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METROPOLITAN KING COUNTY COUNCIL

COMMITTEE OF THE WHOLE
Staff Report 

AGENDA ITEMS:  6, 7, 8
DATE:  May 31, 2005
PROPOSED NOS:  2005-0156, 0157, 0158
PREPARED BY:  David Randall

SUBJECT:  MOTION 2005-0156 approving the Business Case for the King County Health Reform Initiative.
SUBJECT:  MOTION 2005-0157 approving the Business Case of the Benefit Health Information Project.

SUBJECT:  MOTION 2005-0158 approving the progress report on the creation of the regional health partnership.
SUMMARY:
In response to rising employee health care costs and in preparation for a new employee health benefit package, the executive requested in the proposed 2005 budget to significantly increase funding for employee benefits programs.  The executive proposed increases for the following employee benefits programs:

· Expansion of the health reform initiative;
· Creation of the benefit health information project; and

· Continued funding of the regional health partnership.

Council approved funding for these programs, but was concerned over their costs and whether the programs would be cost-beneficial.  Therefore, the Council requested, per two budget provisos, that the executive transmit business cases for the health reform initiative and benefit health information project (Ordinance 15083). In addition, the Council requested that the executive transmit a progress report on the regional health partnership (Motion 12023).
In response to these Council requests, the executive has transmitted the following policy motions:

· Health Reform Initiative Business Case, Proposed Motion 2005-0156.  This business case describes the new employee health benefit programs and how much each program is expected to reduce the growth trend in county employee health care costs.   If this proposed motion is approved, $200,000 in appropriations authority for the Employee Benefits Fund would be released.
· Benefit Health Information Project Business Case, Proposed Motion 2005-0157.  This business case describes the new technology project that will automate the open enrollment process and provide health information to employees via the Web.  If this proposed motion is approved, $2,983,162 in appropriations authority for this capital technology project (Project 377143) would be released.
· Regional Health Partnership Progress Report, Proposed Motion 2005-0158.  This document provides a progress report on the Puget Sound Health Alliance.

The Committee of the Whole received a briefing on the executive’s health reform initiative on March 28, 2005 and discussed Proposed Motions 2005-0156, 2005-0157, and 2005-0158 on May 23, 2005.  In addition, in response to a request from Councilmember Irons, several council members received a briefing on the Benefit Health Information Project on May 27, 2005 (the PowerPoint used for this briefing may be found as Attachment 8.  And the Labor, Operations and Technology Committee discussed Proposed Motions 2005-0156, 2005-0157, and 2005-0158 on April 12, 2005.
BACKGROUND:

Description of King County Health Reform Initiative
As the following chart displays, the initiative has an external regional strategy and an internal county government strategy.  The regional strategy is coordinated by the Puget Sound Health Alliance.  The internal strategy is led by the Department of Executive Services through a Program Director and consists of two projects: the Benefit Policy and Program Development Project and the Benefit Health Information Project.






The first strategy is the executive’s regional strategy to address health care quality and cost issues.  In 2004, the executive created the Health Advisory Task Force to advise him on how best to improve health care in the Puget Sound region.  The task force recommended creation of a new non-profit organization to provide the leadership necessary to ensure that stakeholders in the health care delivery system—employers, health care professionals, health plans and consumers--work together to improve health care delivery.
Council approved the final report from the King County Health Advisory Task Force that included a recommendation to create such an organization (Motion 12023).  As part of Motion 12023, Council requested that the executive transmit a progress report on the non-profit organization and its ability to attract funding.  The executive has transmitted this progress report to Council (Proposed Motion 2005-0158).
The second strategy is the executive’s internal county government strategy to reduce the health care cost trend.  This internal strategy contains two projects: the Benefit Policy and Program Development Project (BPDP) and the Benefit Health Information Project (BHIP).  Both projects will be governed and overseen by the King County Health Reform Initiative Governance Structure.  The County Executive is the executive sponsor and the County Administrative Officer is the program sponsor.  There is a steering committee for the two projects and a policy and oversight committee.

· The BPDP develops and recommends policies for health benefits that will reduce the health care cost trend and improve quality.  The BPDP also develops disease management, case management, provider network, health education, health risk assessment and nurse telephone line services.  These programs will be developed by consultants and will include vendor performance guarantees.   These programs are consistent with the recommendations of the Health Advisory Task Force as presented in their preliminary and final reports that were adopted by Council.

The executive has directed that this project is to reduce the county’s health care cost trend by $40 million during 2007 through 2009.  The JLMIC has identified $32.8 million in savings, but is still in negotiations to determine how to best address the final $7.2 million in savings.  The disease management, case management, provider network and nurse line are estimated to produce $14.3 million; the health education and health risk assessment are estimated to produce $18.5 million.
· The BHIP is a technology project that will implement the new health benefits package and services.  This project will automate the current paper-based open enrollment process and develop a Web portal for the health education and disease management programs.  The project evaluated four alternatives and determined that implementing the PeopleSoft software suite of benefit products (eBenefits module) is the most cost-beneficial option.
This project will cost $4.4 million, which includes a 20 percent contingency fund.  The project began in April 2005 and complete after open enrollment in December 2006.  The project consists of a pilot project to test the software in 2005 before final implementation in 2006.
This project is aligned with the following policy and planning documents:
· Department of Executive Services’ Business Plan;
· King County Revised Strategic Plan;
· Accountable Business Transformation Program’s Vision and Goals Statement

· County policy to implement PeopleSoft countywide (Motion 12024).
· County policy that an efficiency technology project be based on a sound business case that documents cost savings.  The BHIP is categorized as an efficiency technology project and the Project Review Board and Council staff have determined that the BHIP project is based on a sound business case that has identified cost savings.

ISSUES:

Proposed Motion 2005-0158 (Puget Sound Health Alliance)
Proposed Motion 2005-0158 would approve a progress report on the Puget Sound Health Alliance.  Council’s intent in requesting this progress report was to monitor that the newly created Puget Sound Health Alliance received appropriate matching funds from entities other than King County.
The Puget Sound Health Alliance has received appropriate matching funds.  The Puget Sound Health Alliance currently has 49 members, in addition to King County, and they have committed $1.05 million in funding for the Puget Sound Health Alliance, in addition to King County’s $200,000 contribution.
Proposed Motion 2005-0157 (Benefit Health Information Project)
Proposed Motion 2005-0157 would approve a business case for the Benefit Health Information Project.  This project is consistent with county technology policies.

Issue:  Fit with the Accountable Business Transformation Program.
Both the Accountable Business Transformation (ABT) Program and BHIP require an upgrade to the current Peoplesoft software version 8.9.  The executive has proposed that each project be overseen and governed separately.  The risk of separate governance is that the business practices and software versions among the two projects would not be compatible.

After Council staff discussions with executive staff regarding this issue, the executive has responded by amending the Benefit Health Information Project Charter to provide a link to ABT program governance.  The BHIP Steering Committee has already approved the amendments.   The executive has also agreed to amend the ABT Program Charter with similar language. The ABT Program Charter has been amended to include the following:
“The Operations and Change Management Committee will serve as the link between the ABT and the Benefit Health Information Project (BHIP).  This committee will be briefed on the overlapping schedules and the resource plans of the two projects and will escalate any issues to the appropriate ABT governance committee in conformance with this charter.”
Option One: Approve business case.  Since the last committee meeting, the executive has amended the BHIP project charter to reflect coordination between the ABT and BHIP projects.
Option Two: Delay approval of the business case.  Under this option, Council could continue to further understand how the BHIP project will coordinate with the ABT program (currently being discussed in the Budget and Fiscal Management Committee).
Proposed Motion 2005-0156 (Health Reform Initiative)
Proposed Motion 2005-0156 would approve a business case for the Health Reform Initiative.   This business case provides a description of how the Health Reform Inititative Program was developed, discusses the new Healthy Incentives benefits program, summarizes overall health care trend reductions and presents cost-benefits for each project developed by Mercer Human Resources Consulting.  The executive expects county benefit costs to increase from $144 million in 2005 to $219 million in 2009 if no action is taken to reduce this trend.  The business case states that one goal of the program is to reduce the health care trend by one-third which equates to a $40 million reduction.  Therefore, if the program is successful, the county should spend $155 million on benefits in 2009.  Another program goal is to improve the health of county employees and the executive will be developing performance measures so that one can evaluate whether the program is successful in meeting this goal.
Issue:  Measurement of Initiative Costs and Benefits.
As Table One illustrates, the Council approved $5.34 million in the adopted 2005 budget for the Health Reform Initiative Program.  Funding was conditioned upon Council approval of the business cases to justify the program.
Table One

Health Reform Initiative Program Costs 2005

	
	2005 Adopted
	2005

Revised
	Difference

Adopted/Revised

	Health Alliance 
	 $200,000 
	 $200,000 
	 $0 

	Benefit Health Information Project 
	 $3,883,162 
	 $1,802,641 
	($2,080,521)

	Health Reform 
	 $1,257,000 
	 $2,275,526 
	$1,018,526

	Annual Totals
	 $5,340,162 
	 $4,278,167 
	 $1,061,995 


As a result of completing the benefit health information project business case, the executive has determined that the benefit health information project will need $2.08 less than expected.   The executive will request reallocating these project funds in the second quarter 2005 omnibus legislation that will be discussed in the Budget and Fiscal Management Committee.   The executive proposes to reallocate the $2.08 in BHIP savings as follows.
· Add $1.02 million to the health reform initiative for the following:

· Consulting assistance for program development and analysis for $456,526

· Creation of a measurement and evaluation unit for $325,000; and
· Expanded communication, education and outreach for $237,000.
· Reallocate $1.06 to the employee benefits fund balance.

The executive began implementation of the health reform program before an evaluation framework was developed.  The executive is currently in the process of developing a research design for measuring and tracking the contribution of each program towards the county’s overall goals of lower cost increases and better employee health.  These measures will be essential to determine if the programs were successful.  The executive’s goal is to have a set of measures developed by the end of the second quarter 2005.

Council may want to review how the program will be evaluated to determine if the program is successful in meeting its goals.  The Council may choose from the following two options:
Option One: Approve business case.  This option would trust the executive to develop an appropriate evaluation framework
Option Two: Approve business case and amend the motion to request the executive to provide a progress report to Council.  The progress report would describe the measurement and evaluation framework and provide the baseline employee benefit costs from which future efforts to achieve savings will be measured.  The progress report could be prepared by executive staff or a consulting firm.  The executive supports this option.
AMENDMENT:

There is one amendment attached that would replace the business case attached to Proposed Motion 2005-0156 with a revised business case.  The revised business case adds a table of contents and displays costs in a more descriptive manner.

ATTACHMENTS:

1. Proposed Amendment to Proposed Motion 2005-0156

2. Proposed Motion 2005-0156

3. Transmittal Letter, dated April 1, 2005

4. Proposed Motion 2005-0157

5. Transmittal Letter, dated April 1, 2005

6. Proposed Motion 2005-0158
7. Transmittal Letter, dated April 1, 2005

8. Council BHIP Briefing, dated May 27, 2005
INVITEES:

1. Caroline Whalen, Deputy County Executive, Department of Executive Services (DES)

2. Cindy Lee, Benefits and Retirement Manager, DES

3. Kerry Schaefer, Health Benefits Manager, DES
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� Currently, the Budget and Fiscal Management Committee is discussing Proposed Motion 2005-0171 which would approve the business case and program charter for the ABT program.






