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Now is the time to innovate to decrease your health plan costs. Doing so is a 
two-step process; finding the best doctors and getting your people to them.

GOOD HEALTHCARE COSTS LESS

Healthcare is not a commodity. We all think that our doctor is the best�or at least 
above average�but we don’t live in Lake Wobegon where all the children are above 
average. Exactly half of all children are above average, and exactly half are below. It’s 
the same with doctors�and the specialists and surgeons that they refer us to, and the 
hospitals that they put us in.

Although it seems counter-intuitive, going to a good doctor costs less overall than 
going to a bad one. 30% of healthcare costs are unnecessary, the result of poor or 
ineffective care and good doctors don’t incur those excess costs.

HOW TO DECREASE YOUR HEALTH PLAN COSTS



There are 34 people working on Delaware’s Captive team.  
Of this total 15 are financial analysts.  Under Delaware’s 
regulatory organization, the financial analyst is the first-line 
regulator who communicates with the captive manager  
or owner.  

As a result, all inquiries, business plan changes, dividend 
requests, and other related matters are first addressed 
by the analyst.  The experience level of these analysts is 
unmatched. 
 

Call us today to speak with a team member

302-577-5280

BUREAU OF CAPTIVE & 

FINANCIAL INSURANCE PRODUCTS

1007 Orange Street, Suite 1010
Wilmington, DE 19801

302-577-5280 x captive.delaware.gov

Delaware’s Captive Bureau 
is business at the next level 

In Delaware, our captive regulators are dedicated exclusively to our 
captive insurance clients’ needs, and work under the direction of our 

Captive Bureau leadership, directed by Steve Kinion.

STEVE KINION, DIRECTOR
Bureau of Captive & 
Financial Products

Department of Insurance

Steve.Kinion@state.de.us

Our team has 15 analysts

 12 hold the Associate in Captive Insurance (ACI) designation 

 12 hold the Accredited Financial Examiner (AFE) designation

 9 hold the Certified Financial Examiner (CFE) designation 

 2 are Certified Public Accountants (CPA) 
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Good doctors make fewer errors, perform fewer unnecessary procedures, experience 
fewer patient complications and get their patients better faster.

But how do you find the best doctors? The best doctors have the best outcomes.

MEASURING QUALITY IN HEALTHCARE

Many purport to measure healthcare quality and identify the best doctors, and every 
insurance company has a “narrow network” listing the best doctors in their network, 
but you have to ask what they’re measuring to do so?

What they’re measuring are proxies for a good outcome that they hope will predict 
one, such as:

• Whether the doctor complies with a checklist of recommended processes and 
procedures?

• Whether patients “like” the doctor?

• Whether the doctor went to a prestigious medical school?

• And thrown into this mix is what the doctor charges for an office visit or 
procedure?

To find the doctors that achieve the best outcomes, you have to measure the 
outcomes.

QUANTIFYING OUTCOMES

There are two ways to quantify 
healthcare outcomes. Which one you use 
depends on who you are and what data 
you have.

Occupational Outcomes

If you’re an employer that self-insures 
your health plan you own your claims 
data; and you can combine those claims 
with your human resource (HR) and 
absence data. 

Begin by defining a “good outcome” as 
an ill or injured employee being at work. 
You then measure all the costs to get 
the employee back to work and/or keep 
them there over the entire continuum of 
care. For serious illnesses and injuries, 
those costs are not only the claims paid 
to the doctors and hospitals, but the 
absence costs while the employee was 

out, which can be even more. 

You can then rank each provider 
by root diagnosis, from the best 
with the lowest average risk-
adjusted cost (claims + absence 
costs) when treating employees 
with that condition, to the worst 
with the highest�and you can 
use those employee-derived 
rankings to move everyone to 
better care.

The charts below compare two 
knee surgeons against each 
other and the average for the 
group of knee surgeons in a 
provider network. The chart on 
the top left in green compares 



SEPTEMBER 2020     45

the average risk-adjusted claims costs. Surgeon A is above the group average, while Surgeon B is below. Stopping here�and 
everyone else does�Surgeon B is the best choice.

Now moving to the right, we see their absence costs in orange�the average risk-adjusted amounts that the employer paid to each 
surgeon’s patients while they were out sick. These are not only real costs to the employer, but double as an indication of the 
effectiveness of the care. The quicker the surgeon got the employee better and back to work, the more effective the surgeon was. 
Here Surgeon A is much better than average, while Surgeon B is worse.

The bottom chart combines the two. Both Surgeon A and Surgeon B are better than average, but Surgeon A is the best. 
Something you would never have seen by just looking at the claims.

Clinical Efficiency

If you’re a health insurance company or just don’t have HR data to match against the claims, including an employer quantifying 
the outcomes for the spouses and dependents in its plan, you can measure the outcomes using just the claims. Instead of asking 
how much it cost and how long it took to get and/or keep an employee at work, now ask how much it cost in claims to keep a 
person well?
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Define being well in terms of healthy days, which you can see in the claims. Healthy 
days are days that the person does not spend in the healthcare system (e.g. hospital 
stays, doctor’s visits, etc.) or at home in a non-functional state (e.g. recuperating or 
otherwise unable to carry out their normal activities). You can then rank each doctor 
by root diagnosis, from the best with the lowest average risk-adjusted claims per 
healthy day, to the worst with the highest.

The chart below illustrates this concept with behavioral health issues. If a person 
doesn’t have any behavioral health issue, it takes $10 per day to keep them healthy 
(i.e. almost everyone will have some claims and unhealthy days during a year). 

On the other hand, if a person has 
headaches it doubles to over $20 per 
day, and if they have a drug or alcohol 
problem it doubles again to over $40.

RISK SCORES

You’ll notice that the above methods 
refer to “risk-adjusted” claims and 
absence costs. Risk scoring is critical 
when quantifying outcomes. If you ask 
any doctor why their costs are more than 
another doctor’s, they’ll always give the 
same answer. “Because my patients are 
sicker.” And sometimes they’re right.

Sicker patients cost more and take 
longer to get better. If you have two 
patients with the same back injury, one 
of them young and otherwise healthy, 

STOP LOSS  |  CAPTIVE  |  PAYOR  |  PROVIDER  |  ACO  |  GROUP ACCIDENT

In this rapidly changing environment, StarLine 
holds true to our model. Our producers and 
clients can rely on us to be a trusted resource 
that remains Approachable, Knowledgeable 
and Dependable. As your partner in stop loss, 
we want to ensure that we address any issues  
as  they arise, and are always happy to answer 
questions amidst this shifting situation. 

Call us at (508) 809-3179. Stay safe and stay well.
www.linkedin.com/company/star-line-group



STOP LOSS       MANAGED CARE REINSURANCE

When you work with HM Insurance Group, you can connect with thought leaders  
and smart ideas steeped in regional knowledge and backed by financial stability.  
We build relationships – nationwide and for the long-term – ever mindful of the 
evolving health care landscape and committed to protecting the financial well-being 
of our clients from the impact of catastrophic claims. Find more on hmig.com.

MTG-3258 (2/20)

Coverage is underwritten by HM Life Insurance Company, Pittsburgh, PA; Highmark Casualty Insurance Company, Pittsburgh, PA; or HM Life Insurance Company of New York, New York, NY.

Work with a company that makes connections.

Choose coverage that aligns you with experience,  
market insight, data-driven decisions and accessible experts.

2020_HM_8.5x11_Self-Insurer_v3.indd   12020_HM_8.5x11_Self-Insurer_v3.indd   1 2/4/20   12:40 PM2/4/20   12:40 PM
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while the other older, overweight and diabetic, the older patient is going to cost more. So you need to adjust for comorbidities 
by assigning each patient a risk score. That way the provider rankings are based solely on the doctors’ performances, not the 
patients that they treated.

A good risk scoring system to use is CDPS (Chronic Illness and Disability Payment System). CDPS is an open source system 
designed by the University of California, San Diego and employed by many Medicaid programs around the country. 

Accordingly, it is demographically appropriate for a working age population. In contrast, if you are working with a Medicare 
Advantage plan you might use the HCC risk scoring system (Hierarchical Condition Categories) used in Medicare.

The CDPS system looks at various demographic and clinical data, including age, gender, diagnoses, and the prescription drugs 
that a patient is taking, and assigns the patient a score: 1.00 being an individual of average health, below 1.00 healthier than normal 
(the lower the score, the healthier), and above 1.00 sicker (the higher the score, the sicker).

The chart below shows the relationship between an employee’s risk score and the number of days that they miss from work. As 
you would expect, the higher the risk score, the more time that they miss.

GETTING FOLKS TO THE BEST DOCTORS

Quantifying the outcomes and ranking your network’s doctors based on the outcomes that they achieve is only half of it. Now you 
have to get your folks to them. There are a number of ways to do so.
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Network Design

The most obvious answer is to design your provider network to include the best 
doctors for each root diagnosis, or at least eliminate the worst. And it’s the worst 
doctors, who often see only a few of patients, that cost the most. You can think of 
this in terms of Malcolm Gladwell’s “10,000-hour rule,” his hypothesis that you must 
practice something for 10,000 hours to become an expert at it. If a doctor sees only 
a few back patients a year, that doctor probably won’t be very good at treating back 
patients. 

The takeaway is that eliminating the worst doctors from a network, who may be 
seeing only a few patients anyway, can make a big difference!

If you’re a health insurance company, that’s your answer�unless you’ve contracted 
with a health system that precludes you from excluding any of its doctors.

What if you’re a self-insured employer? You have a contract with an insurance 
company to provide you with a network of doctors and process your claims, i.e. a TPA�
Third Party Administrator. Will the insurance company let you add and delete doctors 
from the network? The answer is almost always “No.” Next.

Stratify the Network

 If you can’t choose the network, stratify it. Decrease or eliminate co-pays and out-of-
pocket costs when plan members go to the best doctors. Properly structured, you’ll 
save more in decreased claims and absence costs than you’ll lose by giving up those 
co-pays and deductibles.

If you have a HDHP (High Deductible Health Plan) coupled with HSAs (Health 
Savings Accounts) you can do essentially the same thing by contributing to the 
employees’ HSAs when they go to the best doctors. Be careful with those HDHPs, 
however. 

Is shifting upfront costs to your employees causing them to defer care? When a 
problem arises, an employee will go to the doctor if they know that all they will pay is 
the co-pay. They might not go, however, if they’ll have to pay the entire doctor’s bill. 
Make sure you’re not saving a little on the front end, only to pay a lot more later, when 
a problem that could have been remedied early festers into a much larger problem.

 
 

  
 

  
  

  

 

  

  
 

  
  

 
 

 

 

 
  

Do you aspire  
to be a published 
author? 

We would like to invite you 
to share your insight and 
submit an article to The 
Self-Insurer! SIIA’s official 
magazine is distributed in 
a digital and print format to 
reach 10,000 readers all over 
the world. 

The Self-Insurer has been 
delivering information to 
top-level executives in the 
self-insurance industry since 
1984.

Articles or guideline inquires 
can be submitted to Editor 
Gretchen Grote at ggrote@
sipconline.net

The Self-Insurer also has 
advertising opportunties 
available. Please contact 
Shane Byars at sbyars@
sipconline.net for advertising 
information.
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Case Managers

You have case managers who work 
with your high cost and chronically ill 
members. Give them a list of the best 
doctors for each diagnosis so that they 
can help those members get the best 
care. You can provide this list to the case 
managers interactively over an internet 
portal.

You can give the doctors in your network, 
and even your members themselves, 
similar portals to look up the best 
doctors. Primary Care Physicians (PCPs) 
often don’t know the best specialists and 
surgeons to whom to make referrals. 
Now they can just look them up. And you 
can give your plan members a portal to 
look up the best doctors for what they 
need themselves. The problem will be 
getting them to use it.

Your plan’s members will only make up 
a fraction of any doctor’s overall patient 
load. Will the doctor change their routine 
for your members and stop to look up 
the best specialist or surgeon when 
referring them? 

On the other hand, patient steering tools have a notoriously low participation rate. 
Not without good reason, patients suspect that they’re being directed to the cheapest 
option. And if you have a sick child you don’t want cheap, you want the best. These 
analytics identify the best, but it takes some effort to educate the members so that 
they understand that.

Wellness Programs

We’ve concentrated on quantifying the outcomes achieved by doctors, but these 
analytics can quantify the outcomes for other things too, like wellness programs. 
Everyone knows that generic lifestyle wellness programs don’t work. 

For every $1.00 spent on them, they save 50¢�a negative return of 50%. On the 
other hand, targeted wellness programs do work, those specifically for patients with 
diabetes, hypertension, etc. For every $1.00 spent, they save an average of $3.80. 
These analytics can identify which wellness programs are right for an employer’s 
population, and then quantify the outcomes those programs achieve and calculate the 
ROI.

WORKERS’ COMPENSATION

We’ve been focusing on health plans�a word about workers’ compensation programs. 
In most health plan settings, you can only encourage someone to go to the best 
doctor. They can go to whoever they want.

It’s Almost Renewal Season.
Do Your Partners Have You 
Covered?

AccuRisk Solutions has the people, the process, and 
the options you need to take care of your renewal.

Contact us today.

info@accurisksolutions.com | accurisksolutions.com | (312) 857-9100
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Workers’ compensation is different. In many states, an employer can direct care and require an injured employee to go to the 
provider that the employer selects, the one that these analytics identify as the best doctor for that type of injury. Accordingly, 
although the numbers are smaller, an employer can capture a much larger percentage of the potential savings, while getting its 
injured employees better care.

A FINAL THOUGHT: THE TALE OF TWO SURGEONS

One of the more interesting insights involved one employer’s network of orthopedic surgeons, which included Surgeon A and 
Surgeon B. Both surgeons did neck surgeries and back surgeries. The chart on the next page compares their neck patients over 
four years. Surgeon A was very good at neck surgery, and Surgeon B was very bad.

The chart on the right compares their back patients over this same four years. Here it was reversed. Surgeon A was very bad at 
back surgery, while Surgeon B was very good.

The chart on the bottom shows that this employer could have saved $893,573 over these four years by flipping each surgeon’s 
patients to what that surgeon was good at�Surgeon A handled Surgeon B’s neck patients, and Surgeon B handled Surgeon A’s 
back patients.
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www.benefitmall.com    888.248.8952

At BenefitMall, we know that employer groups benefit  most from treating their 
health plan as an investment rather than an expense. Our team of self funded 
consultants can help you succeed by offering:

©2020 BenefitMall. All rights reserved.

INNOVATIVE STOP LOSS AND ANCILLARY SOLUTIONS

•  Reporting, Compliance Services  
and Plan Document Review

• Billing and Premium Collection
• Ancillary Products and Services

• Unbiased Expertise and Review
•  Initial Placement, Implementation and 

Renewal of Coverage
•  Claims Audit, Submission, Tracking, and 

Resolution Services

Doctors aren’t all good or all bad. They’re good at some things, and not so good at others. These analytics find out what they’re 
good at and exploit it to everyone’s advantage.

BETTER CARE AT LOWER COSTS

 

By sending the plan members to the doctors that achieve the best outcomes�claims will go down. Good healthcare costs less 
overall than bad healthcare as 30% of claims are unnecessary, the result of poor or ineffective care. The best doctors deliver 
superior care for less, wringing out those excess costs. Absence costs will go down too because the best doctors return 
employees to work faster. And maybe most importantly of all, now everyone will receive better care.

Scott Roloff is the President of IntegerHealth Technologies, which combines advanced analytics with medical expertise 

to quantify healthcare outcomes for health plans and workers’ compensation programs Driving down the costs, while 

improving the care. Scott can be reached at (817) 849-9402 and sroloff@integerhealth.com.


