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Costs are Escalating Beyond Control

Per Capita Health Care Costs Health Care as a % of GDP



We aren’t Holistic in Approaching Health

Disease 
Management

Acute 
Care

Prevention

Our Current Healthcare System



We aren’t Holistic in Approaching Health

Wellness

Disease 
Management

Acute Care

Prevention

A Holistic Healthcare 

System



Wellness

…or lack thereof

 Obesity and poor dietary habits

 Nicotine addiction and substance 
abuse

 Sedentary lifestyles

 Other risky behaviors

 Unsafe sex

 Seatbelts, helmets, driving habits, etc.

 Unsafe skin care



Prevention

…or lack thereof

 Practicing wellness

 Immunizations

 Disease screenings

 Behavioral counseling



Chronic 
Disease 
Management

Chronic disease is a 
leading contributor to 
escalating health care 
costs….

 1.7 million deaths per year in U.S.

 70% of all deaths in U.S.

 Limits the lives of 25 million 
Americans

 Almost 10% of the population

 Major categories:

 Arthritis

 Diabetes

 Cancer

 Heart Disease and Stroke

 Mental health and addictions

 Epilepsy



Prevalence of 
Chronic Health 
Problems

At age 65
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Chronic 
Health 
Problems

Costs are higher

 At age 65, health care costs 
average $1,000 to $2,000 per 
year more for individual with 
chronic health condition

 Obesity alone

 Annual costs +10% at age 20

 Annual costs +20% at age 60

 Chronic health problems also 
contribute to:

 Higher absenteeism

 Lower productivity



Health care 
system provides 
poor service…

Care is often 
inconvenient,
inaccessible

 Hard to find a doctor

 Long waits for appointments

 Doctors’ schedules often run late

 Transportation and parking can 
be problematic

 Time with physician limited

 Limited number of problems per visit

 Limited opportunity to ask questions, 
discuss problems

 Multiple visits required



Quality is not 
Optimal…

The quality issue 
isn’t so much 
about what’s done, 
it’s about what 
isn’t done

 Visits are usually about an 
immediate issue

 Short visit times limit:

 Counseling

 Education

 Patients who need more time to 
understand

 Questions, answers and discussion

 Visits are rarely about long-term 
issues:

 Chronic problems

 Adopting healthy behaviors

 Wellness and prevention



… Leading to 
Higher Costs

Service and 
quality problems 
contribute to 
higher costs

 Poor management of chronic 
health care problems

 Little effort to prevent 
development of chronic health 
problems

 Increased time off from work

 Decreased productivity

 Higher costs

 In the current year, and

 Compounding over time
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The Way We 
Compensate for 
Primary Care

…leads to focus on 
episodic care and 
shortage of supply

 Primary care mostly compensated 
through third party 
reimbursement

 Only 15% of all health care is paid out-
of-pocket

 Third party reimbursement

 Is based on “medically necessary”

 Wellness and preventive care is often not 
considered “medically necessary”

 Even disease management is often 
considered not “medically necessary”



The Way We 
Compensate for 
Primary Care

…leads to focus on 
episodic care and 
shortage of supply

Acronym alert:

PCP = Primary 
Care Physician

CPT = Current 
Procedural 
Terminology

 Third party reimbursement

 Is paid based on procedures performed

 What the PCP does translates into a CPT 
code which translates to payment

 CPT often pays no more for a PCP that:

 Answers questions

 Explains things in more detail

 Counsels healthy behavior

 Addresses multiple health issues

 CPT results in:

 What some PCPs call “hamster care”

 An incentive to have patients return for 
multiple visits

 Little incentive to help people avoid 
health problems



The Way We 
Compensate for 
Primary Care

…leads to focus on 
episodic care and 
shortage of supply

 PCPs deliver more than half of all 
outpatient care in the U.S.

 The need for PCPs is increasing

 Between 2005 and 2025, the U.S. 
population aged 65 and above will 
increase 73%

 The supply of PCPs is not keeping 
pace

 The number of PCPs completing 
training has declined each year since 
1998

 Concerns that reliance on foreign 
medical graduates is causing a “brain 
drain” problem in other countries
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New Health 
Paradigm

Leading to healthier, 
more productive 
employees and lower 
health benefit costs

 People engaged in healthy 
lifestyles

 A health system emphasizing

 Wellness

 Prevention

 Management of chronic disease

 … as well as treating acute problems

 Health plan sponsors who

 Engage employees and dependents in 
being healthy

 Engage the health care system in 
promoting wellness, prevention and 
chronic care management



New Health 
Paradigm

The components of a 
healthy system

Wellness
People living 

healthy 
lifestyles

More 
productive, 
lower health 

costs

Prevention

Prevention or 
early 

detection of 
disease

More 
productive, 
lower health 

costs

Disease 
Management

Active and 
ongoing 

treatment

More 
productive, 
lower health 

costs

Acute Care

What our 
current 

system does 
well

No 
substantive 

change



An Emphasis on Preventive Medicine

Preventive Medicine Defined

Clinical preventive services are 
immunizations, disease screenings, and 

behavioral counseling interventions delivered to 
individuals in clinical settings for the purpose of 
preventing disease or initiating early treatment 

for conditions that are not yet apparent.

Source: Partnership for Prevention.



• Advising at-risk adults to consider taking aspirin daily
• Childhood immunizations
• Pneumococcal immunization (adults 65+)
• Smoking cessation advice and help to quit
• Screening adults for alcohol misuse and brief counseling
• Vision screening (adults 65+)

Cost-Saving Preventive Services

• Chlamydia screening (sexually active adolescents and young women)
• Colorectal cancer screening (adults 50+)
• Influenza immunization (adults 50+)
• Vision screening in preschool age children

Low-cost Preventive Services ($0 - $15,000/QALY)

• Breast cancer screening (women 40+)
• Cervical cancer screening (all women)
• Cholesterol screening (men 35+ and women 45+)
• Counseling women of childbearing age to take folic acid supplements
• Counseling women to use calcium supplements
• Injury prevention counseling for parents of young children
• Hypertension screening (all adults)

Medium-cost Preventive Services ($16,000 - $50,000/QALY)

Examples of Preventative Medicine

Source: Partnership for Prevention.



Benefits of Preventive Medicine

Reduced

• Absenteeism
• Hospital 

visits
• Health care 

costs

Improved

• Productivity 
at work

• Retention
• Morale
• Public image



A New Kind of Health Care

What should the health care experience look like?

High-
Quality 
Service

Value-
Added 
Care

Innovative 
Business 
Models

Flexible 
Reimburse

-ment



A New Kind of Health Care: Service

High-
Quality 
Service

Value-
Added 
Care

Innovative 
Business 
Models

Flexible 
Reimburse

ment

• Each patient has a PCP “home”
• PCP care available and accessible
• Preventative as well

as curative
• Multiple

communications
channels



A New Kind of Health Care: Value

High-
Quality 
Service

Value-
Added 
Care

Innovative 
Business 
Models

Flexible 
Reimburse

ment

• Patients engaged in being healthy
• Education and information in 

addition to
“medically necessary” care

• Care is patient-centric,
not provider-centric

• Disease management



A New Kind of Health Care: Business Models

High-
Quality 
Service

Value-
Added 
Care

Innovative 
Business 
Models

Flexible 
Reimburse

ment

• Convenient locations
• Home care

and telemedicine
• Proactive

patient engagement
• Information abundance

• Multiple communication options



A New Kind of Health Care: Compensation

High-
Quality 
Service

Value-
Added 
Care

Innovative 
Business 
Models

Flexible 
Reimburse

ment• Reimbursement
reflects value, not just
volume or even volume
and clinical outcomes



Obesity Care: 
Today

Obesity Care: 
Tomorrow

Exam

• Patient’s weight is recognized as an integral 
part of their healthiness

• PCP determines that obesity is a treatment 
priority

Care

•Doctor refers patient for treatment
•Treatment option available within PCP team
•PCP team develops treatment plan, with consent and 
participation of patient

•PCP team provides dietary and exercise counseling, 
information support

Follow-up

• Online support manages patient progress
• Care coordinator follows-up if progress slips 

behind schedule 

Outcomes

• Patient realizes ideal BMI
• PCP Team follows up periodically to 

assure patient doesn’t “fall of the wagon”.

Example of Change: Treatment

Exam

• Obesity may or may not come up as an 
issue during doctor visit

Care

• If obesity does come up, patient most 
likely given a short lecture and a 
pamphlet on how to lose weight

Follow-up
• None

Outcomes

• Neither patient nor doctor has any real 
incentive to be proactive or follow up



Obesity Care: 
Today

Obesity Care: 
Tomorrow

Coverage

• Covered

Short-
Term

• Additional coverage cost

Result

• Lower rates of obesity

Long-
Term

• Lower costs

Example of Change: Cost

Coverage

• Not Covered

Short-
Term

• No cost

Result

• Higher rates of obesity

Long-Term

• Complications (e.g., diabetes)
• Higher costs (e.g., treatment for 

diabetes, lower productivity)
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Implementation 
Steps

For a health plan 
sponsor

1. Engage employees and 
dependents in being healthy

2. Partnering with providers

3. Partnering with your health 
plan



Basic

• Smoking cessation
• HRAs
• Gym membership or 

discount
• Health risk assessments
• Online health information
• Free, easy access to water
• Healthy snacks available in 

cafeteria or vending 
machines

• Health fairs

Leading

• On-site workout facilities or 
walking trails

• Diet groups
• Healthy cafeteria options
• Financial incentives for 

healthy eating, exercise
• Evaluation and monitoring 

of wellness programs’ 
participation and 
satisfaction rates

• 24-hour help lines for 
behavioral, psychological or 
nutritional consultation

• Customized online or e-
mail reminders

Innovative

• Exercise breaks
• On-site clinics, dental 

services or visiting nurses
• Pedometers/remote 

monitoring
• Championship of wellness 

programs by senior 
leadership

• Annual report on 
company’s physical health

• Ergonomic consultations
• Programs that include 

children and spouses
• Financial penalties for 

unhealthy behavioral 
choices (e.g., smoking)

• Evaluation of health 
outcomes and ROI

#1: Promoting Wellness

Source: Partnership for Prevention, Managed Care Magazine 2/08, PriceWaterhouseCoopers.



#1: Promoting 
Wellness

Case Study: IBM

Annual savings: 
$100,000,000 to 
$130,000,000 
(averaged over four 
years)

 $150 rebate for employees who 
commit to 30 minutes of exercise, 3 
times per week for 12 weeks.

 Individualized health care tips and 
reminders

 Personal medical records through WebMD

 Over 50% employee enrollment rate

 Additional $150 rebate for weight 
management (food diaries) and 
nutrition

 12-week activity project for employees 
with children

 Nutritional self-assessment

 Online program maps meals and family 
exercise activities

Source: Managed Care Magazine 2/08.



#1: Promoting 
Wellness

Case Study: 
Hannaford 
Supermarkets

Savings: A year-over-
year negative health 
care benefits trend

 Weekly on-site nurse visits
 $20/week incentive for employees with chronic health 

issues

 Visits are on company time

 Disease management programs

 Smoking cessation programs

 Online, integrated health information 
records generate individual health 
management scores
 Nurses follow-up with employees whose scores fall 

below certain levels

Source: Managed Care Magazine 2/08.



#2: Partnering 
with Providers

Negotiating a new 
partnership with the 
physicians and health 
systems that care for 
your employees

A. Service Location(s) and Volume

B. Program Development

C. Reimbursement Arrangements

D. Health Plan Coordination



#2: Partnering 
with Providers

Negotiating a new 
partnership with the 
physicians and health 
systems that care for 
your employees

A. Service Location(s) and Volume

i. Where do your employees live?

ii. Is on site care a possibility?

iii. Which physicians and health systems 
serve this geography?

iv. Which physicians and health systems 
would be good partners?

v. Develop negotiating strategy

B. Program Development

C. Reimbursement Arrangements

D. Health Plan Coordination



#2: Partnering 
with Providers

Negotiating a new 
partnership with the 
physicians and health 
systems that care for 
your employees

A. Service Location(s) and Volume

B. Program Development

i. What are most important health 
issues?

ii. Wellness goals (e.g., obesity, tobacco)

iii. Prevention (e.g., screening)

iv. Disease management (e.g., diabetes, 
mental health)

v. Service expectations

vi. Infrastructure (e.g., online medical 
records)

C. Reimbursement Arrangements

D. Health Plan Coordination



#2: Partnering 
with Providers

Negotiating a new 
partnership with the 
physicians and health 
systems that care for 
your employees

A. Service Location(s) and Volume

B. Program Development

C. Reimbursement Arrangements

i. What is and isn’t covered by health 
plan?

ii. Paying for additional quantity

iii. Paying for additional quality

iv. Paying for additional value

v. Assuring savings exceed costs

D. Health Plan Coordination



#2: Partnering 
with Providers

Negotiating a new 
partnership with the 
physicians and health 
systems that care for 
your employees

A. Service Location(s) and Volume

B. Program Development

C. Reimbursement Arrangements

D. Health Plan Coordination

i. Benefit design issues

ii. Reimbursement issues

iii. Disease management issues

iv. Competitive issues



#3: Partnering 
with Health 
Plans

Assuring that your 
health plan is in 
alignment with goals #1 
and #2

A. Negotiating strategy

B. Benefit design issues

C. Reimbursement issues

D. Disease management issues

E. Assuring that savings accrue to 
sponsor’s benefit
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Conclusions

Health plan sponsors 
have substantial 
opportunities to reduce 
health care costs

 Health care costs are likely to 
continue rising if no action taken

 Current health system focuses on 
acute care, not

 wellness, prevention or chronic disease 
management

 Employees must be engaged in 

 wellness, prevention and chronic 
disease management

 Providers must also be engaged in

 wellness, prevention and chronic 
disease management



Questions and Discussion


