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California Health Care Purchaser Rejects HSAs

B Y  J OY C E  F R I E D E N  

Associate  Editor,  Practice  Trends

WA S H I N G T O N —  Despite their grow-
ing popularity, health savings accounts are
not a good solution to the problem of ris-
ing health care costs, at least not for Cali-
fornia state employees and retirees, Fred
Buenrostro said at a health care congress
sponsored by the Wall Street Journal and
CNBC.

Mr. Buenrostro is chief executive officer
at the California Public Employees’ Retire-
ment System (CalPERS), which is the sec-
ond largest health care purchaser in the
country.

CalPERS, based in Sacramento, provides
health benefits to more than 1.2 million
employees, retirees, and family members.
In California, out-of-pocket health care
premiums have nearly tripled in 5 years,
and Gov. Arnold Schwarzenegger (R) is
seeking to cut the amount of premium as-
sistance the state gives to employees and
retirees.

So “CalPERS, like other employers, is
hearing the call of consumer-driven health
care,” including health savings accounts.
“We are resisting it because we don’t
want our highway workers, our police of-

ficers, our firefighters, our office workers,
to switch from our defined benefits health
care model to a defined contribution
model,” he said. “We oppose putting our
members at risk in such a complex, bro-
ken market.”

Under a defined benefit plan like those
that offered by
CalPERS, employers
agree to pay for a
particular level of
benefits, no matter
what the cost of the
plan is.

But under a de-
fined contribution
plan, the employer
pays only a certain
amount toward the cost of an insurance
policy; any additional costs must be paid by
the enrollee. So CalPERS is trying other
ways to cut health care costs. One tech-
nique is to avoid doing business with
providers that the plan perceives to be too
high cost. “Two years ago, we dropped two
big HMO partners because their prices
went over the top,” Mr. Buenrostro said.

The plan is also using generic drugs in
95% of cases, and giving members incen-
tives to buy mail-order drugs. 

CalPERS has extended the length of its
PPO contracts to improve its negotiating
position, and is encouraging members to
use “centers of excellence” for various
procedures. CalPERS also is talking with
other purchasers about price inequities of
health care in local markets, and plans to
convene a conference of purchasers on this
issue later in the year.

One big part of controlling CalPERS’
costs has been getting the best price for

hospital services. Be-
tween 2001 and 2003,
hospital prices rose
60%, which was “just
unaffordable,” he
said. CalPERS part-
nered with California
Blue Shield to do an
analysis of the costs,
Mr. Buenrostro said.

“Blue Shield came
up with what was then a shocking dis-
covery: In many cases there was no cor-
relation between price and quality,” Mr.
Buenrostro continued. “I thought they
were kidding.”

For example, Blue Shield found that
the cost of chemotherapy could range
from $135,000 to $300,000.

As a result of the analysis, CalPERS no-
tified 38 hospitals and 17 physician prac-
tices that they were in danger of being
dropped from the CalPERS provider net-

work unless they dropped their costs and
agreed to undergo performance assess-
ments. 

The proposed change would have saved
the plan $36 million in the first year and
$50 million for the next few years. 

After negotiations with the hospitals
and scrutiny from the state insurance de-
partment, CalPERS ended up dropping
24 hospitals and several physician prac-
tices as of January.

The result? About 32,000 members were
forced to switch their primary care physi-
cians. The move resulted in complaints
from CalPERS members as well as from
some California legislators.

Despite those complaints, Mr. Buen-
rostro said he has no regrets. “It will save
tens of millions of dollars for our mem-
bers and the taxpayers [who pay our
salaries],” he said.

In addition, the decision helped
CalPERS keep its HMO and PPO premi-
um increases for members under 65 at
9.9% “without any takeaways or any in-
creases in copays or deductibles. We’re
pretty proud of that.”

Despite CalPERS’ success, the state of
California, like other employers, is not able
to solve the long-range health care cost
problem by acting on its own, Mr. Buen-
rostro said.

“We can only solve this problem if we
get a national solution.” �

CalPERS is trying other
ways to cut health care
costs: ‘Two years ago, we
dropped two big HMO
partners because their
prices went over the top.’
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CalPERS’ chief says dropping hospitals, physician

practices will save millions for members, taxpayers. 

MIDWEST INDIANA UNIVERSITY
The Department of Psychiatry at Indiana
University School of Medicine is seeking a
full-time psychiatrist to provide leadership in
clinical, educational, and research activities
in the consultation-liaison psychiatry setting.
Candidate will hold the rank of Assistant Pro-
fessor or Above of Clinical Psychiatry.
BE/BC in Adult Psychiatry required. Con-
sultation-Liaison/Psychosomatic Medicine
fellowship or experience or Internal or Fam-
ily Medicine-Psychiatry joint training desir-
able.  Duties include providing consultation-
liaison services at Indiana University
Hospital Adult Medical, Surgical, and ICU
units.  Other responsibilities will include
participation on department committees,
teaching and supervision of residents, med-
ical students, and other learners; program
development, and collaborative research.
Position offers competitive salary commen-
surate with experience and strong benefits
package.  Interested applicants should send
their curriculum vitae, three letters of refer-
ence, and statement of clinical, teaching,
and research interests to Caroline Carney
Doebbeling, M.D., Search Committee Chair,
Department of Psychiatry, Indiana  Univer-
sity School of Medicine, 1111 W. 10th
Street, PB 304, Indianapolis, IN 46202-
4800, Phone (317) 274-1246, FAX (317)
278-4821.  The departmental website is lo-
cated at http://www.iupui.edu/~psych/
Indiana University is an AA/EOE Employer,
M/F/D.

ILLINOIS
Cognitive Counseling Center, a mental
health center has expanded to the East &
West of the Chicago land area and is look-
ing to add p.t. psych for adult group thera-
py. No call, no emerg. covg or prescription
writing. Hrs are flex, and tailored to the nurs-
ing home and the psych. Interested Psych
must have Ill. License. Pay is competitive
and commensurate with exp. Contact CCC
at 815 722-4692, or email smorenbc@aol.com
or fax to 815 722-4734

SOUTH

The Department of Psychiatry at Meharry
Medical College seeks applications for full-
time faculty in the department. The Depart-
ment has overall responsibility for a 32 bed
residential detox unit, a residency training
program with 16 ACGME approved slots
and active sponsored research programs.
Faculty is responsible for teaching of un-
dergraduate and graduate trainees, patient
care, research and academic services. 

Assistant Professor, Associate Professor
and Full Professor positions are available.
Rank is commensurate with experience with
tenure/tenure-track opportunity. Candidates
must have demonstrated ability to teach and
work with persons from culturally diverse
backgrounds.

Send all inquiries to:
Samuel O. Okpaku, MD, Ph.D 

Professor and Chair
Department of Psychiatry and

Behavioral Sciences
1005 Dr. D.B. Todd, Jr., Blvd.

Nashville, TN 37208-3599
sokpaku@mmc.edu

Disclaimer
CLINICAL PSYCHIATRY NEWS assumes the
statements made in classified adver-
tisements are accurate, but cannot
investigate the statements and assumes
no responsibility or liability concerning
their content. The Publisher reserves the
right to decline, withdraw, or edit ad-
vertisements. Every effort will be made
to avoid mistakes, but responsibility
cannot be accepted for clerical or
printer errors.

INDIANA UNIVERSITY
The Department of Psychiatry at the Indiana University School of Medicine is seeking a full-
time psychiatrist to provide leadership in clinical, educational, and training activities.  Partici-
pation in research is possible.  The position is at the level of Assistant/Associate Professor in
the Clinical Track.  BE/BC in Psychiatry required.  Candidates who have completed a fellow-
ship in or have experience in Geriatric Psychiatry are preferred.  Experience in the adminis-
tration of electroconvulsive therapy is also desired.  Duties include serving as an inpatient psy-
chiatrist for a 12-15 bed adult treatment unit at Indiana University School of Medicine.  Will lead
multidisciplinary team in providing acute treatment for individuals with chronic mental illness
and chronic addictions.  Other responsibilities will include participation on departmental com-
mittees, and supervision/ teaching of fellows, residents, and medical students.  Position offers
competitive salary commensurate with experience and strong benefits package.  Interested ap-
plicants should send their curriculum vitae, three letters of reference, and statement of clinical,
teaching, and research interests to Christopher J. McDougle, M.D., Albert E. Sterne Professor
and Chairman, Department of Psychiatry, Indiana University School of Medicine, 1111 W. 10th
Street, PB A305, Indianapolis, IN 46202-4800, FAX (317) 278-3762.  The departmental web-
site is located at http://www.iupui.edu/~psych/.  Indiana University is an AA/EOE Employer,
M/F/D.

Clinical Psychiatry News is sent each month to over 32,000 psychiatrists, and child
psychiatrists—both office- and hospital-based. Bring your opportunities to their attention.


