
Making the right health plan choice for North Dakota 
public employees 
Understanding Self-Funded vs. Fully-Insured state employee 
health plans 

A self -fu nded hea lt h p lan m eans that insurance is not purchased, but rather, 
t he state insurance contribut ions are pooled into a state-owned reserve fund 
to pay cla ims and admini strat ive expenses Any money that isn't used to pay 
c laims or admin istrative expenses stays in the fund. In a fu ll y-insured plan 
t he st ate w il l pay premiums based on projected claims, but won't experience 
t he benefit if the claims come in lower than expected. North Dakota Pub lic 
Employees Ret irement System (NDPERS) had for many years participated in 
the program's financ ial resu lts, in most cases by rece iving excess ga ins and 
accumulating reserves, and in some cases sharing underwrit ing losses and 
funding t hese out of accumu lated ga ins 

What is the value of self-funding? 

Al l 50 states provide health insurance coverage for state employees, with 49 
of 50 offering self- funded and/or partia lly se lf-funded plans. North Dakota is 
the on ly state in the nation that offers only a fully-insured plan, and doesn't 
offer a se lf -funding opt ion. 

Self-fund ing is a proven, cost-effective method for providing emp loyee benefits 
and is the preferred cho ice of most large employers. Employers choose self ­
fu nd ing to contro l costs, save money and custom ize benefits. Plans can also 
keep their grandfathered status when trans itioning to a self-funded plan, as 
long as they cont inue to meet grandfathered guideli nes. 

Figure 7: The 50-state map illustrates state employee health plans status as 
self partial, or fully-insured 
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Source - National Conference of State Legislators, State Employee Health Benefits (Sept. 2075) 

Advantages of a Self-Funded plan 

Here are some reasons state and private employee groups choose self-funding: 

Tax savings 
The Hea lth Insurance Tax (HIT) will cost NDPERS more than $20 mil lion this 
b iennium. Other states became self-funded prior to the implementation of the 
HIT tax and have captured the savings. 

No profit margin or risk charge 
The profit margin and risk charge of an insurance carrier are elim inated t hrough 
self-funding Instead of paying a risk charge to the insurer in a se lf-funded 
arrangement, the sponsor w il l accumulate reserves by reta in ing program gains. 
These gains will provide cushion aga inst occasional higher than expected claims 
not covered by stop-loss 

Health savings incentives 
With ful ly-insured plans, we ll ness initiatives genera ll y do not result in sign ificant !:-, 
lower health insurance costs. However, in a se lf-funding scenario, an overa ll 
improvement in employee hea lth can lead to a reduction in c laims, which 
feeds back into the plan's reserve funds. If those trends cont inue, there may 
be a reduction in the necessary contributions made by the state. 

Risk management stop-loss programs 
Managing the risk can be the greatest downside to a self-funded p lan. 
Heightened risk occurs when claims are higher than antic ipated or when 
a plan is underfunded. Manag ing these risks are especially important with 
se lf-funded p lans. 

Recommended risk management tools to support self-funded options inc lude: 

adequate contributions into the pool 

securing stop- loss coverage 

bu ild ing adequate reserves 

work ing with experienced consultants who special ize in self-funded groups 

Self-funding can benefit public employee groups by helping them reduce 
health care costs and put those gains back into NDPERS reserves. 
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