
 

Health Care Advocacy Committee Report  (2/17/15) 

 

 The cost of our health insurance premiums has been increasing at an 

alarming rate (8% in 2014, 10% in 2015), and the HCAC has spent several 

meetings exploring ways to contain or reduce these costs.  

 

 The current system is quickly becoming unsustainable.  This is evident from 

the following three considerations.   

 

 THE PREMIUM PAID BY EMPLOYEES WITH DEPENDENTS HAS 

ALREADY BECOME UNAFFORDABLE FOR MANY.  The premium for an 

employee with one dependent averages about $600 per month or $7,200 per year.  

The premium for an employee with two or more dependents averages about $650 

per month or $7,800 per year.  Those amounts are even more alarming when one 

considers that over a quarter of IWU employees make $40,000 or less per year. 

 

 THE PREMIUM PAID BY THE UNIVERSITY IS BECOMING 

PROHIBITIVELY EXPENSIVE.  The university pays much more toward medical 

insurance premiums than employees do.  Last year the total cost of IWU’s health 

insurance program was about $7.5 million.  Over $5 million of that amount was 

paid by the university, not by employees.  That means that this year’s 10% increase 

is costing the university an additional $500,000.  Furthermore, that $500,000 is 

coming out of the same pool that pays salaries and other benefits, thereby crimping 

the university’s ability to improve salaries and other benefits. 

 

 THE IMPENDING EXCISE TAX IMPOSED BY THE AFFORDABLE 

CARE ACT ON SO-CALLED CADILLAC MEDICAL PLANS IS SCHEDULED 

TO BEGIN IN 2018.  A study commissioned by the university in 2012 (by Towers 

Watson) estimated that IWU would have to pay an excise tax of $536,000 in 2018, 

rising quickly to $1,160,000 by 2021 and increasing thereafter by approximately an 

additional $300,000 per year.  Put another way, the university is about to incur an 

entirely new expense of half a million dollars that will quickly rise to over a 

million dollars per year.  And those projections were conservative, based on an 

annual increase in premiums of 7% compared to this year’s actual 10%. 

 

 What can be done about this “perfect storm” that is about to hit?  The HCAC 

is painfully aware that if we do not find ways to reduce health care costs, others 

responsible for the financial well-being of the university will need to act.  Of 

course we would strongly prefer that the solution to this dilemma come from 

within our campus community. 



 

 On November 11, 2014 the HCAC had a preliminary meeting with 

representatives from the EIIA (Educational and Institutional Insurance 

Administrators) trust to which we belong.  This was a very general meeting to start 

exploring options.  On January 20, 2015, at our invitation, representatives of EIIA 

returned to make a more detailed presentation of our options. 

 

 They suggested three small actions that we recommended the university 

investigate immediately.  1)  Explore the possibility of offering more clinical 

services on campus for employees who, for example, have only a minor medical 

problem or need an immunization or a prescription refilled.  Other members of the 

EIIA trust have had success with this approach, providing a convenient service and 

saving costly visits to a doctor at the same time.  2)  Investigate a “results-based” 

wellness program.  This means, for example, allowing Health Alliance and 

Humana to monitor individuals with chronic medical problems to make sure they 

are taking their medications.  This is a service that has always been available to the 

university, but we have not purchased it.  The HCAC was emphatic that this 

monitoring not become coercive or punitive as it has in some businesses.  It is 

hoped that this practice will prevent conditions like diabetes and high blood 

pressure from escalating or requiring trips to the emergency room.  3) Align our 

enrollment period with the date when new rates become effective.  This would not 

give us any instant savings, but it would stop the August surprises.  And it would 

allow us to collect more consistent data based on January 1 to December 31. 

 

 That leaves the biggest and most controversial steps still undecided.  It must 

be emphasized that we are proceeding with extreme caution to consider these 

further measures.  Nothing, absolutely nothing, has been decided about the 

following. 

 

I.  WE CAN RAISE THE “ATTACHMENT POINT” OR “STOP LOSS 

DEDUCTIBLE” OF OUR REINSURANCE FROM $50,000 TO $100,000.  The 

trust is very enthusiastic about this option; we are not.  Currently the university 

pays the first $50,000 of a claim; then the reinsurance kicks in and pays the 

balance of a claim.  Of course reinsurance is expensive.  We could purchase it 

more cheaply if we raised the attachment point, but we did that last year, and it 

seems to have cost us more than it saved us, though we have yet to achieve clarity 

on that point.  This will be a hard sell with the HCAC, and we will need better data 

before we can make an intelligent recommendation. 

 

II.  WE CAN CHANGE OUR TPAs (THE THIRD PARTY ADMINISTRATORS) 

WHO ACTUALLY ADMINISTER OUR PLANS.  Currently we have two, Health 



Alliance and Humana.  The trust recommends that we employ only one.  They 

advise us to decide which one by interviewing several to find out which one gives 

the best service and, most importantly, negotiates the largest discounts with 

medical providers.  The trust is presently attempting to determine the discount rates 

of various TPAs.  They are setting up a meeting with the HCAC and several TPAs 

to occur throughout the day on March 3.  Choosing one TPA (or making some 

change in the two we employ) could save us a considerable amount, chiefly due to 

the variation in discount rates. 

 

III.  WE CAN CHANGE OUR PLANS.  That brings us to the largest and, by far, 

the most controversial step we can take.  Whichever TPA(s) we employ will 

implement or follow any medical plan or plans we adopt.  At some point in the 

near future, if not in 2016, then almost certainly in 2017, we will have to change 

the medical plans we offer.  The trust has shown us data on several occasions 

clearly indicating that the only way to reduce costs sufficiently to avoid the so-

called Cadillac tax is to make substantial changes in our plan design (reduce it to a 

Chevy or a Ford, you might say). The biggest savings come, of course, from high-

deductible plans.  As most people know, these plans have become very popular 

among employers, especially since the passage of the Affordable Care Act.  Their 

obvious disadvantage is that they represent cost-shifting away from the employer 

onto the shoulders of the employee.  This disadvantage can be off-set at least 

partially if the new plan is combined with a tax-sheltered “health savings account,” 

and in the best scenario the employer contributes to that account.  There are claims 

that these plans encourage employees to become more prudent about spending 

their health dollars, but others say that employees end up neglecting their health to 

save money, which can actually cost more in the end. 

 

 We cannot emphasize too strongly how reluctant we are to change our plans.  

There is strong sentiment that if we do adopt a high-deductible plan, we still offer 

something closer to our current plan alongside it.  While we have sat through 

presentations explaining various plans, we have not even begun to discuss the pros 

and cons of those plans among ourselves.  We promise that this will be a slow, 

deliberative, thoughtful process.  And we will keep you informed and involved as 

it unfolds. 
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