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EEEEmmmmppppllllooooyyyyeeeerrrrssss////GGGGoooovvvveeeerrrrnnnnmmmmeeeennnntttt

eeee----CCCCoooovvvveeeerrrraaaaggggeeee
Insurance, Benefits, etc,

eg, eBenX, HealthExtras, HealthMarket

PPPPaaaayyyyoooorrrrssss
HMOs, PPOs, and TPAs

eeee----CCCCaaaarrrreeee
Disease Management

eg, CyberCare, Life Metrix, PharMetrics

PPPPaaaattttiiiieeeennnnttttssss

Insured

eeee----CCCCoooonnnnssssuuuummmmeeeerrrr
ÒB2CÓ

eg, DrKoop, drugstore.com

PPPPrrrroooodddduuuuccccttttssss
Pharmaceuticals, Med/Surg Supplies,

and Medical Equipment

eeee----CCCCoooommmmmmmmeeeerrrrcccceeee
ÒB2BÓ

eg, Ventro, Neoforma, I-Many

PPPPrrrroooovvvviiiiddddeeeerrrrssss
Hospitals, Physicians, Long-Term Care

eeee----CCCCoooonnnnnnnneeeeccccttttiiiivvvviiiittttyyyy
Transactions, Handhelds, etc,

eg,Healtheon, Allscripts, Data Critical

Communication
Via Internet

eg, HealthGate, Medem, 
Phase Forward

The E-Health Opportunity
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HealthMarket

♦ New forms of benefit plans as an alternative to managed care
— manage financial exposure, not behavior
— returns control to patients and physicians

♦ Operating system for the next generation of health care
— efficient market for health care services
— new contracting paradigm with providers
— infrastructure for a defined contribution program

♦ On-line exchange for finding, evaluating, purchasing and
financing healthcare services

— quality information
— price transparency
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HealthMarket

♦ Raised $56 million in first round capital
— Chase Capital Partners
— General Atlantic Partners
— J.H. Whitney
— Fleet Equity
— Acacia Venture Partners

♦ Establishing strategic partner relationships
— providers
— employers
— reinsurers
— payors
— distributors

♦ Timeline
— initial launch this summer
— commence employer sales and marketing in September
— initial enrollment in January
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The Opportunity

♦ Largest segment of the US
economy

♦ Nearly 85% or  of health care
spending is for services

— $230 billion is out-of-pocket

♦ Managed care has had a
dramatic impact

Services represents the majority of the $1.0 trillion US health
care industry

Source: Raymond James & Associates

Products and
Home Equipment
$60

Healthcare Service
$850

Prescription Drug
$100
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The Opportunity

♦ Employers, consumers and
providers are frustrated

— costs are rising
— limits on coverage and

access
— complaints/legal action

increasing

♦ 79% of Americans feel there
is something seriously
wrong with the US
healthcare system

 The marketplace wants an alternatives to managed care
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The Opportunity

Users Concerns 

Consumers ← Dist rust ful o f syst em and underlying incent ives 
← Frust rat ed over limi ted choice o f providers 
← Rising out-o f-pocke t expenses 
← Searching for information on t reat ment op tions 
← Seeking great er control over heal th care dollars 

 ←   ←  Employers ← Facing rising cost s and dissat isf ied employees 
← Concerns about  f iduciary liabilit y 
← More t han 60% of employers are expect ed t o move t o a 

def ined cont ribut ion syst em by 2 01 0 

 ←   ←  Providers ← Not succeeding f inancially 
← Loss o f cont rol o f patient s t o managed care 
← Experiencing signif icant  delays in reimbursement 
← Recognizing pat ient  f rust rat ion 
← Administ rat ive burdens 

 



The HealthMarket Solution
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The HealthMarket Solution

THE
EXCHANGE BENEFIT PLANS

HealthMarket’s is creating the alternative to managed care
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HealthMarket, Inc.

The HealthMarket Solution

Provider
Networks

Sales &
Marketing

Insurance
Administration

The Exchange Benefit Plans

Insurance Carriers
Co-Branding
Relationships

HealthMarket
Operating System



The HealthMarket Exchange
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HealthMarket Exchange

♦ Online exchange for the purchase, delivery and administration of
health care services

— all health care services
— price transparency
— quality and outcomes information
— Condition and treatment information

♦ Broadens the reach of providers
— www.healthmarket.com
— corporate Intranets
— Internet portals
— health care content and e-commerce sites
— insurance company web sites

♦ Ultimately provides for the dynamic pricing of health care services
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www.healthmarket.com

The HealthMarket Exchange

HealthMarket links buyers and sellers to establish an efficient
market for health care services

Providers of Care Consumers of Care

Disease Mgt.
Companies

PBMs

IPAs
PPOs

Integrated
Delivery
Systems

Hospitals
Physicians Individuals

Employers

Consultants

Unions

Insurers

Brokers
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The HealthMarket Exchange

Purchaser
of care

Provider Finder

Benefit Plans Health Information

Price Transparency
Health Care

Communities

Provider Profile Quality Indicators

The Exchange helps purchasers navigate the complex process
of purchasing health care services
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The HealthMarket Exchange

The Exchange delivers powerful benefits to all participants

Users Benefits 

Consumers ← Cent ralizes quali ty and pricing informat ion 
← Empowerment  t o navigat e healt h care indust ry 
← Expands access t o providers 
← Provides condit ion and t reat ment  information  

 ←   ←  Providers ← Broadens reach t o buyers 
← Lowers market ing cost s 
← Permi ts immediat e pricing and new product int roduc tion 
← Accelerates reimbursement  
← Reduceds administ ra tive burden 

 ←   ←  Employers ← Creat es employee incent ive t o manage cost s 
← Expands benefit of fering t o employees 
← Creat es alternat ive t o HMO coverage 
← Creat es infrast ruc ture for def ined cont ribut ion 

 



HealthMarket Benefit Plans
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HealthMarket Benefit Plans

♦ An alternative to managed care
— freedom of provider choice
— manages financial exposure and not behavior
— creates greater cost awareness among all participants
— aligns interests of all participants
— patient advocacy system

♦ Organizing care into three categories
— routine expenses
— acute and chronic care
— catastrophic care
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HealthMarket Benefit Plans

Catastrophic
 Care

Acute and Chronic Care

High

Low

Payment CoverageAverage Cost

Fully covered

Episode or treatment
allowances

Subject to fee
schedule limits

or payments
deducted from

an MSA

Routine Expenses
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HealthMarket Benefit Plans

♦ Initially identified 60 episodes of care
— supported by independent actuarial review
— approximately 45% of total medical expenditures
— HealthMarket expects to double this number by 2001

♦ Developed more refined methodology for allocating risk
— Episode of Care - clinical integration of all care factors required to

address a patient’s disease state
— Episode Allowance – discrete budget allowance across a spectrum of

care matched to a clinical outcome

♦ Episode of care methodology has significant benefits
— increases actuarial predictability
— providers only at risk for costs that they can control
— reduces costs

Episode allowances are integral components of the benefit
plans
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HealthMarket Benefit Plans

Managed care currently seeks to control provider behavior

$

High Cost Case
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HealthMarket Benefit Plans

Elimination of high cost outliers

$
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HealthMarket Benefit Plans

Medical Services

The HealthMarket
Exchange

Understand Coverage

♦ Scheduled Benefit

♦ Episode Allowance

♦ Event Allowance

Select a ProviderDetermine Category
of Service

♦ Routine Care

♦ Acute & Chronic Care

♦ Catastrophic Care

Step 1 Step 2 Step 3
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HealthMarket Benefit Plans

In Excess of
Scheduled Benefit

Select Provider

Individual Pays
Difference

Services Paid in
Full by HMI

Within Allowance

Routine medical care: No gatekeeper or pre-approval process
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HealthMarket Benefit Plans

In Excess of
Allowance

Budget

Select Provider

Individual Pays
Difference

Subject to
max

out of pocket

HMI Packaged
Pricing

& Services

Construct Personal
Treatment Plan

Services Paid
in

Full by HMI

Within
Allowance

Services Paid
in

Full by HMI

Within
Allowance

In Excess of
Allowance

Budget

Individual Pays
Difference

Subject to
max

out of pocket

Chronic and acute care: Introduce episode allowance with no
clinical mandates

Subject to
max

out of pocket
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HealthMarket Benefit Plans

Catastrophic services: Provide patient education and advocacy

(1) Subject to maximum out of pocket

Emergency/Trauma

Paid Subject to
Plan Design (UCR)

Transplants, Neonates, etc.

Contact HMI
Patient Advocate

Construct Personal
Treatment Plan

Provider Selection
Support

HMI Center of
Excellence Prog.

Services Paid in
Full by HMI

Customized Plan
Mgmt Program

In Excess of
Allowance

Select Provider

Individual
Pays Diff.(1)

Services Paid in
Full by HMI

Within
Allowance
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HealthMarket Benefit Plans

Unique ability to hit multiple price points

C
o

st

Volatility

Competition

HealthMarket

Fully Insured

ASO
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HealthMarket Benefit Plans

Unique premium “dial in” price points

Full Indemnity PMPM=$190.00

Risk Thermostat 70%

60%

50%

80%

90%

 
Defined Case Benefits 

5 0th 
Percentile  

6 0 th 
Percent ile  

70 th 
Percent ile  

8 0th 
Percentile  

90 th 
Percent ile  

To tal Hip $10,000 $12,0 00 $16,000 $21,000 $28,000 

Prost at ect omy 15,000 18,0 00 22,000 29,000 35,000 

Cat aract 3,500 4,200 5,900 6,600 8,300 

Delivery 2,500 3,000 4,500 5,900 7,500 

"Dial In" Price Points  $9 5.0 0 $ 114.00 $1 33.00 $ 15 2.0 0 $ 1 71.00 
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HealthMarket Benefit Plans

♦ www.healthmarket.com

♦ Existing carrier sales organizations
— private label offerings

♦ National general agent rollout

♦ On-line intermediaries, for example:
— BenefitPort
— Channelpoint
— BenefitMall
— Quotesmith

♦ Retail brokers

♦ National telemarketing

Utilizing a broad distribution strategy


