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Here’s the agenda for today’s conversation 

1. Why we should have this conversation 

2. Audience profiling discussion 

3. Upfront questions 

4. Magnitude of the challenge 

5. Employer success strategy 

6. Health conversation 

7. Plan design  

8. Data, information and reporting 

9. Inventing Health Oriented Primary Care 

10. Health System direct relationship management 

11. How do I go about doing this? 

12. Historic musing about “how did we get here?” 

 

 



Why we should have this conversation 

Employers have a long history of  

relentless health care cost increases, 

 

Basic Premise:We employers are fully at risk for our health care costs 
both short and long term 

 

we’ve tried numerous techniques,  

some work, 

some don’t. 

 

The unknowns today seem  

bigger and more daunting than ever. 

 

The conversation seems critical.  



Audience Conversation 

• Who we are 

• Our jobs/roles 

• Employer aspects such as size, location etc. 

• Individual responsibilities 

• 3 biggest health care problems you face today 

• Other 



Questions before the end Q&A 

• What about ObamaCare/ACA, pre-Trump? 

• What will happen to ObamaCare/ACA? 

• Will employers continue to offer health insurance? 

• What about a single payer system? 

• What about medical management, wellness programs, etc.? 

• Others? 

 



Magnitude of the risk and challenge 

• 2016-Annual family cost $18,142 (KFF.org). 
• $56,516 real median pay, 2015; 32% of pay. 
• 58% increase in 10 years since 2006. 

 

• Driving question, “who, other than employers, wins when health 
care costs moderate or reduce?  Doctors, Hospitals, Pharma, 
Health Plans? 

 

• Only employers win with moderated cost escalation. All other 
stakeholders lose. 

 

• This is true whether it’s taxes, premiums/insurance or direct 
payment/self-insured. 

 



Employer Success Strategy 

1. Recognize the magnitude and ongoing nature of employers’ 
risk 

2. Operate according to multi-year strategic plans 

3. Employer Health Plan Strategic outline 
a. Health improvement 

b. Plan design stability 

c. Data, information and reporting 

d. Financing and financial reporting 

e. Contracting numerous levels 

f. Invent customized primary care, including individual health 
information 

g. Health System direct interaction/contracting 

 



Health Conversation 

Health’s 10 foundations with the 10 step assessment 

1. Air, breathing 

2. Water, drinking hydration 

3. Food, fuel 

4. Movement, exercise 

5. Rest 

6. Spiritual, social 

7. Goals and achievement 

8. Safety 

9. Measures 

10.Relationships 

 

Who “owns” our health? 

Who suffers the consequences of poor health? 

Is there an easy way to measure health? 

How does health improve? 



Plan Design discussion (debate?) 

• 2017 maximum out of pocket is $7,150/14,350.  That is 20% of 
$35,750 in expenses. 

• Average annual cost per person for high risk 
person=$41,738.28 (current sample client). 

Note: an odd bottom line, “all our high risk members will be have 
100% coverage”.  What impact is plan design? 

• Strategically driven 

• Stability 

• High deductibles with Health Savings Accounts.  

• Pharmacy, critical and becoming more critical. 



Data, reporting and information 

• THE KEY, “ongoing operations”.  Remember, the risk is yours.  
You must have continuing, reliable, useful information. 

• Information areas: 
• Population 

• Financial 

• Contracting 

• Risk 

• Samples on next pages 



Population Information 

Stats you can expect: 

1. 5-10% high risk, 50%-75% of plan cost 

2. Claimants over $10,000 in annual cost 75%+ of plan 

cost 

3. If you’re small, think about %’s over time/years 



Population, getting really personal 

• You or someone you love is diagnosed with one of those top 
diagnoses.  The following sequence is normal and has been 
normal for the past 50+ years. 

• You “freeze up”, can’t really hear or process information for a few days 
• Desperate for the right and best treatment 
• Find a specialist in your condition 
• Receive treatment 
• Get well, or the condition is here for a while 
• Deal with Health Plan Medical Management. 
• Claims arrive and you figure out how to pay them.  $7,150 is small as 

percentage of a $500,000 claim.  Huge and an insurable risk for most 
of us 

• Now you’re just a typical retail customer trying to make it work 
• Now, if you did not get well with that episode, what’s next? 

 

 



Financing and financial reporting 

• The core cost is: 
• Fixed expense 
• Variable (claims) expense 

• Fully insured?  Same thing, on somebody else’s books. 

• Financial arrangements 
• Fully insured, under 50 lives (9.5%/9.66%) 
• Fully insured, over 50-100 lives 
• Fully insured, over 100 lives 
• Partially self insured 
• Self insured 

• Risk transfer 
• Insured 
• Specific reinsurance 
• Aggregate reinsurance 
• 501 (c) (9) trust (VEBA) 

 



Financial Reporting 



Financial Reporting, report summary 



Contracting 

• Contracting today and historic-Health Plans/Insurers 
• In this model, cost is driven by the Health Plans’ underlying contracts. 

• Pharma, not the historic and today’s domain of Health Plans, Pharma 
retailers heavily in this space, and lots of press. 

• Contracting possibility-with Health Systems who provide the 
care and the service, spread risk over communities/service 
areas. 

• Risk 

• Operational services 



Primary Care, a huge challenge and opportunity 

• Doctors of the past-Solo practices, Doctor, Nurse, Office staff, 
lots of cash and commodities, a core risk bearing organization 

• Primary Care Doctors today-Barely surviving, fees cut, 
unavailable staff, systems, “just check the boxes and hope you 
get paid”, hate being Doctors 

• Urgent Care-the health care 2017 model of gas stations in the 
50’s, they are everywhere, Doctors turned into shift workers, 
one of 6 new in my neighborhood, shut down this week end 

• This is where the high risk/high cost members are searching for 
answers 



Inventing Health Oriented Primary Care, an emerging 
experiment 

• Dallas accounting firm 

• 100 employees 

• 3 Health Plan changes in 4 years 

• Second highest expense after payroll 

• Partially self funded in 2016, “the solution” 

• Added “Virtual” Primary Health Professional (PA) to operate 
wellness and medical management programs supported by 
individual EMR. 

• Year end big surprise due to accounting and large claims 

• Strategy for 2018, invite two large Health Systems to bid fixed 
cost contract 



Health System-Employer Direct relationships 

• There’s history, Dr. Sidney Garfield and Henry J. Kaiser, and 
there are others. 

• This may be “the” coming trend. 

• Will it be push or pull, and by whom: 

• One key employer strategy; know the Health Systems that 
serve your members, interact and cultivate relationships with 
them, and request services that work for you.  You are their 
customer and your 2nd largest expense. 

 



Health Systems Direct, interesting history and opportunities 

• Current and past 10 years 
• Mid-Atlantic 

• Tacoma Wa. 

• Dallas accounting firm 

• Marriott Marquis/Sinai 

• History, the beginnings 
• Furniture Manufacturer in Fort Worth 

• Recognition Equipment in Dallas 

• Randall’s Houston 

• History, 1994-2001 
• Mid-size communities in Texas, Health Systems going direct to 

employers The Trane/Tyler story. 



How do I go about this? 

• Really, Really, Really, embrace the risk profile, possibly the 
biggest business risk we face. 

• Establish a formal annually renewable plan around the 
fundamentals discussed here. 

• Examples 
• Must have C suite complete by in 

• Know the Health Systems where you have employees 

• Have clear understanding of what you need, the Trane/Tyler story 

• Pull the pieces together into the plan 

• Action steps, deadlines and expected results 

• Measure, measure, measure 



Historic musing, ramblings about how we got here 

1. 1751, Dr. Bond and Ben Franklin, place to “care for the sick, 
poor and insane wandering the streets of Philadelphia.” 
www.uphs.upenn.edu  

2. 1850’s, US, meanwhile, Doctors as part of the westward 
movement. www.hhhistory.com  

3. World War’s, Doctors, wars and civilian needs http://www.bbc.co.uk/schools / 

4. 1929, The Baylor Plan, prepaid health care 
http://www.baylorhealth.com/About/Pages/Timeline.aspx 

5. 1941, Wage Freezes tee up benefits http://www.u-s-history.com/pages/h1689.html  

6. 1965, Medicare A & B https://www.cms.gov/About-CMS/Agency-

Information/History/index.html?redirect=/History/ 

7. 1983, Prospective Payment https://www.cms.gov/Research-Statistics-Data-and-

Systems/Research/HealthCareFinancingReview/Downloads/CMS1191951dl.pdf   
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Historic musing, ramblings about how we got here 

8. 1986, Cobra, portability, continuation of coverage, etc. 
https://www.govtrack.us/congress/bills/99/hr3128/text    

9. 1996, HIPAA, https://www.hhs.gov/hipaa/  

10. 2010, ACA  https://www.hhs.gov/healthcare/about-the-law/    

11.  2017, The next chapters will unfold, underlying it all Social 
Security and Medicare liabilities  
https://www.finance.senate.gov/imo/media/doc/2015%20Trustees%20Report%20SS%20Medicare.pdf 

 

Some discussion points: 

People will buy, and providers will provide, “all the health care 
someone else will pay for”. 

Health and health care are individual and local.  Payment is national. 

Fee-for-service medicine rewards poor health and high level of 
services. 

https://www.govtrack.us/congress/bills/99/hr3128/text
https://www.hhs.gov/hipaa/
https://www.finance.senate.gov/imo/media/doc/2015 Trustees Report SS Medicare.pdf


Summary 

It’s tough out there 

One of our major impediments to global competition 

No silver bullet 

Big conflict of local vs national 

Work hard to avoid surprises, year end surprises come from 
margins that can’t be made up, erodes capital 

This is a patriotic journey, critical to stay with it 

Can’t wait for the government 

Lots of examples that strategic implementation works 


