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METROPOLITAN KING COUNTY COUNCIL

LABOR, OPERATIONS AND TECHNOLOGY COMMITTEE

Staff Report

AGENDA ITEM:  7
DATE:  October 11, 2005
BRIEFING:  2005-B0125
PREPARED BY:  David Randall

SUMMARY:

Similar to other large employers, King County continues to experience significant annual increases in employee benefit costs.  The executive estimates that total employee benefit costs (i.e., health and life insurance) over the next five years will increase from $144 million in 2005 to $219 million in 2009.  At this rate of 11 percent annual increase, employee benefit costs will double in seven years.  The executive has stated that this level of increase in employee benefit costs is unsustainable and will result in a financial crisis for the county if no strategy is developed and implemented.

The key driver to the rate of growth in employee benefit costs is the cost of providing employee health benefits.  Specifically, of the total benefits cost of $144 million in 2005, $107 million is the cost for medical, surgical, and prescription drug claims for the County’s full-time employees and their dependents.  In 2004, the King County Auditor found that the average annual growth since 2000 in employee health benefit costs has been 17 percent.  Consultant analysis requested by the executive last year estimated employee medical and prescription benefit costs will increase 12 and 16 percent, respectively, each year over the next five years.  
In an effort to reduce the rate of growth in employee health care costs, the executive created a health reform initiative program.  This program will be included in the next benefits package, covering the period 2007 through 2009.  In addition, some pilot programs will be implemented in 2006.  The goal of this program is to improve the health of county employees and to reduce the county’s health care cost trend by $40 million for the period of 2007 through 2009.  The Joint Labor Management Insurance Committee (JLMIC) has approved this program including the goal to reduce $40 million.  
On May 31, 2005, the Council approved a business case for the health reform initiative program (Motion 12131). 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.  

In this motion Council requested that a program evaluation plan be sent by September 1, 2005 that describes the research design and performance measures, the baseline employee benefit costs, the approaches to data collection and analysis, and the proposed timeline for reporting each year on the achievement of annual targets.  The motion also requested that a program charter be sent to Council by September 1, 2005, if a measurement and evaluation unit is created.  Council approved creation of a measurement and evaluation unit for the health reform initiative in the second quarter omnibus legislation, therefore, a program charter is requested to be sent to council.

The executive has complied with Motion 12131 and has sent to Council a measurement and evaluation report and a program charter.  
The full text of the request included in Motion 12131 is as follows:

“By September 1, 2005, the executive is requested to provide a program evaluation plan for the King County Health Reform Initiative. The plan shall be prepared by a consulting firm and concurrently submitted to council and the Health Reform Initiative policy oversight steering committee. The plan shall include a description of the research design and performance measures that will be used to evaluate the contribution of each program towards the county's overall goals of improving employee health and reducing employee health benefit costs. The plan shall include baseline county employee benefit costs, the approach to data collection and analysis, and the proposed timeline for reporting on achievement of annual targets for the four-year period 2006 through 2009. If a new evaluation and reporting unit is proposed by the executive and approved by the council, a revised King County Health Reform Initiative Program Charter reflecting this change shall be submitted to council. The program evaluation plan must be filed with the clerk of the council, who will retain the original and will forward copies to each councilmember and to the lead staff for the labor, operations and technology committee and the budget and fiscal management committee.”

ATTENDING:

1. Karleen Sakumoto, King County Health Reform Project Director
2. Judith Clegg, President, Clegg and Associates, Inc.
3. James Andrianos, President, Calculated Risk, Inc.
ATTACHMENTS:

1. Transmittal Letter, dated September 1, 2005

2. Measurement and Evaluation Design Report
3. Transmittal Letter, dated September 21, 2005

4. Measurement and Evaluation Charter
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