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Rethinking the Political Economy
of American Health Care

 There isn’t one market in healthcare,
there are two: the Ex Ante Market for
Health Insurance (Exchanges) and EXx
Post Market for Health Care
(Transparency tools and benefits)

e This means recognizing three distinct
forms of risk: 1) Probability Risk, 2)
Technical Risk, and for today’s
discussion, 3) Choice Utility Risk
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A Central Thesis: after risk-
adjustment, all episodes are highly
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Holding providers and patients responsible for costs between

the 80t and 98" percentile of episode costs would save 30%
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Solution: capping the top 20t
percentile yields a 38% savings

Top 20t percentile defined as
episodes above the 80t
percentile ratio of actual to

Actual data of 147k patient
episodes and $707M in total

COSts .
predicted costs

S ECR Potential Savings
¢ DM s 70,991,234
CAD 5 65,544,755
ASTHMA 5 36,851,726
GERD s 28,297,418
COPD 5 27,124,005
CHF -] 10,793,564
HTN s 10,669,486
STR 5 4,319,205
PNE 5 3,992,171
PREG 5 2,472,306
COLOS 5 2,409,174
GALL s 1,101,422
AMI 5 811,930
PCI 5 716,561
BARI 5 480,264
HYST 5 478,721
KMEE 5 445,022
KNRP s 359,568
CABG 5 270,093
HIPR 3 256,075

N COLON s 255,637

Typical mPotentially Avoidable

Source: HCI®’s Prometheus Payment Work
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HDHPs Don’'t Create Price
Sensitivitmym\[{]\/hen It Matters
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The vast majority
of plan members
have total costs
of care less than
$2K a year.
When it matters,
they are price
Insensitive,
leading to lots of
plan members
going to low
value, expensive
providers.



The Problem: Indiscriminant FFS
Sick Plans (unilateral deductible)

Annual Deductible: In-network $500 Individual / $1,500 Family Out-of-Network $5,000 Individual
[ $15,000 Family

Annual Out-of-Pocket Maximum: In-network $1,500 Individual / $3,000 Family Out-of-network
$7,500 Individual / $15,000 Family

Co-Insurance/Co-Pay: In-network 80% Out-of-network 60%

Primary Care Physician Services: In-network $25 Primary Care $80 Specialist Out-of-network
Deductible, 60%

Other Physician Services: In-network Deductible, 80% Out-of-network Deductible, 60%
Preventive Care (In-network coverage only)

Mammograms, Pap Smear, Prostate Screening, Well Child to Age 6, Physicals $25 Copay, then
100% 0%

Hospital / Skilled Nursing Facility Charges: In-network $100 Copay, 80% Out-of-network $500
Copay, 60%

Outpatient Facility Charges: In-network Deductible, 80% Out-of-network Deductible, 60%
Emergency Room: In-network Deductible, Out-of-network 80% Deductible, 60%

Ambulance: Deductible, 80%

Other Services (Outpatient Facility, Home Health, Physical Therapy, Mental Health): In-
network Deductible, 80% Out-of-network Deductible, 60%

Prescriptions $10 (Generic) / $25 (Preferred) / $60 (Non-Preferred)

Lifetime Maximum $1,000,000
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Blind “Coverage”

Across spectrum of care and benefits package
$1,000,000

Dark Zone of Full Coverage

$7,500 OPM

Co-Insurance

$2,500

Deductible
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The Solution P4P = B4P: Medical
Episode Savings Accounts (MESA)

« A multilateral deductible system that distinguishes clinical nuance — that
IS, cost exposure is tuned to condition and patient response

« Rather than just generating a bill at the end of a care episode, a MESA
gives the patient an allowance at the beginning.

A MESA gives the patient a list of high-performing providers who can
provide the needed care, each provider’s negotiated bundled price, and
the quality recognitions they have earned.

« Armed with clear cost and quality information, the patient can then
choose any provider on the list.

« A MESA can be linked to wellness programs so that patient
consumption performance can be rewarded (B4P)
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MESASs: Parsing Clinical Nuance

Diabetes MESA

$1,000,000
ull Coverage
$7,500 OPM
Co-lnsurance
$2,500
Deductible Wellness Programs
Up to 30% of Premium
$8,000
Participatory
Wellness
Allowance

Health Contingence
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Example — Joint Replacement

Procedure
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John Jackson
Age 55
Manchester, NH

Spending
Allowance for
Knee Replacement

Procedure: $24,000

11



John — An Employee With a Bad Knee

* When the need for the procedure is confirmed,
he receives an allowance that covers all services
for the entire episode of care, including
consultations, procedure, equipment, and follow-

up.

* He is given a list of providers who can perform
the procedure, some with bundled fees.

 |If the cost comes in under budget, the unspent
funds can be rebated as additional income

* If the cost comes in over budget, the patient’s
deductible and co-insurance kick in.
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John’s Provider Choices
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Surgeons for John Jackson’s Knee Replacement Procedure

Allowance: $24,000

PROVIDER A

DR. ROBIN CURRIER
Fixed Bundled Fee:
Member will Bank:
Quality Rating:

Click for more info

PROVIDER D

DR. GERALD LEAR

No Bundled Fee: $20,000 - $50,000
Member Could Pay Up To: ~ $26,000
Quality Rating: A-

Click for more info

PROVIDER B

DR. EDWARD TOMPKINS

Fixed Bundled Fee: $24,000
Out-of-Pocket Expense: $0
Quality Rating: A

Click for more info

PROVIDER E

DR. KELLY O'LEARY

No Bundled Fee: $20,000 - $50,000
Member Could Pay Up To:  $26,000
Quality Rating: A

Click for more info

PROVIDER C

DR. MARK BURNS

Fixed Bundled Fee: $25,000
Out-of-Pocket Expense: $1,000
Quality Rating: B

Click for more info
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Procedures Are Important But So
Is Chronic Care

Total US

Average Per Member Yearly Premium Component Medical
Spend ($)

$500 75,000.000,000

337,500,000,000

112,5010,000,000

75,000,000,000

Premium 1
H Preventivecare B Routine Sick care B Chronic Medical  »Acute Medical/Procedural Elective Procedures

= Employers cover 48% of lives in U.S.
= Chronic care management comprises 45% of total spend (more
when including elective surgeries and acute medical events)
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Example — Diabetes
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Mary Walsh
Age 45
Nashua, NH

Spending Allowance
for Annual Diabetes
Care: $8,000
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Mary — An Employee With Diabetes

At the beginning of the year, she receives one allowance
that covers preventive care and another allowance that
covers diabetes care (and related conditions) for the year.

« She is given a list of doctors who can provide care, some
with bundled fees.

« Once she chooses a doctor, she is given a schedule of
recommended services for the year.

- If she does not get recommended services, or gets non-
recommended services, she is assessed a penalty and her
allowance amounts are reduced.

« “Use it orlose it” — any funds not used by year-end are
forfeited.
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Mary’s Transparency Tool
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Physicians for Mary Walsh’s 2015 Diabetes Care

Allowance: $8,000

PROVIDER A

DR. JAMES YOUNGER
Fixed Bundled Fee:
Member will Bank:

Quality Rating:
Click for more info

PROVIDER D

DR. MATTHEW RISON

No Bundled Fee: $5,000 - $12,000
Member Could Pay Up To: $4,000

Quality Rating: B
Click for more info

PROVIDER B

R. MELANIE CLEGG
Fixed Bundled Fee:
Out-of-Pocket Expense:

Quality Rating:
Click for more info

PROVIDER E
DR. IRIS LITTLETON

Mo Bundled Fee: $5,000 - $12,000
Member Could Pay Up To:

Quality Rating:
Click for more info

PROVIDER C

DR. KEVIN CARSON
Fixed Bundled Fee:
Out-of-Pocket Expense:

Quality Rating:
Click for more info
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Mary’s Chronic Care Engagement
Tool
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2015 Diabetes Care Calendar for Mary Walsh

FEBRUARY MARCH
2015 2015

v Office visit to check v Ophthalmologic v Nephropathy
Blood Pressure, LDL exam assessment
and HgBA1c levels

SEPTEMBER NOVEMBER
2015 2015

v Office visit to check v Podiatry exam
Blood Pressure, LDL
and HgBA1c levels

Hlumé
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Matching MESA with wellness and
accountable care — a specific
diabetes example

The Scenario

e Mary selects Dr. James Younger
practicing with Medical Partners

 Mary’s MESA for diabetes is $8,000 for
2015

 Medical Partners has a contract with her
plan to manage her 2015 diabetes care
for $7,000
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The Medical Partners Diabetes
Management and Wellness
Program

 Mary is entered into the MP EMR Diabetic Registry that has a
practice wide diabetic care flow template continuously updating
key metrics

« Key metrics: H1Ac, Lipid profiles, blood pressure, weight, foot and
eye exams, neuropathy exams, smoking status, Influenza and
Pneumococcal vaccination status — important Participatory and
HC wellness targets

» Diabetic education class partners with local pharmacies and
Certified Diabetic Educator (4 hours)

* Free glucometers and support with pharmacy for medication
management and injection training

* Nutritional counseling and ongoing support

» Personal coach for patients with H1Ac > 9
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Mary’s Wellness Ledger

Mary’s MESA Budget: $8,000 HP Contract: $7,000 Mary’s Plan Cost: $17,000

PWP $1,000 HCWP 30% = $5,100 50% = $8,500
PWP HCWP
Recognized Provider HbAlc <7.0

Recommended OV

Lipid < 100mg / dI

Diabetes Education

Nutritional Program Blood Pressure <130/ 80
Med Compliance BMI g
Vaccinations

_ Smoking Quitter
Gym Membership
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The Takeaway...

Health 1s Wealth

The solution is to merge health benefits to
one’s sense of estate

For Mary, over the course of her career, that’s
$186,862 (@5%) added to her family’s savings!
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A New Platform: with a broadened
toolkit for “tunable parameters”

* Operates episode of care contracting and
MESA benefits at scale

* Provides simple to understand consumer
iInterfaces on provider price and quality

» Offers wellness programs that rewards
results

 Feds should allow new wellness rewards
to accrue to tax-deferred instruments
(remember Mary!)
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FAIR, EVIDENCE-BASED SOLUTIONS.
Real and Lasting Change.

For contact information:
L EEET HEALTH CARE
www.bridgestoexcellence.org INCENT'VES

IMPROVEMENT INSTITUTE®
www.prometheuspayment.orqg
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