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Roadmap

• Overall Financial Strength of EMU
• Decline in 2005 Health Care Costs for the Faculty
• Trends at EMU in plan choice and age 
• National Trends: Total Costs and Prescription Drugs
• Health Care for Faculty in the Overall EMU Budget
• Ramifications from Elimination of Choice
• Drugs

– Mail order savings
– Effects of 10/20/30: Specific Examples

• Wellness
• Conclusions
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President Fallon: 
“We Have a lot of Money!”

• In his investiture, President Fallon claimed that EMU has a 
“quarter of a billion dollars.”

• As we will see, that is overstated.
• However, EMU does have significant amounts of money
• “If each dollar were a person, it would nearly equal the 

population Germany, France, Spain and the United Kingdom 
combined.”
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From the BOR Presentation, July 21, 2006

• From the Board Materials, after announcing an 
average 5% tuition increase, as well as additional 
funding from the State of Michigan:
– “These revenues, when combined with a State 

Appropriation of $78.2 million, and other 
miscellaneous revenue, are sufficient to balance 
the FY 2006-07 General Fund operating budget.”

– No, the university is not in danger of not being 
“viable,” as is claimed in negotiations updates.
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Current Assets vs. Current Liabilities
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Cash and Unrestricted Net Assets
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Balance Sheet Analysis

• In terms of pure liquid cash and investments, the university 
had $89 million at June 30, 2005

• At the BOR meeting of June 21, 2006, that amount was 
announced as $109 million.

• The $250 million Fallon referred to was net assets.  This is not
a pot of cash.

• The key is unrestricted net assets, as they really point to 
financial strength of EMU:
– $30 million
– Growth over the years, from $20 million 5 years ago
– Percent of total assets of 7% is very healthy

• This does not include the $45 million in assets of the EMU 
Foundation (against only $4 million of liabilities)
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Total Revenues and Total Expenses
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Revenue and Expense Analysis

• Solid growth in revenues over the last several 
years

• Revenues > Expenses every year!
• Overall, revenues and expenses are moving in 

unison, indicating a very steady operation
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State of Michigan Appropriation to EMU
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Outside Credit Agencies

categories out of 9 for each rating agency.

Note: In each year 2001 to 2006, these were the 3rd highest rating
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A A32000
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Why the Strong Ratings?

• Steady and increasing revenues

• Expenses not increasing too fast
• Revenues always covering expenses

• Large amounts of cash
• Small amount of debt

• Large and positive unrestricted net assets
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Is There a Budget Deficit?

• The University can always claim there is a budget deficit for 
the upcoming year.

• This year, they claim it is $10 million
– Ignores $8 million surplus in auxiliary
– Ignores any potential tuition increase (1% increase is about 

$1 million more revenue).  When the 5% tuition increase 
was announced, the budget deficit went away.

– Double-counting of the “1010” line inflates the budget 
deficit by approximately $3 million per year!!!
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EMU Faculty Health Care Costs:
According to BCBS
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EMU Faculty Health Care Costs:
According to EMU Benefits Office
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Sources of Data

• EMU Benefits Office
• Blue Cross Blue Shield Summary Data 
• Blue Cross Blue Shield Person-by-Person Data 

for the PPO
• Blue Cross Blue Shield Drug-by-Drug Data for 

the PPO
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Data Support for Graphs

$6,507 649 $4,222,973 $268,026 $283,746 $3,671,202 $285,052 $3,386,150 2002

$7,557 651 $4,919,835 $317,864 $318,984 $4,282,987 $300,942 $3,982,045 2003

$9,289 613 $5,694,409 $449,407 $339,942 $4,905,059 $263,173 $4,641,886 2004

$8,921 642 $5,727,337 $0 $236,662 $5,490,675 $313,808 $5,176,867 2005

Average# FacultyTOTALM-Care HMO
St Joes 
HMOTotal BCBCBS FeesClaimsPer EMU

$6,548 642 $4,203,798 $268,026 $283,746 $3,652,027 $285,052 $3,366,975 2002

$7,580 651 $4,934,809 $317,864 $318,984 $4,297,962 $300,942 $3,997,020 2003

$9,178 649 $5,956,371 $449,407 $339,942 $5,167,021 $263,173 $4,903,848 2004

$9,066 639 $5,793,296 $0 $236,662 $5,556,633 $313,808 $5,242,825 2005

Average# FacultyTOTALM-Care HMO
St Joes 
HMOTotal BCBCBS FeesClaimsPer BCBS

$3,366,975 $3,912 $633,021 $26,441 $399,008 $932,237 $1,372,356 2002

$3,997,020 $1,364 $685,290 $40,552 $464,651 $1,101,100 $1,704,062 2003

$4,903,848 $2,463 $699,706 $30,726 $584,025 $1,236,269 $2,350,660 2004

$5,242,825 $1,436 $627,251 $54,043 $813,458 $1,380,166 $2,366,471 2005

TotalHearingMaster MedicalVisionDrugsProfessionalFacilitiesPerson-by Person
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Percentage Change in Faculty Health Care 
Costs: 2002 to 2005 (per BCBS)
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Percentage Change in Faculty Health Care 
Costs: 2002 to 2005 (per EMU Benefits Office)

��� ���

��

��

��

��

��

��

���

���

���

���

���

���	 ���� ���




20

Average Cost per EMU Faculty Member
(per BCBS)
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Average Cost per EMU Faculty Member
(per EMU Benefits Office)
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Quotes from EMU Negotiations Website

• “In calendar year 2005, there was a slight slowdown in the 
upward trend of health care costs, but rate of increase was still 
high.”
– EMU-AAUP response: Forgiving the bad grammar, this 

statement is blatantly incorrect when considering the 
faculty’s health care costs.

• “We must implement some form of cost-sharing to keep the 
University viable.”
– EMU-AAUP response: Viable?  As we will see, faculty 

health care costs are 2% of total university expenditures, 
and are declining.
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Faculty on Different Plans

100%100%100%TOTAL

0%0%4%Waived or Unknown

8%8%0%M-Care

6%6%3%Care Choices

26%24%15%Traditional

60%62%77%PPO

200320042006Percents

649638665TOTAL

29Waived or Unknown

51490M-Care

403819Care Choices

170155102Traditional

388396515PPO

200320042006Numbers
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Number of Faculty on the Traditional Plan
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Annual Increases in Faculty Prescription Drug Costs

$1,836 562$1,032,029 2002

11.4%$2,046 562$1,149,941 2003

11.2%$2,276 564$1,283,731 2004

2.1%$2,324 620$1,440,709 2005

In Drug 
Costs

Person on 
BCBS

on BCBS 
PlansDrug CostsYear

% 
Increase

Average 
Drug Cost 

Per
Number of 

Faculty
Total 
BCBS
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Differences in Drug Costs by Plan

$1,053 $3,429 

$1,188 $4,009 

$1,418 $4,601 

$1,653 $4,899 

PPOTraditional

AverageAverage

Person-by-PersonPerson-by-Person

Cost to EMU:Cost to EMU:
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Age of the EMU Faculty

• 2004: Average Age was 53

• 2006: Average age is now 51
• How did this happen, given that all faculty who were 

here in 2004 are now two years older?
• Hiring of newer, younger faculty
• This likely has had an effect on health care costs
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Age of Faculty on Traditional vs. PPO

58.850.8Median Age

58.849.9Average Age

TraditionalPPO
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Proposal to Reduce Drug Costs
• For the faculty on the traditional plan, have them use the PPO drug card.
• Per Jim Stengle, this will reduce drug costs by 25%
• This will save Eastern Michigan University approximately $157,000, based 

on 2005 usage
• How was this derived?

– 2005 Master Medical Drug costs were $627,250.99
– 25% of this number yields a savings to EMU of $156,812.75

• Great savings to the university, and faculty members do not have to give 
up the main reason they are on the traditional plan: to maintain their 
long-term relationship with their physicians

• This will cost faculty on the traditional plan more money.  Why?
– They currently pay 10% of all drug costs.  
– Unless a drug cost more than $200 currently, they will now pay more.
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Mercer’s 2005 National Survey of Employer-

Sponsored Health Plans
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More from the Mercer Survey
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U.S. Department of Labor Survey; August 2005
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Faculty Health Care Costs in the Big Picture

2.1%$276,087,321 $5,793,296 2005

2.2%$269,060,996 $5,956,371 2004

1.8%$270,306,341 $4,934,809 2003

1.7%$248,377,201 $4,203,798 2002

Total EMU ExpendituresExpendituresHealth Care CostsYear

Care Costs as % ofTotal EMUTotal Faculty

Total Faculty Health
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Elimination of Choice is Not Common

2Median2Median

2.5Average2.8Average

1Miami1Western Michigan

1Bowling Green1Northern Michigan

1Western Michigan1Michigan Tech

2Kent State1Ferris State

2Ohio University2Saginaw Valley

2Central Michigan2Michigan State

2Ball State2Central Michigan

3Buffalo4Oakland

3Akron4Grand Valley

3Toledo6Wayne State

7Northern Illinois7U of M

Available to FacultyAvailable to Faculty

# of Health PlansMAC# of Health PlansMichigan Publics
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Elimination of Choice

• Most of the savings from eliminating the TIP would be in 
drugs.  We earlier proposed a resolution to this.

• Severing of long-term physician relationships for very little 
savings.  Some of these relationships have existed for 20 and 
30 years.

• Per Stengle, there would only be a 6-7% reduction in doctor 
and hospital costs if the traditional people moved to the PPO.  
The traditional people will not stop using the medical system.

• Administrative savings are negligible: the administrative and 
stop loss fees are the exact same currently.  
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More on Choice
• The traditional plan is being reduced on its own, due to age, 

retirement, and other factors.
• We have proposed a solution to deal with the main cost 

problem associated with this plan
• The faculty on the traditional plan have had 6 years to take 

$1,000 to base and switch, but they have not.  Why not?  They 
fear losing their doctors.

• Under the administration proposal, out of network costs will 
be as high as $6,000 per year. These costs are so high that they
will in essence force faculty to choose between changing 
doctors and paying a substantial price to keep their physicians.

• Hard-working and dedicated faculty should never be forced to 
make such a choice.
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Administration’s Mail Order Drug Proposal

• Old: $10 or $20 for 3-month supply via mail order
• Proposed: $30/$60/$90 for 3-month supply, and MANDATE after 3 

times.
• This offer is plainly an insult to the faculty.
• Problems:

– There are significant savings to the university via mail order, as we 
will show with data

– The “break-even,” according to Stengle, is 2.0 to 2.5.  Offer:  3.0.
– The mandate of the mail order is tenuous for faculty for many 

reasons.  Most importantly, for faculty on multiple medications, the 
pharmacist is a reliable source of comfort for faculty to ensure them 
that there are no adverse interactions among different medications.

– Almost 2/3rd of the drugs prescribed to the faculty in 2005 are not 
on the Tier 123 list provided by the administration.  This can lead to 
potentially drastic health consequences.
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Where Faculty Get Their Drugs From 
(681 different drugs in 2005)

2.418.0512 1,212 9,210 2005

2.717.2397 1,087 6,832 2004

2.416.2397 941 6,450 2003

1.815.1388 691 5,878 2002

1.313.6386 496 5,237 2001

(90-day per 
member/

family)

(30-day per 
member/

family)PPOPrescriptionsPrescriptionsYear

Mail OrderPharmacyNumber onMail OrderPharmacy
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Savings to EMU From Mail Order

• Examine the drugs that were ordered both through the 
pharmacy and mail order: 162 different drugs (out of 681)

• Average 30-day price to EMU for drugs purchased through the 
pharmacy: $82

• Average 30-day price to EMU for drugs purchased through 
mail order: $71

• Median difference is about $4
• This suggests a break even of anywhere between 1.9 and 2.6.
• If we just looked at averages for all pharmacy versus mail 

order purchases, the difference is almost $28.  But this 
overstates the true difference, as some drugs are not 
maintenance drugs.
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Examples of Mail Order Savings

$11.63 3$20.63 24Prometrium

$46.36 6$53.25 57Cozaar

$115.64 10$125.58 119Advair Diskus

$64.35 77$117.86 232Lipitor

30-Day CostPrescriptions30-Day CostPrescriptionsDrug

Average # of Mail OrderAverage # of Pharmacy
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Tiers 1,2,3
2005 Drugs Prescribed for the Faculty

100%10,422 TOTAL

57%5,906 Not on List

43%4,516 On List

PercentNumber# of Prescriptions:

100%681TOTAL

68%464Not on List

32%217On List

PercentNumber# of Drugs:



42

Tiers Reported
From the Custom Formulary List (we understand that this is 
not a complete list of all drugs on the Custom Formulary)

100%217TOTAL

49%106Tier 3

31%68Tier 2

20%43Tier 1

PercentNumber
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Examples of Drug Not on List: Rebif

• What is it prescribed for:  Multiple Sclerosis (MS)
• No similar drug is on the Custom Formulary List
• No generic equivalent
• It was prescribed 13 times for 30-day, and 6 times for mail 

order.  
• Average price is over $1,400 for a 30-day supply.
• What will these patients do?

– Pay the full price themselves?
– Get the drug at the $30 price?  Is this fair, with no generic 

equivalent?
– Not get the drug at all?
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Another Example: Tamoxifen Citrate
• What is it prescribed for?  Breast cancer.  It is a SERMs (Selective 

Estrogen Receptor Modulators)
• The brand name for this type of drug is Nolvadex, which is no longer 

available.  Tamoxifen is the generic equivalent of Nolvadex.
• Ralozifene is a similar drug (it is a SERM), sold as Evista, which is on the 

list. However, this drug has not been used extensively to treat women with 
breast cancer

• A third SERM drug not readily prescribed (and not on the list) is Fareston
• The average cost to EMU of a 30-day supply is about $30.
• So what does a faculty member do who uses this drug?

– Pay the full $30 as a Tier 3 drug?
– Pay the $10 fee, as this is a generic equivalent
– Be asked to take another drug on the lit?
– Not get the drug at all?
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Example: Amox Tr-Potassium Clavulanate

• What is it prescribed for? A penicillin antibiotic used in the treatment of 
lower respiratory, middle ear, sinus, skin, and urinary tract infections that 
are caused by certain specific bacteria. 

• Very similar to Augmentin and Amoxicillin, which are on the list.
• However, why has the faculty been prescribed Calulanate?  It is prescribed 

for certain stubborn ear infections that previous treatment has failed to clear 
up in children two and under, or those attending day care. 
– Amoxicillin: 148 30-day prescriptions ($2.09 cost to EMU)
– Augmentin: 7 30-day prescriptions ($59.64 cost)
– Amox TR: 57 prescriptions ($50.83 cost)

• Can the faculty and their children get this drug, or will they be pushed into 
amoxicillin?  What about the price paid?  Amoxicillin and Augmentin are 
both Tier 1 drugs.  Is Calulanate also Tier 1?
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Example: Keppra
• What is it prescribed for? To treat partial seizures in adults and children 4 

years of age and older with epilepsy
• This drug is not on the list.  There are many anticonvulsants

– Lamictal
– Phenytoin (Dilantin)
– Phenobarbital 
– Valium: This is the only one on the list, but is also used to relieve 

anxiety, nervousness, and tension associated with anxiety disorders. It 
is also used to treat certain types of seizure disorders and muscle
spasms. 

• Will the faculty member have to use valium? Kepprais $415 for a 30-day 
supply, and was prescribed 12 times.  Valium was not prescribed at all.

• Keppra may increase the effects of other drugs that cause drowsiness, 
including antihistamines, sedatives, pain relievers, anxiety medicines, and 
muscle relaxants. Dangerous sedation, dizziness, or drowsiness may occur 
if Keppra is taken with any of these medications. 

• This is one of those instances where a pharmacist can be another check on 
different prescriptions, and how dangerous a mail order mandate can be.
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From the 2005Kaiser Survey on Wellness
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Wellness Solutions

• We stand ready to work with the university to devise programs for the 
faculty. These programs have the potential to reduce health care costs for 
both the faculty and the university, and to lead to greater health for faculty 
members, and improve faculty morale.

• Central Michigan: http://www.hrs.cmich.edu/wellness/wellness.htm
• Kalamazoo College: 

http://www.kzoo.edu/hr/HIRGWellnessProgramRecommendation-
6Jun06.pdf

• Illinois State University: http://www.hr.ilstu.edu/wellness/
• Ohio State: http://www.yourplanforhealth.com/
• Cal State Fullerton: http://hhd.fullerton.edu/ewp/default.htm
• Towson University: http://wwwnew.towson.edu/wellness/faculty.htm
• Lipscomb University: 

http://wellness.lipscomb.edu/page.asp?SID=159&Page=2398
• University of Montana: http://www.umt.edu/wellness/
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Conclusions
• EMU is in very strong financial position

– Outside credit rating agencies
– Revenues and expenses
– Strong balance sheet
– Budget hysteria is self-created and based on glaring errors

• The EMU-AAUP will discuss proposals that actually can 
decrease costs for the university, such as the PPO drug card for
traditional faculty members

• The data suggests that the current co-pay structure is 
appropriate.

• We still would like traditional drug data.  We have been told 
several stories, but still no data

• Discrepancies, discrepancies, discrepancies.
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More Conclusions

• We can work together to reduce costs

• We need to focus on where the pressure is on cost 
increases: prescription drugs, especially the 
traditional plan

• Wellness plans present a true opportunity to work 
together and make everyone better off.  We look 
forward to this opportunity.


