7,000 per year on a family plan and better coverage than the current plan. We were able to offer our employees $3,000 in a fully funded health savings account. This account became their personal property, and with the money the county saved, we also eliminated more than $4,000 in employee costs for co-pays or premiums. 

All that, and we were still able to save taxpayers nearly $2,600 per family plan. In addition, our plan includes free preventative care and gives financial incentives for participating in a variety of wellness programs, ranging from health assessments to weight loss and smoking cessation.

Suddenly, we were back in business. Taking advantage of the dynamics of the marketplace has reduced 2008 county health care costs by more than a half-million dollars from 2006. Rates reflect the emphasis on prevention and wellness, financial incentives to save and, most important, the market power placed in the hands of individual employees who will now make decisions based on their own best interests.

Why does this work so well in the public sector? Simply put, it's a matter of scale. Government spends more, so we can save more. The key dynamic of the high-deductible plan is not in an incentive to defer care; remember, preventative care is free.

The power of the plan is in empowering the insured. It is the power of individuals making decisions affecting their own lives with their own money. Because we all have so much at stake, we are aggressively educating employees to make them healthier people and better consumers.

The moral of our story is that our employees are healthier, wealthier, more knowledgeable and happier because of our health plan. At the same time, costs are contained for our taxpayers now and into the future.

Despite how often the phrase is used, and how rarely it's true, this actually is a win-win. 

Bob Ziegelbauer is Manitowoc County executive and a Democratic state representative from the 25th Assembly District.
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Editorial: Tinkering won't do; the time is ripe for real reform 

A recent report from a national business panel underscores the need to overhaul health care. And Healthy Wisconsin is as good a place to start as any.

From the Journal Sentinel 

Posted: Oct. 27, 2007
Many if not most Assembly Republicans probably figured - with no small amount of relief - that a wooden stake had been driven through the heart of the Healthy Wisconsin plan after one of the Senate's Democrats, Jim Sullivan of Wauwatosa, publicly pronounced it dead.

But that turned out to be premature, and not just because one of Sullivan's colleagues, Sen. Jon Erpenbach (D-Middleton), said so. The clincher may have come when an unlikely group, the Committee on Economic Development, which includes business executives from some of the country's largest corporations, recently concluded that the current system of providing health insurance through employers is failing and should be scrapped for one that provides universal coverage.

Universal coverage was one of the tenets of Healthy Wisconsin and its most notable predecessor, the Wisconsin Health plan. And rightly so, since this is the only way to guarantee that everyone will be covered.

So while Assembly Republicans were right to insist that Healthy Wisconsin did not belong in the 2008 state budget, the plan, while not perfect, has enough merit that it shouldn't be buried. It must be put back on the table and thoroughly vetted as a starting point for health care reform.

The Committee on Economic Development believes in giving consumers more choice in health plans and increasing competition among health insurers and providers. 

But as the Journal Sentinel's Guy Boulton noted in an article last week, the committee also backed some of the core ideas of the controversial Healthy Wisconsin plan (www.jsonline.com/677112). Good ideas, in our estimation, worth seriously exploring if legislators are intent on reforming a system many agree is fragmented and hopelessly broken.

Ideas such as establishing a system of mandatory coverage in which the government would provide everyone with a fixed-dollar credit to buy insurance from a menu of approved health plans with the option to buy more coverage with their own money.

And prohibiting insurance companies from cherry-picking their clients by setting rates based on age or health - such as pre-existing medical conditions.

In the committee's words: "Insurers can make more money by avoiding enrolling sick persons than by finding better ways to treat them."

But most telling is that the committee, a research and policy organization, ended up supporting one of the elements of the Healthy Wisconsin plan that seemed to particularly rile Republicans and their business allies, including Wisconsin Manufacturers & Commerce. Namely, financing the new health care system through payroll or other taxes.

Opponents of Healthy Wisconsin called it "a jobs killer" and argued the payroll tax and estimated $15.2 billion first-year cost would thwart expansion by existing state businesses and scare away others.

While that was certainly a rational argument, why did the new tax, payroll or otherwise, get the support of the Committee on Economic Development, which addresses "national priorities that promote sustained economic growth and development"?

Because as onerous as a new tax, especially a payroll tax, may be, the committee realized that the current system actually may be costing businesses more in the long run because of the rapidly rising cost of providing employer health coverage.

The committee said: "The cost of insurance is rising faster than wages, or total income in the economy - which is not sustainable. U.S. businesses' insurance costs make them less competitive in world markets and depress cash wages."

That was one of the arguments advanced by Senate Democrats, who approved the Healthy Wisconsin plan earlier this year. It's the argument made so eloquently and compellingly by David Riemer, one of the authors of the Wisconsin Health plan, who also helped put together the Healthy Wisconsin plan.

To be sure, there are differences. Healthy Wisconsin proposed that, as one option to consumers, the state set up a plan similar to Medicare. In contrast, the committee argued that a single-payer, Medicare-type plan run by the government would not work.

Rather than fearing more government involvement, as most state Republicans regrettably do, the committee plan, like Healthy Wisconsin, would lead to more involvement, which makes the most sense for everyone. The committee wants the federal government to set up "regional exchanges" as consumer points of entry to choose private insurance plans. The plans would have to meet standards to protect consumers and ensure comprehensive coverage and quality. The exchanges would be supervised by an independent entity modeled after the Federal Reserve.

In short, a problem this serious requires bold thinking and being open to bold ideas like those above while also agreeing on fundamental, common-sense goals: 

Such as requiring everyone to have insurance; making insurance affordable while giving consumers the choice to buy more; using tax incentives to help small businesses provide coverage; prohibiting insurers from discriminating based on age or health while allowing insurers to allocate or spread their risks; using incentives to encourage everyone to regularly seek medical care while also stressing prevention and much better management of chronic disease.

We've long said this won't be fixed by tinkering, almost the same language used by the committee. So let's get started. 
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