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Ongoing Cycle of Analysis and Action to Increase
Savings on a Self-Funded Plan

Switching to a self-funded plan can offer savings right from the start and, if managed properly, a self-funded
plan can offer opportunities to increase savings by taking action based on your company’s medical trends. By
minding and acting on these trends not only can you save money on medical claims costs but you can
increase the health of your employees which can translate to greater employee satisfaction in the workplace
and lower turnover.

Analysis

® Review Plan Performance
* |dentify Cost Drivers
* Develop Alternatives
® Predictive Modeling Tools

* Benefit Plan Modeling
/ e Analytical and Actuarial Tools

Multi-Year
Management S Collaboration
e Cost Containment & trategy * Plan Design
Reduction Strategies for a Recommendations
* Ongoing Plan * Program
Administration Self-Funded Recommendations

Implementation

» [mplement Benefits
* Employee
Communications

The ideas below, followed by case studies, highlight employers who have taken opportunities for plan
management and turned them into action generating measurable savings. By focusing on the results of
ongoing analysis you can see the real opportunities that exist with just a little time, attention and thoughtful
strategy.
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A Smart Investment:
Programs that mitigate health risk for your entire
population, now and in the future

Opportunity

Employers should invest in programs with solutions for their entire

workforce no matter where they fall on the health risk spectrum. A third

party administrator (TPA) who offers comprehensive services such as A |aCk Of
wellness programs, disease management, utilization management and case C|a|m5 can
management in-house will be more effective in mitigating unnecessary . .

health care costs while ensuring plan participants receive the right care at N d.| cate a
the right time. Focusing on whole population management (integrated .
medical management) encourages preventive care and helps individuals POP ulatl on
understand their health risks to avoid higher .C(.)St claims over time. Self- -th at avo | ds
funded employers may be pleased to see individuals without claims,

however a lack of claims does not indicate a healthy population. A lack of care.

claims can indicate a population that avoids care. Incenting preventive
claims encourages plan participants to take action while the cost of
prevention and treatment is still low and the type of intervention required may be less invasive. Your TPA
should provide support and education to help you steer plan participants toward the right resources.

Solutions in action - a case study

A small percentage (as little as 20 percent) of plan participants can generate a disproportionate share (as
much as 80 percent) of medical claims cost. Core conditions such as asthma, coronary heart disease, chronic
obstructive lung disease, diabetes and hypertension, are typically present in this high cost population. The
effects of such core conditions can often be controlled and mitigated through early detection and
compliance with prescribed therapies and lifestyle changes. In this case, a prevention program was
implemented to target an entire population of 275 employer groups representing 130,000 members.
Through a health evaluation that consists of a health risk assessment and blood analysis, data was collected
to create a composite view of the individual’s health. Following the evaluation, the individual’s personal
health score was used to identify those likely to benefit from intervention and health coaching. The personal
health score and clinical health evaluation benefits both the generally healthy population and the group with
serious core conditions by providing recommendations and subsequent programs for maintaining or
improving their health. Through goal setting, outreach and coaching, the program helped members become
more responsible for their own health. The program also worked with physicians to create personalized
pathways to better health, based on the individual’s health status and by establishing achievable health goals
(for example, lowering the individual’s weight by adopting a healthier diet).
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ROI

Investing in a wellness program (as described above) that incents program participation and outcomes can
lower medical costs by preventing future catastrophic claims. Overall, employers can see a 20 percent
lower medical spend compared to employers not investing in this wellness program. By implementing this
wellness program, employers experienced a reduced medical spend versus forecasted spend without a
medical program saving as much as $1,332 per member per year. In addition to reduced claims costs, an
employer benefits from savings in the areas of workers’ compensation (approximately $2,554 per claimant)
and short term disability (approximately $451 per claimant) when employees are participating in this
wellness program. Those measurable reductions in cost reflect a quicker recovery and return to work.
Quicker recovery is a function of overall health.”

A Deeper Dive:
Understanding your clinical data

Opportunity

Because of the data transparency of a self-funded plan, employers
have clinical data at their fingertips and TPA resources to assist with
evaluation. This data can help the plan sponsor forecast, in advance,
potential high cost claims and those with potential to reach stop loss

/0 percent

thresholds; of ER visits are
Emergency Room (ER) utilization has a global impact on employers. not true

By working with an enhanced ER algorithm (based on the NYU .
Algorithm?®) a TPA can provide data that identifies the em ergen Cles.
appropriateness of ER utilization and, over a period of time, analyze Coordi n at| on
trends. By identifying trends an employer can create a plan with their

TPA to develop communication materials and strategies to redirect an d

utilization for a more appropriate level of care.
transparen 9%
Aligning Forces for Quality (AF4Q) is the Robert Wood Johnson reduce
Foundation’s signature effort to lift the overall quality of health care

in targeted communities, reduce racial and ethnic disparities and unn ecessary
provide models for national reform. Through the AF4Q initiative -

they discovered that 70 percent of ER visits are not true VISITS.
emergencies. Coordination and transparency reduce unnecessary
visits.?

1 (Interactive Health, 2013)
2 (NYU Center for Health and Public Service)
3 (Robert Wood Johnson Foundation, 2013)
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Lessons from AF4Q align with tactics plan sponsors can use to decrease non-emergent ER utilization. AF4Q’s
results show how:

Simple, gradual and targeted efforts to improve collaboration and communication with providers
and patients can make all the difference in reducing ER use and redirecting care to more
appropriate alternatives.

Data transparency on the use of health services can help identify avoidable ER use and the reasons
behind it.

Initiatives requiring stakeholders to take action should involve working with them, not just talking to
them.

By closely monitoring clinical data on utilization patterns, an employer worked in partnership with their
TPA’s medical management department to identify participants with frequent ER services and reviewed each
instance for medical appropriateness. For ER services identified as being non-compliant and /or a misuse
where care in a lower-level setting (such as an urgent care facility or physician office) would have been more
appropriate, health coaches reached out to the participant to provide education. This education included
guidance on why it may not have been necessary to use the ER and linked the participant to other lower-
cost or no-cost resources such as a 24 hour nurse line. When necessary, the health coach provided assistance
with locating a primary care physician and assisted with scheduling appointments.

Due to efforts described above, this employer experienced 10.88 percent fewer emergency room visits
compared to the previous year. And this is a modest example of savings as the employer offered rich
benefits where the use of the ER over a PCP visit or urgent care would have had little cost impact for the
member. According to the Centers for Disease Control and Prevention®, in the U.S., we experience an
average of428 emergency room visits per 1,000 people per year. With an average ER cost of $1,000 per visit,
a group with 1,000 lives could experience an approximate savings of $46,566 in one year from this effort
alone.

Employee productivity is directly related to the overall financial wellbeing of your company. While sick days
(absenteeism) reduce productivity, employees with chronic illnesses at work every day (presenteeism) can
also have a significant negative impact on productivity. Helping plan participants address and manage
chronic illnesses will allow employers to experience increased presenteeism and a reduction in lost
productivity. And, when you consider the average cost to bring on new employees compared to the cost of
retaining and working with fully engaged employees the savings are even greater.

4 National Hospital Ambulatory Medical Care Survey: 2010 ED Summary Tables
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