
BENEFITS ADVISORY COMMITTEE 
MINUTES OF MEETING 
DECEMBER 2, 2010 
 
 [In these minutes: FDA Food Safety Modernization Act, Open Enrollment Update, 
Continued Discussion on Possible Health Care Benefit Changes]  
 
[These minutes reflect discussion and debate at a meeting of a committee of the 
University Senate; none of the comments, conclusions, or actions reported in these 
minutes represent the view of, nor are they binding on the Senate, the Administration, or 
the Board of Regents.] 
 
PRESENT:  Gavin Watt (chair), Pam Enrici, William Roberts, Dale Swanson, Sharon 
Binek, Jody Ebert, Jennifer Schultz, Sandi Sherman, Nancy Fulton, Joseph Jameson, 
Michael Marotteck, Amos Deinard, Judith Garrard, Richard McGehee, Fred Morrison, 
Michael O’Reilly, Theodor Litman, Rodney Loper, Dann Chapman 
 
REGRETS: Tina Falkner, Sara Parcells 
 
ABSENT:  Karen Lovro, Carl Anderson, Carol Carrier, Frank Cerra, George Green, 
Keith Dunder 
 
OTHERS ATTENDING:  Linda Blake, Karen Chapin, Ryan Gourde, Shirley Kuehn, 
Sheri Stone, Curt Swenson 
 
I).  Gavin Watt called the meeting to order and welcomed all those present.  For general 
information, Mr. Watt reported that the Senate passed the Food Safety Modernization Act 
earlier this week, which, in his opinion, is a good first step. 
 
II).  Karen Chapin provided the committee with an open enrollment update and noted that 
7,600 people made an affirmative benefit election in the system during the 2010 open 
enrollment period.  Employee Benefits handled 5,824 calls/emails during open 
enrollment.  Over 600 people also viewed the UMConnect open enrollment presentation 
on the Employee Benefits’ website.  Almost 3,000 people attended the benefit fairs and 
approximately 1,600 flu shots were given at the fairs.  As always, Employee Benefits will 
produce a detailed open enrollment report and share it with the committee after the first 
of the year, noted Ms. Chapin. 
 
A member requested Employee Benefits share with the committee flu shot statistics in 
terms of how many plan participants got flu shots.  Ms. Chapin stated that Employee 
Benefits will query the plans and collect this information and bring it back at a future 
date.  Another member voiced concern over the ingredients in the flu vaccine, and, as a 
result, decided not to be vaccinated.  Mr. Watt stated that conventional public health 
wisdom is that immunizations and vaccines work for the vast majority of people. 
 



IV).  Mr. Watt introduced the main agenda item, a continued discussion concerning 
possible changes in health care benefits, which the committee first discussed at its 
November 18 meeting.  He turned members’ attention to a PowerPoint presentation and 
began walking members through it.  UPlan health benefit changes will likely be 
necessary for a number of reasons, noted Mr. Watt, and these include: 

• To comply with health care reform legislation. 
• To assure the University budget can handle the ever-increasing health benefit 

costs. 
• To focus on health and wellness as a means to control future costs. 

 
The reason this discussion is taking place now, noted Mr. Watt, is to allow for enough 
time for proper consultation with various University groups and to gather employee 
feedback/input.  The issues being discussed are complex and require ongoing discussions 
across the University community.  He added that 2012 is not only a bargaining year, but 
it is also the year that the University is scheduled to issue a RFP for its medical and 
wellness plans. 
 
Mr. Watt then asked members their opinions about what the University should do if it is 
unable to fully cover increasing health care costs.  Should the University implement 
across the board increases in the employee share of the premium cost?  Or, should the 
University institute substantially higher co-pays or co-insurance?  Alternatively, should 
the University consider a combination of these two possibilities?  Based on the straw poll 
he conducted on this question, a slight majority of respondents preferred the across the 
board employee premium increases. While raising premiums across the board would be 
the more equitable way of distributing increasing costs, there were a number of people 
who felt that people who use health care services should pay for them, and, as a result, 
preferred to see co-pays increase. 
 
Two bargaining unit members who had spoken with their colleagues about this choice 
stated that their position is that neither raising premiums or co-pays would be acceptable 
and that the University should find the money elsewhere.  Bargaining unit employees are 
among the lowest paid employees at the University, and, therefore, would be most 
affected by such increases.  This is a bargainable issue. 
 
In response to the comment about telling the University to find the money from 
somewhere else, a member reminded the committee that the administration is asking the 
Benefits Advisory Committee (BAC) for guidance on this matter.  If the BAC does not 
weigh in on the choices being proposed, the administration may be forced to find the 
money elsewhere, e.g., mandating additional furlough days, cutting retirement benefits, 
and/or laying off employees.  Another member stated that this is debatable because the 
administration does not give the BAC enough information to know what other cuts are 
possible.  The hypothesis the BAC is operating under is that the University is unable to 
fully cover health care cost increases.  Should the BAC question this hypothesis? 
 
A member recalled when the TCF Bank Stadium was completed the amount needed to 
finish the stadium was the same amount that was cut from health care benefits that year.  



In response, another member stated that regardless if there is a correlation or not between 
the stadium and cutting health care benefits, employees are always told that money for 
various projects comes from ‘another pot of money.’  Employees do not have to accept 
this explanation.  Money is money and the University needs to prioritize what it spends 
its money on.  On the one hand, the University can afford to pay its new president a 
$610,000/year salary, but then it turns to the BAC and says there is not enough money to 
fully fund health care benefits. 
 
Professor Morrison stated that there are two primary reasons for discussing these 
questions now: 

1. Useful for the RFP committee to have when talking with plan administrators 
should the University decide it needs to make health care benefit changes. 

2. The University anticipates its state funding to be reduced; the exact budget figures 
will not be known until after the legislature adjourns.  With that said, rather than 
waiting until June to start this discussion, start it now in order to give the 
administration some guidance should it find it necessary to make benefit changes. 

 
A member stated that any future discussions concerning health care benefit changes 
would be more meaningful if the committee had budget information.  For example, a 
simplified University budget showing income sources, expenditures and cost pool 
charges.   
 
A member stated that the University needs to take into consideration public opinion.  If 
the University takes a headstrong position and refuses to explore health care benefit 
changes, the legislature could cut the University even further.  The University’s health 
care benefits are frequently compared to other employers in the market, and it is a well-
known fact that the University has very good health care benefits.  In response, another 
member stated that this kind of attitude positions the University in a race for the bottom.  
All arguments are created in a framework that pits people against each other with the 
intent that people will focus on their different viewpoints rather than looking at the real 
problem, which is health care across the United States. 
 
Moving on to the second question, Mr. Watt asked members if the University were forced 
to impose higher employee premiums, should it cap the amount employees pay as a 
percentage of salary in order to avoid substantial federal financial penalties that would be 
imposed on employers in 2014.  As a further explanation, noted Mr. Watt, in 2014, 
employees will be entitled to opt out of UPlan and receive a health care voucher if the 
employee share of the cost of the plan exceeds 8% of total household income AND 
household income is less than 400% of federal poverty level (single:  $42,520; family of 
four:  $88,000).  For each voucher issued, the University would pay about $5,519 for a 
single person and $11,177 for a family.  It is anticipated that it would be healthy people 
who would choose to opt out. 
 
To avoid the risk of having to issue vouchers, noted Mr. Watt, the University could make 
sure that no employees have health plan rates that exceed 8% of University income or 8% 
of household income.  The cost to do this would be less than the cost of issuing vouchers.  



Also, doing this would advantage lower paid employees and the risk of healthy people 
leaving the plan would be eliminated. 
 
Based on the straw poll he conducted, Mr. Watt stated that an overwhelming majority of 
respondents felt that premiums should be capped based on a percentage of salary.  
However, there were employees who did not like the idea of capping premiums based on 
a percentage of salary. 
 
Does the University know how many employee premiums would need to be capped if 
this option is adopted, asked a member?  Yes, stated Mr. Chapman, the University has 
calculated that it would be less expensive to cap premiums based on a percentage of 
salary than to have to issue vouchers.  Ryan Gourde stated that roughly speaking about 
2,000 employees’ premiums would need to be capped. 
 
In response to a voucher question, Professor Morrison stated that people who qualify for 
a voucher would purchase their health coverage through one of the exchanges that are 
being set up.  The exchange would then bill the University for the amount of the 
University’s average insurance cost (which includes both the University and employee 
shares) for that class of employee.  The base plans through the exchanges will be very 
minimal and will only cover about 60% of the cost of care as compared to the UPlan, 
which covers roughly 90% - 95% of the cost of care.  As a result, the exchange plans will 
be much less expensive than the average University plan cost.  Not only will individuals 
who get a voucher be able to have all of their plan expenses covered, but they will be 
allowed to keep any remaining money from the voucher in cash.  The voucher program, 
noted Professor Morrison, is a death spiral inducing kind of program, especially because 
healthy employees who opt out of the UPlan can opt back in the UPlan if they become 
sick and need better care.  Mr. Chapman added that people who get their coverage 
through the exchanges are not getting federal coverage.  The exchanges are being set up 
by regional entities under strict guidelines of the federal government via individual 
insurance companies. 
 
After listening to the discussion, a member proposed that the University implement the 
8% of salary rule sooner rather than later and to phase it in.  Phasing this in would give 
the University better numbers for estimating its risk, and give Employee Benefits time to 
develop educational materials for informing people about the health care choices they are 
making for themselves.  Professor Morrison agreed that it would be a good idea to 
implement the cap in 2012.  He added that if the University implements the 8% of salary 
rule then employees would not be eligible for a voucher.   
 
A member asked whether the University should consider offering a 60% cost of care plan 
similar to the base plan through the exchange that would meet the 8% rule.  This new 
‘super’ base plan would not have the level of coverage that the other UPlan plans offer.  
 
Mr. Watt then asked members their opinions on yet another question, which was whether 
the University should substantially reduce the premiums or co-pays for employees who 
either (a) have satisfactory biometrics, or (b) are making progress towards improving 



their biometric results through health improvement activities.  As background 
information, other employers, including some universities are considering: 

• Moving from ‘encouraging’ wellness to ‘expecting’ wellness or progress on 
wellness goals. 

• Changing from cash-based incentives to incentives that are more closely linked to 
the medical plans through premium differentials or co-pay differentials. 

• Moving to ‘outcomes-based’ measures for incentives rather than ‘participation-
based’ incentives. 

An example of how such a plan maybe designed was shared with the committee. 
 
Mr. Watt stated that his straw poll results, based on a small number of early returns, 
indicated that a slim majority of respondents were in favor of linking premiums or co-
pays to satisfactory biometric numbers or progress towards positive biometric numbers.  
Those that opposed this approach thought it penalized members who had a condition that 
was beyond their control.  On the other hand, those in favor of this approach felt that 
people who are taking care of their health should be rewarded. 
 
If premiums/co-pays are reduced for people who are making progress towards or already 
have satisfactory biometrics, how could the University afford to do this, asked a member?  
What is going to happen to people who need health care, but who don’t have satisfactory 
biometrics or who cannot make progress towards improving their biometrics? 
 
In response to a comment opposing reduced premiums/co-pays for biometric goals, Mr. 
Chapman directed members’ attention to a previous slide, which clearly indicated that 
points could be earned for maintaining or improving biometrics.  Alternatively, UPlan 
members would also have the option of providing documentation that their biometrics 
cannot be improved or be able to complete a program that shows that they are striving to 
improve their measures.  A sample wellness compliance model was distributed to 
members to illustrate what a plan design might look like.  Mr. Watt encouraged members 
to look at Indiana University’s health plan 
(http://www.indiana.edu/~uhrs/benefits/hep/index.html), which has a similar structure to 
what is being discussed.  Mr. Chapman emphasized that this handout is simply one 
example of how a program like this could work; however, to be clear, the University is 
not proposing this model at this time. 
 
Finally, Mr. Watt asked members for their thoughts on the last question, should the 
University offer, as an option, a network of providers who only provide above average 
quality care at below average costs?  Such a network might not be available in all 
locations.  UPlan and University researchers have been reviewing clinics and/or clinic 
systems for cost of care and quality of care.  It is evident from this research that: 

• High cost does not equal high quality. 
• A group of lower cost, higher quality clinics can be identified. 
• Quality of care varies by clinic and condition being treated. 
• Most patients want to know which clinics provide the best care at the best price. 

 



Based on the straw poll conducted by Mr. Watt, respondents were divided on this 
proposal.  A sampling of comments from respondents were shared with the committee: 

• How is cost and quality being defined? 
• Why isn’t this the standard now? 
• It would not be fair to offer a plan that would not be available to all UPlan 

members.  
• Not interested in switching providers as a relationship has been established. 

 
A coordinate campus member stated that offering a plan like this, even if it were only 
available in the Twin Cities, would reduce overall UPlan costs, which is an indirect 
benefit for all the campuses.  Also, the coordinate campus base plans are based on low 
cost providers for the region; therefore, offering such a plan would not impact coordinate 
campus base plan premiums.  Mr. Chapman stated that assuming a low cost/high quality 
option can be constructed, the plan would likely not be big enough to cover the entire 
Twin Cities area.  Offering such a plan would not replace the base plan, but would serve 
as an experiment to help reduce plan costs overall, which would then be enjoyed by all 
UPlan participants.   
 
A member stated that he would guess that most people who are happy with their 
physician would not be interested in participating in this type of plan even if it were 
cheaper. 
 
A member asked whether UPlan will continue to cover UMP physicians because they are 
more expensive.  Mr. Chapman stated that he does not believe this will be an issue for 
UMP, and he believes a subset of UMP providers may try to compete to be one of the 
efficient provider groups.  This is a complicated topic.  Another member recalled from a 
meeting last summer that UMP metrics have improved substantially in terms of becoming 
more efficient. 
 
If the University pilots a high quality, low cost plan, who decides who will be allowed to 
participate in the plan, asked a member?  The suggestion was made to incent UPlan 
members with health problems to participate in this pilot.  It was also noted that not 
having this plan be available to everyone who wants to participate was a concern. 
 
A member voiced concern over what definition of “quality” was going to be used.  
Whatever definition is used it should strive to improve the health of all participants.  If 
the wrong quality measurements are used, it will be another race to the bottom; however, 
if done right, such a plan could ultimately improve participant’s health. 
 
Another member expressed concern over whether people who participate in this new plan 
would get a financial incentive, which would not be available to all UPlan participants 
because the high quality, low cost plan would only be open to a limited number of people 
who live in a certain geographic area.  In addition, a note of caution was relayed about 
making sure the University thinks about which clinics/clinic systems will be included in 
the network, and making sure the low cost providers offer all of the same services as 
other providers, particularly as it relates to social/philosophical issues, e.g., end of life 



and female reproduction.  Mr. Chapman stated that he appreciated these observations.  In 
discussions about designing a high quality, low cost plan, given there will be higher 
expectations placed on participants in terms of being more invested in their own health, 
and because participants will likely have to change providers, consideration has been 
given to the idea that participants be given some sort of a reduction in their out-of-pocket 
expenses.  An alternative way to view it, noted Mr. Chapman, is to simply promote it as a 
plan for people who are interested in being part of a pilot to improve their health, and not 
offer any type of financial incentive.  Regarding the fundamental rights issues mentioned, 
these simply cannot be violated in a base plan or anywhere in the UPlan for that matter.  
The design of this model is not one where providers will be incented to deny coverage 
simply to make their cost of care cheaper. 
 
A member proposed a couple other suggestions for the administration to consider: 

• Adjusting premiums based on age. 
• Revisit the four-tier structure, and be mindful of the cost for family coverage. 

Mr. Chapman stated that the University does not age-rate for health care coverage 
because it is not permitted to discriminate based on age.  With that said, health care 
reform is changing this, and starting in 2014 the University will be allowed to age-rate.  
While he was unsure whether the University would be inclined to age-rate, doing so will 
be a possibility beginning in 2014.  Professor Morrison stated that the age rating will be 
constrained, and believes the factor cannot exceed three – the highest rate cannot exceed 
the lowest rate by more than a multiple of three. 
 
Regarding the four-tier rate structure, noted Mr. Chapman, this is already being 
reconsidered.  Health care reform legislation may induce the University to collapse its tier 
structure in an effort to avoid the Cadillac tax.  In addition, collapsing the tiers is also 
being driven by the fact that the University is picking up costs that should be borne by 
other employers in terms of providing coverage particularly for spouses who are 
employed elsewhere. 
 
A member reiterated his early suggestion that the University consider offering a 60% cost 
of care plan similar to the base plan offered through the exchange.  In response, a 
member reminded the committee that employees at the University have taken the position 
that employee health care is important and valued.  Health care benefits are part of entire 
benefit package, which has been used to recruit faculty, retain staff, etc.  Simply because 
the private sector has made a different decision, the University does not need to be in a 
race to the bottom with them.  
 
Mr. Chapman stated that he believes the University has stellar health benefits, which are 
reasonably affordable.  Over a long period of time, both state and University employees 
have agreed that they value higher health benefits over raises, for example.  Having said 
that, faculty and staff have to realize that because the University benefits are so superior, 
it is easy for political people to point out the University’s rich benefits.  Being a public 
entity, it is hard for the University to stand up and defend this.  This puts the University 
in a very difficult position.  In addition to stellar health benefits, health care reform may 
force the University to make health benefit changes that go against its grain. 



 
At the conclusion the discussion, Mr. Watt assured members that he would convey the 
various concerns that were mentioned today when he goes before the University Senate 
this afternoon to provide information about possible health benefit changes. 
 
V).  The next BAC meeting is December 16 in #238A Morrill Hall, noted Mr. Watt.  
Representatives from Prime Therapeutics and Fairview Specialty Pharmacy will be in 
attendance at this meeting. 
 
Hearing no further business, Mr. Watt adjourned the meeting. 
 
        Renee Dempsey 
        University Senate 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


