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Overview

• The Changing Healthcare Landscape

• What Human Resources Executives 

Need to Know

• A New Approach

• Next Steps
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Vanderbilt Health Affiliated Network Today
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Network Details

12
Health Systems from 
Memphis to Johnson City

>66 Hospitals

>60
Near-site, on-site and walk-in 
clinics 

>4,800 Clinicians

Quick Facts

90% Customer renewal rates

>70
Large employers leverage our network to 
care for their employees and families 

$16.5M
Total savings generated over initial 2 
years, half of which went to health plans

150,000+ Covered commercial lives

The Changing Healthcare Landscape
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Rising Healthcare Costs
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For the fifth year in a row, employers expect costs 
will increase by an average of 5.0% in 2018
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Pharmacy Growth Over Time

Traditional Drugs Specialty Drugs

The most cited driver of increasing healthcare 
trend continues to be skyrocketing specialty 
pharmaceutical costs. 

Graph - Pembroke Consulting Associates. 

Source: National Business Group on Health 
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What Human Resources Executives 

Need to Know

What HR Executives Need to Know

• Collaborative discussions are happening, creating better communication 
and improving healthcare outcomes.
• Payor+Provider+Employer+Broker

• Accountable Care Organizations (ACOs) could double by 2020.

• Taking waste out of the system is possible through integration of clinical 
data and reduction of variability in clinical operations
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In today’s competitive marketplace, employers are looking for new 
cost containment strategies beyond shifting more costs to employees

*Source: National Business Group on Health 

Fee-for-Service
(Traditional Model)

ACOs
(New Model)
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Population Health Driver: Alternative Payment Options

Accountable Care Organization Journey Map
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As demonstrated by the National Business Group on Health (NBGH)

Early Value for Health Plans

Decrease
Administrative Costs for 

Employee
Health Plans

40%+
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A New Approach
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Vanderbilt Health 

Affiliated Network

A collaborative partnership of 

physicians, health systems and payors

driving a new level of clinical innovation 

and teamwork to enhance patient care, 

contain costs and improve the health of 

our communities.

Vanderbilt Health Affiliated Network Today

Network Details

12
Health Systems from 
Memphis to Johnson City

>66 Hospitals

>4,800 Clinicians

1,600+ Primary Care Providers

3,000+ Specialists

Tiered Network Design

Tier 3: Out-of-Network

Providers Not in Carrier Network

Tier 2: Wrap Network

Carrier Partner National Network

Tier 1:

Affiliates Providers 

and Practices
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Benefits to Employers

Cost &

Trend 

Management

Close 

Gaps in 

Care

Access, 

Right 

Place 

Key Clinical Strategies to Manage Cost

Control Pharmacy 
Spend

Pharmacy is the largest, and 
growing, category.

VHAN 
Clinical 
Strategy

Engage with Clinicians

A foundational and consistent 
key for success. Manage Medically 

Complex Patients

Pareto principle in action.

Reduce Low Acuity 
Admissions

Large category of spend 
regardless of population.

Lower Cost of Care

Seeking lowest cost place of 
service.

Improve Clinical 
Performance

High quality with reduced 
variation key for success.

Key levers of the total network strategy 

15

Laboratory

Focus on Total Cost of Care

Hospital

Radiology 

Pharmacy

Primary Care Physician

Nursing Staff

Nurse

Practitioner

Care

Advisor

Physician Assistants

Dieticians

Pharmacists

Social 

Workers

Specialists

Community

Resources

Primary 

Care 

Practice

Extended 

Care 

Team

Individual at the center: engaged and active 

member of the team

Individual & 

Family

Behavioral

Specialists
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Key levers of our network’s pharmacy strategy 
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Pharmacy Value for Health Plans (PMPM Detail)
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Comparison of Actuals with Traditional PBM Models and with 
Transparent Models

Notes

• Traditional cost in 2016 was higher in 

PMPM cost than Transparent cost in 

2017

• All PMPM is calculated from net plan paid 
to account for all rebates

• EBM is applied to impact cost through 

formulary controls

• Appropriate Medical Pharmacy (Self-

injectable meds) are shifted from Medical 
Benefit, to PBM, lowering net cost
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Source: 1) Drug Spend Report, 2) Claims Report

Specialty Pharmacy Example: Humira 
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Any increase in price from Transparent PMB is due to the increase in the actual drug price from 
the manufacturer, which experiences inflation

. 

Drug Pricing Change for HUMIRA1,2 Notes

• The price of Humira has 

grown at 14.8% from Q1 

2016 to Q1 2017, which is 

in line with the 

Manufacturer’s price 

increases to AWP

• Drug Pricing for Humira

compared between actual 

average plan paid for 2016 

and actual average plan 

paid 2017

• Humira accounts for 8% of 

plan paid and 0.5% of total 

Rx count

Source: 1) Medi-Span, 2) Claims Report

AWP

Actual Paid
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Early Value for Health Plans

Decrease
Administrative Costs for 

Employee
Health Plans

40%+
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Next Steps

How do employers engage with networks like VHAN?

Clinical Care Program 

Overlay

Preferred Network

Model

Product Model

• Direct contract with employers

• Clinical programs managed by 

the network that integrate with 

your existing benefit plan 

administrator

• Defined network tied to 

insurance offered by carrier

• Access to care management 

programs integrated with 

network design

• Exclusive product offered by an 

insurer

• Employers buy the product that 

has a defined network and 

referral requirements in 

exchange for more tasks placed 

on providers

Value to Employer Value to Employer Value to Employer

Clinical management of employees 

with existing service providers

Clinical management integrated 

with network design 

Providers take on more 

responsibility for outcomes

Additional Sources for Information

• Brent McDonald

brent.a.mcdonald@vhan.com

(615) 343-2565

• Troy Williams

troy.w.williams@vhan.com

(615) 875-9390
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www.VHAN.com/healthcareinfo

mailto:brent.a.mcdonald@vhan.com
mailto:troy.w.williams@vhan.com
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