
Innovation in Benefits

August 23, 2017

Greg Mansur 



The pace of change

At the beginning of the century,
Ray Kurzweil, Futurist and Chief
Engineer at Google, predicted 
that 20,000 years of 
progress would be crammed 
into the next 100.
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How the benefits landscape has 
evolved
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The challenge to offer competitive benefits while managing rising 
cost trend has historically relied on greater cost sharing through 
plan design and contributions

Source:  PwC 2016 Touchstone Survey
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Employers expect 
healthcare costs 

to continue to 
increase

73% of employers 
offer an HDHP

$303X

The average 
medical deductible 

has tripled

Over the last decade

Average rise in 
monthly 

contributions



33% of executive committees treat  
wellness/well-being programs as a 
defined business priority (highly 
supportive) 

42% acknowledge them as an 
important benefit (moderately 
supportive)

But plan sponsors have also implemented wellness and disease 
management programs to address cost drivers and promote health

• 79% of employers offer wellness/well-
being programs, and 63% offer disease 
management programs

• The most common wellness/well-being 
program is the employee assistance 
program (98%), and the least common is 
on-site health clinics (27%)

• The most common disease management 
program is diabetes (93%), and the least 
common is lower back pain (54%)

• 42% are considering expanding wellness 
initiatives by increasing the number and 
variety of programs
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Wellness and disease management programs 
have maintained popularity since 2008



Wellness continues to move beyond the physical and mental 
dimensions
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While health benefits are a major area of focus, employers also 
recognize the need for flexibility while expanding access to 
ancillary benefits

• Employers are offering more choice 
and flexibility

– 61% sponsor a flexible work 
schedule and 57% allow 
telecommuting, compared to 
36% and 43% as recently as 2013

• Some employers have adopted 
unlimited sick days and/or 
unlimited vacation days

• Voluntary benefit offerings are 
expanding

• The average paid maternity leave is 
46 days

• Time off varies by tenure
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Average New hire
10+ years 

tenure

Holidays 10 days  

PTO days 17 days 26 days

Vacation 10 days 20 days

Sick days 7 days 11 days

32% offer employee-pays-all homeowner’s insurance in 2017, up from 10% in 2012



But as employers have added new programs and initiatives to their 
benefits “machine”, optimizing the integration becomes more 
challenging
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Challenges and opportunities driving 
innovation in benefits
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The new reality:  external factors will drive even more change and 
innovation to employer-sponsored health care
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Employer-
Sponsored

Health Benefits

Rising Health
Care Costs

Technology

New 
Entrants

Industry
Dynamics

Health 
Literacy

Regulatory
Landscape

Challenges and opportunities embedded in 
market trends are resulting in a heightened 
search for alternatives to traditional efforts at 
cost shifting and targeting cost drivers:

• Considering cost effective networks / direct to 
provider contracting

• Leveraging technology and innovation to 
improve convenience and engagement

• Educating is critical to improve personal 
accountability

• Understanding regulatory changes that may 
increase costs

• Using data analytics (beyond claims) to provide 
insightful strategic decision support

Whether ACA is repealed, replaced or repaired, these challenges will remain for employers



Multi-generational workforces:  a new dimension in health care

Baby Boomers

• Not tech savvy

• Fewer jobs

• Retirement ready

Gen X
• Highly educated

• Pro social diversity

Millennials
• Tech savvy

• Individual focus

• Transient

Driving change?

Choice & 
Customization

Does one size fit all, or 
are choices needed?  

More plan options and more 
program choices

Convenience Accessibility: physical 
vs. virtual

Care based on convenience rather 
than relationship

Networks Attachment to 
providers

New affordable network options will 
be valued

Affordability Contributions vs. OOP Issue for all, but not measured 
equally

Technology / 
Interoperability

Use of technology for
care support, data 
accessibility, 
consumerism

• Data integration, social 
networking, sharing data, 
consumerism

• Opportunity for personalized 
medicine, EMR

Engagement & 
Accountability

What programs are 
needed?

Incentives to increase accountability; 
carrot vs. stick approachesBB X M

BBXM

BB X M

BB X M

BB X M

Priority from Low to High

Employers also must balance 
the varying needs of a diverse 
workforce

BB X M
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Innovative employers are now looking to add value – to the 
employees and their organization

Innovative employers are open to considering new strategies to drive value, increase 
employee engagement and accountability while linking to the broader need to promote a 
more agile and productive workforce
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Traditional  
solutions rely on 
cost-shifting, 
while emerging 
solutions are 
poised to change 
the game through 
personal 
engagement

• Self-insuring
• Outsourcing 
• Using HDHPs only
• Adding surcharges
• Investing in wellness
• Adding choice

• Value based benefits
• More choice, more voluntary 
• Increasing HDHP options
• New or custom network 

models, value based payment
• DC / private exchanges
• Investing in well-being
• New technology solutions 

focused on engagement, clinical 
effectiveness, personal devices 

Traditional Solutions

Emerging Solutions

Emerging solutions rely more on the ability of providers, 
payers and the many vendors and solutions in the health care 
ecosystem to deliver value and a better patient experience



What are the potential impacts to health benefits?

Employers will consider the broader array of new options available as they re-
design health benefits. Many of these options will work well as part of broader total 
reward strategies.
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• Vendor 
strategy

• Sourcing 
strategy

• Financial 
strategy

INPUTS

External factors:
• Rising costs
• Regulatory change
• Industry dynamics
• Technology 

Workforce Dynamics:
• Different needs
• Accessibility has new 

meaning
• Industry dynamics
• Technology 

Employer reqs.:
• Affordability
• Attractive, competitive 

quality programs
• EE accountability

Employer H&W Options

• Sourcing
• New network options
• Voluntary products strategy
• Well-being strategies 
• Workforce cohort strategies
• Choice / Personalization 
• Employee portals, engagement tools 
• Use of incentives
• Care management and Advocacy
• DC financing

Other Reward Options / Integration

• Work flexibility and PTO
• Perk strategy 
• Global benefits
• Financial / retirement planning
• People analytics



Defining a path forward
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Creating a strategy for “benefit success”
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Strategy should reflect corporate direction, but be tailored to address the 
emerging talent and health care challenges you as an employer face.  Key 
questions might include:

• How do the current 
benefits meet the 
needs of the 
workforce?

• Will the workforce be 
changing in the 
future, and if so, will 
the benefit 
requirements 
change?

TechnologyWorkforce PortfolioFinance

• How does the 
current 
administration 
meet the needs of 
HR, the 
organization and 
employees?

• What options exist 
to enhance service 
to HR, its 
constituents, or 
employees?

• What is the role of 
HR in terms of 
financing benefits?

• How can the 
company provide 
affordable, 
attractive, 
sustainable 
benefits?

• How can you use 
the changes in the 
market to create 
better solutions?

• What do my H&W 
benefits need to look 
like?

• Will one size fit all, 
or should we 
consider a more 
“facilitated role”?

• How does this fit 
into total rewards, 
and/or our contract 
with employees?

• What is need to 
have vs. nice to 
have?



What are the core components of future health benefits? 

While health 
“insurance” will be the 
core to the benefit 
program, how it is 
provided has to 
change, with 
technology being the 
key enabler of change
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Choice
• Plan design options
• Products/programs
• Networks or 

providers
• Health plans

Total Rewards
• Better integration 

into TR framework 
to enhance the 
overall employee 
experience

• Offerings for new 
workforce segments

Financial
• Shift to DC
• Increased use of 

incentives
• Cost shifting via 

design and 
contributions

• Voluntary programs

Technology
• Integrated EE 

portals & service 
models

• Better HR tech 
solutions

• Wearable, digital, 
tools



Act now.
Change is already happening, and accelerating.  By 
failing to innovate, your benefits program can get left 
behind.

No regrets and bets.
Plan for a dynamic rather than a static future. You’ll 
need to recognise multiple and evolving scenarios. 
Make ‘no regrets’ moves that work for you but don’t be 
afraid to place some bets.  Your benefits program 
offers plenty of places to test new ideas.

Make a bigger leap.
Don’t be constrained by your starting point. You 
might need a more radical change than just a small 
step away from where you are today so invest the time 
in thinking through your pathway to your desired 
future state.

Don’t fear new technology.
Much of the rapid pace of innovation is fueled by creative uses of 
technology.  Don’t assume your employees won’t understand it.  
Also, don’t assume technology is 

People not programs.
Make the innovation about your people and how they can become 
better healthcare consumers and enjoy a better quality of life.  
Don’t make it about the programs or plan designs. Your 
workforce is going to change – because of demographic shifts or 
underlying changes in how work gets done.  You will need to be 
agile in your benefits strategy so that you can adapt.

Build a clear narrative.
Many employees are already anxious about their work and their 
future.  Changes in your benefit programs need to be 
communicated thoughtfully and, wherever possible, tie to your 
organization’s overall mission and values.

Innovation in benefits:  Six key messages for leaders
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An independent non-
profit corporation 
working to catalyze 
employer, public 
purchasers and others 
to implement strategies 
that produce higher-value 
health care and improve 
the functioning of the 
health care marketplace. 

About CPR 
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LEVEL SETTING ON BENEFIT 
DESIGN 
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Defining Benefit Design 
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Benefit designs describe which health care services will be covered 
by the plan, the providers from which a member can receive a 
covered service, and the cost sharing amounts a member will be 
responsible to pay. 

 
 

 
Health care services covered 
 
Providers 

 
Consumer cost-sharing 
 

 



INNOVATIVE BENEFIT DESIGNS 
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www.catalyze.org   
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Purchasers are implementing high-value benefit 
design strategies designed to achieve value by 
encouraging consumers to seek care from providers at 
the intersection of high-quality and low-cost.   

Innovation in Benefit Design 

August 23, 2017 



Prominent Models 
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Some prominent models include: 
  
- High-deductible health plans (HDHP) 
 
 

- Value-based insurance design (V-BID) 
 
 

- Reference pricing  
 
 

- Centers of excellence (COE)  
 
 

- Narrow networks 
 
 

- Tiered networks 



High Deductible Health Plans 

www.catalyze.org   
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High Deductible Health Plans 
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HDHPs require consumers to cover 100% of their health care 
costs up to their deductible, at which point their regular insurance 
coverage begins (e.g., co-insurance and co-payments).  

Office Visit Test Service Drug 

Individual 
Pays 

Other insurance coverage 

Office Visit Test 

Hits Deductible 



Objectives of High Deductible 
Health Plans 
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To make consumers more cost sensitive to care and 
reduce unnecessary care by requiring consumers to pay the 
full cost of care. 
 
 

To encourage consumers to shop for lower-priced 
providers instead of just consuming less medical care and 
send a signal to the market that people pay attention to 
prices.  
 
 

To create plans that offer consumers lower premiums in 
exchange for higher deductibles and maximum out-of-
pocket costs.  
 

1 

2 

3 



Current Approaches & Results 
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Many employers and other purchaser offer high deductible health plans to 
members—nearly one-quarter of workers are enrolled in HDHPs. A large 
self-insured firm switched from a non-HDHP PPO to a full-replacement 
HDHP. 

Sources: As high deductible health plans become increasingly prevalent in both group and individual markets, it remains to be seen how they will affect  health 
care access and outcomes. Health Affairs, 2016. 

 Brot-Goldberg, Z. et al. What Does a Deductible Do? The Impact of Cost-Sharing on Health Care Prices, Quantities, and Spending Dynamics. The 
 National Bureau of Economic Research. October, 2015 

The Results  
 

•  The firm saw between 11.8-13.8% reduction in total firm-wide health 
care spending, over two years. 

 

•  Consumers reduced use of health care services across the spectrum, 
including potentially valuable care (e.g., preventive services) and 
potentially wasteful care (e.g., imaging).  



Value-Based Insurance Design 

www.catalyze.org   
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Value-Based Insurance Design 
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V-BID is built on the principle of lowering or removing financial barriers to 
essential, high-value care based on “clinical nuance”   
 

1.  Medical services differ in the amount of health they produce. 

2.  The clinical benefit derived from a specific service depends on the 
consumer using it, as well as when and where they receive it. 

Immunization (Flu shot)    Free for everyone 
 
 

Blood pressure screening   Free for adults 
 
 

Eye exam   Free for patients with diabetes 

A specific service that is beneficial to a certain population may 
not be beneficial to all. 
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Objectives of Value-Based 
Insurance Design 
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To encourage consumers to receive necessary care 
by reducing the financial barriers to care (e.g. out-of-
pocket costs) to prevent the adverse health effects that 
can arise when patients do not get the care they need.  
 
 
The long term objective is to improve population health 
by increasing the rate at which consumers use high-value 
treatments.  

1 



Current Approaches & Results 
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Section 2713 of the Affordable Care Act 
 

The State of Connecticut Health Enhancement Program implemented a 
program for state employees, that reduced monthly premiums and out-of-
pocket costs for clinically beneficial, evidence-based care and offered 
enrollees with chronic conditions lower co-pays for specific services and 
medications. 

Source: V-BID in Action: A Profile of Connecticut’s Health Enhancement Program, Center for Value-Based Insurance Design, February, 2017. 

The Results 
•  Monthly primary care visits increased from about 12,000 in July 2011 to 

21,000 in May 2012, while specialty care visits decreased from about 
24,000 to 19,000 and ER visits have fallen by about 800 visits in the 
same time period. 

•  Adherence to heart disease, blood pressure, cholesterol and diabetes 
medications modestly increased since the program’s launch. 



Reference Pricing 

www.catalyze.org   
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Reference Pricing 
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Reference pricing establishes a standard price for a drug, service, or bundle 
of services and requires plan members to pay any allowable charges above 
this price. 
 
The reference price is based on the range of prices in the market and 
must ensure that an adequate number of providers can meet it.  Mostly 
used for “commodity” services, with significant price variation and little 
variation in quality. 

Consumer 
pays the 

difference 

Reference 
price 



Objectives of Reference Pricing 
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To eliminate the vast variation in prices of care by 
setting a reference price, or cap, that reflects what health 
plans and other purchasers think is a reasonable price for 
that particular service.  
 
 
To encourage consumers to seek care from less-
expensive providers for services in which prices vary 
significantly in order to reduce spending and encourage 
expensive providers to bring their prices down.  

2 

1 



Current Approaches & Results 
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Sources: David Cowling, CalPERS Reference Pricing Program for Hip or Knee Replacement, PowerPoint 
    http://healthaffairs.org/blog/2015/07/07/appropriate-use-of-reference-pricing-can-increase-value/ 

The Results:  
•  Induced enrollees to use lower-priced facilities—patient volume at 

providers that met the reference price increased by almost 7%. 

•  As a result, the price of a hip or knee replacement decreased 26%, so 
CalPERS saved $5.5 million in the first two years. 

•  Providers above the reference price dropped their prices as a result. 

The California Public Employees’ Retirement System (CalPERS) 
implemented  RP for state retirees, and set the reference price for hip and 
knee replacement surgeries at $30,000, because prices ranged from about 
$10,000 to $75,000. 



Centers of Excellence 
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Centers of Excellence 
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Centers of excellence (COEs) are designated groups of providers  
that meet high standards for both the quality and the cost of 
care for a particular service or set of services.  
 

Employers and payers typically 
create COE programs to address 
variations in quality and costs 
for particular high-cost or highly-
specialized services. 
  
This enables patient members to 
select care from a site offering high-
quality, more affordable care. 

Transplant 
Joint Replacement 
Heart Surgery 

Transplant 
Joint Replacement 
Heart Surgery 

COE 

COE 
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Objectives of Centers of 
Excellence 
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To ensure that the care patient-members receive is 
appropriate—some programs compensate providers for 
thorough evaluations of patients. 
 
 
To offer a high-value alternative while preserving 
patient choice.  



The Results:  
 

•  Wal-Mart learned that about 40% of transplants and 30% of spinal 
surgeries done today are unnecessary and therefore, because the 
program paid providers to assess appropriateness, Wal-Mart could 
save money and ensure that their associates are receiving appropriate 
care. 

 
 
 
Source:  Binder, Leah. Congress, Take Note: This Smart Walmart Deal Saves Patients, Saves Money and is Nonpartisan. Forbes. June 27, 2017 

 http://news.walmart.com/2016/10/10/the-right-care-at-the-right-time-expanding-our-centers-of-excellence-network 

Current Approaches & Results 
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Wal-Mart Stores, Inc. implemented centers of excellence for transplants 
and orthopedic procedures, which offer associates access to best in class 
facilities and specialists at no cost, including travel. Providers are also 
paid a separate fee to evaluate whether the service or procedure is 
appropriate. 
 



High-Value Provider Networks 
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Narrow Networks 
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High cost sharing, 
balance billing, and 
denial of coverage 

creates strong 
incentives to seek care 

in-network. 

Consumers limited to 
seeking care from this 

defined group of 
providers.  In return, 

consumers pay lower out-
of-pocket costs.  

Out-of-Network 

Narrow networks use cost and quality criteria  
to select providers from a broader provider network. 

In-Network 



Tiered Networks 
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Differential cost sharing per 
tier, higher tiers have lower 
costs.  
 
Cost-sharing distinctions can 
be made for co-payments 
(per day or per visit), co-
insurance, deductibles, and/
or the out-of-pocket 
maximum.  
 
Consumers can make trade-
offs between provider choice 
and cost of care.  

Also called high-performing networks, tiered networks designate groups of  
network providers into tiers based on the value of the care they provide. 

Providers that 
deliver high-value 
care (preferred 
providers). 
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Objectives of High-Value 
Provider Networks 
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To steer patients toward providers that offer care at a 
reasonable or lower cost, while not compromising on 
care quality. 
 
 
In reasonably competitive markets, high-value provider 
networks can provide payers with additional leverage in 
price negotiations with providers who fear losing patient 
volume if they are excluded from the network. 
 
 

Tiered networks: 
To preserve consumer choice. 
 

1 

2 



Current Approaches & Results 
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The Commonwealth of Massachusetts Group Insurance 
Commission offers a narrow network to government workers, with a 3 
month premium holiday, resulting in 25% reduction in their premium 
contributions. 
 
 
The Results:  

•  A study found that 10% of government workers were motivated to 
choose the limited network plan, a savings that ranged from $268 to 
$764 per year depending on the worker’s family composition and 
previous plan. 

•  The study reported about 4.2% reduction in spending for the GIC 
based on this shift.  

Source: Gruber & McKnight 2014 



Current Approaches & Results 
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The Commonwealth of Massachusetts Group Insurance 
Commission tiered specialists based on quality and cost-efficiency 
scores into three tiers with co-pay differentials at $25/$35/$45, which 
increased to $30/$60/$90 in 2016. 
 
 
 
The Results:  

•  Physicians with poor rankings lost about 10% of market share among 
new patients who were older and sicker, and about 15% of market 
share among new male patients. 

Source: Sinaiko, A. Variations in Patient Response to Tiered Physician Networks. Am J Manag Care. 2016;22(6):420-425 



Conclusion 
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Benefit  
Design 

=	$	

Benefit Design is just one piece of the puzzle… 



QUESTIONS & COMMENTS 
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Thank You! 
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Roz Murray 
Project & Research Manager 
Catalyst for Payment Reform 
 

rmurray@catalyze.org 
510.328.3328 
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State of Tennessee Group Insurance Plan 
2017 Wellness and Health Benefit Conference 
Memphis Business Group on Health 
August 23, 2017 

INNOVATION AS STRATEGY 
Payment Reform: A Journey to 
Value-based Payment 
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Creativity is thinking up new things.  
Innovation is doing new things. 

- Theodore Levitt 
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Benefits Administration 
•  Administer the State Group Insurance Program (SGIP) for three groups: 

▫  State and Higher education 

▫  Participating local education agencies (K-12 schools) 

▫  Participating local government agencies (cities, counties, etc.) 

•  Cover ~276,000 members 

•  Spend $1.5B annually; the state’s share of cost is estimated at $1B for 
CY2017 

•  Use commercial insurance networks 
▫  BCBST 

▫  Cigna 

•  Carve out for pharmacy and behavioral health (CVS Caremark and 
Optum) 
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Where We’ve Been  

•  Focus has been on member- facing initiatives 

▫  Population health / wellness 

▫  Member accountability 

–  Consumerism 

–  Cost shifting 

▫  Tightening of utilization management tools 

▫  Narrow(er) networks 

▫  Limited value-based benefit design 

•  Value-based purchasing and vendor accountability 
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Purchaser Levers to Improve Value 

Network	 Contrac/ng	

Payment	 Benefit	
Design	
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Tennessee Health Care Innovation Initiative 

•  Launched in 2013 by Governor Haslam 

•  Use the state’s purchasing power to change the way in which health care is 
paid in TN - pay for outcomes and quality care 

•  In TennCare, includes three strategies: Episodes of Care (EOC), Primary 
Care Transformation, Long Term Services & Supports State received State 
Innovation Model (SIM) grant funds 

•  Driven by Medicaid but episodes of care also includes the commercial 
market 

“It’s my hope that we can provide quality 
health care for more Tennesseans while 
transforming the relationship among 
health care users, providers and payers. 
If Tennessee can do that, we all win.” 
 

– Governor Haslam’s address to a joint 
session of the state Legislature, March 

2013 
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Original Vision for Episodes of Care: 75 in 5 years  

Source: TennCare and State Commercial Plans claims data, episode diagnostic model 
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Episode spend, $M Cumulative share of total spend, % 

Wave 

2013 2015 2016 2017 2018 2019 2014 

1 2 3 4 5 6 7 8 9 10 11 

Overview 

Design  
Year 

Episodes of care: 75 in 5 years  

▪  A review and 
planning process 
identified 75 
episodes to develop 
over the coming 5 
years 

▪  Episodes were chosen 
and sequenced based 
on opportunities to 
improve patient health, 
improve quality of 
patient experiences, 
and to deliver care 
more efficiently 
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Payers reimburse for all 
services as they do today 

Patients seek care 
and select providers as 
they do today 

1 2 3 

Providers submit 
claims as they do today 

‘Quarterbacks’ are 
provided detailed 
information for each 
episode which includes 
actionable data 

Unchanged 
Billing 
Process 

New 
Information 

Episodes of Care: Process 
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Episodes of Care: Definition 
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Average cost 
per episode 

for each 
provider 

Cost per 
episode 

Example provider’s individual episode costs 

Risk-adjusted average episode 
cost for the example provider 
group  

Example provider group’s 
average episode cost 

Average 

Risk-adjusted costs for one type of episode in 
a year for a single example provider group 

Low 
cost 

High 
cost 

Annual performance across all providers 

Provider quarterbacks, from highest to lowest average cost 

Gain sharing limit 

Commendable 
If average cost lower than commendable and quality 
benchmarks met, share cost savings below 
commendable line 

If average cost higher than acceptable, share 
excess costs above acceptable line 

If average cost lower than gain sharing limit, 
share cost savings but only above gain sharing 
limit 

If average cost between commendable and 
acceptable, no change  

This example provider group 
would see no change. 

Acceptable 

Episodes of Care: Incentives 
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ASTHMA EXACERBATION 
§  Linked to gain-sharing:  

‒  Follow-up visit rate (43%)  
‒  Percent of patients on an 

appropriate medication (82%)  
§  Informational only: 

‒  Repeat asthma exacerbation rate 
‒  Inpatient admission rate 
‒  Percent of episodes with chest  

x-ray 
‒  Rate of patient self-management 

education 
‒  Percent of episodes with smoking 

cessation counseling offered 

SCREENING AND SURVEILLANCE 
COLONOSCOPY 
§  Linked to gain-sharing: 

‒  None 
§  Informational only: 

‒  Participating in a Qualified Clinical Data 
Registry (e.g., GIQuIC) [May be linked to 
gain-sharing starting in 2017] 

‒  Perforation of colon rate 
‒  Post-polypectomy/biopsy bleed rate 
‒  Prior colonoscopy rate 
‒  Repeat colonoscopy rate 

PERINATAL 
§  Linked to gain-sharing:  

‒  HIV screening rate (85%)  
‒  Group B streptococcus 

screening rate (85%) 
‒  Overall C-section rate (41%) 

§  Informational only: 
‒  Gestational diabetes 

screening rate 
‒  Asymptomatic bacteriuria 

screening rate 
‒  Hepatitis B screening rate 
‒  Tdap vaccination rate 

Example of quality metrics from episodes in prior waves 

The quality metric ‘Participating in a 
Qualified Clinical Data Registry’ is a 
first attempt at using quality metrics 
based on other information sources 

than medical claims 

Episodes of Care: Quality metrics 
•  Some quality metrics linked to gain sharing, while others reported for information only 

▫  Quality metrics linked to gain sharing incentivize cost improvements without 
compromising on quality 

▫  Quality metrics for information only emphasize and highlight some known 
challenges to the State  

•  Provider report will include provider performance on key quality metrics specific to 
that episode 

13	
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TennCare Episode Results: Reduction in Episode Cost in 2015 
Reduction in Average Episode 

Cost 2014 to 2015 (Risk Adjusted) Number of Valid 
Episodes 

 

Acute Asthma 
Exacerbation 

Perinatal 

  

Total Joint 
Replacement 

Total 

Episode  
Total Reduction in 

Episode Cost 

$224 21,058 $4,719,519 

$104 12,616 $1,308,279 

$807 329  $265,605  

34,003 $6,293,403 

HHS Office of the Actuary projected a 5.5% national medical 
cost trend for 2015. Conservatively, if medical trend would 
otherwise have been 3%, then savings were $11.1 million.  

Actual 
 

Percent 
 

3.4% 

8.8% 

6.7% 
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TennCare Episode Results: More Rewards than Penalties   

Rewards Penalties 
 

Acute Asthma 
Exacerbation 

Perinatal 

  

Total Joint 
Replacement 

Total 

Episode  Balance 

$527,466  ($244,953)  $282,512  

$112,671  ($103,410)  $9,261  

$24,928  ($22,664)   $2,264   

($371,028)  $294,037  $665,065  

Reward payments are only made to providers who passed all 
quality measures tied to gain-sharing. Most quality measures 

improved for providers who received rewards. 
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Commercial Implementation vs. 
TennCare 
•  Episodes of care only; not patient-centered medical homes, health homes, 

or long term services and supports 

•  Rollout a year behind TennCare due to timing of contract procurement 

•  Select Episodes based on SGIP impact and the following criteria: 
▫  High volume, high spend, high cost variation, no behavioral health episodes due 

to contract carve out, majority of spend isn’t pharmacy 

•  Risk/Gain share threshold variation 

•  Alignment of design where appropriate 

•  All carriers are aligned on quality metrics 

•  Contracts permit carriers to implement alternative payment programs 
as available 



15 
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Course Correction in Commercial Space 

•  Response to provider concerns 
•  Balance of alignment and flexibility with commercial payers to 

accommodate advancement of payment reform 
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Episodes of Care –  
Commercial Implementation  
 
•  Provider participation became voluntary in March of 2017 

•  Program became upside-only in May of 2017  

•  The “performance period” for episodes in the commercial networks used by 
SGIP began on January 1, 2017, which means that providers will be paid a 
gain share if applicable in 3rd quarter 2018 based on their performance in 
2017 

•  Carriers will make reports available for all qualifying providers to encourage 
engagement regardless of signed agreements 
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2017 Commercial Rollout - Waves 1 & 2 

•  Financial reconciliation occurs in the fall of the year following the 
performance period 

 

Es#mated	State	Group	Health	Insurance	
Episode	Data	

Valid	
Episode	
Count	

Provider	
Count		

Episode	
Total	Cost	 Avg.	Cost	

Perinatal	Episode	 2540	 512	 $33,827,351		 $13,318	
Total	Joint	Replacement	(Hip	&	Knee)	Episode	 849	 223	 $26,874,833		 $31,655	
PCI	 328	 133	 $7,646,155		 $23,311	
Cholecystectomy	 953	 283	 $8,029,565		 $8,426	
Colonoscopy	 6644	 612	 $14,089,093		 $2,121	
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2018 Commercial Rollout - Add Waves 3 
&4 

•  Continue Wave 1 & 2 Episodes 

•  Provider participation remains voluntary and upside only 

•  Provider amendments targeted for August/September 2017  with a  
1/1/2018 program effective date 

Es#mated	State	Group	Health	Insurance	
Episode	Data	

Valid	
Episode	
Count	

Provider	
Count		

Episode	
Total	Cost	 Avg.	Cost	

Esophagogastroduodenoscopy	 3814	 260	 $8,951,860		 $2,347	
Bariatric		 193	 22	 $4,612,985		 $23,901	
CABG/Valve	 79	 23	 $5,801,233		 $73,433	
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Where We’re Headed 
Integrate Levers to Improve Value  
 

Network	 Contrac/ng	

Payment	 Benefit	
Design	
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“If you want something new, you have 
to stop doing something old”  

― Peter F. Drucker 



Innovation Strategy 
Barbara McClanahan 

Shelly Stockton 



Innovation 

�  Creation of a new service, system, product or process 

�  Enhance existing service, system, product or process 

�  Do things differently 



Why is Innovation Important? 

�  Major changes are happening 

�  Enhance Outcomes, Decrease Costs 

�  Respond to and Meet Shared Needs 



Innovative Organizations 
Users may be the Innovators 

�  ALL Employees feel empowered to make change – even 
for issues they do not have control over. 

�  Employees are more likely to think of and share little 
and big things that could be changed to improve 
services and programs. 

�  More engaging employee experience. 



Innovative Organizations  
Leadership 

Supports… 

�  New ideas for products and services 

�  Crossing disciplinary boundaries 

�  Soliciting 360o feedback  
�  Leadership 
�  Peers 
�  Employees 
�  Consumers, Customers 

�  Improving current programs and services 

�  Offering unique programs and services 



Human Resources  
Managing Creativity 

�  Sustain high level of innovative creativity 

�  Draw on the knowledge and innovations of leaders and 
users 

�  Establish a new program, service or process 

�  Establish a the new ‘norm’ and establish a legacy. 



TRUE INNOVATION  
 

meets a need that you never 
knew you had 

 



Innovation 

Getting Started… 

�  LOOK at in a new way 

�  USE in a new way 

�  MOVE into a new context 

�  CONNECT in a new way 

�  CHANGE what you are doing 

�  CREATE something truly new 



Keys to Innovation  

�  Be Curious 

�  Be Observant 

�  Reach beyond disciplinary boundaries 

�  Be willing to break the rules 

�  Identify and meet needs of consumers 
�  (employees and their families) 

�  Identify Risks 
�  Be willing to learn from failure 



Innovative Human Resources 

� Organization culture encourages (or 
discourages) innovation 

� People are the drivers of innovation 

� HR manages human capital and are in a 
powerful position to enhance innovation 
�  Improved engagement  
� More connected workforce 
� More knowledgeable workforce 
� More empowered workforce 

 

 

 

http://www.humanresourcesmba.net/worlds-30-innovative-corporate-human-resources-departments/  
 



Steps to Innovation 
Program, Service, Process  



IDENTIFY FOCUS 



Identify Focus 

�  Problem or Opportunity 

�  Align with organization mission  

�  Relevant  

�  Research  
�  360o viewpoint 
�  Leadership, HR professionals, employees, employee 

families, social media, 
�  interdisciplinary 



Focus: Improved Health 
�  Healthy Employees cost less and are more productive. 

�  Strong economic incentive to lower health care costs by 
motivating employees and their families to adopt healthy 
behaviors.  

�  Wellness programs – What kind of wellness programs really 
work? How can they be measured? 
�  Hear from payors, benefit designers, fitness organizations, 

healthcare providers, employees, families 
 
 



CHALLENGE CURRENT 



CHALLENGE 
�  Question, Question, Question 

�  Read, Watch, Listen 

�  Best Practices INFORM but not dictate 

�  Collaborate. One of the most effective and authentic ways to 
build innovation is through open minds and open discussions 
�  peers 
�  colleagues 
�  mentors 
�  Employees  
�  Employee families 
�  other disciplines 

�  gain perspective never thought of before. 



BRAINSTORM 



BRAINSTORM 
Get Out of your own Way 

�  Interdisciplinary Groups 

�  Generate new ideas 

�  Write everything down 

�  Entertain all – don’t judge yet 

�  Welcome unusual ideas 

�  Quantity will lead to quality 

�  Organize: Combine New Ideas- 
�  Mind Map, Concept Map 



Stumped?  
�  Question Everything  

�  Ask people OUTSIDE the discipline 

�  Practice thinking from a different frame of reference 

�  Say “Maybe” 

�  Daydream, doodle 

�  Reset Goals (What do you really want) 

�  Start Over (Scrap everything. Think fresh.) 



ALALYZE and SYNTHESIZE 
 



Analyze and Synthesize Ideas 

�  Identify and Apply Boundaries 

�  Analyze then Synthesize 
�  What “is.”  Examples of what “is.” 
�  What “could be.” Examples of what “could be.” 

�  What is Known. 
�  Insights “Aha” 

�  Explore “Eureka” 
�  Develop “new” – pilot, launch 



NEW APPROACH 
 



Develop New Approach 

� Informed by Best Practices 

� Responsive to Current or Future Need 

� Identify New Components or Specific 
Changes 



LEADERSHIP SUPPORT 



360o Support 

�  Leadership Support 
�  Innovation fails without support 

�  Consumer Support 
�  Make sure those who will use the program or 

service are on board with new ideas and 
experimentation. 



TEST and EVALUATE 
Develop New Program, Service, Process 



Test and Evaluate 
 
�  Build / Extend ideas  

�  Track Concepts and Ideas 

�  Imagine the idea realized (packaged, presented ) 
�  What will it look like? 
�  How will it be received / used? 

�  Be failure tolerant 
�  Don’t give up quickly if things aren’t working out—TWEAK – Why 

isn’t it working and how can you address those issues? 



COMMUNICATE and SHARE 



Communicate and Share 
�  Don't confuse process -- visioning, chartering change teams, 

planning, endless PowerPoint presentations -- with 
communication.  

�  Give people multiple opportunities to share concerns, ask 
questions, and offer ideas 

�  Make following up with answers and updates a top priority.  

�  The more people are involved in the process, the fewer you'll 
have walking out the door or worse, staying and acting as 
internal saboteurs. 



INSTITUTIONALIZE 
Continue, Revise, Terminate 



Summary 
�  A innovation strategy is a plan made by a organization to encourage advancements 

in programs, processes and services. 

�  Leadership plays an important role in how innovation. Innovation leadership begins 
at the top and trickles down.  

�  Creating an innovative and flexible program, service or process involves several 
steps 

�  Identify Focus 

�  Challenge Current 

�  Brainstorm  

�  Analyze and Synthesize 

�  Develop New 

�  Leadership Support 

�  Test and Evaluate 

�  Communicate and Share 

�  Continue, Revise, or Terminate 

�  By carefully considering these factors, the strategic leader is able to develop a 
highly effective and efficient environment.  

�  Innovation allows you to stay updated with fresh and interesting programs, 
processes and activities for employees. 



Greatest Challenges to 
Innovation 



 Innovative Practices 



Fortune	100	
Best	Places	to	Work	For	2017	



2017	100	Best	Companies	to	Work	For	



2017	100	Best	Companies	to	Work	For-	Industry	Breakdown	
	





Great	Place	to	Work	Evalua8on	Methodology	
	 New Components 

For All 

Complexity 
& Size 

Executive 
Team 
Effectiveness 

Financial 
Performance 

Innovation 
Experience 

Consistent	&	
Strong	

Rela8onships	

Great	
Leadership	

Sustainable	
Business	

	

credibility 

fairness 

respect 

pride 

camaraderie 

ĪĨĬÏĪ
 

In	2018,	
addi,onal	
components	

will	be	
added		

TR
U

ST
 

Source:	Great	Place	to	Work	



5	Elements	of	a	Great	Workplace	
•  A	Healthy	Work	Environment—Act	on	the	belief	that	

employee	health,	workforce	produc8vity,	and	HR	costs	all	
hinge	on	providing	a	health	atmosphere	for	employee.	

•  Shared	Values	and	Trust,	Not	Absolute	Rules	and	
Micromanagement—Empower	employees	to	decide,	act,	
and	innovate	in	a	coordinated	way.	

•  A	Posi8ve	Daily	Work	Experience—	Involve,	inform,	
develop,	and	reward	employees.	

•  Ac8ve	and	Accountable	Leadership—Hold	yourself	and	
others	leaders	accountable	for	fostering	a	great	workplace.	

•  Personal,	Not	Transac8onal	Rela8onships—Treat	
employees	as	you	want	them	to	treat	the	company.	

Source:	5	Elements	of	a	Great	Place	to	Work,	Elissa	Tucker,	February	2015,	Great	Place	to	Work	Blog	



Fortune	100	
Best	Places	to	Work	For	2017	



Surviving	Health	Policy	Changes	(Again)	
What’s	happening	na-onally	and	how	are	employers	reac-ng?	

Kristof	Stremikis,	Pacific	Business	Group	on	Health		



2	PBGH	Members	



3	

1.  Federal	policy	update—what	are	the	actual	vs	alterna-ve	facts?	
2.  Why	should	employers	care	about	any	of	this?		
3.  What’s	on	the	horizon	(and	how	can	you	get	involved)?		

Three	Ques?ons	
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• Most	people	remember	this…	

Repeal	and	Replace	is	About	Public	Coverage	
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• But	not	this…	

Repeal	and	Replace	is	About	Public	Coverage	



6	

• Most	people	remember	this…	

Repeal	and	Replace	is	About	Public	Coverage	
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• But	not	this…	

Repeal	and	Replace	is	About	Public	Coverage	

Source: Oliver Wyman
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• Most	people	will	remember	this…	

Repeal	and	Replace	is	About	Public	Coverage	
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• But	not	this…	

Repeal	and	Replace	is	About	Public	Coverage	
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•  The	American	healthcare	system	was	beQer	before	Obamacare	
•  2x	$	per	capita;	poor	quality,	experience,	and	outcomes	rela-ve	to	OECD	
countries	

• Obamacare	is	collapsing		
•  Insurers	on	the	exchange	(where	roughly	4	percent	of	Americans	get	insurance)	
are	dealing	with	adverse	selec-on	and	tremendous	poli-cal	uncertainty	

• Most	Republicans	want	to	rip	out	the	ACA	root	and	branch	
•  “Repeal	and	replace”	only	focuses	on	Title	I	of	the	ACA		

•  Medicaid	financing		
•  Exchange	tax	credits		
•  Some	insurance	market	rules		
•  Some	taxes	

•  MACRA	con-nues	to	enjoy	strong	bipar-san	support		

Alterna?ve	vs.	Actual	Facts	



11	Is	this	the	end?		

3%	

97%	

Insurance	Coverage		
in	TN,	2015	

Obamacare	

Not	Obamacare	
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•  3%	of	TN	insurance	market	(~200,000	lives)		
•  88%	receive	a	tax	credit,	about	59%	receive	CSR	

•  Second	lowest	cost	silver	plan,	40-year-old	non-smoker	making	$30k/
year	

Obamacare	in	TN	

2017	 2018	 Change	

Before	tax	credit	 $419/month	 $507/month	 +21%	

A.er	tax	credit	 $207/month	 $201/month	 -3%	

Source: KFF. 



13	What’s	behind	the	Obamacare	increase	in	TN?	

Insurer	 Average	increase	 Por?on	due	to	no	
mandate	

Por?on	due	to	no	
CSR	

BCBS	of	TN	 21.4%	 7.0%	 14.0%	

Cigna	 42.1%	 -	 14.1%	

Oscar	 n/a	 0%	 17.0%	

Source: KFF. 
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• Meadows-McArthur	
• CSR	in	exchange	for	more	
state	flexibility	(Sect.	
1332)	
• How	much	flexibility?		
•  ACA	insurance	market	
rules?		

One	Possibility	



15	Another	

• Graham-Cassidy:	A	lot	of	
state	flexibility	
•  Federal	ACA	funding	for	tax	
credits,	Medicaid	
expansion,	CSR	subsidies	
converted	into	a	block	
grant	to	states		
•  Net	federal	reduc-on	
(more	aggressive	indexing)	
•  Likely	net	loss	of	coverage	
but	support	from	governors		



16	Why	Should	Employers	Care	About	Any	of	This?	



17	And	an	early	look	at	2018	for	large	‘ers	

Source: NBGH. 



18	Bigger	picture…	

•  Employers	are	great	at	
innova-on,	but	it	is	hard	
for	us	to	drive	change	
system-wide	

•  Public	purchasers	have	
significant	leverage	à	
opportunity	to	drive	
change	

3.	Widespread	
private	

purchaser	
adop-on	

2.	Medicare	
adop-on	

1.	Private	
purchaser	
innova-on	



19	And	several	repeal/replace	proposals	immediately	impact	employers	

•  Employer	mandate	
•  New	(simpler)	employer	W-2	repor-ng	
•  Cadillac	tax	delay	
•  More	HSA	flexibility—higher	limits	and	more	uses	

•  Contribu-ons	up	to	OOP	max,	joint	spousal	contribu-ons	
•  OTC	medica-on		

•  Replacement	of	ACA	premium	tax	credit	and	use	for	
other	insurance,	e.g.,	COBRA	

* But Sec<on 6055, 6056 repor<ng stays for now!



20	What	stays	the	same?	

•  6055,	6056	repor-ng		
•  No	pre-exis-ng	condi-ons	
•  Adult	child	coverage	age	26	
•  Cap	OOP	expenses	
•  No	annual	and	life-me	limits	

Care	about	these?		



21	Or	these?	

•  Post-ACA	tax	reform:	Upper	limit	on	individual	ESI	tax	exclusion	(90th	
percen-le—$12k	indiv/$30k	family—with	aggressive	indexing)		
•  Drip	likely	(see	Cadillac	tax	process)		

•  Mul--state	plans	for	smaller	employers	(H.R.	1101—Associa-on	Health	
Plans)		

•  HSA	use	more	permissive	but	not	everything	
•  Pre-deduc-ble	coverage	for	CCM	(Black-Blumenauer)		
•  Pre-deduc-ble	coverage	for	“excepted	services”	(Hatch-Paulson)		

•  EEOC	ac-vity	on	wellness	
•  Abiding	by	tri-agency	and	ACA	=	compliance	with	ADA	and	GINA	(Alexander-

Klein)	
•  GINA	exemp-ons	(Foxx)	



22	And	don’t	forget	about	states	legislatures!		



23	And	mul?-payer	ini?a?ves!		



24	What	can	I	do?		



25	But	don’t	be	complacent		
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• Partner	with	likeminded	employers	and	coali-ons		
•  Share	your	perspec-ve	with	decision	makers		
•  Coverage	in	other	parts	of	the	system	impact	your	company	and	employees		
•  Employers	face	regulatory	and	repor-ng	barriers	in	enac-ng	innova-ve	
programs	
•  Payment	and	delivery	system	changes	in	Medicare	ripple	out	into	the	broader	
health	system		
•  Transparency	of	cost	and	quality	informa-on	is	important	to	employers	and	
employees		

•  Some-mes	transparency,	Rx	and	monopolis-c	hospital	contrac-ng	
require	legisla-ve	ac-on!		

Get	Involved	



27	DRIVE	Health	Ini?a?ve	(www.drivehealth.org)	



28	Q&A	
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WELL-BEING DEFINED
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WHY DOES A FOCUS ON THE 
WHOLE PERSON MATTER?

What happens in one part of your 
life impacts what happens in other 
parts…it is all inter-related

47%
of employees say 
problems in their 
personal
lives affect their 
performance 
(Bensinger et al., 2013)

37%
of HR professionals 
agree employees 
miss work due
to financial 
emergencies 
(SHRM, 2014)

50%
of all illness in the 
US has stress has 
a contributor 
(U.S. Department of 
Health and Human 
Services, 2000)
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GREAT COMPANY 
MODEL

When employees have 
well-being in their lives, they 
are more engaged. 

More engaged employees 
mean better business results.
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WELL-BEING & ENGAGEMENT 
ARE RELATED

Employees with strong 
well-being are more than 

2x as 
likely 
to be engaged in their jobs
(Gallup, 2013)

When employees feel their 
employer cares about their 
well-being, they’re

38%
more engaged
(Quantum Workplace & Limeade, 2015)

Employees with higher well-being 
have higher employee 
engagement
(Quantum Workplace & Limeade, 2016)
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Engagement matters

Companies with high employee engagement:

More 
profitable
(Aon Hewitt, 2009)

78%
more 

profitable and 
40% more 
productive

Fewer 
safety 

incidents 
(SHRM, 2006)

5x
Less likely 

to have 
safety incident

Higher growth
(Hay Group, 2010)

ENGAGED WORKFORCES MEAN 
BETTER RESULTS

Stock price 
growth 

2.5x
that of peers
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ORGANIZATIONAL  
SUPPORT FOR WELL-BEING
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ORG SUPPORT 
IS KEY

who feel they have high 
well-being 
& org support 
recommend company 
as great place to work

99%
employees with high 
well-being and org 
support are more 
likely to stay

91%

2016 Well-Being and Engagement Report – Quantum Workplace & Limeade
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• The culture of the organization 
impacts everything that happens

• Organizations need an intentional 
culture where well-being & 
engagement can thrive

ORGANIZATIONAL 
SUPPORT: CULTURE
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MOST 
IMPORTANT 
CULTURAL 
ATTRIBUTES 
FOR WELL-
BEING 
SUPPORT

20% One that values the whole person

16% Trustworthy

12% One that invests in its employees

10% One that trusts employees

7% Transparent

Resilient7%
7%
7%
7%
7%

Optimistic

One that focuses on learning & dev

Flexible

One that has a long-term focus (not just 
focused on short-term goals)

2016 Well-Being and Engagement Report – Quantum 
Workplace & Limeade
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CULTURES THAT 
SUPPORT WELL-BEING:

1. Value the whole person – physical, 
emotional, financial and work well-being

2. Are trustworthy
3. Invest in their employees with well-being 

tools and resources 
4. Trust their employees
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TRADITIONAL 
WELLNESS

PHYSICAL HEALTH
BIOMETRICS
MONETARY INCENTIVES
HEALTH RISKS & OUTCOMES
INDIVIDUALLY FOCUSED

WHOLE PERSON
QUALITY OF LIFE
INTRINSIC MOTIVATION
HIGHER-ORDER ORG RESULTS
ORGANIZATIONAL SUPPORT

WELL-BEING
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CHALLENGES IN MOVING FROM 
WELLNESS TO WELL-BEING

• Less transactional but more complexity
• More personal (pros and cons)
• Cutting across HR siloes
• Proving value
• Committing to organizational support
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STRATEGIES FOR MOVING FROM 
WELLNESS TO WELL-BEING

• Broaden definitions, frameworks and content
• Build and share the business case for well-being
• Make well-being be the foundation of your people 

strategy
• Tell the stories of your employees—the whole story
• Authentically care about people as people and show 

them through the systems, programs and tools you 
offer
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THANK YOU!
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