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Good morning Co-chairs Darling and Nygren, and 

members of the Joint Committee on Finance. I’m Bob 

Conlin, Secretary of the Department of Employee Trust 

Funds. Thank you for the opportunity to discuss ETF’s 

budget.  

 

Today, I’d like to spend just a moment or two outlining the 

fiscal change we are seeking and provide some 

perspective on the matter of self-insurance. Then, as 

Secretary Neitzel indicated, I’m prepared to turn it over to 

our Health Policy experts to provide a brief overview of the 

self-insurance issue and then we’ll be available to answer 

as many of your self-insurance questions as we can. 

 

As you probably know, ETF administers retirement, 

insurance and other fringe benefit programs for 
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approximately 620,000 current and former public 

employees, retirees and their beneficiaries throughout the 

state. The largest of those programs are the Wisconsin 

Retirement System and the State Group Health Insurance 

Program.  

 

ETF is a predominantly (99.83%) SEG funded agency, 

funded by income from the Trust Fund. Our budget 

request for the next biennium is very modest and 

essentially reflects our costs to continue and efforts to 

enhance compliance and customer service. 

 

In total, our budget consists of a small overall increase of 

1.6% all funds, including a 1.8% increase in SEG funds 

($767,000 for fiscal year 2018 and an increase of $861,500 for fiscal year 2019) and 

a 46.4% decrease in GPR funds (decrease of $57,800 for fiscal year 

2018 and a decrease of $85,500 for fiscal year 2019). 

 

We are a lean organization. When compared to similarly 

sized public pension systems, ETF’s operational costs are 

significantly less – in fact $21 per member less than the 

peer average of $90 per member.   
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The primary increase we seek in this budget is 2 

accountant positions, as well as funding for audit 

contracts, necessary for the implementation of new 

Governmental Accounting Standards Board (GASB) 

reporting requirements and for building depth in our team 

that handles increasingly complex federal tax reporting 

and other federal compliance functions.  We think this 

small increase is reasonable given the high expectations 

the legislature and other stakeholders have of us in 

maintaining one of the strongest funded major public 

pension plans in the country.  

 

The budget also provides 3 project positions to support 

ETF’s customer service upgrades for our 1500 

participating employers. The upgrades should make it 

easier for our employers to enroll and report employees 

for benefit purposes. These positions are necessary to 

support employers during the implementation of the next 

phase of this upgrade. 
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Before we move to a discussion of self-insurance, are 

there questions I can answer about anything else in our 

budget? 

 

Self-Insurance 
The budget before you allocates savings from the Group 

Insurance Board’s decision to transition to a self-insured 

group health model starting January 1, 2018. We believe 

those savings are very reasonable based upon actual bids 

submitted by proposed vendors and my team will walk you 

through some of those numbers in a moment. We are in 

the process of negotiating contracts with the winning 

vendors and intend to submit finalized versions for your 

review in April.  

 

Before I turn it over for the presentation, though, I just 

wanted to spend a few minutes providing our perspective 

– ETF’s perspective – on self-insurance. As you may 

know, the Group Insurance Board has been contemplating 

the option of self-insurance since 2012. We already 

successfully self-insure the pharmacy program, the dental 

program and a small portion of the state health program.  
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Now I understand that there is some skepticism amongst 

some members of this committee, the legislature and our 

membership about the change that the GIB is proposing. 

We understand that skepticism. It’s a natural part of 

change. 

 

When the GIB began discussing the topic we also had a 

good bit of skepticism. From our perspective, we were 

running a very good health program that relied on a 

certain level of competition among plans and had been 

pretty darn good at keeping year-to-year increases below 

the trends we were seeing elsewhere through tough 

negotiation and the implementation of tiering. We were 

also dealing with a unique market, especially in the Dane 

County region where we had provider owned health plans 

that competed head to head.  

 

We’d point to these features when we got criticism from 

the Legislature for not doing enough to lower costs. We’d 

also point to these features when we got criticized by the 

private sector for not being innovative enough or not using 
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our leverage to help lower medical costs. We took a lot of 

pride in the program, and still do. 

 

So we were skeptical that a change to self-insurance held 

any advantages for us. But my health team is a really 

talented group of people who care a great deal about 

providing quality health care and improving health 

outcomes for the members participating in the program.  

 

As we dug in and learned more about self-insurance we 

realized that many of the things we would like to be able to 

do to improve health outcomes and drive quality and value 

through the program, were ideally suited to a self-insured 

environment. Some examples include: 

• offering a high quality integrated wellness program; 

• helping members become more effective consumers 

of health care by identifying for them or steering them 

to the highest quality, most efficient providers;  

• incenting networks or providers to appropriately 

manage health care delivery and cost containment; 

• using data analytics to tailor program options to target 

for improvement our most pressing chronic disease 
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states that account for the majority of our health 

spending; and 

• implementing centers of excellence to steer members 

to the highest value surgical centers.  

 

We’ve started implementing a few of these key initiatives. 

For example, we’ve ramped up our wellness program by 

bringing on board a single vendor to coordinate and 

manage the program rather than expect each of our 18 

health plans to do it. We’re also establishing a more robust 

health data analytics program to get a better handle on 

what’s driving our health insurance costs. But we believe 

that these initiatives will be more effective and will allow us 

to do more to manage health care costs and improve 

health outcomes in a self-insured environment.  

 

With something like 94% of large, private sector 

employers and the majority of states utilizing self-

insurance to provide health care for their employees, and 

with many of them implementing programs designed to 

drive better health care value and outcomes, we have a 
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universe of ideas to pick from as we look for ways to 

improve health outcomes.  

 

So gradually we came around to seeing the benefits of 

self-insurance from the perspective of better managing 

health care. But even if self-insurance gave us more 

options by which to manage the health care we provide 

our employees, we realized that self-insurance might not 

make sense if it cost us more, if the networks were too 

narrow, or if it required everyone to switch providers.  

 

So the only real way to find out if self-insurance made 

sense in this context – and a point made by both sets of 

actuaries that the GIB worked with – was to conduct a 

procurement seeking actual proposals from the market – 

proposals that would be binding, and that would be 

evaluated not just on cost, but also on quality, access to 

health providers and facilities, and how many people 

would have to change doctors.   

 

Briefly, the results showed that in addition to savings, we 

could provide robust, quality, accessible networks 
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throughout the state that include roughly 98% of the health 

care providers that participate in our current program. The 

results of the evaluation led the Group Insurance Board to 

conclude that self-insuring was in the best interests of the 

health care program and it recommended moving to a self-

insurance model.  

 

So while we’re here discussing self-insurance in the 

context of the biennial budget and how savings from such 

a shift can be allocated over the next 2 years, I think it’s 

also important to keep in mind the opportunity that the shift 

to self-insurance presents in creating a more effective, 

value-driven health care program to control costs and 

improve health outcomes for our employees and their 

families over the long-term. 

 

Lastly, I just wanted to touch on the issue of benefit levels. 

I know that employees are concerned that a shift to self-

insurance might entail a reduction in benefits or increased 

out-of-pocket costs. The Group Insurance Board preferred 

to focus on the structural change of self-insurance rather 

than shifting more costs to employees for 2018. It did so 
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because it had significantly increased out-of-pocket costs 

to employees for plan year 2016 in order to meet a 

savings target of $89 million in the 2015-17 biennial 

budget. The savings generated by shifting to self-

insurance that you’ll hear about shortly are accomplished 

without shifting more costs to employees and without 

reducing uniform benefit levels. 

 

I’d like to now pass the mic to the folks who have been 

closest to this process and can answer your specific 

questions. Here today to provide you a brief overview of 

the GIB’s procurement process and the findings of that 

process is ETF’s Director of Strategic Health Policy, Lisa 

Ellinger. With her to help answer your questions are Ken 

Vieira and Kirsten Schatten of Segal Consulting. 
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