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CalPERS faces some key challenges & opportunities over the next 3-5
years








Unsustainable healthcare cost trend
Aging population with high health risk
Fiscal constraints
Future Affordable Care Act provisions
Procurement of HMO & PPO contracts
Changing marketplace (Integrated care, value based benefit
designs, reference pricing, bundled pmts.)
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Historical growth of CPI+5% shows it will take significant savings to bend
the trend
CalPERS future healthcare cost by growth rate¹
$ billions
$800 million annual
savings required to reach
CPI+3% by 2015

Historic growth rate
(CPI+5%)
$0.8

$0.4
$0.4

CPI+3%
CPI+2%
CPI +1%

1 CPI is 2.8%; from 1995-2010 CalPERS cost have grown at ~8% or CPI +5%; growth rates extrapolated on 2010 cost base of $6.3 billion
SOURCE: CalPERS Thomson Reuters HIP Executive Report (Mar 24, 2011); Bureau of Labor Statistics; team analysis
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The Health Benefits Purchasing Review methodology - market scan to
strategies

Market Scan
Stakeholder Feedback

Surveys

Mar.. … June

July

• Member
• Employers

• Employers
• Health Plans
• Constituent Groups
• Other Stakeholders

Aug

Oct

Sept

Nov

Board
Workshop

Dec

Jan

Presentation
Of Outcomes
To Board

Project
Kick Off

Develop Model Strategies
• Alternative Benefit Designs
• Alternative Purchasing Strategies
• PEMHCA Implications
• Stakeholder Discussions
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Surveys achieved statistically significant sample sizes across major
demographic segments

PA Employer
Responses

Member
Responses

363

4,900

Pension Only
(52%)

(51%)

Member survey achieved
statistically significant
samples for various
demographic groups:
▪ Plan type
▪ Plan tier
▪ Retiree v. active
▪ Health status
▪ Age
▪ Gender
▪ Income

State

Health
Contracted

Public Agency
(49%)

(48%)
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Survey: Member Preferences

Conjoint analysis identified four specific member segments
Conjoint segments
Percentage of respondents in each segment, N=4,900
Monthly premium
only (36%)

Risk averse
(26%)

Minimize total
costs (19%)

I want MY
doctor (19%)

▪

Monthly premium
dominates decision

▪
▪

All costs are important

▪
▪

All costs are important

▪

▪
▪

Choice is a non-factor

▪

Might respond to:

▪

Might respond to:

Maximize access to
specific providers
(hospitals, doctors,
and specialists) with
few/no restrictions

▪

Might respond to:

Might respond to:

– Tightly managed
options with low
up-front cost

Out-of-pocket max
most important

– Tightly managed
options with no
out-of-pocket max

– Basic, essential

Some choice is
important

– Narrower benefits
with affordable Rx
and co-pay

– Broad HMO

coverage only

network

Prefers less control / options

– Plans with more
generous out-ofnetwork coverage

Prefers more control / options

SOURCE: CalPERS Health Benefit Survey (July 2011): conjoint results
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Survey: Member Preferences

Conjoint shows that members value lower premiums more than any other
attribute
Derived importance
Stated importance

Importance of plan attributes
Average points allocated out of 100
Plan attributes

Attribute importance

Monthly premium

14

Choice of own doctor

22

12
11
12
12
10
11
10
11

Out of pocket max
Rx plan
Hospital co-insurance
Office visit co-pay
Annual deductible

35

19
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▪

For most attributes, survey
results on importance were
very similar between stated
and derived values

▪

Two significant differences:

– Downplayed sensitivity of
monthly premiums

– Overstated importance of
doctor choice

▪

The importance of monthly
premiums is consistent
among employer types

13

Note: Derived importance is determined from the utilities developed via the conjoint exercise; Stated importance based on how many points out of
100 members allocated to the importance of each attribute
SOURCE: CalPERS Health Benefit Survey (July 2011), conjoint results, QB2
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Employer Costs Concerns

Pension-only employers cite cost as main factor in not contracting w/
CalPERS for health
Details to follow

… However, several factors led to their decision to not
contract with CalPERS for health benefits
% of respondents

48%

of respondents
considered
purchasing
CalPERS health
benefits …

46

Too expensive

39

Retiree health benefits required

11

Not familiar with CalPERS offering

7

Lack of selection

5

Other benefit needs

18

Other

Source: Survey of CalPERS Employers not Contracted for Health (August 2011)
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Employer Costs Concerns

Due to cost concerns, pension-only employers report they will not
sponsor retiree health
Responses to plans for future offering of retiree health benefits
% of total responses, N=158

100
40

31
16

Total

Do not offer

Phasing out

13

Offer, but do
not contribute

Will continue
to offer and
subsidize
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Employer Costs Concerns

Low cost and convenience are CalPERS key advantages for retaining
public agencies
Reasons why employers choose CalPERS health benefits
Percent of respondents (could select one or more), N=175
Convenience of obtaining retirement and
health benefits from the same organization

63
52

Cost advantage

41

Wide range of plans available

41

Reputation of CalPERS

29

Customer service for your members
Customer service for your organization

27

Easy to understand pre-selected plans

23

Apprehension about having to wait 5 years
to return to CalPERS if we leave

23

Note: Other answers selected or written in by 5% or less of respondents were: continuing with the same program, good quality
coverage/benefits, CalPERS negotiating power with providers, labor agreements/organization requires affiliation with CalPERS.
Source: CalPERS Employer Health Benefit Survey (July 2011), QF4.
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Employer Costs Concerns

Employers are concerned about chronic conditions among employees
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Health & Wellness

Over 70% of members reported some type of chronic condition or major
health risk factor
Prevalence of chronic conditions and health risk factors
Percent of members self-reporting
N= 4,900

47

Considered myself overweight

29

High blood pressure
High cholesterol

24

One or more chronic conditions (e.g., diabetes,
asthma, arthritis, or heart disease)

23
13

Often felt unhappy or sad

6

Smoked or used tobacco products

24

None of the above statements applied to me

5

Prefer not to answer
SOURCE: CalPERS Health Benefits Survey (July 2011), QF12
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Health & Wellness

Over 80% of members with risk factors are not using existing programs to
improve their health1
Enrollment in obesity/weight loss programs Enrollment in tobacco cessation
Percent of people who consider themselves
Percent of people who self-identify as
overweight
having smoked or used tobacco products
N=2,142

N=287
100% =

Not enrolled

Enrolled

100

100%

87

Not enrolled

13

Enrolled

Obesity or weight
loss program

84

16
Tobacco
cessation

1 Based on percent of people who self-identified as considering themselves overweight and also said they had enrolled in an obesity of weightloss program
SOURCE: CalPERS Health Benefits Survey (July 2011), QC4
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Health & Wellness

Willingness to engage in health management jumps from 50% to 90% with a
monthly incentive of $20
Members response of “definitely will” to varying incentive levels for participation
in a health management program
Percent of respondents
N= 4,900
1

3

5

100

40

51

No incentive

$20

$50

$100

Level of monthly incentive

Unwilling to
participate

Total

Note: Over 70% of public agency employers would support increasing premiums on smokers, but are split on supporting the same increase for
non-adherence to health management programs
SOURCE: CalPERS Health Benefits Survey (July 2011), QD1, QD2, QD4
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Initiatives

Multiple strategies will engage participants across the healthcare
ecosystem
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