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Escalating Costs Are Driving 
Change and Innovation

“There are no easy choices, the 
easy choices are long gone…”

• 35% of hypertensives not diagnosed 
or correctly treated

The Drivers of Costs That Must Be Addressed:  
Poor Quality and Waste

30% of direct health care costs result from poor quality
Poor quality care costs approximately $2,000 per covered employee year

Purchasers understand that:

• 45% didn’t
receive
recommended
treatment

• 11% received care that wasn’t 
recommended or was harmful

• 55% of diabetics not adequately 
monitored for glucose control

“The system falls short in 
translating knowledge into 
practice and applying 
technology safely in a manner 
that decreases waste.”  

Institute of Medicine

Dual 
Chamber 

ICD

The Drivers of Costs That Must Be Addressed:  
More Stuff = More Waste?

• Fragmented Care 
Delivery System

• People with five or 
more chronic 
conditions account 
for two-thirds of 
medical care costs

The Drivers of Costs That Must Be Addressed:  
Older People and Chronic Disease

• Pharma marketing 
expenditures increased 
14.1% annually since 1999

• DTC $4B in 2004

Patient’s requests for clinical services are persuasive 
and influential:  successful 45% of the time

The Drivers of Costs That Must Be Addressed:  
Everybody Wants Everything
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Menu of Solutions Include

• Improve evidence-based clinical practice

• Meaningfully evaluate clinical performance 

• Differentiate networks and hold care providers accountable

• Comprehensive care coordination and disease management

• Facilitate individually appropriate consumer/patient 
decisions

• Implement new benefit designs

Improving Quality, Accessibility, Usability, and Affordability, that Meet 
the Needs of Consumers/Patients and Private/Public Purchasers

Solutions:  Require an Interconnected Chain of 
Tools, Supports, Decisions, and Actions!

Data and Information 
Infrastructures

Best Evidence for Clinical 
Practice and Medical Decisions

Networks of Hospitals and Physicians Integrated Care 
Management Teams

Improve Physician and 
Hospital Performance 

Facilitate Access to Best 
Hospitals and Physicians

Improve Coordination 
of Care

Performance Evaluation and 
Elimination of Variation

Effective Cost Management 
and Purchasing

Inform Patient 
Decision-Making 

Consumer Decision 
Support Infrastructures

Best Clinical
Expertise

Best Evidence for Clinical 
Practice and Medical Decisions

Improve Physician and 
Hospital Performance 

Applying Best Evidence and Expertise 
to Improve Physician and Hospital 

Performance:  Decrease Waste

Online 
“just in time” 

access

Knowledge
Management

Best Clinical
Expertise

Best Evidence for Clinical 
Practice and Medical Decisions

Improve Physician and 
Hospital Performance 

Applying Best Evidence and Expertise 
to Improve Physician and Hospital 

Performance:  Decrease Waste

Online 
“just in time” 

access

Knowledge
Management

Best Clinical
Expertise

Data and Information 
Infrastructures

Data and Analytics:  Provide the Information 
Necessary for Performance Improvement, 

Evaluation, and Patient Choice

Sophisticated 
Analytics

Risk 
Adjusters

Evidence-
based 

Guidelines
Other 

Databases

Predict Risk,
Identify
Gaps

in Care,
and Assess

Quality

Medical Claims Pharmacy Laboratory Office-based 
Information

Administrative
and Costs

Indivualized
Assessment

Data Warehoused and Aggregated into  
Clinically Relevant Groups

Data is Key to Knowledge Which is Key to 
the Wisdom Necessary for Decisions
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Promising Developments in Health Information Technology:  
Augmenting Claims Data with Office and Hospital Based 

Information and Data

Data and Information 
Infrastructures

Networks of Hospitals 
and Physicians

Improve Physician and 
Hospital Performance 

Facilitate Access to Best 
Hospitals and Physicians

Performance Evaluation and 
Elimination of Variation

Integrating  Evidence-Based Science, Clinical Expertise, 
Data and Analytics:  Enhancing Medical Decisions

Goals for Performance Assessment

• Assist physicians and hospitals in their continuing professional
development, life-long learning, and continuous quality 
improvement

• Enhance the patient-physician clinical decision making process

• Fairly and meaningfully differentiate physicians and hospitals

• Direct patients to the most appropriate physicians and hospitals
to meet their individual needs

• Implement new health insurance benefit designs

• Provide financial and other performance rewards

Network Differentiation to Meet the Needs of the Individual:  
Right Care, Right Person, Right Time, Right Provider

National Network

Premium Performance

Primary Care Physicians

Musculoskeletal Care

Cardiac Care

Cancer Care

Hospital-based 
Specialists

Ambulatory 
Specialists

such as 
Diabetes, 

Respiratory, 
Neurology, 

Kidney
Congenital 

Heart 
Surgery

Transplantation

Radiology 
Services

Ambulatory Care Quality Alliance (AQA)

Goal
• Measuring performance 
• Collecting and aggregating data 
• Reporting to consumers, and other 

stakeholders

Sponsors
• Agency for Healthcare Research & Quality
• American College of Physicians
• American Academy of Family Physicians
• Americas Health Insurance Plans

Key Stakeholders

• CMS
• National Quality Forum
• Consumer/Purchaser Disclosure Project
• AARP
• Leapfrog
• Pacific Business Group on Health
• National Business Group on Health
• AMA Performance Measurement Consortium

• Rand 
• Office of Personnel Management
• American Medical Association
• Health Plans
• Hospitals
• NCQA
• JCAHO
• Institute of Medicine
• Consulting Firms

Progress in Achieving “Industry-Standard”
Physician Performance Assessment
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90 days Pre-event 360  Days Post-event

“Anchor” Cardiac Procedure Performed

Analyze all of the tests,  
interventions, complications 
and outcomes that occurred 

after the procedure

Longitudinal tracking of total episode of care risk-adjusted data

Analyze all of the 
diagnostic tests used 

before the intervention

RestudiesInitial Diagnostic Studies

Example of Applying New Data to Assess the Quality and Efficiency 
of Care to Identify Best Performers and Most Efficient Providers

Rework
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Complication Rate vs. Cost Per Admission for a 
Percutaneous Cardiovascular Procedure Over 12 Months

Expensive &
poorer quality

Less expensive &
lesser quality

Less expensive &
better quality

Expensive &
better quality

Differentiation by Quality and Efficiency
Facilitates Patient Choice, Physician Referral, Network 

Contracting, and Continuous Quality Improvement

Rewards include financial tools such as bonus 
payments, fee schedule enhancements, and others

Care consistent 
with best  
standards

Quality
51%

Efficiency
30%

Use of health care 
assets as evaluated 

across discreet
episodes of care

+ Administrative
19%

Use of electronic and 
automated cost-

efficient administrative 
practices

+

New Development:  
Aligning Reimbursement With Performance

CARDIAC CARE LINKCARDIAC CARE LINK

July 14, 2004

$80/year/patient

Another Example of Aligning Reimbursement 
With Performance

Integrated Care 
Management Teams

Facilitate Access to Best 
Hospitals and Physicians

Improve Coordination 
of Care

Coordinating Care Across Diseases and Care Settings: 
Right Care to the Right Person at the Right Time From the Right 

Professional and the Right Facility

Care Coordination 
Nurse

The Keys to Making a Difference:  
Combining Data and Decision Support/Care Coordination
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“G E T T I N G   H E A L T H Y” “L I V I N G   W I T H  I L L N E S S”“S T A Y I N G   H E A L T H Y”

Acute Illness 
major

Acute Illness 
minor

Healthy With
Risk Factors

Asymptomatic
Illness/
Disease

Healthy Chronic, 
stable

Chronic, 
unstable

Catastrophic

Predictive Modeling and 
Longitudinal Case 

Management:
• Every member is risk rated 

every month to identify new 
candidates for care management

• Outreach with customer-specific 
risk scoring, analysis and 
reporting

• Integrated platform allows your 
family nurse to rapidly identify 
and assess situations and 
oversee care plans and 
interventions

Risk Ranking& 
Predicted  Cost

Number of 
gaps

Fragmented 
care issues

Conditions 
driving risk

Risk Ranking& 
Predicted  Cost

Number of 
gaps

Fragmented 
care issues

Conditions 
driving risk

Integrated Case and Disease Management

Chronic, 
unstable

Catastrophic

15% of individuals
drive 75-80%

of costs

+

• Flexibility in Medicaid & Medicare
Program Requirements

• State Flexibility in Supporting
Home and Community-based Care

• Incentives for Cost Effective
Quality Care Organization

• Financial Support for Care
Management

Most
Restrictive

LeastRestrictive

Assisted
Living/

Residential
Care

Adult
Foster
Care

Home

Adult
Care

Home
Home or

Apartment

Specialty
Unit

within a 
Nursing
Facility

Skilled
Nursing
Facility

Hospital 
Setting

The bottom line has been significant savings to State Government budgets
• 50% reduction in ER and in-patient hospital visits

Integrated Care 
Management Teams

Inform Patient 
Decision-Making 

Consumer Decision 
Support Infrastructures

Creating Effective Decision Support and Consumer 
“Activation” Strategies 

The Focus in Health Care is Shifting

• Influence their own health

• Participate in the selection 
and delivery of health 
services

• Maximize value

• Share the consequences 
of their choices and 
actions

Activating the Individual to Take Informed Action
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Supporting People to Make the Right Decisions:  
On-line “Personal Health Manager”

Benefit, Transaction
Capabilities

(How much do I have in
my PBA or FSA?)

Evidence-based
Condition/Procedure 

Management
(What do I have/need?

What are my alternatives?)

Facility Selection
(Which hospital has
the best quality for

my condition?)

Physician Selection
(Who’s performance
is best to treat me?)

Cost Estimation 
Tools

(What are my alternatives 
likely to cost?)

Health Risk 
Assessment

(What am I at risk for?
How can I intervene early?)

Decision Support “Coaches” to Assist 
Consumer Choice

Facilitation of best
health care decisions

New Benefit Designs Align Financial Risk with 
Consumer Choice:  Consumer Directed Health Plans

• Increasing consumer cost sharing:  higher deductibles

– Combined with tax-free personal health care spending accounts
–Employers and/or enrollees make deposits to purchase services
–Financial risk for consumers until deductibles are met

–Health Reimbursement Account (HRA):  employer funded and owned 
with carry over from year to year

–Health Savings Account (HSA):  available to all individuals and/or 
employer groups; employee owns the account which is portable 
across jobs and balances are rolled over from year to year

– Tiered benefit designs which require higher cost sharing when 
costly options are selected

– e.g. Tiered pharmacy benefits

Consumer Trends → Market Adoption

• Increasing discussion of full 
replacement strategies within 29 
Fortune 100 companies.

– More than 100 carriers offer consumer-
driven plans

The market “establishment” is
engaging and legitimizing

• 20 million media impressions on 
United’s consumer-driven health 
concepts, 2005

Consumer awareness and 
realization is setting in

• Published reports on cost reductions

– Nearly 4 million consumers in the products

• Virtually all brokers/consultants  
endorsing consumer designs and 
strategies

Validation is starting to emerge

40 Million Americans in consumer 
designs by 2010 

Forrester 2005

Integrating All “Touch-points” to Maximize Appropriate 
Choices for “Influenceable” Events

Employers
Employer-Provided 

InformationNurseline

Health Risk
Assessment

High Risk Patients

Decision
Support

By Phone

Member 
Services

Care
Coordination

Physician Portal
Clinical

Operations

UnitedHealthcare

Education & 
Steerage

Welcome Kit

Mailings and 
Call-outs

Premium NetworkSM Info
Cardiac Care Clinical 

Content
E-mails to users

“Health Coach”
Inbound Calls

Mailings

Premium NetworkSM Info
Targeted 

Communications

THE KEY:  Getting the right person, the right care, at the right time, 
from the right place, from the right health professional!

“Best”
Physicians

Premium
Hospital

Healthiest
Behavior

Consumers/
Patients
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