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Purpose and AgendaPurpose and Agenda

To help position key health system executives for success during the era of the Accountable 
Care Act (ACA) by learning from and leveraging your own employee health plan.

How will we do that?How will we do that?

• Review aspects of ACA driven health system changes

• Discuss these changes in the context of the employee health 

plan as a strategic platform for broader strategies

• Review  a proven four step process for managing the employee 

plan as well as other emerging plansp g g p

• Examine use of the health system employee plan as a model for 

structuring and learning

• Look at success stories – beyond the theoretical
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Health System Change is Coming / is Here!Health System Change is Coming / is Here!

That’s not news.

• There’s intense hand ringing across the country

• It’s reality, emerging and possibly pretty fast

• Changes are generally accepted and include:• Changes are generally accepted and include:

• Limitations on specific occurrences such as 

readmissions, errors, etc.

• Bundled payments, incentives/penalties, capitation

• Forms of business, ACO’s, PCMH’s, other

• HIT EMR’s etc• HIT, EMR s etc.

• Access to capital issues

• Physician strategies

• Other

And, that’s still not news.
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Three Key Health System ObjectivesThree Key Health System Objectives

1. Assure market positionAt the end of the day, health p

2. Preserve profitability

3. Preserve access to capital

At the end of the day, health 
executives want to accomplish 
three key objectives for their 
organizations:

A. Improving the health of the While meeting the g

population

B. Enhancing the patient 

i f (i l di

g
“Triple Aim”* of: 

experience of care (including 

quality, access, and reliability); 

C. Reducing, or at least controlling, 

*http://www.ihi.org/IHI/Programs/StrategicInitiatives/IHITripleAim.htm.

the per capita cost of care
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Now What?Now What?

1. The new Health Care era (ACO’s, Possible new skills needed in the 
PCMH’s etc.) will demand entirely 
new skills and capabilities for health 
systems to succeed

• Taking risk of various forms

• Financial accounting and reporting for

new era include such things as:

2. The health system (hospitals, etc.) 
employee plans offer an important 

Financial accounting and reporting for 

new activities

• Integration of historically disparate 

parts of the health care equation
place to develop and hone those 
new and needed skills

• Continuum of care through various 

conditions of health

• Administration of activities outside the 

3. Having done that, you build 
leverage and credibility to operate 
independently from carriers 

historic “walls” of the hospital

• Customer service, account 

management and even sales

Different interactions with various(commercial, Medicare & Medicaid) • Different interactions with various 

marketplace “players”
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The Employee Benefit Plan: the “Double Bottom Line”p y

Your self insured employee benefit plan is a risk contract – with yourself WeYour self insured employee benefit plan is a risk contract – with yourself.  We 
suggest that this is the perfect place to start your “r”evolution from health care to 
health management. It presents the opportunity to impact your bottom line twice by:

• Reducing the costs of your health plan and improving productivity of the 
workforce in the short and long term

• Proof of concept, enabling you to begin to operate independently from the 
insurance carriers to create the opportunity for new revenue sources by aligning 
health system resources for ACA related changes
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Begin Managing Population Health within Your Employee PlanBegin Managing Population Health within Your Employee Plan

This infrastructure is the foundation for the future of health management under Accountable Care 
and/or other similar models including bundled payments, risk arrangements or direct relationships 
with local employers.

© 2011 All Rights Reserved 
®

®

Page 7



Four Fundamentals of Plan ManagementFour Fundamentals of Plan Management

#1 Information #2 Population 
Management Management

Aggregate data 
from disparate 

sources and

Identify health 
needs of the 
population usingsources and 

organize it into 
useable form

population using 
available data

#4 Financial 
Management

#3 Individual 
Management

Trained healthcare 
professionals 

working together to 
improve health by 

h i th

Financial results are 
the outcome of the 
first three steps and 
help measure 

fenhancing the 
quality and efficiency  

of healthcare 
services

success, areas of 
concern, and riskSequence is critical for success 
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Information Management Overview DiagramInformation Management Overview Diagram
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Population Overview SummaryPopulation Overview Summary
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Population Risk Stratification SummaryPopulation Risk Stratification Summary

Stratification Level Average Risk 
Score

Participants %of Total 
Participants

Previously 
Screened 
Participants

Participants Eligible to 
be Screened 
Participants

Participants

High 42.46 1,934 6% 1,228 4% 706 2%g , ,

Moderate 12.36 3,317 10% 1,001 3% 2,316 7%

Low 1.5 8,237 26% 802 3% 7,435 23%

No known risk 0 18,576 58% 249 1% 18,327 57%

Total Unique 
Participants

4.22 32,064 100% 3,280 10% 28,784 90%

© 2011 All Rights Reserved 
®

®

Page 11



Population Risk Stratification Factors: 
What Makes Someone “High Risk”
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Individual Management: High-Risk PopulationIndividual Management: High Risk Population
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Individual Management : Non-High Risk PopulationIndividual Management : Non High Risk Population

Chronically Ill

Healthy and Healthy with Habits/Conditions
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Individual Management Tools (Participant Portal)Individual Management Tools (Participant Portal)
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Individual Management Tools (Patient Synopsis Report)Individual Management Tools (Patient Synopsis Report)
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Individual Management Tools (Clinician Desktop)Individual Management Tools (Clinician Desktop)
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Financial Management: Health Plan Standard MeasurementsFinancial Management: Health Plan Standard Measurements

There are many measurements of plan and provider performance.  At a high level, we 
recommend specific areas to measure at a summary or dashboard level Those are:recommend specific areas to measure at a summary or dashboard level.  Those are:

• Per Member Per Month (PMPM) financial performance, current and 

historic periodshistoric periods

• Engagement (who are we getting AND who are we not getting)

• Category of Care performance by category and summary

• Large claimants (those exceeding $10,000 of claims in the period)

• Financial Opportunities

• Domestic Utilization

• Clinical Opportunities (EBM)

• Outcomes
Of course there are numerous other areas 
for study which can be analyzed when 
you control your own data But these• Medical Management Performance

• Population Risk Stratification

• Return on Investment

you control your own data. But, these 
areas “point the way” to where additional 
focus can be productive.  
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Tracking Evidence Based Medicine ComplianceTracking Evidence Based Medicine Compliance

Condition EBM Rule Non-Compliant Compliant Compliance 
%

P ti t( ) th t h d t l t 2 HbA1 t t i l t 12 197 359 65%
Diabetes

Patient(s) that had at least 2 HbA1c tests in last 12 
reported months.

197 359 65%

Diabetes
Patient(s) 18 - 75 years of age that had an annual 
screening test for diabetic retinopathy.

159 362 69%

Diabetes
Patient(s) 18 - 75 years of age that had annual 
screening for nephropathy or evidence of nephropathy.

143 378 73%

Cholesterol 
Management

Patient(s) 18 - 75 years of age with a LDL cholesterol 
192 329 63%

Management 
(Diabetes)

in last 12 months.

Cholesterol 
Management 
(Cardiovascular 
Di )

Patient(s) with a LDL cholesterol test during the report 
period.

53 110 67%

Disease)

Cancer Screenings
Patient(s) that had a cervical cancer screening test in 
last 36 reported months.

912 2708 75%

Cancer Screenings
Patient(s) 42 - 69 years of age that had a screening 
mammogram in last 24 reported months

442 1999 82%

g mammogram in last 24 reported months.

Cancer Screenings
Patient(s) 50-75 years of age that had appropriate 
screening for colorectal cancer.

1207 1467 54%
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Tracking Key Plan Performance MetricsTracking Key Plan Performance Metrics

DM Status Active Closed Unresponsive Refused No Anticipated 
Benefit

Unable to 
Locate Total

Patients 66 13 1 37 29 29

% of Total 37.7% 7.4% 0.6% 21.1% 16.6% 16.6%

Total Medical Claims $3,477,963 $990,619 $9,445 $1,801,128 $1,191,939 $1,587,227 $39,670,465 

Total Rx Claims $257,525 $52,700 $2,790 $160,778 $141,541 $110,202 $7,093,225 

Total Member Claims $3,735,489 $1,043,319 $12,235 $1,961,906 $1,333,480 $1,697,428 $46,763,691 

PMPY Medical $52,696 $76,201 $9,445 $48,679 $41,101 $54,732 $3,828 

PMPY Rx $3,902 $4,054 $2,790 $4,345 $4,881 $3,800 $684 

PMPY $56,598 $80,255 $12,235 $53,024 $45,982 $58,532 $4,513 

% Medical Claims 8.8% 2.5% 0.0% 4.5% 3.0% 4.0%

% Rx Claims 3 6% 0 7% 0 0% 2 3% 2 0% 1 6%% Rx Claims 3.6% 0.7% 0.0% 2.3% 2.0% 1.6%

% Total Claims 8.0% 2.2% 0.0% 4.2% 2.9% 3.6%

ER Visits/1000 420 314 -
462 

852 814 157 

Admits/1000 1,216 1,388 - 978 1,074 1,169 95 

Claimants over $10k 48 8 1 25 22 23 998 
% over 10k 72.7% 61.5% 100.0% 67.6% 75.9% 79.3% 9.6%
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Tracking Outcomes: Detailed Actionable InformationTracking Outcomes: Detailed Actionable Information

Seq Total 
Participants 
Responses

Total Unique 
Participants

Remained 
at Goal

Progressed 
to Goal

Positive 
Progress

Regressed 
Out of 

Goal

Negative 
Progress

No 
Progress

1 Cli i l O t 1 711 335 52 02% 6 37% 7 83% 4 79% 5 14% 23 85%1 Clinical Outcome 1,711 335 52.02% 6.37% 7.83% 4.79% 5.14% 23.85%

2 Behavioral 
Outcome

1,650 162 82.36% 7.15% 1.45% 2.48% 0.12% 6.42%

3 Utilization 124 118 89.52% 7.26% 0.00% 0.81% 0.00% 2.42%
Outcome

4 Total 3,485 339 67.72% 6.77% 4.53% 3.56% 2.58% 14.84%

5.14% moved 
further away from y
the goal
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Tracking Outcomes: Detailed Actionable InformationTracking Outcomes: Detailed Actionable Information 

Seq Question Goal Total Unique 
Participants

Remained 
at Goal

Progressed 
to Goal

Positive 
Progress

Regressed 
Out of 

Goal

Negative 
Progress

No 
Progress

1 Bl d P 90 129/50 89 303 61 39% 9 90% 3 30% 8 58% 6 60% 10 23%1 Blood Pressure 90 - 129/50 - 89 303 61.39% 9.90% 3.30% 8.58% 6.60% 10.23%

2 BMI 18.5 - 24.9 124 22.58% 2.42% 16.13% 1.61% 6.45% 50.81%

3 HDL 60 - 150 212 26.42% 6.60% 18.40% 1.89% 8.02% 38.68%

4 HgbA1c 3 - 7 121 80.17% 0.83% 2.48% 0.83% 1.65% 14.05%

5 LDL 20 - 100 145 37.24% 4.14% 17.93% 8.97% 13.10% 18.62%

6 Triglycerides 25 - 150 143 77.62% 2.80% 2.80% 2.80% 0.00% 13.99%

Of 303 peopleOf 303 people, 
9.9% reached the goal, 
3.3% made progress.
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Getting It DoneGetting It Done

1. Recognize the strategic importance, and make the decision.  Must be agreed upon by HR, and 

key executives

2. Establish an employer controlled data warehouse and fill it with the most eligibility and claims 

history that can be acquired, then add other important data feeds

3. Establish management/governance structure and align physicians 

4. Select the elements of plan operation to carve out and / or engage a vendor to deliver:

• Contracting network

Cl i d i i t t• Claim administrator

• Reinsurer

• Medical Management approach, structure and staffing

5 Deploy reporting structures and coordinate with plan strategies5. Deploy reporting structures and coordinate with plan strategies

6. Create “Proof of Concept”

7. Study the applicability of skills learned to ACO and other market initiatives

8. Leverage what you have done to create new and/or improved revenue streams

9. Measure results and adjust to market realities
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Aligning the StakeholdersAligning the Stakeholders
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Financial Elements of a Typical Plan
ACO S l B d t A t 2011

Typical Health 
Plan

ACO Sample Budget - August 2011

Sales, Risk and Adm.
Medical Management/Medical Home $10.00
Health Improvement/General Population $10.00
Administration $7.00 Plan

Functions and 
expense
.

$
Stop-Loss $7.00
Account Management $2.00
Sales $15.00
Profit $5.00
Premium Tax
Sales Risk and Adm Sub Total $56 00 14%

Hospital Functions
and elements of

Sales, Risk and Adm. Sub Total $56.00 14%

HealthCare Services Expense
Hospital Related Expenses

Inpatient Hospital $84.42
Facility $34.68

Non Hospital 

expense Other Outpatient Services $10.93
Emergency Services $9.19
Hospital Related Sub Total $139.22 35%

Non-Hospital Expenses
Rx $61 49 Functions

and elements of
expense

Rx $61.49
Evaluation & Management $31.19
Procedures $32.12
Medicine $29.96
Outpatient Radiology $23.99
Outpatient Laboratory $10.57
A th i $7 60Anesthesia $7.60
Outpatient Pathology $3.64
Medical management $2.94
Undefined Services $2.48
Ambulance $1.02
Dental $0.77

© 2011 All Rights Reserved 
®

®

Page 25

Vision $0.05
Non Hospital Related Sub Total $207.82 52%

Total $403.04 100%



Proven ResultsProven Results 

Health System Client Case Study
Th h lth t h d th bilit i• Four locations

• In suburban area 

• Approximately 7,500 covered 

The health system had the capability, in 

collaboration with their physicians, to bend 

the cost curve for its employee plan by re-

aligning its community and patient facingpp y ,
lives on the health plan

• Faced recurring and 
unsustainable double digit cost 

aligning its community and patient facing 

resources to turn the system “inside out.”

By implementing the four strategies we 
increases. have outlined in our presentation, the health 

systems has achieved sustained results.

In addition, these results have created the 

infrastructure for an ACO model for the 

organization.

These initiatives, with their focus on patient-

centric care management, have resulted in 

the plan’s trending under 5% consistently
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Seven Year Results: Summary
2010 2003-2010

Feb - July Avg % Var

Hospital Based Expense
Inpatient Hospital $64.52 3.23%
Facility $20.16 3.19%
Emergency Room $11.71 6.43%
Other Outpatient Services $7.04 15.13%
Sub Total $103.43 5.42%

Other Medical Expense
Rx $39.57 4.48%
Evaluation & Management $32.66 7.91%
Procedures $26.63 4.11%
Medicine $26.38 2.80%
Outpatient Radiology $27.06 7.67%
Outpatient Laboratory $14.86 8.67%
Anesthesia $8.90 3.87%
Outpatient Pathology $4.79 7.88%
Medical management $0.56 0.00%
Undefined Services $1.85 -5.42%
Ambulance $0.68 10.59%
Dental $0.02 0.00%
Sub Total $183.96 4.38%

Totals ($0.26 rdinig var) $287.39 4.94%
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Measurement DetailMeasurement Detail

1. Trending PMPM Statistics
2009 2010 PYTD March 2011

2. Category of Care PMPM
2009 2010 PYTD March2009 2010 PYTD March 2011

Members 7802 7825 7070 7067
Medical PMPM $249.12 $258.74 $300.25 $246.35
Rx PMPM $46.78 $42.57 $55.77 $55.50
Total $295.90 $301.31 $356.02 $301.85
Variation 1.8% 18.2% -15.2%

2009 2010 PYTD March 
2011

Hospital Related
Inpatient $67.49 $70.39 $93.57 $76.12
Facility $32.28 $28.86 $45.34 $41.37
Emergency Room $8.36 $8.89 $5.00 $3.91
Other Outpatient Services $2 23 $4 82 $1 56 $0 55

A/G 1.13 1.13 1.13 1.13
CMI 1.14 1.22 1.5

Other Outpatient Services $2.23 $4.82 $1.56 $0.55
Hospital Sub Total $110.36 $112.96 $145.47 $121.95

Professional
Evaluation & Management $31.19 $32.18 $43.33 $33.84
Procedures $28.00 $27.11 $31.27 $24.39

$ $ $ $Outpatient Radiology $25.38 $25.53 $23.69 $20.52
Medicine $22.20 $28.02 $19.32 $18.35
Outpatient Laboratory $13.57 $14.15 $14.58 $11.12
Anesthesia $7.74 $8.63 $11.01 $5.59
Outpatient Pathology $4.22 $3.93 $3.90 $3.55
Professional Sub Total $132.30 $139.55 $147.10 $117.36

Rx $46.78 $42.57 $55.77 $55.50

Other $6.46 $6.23 $7.68 $7.04

Total $295.90 $301.31 $356.02 $301.85Total $295.90 $301.31 $356.02 $301.85
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Measurement DetailMeasurement Detail
3. Claimants over $10,000

2009 2010 PYTD March 2011
N b f l 446 453 122 36Number of people 446 453 122 36
% of membership 5.72% 5.79% 1.13% 0.51%
% of total paid 57.68% 60.06% 46.94% 36.59%
Largest claimant $1,000,000 $633,755 $929,061 $186,903
Avg cost per claimant $29,870 $31,940 $29,019 $21,681g p

4. Medical Management Performance
2009 2010 PYTD March 2011

PMPM expense $5 $4 $7 $7
$$ expense $437 811 $378 638 $141 308 $52 070$$ expense $437,811 $378,638 $141,308 $52,070
Recorded savings $2,140,961 $2,022,454 $651,274 $187,824
ROI 4.89 5.34 4.61 3.61
Total Episodes 2717 2860 1041 469
Unique participants 1279 1251 550 303

5. Population Risk Stratification (4th or current Qtr)

2009 2010 PYTD
High 422 6% 354 4% 288 4%

Moderate 847 11% 813 10% 686 10%

Low 1875 24% 2027 26% 1697 24%

No known risk 4472 59% 4747 60% 4297 62%

Total 7616 100% 7941 100% 6968 100%

© 2011 All Rights Reserved 
®

®

Page 29



SummarySummary

Health systems across the country have successfully leveraged their employee health 
l f i th i ll t t i Thi i i t t i th H lthplans for use in their overall strategies. This is even more important now in the Health 

Reform era of ACO’s, PCMH’s etc.

Health Systems can:Health Systems can:

• Maintain the status quo:  use what the insurance carriers offer

• Carve out services from the insurance carrier; use that savings to pay 

for services you provide on your own

• Expand beyond your employee plan to offer the same services to other 

populations in your communityp p y y
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