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FOREWORD
Marilyn Bartlett

l

I’ve been in the business of health benefits for a long, long time 
now – working first for Blue Cross Blue Shield, then as a CFO 

for a third party administrator, and eventually serving in roles that 
have allowed me to make meaningful improvements in the state of 
Montana. If I could advise benefits professionals, employers and 
unions, I would say this: “You cannot settle for the status quo.”

So much of this industry is shrouded in secrecy, with opaque 
payment systems. The money goes into the system from employ-
ers, employees, taxpayers, and consumers, who don’t know what 
they are paying for. The system now consumes 20% of GDP, with 
no end to the increase in sight. We need to change this course!

The then Director of Montana’s Department of Administra-
tion, Sheila Hogan, and Montana’s Budget Director, Dan Villa, 
shared this vision and hired me as Health Care and Benefits Divi-
sion Administrator to improve the state employee health plan. In 
that role, I used my experience and the confidence that came with 
it to decide the price we would pay hospitals as a multiple of 
Medicare, rather than simply  accept the high costs the hospitals 
were “willing” to dish out. 

Along with other measures to add efficiency, lower costs, 
and implement price transparency, we took a projected minus $9 
million reserve balance to a positive $112 million in just over two 
years. Now, I’m trying to help other states do the same, much as 
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Dave Chase is trying to do in putting together this book.
Information on some of the very same things I did while 

working for the state of Montana can be found in Dave’s book, 
specifically reference-based-pricing, direct contracting, phar-
macy benefits transparency, data-driven decisions, and especially 
value-based primary care. Dave also provides helpful insights 
and tips for advisors and employers to consider, from the nit-
ty-gritty details that are needed for strong health plan design and 
in-depth analysis of where the money goes, to broader organiza-
tional and community efforts. Hint: It isn’t over after you put the 
plan together. What comes next – driving organizational, com-
munity, state, and national change – is a longer-term challenge. 
Thankfully, it’s a challenge Dave makes easier by breaking the 
strategies down into concrete steps.

Dave also walks local leaders, benefits advisors, and employ-
ers through the serious local, state, and national consequences 
they’ll see if things don’t change soon. Dave shows that other parts 
of the budget have to bend and flex and there’s often not much 
room for that. I saw firsthand what can happen when the health 
care system consumes far too many tax dollars. By taking control 
of health care expenditures, plan design, and contracting, you can 
change this dynamic. We free up money for public health, primary 
care, and for pandemics and other unplanned disasters.

When Montana realized significant savings in the state 
employee health plan, the legislature retained $25 million 
through a premium holiday to help balance the overall state 
budget. Furthermore, state employees received pay raises at the 
next budgeting cycle, as the health plan did not require addi-
tional funding.

More people need to see this big picture perspective and 
understand why we must never settle. We must never just accept 
something because “everyone else is doing it,” and we must 
make the changes needed to secure a better health care system. 
Dave tells us how to do this and provides the support needed to 
move forward.
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Marilyn Bartlett was selected #13 of Fortune Magazine’s World’s 50 
Greatest Leaders of 2019 and was recently inducted into the Montana 
Business Hall of Fame by Montana State University. Marilyn currently 
serves as a Senior Policy Fellow for the National Academy of State Pol-
icy (NASHP), addressing hospital pricing.
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PREFACE
l

By the time I was 40, I had lost ten close friends who were my 
age or younger. It’s a gut punch to be reminded how short our 

time here is, but one loss hit me harder than any other: a friend 
died of cancer, and the system failed her in every way. She was a 
talented tech executive and worked her way to the top levels of 
Silicon Valley. She should have had access to great health care, 
but got a harmful treatment plan that led to her financial, physi-
cal, and emotional ruin as her legacy to her 10-year-old daughter. 
It was devastating to witness.

Her death struck me particularly deeply because I realized 
I was part of the system. I was raised to know that if you see a 
wrong and don’t do anything about it, you are complicit. I had 
started my career consulting with faith-based and children’s hos-
pitals as a revenue cycle consultant—a fancy term for generating 
as big a bill as possible, getting it out as fast  as possible, and get-
ting it paid as quickly as possible. At one time, this was simply 
to ensure that a hospital didn’t forget to bill for something, but 
it became the root of a scheme that is arbitrary, abusive, and has 
absolutely devastated the working and middle class in America. 
Like my friend before her death, hundreds of thousands of vic-
tims of our corrupt health care system file for bankruptcy every 
year—even though 70% of them have insurance. I saw the fear in 
my friend’s eyes thinking about her daughter’s future, knowing 
that even after working hard and being extremely successful, she 
wasn’t going to be able to leave her with much, if anything.
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Not long before my friend’s passing, I had been leading the 
most successful technology platform in health care. I was excited 
about how patients and doctors could finally realize value 
from easy-to-use software after decades of mainframe comput-
ers. But despite breakthrough technologies that could improve 
patient outcomes, that’s not what hospitals wanted to buy. All 
they wanted were systems tuned to game every reimbursement 
opportunity the industry had to offer. Despite being at the top 
of my game in health care, I couldn’t be party to that and vowed 
I wasn’t going to work on technology that I knew was going to 
do more harm than good. I was frustrated that I didn’t have the 
solution, so I left health care for over a decade.

Around the time I was returning to health care, a high school 
kid asked me to buy a candy bar for her school fundraiser. Great, 
I said, were they raising money for a band trip? No. It turned out 
they were raising money for science lab supplies. What?! Taxes 
paid for that stuff when I was a kid.

Turns out this often isn’t the case anymore, primarily because 
of health care. Bill Gates devoted an entire TED talk to how health 
care has been devastating education: larger class sizes, laid off 
teachers, fewer music and arts classes, and increased college tui-
tion for state universities and community colleges. He also out-
lined how devastated education budgets would impact the future 
by preventing bold experiments and limiting opportunities for 
excellence. When Gates gave his talk, California alone owed 
more than $60 billion in health benefits costs that it couldn’t pay. 
I started my K-12 education in California at a time when the state 
was generally considered to have the best education system in 
the country; today it has the lowest high school graduation rates 
in the entire country—and the highest student to teacher ratio.

The scale of the financial and medical devastation that 
health care has wrought on America is something most people 
can’t imagine. Financially, health care’s hyperinflation has driven 
more than two decades of wage stagnation and decline. Today, 
60% of the workforce makes $20/hour or less, while health insur-
ance premiums for a family of four are over $20,000 per year. 
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With over half of the workforce having a deductible greater than 
$1,000, most Americans are a bad stubbed toe away from finan-
cial ruin. And these are the people who have insurance!

For example, even as the country focuses on the COVID-19 
pandemic, we continue to grapple with an older massive pub-
lic health crisis, the opioid crisis, which is a self-inflicted wound 
driven almost entirely by a dysfunctional health care system. 
While in Boston last fall, not far from “Methadone Mile,” I saw 
two things that we now know are profoundly connected—
gleaming billion-dollar medical towers and students “on strike” 
because of school underfunding.

Believe it or not, we can go a long way to stopping the opioid 
crisis in its tracks, while fixing education underfunding and pre-
venting or better preparing the country for future crises, through 
access to great, value-based primary care, a critical foundation 
for a fair, rational, affordable, and effective health care system.

I’ve found real hope in the solutions I’ve discovered. Every 
structural solution to prevent what happened to my friend and 
countless others has already been invented and proven, and is 
working someplace in this country. A small hotel company has 
the best benefits package of any employer I’ve ever seen—and 
they spend 55% less than employers of similar size. In addi-
tion to providing quality, affordable health care to employees 
and their families, they’ve invested a small fraction of what 
they saved into the local community and school system, which 
are seeing stunning results: crime has gone down by 67% 
and high school graduation rates have doubled to essentially 
100%. It sounds unbelievable, but it’s true, and it’s happening 
in Orlando right now.

The most amazing discovery I’ve made in studying success-
ful innovations is that the best way to slash costs is to improve 
health benefits and outcomes. How could I not share this great 
news?

The excitement from health care professionals, elected offi-
cials, employers, and other civic-minded Americans is conta-
gious. If you’ve picked up this book, you are part of the solution. 
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No matter who or where you are, you can join this effort to cata-
lyze change and restore both hope and health to the community 
where you live and work.

There is no time to lose, especially after seeing how badly 
undermined primary care and poor public health infrastructure 
made the U.S. much more vulnerable to COVID-19. Fortunately, 
there are many things you can do to prevent further dysfunction. 

For example, work to ensure that your company, union, 
or community has access to great primary care. Join the Health 
Rosetta community to share your successes and learn from those 
of others. If you are a city leader who makes health care-related 
decisions, lead by example with city employees and use your 
bully pulpit to reinvent health care in your community. If you are 
a union leader, follow the example of dozens of school districts 
around the Pittsburgh area, where labor and management lead-
ers put aside old differences to work together for benefits that 
boost the health—and bottom line—of all parties.

Also, write down every organization you have influence 
over and share with them that the best way to slash health care 
costs is to improve health benefits. Share this book with them—
we’ve made a free download available of it and my past books, 
such as The CEO’s Guide to Restoring the American Dream, at 
www.healthrosetta.org/friends. We care more about spreading 
success than losing a few book sales.

Whatever your role, start with one organization and one 
tactic. For too long we’ve let health care crush the American 
Dream. We cannot take another 20 years of economic depres-
sion for the working and middle class. Whether we know it or 
not, we all contributed to this mess. Now, it’s on us to fix it. 
When change happens community by community, it is impossi-
ble to stop. Yes, health care stole the American Dream. But, it’s 
absolutely possible to take it back. Join us to make it happen in 
your community.

To learn more, read on or visit healthrosetta.org. What is the Health 
Rosetta? The blueprint for evidence-based health purchasing. It’s a prac-
tical approach built on what successful purchasers do.
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For ongoing insight, best practices, and updates, subscribe to the 
Health Rosetta newsletter at healthrosetta.org/employers. Throughout 
the book, you will find a variety of email addresses where you can send 
information related to chapters and become part of the solution. However, 
if you have success stories of how communities are being rebuilt, or have 
general ideas or feedback, email me at dave.chase@ healthrosetta.org.
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INTRODUCTION
l

If you want to get to the root cause of an issue, just ask, “Why?” 
That’s what I do every time I see employees strike, and usually 

the answer – no matter the industry – is, at least in part, “health 
care.” A few recent examples:

In the auto industry, in the longest strike between GM and the 
United Auto Workers (UAW) union since 1970,1 the UAW fought 
to protect hourly workers’ 3% health care cost share, while also 
arguing for better wages, job security, and other benefits.2

In education, the Dedham (Massachusetts) Education Asso-
ciation struck—the state’s first strike in 12 years3 —to get the 
Dedham School Committee to reduce teachers’ health insurance 
contributions.4

And in the health care industry itself, the University of Cal-
ifornia (UC) Service and Patient Care Technical Workers (part of 
the American Federation of State, County and Municipal Employ-
ees Local 3299) struck the university, arguing that UC is outsourc-
ing work to people they pay less and refusing to increase wages 
for existing workers.5

That last example may not, on the surface, seem to be a 
direct response to health care cost concerns. However, health care 
spending is the underlying issue here too.

Employers have had to dedicate an increasingly significant 
part of their budget to health care costs each year. As a result, 
many have compensated by cutting into other parts of the bud-
get – like wages, retirement benefits, etc. – or forcing employ-
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ees to bear more of that cost burden via high-deductible health 
plans. Still others, like UC allegedly, have outsourced functions 
to remove the cost burden of health benefits, which increases the 
number of working poor who are employed by contractors that 
do not offer insurance and who cannot afford publicly available 
health insurance.

The truth is, the public sector could do more to make their 
health plans more affordable for all people. It could also improve 
outcomes in their communities if local dollars weren’t being swal-
lowed up by, in many cases frivolous, projects like the $1 billion 
expansion of Massachusetts General Hospital.6 Hospital leaders’ 
edifice complex often takes large sums of public and/or private 
dollars away from sectors and initiatives that truly matter for the 
sole purpose of producing a shiny new building for people to 
admire—a building whose revenue is dependent on the public’s 
unfortunate need to visit it.

In Texas, health care dollars could be better used in attempt-
ing to reduce the state’s obesity rate – it’s the 10th highest in the 
country7 – by addressing food deserts, improving school lunches, 
and funding primary care that includes health coaching. Or, the 
state might follow the superior health care model Pittsburgh-area 
schools used to ensure smaller class sizes and better teacher pay 
and benefits.

Understanding how we can free up health care dollars to 
accomplish these goals, or really any goals that are important to 
states, is what this book sets out to do. It walks readers through 
how much money is wasted on our current catastrophic health 
care system at the national level, the state level, and even the 
employer level. It further explains how that catastrophic system 
has given birth to subsequent public health crises – the example 
I’ll use here is the opioid crisis – and how we allowed this to hap-
pen. Finally, it points the way for us to end the current system by 
designing low-cost, high-quality, parent-approved Health plans.

We’re spending more than enough money to get the best 
health care system in the world. In places, we actually already 
have it – and not just for the rich. The only real question is whether 
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we can massively replicate what we already know works beauti-
fully. My dad passed away from Parkinson’s last year, and I can 
honestly say that I don’t know of any model in the world that 
could have exceeded the care he received through his Health 
Rosetta-type health plan. As a country, we can easily afford to 
implement this model as it’s much less costly than the disaster 
that is our status quo health system.

Changing the world starts with changing health care’s status 
quo, and to do that all of us must first rally together. There are 
many inspiring responses to the COVID-19 pandemic. We have 
seen actions taken in 10 days or weeks that might have taken 10 
years under ordinary circumstances. I am counting on you to rise 
to the challenge to drive change in whatever sphere you have 
influence. With this book as your guide, I encourage you to go 
forth and continue to push forward the health care revolution 
that’s gaining more and more momentum each and every day.

Health care isn’t expensive. What is expensive is profiteer-
ing, price-gouging and edifice complexes that prioritize building 
Taj Mahals over disaster readiness. After all, only $0.27 of every 
$1 ostensibly spent on health care goes to the primary value-cre-
ators – nurses, physicians and other clinicians.
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A WORD ABOUT WORDS
l

Health care always seems to use ten different words for essen-
tially the same thing, each with some supposed slight varia-

tion in meaning that isn’t even consistently used by those of us in 
the industry. I have also included terms that may be unfamiliar to 
those outside the health benefits profession. To minimize confu-
sion, I have tried to use consistent terminology, as follows.

• Benefits broker, consultant, and advisor. These three 
terms are often used interchangeably in the real world 
to refer to people who arrange, negotiate, and/or pur-
chase a health plan on behalf of a third party. I use broker 
to signify a person who operates under the status quo, 
taking a highly conflicted approach to purchasing health 
benefits. I use advisor or consultant to signify someone 
operating under the modern, high-value, transparent 
approach.

• ERISA. The Employee Retirement Income Security Act 
of 1974 is a federal law that sets minimum standards for 
most voluntarily established pension and health plans in 
private industry to provide protection for individuals in 
these plans.

• Fully insured. This is the common but misleading term 
for health plans provided by traditional insurance carri-
ers. We prefer the term “carrier controlled.” For employ-
ers, there is little doubt that if an organization has a “bad 
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year” the carrier will claw back whatever they may have 
lost in that one year and more than make up for it in future 
years-as if the prior “good years” had not provided ample 
reserves. Also, 70% of medical bankruptcies are filed by 
“fully insured” people.

• Health plan. This refers to a specific health benefits plan, 
whether fully insured or self-insured.

• Insurance company or carrier. These refer to the organi-
zations that provide insurance and/or self-insured plan 
administration services

• PBM. Pharmacy Benefit Manager is a Third-Party Admin-
istrator (TPA) of prescription drug programs for commer-
cial health plans, self-insured employer plans, Medicare 
Part D plans, the Federal Employees Health Benefits Pro-
gram, and state government employee plans.

• People. I use a couple of different terms depending on 
context. Individual is the default. Patient is for people 
receiving care. Member or employee refer to individuals 
from a health plan or employer’s perspective.

• Plan administrator. This is the organization that performs 
the noninsurance pieces of a health plan, like claims adju-
dication. It includes Administrative Services Organiza-
tions (ASO) tied to insurance companies and independent 
Third-Party Administrators (TPA).

• Provider organization and clinician. These terms cover 
the people and entities that provide health care services. 
This includes physicians, nurses, hospitals, health sys-
tems, and other providers of health care services.

• Quadruple Aim. Refers to the simultaneous pursuit of 
improving the care team experience (both professional 
and non-professional members of the care team), the 
patient experience of care, improving the health of pop-
ulations, and reducing the per capita cost of health care.

• Self-insured or self-funded. These are organizations, 
typically with more than 100 employees, that may use 
an insurance company provider network, but pay the 
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claims and take on the financial risk themselves.  We 
prefer the term “employer-controlled health plans” as 
there is outside insurance (stop loss coverage) in most 
cases. Only enormous organizations may be entirely 
self-insured

• Stop-Loss Insurance. All but the largest employers have 
stop loss policies that cover unpredictable claims such as 
cancer, organ transplants and other outlier claims.

• TPA -Third-Party Administrators. Self-insured organiza-
tions normally use an independent third party to admin-
ister health claims. A variant of this is Administrative 
Services Only (ASO) organizations that are owned by 
insurance carriers with resulting pros and cons laid out 
in Part III.

• Workplace wellness program. The term  wellness  has 
been co-opted by a large industry of vendors that largely 
sells products with no or negative return on investment 
(ROI). I use this more specific term to refer to these pro-
grams.
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CHAPTER 1

THE FUTURE OF HEALTH 
WILL BE LOCAL, OPEN, AND 

INDEPENDENT
l

It should come as no surprise that the most successful solutions 
to society’s most challenging problems do not now and will not 

in the future arrive with the cavalry from Washington, D.C. After 
all, the great societal challenges that America has been tackling 
over the last several decades – civil rights, energy independence, 
climate change, better food – all have been fueled from the bot-
tom up.

This is certainly true when it comes to health care: an indus-
try that spends more on lobbying than oil and gas, defense, and 
financial services combined is going to have its way with Con-
gress.8 I’ve taken to calling most D.C. politicos “preservatives” 
rather than progressives or conservatives, as they get paid to pre-
serve the status quo. The fact remains that over the last couple of 
decades neither Democrats nor Republicans have accomplished 
much to address the two biggest failings of the U.S. health care 
system: pricing failure and overtreatment. At the same time, gov-
ernment’s failed approaches created collateral damage including 
under-resourced public health infrastructure.

Health care is particularly suited to a bottom-up approach 
because it begins at home. The fundamental value creation in 
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health care is the relationship between an individual and his or 
her care team. The more intermediaries and bureaucrats that get 
inserted into that relationship, the greater the chance for value to 
be extracted rather than added.

Chris Brookfield has close to 20 years’ experience designing 
networks and services that empower people in emerging markets 
both in the U.S and abroad. In 2004, he left mainstream venture 
capital to focus on investments with broader and more beneficial 
human impact. He and his team played an instrumental role in 
lifting tens of millions of people out of poverty through micro-
finance, small business loans, rural hospital development, and 
slum improvement finance in India. He is now applying his sys-
tems change model to remaking the U.S. food system as well as 
new services for the next era of capitalism.

Tired political labels get swept aside when people come 
together to solve their issues. Brookfield’s work in food has 
revealed a natural collaboration between farmers and those in 
the local food movement, even though farmers tend to be more 
politically conservative and local food people tend to be more 
politically progressive. We find the same thing in health care, 
where free market-oriented, conservative physicians are pursu-
ing the same objectives and using similar tactics as progressive 
union leaders.

Models that deliver systemic change, says Brookfield, have 
three big themes in common: They’re local, open, and indepen-
dent. In this chapter, I’m going to show how health care can cap-
italize on these same themes using excerpts from Brookfield’s 
paper on system change (shown in italics).

Local

Focusing on local [reveals] a number of intrinsic advantages [that] 
are often overlooked [in the larger picture]. First, by decreasing 
scale, solutions can appear to problems that seem too complicated 
to solve at the global scale. For instance, re-engineering the food 
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system or decreasing poverty really are intractable when viewed at 
the global scale. Even the basic atoms of these systems – people – 
are invisible. By dialing into local, new features and relationships 
emerge.

In their new book The New Localism, urban experts Bruce 
Katz and Jeremy Nowak describe a diversity of needs at the 
local level. They compare cities such as Detroit, which may need 
to demolish blighted housing to boost value, to hot-market cit-
ies such as Boston, which may need to build and preserve more 
housing to meet demand. State and federal legislatures tend to 
enact one-size-fits-all solutions and, often for political reasons, 
prefer spreading public resources evenly, despite widely vary-
ing needs. New localism allows communities to focus on the 
challenges they actually have rather than on the national issue 
“du jour.”

Localism realigns entrenched politics. It’s striking how new 
alliances are formed at the local level that are impossible at the 
national level – where conservatives see new federalism, inde-
pendence, entrepreneurism, and local business, and progressives 
see community building, health, nutrition, education, and nur-
turing. In health care, individuals receive care from local clini-
cians, yet only $0.27 of every dollar spent goes to these locally 
based, value-creating clinicians. Between $0.50 and $0.75 of every 
dollar goes to the drug supply chain, health systems, and health 
plans that are usually headquartered elsewhere. This is at the 
heart of how the “sick care” industry has extracted resources 
that would otherwise go to social determinants of health that are 
fundamentally local (e.g., schools and social services). The table 
below shows where the health care dollar goes.
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~$0.45 Fraud

Misdiagnosis & overtreatment

(High-cost, massive overtreatment: spinal & 
stent procedures; high misdiagnosis areas: 
oncology, musculoskeletal, etc., ranging from 
25%-67%)

Abusive & arbitrarily high prices

(Massive pricing failure: prices for similar 
quality often vary 2-10x)

Extractive or 
no value

~$0.30 Insurer or health system administration & 
overhead

Often 
extractive

~$0.25 Paying high-value care providers Generally not 
extractive

Table 1: The Distribution of a Health Care Dollar

Note: These are very high-level approximations for illustrative purposes. They’re based on multiple, widely 
recognized sources and generally accepted data, including PwC’s “The price of excess– identifying waste 
in health care spending” and the Institute of Medicine’s9 estimate of waste at 30%-50% of spending. Other 
data points are outlined elsewhere in the book, including rates of misdiagnosis and pricing failure.

One of the key architects of the Patient Protection and 
Affordable Care Act (ACA), Bob Kocher, MD, echoes this reality 
in a Wall Street Journal op-ed entitled “How I Was Wrong about 
Obamacare,”10 in which he outlines the importance of indepen-
dent, locally controlled medical practices:

Personal relationships of the kind found in smaller practices are the 
key to the practice of medicine. Small, independent practices know 
their patients better than any large health system ever can ... [They] 
are able to change their care models in weeks and rapidly learn how 
to use data to drive savings and quality ... [I]t does not take [them] 
years to root out waste, rewire referrals to providers who charge less 
but deliver more, and redesign schedules so patients can see their 
doctors more often to avert emergency-room visits and readmissions.

I believed then that the consolidation of doctors into larger physician 
groups was inevitable and desirable under the ACA. What I know 
now, though, is that having every provider in health care ‘owned’ by a 
single organization is more likely to be a barrier to better care.
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Open

Openness is an advantage, largely because information networks 
have coalesced over the past 15 years and have exponentially 
increased the flow of information to local communities. There is no 
way to transmit proprietary ideas at anywhere near the speed and 
coverage that open-sourced ideas move.

Openness is proving itself in an array of settings. The beer 
market is mature and has been dominated in the U.S. by a couple 
of behemoths, yet craft brewers recently have grabbed 24%11 of 
beer spending. How? Craft brewers are radically open with each 
other regarding how to succeed, recognizing that their real com-
petition is the mega brewers, not each other.

One of the failings of the wildly underperforming status quo 
health care system is how poorly insights and breakthroughs get 
disseminated. Research shows that it takes 17 years for effective 
breakthroughs to become mainstream.12 Therefore, a central tenet 
of the Health Rosetta is to create an open, Wikipedia-like “hive 
mind,” which makes it much easier to understand and deploy 
approaches that sustainably outperform traditional approaches 
to Quadruple Aim objectives.

Near the conclusion of a great new book, Our Towns, James 
Fallows echoes the theme of taking what’s already working and 
sharing it much more broadly. He quotes Philip Zelikow, a pro-
fessor at the University of Virginia who said to Fallows:

“In scores of ways, Americans are figuring out how to take 
advantage of the opportunities of this era, often through bypass-
ing or ignoring the dismal national conversation. There are a lot 
of more positive narratives out there – but they’re lonely, and 
disconnected. It would make a difference to join them together, 
as a chorus that has a melody.”

Katz and Nowak describe a new circuitry of civic innovation 
in which innovative practices are adapted from one city to another 
– cities in radically different circumstances that are simultaneously 
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trying to solve similar challenges. The adaptation of solutions is 
accelerated by new city-related associations that share innova-
tion, industry-specific organizations such as the Health Rosetta, or 
major foundations such as the Rockefeller Foundation.

Independent

As with scale, we are hybridizing our approach to system design [of 
next-generation wheat mills] to incorporate the best of both local 
and conglomerated infrastructure. By integrating business models 
with existing social movements, we achieve network connectiv-
ity beyond the local watershed, allowing the sharing of resources, 
information, and values. By allowing each of these businesses to 
function autonomously within this fabric and grow to their fullest 
individual potential, an individual mill can utilize the control and 
hierarchical scalability typified by corporation[s] ... [A]t the same 
time, the fabric as a whole achieves quick responses, flexibility, and 
adaptability – responses [that] are inhibited by corporate concen-
tration.

The first broad application of the local, open, and independent 
model is the vanguard benefits advisors, who are the torchbearers 
of the next health era. Perhaps no job is more underestimated in all 
of health care in terms of its potential to help (or hurt) the work-
ing and middle class of America. Our experience has been that the 
vast majority of employers defer most of their health benefits deci-
sion-making to their benefits broker, a different animal altogether. 
As outlined elsewhere in the book, this is often to the detriment 
of employers and their stakeholders, whether they be employees, 
shareholders, taxpayers, or otherwise.

The Health Rosetta benefits advisors are building the next 
generation health economy by replicating what is proving suc-
cessful in a wide array of settings: public and private employers, 
rural and urban areas, large and small employers. Again, replica-
tion is the key word.
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Given that the primary value creation in health care is fun-
damentally a local endeavor tuned to local dynamics, we believe 
replication is the way change will happen. This is a fundamental 
contrast to massive top-down, large-scale programs. Replication 
varies from application to application; scalability seeks to apply 
the same things everywhere. This distinction is subtle but abso-
lutely critical to achieving success.

Post-Political

One indicator that a movement is ready for development in the 
commercial sphere is … when [it] ceases to be perceived as political 
within the relevant communities. While movements remain polit-
icized, there is insufficient agreement; when the community itself 
is split in its support, this method of commercial development is 
doomed at the outset. On the other hand, it was obvious in the case 
of both microcredit and local food that virtually everyone in the 
local communities agreed with the underlying premise. When com-
munity business models and commercial values align, they were 
able to attract nearly unanimous support.

As Katz and Nowak point out, new localism is also nonpar-
tisan and powerful.

“The regular engagement of business, civic, and academic 
leaders elevates pragmatic thinking and commonsense discourse 
and crowds out the inflammatory rhetoric associated with parti-
sanship and ideology. New localism is intensely focused on max-
imizing value for long-term prosperity rather than short-term 
private profit or political gain. Cities’ main message to the federal 
government today is ‘first, do no harm.’

“Millions of decisions are made by subnational leaders 
and ordinary citizens, and these decisions build communi-
ties, drive economies, educate children, catalyze innovation, 
and change lives. New localism is both representative of and 
restorative of the democratic ideals and principles on which 
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the republic was founded and which sustain Americans in 
good and bad times.”

Perhaps it is time to dust off the public referenda process 
to garner support for transformative investments in the future. 
A great example of this is how the Austin electorate voted to 
tax itself during an economic downturn in order to fund the 
Dell Medical School. Central to the mission of the new med-
ical school is serving as the community health care provider. 
Even in the short time since they opened, they’ve tackled pre-
viously resistant problems. For example, the working poor in 
Austin had an 18-month wait to be seen for orthopedic issues. 
Today, it’s down to about a week, thanks to on-the-ground 
problem-solving versus simply pouring more resources into a 
clearly flawed approach.

The Original Sin
In An American Sickness, Elisabeth Rosenthal explained how 

the way we structured health insurance was in some ways the 
original sin that catalyzed the evolution of today’s medical-in-
dustrial complex. This doesn’t mean health insurance is a bad 
thing. It means health insurance as we have known it is a bad 
thing. We need to re-do health insurance to support the health 
care system we want, not the one we’ve got. Brookfield believes 
that huge risk pools are the heart of the problem.

When local networks are scaled up, you add hierarchy, says 
Brookfield, and this creates an opportunity for theft and redirec-
tion. Brookfield’s genius has been understanding how social mis-
sions can be nested within free markets and how local control is 
a path to broad, positive change. This has been applied to micro-
credit, rural hospital development, and more. He has a proven 
track record of bipartisan approaches to tackling extremely dif-
ficult problems such as systemic poverty, lack of access to health 
care, and a food production system that has harmed local econo-
mies while producing subpar food. The following is Brookfield’s 
reaction to Rosenthal’s comment:
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All group risk pools – health insurance, life insurance, credit insur-
ance, disaster/property insurance – have a long social history. They 
all evolved out of village/community mutual aid groupings. So, for 
instance, along with microcredit (which has analogs that go back 
thousands of years) there were all kinds of group risk insurance. The 
community would pay if one member had an unanticipated tragedy.

These semiautonomous systems work very well at the community 
level. They are efficient and well supervised by their own partic-
ipants. In this kind of network – some call it a fabric – there is 
much mutual overlap: walls are thin, and gossip travels fast, which 
drives the [development of] community governance. This kind of 
signaling among community participants is really highly effective 
at reining in [systemic] abuses, as well as bureaucracy, lag times, 
and translation errors. This is the essence of Elinor Ostrom’s 
insight that won her the Nobel Prize for economics. But these sys-
tems go completely haywire when ‘scaled up,’ which creates oppor-
tunity for theft and redirection.

Persuading individuals to buy insurance is kind of backwards. I 
saw this in India all the time. Individuals do not value their own 
risks – their relatives and neighbors do. We could not get individ-
uals to buy insurance. We made buying life insurance compul-
sory to receiving a much bigger benefit – personal loans. Then we 
quickly sold 10 million policies. It would be good for American 
policy makers to be reminded that insurance is not an attractive 
sale to an individual; the beneficiaries of insurance, fundamentally, 
are the family, community members, and invested financial insti-
tutions, not the insured.

Most modern insurance vastly scales up the number of people who 
bear the burden and, in the process, adds enormous cost while losing 
effective oversight. Pools of more than 1,000 people are redundant 
and may reduce resilience, as the ballooning overheads outweigh 
the marginal benefit from wider risk sharing. Pools of hundreds 
of thousands or more people simply mean more power and money 
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for the administrators, plus hugely expanded costs for end-of-life 
interventions that are a huge burden for smaller pools. Bigger scale 
+ more cost = additional costs from providers … and on we turn.

For nearly all people nearly all of the time, says Brookfield, 
we would be better off with community risk pools, self-governed, 
for nearly all our risks, using traditional pools only as reinsur-
ance.

The primary issue of outlier claims is easily addressed. Over 
100 million Americans are in self-insured plans. All but the larg-
est have stop-loss policies for outlier claims. This allows compa-
nies as small as 20 people to self-insure without risk of financial 
ruin if they have an unfortunate medical incident.

‘Buy Local’ Programs Will Reinvigorate 
Communities

Increasingly, communities realize the value of “buy local” 
programs that increase community resilience and economic 
opportunity. Today, the vast majority of communities send a 
large amount of money to out-of-town bureaucracies to pay for 
services that are mostly delivered locally. It’s quite odd if you 
pause and think about it. In contrast, the Rosen Hotels case study 
is a microcosm of how a community can be literally transformed 
(crime down, high school graduations up, etc.) by reinvesting 
money that would otherwise have been squandered on giant 
out-of-town bureaucracies. Likewise, Pittsburgh has shown how 
a local insurance pool can ensure that education budgets no lon-
ger get eviscerated by a wasteful health care system.

Even in countries perceived to have centralized health care 
systems, ownership and administration is pushed down to much 
more local levels. Communities like Jönköping, Sweden have been 
internationally recognized for how they innovate and “real-locate” 
monies to fit the needs of community members. Jönköping leaders 
are aware that clinical health care drives less than 20% of health 
outcomes, so balancing that spending with investments in clean 
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air and water, better schools, job training, and other opportunity 
creation maximizes community well-being.13

In many ways, we already have this today in a variety of com-
munities, from employers (self-insured and captive) to unions 
to health-sharing ministries. Health Rosetta co-founder Sean 
Schantzen tells me all the time about ways organizations hedge 
their bets against risks of all kinds, many of which are extraordi-
narily complex and unpredictable. For example, the wide range 
of reinsurance products, commodities options, currency hedging, 
etc. are all forms of insurance that enable organizations to tailor 
their protection to their comfort level with risk.

We know that our current approach to health insurance 
isn’t well-received. Customer satisfaction with status quo health 
insurance is lower than virtually any other sector of the economy. 
The beauty of the approach Brookfield articulates is the blend of 
local control and accountability with the scale advantage from 
appropriate use of technology and modern business tools. With-
out local accountability, distant bureaucracies are vulnerable to 
abuse. Consequently, a cascade of stifling bureaucracy gets lay-
ered on to the point we’ve reached today, where an alphabet 
soup of MACRA, MIP, MU, PCMH, HCAHPS and more crushes 
our nurses and doctors. People sometimes conflate re-localizing 
health care and health insurance with past clumsy efforts to pool 
risk, many of which haven’t worked.

They didn’t work for the following reasons:

• They brought organizations together that had no connec-
tion or local accountability and were driven by distant 
state bureaucracies.

• They were predicated on buying from out-of-area inter-
mediaries and insurance or provider companies versus 
locally controlled provider organizations. With that came 
all the baggage outlined in other parts of this book, such 
as PPO networks that once made sense but have become 
value-extractors from local families and economies. Case 
studies throughout this book of unions, employers, and 
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municipalities demonstrate how they are more effective 
than insurance companies at slashing health costs by 
managing things at an appropriate scale. Why? They have 
aligned interests absent from most intermediary arrange-
ments in health care.

• They used the same old health payment approaches that 
have proven to deliver mediocre health outcomes, eat up 
extraordinary sums of money, and make clinicians’ lives 
miserable. Hardly a recipe for success. When social mis-
sions are nested within free markets and local control, 
there is a path to broad, positive change that is embraced 
by people who put their humanity before tired political 
labels.

In the hopes of ensuring that you and your organization 
don’t likewise experience failure, the next chapter digs into how 
to produce high-quality, low-cost, and even parent-approved 
health plans.

Key Takeaways and Things to Think About:
• By decreasing scale to a local level, solutions can appear to 

problems that seem too complicated to solve at the global 
scale.

• Roughly half of every dollar spent on health care adds 
no value; much of it is extracted out of local economies to 
out-of-town health plans, health systems, and investors, 
even though health care is fundamentally local. The val-
ue-creating nurses and doctors receive only $0.27 of every 
dollar ostensibly spent on health care.

• There is no way to transmit proprietary ideas at anywhere 
near the speed and coverage that open-sourced ideas 
move. The arc of health bends toward openness.

• Transforming health care requires re-doing health insur-
ance to support the health care system we want, not the 
one we’ve got. This doesn’t mean health insurance is a 
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bad thing. It means health insurance as we have known it 
has created a multitude of perverse incentives that harm 
both patients and clinicians.

• Combining the best of local autonomy with the benefits 
of modern financial and technology infrastructure can be 
achieved in post-political movements.
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CHAPTER 2

HEALTHCARE IS BREAKING 
LOCAL, STATE, AND FEDERAL 

BUDGETS
l

In September, Marty Makary, a professor at Johns Hopkins and 
author of The Price We Pay: What Broke American Health Care 

– and How to Fix It, published an op-ed in USA Today revealing 
how many federal dollars the healthcare-cost beast is consum-
ing. According to his Johns Hopkins colleagues, it is eating nearly 
half (48%), which includes funding for Medicare, Medicaid, 
Social Security, military health benefits, health benefits for fed-
eral employees and their dependents, plus interest.14

Our federal government spends 48% of its money on health 
care and still health care devastates state budgets all across this 
country, with serious consequences we’re already seeing in pub-
lic health and education.

Sadly, it was bloated health care spending that did more 
to devastate public health funding than anything else. Conse-
quently, thin public health investments left the country woefully 
unprepared for the COVID-19 pandemic, making it far worse 
than it needed to be.

In the meantime, high-quality schools and programs are 
being washed away, the collateral damage ranging from larger 
class sizes and fewer arts programs to teacher layoffs and 
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increased college tuition. None of these casualties are good for 
kids or the nation’s future.

Fortunately, there is a better way (see the case study on 
Pittsburgh [Allegheny County] Schools in the last chapter of this 
book), but let’s first understand the magnitude of the problem.

Health Care’s Hyperinflation  
Is Breaking U.S. Schools

Bill Gates gave a TED Talk15 on the macro view of the impact 
of state budgeting on education. Gates looked at data from Cali-
fornia, but it’s not a problem unique to California. At the time of 
this talk, only $3 million had been set aside for retiree benefits, 
whereas $62 billion had been committed.

It’s bad today but will only get worse over time as health 
care continues to consume an increasing proportion of states’ 
budgets. And if we don’t solve education funding on a sustain-
able basis, we’re only putting a Band-Aid on a growing, gaping 
wound.

Figure 1: Slide from Bill Gates’s TED Talk, “How State Budgets Are Breaking US 
Schools”



Relocalizing Health: The Future is Local, Open and Independent

16

Proof that we have yet to really address the underlying issue 
here – health care – is the fact that we still lurch from one edu-
cation-funding crisis to another. That’s because even in states 
such as Massachusetts that pass legislation to pay teachers more, 
guess what? Teachers don’t take home one more dime, because 
every new dollar allocated to teacher salaries gets eaten up by 
health care costs.

Massachusetts is actually a cautionary tale for the rest of the 
country. While there are pockets of brilliance in the state’s health 
care system that demonstrate its potential – such as  its response 
to the Boston Marathon bombing – overall the system is clearly 
out of control: literally in the shadow of billion-dollar medical 
towers you’ll find ground zero for the Massachusetts opioid cri-
sis, dubbed “Methadone Mile.”

Unlike public health crises such as polio and HIV, the opi-
oid crisis is a logical and tragic byproduct of our health care 
system (more on that in Chapter 4). But that’s not the only way 
our catastrophic health care system has devastated and enraged 
communities. As health care has stolen from education, Boston 
students felt compelled to go on strike to protest lack of fund-
ing16 despite a robust economy. Billions have supported hospi-
tals’ edifice complex (e.g., Massachusetts General Hospital’s 
plan for another billion-dollar medical tower despite a current 
excess of hospital beds) instead of addressing things like high 
lead levels in school pipes.17 In fact, Massachusetts hospitals are 
so profitable, they feel compelled to shift $1.6 billion in profits 
to the Cayman Islands.18

In sum, Massachusetts is making the implicit decision to 
increase hospital beds and pursue tax shelter schemes rather 
than focus on something that drives true health – stopping 
the poisoning of children. This is an imbalance all states must 
work to avoid, because if we don’t put an end to it, as Gates 
points out, it will only get worse, making the dreams we have 
to improve schools – bold experiments, measuring teacher 
effectiveness, providing incentives for excellence – impossible 
to achieve.
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We don’t have to look far to see just how bad it will be. The 
slide below shows the impact of health care starving other spend-
ing at the state level.

Figure 2: Health Policy Commission, “List of Figures in 2013 Cost Trends Report by the Health Policy 
Commission.”19

If you look at the above items that have been cut, they are 
the ones that drive health outcomes more than clinical care.20 The 
result? For the first time in our country’s history, lifespan has flat-
tened.21 Just as bad, the quality of life has suffered. Ten years ago, 
I can’t remember seeing one of those mobility scooters and now 
they are everywhere.

A Local Case Study
ProPublica’s Marshall Allen recently exposed how New Jersey’s 

health plan for school employees pays out-of-network providers 
virtually whatever they want. Dozens of acupuncturists and phys-
ical therapists earned more than $200,000 in 2018 from school staff 
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alone.22 One brought in $1 million. As one clinic put it, “We strategi-
cally target schools and municipalities where there are self-funded 
plans, where we as a company can continue to grow.” As outlined 
later, carriers administering teachers’ money are happy to enable 
“blank-check” claims processing to facilitate their own profits.

Kevin O’Sullivan is a principal (non-CPA partner) in a 
national accounting firm who recently completed his tenure as a 
school board member in a New Jersey town, and he explains the 
implications for teachers, kids, and citizens. In the 15 years since 
he moved to his community, his property taxes have doubled. 
Every dollar of increase has theoretically gone to fund education. 
Actually, it has all gone to feed health care’s waste.23

If our lifespans had increased 50%-100% during that time 
period, we might accept that trade-off. Obviously, that hasn’t hap-
pened. We are paying Cadillac prices for a Pinto health care system.

Worse, during this time period, we’ve seen more and more 
local programs cut back. Because property taxes can’t be raised 
more than 2% per year, health care is eating away at school pri-
orities and other municipal priorities such as infrastructure that 
provide us with clean air, clean water, and more.

As O’Sullivan explains in a letter to the editor of a local 
paper, the impact on taxes is obvious:24

“Let’s extrapolate the expense drivers in the budget. If sala-
ries go up 2% per year, at $750,000, and health care goes up 15% 
each year, call it $1.5 million, we are looking at an increase of 
$2.25 million per year, every year.

“If we can only raise taxes $1.1 million, we need to cut $1.15 
million each year. The takeaway here is that health care expenses 
alone are going up faster than we can raise taxes.

“This is not opinion. It is fact.
“In 2009, the premium for a family plan was $13,200. This 

year (2014), it will cost $28,000. That is a 112% increase over five 
years.

“It has taken up $4 million more in expense [in] our budget. 
This $4 million obligation now threatens even the continuation 
of existing programs for our students and hampers the ability to 
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invest in new programs. We are paying more taxes and getting 
fewer services. This is not sustainable.”

Teacher Unions Must Step Around to the 
Other Side of the Table

Nothing jeopardizes school funding and teacher salaries 
more than health care costs; anyone with a primary school 
education can see that health care’s hyperinflation “tax” is 
starving our retirement savings and gutting education.25 The 
old models of school boards and teacher unions duking it out 
have failed, but both parties share a common interest in want-
ing the best education for our kids while fairly compensating 
our beloved teachers. Clearly, the boards and unions should 
join in common cause to do a reset on the health care status 
quo in their communities.

A district typically pays approximately $20,000 per staff 
member for health benefits, factoring in dependents. This buying 
power is enough in and of itself, but it is feasible for districts to 
join forces with other large public and private sector employers 
in their community to command even more.

Figure 3: “The Health Rosetta.”26
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Fortunately, all of the structural models necessary to fix 
health care have already been invented, deployed, proven, and 
modestly replicated. Few have brought them together in one 
place like we’ve done with the Health Rosetta framework (see 
below), but when it happens the results are breathtaking, open-
ing the door to a new era of economic development.

Key Takeaways and Things to Think About:
• The health care system itself has become the greatest 

immediate threat to our freedom to pursue health and the 
American Dream.

• Health care has redistributed virtually all salary increases 
from employees to an underperforming health care sys-
tem over the last 20 years, creating an economic depres-
sion for the working and middle class.

• Health care is choking funding for public health, educa-
tion, public infrastructure, and social services.

• Transforming health care requires re-doing health insur-
ance to support the health care system we want, not the 
one we’ve got. This doesn’t mean health insurance is a 
bad thing. It means health insurance as we have known it 
has created a multitude of perverse incentives that harm 
both patients and clinicians.

Additional Background and Resources:
• What You Don’t Know About the Pressures and Con-

straints Facing Insurance Executives Costs You Dearly 
[https://bit.ly/2NfQnwp]

• 7 Tricks used to redistribute money from your organiza-
tion to the healthcare industry [https://bit. ly/30JWIYN]

• PPO Networks Deliver Value – And Other Flawed 
Assumptions That Crush Your Budget [https://bit. 
ly/2Y7Jh3i]
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CHAPTER 3

ECONOMIC DEVELOPMENT 3.0: 
COMMUNITIES TAKE CENTER 

STAGE
l

In his book The Coming Jobs War, Jim Clifton, Chairman of Gal-
lup, makes a strong case that the United States is already in 

World War III. Unlike the previous wars, which dictated which 
countries would lead the world in prosperity as a function of 
property, the current war will dictate which communities will 
prosper by winning the lion’s share of jobs. Civic leaders can and 
should seize this opportunity to reinvent their communities and 
build infrastructure.

The wisest leaders will shift how their communities think 
about economic development. It turns out that having a high-
value health ecosystem is likely to be of greater benefit than a 
tax break. Conversely, communities with expensive health care 
have what amounts to a large health care tax, which will push 
businesses away or, at a minimum, impair their bottom line and 
the well-being of their workforce.

The Post-Copernican View
Economic Development 1.0 was largely a function of geog-

raphy: successful towns emerged near ocean and river ports or 
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along transportation routes and capitalized on the need to shift 
goods and people efficiently.

Economic Development 2.0 has been largely a function of 
marketing: communities throw tax breaks at corporations to 
attract or retain them without always considering the long-term 
effects. For example, building hospitals was perceived as an eco-
nomic driver despite considerable evidence that adding capacity 
is an economic drainer after the “caffeine hit” of initial construc-
tion. This pre-Copernican view of health care puts hospitals and 
medical technology at the center of the health universe. The 
post-Copernican view puts individual and community well-be-
ing at the center of a properly functioning health ecosystem.

Unfortunately, Italy learned the hard way. The New England 
Journal of Medicine highlighted a study on the hazards of having 
hospitals rather than homes and community-based clinics as the 
front-line of a battle against a pandemic. The report stated “[H]
ospitals might be the main COVID-19 carriers, as they are rapidly 
populated by infected patients, facilitating transmission to unin-
fected patients.27 Pandemic solutions are required for the entire 
population, not only for hospitals.” Just as centralized military 
communication systems were vulnerable to nuclear attacks (and 
thus the Internet was developed to maintain communication 
even if there was a nuclear hit), an outdated “mainframe” model 
of health care delivery left many countries more vulnerable. Cen-
tering on hospitals, rather than care at home, public health and 
primary care was a key contributor to outbreaks worsening.

Economic Development 3.0 recognizes that all the tax breaks 
in the world are dwarfed by whether a community has a high-
value or low-value health ecosystem. After payroll, health ben-
efits are often the largest cost for most employers in both the 
public and private sectors. Just as manufacturers shift production 
to low-cost manufacturing centers, employers will be attracted 
to high-value health communities. For instance, IBM is making 
decisions on where to locate new technology centers based on the 
health care value equation. Such decisions represent thousands 
of jobs for communities vying for growth opportunities.
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Figure 4: 2014 Continues a 35-Year Trend of Broad-Based Wage Stagnation.28

Figure 5: Per capita spending for IBM employees 2001, 2009 with projection for 2019.29
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Figure 6: Per capita spending and longevity by country, 1975 to 2005, by locale.

As we have seen, employers foot most of the health care tab30 

and are starting to flex their muscles. Thus, IBM shifted from 
thinking about health benefits as a soft benefit to seeing them 
as a major supply chain input that will impact its profitability. 
The company decided where to locate 4,000 new hires based on 
their analysis of where they would receive the best value from 
their health care expenditure. After looking at the graph above, 
it’s easy to understand why they picked Dubuque, Iowa.

Given the wide cost differentials, CFOs and CEOs are failing 
in their fiduciary responsibility if they do not move to modern 
health care delivery models that are proven to save money while 
maintaining or improving health outcomes and patient satisfac-
tion. This is a scary prospect for communities that have high-cost 
health care with average outcomes.

Winston Churchill was quoted as saying, “Healthy citizens 
are the greatest asset any country can have.” It stands to reason 
that we should measure that asset. One could imagine a Commu-
nity Well-Being Balance Sheet as a leading economic indicator of 
prosperity. On the asset side of the ledger would be things like 
clean air, clean water, the number of high school/college gradu-
ates, community centers, and so on. On the liability side would 
be things like a Superfund site or outstanding hospital bonds.
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We could also imagine something like a Gross Community 
Product: the collective revenues generated by local businesses 
subtracting out health care spending as a measure of people 
who are not able to contribute to community well-being. For-
ward-looking economists are developing new economic indica-
tors to better reflect the health of communities.

Taxation without Representation
Jeff Brenner, MD, founder and long-time executive direc-

tor of the Camden Coalition of Healthcare Providers, currently 
senior vice president of Integrated Health and Social Services at 
UnitedHealthcare Community & State, and a 2013 MacArthur 
Genius Grant recipient, spoke about health care as a tax on a 
community31 that the residents didn’t get to vote on – a tax that 
negatively affects a community’s competitiveness. He points to 
a “giant hospital bond market” that brought too many hospital 
beds online. An empty hospital bed, says Brenner, is the most 
dangerous thing in America.

“In the center of New Jersey ... a couple years ago, they built 
two ... $1 billion hospitals, 10 miles apart, very close to Princeton. 
One is called Capital Health, and the other is Princeton Medical 
Center. I don’t remember anyone in New Jersey voting to build 
two brand-new hospitals. But we are all going to be paying for 
that the rest of our lives. We’ll pay for it in increased rates for 
health insurance. And, boy, you better worry if you go to one of 
those emergency rooms, because the chances of being admitted 
to the hospital when there are empty beds upstairs ... are ... much, 
much higher than when all the beds are full – whether there’s 
medical necessity or you need it or not. I’d be very worried if 
you live in Princeton that there are now two $1 billion hospitals 
waiting to be filled by you.”

Every health system CEO I’ve spoken with agrees with 
health policy expert Paul Keckley, Ph.D., that there is at least a 
40% over-capacity of hospital beds,32 yet some communities are 
still building.
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A recent Harvard School of Public Health study of 195 hos-
pital closings found that the closures had no discernible impact 
on outcomes.33 In fact, in countries that have shifted from a “sick 
care” model to a model that is focused on health and well-being, 
more than half of hospital beds were no longer needed. This is 
something to celebrate. While we must be mindful of short-term 
impacts on individuals working in these facilities, there are higher 
and better uses for most  of these people (e.g., health coaches and 
investments in health-enhancing infrastructure).

Even though many health systems are tax-exempt nonprof-
its, perverse incentives have created a dynamic where revenue 
growth has become a central objective. In reality, tax-exempt non-
profits make up 70% of the most profitable hospitals,34 perhaps 
because their boards are typically made up of business leaders 
who reflexively view revenue growth as the goal when it should 
be community well-being and addressing major issues such as the 
opioid crisis. Hospital executives also realize it’s easier to justify 
enormous compensation packages if their institution is generating 
massive revenue increases every year. As Axios reported, “Large 
not-for-profit hospital systems now resemble and act like Fortune 
500 companies instead of the charities they were often built as. 
They consequently hold immense financial and political power.”35

In contrast, forward-looking nonprofits focus on longterm 
economic sustainability and their mission to serve as stewards 
of community health. With all the changes in health care, it’s just 
a matter of time before more enlightened boards fundamentally 
rethink their mission to emphasize the 80% of nonclinical factors 
that contribute to health and well-being.

Closing a Hospital Opens Other Doors
One of the most respected health care leaders in the coun-

try, David Feinberg, MD, formerly the CEO of the renowned 
Geisinger Health System, believed his “job ultimately is to close 
every one of our hospitals,” in order to take care of individuals at 
home, work, and school.
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Figure 7: Herman, Bob, “Hospitals Are Making a Fortune on Wall Street.”

As overcapacity gives way to hospitals optimized for the 
health of communities, those communities will realize a bonus: 
hospitals are often in locations with high real estate values. 
According to David Friend, chief transformation officer at the 
consulting firm BDO in Boston, “A hospital could be worth more 
dead than alive.”36 Hospitals are often in city centers with great 
access to transit. Wide hallways, thick walls, and high ceilings 
make them easy to convert to housing. Communities have repur-
posed hospitals to a wide variety of uses, from low-income senior 
housing to health and wellness centers to office space.37

Being alarmed by a hospital closing is understandable. 
However, experience shows that this can open great opportuni-
ties while rarely affecting health outcomes. Naturally, ensuring 
sufficient ER/ICU capacity should be viewed as an investment in 
public health versus a profit or referral center. An analogy from 
military bases is enlightening: the closing of Philadelphia’s naval 
shipyard was bitterly fought, yet now the repurposed naval yard 
is the most dynamic development in Philadelphia.38
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Rethinking Economic Development
Here are some examples of how forward-looking civic lead-

ers are embracing Economic Development 3.0:

• Freeing up financial resources formerly dedicated to 
unnecessary and harmful clinical procedures allowed 
Rosen Hotels & Resorts to invest heavily in its community; 
the result was a reduction in crime of 67% and a doubling 
of high school graduation rates. The Rosen case study 
outlines how a single private employer pulled this off, but 
any employer – public or private, large or small, corporate 
or government – can do the same. In New Jersey, public 
and private unions joined with a Democratic Party-domi-
nated legislature and then-governor Chris Christie to find 
common ground around improving health benefits to 
lower health care costs.

• Communities have found that “Shop Local” programs 
lead to more dollars circulating in the local economy. 
Health care is a fundamentally local interaction, yet the 
value creators (nurses and doctors) receive $0.27 of every 
dollar spent, with a much larger percentage going to 
bloated administration or overhead, fraud, waste, and 
abuse that robs communities. Municipalities as employers 
and trendsetters are increasingly contracting directly for 
health services in order to keep money in the community. 
For example, directly contracting with locally owned sur-
gery and imaging centers39 rather than with health system 
chains owned by outof-towners is increasingly common. 
The potential to recirculate dollars with locally owned 
health care provider organizations is enormous.

• Mayors and economic development directors are catalyz-
ing locally controlled health insurance pools referred to as 
“captives,” where multiple organizations pool risk. Think 
of it as the health insurance equivalent of the Green Bay 
Packers, which is owned by a community with local con-
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trol but can tap into national-scale contracts, reinsurance, 
and technology.

• As large employers themselves, municipalities are getting 
much smarter about how they purchase health benefits, 
using the components outlined in the Health Rosetta blue-
print. With respected organizations such as PwC acknowl-
edging that more than half of health care spending is waste, it 
is logical that financially strapped municipalities are rethink-
ing their approach, as Kirkland, Washington, and Milwau-
kee, WI have demonstrated. (See case studies in Chapter 11.)

• The historically adversarial relationship between school 
boards and teacher unions has hurt communities through-
out the country. Proactive city leaders recognize healthy 
schools are one of the most important factors in attracting 
and retaining citizens. In an announcement about a new 
teachers’ union agreement in a school district that cov-
ers one of the wealthiest areas of the country, one major 
accomplishment cited was that “teachers will see pro-
tection from rising health care costs,” largely as a result 
of school district concessions. While this is laudable, the 
smartest districts and unions are realizing they’re on the 
same side when it comes to health care costs and can col-
laborate to slay the health-care-cost beast, as they did in 
Pittsburgh. (See the Pittsburgh case study in the back of 
the book for more).

Sooner rather than later, we can expect other developments 
along the same 3.0 spectrum. Cities will incorporate true health 
needs into master planning and review building permit appli-
cations with a deep understanding that health care is a sup-
ply-driven market. The more supply there is, the more demand 
will increase with little regard for value and community well-be-
ing. Approving more health care build-out virtually guarantees a 
massive burden on local citizens. Just as some communities have 
zoning to limit big box retailers, one can imagine zoning that rec-
ognizes the drain more big box hospitals can put on a community.
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Forward-looking city attorneys and state attorneys general 
will challenge the noncompete agreements that doctors have 
signed as being against the public interest. In particular, primary 
care physicians (PCPs) are foundational to a more effective health 
system. Though they were ostensibly money losers in the waning 
fee-for-service industry, PCPs can refer more than $8 million per 
year in revenue to the rest of a health care system. As a result, 
health systems have gobbled them up to protect their flank and 
create captive referral channels, insisting on anti-competitive 
deals that harm a well-functioning health ecosystem.

Key Takeaways and Things to Think About:
• Economic Development 3.0 recognizes that all the tax 

breaks in the world are dwarfed by whether a community 
has a high-value or low-value health ecosystem.

• Closing a hospital can open doors to myriad economic 
benefits to a community. Transforming hospitals and 
hospital beds to higher and better purposes is a sign of 
progress.

• “Shop Local” applied to health care provides an unprece-
dented economic stimulus opportunity.
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CHAPTER 4

HEALTH CARE IS STEALING 
MILLENNIALS’ FUTURE, BUT 

THEY WILL TAKE IT BACK
l

If we can’t slay the health care beast, millennials will see their 
future stolen from them. As the largest generation in history 

and now the largest chunk of the workforce (see Figure 8), they 
will make their presence felt.

Figure 8: Richard Fry, “Millennials Surpass Gen Xers as the Largest Generation in 
U.S. Labor Force,” Pew Research Center, (July 4, 2016).40

Whether through government favoring the largest special 
interest groups (e.g., hospitals, pharmaceutical companies, and 
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insurance companies) rather than the people or through self-in-
flicted mistakes (e.g., the HMO “gatekeeper” and denial of care 
debacle), health care has been remarkably resistant to forces try-
ing to disrupt it for decades – forces that have driven change in 
virtually every other sector from financial services to retail to 
travel. Millennials will bring this disruption to health care.

Becky and Her Biggest Expense
An influential book I read is David Goldhill’s Catastrophic 

Care: Why Everything We Think We Know about Health Care Is Wrong. 
Goldhill is co-founder and CEO of Sesame, an online marketplace 
for discounted health services serving uninsured patients and 
other direct-pay customers, and chair of the board of directors 
of the Leapfrog Group, an independent national employer-spon-
sored organization focused on hospital and medical safety. But in 
2009, he was CEO of The Game Show Network when he lost his 
father to a hospital-acquired infection, complicated by numerous 
errors. This experience caused him to bring his financial acumen 
to bear on health care instead. 

If he didn’t break it down with well-sourced figures, Gold-
hill’s conclusions would be unbelievable. Who could imagine 
that during their adult lives, one out of every two dollars earned 
by millennials will go to a health care system that is the polar 
opposite of what they want and value? If, that is, the current tra-
jectory is not altered. Keep in mind that while well over 80% of 
health-related spending goes to the “sick care” system, which 
only drives 20% of health outcomes.

Figure 9 tells a terrifying story, but more shocking is how 
conservative the assumptions behind the numbers are. The nar-
rative of Becky that follows is drawn from Goldhill’s book.
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Share of Lifetime Earnings of a Millennial That Will 
Go to Health Care Unless We Change Course

Figure 9: Numbers come from Goldhill’s book and are over the course of a millennial’s lifetime.41
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Let’s give this millennial a name, Becky, and make a few assumptions 
about her life. We’ll say she gets married at 30 and has two children. 
She works until she’s 65 and dies at 80. We will also assume her income 
grows every year by 4%, so that at retirement she is earning $180,000 
a year. To simplify the analysis, we’ll have Becky’s husband leave her 
to join an ashram when he turns 65, so she’s only responsible for her 
own Medicare premiums. Let us also give Becky a stroke of good for-
tune and say that she and her dependents stay healthy, with no major 
health crisis requiring large out-of-pocket expenditures.

Now, allow me to make a truly crazy assumption just for the sake 
of argument. Let’s assume that health care costs grow at only 2% a 
year – half of Becky’s income growth. This hasn’t been true for 45 
years, but we can always hope. Given all those factors, how much 
do you think Becky will contribute to the health care system for 
herself and her dependents over her lifetime? I’ll give you a hint: 
Becky will earn $3.85 million over her career. The answer is $1.9 
million! If she has a working spouse, the two will contribute $2.5 
million into this system over their lifetimes.

How has this happened? Remember that Becky is almost certainly 
unaware of how many ways she is paying into the health care sys-
tem, even though she’ll probably put more into that system than 
she spends on anything else over her entire life.

This projection takes on added urgency when you consider 
that obesity rates have  tripled  among  young adults in the past 
three decades, from 8% in 1971-1974 to 24% in 2005-2006, thanks 
to the diet of what Michael Pollan calls “food-like substances” 
that their boomer parents fed them.42 This is causing millenni-
als to engage more broadly in the health care system much ear-
lier than previous generations. As Figure 10 shows, only 20% 
of health outcomes are the result of clinical care. The areas that 
represent the other 80% are a good place to start to understand 
where millennials will likely take our health care system. 

Finally, the jig is up. A do-it-yourself health reform movement 
is rising – and not a  moment too soon. Solutions are coming from 
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the edges: from forward-looking employers, innovative towns, 
fed-up physicians, and, especially, from millennials wising up. 
Ask any venture capitalist whom they study to get insight into the 
future, and they’ll give you a clear answer – millennials.

Figure 10: In the future, the health ecosystem will focus on the true drivers of outcomes, of which clinical 
care is only 20%.43
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Millennials to the Rescue
Millennials, people 24-39 in 2020,44 have driven society-wide 

change in many areas. Their early adoption of technology made 
smartphones, social media, and services such as Uber pervasive 
across all generations. That row of empty storefronts in your 
town? That’s the power of millennials.

Financial services are a good example of millennials steer-
ing the market away from today’s market leaders.45 Wellknown 
brand strategist Adam Hanft, author of The Stunning Evolution of 
Millennials: They’ve Become the Ben Franklin Generation, could have 
been talking about health care when he wrote:

“[Millennials’] faith in technology is understandable. Algo-
rithms don’t act in their own self-interest. Algorithms weren’t 
responsible for dreaming up subprime loans and nearly bringing 
down the financial system. Millennials didn’t trust authority and 
conventional sources of wisdom before the meltdown. Imagine 
now. Wealthfront argues that millennials: ‘... have been nickel-
and-dimed through a wide variety of services, and they value 
simple, transparent, lowcost services.’”46

“Millennials have also driven the growth of Wealthfront, an 
alternative to traditional financial advisers who frequently steer 
clients toward their own firm’s financial products. In contrast, 
Wealthfront has mimicked, in algorithmic form, the portfolio 
investment strategies of the most sophisticated wealth manag-
ers (e.g., rebalancing portfolios, tax-loss harvesting), traditionally 
available only to very high net worth individuals.”

Hanft goes on to offer a word of warning to the finan-
cial industry that could just as easily be applied to the health 
care industry: “The giants of financial service haven’t seen the 
[volcanic] shifts that travel, media, entertainment and home 
thermostats have. They will. Depending on who you are, the 
Ben Franklin generation is composed of 80 million Benedict 
Arnolds.” Industry giants may want to ignore this trend, but 
millennials are the canary in the coal mine because the fact is 
everyone wants these features. As Danny Chrichton, a venture 
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capitalist investor at CRV – and a millennial – has said, “Con-
sumers want to be able to manage their finances from their 
phones and tablets while limiting their visits to bank branches 
and bank tellers. Plus, everyone hates bank fees, particularly 
their complexity and lack of transparency. The difference is that 
millennials are willing to shop elsewhere, because we are sim-
ply not going to accept that these are the only products on the 
market.”47

Another example of millennials forcing change is the news-
paper industry. Millennials ignored newspapers as a source of 
news but also as the de facto place to buy/sell items. (Craigslist 
anyone?) Undermining classified ads, which were roughly half 
of newspaper profits, made newspapers a demonstrably worse 
product. Those profits previously supported the reporting that 
has declined sharply over the last 10 years. Many papers have 
even had to eliminate editions on some days, further accelerating 
the trend.

Health Care Priorities: Cost and Convenience
The health-system parallels to newspaper classified ads are 

profit centers such as cardiac catheterization labs – sometimes 
nicknamed “cash labs,” as they are also centers of overuse. Car-
diac catheterization led to the development of wonderful inter-
ventions – angioplasty, coronary artery bypass grafts, stents – that 
revolutionized cardiology in the 20th century. Without question, 
this saved lives. But the fact that these procedures are grossly 
overused is no longer in question either.

Overuse in health care is not simply a matter of wasted 
resources, money, and time. It exposes patients to terrible harm – 
often including death. Here’s what happened to one 52-year-old 
woman who came into an ER with chest pain after starting a new 
exercise regime. Shannon Brownlee, senior vice president of the 
Lown Institute, described the situation at the Health Care Town 
Hall Meeting at the Frontier Cafe in Brunswick, Maine, on Nov. 
6, 2014:
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“The emergency doctor thought it was almost certainly a 
pulled muscle, but just to be sure he ordered a new and special 
CT scan of the heart. It showed a little something, as these scans 
so often do, and so just to be sure he sent her to the cath lab. 
There was nothing wrong with her heart until they perforated 
her aorta. They did an emergency bypass from which she recov-
ered; but then she had graft bypass rejection and she had to have 
her heart replaced. This is a person who came into the emergency 
room with a pulled muscle.”

Cath labs are no longer the sound investment they once 
were. Millennials, more than previous generations, want to know 
all the diagnostic and treatment possibilities when they’re sick 
or injured and are more likely to select lower-cost, less-invasive 
treatment options. This is also what most people of all genera-
tions want when given full information. Again, millennials are 
just the drivers.

Given their insistence on new ways of doing business on 
every front, it’s not surprising that millennials are avoiding the 
ill-designed norms in health care – for example, selecting a doc-
tor. It’s not that millennials aren’t loyal to their physicians when 
convenient, but they’re far more willing than boomers to “doc-
tor shop” until they are satisfied. They’re looking for same-day 
appointments, online scheduling, easy access to their medical 
records, and the option to text or email the doctor between visits, 
according to KQED’s Chrissy Farr.48

Most people who use ZocDoc – a website that helps individ-
uals schedule doctor’s visits, some of them on the weekends and 
in the evening – are millennials. And in addition to convenient 
scheduling, many ZocDoc doctors use convenient methods of 
communication, like text or email, to talk to patients.

Retail clinics, typically found in national pharmacy 
chains like Walgreens and CVS, are another innovation being 
embraced by cost and convenience-conscious millennials. The 
number of retail clinics in the United States grew from 200 to 
1,800 between 2006 and 2014, while visits grew sevenfold to 
1.5 million.49
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A PNC health care survey found that 34% of people ages 18 
to 34 prefer retail clinics – about double the rate of 17% for baby 
boomers and 15% for older seniors.50

New Benefits Choices for Smart 
Communities

Millennials may be more interested than their parents in get-
ting the most for their health care dollar, but nearly three in four 
of them are confused about their benefit options, according to a 
2016 Harris Poll. And almost half would rather clean out their 
email than research those options.51

Why is this important to you or your client’s company? 
Because that same survey shows that 76% of millennials say health 
care benefits strongly factor in their decision about where to work.52

Millennials are now the biggest portion of the workforce and 
will be 75% of it in 2025.53 The time has come for benefits brokers 
to fulfill their promise and guide their clients toward developing 
new benefits programs optimized for millennials.

For example, smart employers can shift their workforce to a 
higher-performing benefits package through tiers that introduce 
changes. Under this strategy, the old “get less, pay more” status 
quo package becomes “Tier 2.” The new benefits offering is “Tier 
1” and is the default package for new employees.

Freelancers now make up 35% of U.S. workers and collec-
tively earned $1 trillion in 2016.54 That translates to 55 million 
people. While these aren’t all millennials, the newly named CEO 
of the Amazon – Berkshire Hathaway – JP Morgan Chase health 
organization spoke to the imperative to fill this need. During an 
interview with PBS’s Judy Woodruff, Dr. Atul Gawande stated:55

“Tying how you get your health care to your place of employ-
ment is going to become less and less tenable as fewer and fewer 
people are getting coverage through employment. We miss this 
important statistic … Over the last 10 years (data was from 2005-
2015), 94% of net new job growth was in forms of employment 
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that had no health care benefits. It was alternative work forms. It 
was gig employment, independent contracting, temporary work-
ers. That’s the world my kids are now walking into. When they 
get their employment, they are most likely to be in that category.”

Gawande, of course, was speaking even before the COVID-19 
pandemic highlighted the perilous nature of health insurance tied 
to your employment.

As outlined in Chapter 2, forward-looking mayors are 
embracing the Economic Development 3.0 mindset. Increasingly, 
millennials are choosing where they want to work geographically, 
before they choose the specific company or job they’ll choose. 
Mayors, such as Lauren Poe of Gainesville, Florida, are actively 
working to make their communities more attractive by ensur-
ing there are great health benefits options that go beyond typical 
ACA plans, which leave many people are functionally uninsured 
at a time when the majority of U.S. households have less than 
$1,000 in savings. This is because, if you have a bronze or silver 
plan, the average deductible is $5,873 and $3,937 respectively.56 In 
other words, even while technically being insured, you are a bad 
stubbed toe away from financial ruin.

This is the millennials’ moment. They’re not alone, but they 
will suffer the devastating consequences of an out-of-control 
health care system more than anyone. When millennials rise to 
the occasion, I believe they will be remembered as the Greatest 
Generation of the 21st century.

I also believe in the enormous potential of community-driven 
change from the bottom up. Central governments have largely 
reached the limits of what they can achieve. Increasingly, com-
munity-level change is where the action is.

The good news is that slaying the health care cost beast is 
straightforward, as I explain in my TED Talk57 and as the case 
studies in the last chapter of this book demonstrate.

Paradoxically, the best way to slash  health  care  costs  is 
to improve health benefits. The effects are far-reaching, improv-
ing whole communities and working to solve one of the greatest 
public health crises of this century: the opioid crisis.
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Key Takeaways and Things to Think About:
• On the current path, millennials would become inden-

tured servants to the health care system, spending half to 
two-thirds of lifetime earnings on health care. Millennials 
will ensure that never happens – in the process driving 
tremendous change in health benefits unlike we have ever 
seen.

• We all ultimately desire what millennials desire, whether 
it’s smartphones, better food, social media, or better health 
care.

• As health care change will happen in phases, millennials 
are natural early adopters of greatly improved health care.
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CHAPTER 5

THE OPIOID CRISIS ISN’T AN 
ANOMALY

l

For 37 years, Tom L. Shupe, a senior manager at an Oklahoma 
manufacturer, has been on the frontlines of the challenges 

facing U.S. manufacturing. He’s full of insights, but the most 
surprising one is that he blames substance abuse – specifically 
opioids – for most of these challenges. “It’s all addiction issues,” 
says Shupe. He calls the opioid crisis, which is really an epidemic 
of addiction, “probably the biggest threat in manufacturing, 
period.”58

Here is something even more shocking: Employers are 
unwitting accomplices, enablers, as well as victims. From 1999 
to 2017, more than 477,000 people have died from an opioid 
overdose.59 Overwhelmingly, those suffering from opioid use 
disorders are working age people or their dependents. Through 
our health benefits, we have funded a self-inflicted wound that 
is emblematic of the even broader dysfunction pervasive in our 
health care system.

The COVID-19 pandemic has exacerbated the issue with 
overdose up 42% year or year.60

Let’s look at just one example. A major challenge of physi-
cally demanding, hourly jobs is that if you don’t work, you don’t 
get paid. Sixty percent of the workforce makes $20 per hour or 
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less61 – many of them paid hourly. When an injury occurs, the 
worker must choose between not working, and not getting paid, 
or continuing to work despite the pain.

Opioids start as a short-term fix, enabling the worker to stay 
on the job, but they also slow – and can even prevent – healing.

If the worker has the predisposition to addiction, a vicious 
escalating cycle takes off. Jordan Barbour, director of clinical oper-
ations, psychiatry, and addiction medicine at Geisinger Health, 
described the common progression from addiction to work issues 
to job loss to street drugs, incarceration, and Hepatitis C, all cost-
ing the family and community dearly.

Beyond the obvious human toll, there is a financial imperative 
to solve this crisis. Supporting early identification of addiction, 
along with access to effective treatment and relapse prevention, 
doesn’t just help the sick and suffering. It makes great economic 
sense.

Make no mistake; The opioid crisis is a complicated issue 
over 30 years in the making. But companies have played a major 
role in creating and sustaining the crisis. And a vanguard of 
employers are realizing that they have a major role to play in 
solving it, and that the solutions fall well beyond what the gov-
ernment alone can do.

In this, the epidemic is a microcosm and mirror of our failing 
health care system as a whole; ending it will move us meaning-
fully down the path toward solving the larger crisis.

NOTE: There is a growing trend that equates people suffering from 
chronic pain with people suffering from opioid addiction. In fact, 
there is an array of rare diseases, such as Ehlers–Danlos syndrome, 
where well-managed opioid regimens can be the appropriate course 
of treatment. We must be careful that the zeal to address opioid 
abuse doesn’t inflict unnecessary suffering on those with chronic 
pain. This is where having adequate time to treat patients as indi-
viduals is imperative; other countries manage to work with these 
long-term patients without triggering an opioid crisis.
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A Weight Around Employers’ Necks
Before delving into the antidotes, let’s take a quick look at 

the damage opioids are wreaking on the American economy in 
general and employers in particular.

Here’s a good starting point: Opioid overdoses – often in 
conjunction with other central nervous system depressant drugs 
like benzodiazepines or alcohol – are now the leading cause of 
death for working people under 50 years old, surpassing deaths 
from guns and car crashes.62

LinkedIn’s Work in Progress podcast looked at the negative 
impact of the opioid crisis on employers.63 There were a couple 
big takeaways:

• At a Congressional hearing focused on opioids and their 
economic consequences, Ohio Attorney General Mike 
DeWine estimated that 40% of job applicants in the state 
either failed or refused a drug test.64 The result: In certain 
places, solid middle-class jobs can’t be filled. In Congres-
sional testimony in July 2017, then Federal Reserve Chair 
Janet Yellen connected opioid use to a decline in the labor 
participation rate.

• The issue is amplifying labor shortages in industries like 
trucking, which has had difficulty for the last six years 
finding qualified workers. It’s also pushing employers to 
broaden their job searches, recruiting people from greater 
distances. The issue is not just workplace safety and pro-
ductivity, but whether workplaces need humans at all. 
Some manufacturers claim opioids are forcing them to 
automate faster.

Some may find drug testing intrusive, but many jobs – 
whether in manufacturing or other sectors such as transportation 
– pose potentially huge consequences from accidents. You may 
not recall that opioids were to blame for the Staten Island Ferry 
disaster that killed 11 and injured scores.65 A very big problem 
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for employers is “presenteeism,” where an employee performs 
sub-optimally, often as a result of impairing pain or medications, 
especially opioids. Unlike cocaine or heroin, where a confirma-
tory drug screen results in termination, a “legitimate” prescrip-
tion for oxycodone and Xanax is a much murkier problem.

The New York Times reported that when workers who strained 
their backs received higher doses of opioid painkillers than 
their coworkers in a similar predicament, they had a tendency 
to stay off the job three times longer.66 In addition, it reported 
that when insurer Accident Fund Holdings reviewed its claims, 
it found that “when medical care and disability payments are 
combined, the cost of a workplace injury is nine times higher 
when a strong narcotic like OxyContin is used … The sum of 
an employee’s medical expenses and lost wage payments – was 
about $13,000. But when a worker was prescribed a short-act-
ing painkiller like Percocet, that figure tripled to $39,000 and 
tripled again to $117,000 when a stronger, longer-acting opioid 
like OxyContin was prescribed.”

In that same article, Dr. Bernyce M. Peplowski, the medi-
cal director of the State Compensation Insurance Fund of Cali-
fornia, said that insurers’ policy of covering painkillers but not 
evidence-based physical therapy approaches “have created a 
monster.”

It’s Not Just Opioids
Cathryn Jakobson Ramin devoted an entire book (Crooked: 

Outwitting the Back Pain Industry and Getting on the Road to Recov-
ery) to how little evidence informs our back pain industry. And 
opioids aren’t the only class of medication that is being inap-
propriately prescribed. The depressant benzodiazepine – think 
Ativan, Klonopin, Valium, Xanax, and other such “benzos” – is 
as well.

In fact, prescriptions for these drugs – often used to combat 
anxiety, seizures, and insomnia – more than tripled from 1996 
to 2013. Worse, fatal overdoses increased more than four times 
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during the same time period.67 Considering that benzodiazepine 
is the go-to psychiatric medication68 and the No. 1 most-pre-
scribed U.S. medication, this isn’t all that surprising. Why they’re 
prescribed is puzzling though: there’s little evidence that they 
work, plus they aren’t supposed to be used for long periods of 
time.69

Recently, I was sharing with a neighbor of mine the mess we 
have created with opioids. She confided in me that she is depen-
dent on benzos. She is the CEO of a rapidly growing, young 
company and hit a tough spot a couple of years ago. Her doctor 
prescribed benzos to address her anxiety without giving her any 
idea of how addictive they can be nor what the plan was to wean 
her off. She is extremely angry and frustrated now, knowing how 
difficult it is to wean off. She can’t stop her life as a mother and 
business owner for 30 days or longer to wean herself off and feels 
trapped. A frequent statement you read is that withdrawals from 
benzos are worse than heroin. As one put it, “Benzos withdrawal 
can kill you.70 Heroin withdrawal just makes you wish you were 
dead.”

Sadly, the exploding benzos crisis demonstrates how the 
opioid crisis isn’t an anomaly. It is our health care system.

The Path Forward
While we must be smarter about treating those already 

afflicted with opioid addiction, we must also turn off the spigot 
to clean up the mess. The silver lining of the opioid crisis is that 
it shines a light on just how abysmally our health care system has 
been performing. True health starts at home and in our commu-
nities, not in hospitals or in pills.

At the end of Sam Quinones’s gripping book on the opioid 
crisis, Dreamland, he argues that the sustainable fix is “a commu-
nity that addresses social determinants of health like safe neigh-
borhoods, quality jobs, and a health care system that can treat 
those afflicted with opioid use disorders while preventing others 
from being drawn into the hell of addiction.” Employers using 
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the opioid crisis as a catalyst to change their approach to health 
care can do a great service by revitalizing the broader commu-
nity. By extension, a growing employer then has a better pool of 
prospective employees to draw on.

Put simply, employers who adopt Health Rosetta-type ben-
efits programs are far more likely to have much lower rates of 
employees and dependents suffering from opiate use disorders. 
Given that the opioid crisis isn’t an outlier situation but a micro-
cosm of a larger dysfunction, it’s clear how solving one of the 
largest public health crises in American history can serve as a cat-
alyst for dramatically improving our entire health care system.

Now, let’s look at the 12 drivers of the opioid crisis, under-
standing how this crisis came to be, and then how we can best 
solve it.

NOTE: The vast majority of doctors, even those who are salaried 
employees, have no financial incentive to get their patients hooked. 
They simply want their patients to get better and the wait time to be 
seen by a pain specialist can be weeks long. A chronic pain patient 
who no longer needs pills or experiences pain is the best marketing 
a doctor could ask for. Most doctors were trying to do the right 
thing based on what they knew about opioids at the time and what 
insurers would cover.

The antidotes listed below are focused on upstream pre-
vention. For those already suffering from opioid use disorders, 
it’s critical that health plans cover the best evidence-based treat-
ments. Today, that means medication-assisted therapy, although 
the field of study is evolving, so it is critical that plans reflect the 
latest developments.
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Table 2: Opioid Crisis Drivers and Antidotes
Opioid crisis 

driver
Background Proven employer 

antidotes
Undertreated 
pain leading to 
a 5th vital sign 
and increased 
prescribing

This concept was 
initially promoted by the 
American Pain Society 
to elevate awareness of 
pain treatment among 
health care professionals. 
The Veteran’s Health 
Administration made 
pain a 5th vital sign in 
1998, followed by their 
creation of the “Pain as 
the 5th Vital Sign Toolkit” 
in 2000. This made pain 
equal to things like blood 
pressure – a number 
to be managed with 
medications or lifestyle 
changes. In 2001, the Joint 
Commission established 
standards for pain 
assessment and treatment 
in response to the national 
outcry about widespread 
undertreatment, putting 
severe pressure on doctors 
and nurses to prescribe 
opioids.

Value-based primary care 
is critical to physicians 
understanding the issues 
behind a patient’s pain: 
With musculoskeletal 
(MSK) related costs 
accounting for 20% of 
health care spending, 
wise employers integrate 
physical therapy (PT) 
specialists into primary 
care, and workplace 
design and seek out 
organizations that use PT 
upfront in triage.

(Case Study: City of 
Milwaukee)

Appropriate use of 
drug testing and 
regular checks of state 
prescription drug 
monitoring reports can 
help identify a substance 
use disorder and start 
the process to wellness 
earlier.

(Case Study: Rosen Hotel & 
Resorts)
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer 

antidotes
Pharmaceutical 
industry sales and 
marketing blitz

Pharmaceutical companies 
capitalized on the other 
drivers listed here.

Through major marketing 
campaigns,71 they got 
physicians to prescribe 
opioid products such as 
OxyContin and Vicodin 
in high quantities – even 
though the evidence72 of 
their efficacy in treating 
chronic pain is very weak,73 

and the evidence that they 
cause harm in the long term 
is very strong.74 Perhaps 
no organizations had more 
ability to flag the growing 
crisis than pharmacy 
benefits managers and 
distributors, as they had the 
complete view of dramatic 
increases in opioid volume; 
instead, they let the crisis 
explode in severity.

Let’s face it, sales and 
marketing works.

Value-based primary 
care organizations 
ensure clinicians receive 
education on, and 
have in place, viable, 
quantifiable treatment 
options that maximize 
value and come from 
unbiased sources – and 
have time to explain to 
patients how nonopioid 
treatment options are 
more effective.

(Case Study: Langdale 
Industries)

In contrast to other 
countries, U.S. physicians 
stopped prescribing slow 
and low, one byproduct of 
which is huge amounts of 
opioids readily available 
in medicine cabinets for 
people suffering any level of 
pain – and for teenagers to 
abuse. Direct-to-consumer 
advertising also significantly 
increased patient requests 
for opioid prescriptions.75
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer 

antidotes
Opioids used for 
noncancer chronic 
pain (e.g., back 
pain)

Eighty percent of people 
will have lower back pain 
in their lifetime, making it 
one of the most common 
reasons for missing work.76 

Stress or inappropriate 
posture, a sedentary 
lifestyle, and poor 
workplace ergonomics can 
all lead to back, neck, and 
other kinds of MSK pain.

Progressive benefits 
programs weave non-
opioid options into both 
clinical and nonclinical 
settings. One example is 
PT for back pain.

Another is Rosen Hotel’s 
incorporating movement 
training and ergonomic 
adjustments into the 
workplace.

The American Academy 
of Neurology (AAN) told 
its members that the risks 
of opioids in the treatment 
of noncancer chronic pain 
patients far outweighed the 
benefits, yet the practice 
is widespread. The AAN 
observed that if physicians 
stopped using the drugs 
to treat conditions such as 
fibromyalgia, back pain, 
and headache, long-term 
exposure to opioids could 
decline by as much as 50%.

A well-informed health 
plan document should 
include policies spelling 
out certain steps to 
be taken before and 
after administration 
of opioids, placing a 
time limit on how long 
an employee can be 
authorized to take the 
medication.

(Case Study: Rosen Hotel & 
Resorts)
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer 

antidotes
Economic distress Drug, alcohol, and 

suicide mortality rates are 
higher in counties with 
more economic distress 
and a larger working 
class. Many counties 
with high mortality 
rates have also seen 
significant manufacturing 
employment losses over 
the past several decades.77 

For every 1% rise in 
unemployment, there’s 
a 4% rise in addiction 
and a 7% increase in 
emergency department 
visits.78 Remember, health 
care costs can consume as 
much as 50% of the total 
compensation package for 
people making less than 
$15 per hour,79 suppressing 
wages and holding back job 
growth.

The case study about 
Tulsa-based Enovation 
Controls shows how 
a manufacturer with a 
blue-collar workforce 
designed benefits that 
make smart decisions 
free (e.g., eliminating 
copays and deductibles 
when using high-value 
surgical hospitals) and 
bad decisions expensive 
(e.g., going to low-quality 
providers who have 
higher complication 
rates, poor outcomes, 
and overtreatment).

With poor plan design, 
more than half the 
workforce is one minor 
medical issue away from 
financial ruin. Wise plan 
design eliminates cost-
sharing for smart health 
care decisions.
Increasingly, employers 
such as Palmer Johnson 
Power Systems put more 
money in employees’ 
pockets by educating and 
engaging them in wise 
health care decisions.

(Case Study: Enovation 
Controls)
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer 

antidotes
Declining 
reimbursement that 
increases physician 
prescribing of 
opioids

Reimbursement for 
physicians in private 
practice continues to 
decline, despite an 
escalation of both operating 
costs and administrative 
burden. As patient volume 
increases to make up for 
lower payment, the average 
amount of time a provider 
can spend with the patient 
decreases, boosting the 
probability of the provider 
writing a prescription.80 

The pressures to increase 
volume make it incredibly 
challenging for most 
providers, who typically 
are not well versed in 
addiction medicine, to 
identify and effectively 
manage patients with 
chronic pain and 
potentially undiagnosed 
substance abuse.

In a value-based 
primary care model, 
patients have the proper 
amount of time with 
their doctor. An increase 
in patient interaction 
time shuts down 
some of the on-ramps 
to opioids, whether 
it’s inappropriate 
opioid prescribing 
or unnecessary and 
excessive surgeries that 
are typically followed by 
opioid prescriptions.
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer 

antidotes
Insurers’ refusal 
to cover validated 
treatments

Insurance companies’ 
refusal to cover 
scientifically validated 
approaches for pain 
management such as PT, 
cognitive behavior therapy, 
psychological support, 
or interventional pain 
procedures also contributed 
to this crisis. Mental health 
parity legislation forced 
insurers’ hands when it 
took effect in 2010, but PT 
and workplace redesign 
continue to be marginalized 
despite their proven effects.

Health Rosetta-type 
plans pay for evidence-
based services (e.g., 
cognitive behavioral 
therapy, PT, behavioral 
health services) delivered 
via telehealth, value-
based primary care, etc.

Even when a physician 
appeals to an insurance 
company to approve 
treatments that may help 
the patient, several months 
or even years can go by, 
especially in workers’ 
compensation cases.81 By 
then, the patient may be on 
escalating doses of opioids 
just to function as a result 
of increased tolerance. This 
results in more anxiety 
and depression and can 
often lead to financial 
devastation from loss of 
employment.
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer 

antidotes
Health-related 
state/local budget 
challenges that 
weaken community 
resilience

Governments can only raise 
taxes so much. We’ve seen 
how out-of-control health 
care costs have eaten away 
at the very items that make 
a community more resistant 
to public health challenges; 
every budget item that has 
been cut could help stem 
the opioid crisis.

One example is mental 
health funding, a 
particularly powerful 
antidote to the opioid crisis. 
At the local level, funding 
shortfalls are exacerbated 
as tax-exempt health 
systems are often among 
the largest property owners 
yet pay no taxes. And still 
America’s perverse health 
care incentives reinforce 
the misconception that 
building hospitals is a long-
term economic driver.

Examples abound in our 
case studies. On the East 
Coast, the Pittsburgh 
Schools’ case study 
shows how steering 
school district employees 
and dependents away 
from low-value (if high 
reputation) medical 
centers that squander 
dollars can translate into 
better teacher pay and 
smaller class sizes. The 
city of Milwaukee has 
avoided many budget 
struggles afflicting other 
large Midwestern cities 
by controlling health care 
costs.

On the West Coast, the 
city of Kirkland (WA) 
has also found that the 
best way to slash health 
care costs is to improve 
benefits.82 While many 
communities are pulling 
back on investments that 
drive health outcomes 
(e.g., walkability, safety, 
parks, clean air/water), 
Kirkland is able to 
maintain or increase 
these investments in 
community well-being.
(Case Studies: Pittsburgh 
Schools; City of Milwaukee)
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer 

antidotes
Mental disorders 
treated with 
opioids

According to a recent study, 
more than half of all opioid 
prescriptions in the United 
States annually go to adults 
with a mental illness who 
represent just 16% of the 
U.S. population.83

It’s important to note that 
depression and anxiety 
worsen pain and vice versa. 
Healthy and effective 
stress and life-coping skills, 
available through a value- 
based primary care model, 
can decrease the impact of 
this pain.

Evidence-based benefits 
plans ensure behavioral 
health is woven into 
primary care and isn’t an 
afterthought. A critical 
success factor is removing 
access barriers to  mental 
health professionals. 
Where there is sufficient 
employee concentration, 
behavioral health services 
should exist inside clinics. 
In other settings, it’s 
more practical to have the 
mental health specialist 
connected remotely, 
an approach that also 
overcomes the disparity 
in different locations’ 
access to mental health 
professionals.

Behavioral health issues are 
particularly shortchanged 
in the rushed, “drive-by” 
appointments that 
are all too common in 
volume-driven primary 
care. Since mental health 
issues underlie so many 
exacerbations of chronic 
diseases, it is part of the 
“magic” of a primary care 
setting that there is time 
to pick up on issues that 
may keep someone from 
complying with a care 
plan.
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer antidotes

Patient 
satisfaction scores 
influence on 
hospital income

Results from HCAHPS 
and Press Ganey 
patient satisfaction 
surveys, which directly 
impact hospital income 
further amped up the 
pressure. Administrators 
harangued nurses and 
doctors to make patients 
happy by giving them 
opioids. Data from 
approximately 52,000 
adults was assessed 
from 2000 to 2007 via 
the Medical Expenditure 
Panel Survey; a 26% 
increase in mortality rates 
was observed among 
those who were most 
satisfied.84

CMS announced it would 
remove pain management 
from its determination 
of hospital payments 
beginning in 2018, but 
that didn’t undo the 
damage that has been 
done.

Evidence is mixed on 
whether patient satisfaction 
correlates with improved 
outcomes or with greater 
inpatient use, higher overall 
health care and prescription 
drug expenditures, and 
increased mortality.85

Wise employers contract 
with health care 
organizations focused 
on other metrics – for 
example, the Net Promoter 
Score (NPS), a measure 
of customer likelihood to 
recommend a product or 
service and more likely 
aligned with holistic 
approaches focused on 
keeping people well. While 
NPS scoring alone won’t 
solve the problem, it’s 
frequently an indicator of 
an organization that puts 
the individual, rather than 
revenue optimization, at the 
center of their design.
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer 

antidotes
Patients looking for 
a quick fix

An unfortunate part 
of American culture 
is seeking quick fixes. 
Patients want a pill for 
instant pain relief and 
advertising has conditioned 
them to expect one. This 
tendency is exacerbated 
by doctors looking for 
a quick fix during their 
short appointments with 
patients. The reality is 
that most patients hear 
more from pharmaceutical 
companies (16-18 hours of 
pharma ads per year86) than 
from their doctor (typically 
under two hours per year).

With this “instant-fix” 
conditioning from players 
across the health care 
system, many patients 
aren’t willing to invest time 
in cognitive behavioral 
therapy, mindful 
meditation, or a regular 
program of PT/exercise.

Value-based primary care 
organizations recognize 
that pain rarely has quick 
fixes; there is usually 
some issue beneath the 
pain – stress, ergonomics, 
lifestyle – and doctors 
need sufficient time with 
patients to uncover it.

Volume-centric, fee-for-
service primary care 
exacerbates the pressure 
on doctors to deliver 
a quick fix. Employers 
such as IBM realize that 
investing in proper 
primary care that weaves 
in PT and mental health 
not only lowers costs, 
it also contributes to 
a high-performance 
workforce.

At the same time, we’ve 
forgotten that some pain 
is a good indicator of a 
problem to solve and 
shouldn’t be instantly 
numbed.
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer 

antidotes
Lack of access to 
specialists

In many rural areas, 
availability of PT 
and mental health 
treatment can be limited, 
and pain specialists 
trained in nonopioid 
pain management are 
shockingly rare.

Consequently, the only tool 
in the toolbox has been 
more pills.

As we will see, sending 
employees to centers 
of excellence and using 
telemedicine are two 
increasingly common 
ways savvy companies 
are overcoming this 
problem. From both 
a lack of specialist 
access and burdensome 
pricing perspectives, 
the Langdale case study 
shows how it can be 
done – and, in the case 
of travel, pay for itself 
many times over – in 
rural Georgia.
(Case Study: Langdale 
Industries)
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Table 2: Opioid Crisis Drivers and Antidotes (continued)
Opioid crisis 

driver
Background Proven employer 

antidotes
Criminal abuse of 
the system

In many places, doctors 
lacking ethics were easier 
to find than proper pain 
treatment. Initially, “pill 
mills” disguised as “pain 
clinics” gave legitimate 
pain doctors a bad name. 
Pharmacy benefits managers 
and pharmacies were more 
than willing to go along with 
the game, making billions in 
the process. The public and 
private sector purchasers 
prescribing databases by 
dropped the ball on this 
not having opiate in place 
to catch the bad actors. 
As prescription opioid 
availability tightened up, 
cheap black tar heroin filled 
the need for individuals 
suffering from addiction; 
people addicted to opioid 
medications are 40 times 
more likely to get addicted 
to heroin.87

This is mostly outside the 
domain of employers; 
however, effective 
approaches make 
employees less vulnerable 
to pursuing illegal drugs.

It’s impossible to truly fix something without first under-
standing what caused it to break. That’s why the chart juxtaposes 
drivers of the opioid crisis with its solutions, a pairing that we 
will use going forward to discuss more broadly how our current, 
catastrophic health care system came to be.
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Key Takeaways and Things to Think About:
• If industry practices aren’t reformed, the opioid crisis will 

be repeated. Already, the benzos crisis is at the level the 
opioid crisis was at 10 years ago. For example, the flow 
of money through the health insurance companies and 
pharmacy benefits managers is just as influential as drug 
maker payments to physicians; at least the latter are now 
transparently reported.

• Media and education are critical to destigmatizing those 
enslaved by opioid overuse disorders. If we stigmatized 
people receiving treatment for diabetes or heart disease, 
they would also avoid getting treatment.

• When primary care is badly undermined, it creates fertile 
ground for overprescribing drugs such as opioids. When 
primary care is trapped within volume-centric health 
systems designed to maximize fee-for-service revenue, it 
fuels non-evidence-based treatments such as opioids or 
surgeries for back pain.

• The dominant primary care model prevalent in the U.S. is 
designed to get you as quickly as possible to costly pro-
cedures and tests that favor health care system revenue 
rather than health outcomes.

• Pharmacy benefits managers (PBMs) design formularies 
to push brand drugs that cost 100 times more than equally 
effective generics and over-the-counter drugs, so they can 
optimize their bottom line.

• Complex medical situations are often misdiagnosed and 
addressed by health systems with inadequate experience 
and/or improper safety procedures, with severe health 
and financial consequences.

• Rebuilding primary care in communities is foundational 
to solving both the opioid crisis and the larger squander-
ing of economic resources by a wasteful health care sys-
tem that extracts dollars out of local economies.
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CHAPTER 6

SO, HOW DID WE GET HERE?
l

Why is health care so broken? Following the money is a good 
place to start. Our problems started with tax policy in the 

1940s. During WWII we had wage controls, but employer-paid 
benefits didn’t count as wages. To attract employees, employers 
started offering more and more health benefits without paying 
attention to what these benefits cost. This is our original sin. It 
could also be our fount of redemption.

Today, the tax break for employer-paid benefits is estimated 
at over $600 billion, making it the largest tax break in the tax code, 
the nation’s second largest entitlement after Medicare,88 and the 
primary wage suppression driver.

Over time, this practice sheltered us from the true cost of the 
care we buy, creating enormous dysfunction in what care we pay 
for and how we pay for it. We ended up focusing on a certain 
type of high-technology, acute medical care – which we finan-
cially reward far more than lower-level preventive and chronic 
care – without regard for the quality of the outcomes or value 
of the care. Because what difference does it make? Most of us 
get our care paid for by our employer or a government entity, 
which are just as ignorant about the true costs as we are. And 
here’s the kicker: Most physicians and hospitals don’t even know 
what it really costs to provide care because no one has held them 
accountable for such a long time.
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This has big consequences. Our system’s financial incen-
tives aren’t aligned with the outcomes we want, which most 
of us define as staying healthy in the first place and receiving 
high-quality care when we need it, while still being able to afford 
and live a satisfying life. Instead, over the decades, our health 
care system has made millions of small decisions to increase the 
quantity of procedures and pills provided, which increases reve-
nue, resulting in hyperinflated costs and, sometimes, devastating 
consequences such as the opioid crisis.

Figure 11: The Wall Street Journal, “Burden of Health-Care Costs Moves to the Middle Class.”90

It’s a sad equation: Poor financial incentives + we all want 
care + decades of small decisions = where we are today. The 
Kaiser Foundation found that “since Medicare passed, per 
capita [health care] spending has grown more than 50-fold. 
This far outstrips per capita spending on all other goods and 
services by at least 5 times.”89 The trend is only accelerating. 
Figure 11 is from the Wall Street Journal and shows that health 
care takes 25% more of middle-income household spending 
than in 2007.
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The Annual Benefits Kabuki Dance
Much of this dire situation is due to what benefits expert Craig 

Lack calls the annual kabuki dance of employers and health plans, 
which he described to me in a memorable conversation. Lack, CEO 
of the consulting firm ENERGI and coauthor of Think and Grow 
Rich Today, says employers have been led to believe the best they 
can hope for is merely a lessbad rate increase – even though there 
has been little to no increase in the underlying costs of medicine:

“Every year, CFOs ask their human resources (HR) team 
for a budget increase target. The overburdened and risk-averse 
nature of HR at most organizations is to preserve the status quo. 
The insurance companies know this and typically come in with 
an increase of 11%-14%; the insurance brokers know this and 
‘negotiate’ a less bad increase, staying below the CFO’s budget, 
and there you have it. Check the box, health care can be put to 
bed. See you next year. That’s what passes for health care risk 
management at far too many organizations.”

This system has continued because of two directives CEOs 
have long given HR: Keep people happy and don’t get us sued.

This may have made sense when health care benefits were 
a small percentage of the company’s budget, but decades of 
hyper-inflating costs have made it the second or third largest 
expense. Also, it is hard to make the argument that a company is 
keeping employees happy when health insurance has the lowest 
customer satisfaction of any industry and high-deductible plans 
have suddenly become the norm.

I’m regularly asked to speak to benefits consultancies, busi-
ness coalitions, trade associations, and public-sector organiza-
tions about how to tackle this situation. The overriding sentiment 
I find is that organization executives and benefits leaders have 
reached their breaking point financially and are no longer will-
ing to accept that every year they’re obligated to get less and pay 
more for health benefits. More than anything else, the recognition 
that their decisions have contributed to the worsening of the opi-
oid crisis is a wake-up call.
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David Contorno is a leading benefits consultant, and one of 
the reasons he is completely transformed his approach has been 
the impact he’s seen in his client base. In the last year, 22 people 
on the health plans of his clients died of opioid overdoses. All but 
two were dependents aged 17-25. There may be nothing more 
painful than losing a child. These tragedies are part of the rea-
son he’s become so passionate about advocating for Direct Pri-
mary Care (a model of primary care that removes unnecessary 
insurance bureaucracy to allow the PCP to spend more time with 
patients), since undermining primary care via insurance-centric, 
fee-for-service primary care has been so pervasive and has cre-
ated fertile ground for overprescribing opioids.

Health Care Costs Are Flat Despite  
What You Have Heard

I can hear you saying, “But health care prices always go up, 
don’t they?” They do if they go through a PPO or major insur-
ance carrier, but for the most part, negotiated cash or self-pay 
prices don’t, at least not consistently. Sometimes, they modestly 
increase, but more often, they stay the same – or even go down 
from year to year.

Note: For the purposes of this book, a “cash price” is what a pro-
vider charges an individual who is either paying directly, using a 
check or credit card, or is covered by an employer or union that pays 
immediately under a direct contract that bypasses the insurance 
claims processing process.

We know this thanks to research conducted by journalists 
at ClearHealthCosts.91 They surveyed care providers about their 
cash or self-pay prices for five years and in that time amassed 
data from 13 metro areas. They found that while some did reg-
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ularly raise their rates, the ones that did were usually already 
expensive providers, and for the most part, costs stayed flat 
across the board.

Just consider what they found in looking at MRI and ultra-
sound prices in New York City:
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ClearHealthCosts Research:

Lower-back MRI without contrast in New York City

Facility Code 2011 2012 2013 2017
Advanced Radiology 72148 $1,160 $1,160 $1,093 $0

Queens Radiology/ 
Olympic Open MRI

72148 $400 $450 $450 $0

Neighborhood 
Radiology

72148 X $150 $150 $150

Radiology of 
Westchester

72148 X X $450 $450

Middle Village 
Radiology

72148 $350 $450 $450 $500

New Rochelle 
Radiology

72148 X X $500 $500

Greater Waterbury 
Imaging Center

72148 X $185 $185 $375

Housatonic Valley 
Radiology Assoc.

72148 X X $816 $627

East River Medical 
Imaging

72148 $1,900 $1,900 $1,200 $1,900

Columbus Circle 
Imaging

72148 X X $1,200 $2,600

East Manhattan 
Diagnostic Imaging

72148 X X $1,200 $2,600

Union Square 
Diagnostic Imaging

72148 $800 $1,800 $1,200 $2,600

Advanced Radiology 72148 $1,064 $556 X X

Astoria Medical 
Imaging

72148 $450 $1,200 X X

Park Avenue 
Radiologists

72148 $1,000 $0 X X
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They also received information on the range of costs for certain 
procedures at Sutter Maternity and Surgery Center of Santa Cruz 
for Peninsula Coastal Region, which you will see are dependent 
on the patient’s insurance:

ClearHealthCosts Research: Knee 
arthroscopy

CPT Code Billed, Cash, or 
Self-Pay Price

Insurance Paid 
Amt.

Patient 
Responsibility

29881 $15,233.58 $2,681.36 $350
29881 $19,187.85 $3,795.20 $948.80
29881 $13,452.86 $9,080.77 $1,008.91
29881 $18,142.68 $13,607 $0

ClearHealthCosts Research: Repair initial 
inguinal hernia (No. 1 and No. 2)

CPT Code Billed, Cash, or 
Self-Pay Price

Insurance Paid 
Amt.

Patient 
Responsibility

36561 $13,950.29 $2,514.75 $641.52
36561 $15,680.49 $8,467.46 $940.83
36561 $15,948.16 $11,961.10 $0

CPT Code Billed, Cash, or 
Self-Pay Price

Insurance Paid 
Amt.

Patient 
Responsibility

49505 $22,183.85 $3,008.58 $767.50
49505 $17,011.54 $4,576 $1,144
49505 $18,193.78 $12,280.80 $1,364.53
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ClearHealthCosts Research:  
Carpal tunnel surgery

CPT Code Billed, Cash, or 
Self-Pay Price

Insurance Paid 
Amt.

Patient 
Responsibility

64721 $9,694.24 $1,953.47 $0
64721 $11,106.59 $3,174.30 $452.70
64721 $11,721.45 $3,501 $0
64721 $10,097.93 $7,079.25 $494.20

ClearHealthCosts Research: Cataract surgery 
with intraocular lens (IOL)

CPT Code Billed, Cash, or 
Self-Pay Price

Insurance Paid 
Amt.

Patient 
Responsibility

66984 $10,456.39 $2,473.63 $0
66984 $12,831.26 $2,473.63 $0
66984 $10,878.50 $2,473.63 $0
66984 $10,606.54 $4,328 $100
66984 $11,503.16 $8,024.07 $603.30

If you’re not surprised and shocked yet, get ready: insured 
individuals who ask for cash prices pay less than other insured 
individuals. ClearHealthCosts found that San Francisco’s Castro 
Valley Open MRI charges $475 cash for a lower-back MRI, but 
when one insured person went to get the same MRI at a different 
provider, and asked for the cash price, they paid $580 instead of 
$1,850. By comparison, another insured person went to get the 
same MRI from yet another provider, and what they paid was 
vastly different: The total bill was $5,667, their insurer paid $2,367, 
and they were left to pay $1,114.54. They paid all that when they 
could have gotten the same MRI for a fraction of the cost from a 
different provider.

It’s enough to make your head spin.
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However, the good news is that there are providers out there 
that are transparent with their prices, like Keith Smith, MD, from the 
Surgery Center of Oklahoma. When he spoke to ClearHealth-Costs, 
it had been nine years since he started publicizing his cash prices. 
He told them:

“I’ve only changed them four times. And in every case, I 
lowered them. So, I think I could make a compelling case that 
prices are actually falling.”

His prices are falling, but he’s still making money. He told 
ClearHealthCosts, “If we realize some efficiency in our practice 
that we’ve not seen before, then our inclination is to pass that 
savings along to the buyer and make ourselves even more com-
petitive in the market.”

He’s not the only one either – many providers are starting to 
follow in his footsteps, pushing us closer to the day when anyone 
can walk into a facility or physician’s office with a price and insist 
they step up and match it.

What’s Happening Behind the Scenes

Why isn’t this the norm yet? It boils down to three things. 
One is escalator clauses, which can be found in provider-insurer 
contracts and which stipulate that payment rates go up automat-
ically each year.

Then there’s the chargemaster, a long list of a hospital   or 
health care provider’s prices for various procedures/services. 
One hospital executive told ClearHealthCosts: “Bob in account-
ing made that list in the 1960s, and we just raise prices every year. 
But don’t tell anybody – we like them to think it’s because our 
cost of business keeps going up, and because of uncompensated 
care, and because of the burden of keeping an ER open 24-7, and 
because health care is just expensive.”

There are also a lot of people looking to cash in – hospital 
executive salaries have exploded.

As Smith told ClearHeathCosts, “There are a lot of people 
in corporate medicine who make a ton of money off the lack of 
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market-competitive pricing. And these people don’t want to give 
that game up.”

He also told them it’s a myth that insurance companies care 
about prices. “They really don’t. All they care about are charges, 
because they’re in the business of selling discounts. The higher the 
prices are to start with, the more money they make in dis-count-
ing those prices. So that’s part of the problem; a PPO will say that 
their discount saved an employer tens of thousands of dollars – 
from which they naturally take their cut.”

Criminal Fraud Is Much Bigger  
Than You Think

Most of us think of fraud in health care as the domain of a 
few bad doctors, similar to what exists in virtually any human 
enterprise. In reality, it adds up to a staggering $300 billion annu-
ally, roughly 10% of all health care spending.92 It is also remark-
ably straightforward to stop, but only if claims administrators 
– those actually able to stop it – make it happen. Yet, most lack 
the financial incentives to do so, making only basic after-the-fact 
attempts that are like trying to stop fraud with a musket in an era 
of unmanned drones.

More alarming is that significant fraudulent gains may go 
to foreign actors. The world’s cybercrime hotspots are all outside 
the United States, according to Time.93 Infoworld94 explained why 
hackers want your health care data: among other reasons, it has a 
much longer shelf life than other targets like credit cards, which 
become useless once a consumer gets a new card. Medical and 
insurance information has value for years. It’s bad enough that 
there is widespread fraud, but the fact that the money is leaving 
the U.S. economy makes it even more of an economic drain.

Stopping fraud would be like providing the American econ-
omy with an annual $300 billion economic stimulus. Over two-
plus years, that would be equivalent to the massive stimulus at the 
beginning of the 2008 financial crisis and COVID-19 pandemic.
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Health Insurance Carriers Are Acting Rationally

To understand criminal fraud, you need to understand two 
key drivers of insurance carrier economics:

1. Anything that drives health care spending upward, even 
paying fraudulent claims, economically benefits insur-
ance carriers and claims administrators.

2. The ACA’s Medical Loss Ratio cap requires that 80%-85% 
of premium dollars go to care, not marketing and over-
head. Because fraud prevention isn’t considered care, this 
reduces economic incentives to invest in it. Technology and 
other solutions that prevent fraud are just another expense 
that eats into this government-mandated margin cap.

Even if an employer is self-insured, there is a spillover effect 
because insurance carriers are generally motivated to invest in 
technologies and services that fuel revenue increases rather than 
reduce spending. In other words, there isn’t a strong enough 
motivation to root out waste and fraud.

It’s important to note how only-in-health-care dynamics 
open the door to large-scale fraud in the first place. “Pay and 
chase programs are like paying a napping guard extra money to 
chase” a criminal who just cleaned out the bank vault. Accord-
ing to private conversations with industry insiders, insurance 
companies acting as claims administrators are doing little to stop 
fraudulent claims. Instead, after allowing fraudulent claims to 
be paid with your money, they chase after the thieves, receiving 
30%-40% of what they recover.

The Data Problem

More fraud creates more upward premium pressure that 
benefits insurance carriers but takes from everyone else. The root 
of this is the U.S. health care system’s current claims methodol-
ogy, which is fraught with disconnects and a lack of transparency 
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and control among employers, patients, providers, and insurers. 
In contrast, the equally large and complex financial industry has 
been using preventive methodologies for decades, giving con-
sumers both security assurances and control over their credit, 
resulting in much lower credit card fraud rates – just 0.07% of 
total volume.95 This means the cost of health care fraud is 14,285% 
higher than credit card fraud.

Health care has generally avoided adopting similar pre-
vention measures, erroneously citing a billing and payment sys-
tem that is too complex for it to work. Instead, employers have 
resorted to a reactive and largely ineffective approach to recov-
ering money after claims have been paid. This pay and chase 
method delivers a dismal average return rate of only 2%-4% – 
enough to say something is being done, but a drop in the bucket 
compared to the full magnitude of the problem.96

When it comes to auditing claims to identify fraud, insur-
ance carriers have historically relied on sampling methodologies 
to determine whether the claims process is sufficiently secure. 
Health care claims reviews are done independently on a per-visit 
basis and are largely a paper-driven process. This allows fraud and 
waste to fall through the cracks because there is so much disparate 
data and no standard format for how it is analyzed and processed. 
Separately, the industry has pushed toward auto-adjudicating 
claims as quickly as possible, a good thing if not for the lack of 
correspondingly robust implementation of fraud (and waste and 
abuse) detection, and prevention technologies and processes. 

“The current claims process is predicated on rapid process-
ing of health care transactions with little real emphasis on the 
legitimacy and accuracy of the claims themselves,” states Scott 
Haas, senior vice president of USI Insurance Services. “The 
Department of Labor claim processing regulations emphasize the 
time frame in which claim payers must either pay or deny claims. 
The regulations assume payers are actually diligent in assessing 
whether or not the claims require any form of audit or scrutiny.”

Such antiquated processes, disparate data, and unintended 
regulatory consequences create a macro-situation ripe for subjec-
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tive interpretation of claims and claims data, often making the 
eventual reconciliation of plan coverage and payment too late. 
Frequently, this also leads to legitimate claims being denied erro-
neously, further adding to the frustration of everyone involved in 
the claims paying process. It’s a costly failure for everyone.

Connecting the Data Points

Fraud only becomes visible when you connect all the care 
participants and events. Here are two real-life examples I’ve seen:

• A woman undergoing multiple hysterectomies
• A man getting multiple circumcisions from different pro-

viders in a single week

Technically, these cases each meet all the basic claims review 
and adjudication criteria (e.g., all of the fields are filled out and 
don’t have text where numbers should be or vice versa). There-
fore, they pass the sufficiency test and the claims are paid. How-
ever, it’s obvious that both are fraud.

The problems that arise from not connecting the dots can be 
less obvious than multiple instances of once-in-a-lifetime proce-
dures. One example is a case where four doctors provided the 
same service to the same patient during the same procedure. 
When each provider’s claim is viewed independently, the claim 
meets sufficiency criteria and thus passes the paid claims review 
test. But the total amount they’re charging far exceeds the total 
allowable amount for the contract.

Big data and technologies such as those used for services like 
Visa Fraud Protection make it possible to identify, predict, and 
minimize fraud through advanced analytics for detecting fraud 
and validating claim accuracy and consistency.

Payment integrity technology is available that can analyze 
disparate claims data at the employer, patient, provider, and insur-
ance carrier levels simultaneously across all health care systems. 
Such technology-based systems can connect a patient’s behavior 
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with the relevant physician behavior. For example, a patient who 
has had a hysterectomy in the past and suddenly has pregnancy-re-
lated claims should be flagged. The financial services industry has 
used similar behavior patterns both at the retailer and consumer 
levels to identify purchases that do not fit the consumer’s normal 
behavior since the earliest days of credit cards.

Innovative payment integrity solutions break the reactive 
pay and chase approach and could nearly eliminate fraud, mak-
ing it unnecessary for employers to chase after already spent 
money. These types of solutions will play a critical role in reduc-
ing the exorbitant amounts of money lost to fraud and waste in 
the health care system every year.

Fraud and Abuse Enable the Opioid Crisis

In the area of pharmaceuticals, without immediate interven-
tion to break the pharmaceutical supply chain that travels from 
manufacturers to fraudulent prescriptions to pharmacy distri-
bution, it is impossible to estimate at this point, the losses the 
United States will endure in the years ahead.

Governments and large employers that self-insure typically 
contract with pharmacy benefits managers (PBMs) to manage 
enrollment of employees and reimbursements for their phar-
maceuticals, including opioids. PBMs are typically paid by the 
transaction or employee; it’s not their money, so it’s not their risk. 
They may strive to handle claims quickly and efficiently, but their 
defenses against fraud and abuse of prescription drugs are anti-
quated.

The shared responsibilities of the employer or government 
agency and the PBM create situations in which neither can see 
the whole picture. Criminals exploit this weakness, leading to a 
flood of prescription opioids on the street. The American insur-
ance system has allowed this distribution explosion to occur, 
doing little to nothing to halt its growth.

Of course, willfully fraudulent claims have captured the 
most attention and are a growing problem. A common example 
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is the individual who fills the same prescription, for the same 
phantom treatment, on the same day, at five different locations.

Generally, improper prescriptions come from two sources. One 
comes from fake prescriptions written by doctors for injuries that do 
not exist. The second is fraud from criminal organizations that use 
personal identities from breached databases to submit claims.

A Breach of Fiduciary Responsibility
If health care is the immediate cause of the economic depres-

sion of middle-class workers, the underlying cause is a breach of 
fiduciary duty by their employers. While there is a lot of atten-
tion paid to the Obamacare exchanges, they only represent about 
7% of the population. Understandably, Medicare and Medicaid 
get a lot of attention, but the fact is that employers collectively 
pick up the biggest portion of the health care tab and non-retir-
ees overwhelmingly get their health insurance through the work-
place. ERISA, which regulates both health and retirement plans, 
requires employers to act in their employees’ interest in provid-
ing these benefits. While employers are very good at doing this 
with retirement plans, they are seriously bad at doing this with 
health plans.

Could a simple rule clarification trigger a correction of the 
whole system?

From where I sit, it seems that all the Department of Labor 
(DOL) needs to do is state that health benefits dollars are considered 
the employees’ money – not the employer’s. That is, spending on 
health benefits should be held to the same fiduciary standards 
as retirement benefits, as the DOL states on their website.97 That 
would mean the widespread lack of transparency on fees and 
conflicts of interest would become a thing of the past.

Sean Schantzen, a former practicing securities attorney who 
is relatively new to health care, has pointed out that someone in 
financial services would land in jail or in civil court for breach of 
fiduciary duty for following what is standard operating proce-
dure in health care. For example, in the class action suit brought 
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by employees against Edison International, the petitioners 
alleged that Edison breached its fiduciary duties by offering par-
ticipants in the 401(k)-plan retail-share classes of mutual funds 
when lower-priced institutional-share classes were available. The 
employees won a unanimous verdict at the U.S. Supreme Court. 
By comparison, benefits brokers receive cash bonuses for keep-
ing 90% of their clients in disadvantageous arrangements with 
specific insurers.

In fairness to the Department of Labor, prior to high-deduct-
ible plans, it was easier to argue that health benefits spending 
was the “employer’s money.” But today, 51% of the workforce 
has a deductible of more than $1,000. With cost sharing and high 
deductibles, employees are typically paying approximately 30% 
of health benefits costs. So if we’re asking them – after taking 
money out of their paychecks and suppressing their wages to 
provide them with health benefits – to devote even more of their 
money to health care, we better make sure it’s worth it. Right 
now, that’s not at all the case.

Key Takeaways and Things to Think About:
• The health care system was built over the last 100+ years in 

response to random events ranging from wars to scientific 
breakthroughs, creating a tangled jumble of disconnected 
silos. A fresh reset from the ground up by some employ-
ers and governments is showing us the way toward the 
future.

• Eminence-based medicine (i.e., medicine based on tradi-
tion and whom one trained under), often free of evidence, 
gave way to evidence-enslaved medicine, turning med-
icine into a transaction. Medicine-as-machine has been 
punishing to both clinicians and patients alike.

• Despite almost no changes to the underlying costs of 
health care, there’s an annual ritual designed to create the 
perception that costs have increased. Although it is inac-
curate, the misperception is widely believed to be true.
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• Prices are flat in the real market – the direct contract and 
cash-based market – for the vast majority of health care 
costs.

• Costs haven’t changed for most inputs into health care. 
Prices aren’t correlated with underlying costs.

• If your health care costs have increased over the course of 
the last five years, there is a good chance you need a new 
advisor.

• Separate the annual benefits process from the benefits 
advisor decision by as much time as possible.

• Beware of brokers unwilling to align your financial inter-
ests with theirs. At the same time, value counts more than 
fees, so avoid being penny wise and pound foolish.

• Escalator and gag clauses create an opaque market where 
hospitals and insurance companies have a shared interest 
in prices going up irrespective of costs.

• Health care fraud is larger than entire industries such as 
advertising. Technology is available to solve most health 
care fraud, as has been accomplished in financial ser-
vices, but key players have disincentives to deploy the 
technology.

• With guards down, no industry experiences more cyber-
crime than health care. Most are using the equivalents of 
muskets in an era of unmanned drones.

• Lack of modern payment integrity software has been one 
of the enablers of the opioid crisis.
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CHAPTER 7

WHERE DO WE GO NEXT?
l

I believe the Health Rosetta – an ever-evolving collection of 
principles and best practices that many like-minded profes-

sional colleagues and I have put together is the way forward. It 
is a blueprint for sustainably reducing costs and improving care, 
built on real-life successes, not theory. It simplifies the path for 
civic leaders and benefits advisors to help employers achieve 
similar results.

Among the former, mayors are particularly well situated 
to lead their cities out of the opioid crisis. That’s because health 
doesn’t start at the hospital or with a pill. Health starts at home, 
which puts mayors and school superintendents/principals – 
who, along with other local leaders, are tackling society’s tough-
est challenges today – on the frontlines of the opioid crisis.

Consider how much cities and counties have paid to support 
things that have in some way contributed to or resulted from the 
opioid crisis: programs for opioid abuse prevention/treatment, 
low-performing health plans, overdose first responders, Narcan 
training, plus court and crime fees. It is no wonder that they have 
already filed hundreds of lawsuits against drug manufacturers to 
recover some of it.98

Cities are also seeking reimbursement for future costs, 
including some that historically have not been considered 
municipal services, such as rehabilitation for those with opioid 
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use disorders and counseling services for their families. They’re 
thinking about the children whose parents are either struggling 
with addiction or died of an overdose, children who may become 
the state’s responsibility. They’re thinking about the emotional 
impact this may have on emergency personnel and law enforce-
ment officers. They’re thinking about how addicted individuals 
will be unable to contribute to the local economy to the best of 
their ability, and how deceased individuals will contribute noth-
ing at all.

It may take these lawsuits years to be resolved, so wise 
civic leaders aren’t waiting around. Instead, they are turning the 
can-do spirit that is the hallmark of cities and towns to upstream 
preventive strategies. Since the opioid crisis is symptomatic of 
the larger health care dysfunction, the adage “A crisis is a terrible 
thing to waste” certainly applies.

Key Strategies for Civic Leaders
Beyond the horrifying human cost of the opioid crisis, the 

national financial cost is staggering, with the latest estimate 
being over $500 billion.99 While that figure is hard to get your 
arms around, it is easier for local leaders who can easily see the 
money extracted from their communities each year.

The potential for recapturing that lost economic benefit 
should be appealing for mayors. Of the $10,000 total per capita 
spent on health care annually, about $5,000 is being extracted 
from local economies. That’s $500 million in a city of 100,000 
people, reflecting fraud and what economists call “rent seeking” 
behavior (an extraction of value from others without making any 
contribution to productivity) common in PPO network and PBM 
pricing, among many other factors. Imagine if those dollars were 
recycled locally.

We often limit “shop local” thinking to retail and food, but it is 
just as applicable in health care. One could argue it’s even more so, 
as health care delivery is fundamentally about a local relationship 
between a clinician and patient. Here are four key strategies for 
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civic leaders to pursue to reverse the damage inflicted by under-
performing elements of the health care system.

Use Your Bully Pulpit

Virtually every employer in America, including public-sec-
tor entities, has funded the opioid crisis. After all, the vast major-
ity of those enslaved by opioid use disorders are working-age 
people or their dependents. Unlike past public health crises 
where a primarily government-led effort has been effective, the 
opioid crisis can’t be solved without employers fundamentally 
changing their approach to health benefits. Thus, mayors and 
other civic leaders must enlist the business leaders that employ 
the bulk of the community.

In many realms, the public sector has been a great sec-
ond-wave customer after an industry has proven the commercial 
market viability of a product or service. New and better build-
ing practices are an example; private developers were the early 
adopters of LEED-certified buildings, followed by many cities 
and states that today require new public-sector buildings to fol-
low LEED standards. Public-sector employers as market accel-
erators may be the biggest missed opportunity in health policy. 
A side benefit is that it can take health care policy debates from 
ideology-based to evidence-based at the local level, where ideo-
logical divides often break down.

In the third most-watched TED Talk ever, “How Great Lead-
ers Inspire Action,” Simon Sinek recommends that you “start 
with why,” that is, that you start by sharing the higher purpose 
of organizational change (more on this in the next chapter). It’s 
understandable that both employees and employers are skeptical 
of benefits changes: first, they have been conditioned for 20 years 
to accept paying more for less every year; second, they typically 
won’t understand that the best way to slash health care costs is 
to improve benefits. Explaining both the personal and broader 
community benefit is the path to transforming initial resistance 
to change. Civic leaders should share the Pittsburgh Schools 
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and the Rosen Hotels case studies (at the end of this book) with 
employers to demonstrate how not squandering health care dol-
lars translates into better benefits and greatly improved opportu-
nities for kids.

Stop Fraud

Fraud is so much more pervasive than most of us (including 
myself) have guessed. If your community is like others, up to 10% 
of your health care spending is leaving your community because 
of fraud.100 A modest investment in payment integrity technology 
and claims audits will quickly shed light on the magnitude of 
your local problem.

Address Substance Abuse

Wise employers realize that the costs of not addressing sub-
stance use disorders (SUD) are high. Seventy-five percent of 
adults with such disorders are in the workforce and the yearly 
economic impact may be more than $442 billion dollars. Work-
places bear a large portion of those costs through absenteeism, 
increased health care expenses, and lost productivity. When the 
substance being abused is pain medication, abusers cost employ-
ers more than three times the health care costs  of the average 
worker.101 According to the National Survey on Drug Use and 
Health, one of the main drivers of this financial burden is the fact 
that only 10% of those suffering receive any type of specialized 
treatment. Many things contribute to this treatment gap, includ-
ing lack of screening in the health care system, lack of access or 
ability to pay for care, and fear of shame or discrimination. In 
fact, a recent study indicated that 24% of those with this disease 
do not seek treatment because they do not want their friends, 
family, and co-workers to know about it.102

Employers are paying the price for untreated substance 
abuse in three areas: increased absenteeism/lower productivity, 
increased job turnover/retraining costs, and increased healthcare 
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utilization. To  quantify these costs, the nonprofit Shatterproof, 
the National Safety Council, and the independent social research 
organization NORC developed the Substance Use Cost Calcu-
lator; they found the costs range from $2,600 per employee in 
agriculture to more than $13,000 per employee in the communi-
cations sector.

Rebuild Primary Care in Your Community

Put simply, the opioid crisis can’t be solved without a rebuilt 
primary care system that gets rid of the fundamentally flawed 
fee-for-service model. There have been well-intentioned efforts 
to improve primary care. A Patient-Centered Medical Home 
(PCMH) is a common approach that has laudable elements. But 
already overburdened primary care doctors, who are spending 
an hour or two on bureaucracy for every hour of patient time, 
have understandably taken a “check the box” approach to PCMH 
in order to realize the modest bonus payment that rewards com-
pliance with new requirements. The sad fact is that the rise of the 
PCMH movement paralleled the rising opioid crisis. The point 
isn’t that the PCMH was the cause of the crisis but that putting 
wings on a car doesn’t make it an airplane.

Smart leaders realize that SUDs are a chronic condition, not 
unlike many other chronic conditions that are best addressed in a 
proper primary care setting. Primary care physicians (PCPs) can 
now be board certified in addiction treatment so they can bet-
ter serve their community’s needs. Compared with the financial 
and emotional ripple effect of an SUDs on families, employers, 
and communities, the cost to treat and manage the SUD is money 
well spent.103

When unburdened by insurance bureaucracy and vol-
ume-based fee-for-service payment models, primary care is the 
foundation of a properly functioning health care system. Full pri-
mary care, a relative rarity in the U.S. today, addresses three key 
areas:
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1. More than 90% of the issues that drive people into the 
health care system can be fully addressed when a primary 
care doctor has time to do more than order unnecessary 
prescriptions, referrals, and tests.

2. It’s estimated that 80% of health care spending is a 
byproduct of lifestyle choices. These issues are almost 
impossible to address in the less than 30 minutes a typi-
cal person spends with their doctor throughout the year 
in today’s typical primary care model. Full primary care 
consists of a team that includes health coaches, behavioral 
health, physical therapy, nutrition experts, social work-
ers, and others with the time, empathy, and expertise to 
reverse common lifestyle-related conditions such as Type 
II diabetes. Long-term chronic conditions can also lead to 
mental health issues, which are commonly treated with 
non-evidence-based opioids and benzodiazepines, lead-
ing to further exacerbation of the conditions.

3. PCPs are a vital ally when dealing with medical condi-
tions beyond the scope of a primary care practice.  A PCP 
with enough time is a trusted advisor who can ensure 
that individuals avoid misdiagnosis and over-treatment 
in low-value settings. There is no one more trusted by 
patients than a non-conflicted PCP with the time to fully 
explain treatment options, and this relationship often 
heads off unnecessary surgeries and tests.

Value-based primary care organizations, such as Vera Whole 
Health, guarantee their results and have been certified by the 
rigorous Validation Institute.104 In contrast, many health benefits 
plans use an array of Band-Aids for undermined primary care 
(e.g., urgent care, retail clinics, silo’ed telehealth, care coordina-
tion/management from insurance carriers) that are unnecessary 
and wasteful when proper primary care is in place. Seattle and 
Denver are two examples where primary care is being rebuilt 
brick by brick, to the point that most employers in these two met-
ropolitan areas have access to value-based primary care clinics.
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Making Health Local Again
This book focuses on non-legislative strategies because the 

politics of health care are fraught with pitfalls. As we know, the 
best way to perpetuate the status quo is to politicize a topic – and 
nothing is easier to politicize than health care. Having said that, 
I believe we have an opportunity now where political interests 
overlap: the right likes local control and the left likes expanding 
access to care.

Even countries that are perceived to have a nationally con-
trolled health care system have more local control than the United 
States. Just look at Sweden – the national government sets some 
overarching principles, but regional county councils (typically 
representing less than 500,000 people) are responsible for financ-
ing and providing health care. This allows local municipalities 
to take charge of environmental and social welfare issues, things 
like post-discharge and long-term care; Swedish municipalities 
recently did this for the elderly and disabled.

Just as it took a while for the built infrastructure to be trans-
formed by LEED, a steady stream of grassroots innovation that 
proves itself before being replicated is the way we will transform 
health care in the United States. The following are efforts to make 
health local again, drawing on promising health care innovations:

• Localized captive insurance plans: Many companies 
under 50-100 employees aren’t comfortable being 
self-insured, thus losing the freedom to design a smart 
benefits plan. Localized captive insurance plans allow 
multiple organizations to pool together to form their 
own insurance entity. Mayors are encouraging this 
development in an effort to gain more control and keep 
money in their communities. Others are supporting 
legislation allowing for portable benefits untethered to 
one’s job – a particularly acute need for the millions 
who are freelancers, gig economy workers, temporary 
workers, and contractors.
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• Due to the agreement struck between unions and the 
Governor Christie administration, New Jersey is on a path 
to have the largest statewide coverage of value-based 
primary care. After the pilot phase, it will allow locally 
owned and controlled primary care clinics to tap into state 
funds to serve local communities.

• A little-known element of the recent tax legislation is a pro-
vision called the Investment in Opportunity Act, which 
allows the estimated $2 trillion in capital gains sitting on 
the sidelines to be invested in distressed communities 
representing over 50 million Americans by deferring cap-
ital gains taxes. It’s early in the process, but some groups 
are coming together to invest in things like local grocery 
stores in underserved areas and community-owned clin-
ics. A good analogy for this is how the Green Bay Packers 
are community-owned, yet also benefit from an affiliated 
national entity (the NFL).

• The Accountable Communities of Health (ACH) is a pro-
gram from the Centers for Medicare & Medicaid Services 
(CMS) that allows regional groups, analogous to Sweden’s 
county councils, to keep savings in their region when they 
achieve specific goals, such as reducing hospitalizations. In 
the status quo model, if a county hospital can reduce Med-
icaid hospitalizations, the financial reward stays at the state 
capital. With ACHs, saved money can be reinvested into 
other health-supporting initiatives such as community cen-
ters, public safety, walkability, etc. – all at the discretion of 
the local organization managing the ACH.

• There are recent ongoing efforts to create federal legisla-
tion establishing Community Shared Savings Accounts in 
Medicaid. Drafts of this legislation propose establishing 
federal grants for states to provide data to communities so 
they can identify their top 20 Medicaid cost areas. Com-
munities could choose to implement targeted programs to 
improve the health of the Medicaid beneficiaries that have 
simultaneously proven to reduce costs in their top areas. 
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Once communities proved that their efforts resulted in 
cost savings, a large percentage of those savings would 
be allocated to the community shared savings account, to 
be overseen by a local board, and used for initiatives that 
improve the community’s health status.

• Hospital districts have been a fixture for decades, espe-
cially in rural areas. Historically, they have been just as 
dependent as other health care entities on the perverse 
incentives of fee-for-service payment models. In places 
such as Pennsylvania, All-payer Global Budgets105 are 
emerging that remove the incentive to fill hospital beds to 
stay financially afloat. A 50% reduction in hospitalizations 
frees resources to invest in other health outcome drivers, 
such as clean water, better food, treatment programs, edu-
cation, and health-promoting jobs, including community 
health workers and health coaches.

HEALTH 3.0 VISION AND IMPLICATIONS 
FOR PROVIDERS & GOVERNMENT

As health benefits get a major overhaul in the employer 
arena and policymakers determine where publicly paid health 
care programs will go, we believe it’s imperative to take a fresh 
look at how we’ve organized our health care system. One area 
of near-universal agreement is that we should expect far more 
from our health care system, given the smarts, money, and pas-
sion poured into it. Simply shifting who pays for care does little 
to address the underlying dysfunction of what we pay for and 
how we pay.

A group of forward-looking individuals have developed a 
vision for the future of health care. Health 3.0 is a common frame-
work to guide the work of everyone from clinical leaders to ben-
efits professionals to technologists to policymakers. Each should 
ask whether their strategies, technologies, and policies accelerate 
or hinder the journey to Health 3.0.
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How is Health 3.0 different than Health Rosetta? If Health 
3.0 is the North Star—where we want to be—Health Rosetta is 
the roadmap plus travel tips on how to get there.

Health 3.0 encompasses four key dimensions.

1. Health services (i.e., care delivery and self-care)
What is the optimal way to organize health services, so they 

build on the strengths of each piece of the health puzzle, rather 
than operating as an unmatched set of pieces as they do today? 
Innovative new care delivery models create a bright future that 
some are already experiencing, in which every member of the 
care team is operating at the top of his or her license and is highly 
satisfied with his or her role—a stark contrast to Health Care 2.0, 
where only 27% of a doctor’s day is spent on clinical facetime 
with patients.

2. Health care purchasing
Underlying virtually every dysfunction in health care are 

perverse economic incentives. Remember, various industry play-
ers are acting perfectly rationally when they do things that are 
counterproductive to a system that delivers value to every party. 
The Health Rosetta and Health 3.0 provide a high-level blueprint 
for how to purchase health and wellness services wisely. We’ve 
seen how a workforce can achieve what one health care innova-
tor has described as “twice the health care at half the cost and ten 
times the delight.”

3. Enabling technology
Contrary to common thinking that technology alone can be a 

positive force for change, technology only turbocharges a highly 
functional organizational process when the proper organization 
structure, economic incentives, and processes are in place. Unfor-
tunately, today’s health care breaks the first rules I learned as a 
new consultant fresh out of school— don’t automate a broken 
process and don’t throw technology on top of it.
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4. Enabling government
At the local, state, and federal level, government can play a 

tremendously beneficial (or detrimental) role in ensuring health 
care reaches its full potential. There are four main ways that gov-
ernment entities contribute:

1. As an enabler of health (e.g., public health and social 
determinants of health)

2. As a benefits purchaser, since government entities are 
large employers who can accelerate acceptance of new, 
higher-performing Health 3.0 care models

3. As a payer of taxpayer-funded health plans
4. As a lawmaking or regulating entity

The second item, in particular, is frequently overlooked as a 
powerful tool for testing and refinement of new models of care 
payment and delivery.

Health 3.0 Builds on Assets, Corrects Failings 
of Health 1.0 and 2.0

I’ll let Dr. Zubin Damania (aka ZDoggMD), the founder of 
Health 3.0, make the comparison.

Behind us lies a long-lost, nostalgia-tinged world of unfettered 
physician autonomy, sacred doctor-patient relationships, and a 
laser-like focus on the art and humanity of medicine. This was the 
world of my father, an immigrant and primary care physician in 
rural California. The world of Health care 1.0. While many still 
pine for these ‘good old days’ of medicine, we shouldn’t forget that 
those days weren’t really all that good. With unfettered autonomy 
came high costs and spotty quality. Evidence-based medicine didn’t 
exist; it was consensus and intuition. Volume-based fee-for-service 
payments incentivized doing things to people, instead of for people. 
And although the relationship was sacred, the doctor often played 
the role of captain of the ship, with the rest of the health care team 
and the patients subordinate.
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So, in response to these shortcomings we now have Health Care 
2.0—the era of Big Medicine. Large corporate groups buying prac-
tices and hospitals, managed care, and Obamacare, randomized 
controlled trials and evidence-based guidelines, EMRs, PQRS, 
HCAHPS, MACRA, Press Ganey, Lean, Six-Sigma. It is the era of 
Medicine as Machine…of Medicine as Assembly Line. And we— 
clinicians and patients—are the cogs in the machinery. Instead of 
ceding authority to physicians, we cede authority to government, 
administrators, and faceless algorithms. We more often treat a 
computer screen than a patient. And the doc isn’t the boss, but 
neither is the rest of the health care team—nor the patient. We are 
ALL treated as commodities…raw materials in the factory.

“Taking the best aspects of 1.0 (deep sacred relationships, phy-
sician autonomy) and 2.0 (technology, evidence, teams, systems 
thinking), Health 3.0 restores the human relationship at the heart 
of healing. It bolsters that relationship with a team that revolves 
around the patient while supporting each other as fellow caregiv-
ers. What emerges is vastly greater than the sum of the parts.

Caregivers and patients have the time and space and support to 
develop deep relationships. Providers hold patients accountable for 
their health, while empowered patients hold providers accountable 
to be their guides and to know them—and treat them—as unique 
human beings. Our [electronic health records] EHRs bind us and 
support us, rather than obstruct us. The promise of Big Data is 
translated to the unique patient in front of us. Our team provides 
the lift so everything doesn’t fall on one set of shoulders anymore 
but on health coaches, nurses, social workers, lab techs, EVERY-
ONE together. We are evidence-empowered but not evidence-en-
slaved. We are paid to keep people healthy, not to click boxes while 
trying to chase an ever-shrinking piece of the health care pie. Our 
administrators seek to grow the entire pie instead, for the benefit of 
ALL stakeholders.”

You’ll notice that insurance does not enter into Health 3.0, 
which, again, is concerned with what we buy and how we buy it, 
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not with who assumes the financial risk.

A Pyramid of Health
Health care today is a tangled jumble of silos largely orga-

nized around medical technologies, not patients. This mess is 
exacerbated by economic models and information technology 
that further impair healing. Health care has been unique in that it 
uses technology as an excuse for costs to go up and productivity 
to go down. In Health 3.0, a properly organized health ecosystem 
can benefit from technology rather than helping fuel hyperinfla-
tion for all of us while decreasing productivity and job satisfac-
tion for clinicians. 

A group of us are trying to develop a structural model for an 
ecosystem that looks at health care as an asset rather than simply 
an expense or a revenue stream to be maximized. 

One of our key design points is that the ecosystem should be 
antifragile, a quality described by Nassim Nicholas Taleb in his 
book Antifragile: Things That Gain from Disorder. For those unfa-
miliar with Nassim Taleb’s work, he introduces the book as fol-
lows:

“Some things benefit from shocks; they thrive and grow 
when exposed to volatility, randomness, disorder, and stressors 
and love adventure, risk, and uncertainty. Yet, in spite of the ubiq-
uity of the phenomenon, there is no word for the exact opposite of 
fragile. Let us call it antifragile. Antifragility is beyond resilience 
or robustness. The resilient resists shocks and stays the same; the 
antifragile gets better.”

We have used a pyramid, shown below, to represent the 
developing ecosystem and show how various elements of health 
and health care interrelate. (Figure 15.) Each layer represents a 
level of care or self-care, and each has four facets, one for each 
side of the pyramid:

1. Optimal way to deliver health services
2. Optimal way to pay for care
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3. Enabling technology for #1 & #2
4. Enabling government role for #1 & #2

Following a given layer (e.g., value-based primary care 3.0) 
shows how the four facets apply to that layer.

Note that self-care is necessary at all levels. However, it starts at 
the foundation.

The pyramid is a holarchy. This just means it incorporates hierar-
chies that both transcend and include levels. They work like 3D 
concentric circles, rather than rungs on a ladder. Imagine looking 
at the pyramid from the top. You will have concentric boxes, with 
self-care transcending and including them all.

Figure 15: You can also explore an interactive graphic at healthrosetta.org/health30.

You want to spend as much of your life as possible in self-
care at the bottom of the pyramid.* When you have to move to 
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higher layers, you want to move back down ASAP. You read the 
pyramid from the bottom and at each layer look at the four fac-
ets to ensure they are meeting your goals. Thus, you would see 
that the self-care layer is at the bottom. When you first access 
the health care system, next generation primary care is where 
you should start. In countries like Denmark and in the best val-
ue-based primary care organizations in the U.S., over 90% of 
care can be addressed at this level, which includes things like 
behavioral health, interior work, health coaches, and physi-
cal therapy, all enabled by technology like secure messaging, 
remote monitoring, and other future advances.

If an issue cannot be addressed in primary care, you move 
up to the diagnostic layer (e.g., lab tests) for deeper insight to 
rule in/out various issues. Then, if you need a prescription, 
you’d go to the next layer–pharmacy woven into primary care. 
Organizations such as ChenMed do this well. If a prescription 
isn’t the answer, you proceed to the next layer for a professional 
consultation between the PCP and an objective specialist, that is, 
one who wouldn’t be performing any necessary intervention or 
procedure. If an intervention is needed, you proceed to the next 
layer–intervention via focused care in a setting with deep experi-
ence in that particular intervention.

Jonathan Bush, CEO of athenahealth, told me about his own 
knee surgery. Even the highest-volume knee surgeons in Boston, 
he found, do less than one-third of the procedures they could, 
spending the rest of their time doing marketing for their team. 
If they spent the majority of their time doing what they do best, 
they could drop their unit price.

Finally, the unfortunate few who have rare and highly com-
plex conditions would go to a Center of Excellence for their con-
dition (e.g., NIH, Mayo) at the top of the pyramid.

To reiterate, even when at higher levels of the pyramid, the 
goal is to move back down the pyramid as soon as possible.

This framework reflects the intuitive understanding of the 
most advanced and successful value-based primary care organi-
zations that two key issues drive costs and quality:
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1. Fostering self-care and caregiving by nonprofessional 
loved ones is essential to optimizing healing and health.

2. Without a seasoned “ship captain” (the primary care phy-
sician), rough medical seas cause patients to needlessly 
suffer from an uncoordinated health care system.

Relatively speaking, I have spent more time with primary 
care physicians at the base of the pyramid. As I developed this 
framework further, I was interested in getting specialists’ feed-
back. Specialists, like any group of humans, have many opinions, 
but I will share the feedback from Dr. Venu Julapalli, who has 
been widely read due to his writing about the tenets of Health 3.0 
and whose comments reflected something of a consensus among 
the specialists I spoke with. 

I am loving what you guys have come up with.

1. It starts with self-care at the base. That’s key. It underscores 
personal responsibility in health, which has been woefully 
neglected. At the same time, social determinants of health 
(SDoH) are right at the base, where they belong. I love the pyr-
amid’s government facet, letting it act as the market accelerator, 
not an overly active market participant without the ability to 
enable the most effective and efficient system.

2. It properly puts value-based primary care right near the base. 
As a specialist, I don’t need to be near the base. I also need to 
have as few conflicts of interest as possible in my interactions 
with primary care.

3. It properly puts the specialist care in focused settings near the 
top; this position does not make them the most important, just 
the most focused. This is what Devi Shetty is executing in India 
and Cayman Islands–high-volume cardiovascular surgery by 
experts who love what they do, while dropping unit price ridic-
ulously through streamlined operations and economies of scale.

4. It appropriately puts Centers of Excellence at the very top– go 
there for help with rare diagnoses, but keep it limited. We should 
also never forget the power of the engaged patient, who destroys 
the most expert doctors when love for life takes over. See his NY 
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Times article as an example, “His Doctors Were Stumped. Then 
He Took Over.”

Overall, I love this pyramid framework. Conceptually, it’s honor-
ing much of what I’ve come to believe on health care, health, and heal-
ing. You’re distilling what real-life experiences and data have shown 
works in health care.

Implications for Providers and Government

Major trends are making the care delivery elements of Health 
3.0 a once-in-a-career opportunity (or threat). In the U.S. alone, 
experts expect $1 trillion of annual revenue to shift from one 
set of health care players to another over the next decade. This 
is a byproduct of the transition to purchasing health care with 
accountability baked in. Here are some new realities providers 
and government entities must prepare to accommodate to thrive 
in a Health 3.0 world.

Health Care Provider Organizations

1. Convenience and accountability will be essential.
Various new primary care models such as onsite/near-site 

clinics and direct primary care have significantly expanded their 
scope of services (e.g., remote monitoring, health coaching). The 
top performers readily put their fees at risk (e.g., Vera Whole 
Health, PeakMed, Iora Health). Medicare Advantage programs 
are taking off like wildfire, with the top performers delivering 
care far differently than in volume-driven models. If you’re a 
health care provider, this is the future!

We expect Medicare Advantage to continue to grow and 
Medicaid Advantage to follow closely behind. This trend can’t be 
dismissed as fringe when two early adopter organizations (Care-
More and HealthCare Partners) were acquired for over $5 billion 
and there has been over $1.2 billion invested in next generation 
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primary care models in the past few years. Sadly, we hear of too 
many organizations trying to foolishly cling to fee-for service and 
even enacting anti-competitive practices such as threatening doc-
tors in their communities who don’t refer to them (e.g., blocking 
data and patient flows). Our message to you: Don’t be scared, be 
brave. Be among the early organizations that figure out and mas-
ter how to thrive in the inevitable future.

2. Millennials are moving in.
If you thought boomers were a big deal, millennials dwarf 

them and are transforming markets. This has already had a dev-
astating impact on a local oligopolistic market (newspapers) sim-
ilar to health care. In another area of health, big food and big 
soda have had their worst earnings in decades caused by millen-
nials adopting significantly different purchasing habits than their 
parents. The status quo in our current legacy health care system 
is nearly a perfect opposite of what millennials want and value. 
Organizations that think they’re entitled to their patients’ kids 
are in for a rude awakening. For most provider organizations, 
private employers are their most lucrative revenue stream, and 
millennials are already the biggest chunk of the workforce and 
expected to be 75% of the workforce in 10 years. As millennials 
wake up to the reality that they will be indentured servants to 
the health care system without change, expect their voices to be 
heard like never before. Health 3.0 is just what millennials want.

3. Destructive doctor relationships will destroy 
hospitals’ success.

It’s not just doctors that feel abused by the Health Care 
2.0 system. However, the economic impact of burned-out doc-
tors leaving in droves will stagger today’s health care systems. 
The ZDoggMD “Lose Yourself” anthem highlights the rising 
revolution of nurses, doctors and clinicians who are saying 
“enough” and leaving for organizations focused on the Qua-
druple Aim.
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Government Entities

1. Be a smart buyer
It seems every local, state, and federal government is strug-

gling with budget challenges—largely the result of health ben-
efits being the second biggest expense after wages for many of 
them. As one public entity found, the best way to slash health 
care costs is to improve benefits (e.g., greatly improved access 
to value-based primary care). Innovative new health care deliv-
ery organizations can serve a broader audience faster if govern-
ments are early adopters of higher-performing health benefits for 
their employees, thus freeing up public funds for the other social 
determinants of health.

2. Don’t rob Peter to pay Paul
Government is in a unique position to improve public health 

and other social determinants of health—a position that is under-
mined by hyper-inflating health benefits costs. Social and eco-
nomic factors drive ~40% of health outcomes, compared with just 
~20% for clinical care, yet clinical care consumes far more financial 
resources (health behaviors and the physical environment are the 
other 40%). Forward thinking government leaders recognize the 
opportunity to cultivate what we call Economic Development 3.0, 
playing the high-performance health ecosystem card and creat-
ing enormous value for their constituents. We all intuitively know 
that health care spending comes at the expense of other household 
spending. Economic Development 3.0 properly aligns limited pub-
lic resources to improve social determinants of health and reduce 
working and middle class wage stagnation.

3. Don’t accept in health care what you’d never accept 
elsewhere.

Imagine if local, state, and federal government contracts for 
road and highway construction did not insist on smooth con-
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nections between road sections. This is exactly what happens in 
health care: We pay trillions of taxpayer dollars to tax-exempt 
health care organizations, yet permit them to block implementa-
tion of many simple reporting processes and technologies, such 
as the simple exchange of vital patient information. Collectively, 
trillions have gone to health care organizations that lack even 
basic modern connectivity. Nowhere in our society are more lives 
in jeopardy. It’s like military generals who are actively prevented 
from seeing the full battlefield.

Even worse from a public health perspective is the status 
quo’s limited ability to facilitate two-way communication in crisis 
situations. We saw this in 2015 with Zika, when health care provid-
ers using modern systems could rapidly respond to a threat while 
those using outdated approaches were left flatfooted. Modern, 
cloud-based electronic health records and other communication 
systems can rapidly identify and respond to public health threats, 
identifying regions and individuals at greatest risk. Yet most orga-
nizations use outdated systems that require manual updates. This 
unnecessarily imperils the most vulnerable in society.

4. First, do no harm.
Sadly, many well-intentioned government efforts have unin-

tended and damaging consequences, too often not understood 
until it’s too late. Government should stop blocking innovations 
that advance connectedness—stop dictating how technology 
companies share data and information—and focus instead on 
rewarding early adopters. Demand that the private sector deliver 
the right outcome, which is information flowing from all clinical 
data sources, and then let them get on with it. In short, govern-
ment officials should adopt a Hippocratic Oath of their own.

I will conclude with a quote highlighting just how badly we 
need the major overhaul outlined in Health 3.0 . Dr. Otis Braw-
ley, chief medical officer for the American Cancer Society, said, 
“I have seen enough to conclude that no incident of failure in 
American medicine should be dismissed as an aberration. Failure 
is the system.”
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Simply shifting who pays is just moving deck chairs on the 
Titanic. Metaphorically, we’re all on the same ship.

Key Takeaways and Things to Think About:
• Mayors must use their bully pulpit to convene business 

leaders in their community to solve the massive opioid 
crisis. It will be impossible to solve without active engage-
ment by employers, since it is their health benefits that 
are funding and fueling the over-prescribing of opioids 
leading to downstream opioid overuse disorders.

• Fraudulent health claims payments drain resources out 
of local economies, but they also enable opioid diversion. 
Mayors should lead by example, ensuring that an inde-
pendent claims audit and payment integrity review is 
done for city employees.

• Rebuilding primary care in communities is foundational 
to solving both the opioid crisis and the larger squander-
ing of local economic resources by a wasteful health care 
system.

• There is no more important role for mayors than ensuring 
the safety and well-being of their community. Relocalizing 
health risk management from distant out-of-town health 
insurance companies to locally rooted and accountable 
organizations is vital to creating healthy communities.

• Independently administered benefits plans are more 
work. However, they offer the maximum ability to ensure 
that plan beneficiaries receive the greatest value and 
patient safety. Employers that spend 20% less (or even 
deeper savings) per capita than average, while providing 
superior benefits, all use independent administrators.

• Leaders should expect and demand the same level of 
quality, safety, and transparency in health care that they 
do in all other areas of their organizations.

• Everyone from small manufacturers in rural America to 
large, urban multinationals can provide better benefits 
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for the same or less money every year – not unlike every 
other item in their budgets. There’s no need to accept the 
norm of getting less and paying more.

• The health care system was built over the last 100+ years in 
response to random events ranging from wars to scientific 
breakthroughs, creating a tangled jumble of disconnected 
silos. A fresh reset rebuilding the health care system from 
the ground up is showing us the way towards the future.

• Eminence-based medicine, often free of evidence, gave 
way to evidence-enslaved medicine turning medicine into 
a transaction. Medicine-as-machine has been punishing to 
both clinicians and patients alike.

• Health 3.0 restores the human relationship at the heart 
of healing bolstering relationships with a care team that 
revolves around the patient while supporting each other 
as fellow caregivers. What emerges is vastly greater than 
the sum of the parts.

• The most underutilized role of government is as a mar-
ket accelerator of high-performing health benefits. For 
the most part, the 22 million public sector workers have 
health benefits that perpetuate the under-performing sta-
tus quo health care system.
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CHAPTER 8

YOU RUN A HEALTH CARE 
BUSINESS WHETHER YOU LIKE 

IT OR NOT
l

Here’s How to Make It Thrive
“GM is a health and benefits company with an auto com-

pany attached.” – Warren Buffett
GM spends more on health care than steel, just as Starbucks 

spends more on health care than coffee beans.
For most companies, health care is the second largest expense 

after payroll. This puts you in the health care business.
So, how’s your health care business doing?
When the COO of one large private equity fund’s health care 

benefits purchasing group sits down with the CEO of a newly 
acquired company, say a manufacturer, that is the first question 
he asks. Naturally, the CEO will look puzzled. The COO will then 
show that the company has, for example, 4,200 members enrolled 
in their health plan and spends the typical $10,000 per year per 
member for health care. He then rephrases the question: “How’s 
your $42 million health care business?”

That’s when the light bulb goes on, said the COO.
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A Shift in Mindset
As we have seen, most organizations don’t apply the same 

level of care to their health care spending that they do to other 
large expenditures. Estimates of fraud, waste, and abuse in health 
care range from a low of 30% (Institute of Medicine) to over 50%  
(PwC) but are little known among employers. Note that these are 
the same companies that often manage other major budget items 
down to the hundredths of a percent, yet regularly accept 5% to 
20% annual health care cost increases. In most cases, they have an 
overburdened, outgunned HR leader who is overseeing the health 
care spend with little or no analytic capabilities.

The reality is most companies wouldn’t hire their present ben-
efits leader to run a multimillion dollar business unit or product. 
Then why are they running a multimillion dollar benefits spend?

So, what’s different about employers who are winning the 
battle to slay the health care cost beast? It’s all about mindset. It’s 
about waking up to the understanding that improving the value 
of health benefits is the best way to improve the well-being of 
their employees while boosting the company’s bottom line—and 
then committing to that path.

In virtually every case, the COO said, employers who have 
seen the light and taken action see their health care costs flatten or 
decline a bit while other employers continue to face ever-increas-
ing care costs. Soon they’re spending 20% less on health benefits 
per capita. Eventually, the most successful are spending 40%-55% 
less. Plus, the financial and other advantages of waking up com-
pound over time. As each year passes, the gap between wide-
awake employers and those accepting the status quo grows.

As I’ve traveled to every corner of the country, I’ve seen wide-
awake employers—large and small, rural and urban, public and pri-
vate sector—who refuse to buy into what I believe has become the 
biggest lie in health care: that health care costs can’t be controlled.

However, it’s not just about costs. We’ve long heard leaders 
state that employees are their most important asset. These wide-
awake employers, from IBM to a small poultry processor in rural 
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Wisconsin, have shifted their benefits mindset to match. Instead 
of looking at health benefits as a soft HR benefit, they now see 
them as investments in health and well-being that are strategic 
inputs to their supply chain and P&L. They manage health bene-
fits programs accordingly.

Fair Trade for Health Care
In choosing care provider partners, wide-awake employers 

understand that the well-being of caregivers has a direct impact 
on the care of their employees. It’s enlightened self-interest to 
make sure that physicians and other clinical staff are not abused 
by administrators, working conditions, compensation models, 
unbridled profit incentives, and other challenges that are, sadly, 
very common. If the people running the show exhibit disdain for 
their own staff, how do you think they’ll treat yours?

If you’ve ever bought Fair Trade coffee, you’ve probably 
done so in a deliberate effort to say no to products produced by 
child or slave labor, or whose owners run roughshod over the 
environment. I’m proposing that you likewise insist that health 
care organizations exhibit fair and ethical treatment of clinicians 
and patients before you become one of the latter. Here’s what Fair 
Trade for health care should include.

• Transparent prices. Upfront pricing should be readily 
available without having to subscribe to a special 
service. Hospitals, physicians, and labs should have 
continued freedom to set their own prices, but pred-
atory pricing, with a different rate for each person, is 
out of the question.

• Bundled prices. Imagine buying a car and getting a bill 
for the transmission six months later. You’d be livid, 
yet this sort of thing happens all the time in the health 
care industry. A transparent price must include the 
full bundle of services that wrap around it. This is the 
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norm for the transparent medical markets we discuss 
later in this book. While not every last area of health 
care will fit into a bundle, it’s broader than you might 
imagine. For example, the University of Oklahoma’s 
Harold Hamm Diabetes Center has an all-in bundle 
for diabetes management at different severity levels.

• A culture of safety. Given that preventable medical 
errors are a leading cause of death in America and 
bring untold misery to millions of patients every 
year, one of the best ways to identify a safe hospi-
tal is to ask nurses; ask if they would want a family 
member to receive care in their facility and, if so, by 
which unit-level team. In fact, the Joint Commission 
(the U.S. accrediting body for hospitals) strongly 
recommends that hospitals measure safety culture, 
and most do, but this information is not shared with 
the public. Leapfrog Group safety scores are a great 
source for assessing this.

• Staff treatment: Physicians and nurses are suffering 
from record levels of suicide and burnout—before 
the imperatives of the pandemic forced them to oper-
ate at punishing levels. To think this doesn’t affect the 
quality of care they provide is naive. Research shows 
that patient outcomes are correlated with how a hos-
pital treats its clinical staff.

• Ethics-based organizations. There must be a focus on 
patient-reported outcomes. That is, outcomes like liv-
ing without pain or playing a sport—not just having   
a successful surgery, especially if it would have been 
better to avoid going into the OR in the first place. 
Virginia Mason Hospital & Medical Center in Seattle, 
a forward-looking organization, has been candid in 
admitting that, at one time, 90% of its spinal proce-
dures were of no help.
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While some worry about rationing care, the volume-driven 
reimbursement system has always rationed choices by pushing 
us towards costly, invasive treatment options.

Top-performing, value-based primary care organizations tell 
us that patients virtually always choose the least invasive treat-
ment option first—but only if they’re told about sound alterna-
tives to expensive and overused treatments and tests. Equipping 
patients to become active partners in their own care is the sign of 
an ethical organization. So are ethical business practices, which 
do not include intimidating doctors into relationships with a 
local hospital, an unfortunate and common practice.

• Data liquidity. Care teams do their best work when they 
have the most complete view of a patient’s health sta-
tus. Anything less comes with an increased risk of harm. 
Likewise, your employees should have easy access to 
their own information in a secure, patient-controlled data 
repository—including the right to contribute their own 
data or take it elsewhere.

Two Stories
In the 2000s, IBM made a mindset shift about employee 

welfare and decided to integrate its health services. According 
to Paul Gundy, MD, and Martin Sepulveda, MD—the physicians 
who led these efforts—the company realized they were compet-
ing against giants like WiPro and Infosys from India, which have 
much lower cost structures. IBM would have to tackle the cost 
side of the equation, but they also saw that they could gain a 
strategic advantage if they had much higher-performing teams. 
Accordingly, they put a particular focus on the fitness, productiv-
ity, and resilience of their workforce.

Sepulveda described to me their revelation that indiscrim-
inate provision of health care services—absent efforts to help 
people understand how to use those services—leads to voracious 
appetites from both patients and providers for services that add 
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little value but add a lot of cost to the individual, company, and 
society.

It dawned on him that if they were going to develop a world-
wide health care strategy, they would have to build on universal 
values. People everywhere value health, access, receiving health 
care, and relationships in health care. It was striking to Sepulveda 
how important the relationship is between the person receiving 
care and the person delivering the care. What people understand 
and what they are willing to do is greatly influenced by that 
interaction. The ideal setting, he saw, is a full-function primary 
care setting that includes behavioral health and health coaching.

The challenge for a global leader like IBM was to develop 
a strategy that would work in vastly different environments: in 
rapid-growth countries with poor infrastructure, in a socialized 
country like France, and in a private insurance country like the 
U.S. They decided that, all other things being equal, they would 
put a third of their health care chips on prevention, a third on 
primary care, and a third on employee engagement with (and 
accountability for) their own health and with the health care sys-
tem. The result is that IBM has built itself a competitive advantage 
with a lower cost structure and a higher-performing workforce.

On the other end of the spectrum with a very similar success 
story is Brakebush, a small poultry processor in rural Wisconsin 
with 1,700 employees, many of whom are at high risk for inju-
ries due to the nature of their job. For Brakebush, the wake-up 
call was a realization that they were pouring major resources into 
one of health care’s most notorious money pits: musculoskeletal 
(MSK) procedures based on no scientific evidence, which in most 
cases provide less value than physical therapy (PT).

They took a multipronged approach to eliminating the waste, 
including allocating resources to address and mitigate physical 
risks in their plants, hiring an onsite PT specialist  to provide 
MSK care in a value-based fee model, and creating a new health 
care coordinator position to help employees navigate the health 
system. Brakebush now incentivizes employees who do need 
surgery to use designated centers of excellence for procedures 
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that come with an upfront bundled price and warranty. They also 
use price transparency tools, a health care concierge, and health 
coaching. And in 2016, the company opened a health center that 
provides primary care, personal training, and a gym—at no cost 
to employees.

Sounds like a big investment, right? And yet Brakebush paid 
less for health care in 2016 than it did in 2014. It now spends 50% 
less than average for companies their size on MSK disorders, sav-
ing $1 million a year on just this one area.

What to Look For in a Health Plan 
Administrator

Obviously, you can’t ask most HR benefits directors to pull 
off this kind of culture change. What you need is a sophisticated 
health administrator, analogous to the person who’s administer-
ing your 401(k). This is someone whose skills and experience are 
commensurate with the magnitude of your investment in health 
benefits and the level of fiduciary responsibility it carries.

You want a person who is both numbers and people savvy, 
who understands the inner workings of a health plan, and who 
can bring real solutions to bear in a way that aligns the incentives 
of all parties. And then you want to give him or her the clout 
to get the job done with the respect and support of the C-suite. 
Depending on the size of your organization, this may be an out-
side advisor. This person must also be empowered with financial 
and other performance incentives that align with lowering costs 
and improving outcomes.

In short, you need someone able to run a complex supply 
chain. Here are some characteristics to look for.

• Outstanding finance skills with a  focus  on  accuracy in 
forecasting and communicating stories through numbers.

• Keen understanding that many types of cost-shifting to 
employees add financial stress that negatively impacts 
employee well-being and productivity.
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• Relentless focus on rooting out status quo health care 
industry practices designed to redistribute wealth and 
profits from you to them, including disclosure of commis-
sions and fees, such as hidden bonus structures like insur-
ance carrier overrides paid to benefits brokers.

• Ability to understand and carry out ERISA and other 
fiduciary responsibilities for administering a high-perfor-
mance health plan.

• Insight into the moral impact and financial objectives of 
change and genuine concern for employees and their families.

• Good communication skills.
• Strong analytic, statistical, and actuarial skills to evalu-

ate ROI in an industry that plays fast and loose with both 
promises and numbers.

• Indefatigable learning, seeking proven solutions from any 
corner of the country/industry and innovative ideas that 
will disrupt the status quo.

• Intimacy with the current state of affairs relating to health 
insurance and health care (i.e., not reliant on information 
spoon-fed by brokers).

• Ability to build consensus among influential peers, typi-
cally other employers and ideally those with large numbers 
of employees. The greatest leverage, by far, is in numbers.

Key Takeaways and Things to Think About:
• Match the talent and resources to the magnitude of the 

health benefits task.
• Expect and demand the same level of quality, safety, and 

transparency in health care that you do in all other areas 
of your organization.

• From small manufacturers in rural America to large, urban 
multinationals, it’s entirely possible to expect better ben-
efits for the same or less money every year – not unlike 
every other item in your budget. There’s no need to accept 
the norm of getting less and paying more.
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CHAPTER 9

STEPS FOR BUSINESS LEADERS 
LOOKING TO PREVENT LOANS & 

LAYOFFS
l

COVID-19 put American business leaders in a tough spot. 
Shelter-in-place orders and social distancing made the peo-

ple in charge of making payroll nervously eye their bottom lines 
and think through difficult decisions involving loans, layoffs, 
and even permanent closure.

Some businesses were better off than others, and not nec-
essarily because they were deemed essential. As Kaiser Health 
News reported, Harris Rosen of Rosen Hotels had a leg up on 
other employers planning for the reopening of their business. 
Why? “Employers with on-site health clinics are best positioned 
to test because they likely have access to the supplies and the pro-
viders needed to administer them,” Mike Thompson, CEO of the 
National Alliance of Healthcare Purchaser Coalitions, is credited 
as saying in the article.

More broadly, the best-positioned employers – in “nor-
mal” times and even in times of crisis – are those that have 
more control over their health plan. To demonstrate the mag-
nitude of the opportunity, consider this: A mature, low-margin 
company, Pacific Steel & Recycling, reduced its spending from 
over $8 million to under $3.5 million. The company would 
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Note: Employees also saw improvements in their health benefits 
such as eliminating cost-sharing and having a member champion 
to help navigate the health care system.

have had to have sales revenue increase ~25% to have the same 
bottom-line impact.

For public sector entities, modernizing health benefits is the 
only plausible way to avoid cutting services in times of dramatic 
tax revenue reductions. Fortunately, countless public entities 
(towns, counties and school districts) have demonstrated health 
benefit reductions of 40% or more when they reset/improve their 
health benefits strategies.

The good news is, all leaders can find similar successes – and 
by sharing five simple, easy-to-remember steps, benefits advisors 
can help them figure out how to do so. (The first letter of each 
action item spells out a word we all know, “LOCAL”)

Step 1. Learn How to Be Liberated from the 
Status Quo

When it becomes necessary to cut costs, for most employers, 
the last major area to modernize is health benefits — striking, 
considering health benefits are often their second biggest expense 
after payroll. As such, this is the area with the biggest room for 
improvement.

However, benefits advisors should be prepared for business 
leaders to be hesitant to undertake a health benefits transforma-
tion, because they are likely afraid the change may be viewed 
negatively by members. That is understandable given that most 
changes in health benefits for the last 20 years have meant paying 
more for less and less coverage. Plus, change can be scary and 
there’s always some comfort in the status quo.
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Nevertheless, it’s important for benefits advisors to commu-
nicate that business leaders maintaining the status quo could cost 
them their business (or lead to  services/staff cuts if they’re a 
public entity) and may be the riskiest move of all. They know 
health benefits are expensive, forcing them to often increase 
employees’ cost-sharing to offset the annual 5%-50% increase 
their benefits broker says is essential. But they might not know 
just how miserable status quo health plans are. They have lower 
satisfaction rates than cable companies, and for good reason: 70% 
of those who filed for bankruptcy due to medical bills — the No. 
1 driver of bankruptcies in the U.S. — had “insurance” that failed 
to insure against financial ruin.

As we have said, while it may seem backwards to business 
leaders, the best way to slash health care costs is to improve 
health benefits; that all starts with learning how to be liberated 
from the status quo.

Usually, liberated employers realize two things:

1. The shift from a renter to owner mentality (switching from 
a carrier-controlled plan to an independently adminis-
tered employer-optimized plan) is a logical progression 
for CEOs/leaders who have long said that employees are 
their most valuable asset. As stewards of that asset, those 
spending 20%-55% less per capita on outstanding benefits 
packages, have shown the way for all employers.

2. Wise health plan design isn’t complex and has been suc-
cessfully tackled in case studies we’ve published from 
employers as small as seven employees to many thou-
sands. Michael Lewis put it well, “If it wasn’t complicated 
— it wouldn’t be allowed to happen. The complexity dis-
guises what’s happening. If it’s so complicated that you 
can’t understand it — then you can’t question it.”

In line with item one, liberated employers cut ties with their 
status quo plan from an old-line insurance carrier. In an employ-
er-optimized plan, the company directly pays for its employees’ 
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medical claims. In reality, it was already paying for them before 
but with middlemen taking exorbitant fees. Did you know that 
clinicians — doctors, nurses, PTs, etc. — only get $0.27 of every 
dollar ostensibly spent on healthcare?

And expanding on item two, I know that all this is possible 
because I’ve seen it play out with my own two eyes in every cor-
ner of the country. In public and private employers both large and 
small, health plans that follow the Health Rosetta framework really 
do accomplish what they claim. Highlighting success stories can 
prove powerful for benefits advisors trying to convince business 
leaders to carry on with a health benefits transformation.

Step 2. Optimize Health Plan Infrastructure
Once leaders liberate themself from the status quo, they’ll 

probably feel a few things, empowered and exhilarated, but also 
daunted about what to do next. That’s why step 2 is all about 
picking the right people and tools to help.

As vital as this step is, it can get a bit technical and boring 
since it concerns the underpinnings of the health plan. However, 
if business leaders do a good job selecting a properly aligned 
benefits advisor, they will not have to deal first-hand with many 
of these “in-the-weeds” issues.

We know that not all benefits professionals are the same. 
Unfortunately, the model of the industry has been to have bene-
fits brokers paid by carriers, pharmacy benefits managers (PBMs) 
and others who have a fiduciary duty to their shareholders to have 
healthcare spending increase — we find as many as 17 undisclosed 
revenue streams where someone purporting to represent a buyer 
earns their income from sellers. Obviously, this works directly 
against business leaders and other health care purchasers.

Leaders who are taking the next step to liberate themselves 
from the status quo need to make sure they have a benefits pro-
fessional that is going to work in their best interest. Asking their 
current benefits broker the following three questions is a good 
start, as I have previously described to Entrepreneur:



Relocalizing Health: The Future is Local, Open and Independent

112

1. What kind of commissions and bonuses do you receive 
from carriers, in total? Note: Be sure to ask about indirect 
compensation they or their brokerage firm may receive from car-
riers or PBMs.

2. Do you receive more than half of your compensation from 
one carrier?

3. Can you meet with me now?

Questions one and two help leaders ensure their benefits pro-
fessional is most incentivized to help them. The third is more a ques-
tion of strategy, because the longer their broker delays their time to 
meet, the less time the business leader has to shop elsewhere. It’s a 
common trick that can put business leaders in a tough spot.

Any ethical benefits broker will happily complete this sim-
ple compensation disclosure form, attesting where they or their 
office receives compensation. If an organization’s broker is not 
willing to share this information, nor meet early and often to dis-
cuss options, it is time to find someone new.

Even if an organization’s broker does have the “right” 
answers to the above questions, managing an employer-opti-
mized plan that improves outcomes and saves money will take a 
special kind of advisor with expertise in this space.

Ideally, benefits advisors will know to effectively “spring 
clean” the underpinning of the health plan. They’ll know how 
to spot the provider and vendor contracts that have “gotcha” 
clauses, and they’ll be familiar with the fact that the most sophis-
ticated and heavily resourced legal departments in the world 
have laden so-called “standard” agreements with an almost end-
less litany of value-extraction devices. We have seen wise benefits 
advisors clean out $1000 per employee per year in savings from 
carrier-controlled health plans, even without changing any of the 
core benefits elements – just the way they contract and oversee 
the health plans. 

Savvy benefits advisors should also know a thing or two 
about stop-loss insurance, which is necessary to protect business 
leaders from shock claims; sadly, many benefits brokers have 
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scant knowledge and farm out this important decision. In addi-
tion, they should be able to point business leaders to a vetted list 
of better providers and vendors, including the carrier-indepen-
dent third-party administrators (TPAs) they’ll need to process 
claims and make sure things run smoothly.

Step 3. Carve out PBM
Targeting pharmacy benefits provides additional savings 

opportunities. The average person in the street probably is not 
familiar with the term “pharmacy benefit manager” — “PBM” 
for short — yet the dominant Big 3 PBMs are all Fortune 50 com-
panies. In fact, they are so big, in 2018 they were able to acquire 
one of the biggest health insurers in the world, (Aetna).

Interestingly, there is not one purely pharmaceutical com-
pany in the Fortune 50. How is that so?

That’s because PBMs are organizations that liaise as techni-
cally non-pharmaceutical middlemen between drug manufactur-
ers and pharmacies. In exchange for placement of their products 
on pharmacies’ formularies, PBMs negotiate rebates and dis-
counts off drug prices with the manufacturers. The problem is, 
many PBMs practice opaquely, pocketing the rebates they should 
be passing along to the pharmacies and their consumers. Rebates 
are just the tip of the iceberg on PBM shenanigans that transfer 
money from employees’ wallets to theirs.

Fortunately, there are high-value PBMs out there, making it 
possible for business leaders to have transparent pharmacy ben-
efits, and, in turn, low-cost, high-quality health plans.

Once leaders decide to free themselves from the status quo 
and find the right benefits professionals to help them, it’s time to 
start where the lowest-hanging fruit is and establish transparent 
pharmacy benefits; since profiteering is so extreme, yet easy to 
fix, it can have a hugely positive, nondisruptive impact on health 
plan members.

With transparent pharmacy benefits, business leaders and 
their benefits advisors work together to access, understand, 
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and utilize pharmacy claims data. That requires PBM contracts 
to make clear that the business owns its claims data as the pur-
chaser of services, and that business leaders have the right to use 
that data to make informed decisions.

The best-informed decisions are made when business lead-
ers pair their own data with unbiased consultants equipped with 
analytical know-how, pharmacy industry knowledge, and ven-
dor insight to negotiate better PBM contracts. This will ensure 
they have a clear understanding of the terms and conditions that 
are often the source of hidden costs — even definitions left in or 
out of a contract can be financially devastating.

This is especially true when it comes to “guarantees.” Aver-
age Wholesale Price (AWP), with its associated “discount,” is 
the common method for evaluating PBM financial performance 
(aka “Any Wild-assed Price” or “Ain’t What’s Paid.”) Because it 
is often confusing and misleading, AWP can reduce leverage in 
negotiations.

Another issue is distribution channel pricing variability, such 
as mail order and specialty. Mail order prescriptions could actu-
ally be costing you more than the same drug at retail. In contrast, 
some mail order and specialty pharmacies offer services for “cost 
plus a management fee,” which can be far less expensive than the 
AWP model. So, when evaluating a PBM’s channels, businesses 
will want to consider carving out mail order and specialty phar-
macy services from the PBM contract, and determine whether it 
makes sense to leave all of the PBM services with one vendor.

Using strategies like these, the state employee health plan for 
New Jersey has already saved over $2 billion on drug spending. 
Caterpillar didn’t see overall healthcare costs go up for a decade 
despite only focusing on drug procurement. Pacific Steel’s Rx 
procurement strategy was a big part of their effort to rid them-
selves of profiteering and resulted in dropping their spending by 
more than 50%. And many much smaller health plans are seeing 
similar savings using exclusively high-value PBMs. Our move-
ment’s experience has been that pharmacy spending can be cut 
20%-30%, resulting in an overall health care spending reduction 
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of 5%-10% depending on how heavily drugs are used in a health 
plan.

All this is a testament to the fact that knowledge is, indeed, 
power in a health benefits transformation. What’s equally pow-
erful, however, is value-based primary care.

Step 4. Add Value-Based Primary Care
There is no well-functioning health care system in the world 

not built on proper primary care. The same can be said about 
health plans.

The difference between “proper” and “improper” primary 
care is a matter of fee-for-service (FFS) primary care versus val-
ue-based primary care (VBPC). The former is sadly the status 
quo, in which most primary care practices are owned by health 
systems/private-equity firms and serve as milk-in-the-back-of-
the-store to drive patients to high margin services.

In this fee-for-service system, every service and procedure 
have a charge — and businesses are billed for each regardless of 
how helpful they are to the beneficiary. As a result of this flawed 
incentive structure, primary care appointments are usually very 
short and often drive referrals to unnecessary, high-margin ser-
vices such as scans and specialists. It also has a tendency to result 
in an over-reliance on prescriptions.

While Steps 1-3 are changes that can be made invisible to 
the employee, this step is clearly visible to members — in an 
incredibly positive way! Did you know that 75% of Americans 
surveyed didn’t have a relationship with a primary care physi-
cian? A Walmart vice president shared that surveyed shoppers 
(each week they see 140 million Americans) who were asked if 
they had a relationship with a primary care physician, and only 
50% said they did. Of the 50% who said they did, only half could 
name their doctor or said they had seen him or her in the last two 
years. Outdated health plans have enabled this and systemati-
cally decimated primary care over the last two decades.

By comparison, in a value-based system, providers typically 
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charge a monthly, quarterly, or annual membership fee that cov-
ers all or most primary care services including acute and preven-
tive care. The fee is paid out of an individual’s own pocket, by a 
sponsoring organization such as an employer or union, or by a 
health plan offering commercial or government programs, such 
as a Medicare Advantage plan.

Most commonly, the practice has been devoted to the par-
ticular sponsoring entity (e.g., an onsite or near-site clinic for 
employers/unions), but models that serve multiple clients are 
maturing. Direct primary care (DPC), which offers care directly 
to individuals, plan administrators, and employers in a range of 
practice models from solo practitioners to national organizations, 
is one example of that.

Without the overhead that FFS carries, VBPC practices can 
offer a more proactive care model that delivers a substantially 
better experience for patients, often in one or more of the follow-
ing ways:

• More time with their provider
• Same day appointments
• Short or no wait times in the office
• Better technology, e.g., email, texting, video chats, and 

other digital-based interactions
• 24/7 coverage by a professional with access to their elec-

tronic health record
• Far more coordinated care
• Improved provider experience and professional satisfac-

tion, which, in turn, is known to improve the quality of care

From a business standpoint, this model can also lead to 
significant reductions in downstream costs. The better-qual-
ity care from the outset means less follow-up care — and asso-
ciated spending — is needed later. And when the focus shifts 
from reactive, episodic care to a continuous care relationship that 
takes lifestyle factors and chronic illness into consideration, high-
er-quality, preventive care management will lead to better health 
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outcomes — and potentially less spending — year over year.
When coupled with the other steps, organizations such as the 

Bennett School District, Pacific Steel, and Rosen Hotels are liter-
ally spending half what other employers are spending per capita. 
For a low-margin business, that can mean the equivalent of a 25% 
increase in sales revenue. For a budget constrained organization 
such as a school district, it’s the difference between maintaining 
programs and providing teacher raises versus what’s happening 
in too many school districts — cut programs and cost-shifting to 
teachers.

I’ve seen multiple organizations — and even entire commu-
nities — transformed by employers prioritizing value-based pri-
mary care and using saved dollars for higher and better purposes 
(see books and website for case studies), none better than Rosen 
Hotels. My TED talk takes a deeper dive into the details, but in 
short: Rosen Hotels spends 55% less per capita on health ben-
efits than the average employer, connecting their employees to 
not only value-based primary care physicians, but physical ther-
apists, behavioral health specialists, health coaches, and other 
health professionals.

Step 5. Leave Behind Value-Extracting  
PPO networks

At this point, leaders may be wondering, “What about all the 
other clinics and hospitals outside primary care my employees might 
have to visit? How will I be able to ensure lower-cost, high-quality care 
in other areas?”

The answer savvy benefits advisors will be: Do not stick 
with your old PPO network. In fact, the physicians described in 
Step 4 are aware of this and are integral in guiding their patients 
to high-value health care delivery organizations.

Wise health care purchasers evaluate pricing in health care 
by looking at what is being charged as a percentage of Medi-
care pricing. Why? Because Medicare uses a rigorous process to 
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develop pricing that considers actual hospital costs (which are 
often inflated) and market variances. It is common for PPO net-
work pricing to be 3–5 times Medicare rates or, as it is often called, 
“300% of Medicare” or “500% of Medicare.” Yes, you read that 
right. Despite hospitals being legally bound to report costs to the 
federal government that Medicare rates cover, they price gouge 
at many times that rate. While there are some markets where 
average commercial payer pricing is lower, there are many more 
where the number is significantly greater — as high as 1,000% of 
Medicare in some places. In contrast, independently owned med-
ical practices typically are paid between 90%–120% of Medicare 
rates and are quite profitable.

Note: Rural and critical access hospitals are exempted from these 
generalizations. They refer to well-heeled hospitals in urban cen-
ters and the suburbs.

A common trope by highly profitable hospital chains is to 
claim they “lose” money on Medicare. Despite health outcomes 
that are inferior to the rest of the developed world, U.S. hospitals 
charge far more than the rest of the world on just about every-
thing. Said another way, they are very inefficient operations. At a 
recent Health Rosetta Summit, one of Fortune’s 50 Greatest Lead-
ers, Marilyn Bartlett, reported on the “Follow the money” study 
she has been doing for RAND. She outlined the myriad other 
payments hospitals — especially tax-exempt hospitals — receive 
that cover so-called “underpayment” by Medicare and Medicaid 
that are often left out of calculations. They also leave out the vast 
sums many make through a program called the 340B program 
that allows tax-exempt hospitals to get extremely low pricing 
from pharmaceutical companies, yet they charge the typical high 
prices to employers. In other words, the profit shifts from the 
pharmaceutical company to the hospital.

To add insult to injury, PPO networks charge access fees of 
$12-$20 per employee per month (PEPM) for what you might call 
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the privilege of wildly overpaying for health care services. The 
story insurance carriers continue to push on employers is that 
their employees won’t be able to see a doctor or be admitted to a 
hospital outside the PPO network relationship. This is every bit 
as ludicrous as it sounds. Care provider organizations are often 
eager to develop direct payment arrangements that are far better 
than typical PPO rates.

The business leaders that choose to take care provider 
organizations up on that offer through reference-based-pricing 
— where they shop around and negotiate for prices for certain 
procedures/services off of what Medicare pays — will often pay 
roughly 150% of Medicare rates. Their logic is that the govern-
ment has arrived at a price that would enable health care orga-
nizations to sustain themselves, so hospitals should be willing to 
take a 50% premium on top of that. Some accept 120% or less—
still far better than what the PPO offers.

With some help from Health Rosetta-certified benefits advi-
sor Scott Haas, Pacific Steel did this and cut spending in half. 
By directly contracting with nearly 5,000 provider organizations, 
which were more than happy to do direct deals, Pacific Steel went 
from spending over $8 million to under $3.5 million.

However, if a business leader and their benefits advisor is 
going to go through all the work of reaching out to the best phy-
sicians, specialists and even centers of excellence — they need 
to make sure employees utilize them. Otherwise, all will be for 
naught and both the business and their employees could wind 
up spending significantly more than you must.

Some ways for business leaders to ensure employees visit 
their specified medical professionals is to offer incentives like 
waived copays, coinsurance, and deductibles. Another is to offer 
employees customer service-style concierge services. A concierge 
service or navigator can direct employees to the highest-value 
providers. They also give employees easy access to the human 
and other resources they need, including hassle-free appoint-
ment scheduling, medical records transfer, and both web and 
mobile access.
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That’s how it should be, and that’s how it can be. With some 
help and guidance from properly aligned benefits advisors, it’s 
never too late for leaders to start over — setting themselves up 
for success in the long-term and freeing up enough previously 
squandered dollars to get them through any current or future 
economic crisis.

Key Takeaways and Things to Think About:
• There are five straightforward steps to improving benefits 

while lowering health care spending 20%-40% or more.
• Nothing happens until there is a mindset shift. Most 

people mistakenly believe that solving health care is like 
trying to solve Middle East peace. They would like that 
solved to, but it seems hopeless and out of their control. 
Fortunately, proven approaches to slaying the health care 
cost beast abound in every corner of the country, in rural 
and urban settings, in large and small organizations and 
in public and private sector plans.

• Hardly a health plan exists that does not need a serious 
case of spring cleaning. Some employers have found 
$1,000 of savings per employee per year just by getting 
rid of junk fees, conflicts-of-interests and watching over 
claims even through outdated health plans. As employ-
ers understand the level of shenanigans in their contracts, 
they become open to where the bigger opportunities lie 
such as moving to post-PPO health plans. Without clean-
ing up damaging contractual terms, some strategies such 
as direct contracting with willing and able local providers 
are barred. 

• Shenanigan-central is the drug portion of your health plan. 
Countless employers have dropped their Rx spending in 
half without employees noticing other than if cost-sharing 
is removed due to wiser drug procurement.

• The first change that is noticeable to employees is adding 
proper primary care which many have forgotten exists. 
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Employees are delighted when they can access their doc-
tor 7x24 and via modern methods rather than waiting 
weeks to get in and then still having to wait for an inter-
minable time in a waiting room (aptly named!). Let’s not 
forget that it is impossible to price gouge or surprise bill a 
patient for an ER visit that never happened.

• The last step is the one that has the highest reward. How-
ever, it is the one that requires thoughtful planning. In the 
hands of amateurs, leaving behind value-extracting PPO 
networks can create problems for members such as bal-
ance billing. In contrast, a well-planned rollout generates 
a highly positive response from members. Everyone loves 
leaving behind the bewildering array of bills, EOBs (that 
do not really explain anything) and financial stress of 
astronomically high deductibles. Instead, wise employers 
have members champions that help guide people to the 
highest value providers. The only paperwork the member 
deals with is a thank you survey. 
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CHAPTER 10

CREATING A COMMUNITY-
OWNED, PARENT-APPROVED 

HEALTH PLAN
l

The word “local” takes on multiple meanings in this book. In 
the last chapter, LOCAL was used as an acronym to walk 

leaders through the steps they need to take to reduce their annual 
health care spend. In this chapter, the term will be used to explain 
what should be at the heart of every health plan: the local com-
munity.

Understanding COHPs
Unfortunately, as it stands today, many community health 

care systems are controlled by out-of-town owned health sys-
tems and health plans. That can mean that over 50% of so-called 
“healthcare dollars” are extracted out of local economies. Yet, the 
health care system only drives less than 20% of health outcomes.

Often, the dollars being extracted out of local economies are 
dollars that were previously being spent on education, human 
services, public health, public safety, mental health, and local aid, 
aka the “social determinants of health” that drive approximately 
80+% of health outcomes.

It is quite clear that status quo health plans have it all back-
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wards – taking money away from the things that would actu-
ally improve healthcare and wastefully dumping substantial 
sums into things that only aim to address symptoms of underly-
ing issues. High-performing, “community-owned” health plans 
(COHP) do the opposite, focusing on the unique needs of the 
local community and working to address them before they bal-
loon into bigger, more expensive problems.

Leaders who have done the initial work of going through the 
LOCAL steps described in the last chapter should head in this 
direction next – for both financial and moral purposes. COHPs 
eliminate shareholder profits and/or extravagant executive sal-
aries – common in so-called “non-profit” health plans/systems 
– as the central guiding principles and mission of the healthcare 
system, and as a result, produce lower costs and improved levels 
of care. COHPs prioritize the totality of health – not just institu-
tional healthcare – and provide better working conditions and 
motivation for caregivers.

They do this by having leaders – be they consumer coopera-
tives, employers, unions, local governments, or any other entity 
that manages the health plan – shift from a health plan “renter” 
mindset to a health plan “owner” mindset. As “member-own-
ers,” organizations are incentivized to tailor their health plan to 
meet their unique needs, or in other words, the needs of their 
beneficiaries.

The best way for member-owners to meet the needs of their 
beneficiaries is to connect them with a strong, local, and properly 
resourced primary care team. This team can help beneficiaries 
organize and interface with other facets of medical care (e.g., spe-
cialty care) when it is needed, and mitigate the impacts of the 
social determinants of health that could be present in their com-
munity.

Primary care providers in COHPs need just four things to be 
successful:

1. A clear area of responsibility
2. Clear service and quality markers to monitor
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3. Freedom to innovate in how to address their population’s 
needs e.g., home care, office visit, phone care, virtual visit, 
etc.

4. Flat monthly payment that is age and sex-adjusted (in 
industry parlance, “global capitation” like in Medicare 
Advantage programs).

This stands in stark contrast to traditional health plans, in 
which the administrative hassle is maintained by carriers to justify 
their control, independent of medical necessity. Similarly, the pri-
mary success metric of traditional health plans with disinterested 
and distant shareholders is the profit/volume of healthcare ser-
vices – not, as it should be, the well-being of its members.

The Impact of COHPs
We are seeing dramatically better value from health plans, 

like COHPs, that focus on the well-being of its members.
The Southcentral Foundation of Alaska’s Nuka System of 

Care is an excellent example. In it, the health care system is built 
by and around the local community. Its success is defined by the 
positive outcomes of its plan members, meaning that the local 
physicians do everything they can to address social determinants 
of health and empower patients to lead healthier lives.

As a result of The Southcentral Foundation embracing this 
community-owned approach, from January 2000 to 2017, they 
saw a 40% decrease in ER visits, as well as a 36% decrease   in hos-
pital stays. They also saw overall health care spending dramat-
ically slow: Between 2004 and 2009, annual per capita spending 
on hospital services grew by only 7% while primary care spend-
ing remained below the national index.

Two other great examples can be found in Pacific Steel & 
Recycling and Rosen Hotels & Resorts. Through a combination 
of reference-based-pricing and paying attention to the quality 
of care they were paying for, Pacific Steel & Recycling reduced 
its healthcare spending by over 50%, savings that translated into 
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working class employees retiring with 7-figure retirement nest 
eggs due to the company’s ESOP. And at Rosen Hotels & Resorts 
– despite having a significant disease burden in their workforce 
(e.g., 56% of their pregnancies are categorized as high risk) – 
there’s still money left over to invest in the surrounding commu-
nity. The result is not only better health, it’s minuscule amounts 
of opioid addiction issues, less crime (a reduction of 78%), and 
dramatically improved high school graduation rates.

Securing “Parent-Approval”
Health and wellness, crime, education – these are the kinds 

of things that parents worry about. And seeing as they all, indeed, 
connect, one could make the case that the best health plans are not 
only the ones that are community-owned, but ones that would be 
“parent-approved.”

Creating a parent-approved health plan means always search-
ing for ways to get more value; to see better health outcomes, as 
well as more savings that can be used for higher and better pur-
poses. To do that, it helps for leaders and their advisers to keep 
Health Rosetta’s core tenets – HEALTH (for short) – in mind:

• Health professionals are incredibly compassionate peo-
ple who are well trained and want to do good. But just 
like patients, health professionals want to see and be seen. 
Just like patients, they want to hear, and be heard. And 
just like patients, they want to feel, and be felt. In other 
words, health professionals desire to be unleashed from 
a system that does not allow them to love their patients 
to health, freely and fully. This means they do their best 
work independent of stifling administrators and bureau-
cracy in an environment that loves and respects their 
work. Aligned professionals keep their patients out of 
harm’s way including overtreatment or low value care 
and institutions. When they have time, they can lay out 
all the care options.
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   Health plan implications: Health Rosetta actively 
seeks out and supports independent, empowered medical 
practices and hospitals. The “magic” of patient-caregiver 
partnership returns when administration goes away or 
moves into the background where it belongs. Technology 
should be at the service of the patient rather than a tool for 
profiteering.

• E-Patients are smart but frustrated they cannot be health-
ier. [Note: “E-patients” are a large patient movement that 
defines the “e” as equipped, enabled, empowered, and 
engaged in their health and health care decisions.] Every-
day living presents many obstacles that can be overcome 
when caregivers are aware of them, which is why indi-
viduals need the health system to be fully engaged with 
them on a regular basis – not just during visits. Achiev-
ing full health is always the overarching goal. That is why 
communication is the most important medical instrument 
out there. It drives action and builds trusted relationships, 
and given the tools that are now available, the good news 
is that communication has never been easier. Individuals 
and their dedicated, committed caregivers are the greatest 
untapped sources of information, knowledge, and moti-
vation, and empowering them to work together will opti-
mize care. However, the full benefits of this will only be 
realized when there is already a strong foundation, that is, 
when patients can understand the health risks that come 
along with their health choices.

   Health plan implications: Health Rosetta plans and 
systems are designed so individuals can stay healthy, tak-
ing as few drugs and having as few procedures as pos-
sible. Maintaining and optimizing health, rather than 
maximizing profit and revenue, is always the priority. We 
recognize that many times, the best place for interaction 
between the clinician and an individual isn’t at the clinic 
but in the comfort of an individual’s home via phone, 
email, and other digital tools, or even in a social setting 
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such as schools, churches, or other community organi-
zations. Plan design must support this, including using 
Health Rosetta Dividend money for things outside of the 
traditional health care system. Health plans should enable 
a health “ownership” versus a “renter” mentality run by 
“slum lord” absentee owners (i.e., profiteering carriers 
and health systems).

• Avoid waste. Approximately 50% of the $3.5 trillion 
health care industry is waste. The more health money 
that’s spent upstream and outside the expensive, waste-
ful, unnecessary, and redundant health care system, the 
more money is freed up for maintaining and optimizing 
health by investing in what actually drives 80% of health 
outcomes – social determinants like housing, education, 
food scarcity, etc. Previously squandered money will be 
there to address the truly catastrophic events, whether a 
serious medical condition or the need to have caregiver 
help. This concept can also be applied to individual treat-
ment; when it comes to health care, often less is more, and 
in many cases, no treatment is much better than any treat-
ment.

   Health plan implications: Avoiding waste allows 
Health Rosetta to make investments in long-term health. 
Every health plan should include a Health Rosetta Divi-
dend plan with a dashboard comparing actual spending 
versus company and overall industry trends. Develop a 
Health P&L, in which profits include proven non-care 
health investments, increased pay/ bonuses, and reduced 
cost sharing, while losses reflect increased spending on 
health care.

• Local health starts at home. Local health starts at home 
and moves out in concentric circles, and the closer health 
investments are made to home, the higher the yield. It 
makes sense: Communities are best suited to understand 
and address their own problems, and when health dol-
lars are re-localized, there’s sufficient funding to address 
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those items requiring investment in education, mental 
health, social services, public health, and more.

   Health plan implications: Plan design should always 
optimize care that can be delivered close to or in the home, 
whether this means supporting local, independent med-
ical practices or providing tools for self-care, family care-
givers, and professional home care. Local public entities 
(towns, counties, school districts) can and must become 
market accelerators and bully pulpits for re-localization, 
because health care costs are intimately linked with all of 
these vital entities.

• Trust is built through transparency and openness. Trans-
formation is dramatically accelerated through openness 
– sharing ideas, and the transparent open flow of infor-
mation – as transparency quickly builds a sense of trust.

   Health plan implications: We will be open with 
the Health Rosetta blueprint, sharing results (good and 
bad) and our business relationships. We will expect and 
demand full transparency (well beyond pricing) from 
providers of care and administrative services.

• Human-centered health plans restore health, hope, and 
well-being. Humane health plans are built on humility, 
integrity, and generosity. Humility is thinking of others, 
recognizing that caregivers and individuals together 
deliver the best outcomes. Integrity includes making 
individuals aware of all options and the accompanying 
tradeoffs. When individuals are given full and uncon-
flicted information, they typically choose the least inva-
sive option; when they do not, a humane health plan 
allows them to make that choice with as few constraints as 
possible (given resource limitations). A person may have 
diabetes, but they still want to live their best life possible.

   Health plan implications: Whatever the business 
or clinical challenge, we will seek out what’s best, not 
necessarily what sounds best or what generates the most 
revenue.



Relocalizing Health: The Future is Local, Open and Independent

129

Often, following these tenets will lead advisors to implement 
these fundamental health plan components:

• Transparent advisor relationships. All direct and indirect 
revenue sources/benefits that advisors receive are dis-
closed to their clients.

• Active ERISA plan management.  Employers deeply man-
age budgets in every other area of spending. Why not 
health benefits? Internal fiduciary oversight is critical.

• Value-based primary care. Properly conceptualized and 
incentivized primary care is the frontline of defense 
against downstream costs.

• Individual stewardship. Navigating health care is com-
plex, even for those of us in the industry. Employees need 
access to trusted, aligned resources.

• Transparent open networks. Cost and quality are often 
inversely correlated in health care: Focusing on better 
quality and outcomes is the path to lower costs. This is 
particularly true when addressing high-cost outlier claims 
that make up most of the spending.

• Transparent pharmacy benefits. Purchasers need true 
transparency of data to control decision making.

• Investment in high-value alternatives (e.g., centers of 
excellence) rather than low-value plan parts (e.g., work-
place wellness programs).

Low-value vs. High-value components

Workplace Wellness Programs

One area of widespread spending that typically has little 
benefit – and no cost savings – is workplace wellness programs. 
Promotion of wellness programs has been a particularly deft 
move by health insurance companies to distract from their eco-
nomic incentive to raise health care costs. For someone not pay-
ing attention, it seems plausible that the fattening of America is a 
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primary driver of increased health care spending (it is not). There 
are numerous other, much bigger cost-inflation drivers, even if 
the so-called wellness programs were effective (few are).

To start, they are usually sold on mathematically impossi-
ble ROIs and undisclosed commission models that enormously 
benefit brokers. This has caused Al Lewis, former workplace 
wellness industry proponent turned leading critic, to offer a $3 
million reward to anyone who can prove that the industry has 
reduced employers’ medical claims costs enough to cover its $8 
billion annual cost. So far, his money is safe.

By way of background, Lewis was a workplace wellness 
industry insider, called one of the founding fathers of disease 
management. Now, he is CEO of Quizzify, a provider of employee 
health literacy programs, and author of several best-selling books 
on measuring the outcomes of employee health-improvement 
programs, especially workplace wellness programs. (Check out 
Surviving Workplace Wellness and Why Nobody Believes the Num-
bers.)

Promoters place workplace wellness programs among 
the most important advances in medical history, equivalent in 
impact to vaccines and antibiotics (their words). Detractors call it 
a “scam.” An entire website, www.theysaidwhat.net, is devoted 
to exposing its many alleged lies and misdeeds.

Obviously, it cannot be both a significant advance and a total 
scam. It’s critical to know which though, because there is a very 
specific distinction between workplace wellness programs and 
everything else in this book. Whereas everything else is an unfor-
tunate byproduct of insuring your employees in today’s status 
quo market, these programs are a totally optional undertaking.

Workplace wellness program fees typically cost employers 
$100 to $150 per employee per year: plus a similar amount in 
employee incentives to encourage usage; plus lost work time 
to participate in screening programs and complete health risk 
assessments; plus, administrative time to ensure compliance with 
relevant laws and regulations. Add these up and you start to see 
that the total costs are much more than just vendor fees. All this 
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to generate great employee dissatisfaction, judging by the fact 
that a 2016 Slate article entitled “Workplace Wellness programs 
are a Sham” generated more shares than any other Slate article on 
either health care or the workplace that year.

Lewis advocates a much simpler approach to preven-
tive care: regular screenings based on well-established clinical 
guidelines developed by the U.S. Preventive Services Task Force 
(USPSTF), an independent, volunteer panel of national experts in 
prevention and evidence-based medicine. To balance the harms 
of over-screening, misdiagnosis, and overtreatment against the 
benefits of early detection, the USPSTF guidelines recommend 
far fewer blood screenings, far less frequently than most ven-
dors advocate. These guidelines are easily accessible through the 
Choosing Wisely initiative, a partnership between the American 
Board of Internal Medicine Foundation and Consumer Reports 
that seeks to advance a national dialogue on avoiding wasteful 
or unnecessary medical tests, treatments, and procedures.

Centers of Excellence

Connecting employees who need care to the best-possible 
places is just as important as making efforts to keep them healthy. 
After all, sometimes potentially expensive surgeries and proce-
dures are necessary no matter how hard you try to prevent them.

Wise leaders and benefits advisors plan for this in much the 
same way they plan out their primary care foundation; they seek 
out the hospitals and surgery centers that boast the best results 
at the lowest total cost. But they don’t stop there and for good 
reason.

Tom Emerick, a consultant on health care benefits admin-
istration, founder of Edison Health, and coauthor of Cracking 
Health Costs and An Illustrated Guide to Personal Health, compiled 
30 years’ worth of data from various sources and found the fol-
lowing serious health conditions and their typical misdiagnosis 
rates:
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• New cancer cases – 20%
• Spine surgery – 67%
• Orthopedic surgery – up to 30%
• Bypass surgery – 60%
• Stents – 50% in some parts of the United States
• Solid organ transplants – 40%

If accurate and poorly managed, cases in any of these areas 
could easily cost employers tens of thousands of dollars. And 
even if the hospitals they select for their beneficiaries are pretty 
darn good, looking elsewhere, toward what is called a center of 
excellence, could make a gigantic difference.

Centers of excellence are medical centers that specialize in 
certain high-risk and usually high-cost areas like cancer, organ 
transplants, heart surgery, etc. Care isn’t “one-and-done” so to 
speak but managed from start to finish. As Emerick puts it:

“A center of excellence typically offers the complete con-
tinuum of care for a chronic disease or acute condition such as 
diabetes or breast cancer, from diagnosis to treatment to reha-
bilitation, at lower costs than less capable providers. These cen-
ters are fundamentally focused on patient care more so than on 
research or education, although they likely do both. They prac-
tice medicine using a team-based, data-driven, and accountable 
model. They perform high volumes of complex surgeries with 
great outcomes, yet they are more likely to recommend nonsur-
gical treatment plans whenever appropriate.”

Within a center of excellence, a patient will see and frequently 
interact with a multidisciplinary team of specialists, receiving 
not only more thorough care but a wide variety of honest, unbi-
ased opinions about different options, surgical and nonsurgical, 
in large part because bundled payments replace fee-for-service 
payments.

Leaders interested in engaging with centers of excellence 
should start by looking at Health City Cayman Islands, Mayo 
Clinic in Minnesota, Virginia Mason in Washington, Mercy 
Hospital in Missouri, Intermountain Healthcare in Utah, Kaiser 
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Permanente in California, Geisinger Health in Pennsylvania, 
and Baptist Health in Arkansas. However, it is imperative to 
remember that excellence is not absolute: Centers of excellence 
should only be used for the procedures and specialties they’re 
best known for, not anything and everything.

Conclusion
Healthcare is not one size fits all. Each individual person 

has unique health needs, and the only way those unique needs 
will be met is if leaders design their health plans to be communi-
ty-owned and parent-approved.

Once that plan is designed, the next step is for leaders to 
make sure their organization uses it through effective change 
management. The next chapter breaks that process down into 
concrete steps.

Key Takeaways and Things to Think About:
• Health starts at home. The best health plans are those that 

are rooted in the community and that serve the commu-
nity, mitigating social determinants of health, improving 
outcomes, and freeing up previously squandered health-
care dollars.

• Investing in local primary care practices/physicians is 
critical. There is no high-function health care system in 
the world not built on it, and U.S. primary care must be 
rebuilt from the ground up.

• Leaders should look at their health plan from a parent 
perspective, as health, public safety, education, and other 
issues are inherently linked. By improving one, leaders 
can improve others.

• Wellness programs are optional, and money is better 
spent on what truly drives health and well-being, such as 
value-based primary care.
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• There are extraordinary rates of misdiagnosis and over-
treatment that put patients in harm’s way. The savings 
from avoiding complications, misdiagnosis, and over-
treatment more than pay for the extra cost of travel to 
world-class centers.

• The highest quality centers have a team-based model that 
allows for more accurate diagnoses and more appropriate 
treatment plans.
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CHAPTER 11

LEADING CHANGE
l

Those who have had the most success transforming benefits 
for their organizations have realized that great plan design 

alone is not enough. That is, they understand that even improve-
ments require leadership to bring everyone along, whether they 
are rank and file or senior executives. In this chapter, we outlined 
10 steps that ensure success.

Step 1: Help Employers Treat Employees 
Like Their Most Valuable Asset

Even if they think they do, most employers do not truly act 
on the phrase “employees are our most valuable asset” because 
they aren’t actually aware of what their employees want most. For 
example, some CEOs assume they need to offer higher salaries and 
more vacation days to make workers feel valuable, when employ-
ees care more about something that’s not quite as glamorous.

What employees often want is better health benefits.106 And 
no, giving them that is not as simple as tacking on an expensive 
and ineffective workplace wellness program.107

One irony is that despite being in an organization of fewer 
than 10 people, my benefits package is better than when I was 
at Microsoft during their heyday, when I did not pay a dime for 
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anything. Why? Back then, Microsoft did not guide me to high-
value, unconflicted primary care; I was left to figure it out on my 
own. Like most people, I was not aware of how the big health 
system in town was – and is – a haven for overtreatment108 that 
puts people in harm’s way. Now I have a primary care doctor 
who will guide me to a high-value medical center that won’t 
perform unnecessary, inefficient procedures; one example is the 
well-regarded Virginia Mason Medical Center in Seattle,109 which 
realized that 90% of its spinal procedures didn’t help and that 
physical therapy would have been more beneficial–and changed 
accordingly.

Designing health plans that cover providers like these comes 
with challenges, but the rewards are immense. It starts with 
employers switching from a carrier-controlled, fully-insured 
plan purchased from a mainstream insurance carrier to a self-in-
sured plan110 where they pay directly for their employees’ med-
ical expenses. (The fact is they were already pre-paying for care 
but also for a boatload of bureaucracy). Being self-insured, how-
ever, will not generate maximum value if employers continue to 
use the same carrier-provided tools that have created some of the 
lowest Net Promoter Scores111 – measures of customer satisfaction 
– in any industry. These status quo approaches have put employ-
ees in harm’s way medically and financially, and they persist 
today.112

When employers shed old-line approaches and their benefits 
advisors craft plans centered around value-based primary care – 
where physicians are paid for positive outcomes as opposed to 
being paid for every service or test they administer (fee-for-ser-
vice care) – they can see tremendous improvements in employee 
satisfaction and a 20% or more reduction in health care costs. For-
ward-looking employers are reinvesting those previously squan-
dered dollars, what we call the Health Rosetta Dividend, into 
what truly drives health outcomes.
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Figure 12: Image Credit: Cascadia Capital LLC113

This approach keeps employees happy and healthy; allows 
employers to invest in the local community or grow their busi-
ness; and also helps solves a multitude of other public health 
issues like the opioid crisis.114 And yet, despite these many ben-
efits, there’s still an abundance of employers who haven’t made 
the switch.

I understand that there’s comfort in the status quo, even if we 
know deep down that it is not the best. It is basic human nature 
to be fearful of the great unknown and not want to take on the 
work that usually accompanies change. Still, this is not a good 
enough justification for avoiding it. Change is necessary for any 
organization to thrive, and we should never settle for something 
that’s “just OK,” especially when lives are concerned.

The good news is that I have seen the light at the end of the 
tunnel. I know that change can happen because I have worked 
with employers who have chosen the road less traveled and truly 
demonstrated that their employees are their most valuable asset. (It 
also does not hurt that their businesses are excelling as a result.)115 

Even better, I am confident other employers can get there too, pro-
vided they have the right benefits advisor, take the right approach 
to leading change, and create a sense of urgency early.



Relocalizing Health: The Future is Local, Open and Independent

138

Step 2: Create a Sense of Urgency – Why 
Change Now?

An unfortunate example of status quo health care was 
brought to light recently by LA Times reporter Noam Levey.116 

Levey helped tell the story of middle-class families who are 
being crushed by ever-increasing out-of-pocket costs – costs their 
employers are passing along in a desperate attempt to keep down 
monthly premiums.

And yet, for every story like this that emerges, there are still 
millions of people who perceive their current circumstances to be 
good enough, often because they haven’t had a recent medical 
event and thus haven’t experienced how their health plan lets 
the health care industry extract as much money as possible out 
of their pockets. They don’t want to see changes in their employ-
er-sponsored insurance plans because they’ve been conditioned 
to understand that any change will likely make things worse; leg-
acy insurance carriers are good at using FUD tactics117 to keep 
their accounts.

The COVID-19 pandemic has also highlighted the failings 
of and collateral damage from status quo approaches to health 
plans. As outlined earlier in the book, the pandemic was made 
worse by a hospital-centric system that devastated the most 
effective methods of slowing pandemics – strong public health 
departments and proper primary care. Since most Americans 
don’t have ongoing relationships with a primary care physician 
anymore, they end up in the hospital where there is already infec-
tion and potentially an overburdened facility. 

That is why it’s crucial for benefits advisors to help employ-
ers take employees through the following stages:

Request Suspension of Disbelief

First, employers must ask that individuals suspend their 
current beliefs about health care finance and delivery as simply 
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not true, backing this up with a data-driven explanation of how 
health care actually works and its impact on their well-being, and, 
critically, assuring them that there’s already a broadly proven 
solution – one that will reward their patience and cooperation.

Outline Dysfunction

People will be most moved when they stop thinking of health 
care as the medium through which their ailments are (hopefully) 
cured and start viewing it as a poorly run business instead. In 
effect, it is by far the worst-performing supply chain partner 
for most organizations. After all, in what other sector would we 
accept paying more and getting less every year? Learning that 
their hard-earned, high-deductible dollars feed into a system 
that’s one-third118 to one-half119 waste – that adds no value and is 
often harmful – will get their interest, believe me. Showing them 
how the current fee-for-service system is rigged against them120 

and is unsustainable in the long-term will light a fire.
Employers should remind workers that the U.S. is the undis-

puted world leader in medical-bill-driven bankruptcy – the No. 1 
cause of bankruptcy for Americans. What is worse, 70% of those 
people had health insurance. This is because status quo health 
plans have used a blame-the-victim approach to health plan 
design.

Soon, employees will start to connect the dots. That time 
they got a surprise bill in the mail and weren’t sure why a visit 
to an in-network hospital left them with a thousand-dollar bal-
ance? How difficult it always seems to be to make a primary care 
appointment? And how once they get in, tests are done but they 
are not cured and must go back later? When the inefficiencies and 
lack of transparency add up, everything will start making sense.

While those wheels are turning, benefits advisors can help 
employers really drive home their argument by reiterating the fact 
that they are all paying dearly for this very low-quality, high-cost 
care. Even worse, the money being spent is money coming out 
of wages; since 2008, employee family premiums have increased 
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by 55%, two times faster than wages and three times faster than 
inflation, but doctors and nurses aren’t seeing the increase in 
their own compensation.121 The median household spends more 
on hospitals – not health care overall, just hospitals – than on 
federal taxes. You might call this taxation without representation.

Figure 13: “In 2018, the Average Family Paid More to Hospitals than to the Federal Government in 
Taxes.”122

Figure 14: Stock price history for publicly traded health insurance companies and 
S&P index, March 6, 2009 to April 14, 2015

Where have those hard-earned dollars gone then? The 
graphic above will give you a clue. That’s stock growth that Jeff 
Bezos would be proud of. 
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Figure 15: “Senator Sanders: No, Saving Hospitals Actually Isn’t a Solution to Our Broken Healthcare 
System.”123

Employees need to understand the wealth transfer from the 
working and middle class to a wildly underperforming health care 
system. We spend twice what most developed countries spend 
and have the worst health outcomes, so once again, where has all 
that money gone? The following two graphics start to explain it.

Figure 16: “Senator Sanders: No, Saving Hospitals Actually Isn’t a Solution to Our 
Broken Healthcare System.”
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Note that the tax-exempt health systems not only charge an 
arm and a leg, they do not pay local or federal taxes: 7 of the 10 
most profitable hospitals are so-called “nonprofits.” Often prof-
its are buried in more real estate to fuel their edifice complex, 
taking even more valuable real estate off local tax rolls. Mean-
while, the CEOs of these tax-exempt health systems are among 
the most highly compensated, demonstrating a complete discon-
nect between high pay and strong health outcomes.

Figure 17: “Top U.S. ‘Non-Profit’ Hospitals & CEOs Are Racking Up Huge Prof-
its.”124

The other destination of 20 years’ worth of lost wage increases 
for the working and middle class is in the pharmaceutical arena. 
Not to let the drug companies off the hook, but do employees 
know that eight of the Fortune 50 companies primary or most 
profitable business isn’t from making drugs, but administering 
drug plans (e.g., distributors and PBMs)?

Make It Meaningful

Employees also need to understand the long-term effects of 
a standard health plan. That explanation starts with a description 
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of what care delivery looks like in the status quo fee-for-service 
care setting, where providers aren’t held accountable for out-
comes and where their health system often pushes them to order 
unnecessary and even harmful tests and procedures. To show 
them just how devastating this can be when replicated across the 
entire country, employers should make crystal clear the connec-
tion to today’s opioid crisis – a self-inflicted wound by a wildly 
dysfunctional health care system paid for by dollars that should 
be in the employees’ pocketbooks.

Especially if employees have children of their own, this 
example will really resonate. So many people have been person-
ally touched by the opioid crisis, whether through a family mem-
ber or friend. And now, history is repeating itself in the form of a 
dependence on and addiction to benzos like Xanax and Valium, 
with similarly deadly consequences being funded by your health 
plan dollars.

No one wants to be viewed as the generation that allowed 
the creation of another public health disaster, and when they 
understand that their company’s old health plan is a key enabler 
of the opioid crisis, employees will find it easier to part ways 
with it. And that’s how would-be change-makers get others on 
board. Knowledge is power and sharing knowledge is all it takes 
to get employees to realize that health care is expensive and inef-
ficient – but that it does not have to be. Once that registers, ben-
efits advisors and employers will be ready to move forward in 
their drive for better health benefits.

Step 3: Develop a Vision of Better Benefits
Every organization is unique, which means that the how and 

why of an employer’s vision should be tailored to that organiza-
tion’s culture and circumstances.

However, it is not necessary to reinvent the wheel each time. 
Here are some visions that have been embraced by forward-look-
ing organizations committed to turning the tide against health 
benefits that feel like health detriments due to mediocre outcomes, 
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poor consumer experience, and the crushing financial burden 
put on the working and middle class by status quo health plans.

The “Nuts and Bolts” Vision

The most common approach is to focus on the basics:

• Establish a vision for profitability and sustainability. 
Employers should stress that without change, the com-
pany will struggle – and that when the company strug-
gles, so do its employees via reduced benefits, increased 
cost sharing, and flat wages.

• Focus on the fear of missing out (FOMO). Employers 
should tell a story, like the one in which a competing orga-
nization drives change, gains a market advantage, and 
puts their company in the hot seat. More and more orga-
nizations are realizing the benefit of the Health Rosetta 
Dividend, where money previously squandered on waste 
(e.g., overpricing, overtreatment, low-value care) can go 
to improved take-home pay, better benefits (e.g., paying 
for a college education), greatly improved retirement ben-
efits, and company competitiveness.

• Focus on how being a smart consumer will help employ-
ees. Benefits advisors should help employers leverage 
tools like bundled surgery payments, affordable/trans-
parent pharmacy benefits, and patient navigation/con-
cierge services – and then incentivize employees to use 
these services by covering out-of-pocket expenses.

• Create a three-to-five year goal of having better, cheaper 
coverage. The first-year goal could be to reduce costs by 
10% while implementing new, non-carrier programs for 
employees to use. Many such opportunities for improve-
ment do not take a long time to implement, but it’s critical 
to think in terms of three to five years. This helps filter out 
the onslaught of short-term oriented, not to mention inef-
fective solutions that traditional carriers propose.
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• Employers should let everyone know that if the organi-
zation does nothing, there will be cuts, painting a picture 
that everyone will want to avoid.

The 11-Star Vision

Another approach comes from LinkedIn founder Reid Hoff-
man’s interview125 with Airbnb co-founder Brian Chesky about 
how they overcame conventional thinking with an 11-star sys-
tem. It’s a process in which individuals rate their experience 
beyond the conventional 5-star system.

Chesky describes the difference:
“A 5-star experience is: You knock on the door, they open 

the door, they let you in. Great. That’s not a big deal. You’re 
not going to tell every friend about it. You might say, ‘I used 
Airbnb. It worked.’ So we thought, ‘What would a 6-star expe-
rience be?’

A 6-star experience: You knock on the door; the host 
opens and shows you around. On the table would be a wel-
come gift. It would be a bottle of wine, maybe some candy. 
You’d open the fridge. There’s water. You go to the bathroom, 
there’s toiletries. The whole thing is great. That’s a 6-star 
experience. You’d say, ‘Wow, I love this more than a hotel. I’m 
definitely going to use Airbnb again. It worked. Better than I 
expected.’”

Maybe employers don’t need to go up to 9, 10, or 11, but 
if they go through the exercise, there will be some sweet spot 
that’s compelling. When the goal is compelling enough, there 
can be broad-based employee support and “out there” ideas can 
become feasible.

Even though the organization I co-founded has fewer than 
10 employees, we already have a benefits plan better than virtu-
ally any employer in the country – large or small. However, we 
believe we must walk the talk and are striving for more.
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For example, we hope all Health Rosetta-type plans can 
deliver an “11-star” experience in the future that includes these 
benefits:

• Employer provides health benefits with value-based pri-
mary care in a self-funded plan.

• No copays or deductibles for wise decisions.
• All savings go into enhanced pay and profit-sharing.
• Funded college and continuing education for employees 

and their children.
• 26 weeks of family leave for every seven years of ser-

vice (can be used for maternity, paternity, family leave/ 
bereavement and sabbatical).

• Free (or discounted) healthy meals provided seven days/
week (e.g., the Acme Box).

Knowing that we are striving toward these goals creates 
a shared vision that guides our efforts. It may take a while to 
achieve our 11-star vision, but it will help us overcome the inevi-
table speed bumps along the way.

The Community-Owned Health Plan Vision

Community-minded employers, often referred to as those 
that adhere to Conscious Capitalism principles,126 recognize that 
their community is a key stakeholder in their business and that 
most health outcomes are determined by what happens in their 
community – not in hospitals or even the workplace. IBM127 and 
Rosen Hotels & Resorts are two exemplary organizations that 
have acted on this connection. (See case studies.)
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Figure 18: Image Credit: Cascadia Capital, LLC

Not unlike what happened with electrification and tele-
communications cooperatives, health plan choices are limited 
throughout rural America, and the big incumbents either do not 
serve them at all or serve them very poorly. The good news is that 
political leaders are eager for solutions and because incumbents 
do not pay much attention to those markets, innovation can be 
more unfettered. A great example of this is in Alaska, where the 
Southcentral Foundation turned a once-failing health care system 
90% funded by government programs into a two-time Malcolm 
Baldrige Award winner owned by the community. They call their 
model of care the Nuka model.128 “Nuka” is an Alaska Native 
word that means “strong, giant structures and living things.”

A core tenet of the Nuka model is that individuals formerly 
known as patients are referred to as “customer-owners” as they 
have a role in health care’s governance and direction. From a clin-
ical vantage point, despite a vast coverage area and significant 
disease burden, they have seen a 40% reduction in ER visits and a 
36% drop in hospital stays while achieving 97% customer-owner 
satisfaction and 95% employee satisfaction. They’re also in the 
75th to 90th percentile on many health quality measures. No 
flash-in-the-pan, this has been consistently achieved for over a 
decade. The message here: One-size-fits-all approaches from 
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remote, out-of-town headquarters rarely reflect the unique needs 
and priorities of a community. Instead, when health care dollars 
are spent locally, all parties can benefit.

Models such as the Nuka model or what’s happening in 
Jönköping, Sweden,129 are helping us develop our own 11-star vision, 
which includes health and well-being initiatives that recognize that 
at least 80% of health outcomes are driven by nonclinical factors. 
When people see a benefit plan change as a key building block for 
something much bigger, they are inspired to move further, faster.

Increasingly, companies are driving social change.130 It’s 
remarkable when one company’s benefits plan can catalyze a 62% 
reduction in crime and a doubling of high school graduation rates.131 

Imagine the impact of several companies in the same community 
teaming up to solve other challenging, but solvable, problems.

Developing a vision for better health care is a critical step in 
benefits advisors’ and employers’ pursuit of change, and fortu-
nately, they have great options. Only with a clear idea of what is 
ahead will employees see that hard work has a purpose and stay 
on the path.

Step 4: Secure Grassroots Support
Given the previous three steps, most employees will agree 

that a major benefits change is critical. Less obvious to employ-
ers, though, is how important it is to generate support from the 
lower levels of the organization. Often, it is people without any 
traditional, org-chart-based status who can set the tone for how a 
benefits program is received.

These are some things organization leaders, together with 
their benefits advisors, should consider when building an alli-
ance for change:

Start Quietly to Build Success

In the words of one benefits consultant, “I prefer to fight my 
battles as a ninja in the night rather than a soldier on the field.”
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Providing proper primary care is a great place to start help-
ing employees “see and believe” in the health plan transforma-
tion. Even though primary care itself is not a high-cost area, it 
is the linchpin for success with the other key areas of a plan – 
transparent open networks, procedures to treat complex medical 
conditions, and pharmacy benefits.

People who have one trust their primary care physician 
(PCP), especially if that person is employed by a health system 
that allows them to practice in the best interests of patients. Trust 
in PCPs far exceeds trust in health insurance carriers or company 
leaders.

Build from the “Bottom”

A good place for benefits advisors and employers to start 
gathering input is in focus groups and wellness committees that 
include people from all areas of the company – especially some of 
the complainers, high-health plan utilizers, and people who have 
been very unhappy with the current health plan. These individu-
als can also be the beta testers for any new plan.

When such individuals are given access to a value-based, 
direct primary care physician, it may turn out that lack of adher-
ence to care plans or hypochondria has been part of the problem. 
Because status quo health plans do not serve these individuals 
well, they quickly see the great opportunity for improvement. 
In the beta test, these previously “out of control” patients get the 
guidance and care they need, and it takes extraordinarily little time 
to see costs go down along with ER visits and hospitalizations.

An example: One organization had an individual who was 
having post-bariatric surgery complications that were costing the 
organization $16,000 every month. By enrolling them with a val-
ue-based primary care doctor, the costs (other than the less than 
$100/month fee for VBPC) immediately dropped to zero. While 
examples aren’t always this dramatic in terms of cost, it is rela-
tively easy to get these types of wins that set the stage for broader 
rollout success.
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If a benefits advisor or employer can show the lowest-paid 
part of the workforce how to use the plan in a way that saves 
them and the company money, other excuses about not being 
able or willing to change seem to diminish. Millennials are espe-
cially important to include because their focus on convenience, 
transparency, and safety – all items the status quo health care sys-
tem has failed to achieve – often makes them early adopters of 
new products/ventures.

The initial rollout also sets the stage for a broader rollout 
where the primary care physician(s) goes onsite during open 
enrollment. The initial intake should be an hour long and posi-
tioned as an executive wellness visit – the same program exec-
utives have already received. Having members feel they are 
getting white-glove treatment goes a long way toward getting 
broad-based buy-in.

During these initial encounters, the physician(s) should also 
set up a mobile app that allows members to text them securely 
and easily. People will be blown away by how accessible their 
doctor is compared to the past, particularly people who have 
chronic health problems and think of a doctor visit as the equiv-
alent of going to the principal’s office. Fingerwagging doesn’t 
work, as the New York Times pointed out recently.132

Educate Change Agents.

Once employers have demonstrated to a diverse subset of 
employees the positive impact of their proposed health plan 
changes, the next step is to deepen that education. They should 
communicate the most important information first, including the 
profits of the hospitals in their market, the hospitals’ CEO pay 
(especially those of tax-exempt organizations who’ve transferred 
tax burden onto others in the community), and the value of the 
real estate owned by the hospital within the community. This can 
be done by pulling the numbers from county auditor websites in 
communities where hospitals have a significant presence. Each 
parcel listing shows taxable value – usually lower than market 
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rate. In some communities, those organizations would be paying 
more than $20 million per year if they were not tax exempt.

Once they make the connections, employees can begin to see 
that the choice is between continuing to fuel the massive salaries of 
tax-exempt executives or finally getting those long-overdue raises.

Next, employers should walk employees through what three 
to five years down the road will look like if things do not change – 
the vision to be avoided.

By giving employees – especially lower-level ones that are 
often overlooked and perhaps most disgruntled by the current 
health plan – the opportunity to see what positive change will look 
like, an organization can better position itself to move forward. 
How, exactly? By using short-term wins to create momentum.

Step 5: Sustain Change and Encourage 
Progress Using Short-Term Wins

At this point, benefits advisors and employers will already 
have gotten an alliance of employees on board and be ready to 
roll out their vision for an improved health benefits transforma-
tion. Here, it is important to keep the momentum going, fueling 
the fire for change and propelling people forward.

The best way to do that is by identifying, sharing, and cel-
ebrating short-term wins, which, as Dr. John Kotter points out, 
should be visible and tangible, unambiguous, and clearly related 
to the change effort.

Dr. Kotter’s work has informed a lot of my thinking in this 
area. His 8-Step Process for Leading Change133 is an excellent  
framework. For example, as it applies here, a short-term win 
could be either qualitative in the form of an employee success 
story, or quantitative in the form of black-and-white cost savings.

The following are qualitative examples of short-term wins 
celebrated after implementing Health Rosetta-type plans:

• More people enrolling in, and taking advantage of, direct 
primary care (DPC). Despite the concept being foreign to 
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the average employee, we have seen multiple organiza-
tions achieve over 50% enrollment in direct primary care 
models that provide an immediate accessibility advantage.

• Praise for care navigators, often nurses. Typically, navi-
gators are not well received when there is not proper pri-
mary care available. But when they help families with 
guidance on treatment, finding a center of excellence, or 
obtaining diabetes supplies in a more affordable and con-
venient way, word will get around.

• The city of Tyler, Texas has countless qualitative examples 
of short-term wins due to a wise onboarding program with 
a local DPC organization. Formerly at-risk patients, men 
particularly, were astonished to find they had a mobile 
app where they could easily reach their DPC doctor. And 
starting with small steps, these patients – many already 
on multiple medications – were able to turn things around 
on issues like blood pressure, diabetes, and back pain. 
They were able to get off medications that were costing 
them financially and physically, and they now consider 
the doctors their friends and allies. (Many of their health 
care costs also dropped.)

And here are some quantitative examples of short-term wins:

• Despite budget constraints, one municipality was able to 
put $500 into everyone’s HRA-VEBA accounts – the pub-
lic-sector equivalent of a health savings account (HSA).

• A private sector employer uncovered significant phar-
macy rebates that had not been returned to the plan 
sponsor – until now. This turned what would have been 
an okay year into a great year for the employer and its 
employees.

• An employee who had previously walked into the CEO’s 
office in tears because she was taking a $40,000/year med-
ication the old plan did not cover was now able to get it 
for free under the new plan. Half of her income had been 
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going towards paying for this medication, exhausting her 
savings; the new plan was able to navigate the opportu-
nities to source this medication at no cost to the member 
and at a fraction of the cost for the health plan.

• Many Health Rosetta-type plans remove all copays and 
deductibles if individuals make wise choices such as call-
ing the concierge line to find high-value care.

Wins like these meet Dr. Kotter’s three criteria. They are ben-
efits that employees can see, cannot deny, and can easily relate 
back to the change effort. They validate the vision, along with 
everyone’s patience and hard work.

When correctly leveraged, they can also be used to drive 
even greater change: to silence disbelievers; provide feedback to 
benefits advisors and employers on what’s working well, what 
isn’t, and what can be done even better; and keep everyone on 
track and moving forward.

However, employers cannot just hope for short-term wins to 
pop up. They must actively look for ways to obtain clear health 
improvements and reward the people involved with recognition 
and even money. I know of one organization that rewarded employ-
ees for finding billing errors by passing along 20% of the savings. 
Early on, one employee found a six-figure billing error that they 
prevented the employer from paying, and it boosted the employ-
ee’s annual income by over 50% that year. The employer called a 
company meeting and presented the individual with a giant novelty 
check, unleashing a small army of people reviewing hospital bills, 
which are often riddled with errors and duplicate charges.

At the end of the day, short-term wins have a gigantic impact 
on long-term success.

Step 6: Be on the Lookout for  
Barriers to Change

Unfortunately, though organizational change will generate 
moments worth celebrating, it may also throw up some roadblocks 
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along the way. These barriers can be broadly grouped into the fol-
lowing categories: structural, psychological, and cultural.134

In the context of a health benefits transformation, here is 
how each of these might manifest:

Structural Barriers

One potential barrier could be a disagreement between the 
finance and HR departments over what happens with the sav-
ings that are achieved. To prevent this conflict, there should be 
upfront agreement between employer and employees on how to 
use what we call the Health Rosetta Dividend: previously squan-
dered dollars that can be used for higher and better purposes. 
Will that dividend be allocated to profit-sharing or bonuses, 
R&D, or other enhanced benefits such as paying for education?

Psychological Barriers

Many people have been trained to believe that spending 
more on care is synonymous with receiving better care, since that 
is usually the case in other areas of life. If you spend more on a 
car, you usually get a nicer car. Not so in health care.

If that mentality does not give way before the new health 
plan, employees may refuse to believe that the benefits change 
is legitimate, assuming that since their employer is paying less, 
they are getting less. Employees may enter relationships with the 
new higher-quality, lower-cost physicians with reluctance, and 
may even refuse to see them, choosing to stick with their old 
high-cost, low-quality physicians.

Cultural Barriers

When multiple employees adopt this mindset, it can quickly 
become a cultural barrier. Attitudes can be contagious, and if a 
handful of dissenters plant seeds of negativity among their fel-
low employees, resistance can easily sprout up.
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Overcoming a cultural barrier like this is absolutely essential 
because a value-based health plan only works if everyone does 
their fair share. If employees do not take advantage of all that 
the new health plan has to offer, it will not improve outcomes or 
reduce health care costs.

As you can see, structural, psychological, and cultural bar-
riers often overlap, which also means they can be solved by 
deploying some of the same strategies. One is to reiterate some of 
those short-term wins described in Step 5. Step 7 spells out some 
others.

Step 7: Break Down Change Barriers
People say change is the only constant in life, and barriers 

almost always come along with it. Barriers, however, can be over-
come – assuming you are able to recognize them. Employers need 
to know how each barrier might manifest in their organization to 
anticipate and forestall them. Benefits advisors can help on both 
fronts, specifically by doing the following:

Talking to Both Supporters and Resisters

In Step 4, we saw how resisters can actually work in employ-
ers’ favor. Here, the same idea applies. Instead of fighting the 
people that are not for change, benefits advisors should encour-
age employers to embrace and engage with them.

In fact, employers should communicate with both support-
ers and resisters early on and often, being consistently truth-
ful, straightforward, and timely. They should use social proof, 
storytelling, and “what if” scenarios in company-wide emails, 
intranets, and face-to-face and town hall meetings that allow 
employees to ask questions and stay informed. They should use 
a blend of formal and informal communication to ensure that 
all employees receive the news about the change in some way 
or another, always referring to their vision and reiterating why 
change is for the better.
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If HR managers are hesitant because they do not want to 
upset the workforce, they should also be given the opportunity 
to experience the new benefits program in a beta test. HR manag-
ers usually love seeing employees being better supported in new 
plans via nurse navigators/patient advocates, unlike status quo 
plans that often leave employees adrift. Once they experience an 
advocate who is truly on their side, they will quickly abandon 
their previous resistance.

Thoroughly Engaging Everyone

Talking to employees is important, but just as important is 
to listen, listen, listen. When transforming their health plan, ben-
efits advisors and employers should engage with employees by 
asking them probing questions like “Is the new health plan work-
ing? What can we do to make it work better? Do you have any 
questions or concerns?”

Then, benefits advisors and employers need to respond. If 
feedback is going to be collected, it needs to be read and acted 
on – perhaps via relevant plan changes – to show employees their 
ideas and concerns are being heard.

Wise employers will take things a step further by trying to 
genuinely understand employees’ concerns. Instead of only look-
ing at issues on the surface, they should realize that there could 
be many different reasons for opposition, depending on the per-
son. This information can be especially useful in helping tailor 
appropriate solutions to work out these problems.

Implementing Change in Several Stages

Change does not happen instantaneously, but it does not 
and should not have to happen strictly in terms of annual cycles 
either. Moving too soon or too fast can create resistance; moving 
too slow and you will fail to build momentum.

Despite their sense of urgency, and along with envisioning 
change in terms of three to five years, they should set the founda-
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tion for change 6-12 months before most employees actually feel 
that it’s happening.

For example, focus groups where employees are asked about 
the current health plan (What do they like/dislike? What would 
they like to see?) should be held outside of the normal “benefits 
season.” Then, when the new plan is rolled out, employees can be 
reminded of the feedback they gave and see how benefits advi-
sors and employers responded to their input. From there, leaders 
need to develop a roadmap that includes progress checks and 
course corrections, and opportunities for those confidence-build-
ing short-term wins.

Keep Communicating Change

By now, it should be clear just how critical communication is 
in properly initiating and effectively carrying out change. Bene-
fits advisors and employers must explicitly tell employees what 
is going on, using the tactics previously laid out. In this way, they 
can avoid information vacuums and ensure that employees – even 
the ones who were initially opposed – get on board with the vision, 
goals, and expectations for what needs to happen and why.

Step 8: Communicate More Than You Think 
You Need To

George Bernard Shaw once said, “The single biggest prob-
lem in communication is the illusion that it has taken place.”

It’s easy for employers to assume that employees are hang-
ing on their every word – especially when they’re making a mon-
umental transition to a higher-quality, lower-cost health plan that 
benefits them and the organization. But the reality is that a lot 
can get lost in translation, especially when information is detail-
heavy, as it so often is with health care coverage.

Not having a thorough understanding of the health plan, 
or why a new one is even necessary, can result in employees 
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making high-impact mistakes, ones that could put their own 
physical and financial well-being on the line. When employees 
suffer, employers suffer, and this is just one of the reasons why 
regular communication is critical.

This can be a challenge for HR and benefits advisors. Odds 
are, they have invested substantial time on the rollout of the new 
health plan, much of it dealing with technical implementation 
matters rather than continuous communication. If that is the 
case, if employees don’t know how or why they have to use the 
new health plan, all that effort could be for naught.

To avoid this, it is critical that benefits advisors and employ-
ers revisit their initial message. They should frequently check in 
with employees to see how things are going. If employees are not 
able to reiterate why the shift is happening, or if the reasons vary 
from employee to employee, this could be an indicator that early 
communication attempts were either ineffective or forgotten.

At this point, benefits advisors and employers should set 
aside time to recirculate their core messages: why the change 
is happening, who will benefit from it, when it will happen, 
what those involved have to do and how they have to do it. It 
is best to keep these messages short and to the point. Brevity 
will help ensure they are stored in the memory bank, so when 
employers ask employees the same questions a few weeks later, 
the answers should be on point and consistent from one person 
to the next.

These messages should also be relayed in multiple ways. A 
face-to-face meeting is a good start, made better when it is fol-
lowed up with a handout displaying each point and/or an email 
for individuals to reference later.

Everyone in and connected to the organization – includ-
ing spouses and other co-beneficiaries – should participate in 
these discussions and have a clear understanding of the infor-
mation. Among other things, this will remind employees that 
this is a group effort, which will only strengthen the alliance 
for change.

Here is a useful checklist that covers these points:
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• Provide a summary of the health plan and vision that is 
compelling and impossible to misunderstand.

• Include spouses and significant others in communication 
outreach plans.

• Curate the first patient experience through value-based 
primary care to bring the communication of the vision to 
life.

• Create a 12-month editorial calendar of communication 
that outlines what will be communicated across various 
channels (email, in-person meetings, posters, etc.).

• Ensure all employee segments, at all levels of the organi-
zation, are part of initial and ongoing communications.

• Incorporate feedback loops from employees and spouses 
as part of the regular cadence of implementation.

• Include primary care partners in member communication.

Step 9: Consolidate Improvements  
and Build on Gains

Until the new health plan is fully embedded into the orga-
nization, the risk of regression remains. Benefits advisors and 
employers know what kind of barriers to look out for and how 
to overcome them – especially through communication – but the 
next step is to really cement progress by consolidating gains and 
implementing further transformation.

A good indicator that this has happened is when stakehold-
ers, like employees, begin to share the passion. When Jane in IT 
has a surgery with no copays or deductibles, or when John in 
Operations can access his care team 24/7, word-of-mouth buzz 
begins.

Of course, achieving this is easier said than done, and there 
will inevitably be setbacks along the way. However, there are 
ways to make sure progress is not undone by complacency.

The first is to always be on the lookout for naysayers. It is 
quite possible that someone is not thrilled by the health benefits 
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transformation, but – at least for the time being – has decided to 
go along with it. If their doubts or negative thoughts go on unad-
dressed, they could quickly fester and spread, waiting to pop up 
in full vengeance mode when opportunity strikes, as when some-
one who shares their sentiments finally speaks up.

A small spat of resistance is easier to overcome than an 
explosion. So, even when things seem to be going well, employ-
ers should be watchful. They should never stop asking for feed-
back, and never stop reiterating important information.

Sometimes individuals will need a little more encourage-
ment. Leaders can offer them just that, through mid-cycle ben-
efits improvement that add even more value to the health plan. 
Not all of these must be expensive. Here are some examples:

• One employer made free diapers and wipes available for 
two years for parents choosing the high-value birthing 
center in their community. Note: The plan was restricted 
from excluding the price-gouging behemoth health sys-
tem, so they had to find a creative workaround.

• A professional services firm recognized that the best bill 
reviewer is the patient and their family. Any plan mem-
ber who found a billing error the employer would have 
had to pay received a bonus equal to 20% of the savings. 
As described earlier, one individual found a $200,000 bill-
ing error that the organization was about to pay, and as 
a result, they received a check for $40,000. After that, no 
one could ignore how out-of-control many hospital bill-
ing practices are.

• A manufacturer added a new Transparent Open Network 
(TON) benefit and educated employees about how it 
worked. The contrast shocked them. They saw that most 
traditional insurers include a PPO discount that does not 
actually reduce prices, distribute Explanations of Benefits 
that are incomprehensible, and threaten to send accounts 
to collections. With the TON, participants started small, 
using it for just labs and imaging, but eventually saw 
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that the biggest savings came from surgeries; Before, they 
would have had a $2,500 out-of-pocket cost, but with the 
TON, they had zero.

• A large retailer rolled out a cancer-specific concierge ser-
vice that helped members navigate this difficult treatment 
and recovery process. With reduced financial and clinical 
anxiety, these cancer patients had improved health out-
comes and significantly lower costs.

• An auto dealer lowered costs and gave employees a month 
without premiums – an amazing deal that had other auto 
dealers clamoring for the same success after the story got 
out.

The lesson: It pays to be proactive and always striving to pro-
vide more and better if you want the “new way of doing things” 
to become the “way we do things around here.”

Step 10: Anchor Change into Culture
Cementing change into the culture and preventing the orga-

nization from backsliding will require different approaches from 
one organization to the next, but there are some strategies that 
consistently work well, including these:

• Discussing the superior results produced by the new ben-
efits approach on a regular basis, clearly explaining the 
improvement to all stakeholders.

• Incorporating regular updates on health plan progress and 
setbacks into executive meetings at the highest levels, as 
well as into leadership and team development meetings.

• Identifying the norms and values that must change to 
support the new approach.

• Modifying reward programs to align with those new 
norms and values.

• Counseling, reassigning, or removing employees and 
managers who are barriers to change and hiring those 
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whose values and skills match the new norms and values.
• Incorporating education on the new health plan, norms, 

and values into the onboarding process.
• Supplementing training and development activities to 

include the skills and competencies required of the new 
health plan.

• Modifying organizational processes and vendor agree-
ments to align with new norms and values.

These may seem relatively easy to carry out, but they can-
not be taken lightly. Culture takes time to develop, and it is only 
through the consistent execution of these steps that a new culture 
can take shape and become stronger.

“Time” is a key word here. If employers want to keep newly 
formed attitudes from fading away, they must accept the fact that 
they are in this for the long haul. Their actions today, tomorrow, 
and for the foreseeable future should always be in line with the 
new company culture, and they should always be working to 
reinforce it.

Here are a few examples of how employers are doing so:

• One organization publicizes all the money it saves through 
employee newsletters, posters around the office, monthly 
savings reports, etc. At the end of the year, it hosts a big 
party to announce how much the organization saved col-
lectively and highlight how that is going to be reinvested 
in the business and employees.

• One benefits advisor stresses that all employees have an 
equity role in the performance of the company, and that 
every dollar spent on health care is a dollar not spent on 
their wages or pensions. This approach consistently pro-
vides validation and increases employee buy-in.

• Some employers create different contests to hammer 
home new processes and procedures, bringing some fun 
into what might otherwise be a boring and tedious infor-
mation dump.
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Key Takeaways and Things to Think About:
• Employers should acknowledge that employees are their 

most valuable asset and treat them as such. That does not 
mean tacking on supplemental benefits of low-value, like 
wellness programs, but designing a health plan that prior-
itizes value-based primary care.

• Once they understand that, they need to add fuel to the fire 
by creating a sense of urgency in doing these three things: 
requesting suspension of disbelief, outlining dysfunction, 
and making the change effort meaningful by driving home 
the long-lasting, negative impact of the status quo.

• After the momentum is there, it is essential to have a clear 
vision on which those undergoing the change can set their 
sights, based on the organization’s own culture/ circum-
stances. Common vision-setting strategies include the 
“Nuts and Bolts” Vision, the 11-Star Vision, and the Com-
munity-Owned Health Plan Vision.

• Securing grassroots support is the next step. That means 
starting quietly to build success by having a select few 
individuals see and experience the new health plan; 
building from the “bottom” to ensure individuals from 
each level of the organization are engaged, and educating 
change agents.

• After the new health plan has been implemented, it is 
important to sustain change and encourage progress 
using short-term wins – being on the lookout for and cele-
brating both the quantitative and qualitative successes the 
new health plan delivers.

• There will always be pockets of negativity. Here is where 
leaders should search for signs of structural barriers, psy-
chological barriers, and cultural barriers.

• Leaders must eliminate barriers they identify by talking 
to both supporters and resisters, thoroughly engaging 
everyone, implementing change in several stages, and 
continually communicating change.
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• Leaders should always communicate more than they 
think they need to, checking in on comprehension by 
asking individuals to explain in their own words what 
is going on, and revisiting and redistributing the initial 
messages in various formats – email, posters, in-person 
meetings, etc.

• In the later stages of the transformation, leaders should 
still be on the lookout for naysayers, continue to consoli-
date improvements and build on existing gains, perhaps 
by making mid-cycle benefits improvements.

• Finally, leaders must make sure they anchor change 
into organizational culture, or all their efforts will be for 
naught. That means incorporating health plan values into 
company values, only hiring and retaining individuals 
whose skills and attitudes are in line with those new val-
ues and making health plan updates/achievements a reg-
ular part of the organization’s routine.

Additional Background and Resources:

• You Run a Health Care Business Whether You Like It or 
Not -https://bit.ly/runhcbiz

• 7 Habits of Highly Effective Benefits Professionals 
-https://bit.ly/benefits7habits
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CHAPTER 12

CONCLUSION
l

After reading this book, I hope you will carry with you these 
important takeaways:

• We are sinking far too much taxpayer money into health 
plans and projects that are increasingly and needlessly 
expensive and fail to produce any added benefit to bene-
ficiaries.

• As a result, other federal, state, and employer initiatives 
are suffering, negatively impacting education, wages, etc.

• Leaders must adopt an Economic Development 3.0 mind-
set to turn things around, and benefits advisors and 
employers must design low-cost, high-quality health 
plans built on a strong primary care foundation.

• The public, especially millennials, will not settle for anything 
less. After all, without those two things, we will continue to 
see spinout public health crises like the opioid crisis.

• A balanced approach must be employed to solve the opi-
oid crisis and the many other issues that stem from our 
current catastrophic health care system. Doing so requires 
that we reexamine and readjust how health care is paid 
for and provided.

• That means looking at and improving the quality of care 
employees receive with high-cost health plans.
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• The best possible health plans keep HEALTH in mind.
• Employers should connect beneficiaries to centers of excel-

lence and not succumb to the wellness program trend.
• Change management is a key part of leading a successful 

health plan transformation, a process that can be broken 
down into 10 steps.

Finally, remember this: the key to solving so many Ameri-
cans’ day-to-day frustrations and pain is to slay the health care 
cost beast. A health care revolution with the intention of doing 
just that is already underway. By reading this book, you have 
equipped yourself with the tools you need to join its ranks.

The only question that remains, then, is this: What are you 
waiting for?
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APPENDIX A

STATUS QUO BENEFITS VS. 
HEALTH ROSETTA TYPE 

BENEFITS
l

Given the massive amount of money spent by employers on 
health benefits, it’s brutal to look at just how bad the status quo 

is for health benefits. As you review Open Enrollment information, 
consider that roughly $10,000 is extracted from take-home pay. By 
comparison, wise employers are spending $5,000-$7,000 per cap-
ita with these superior benefits. Reconsider whether you are okay 
with the status quo. This is even more important, as most employ-
ers are going to high-deductible plans and thus what comes out 
of an employee’s paycheck covers less and less. This make health 
care and health plans one of the few industries where the value 
proposition gets worse every year. No industry has lower Net 
Promoter Scores (a measure of customer satisfaction) than Health 
Plans. Tweaks on the margins won’t get the job done. 

Status Quo Versus Health Rosetta 
Comparison

The list of items below gives you a good punch list of what to 
work on. They are ordered roughly by the level of effort and 
disruption to the relative payback (i.e., low effort and high ROI 
bubbles to the top). 
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Transparent Advisor Relationships

Health Benefits Status Quo Health Rosetta

“Shops” the insurance every year. 
Facilitates insurance one year at a 

time. 
Believes costs are dependent on the 

best offer of the carrier. 
Gives limited data on where your 

money is going. 
Provides limited ways to control 

underlying costs.
Doesn’t talk about their 

compensation or worse, is solely 
paid on commission, meaning more 
income the broker the more rates 
go up. 

Advocates cost-shifting in the form 
of increased deductibles and copays 
to lower the employer impact of 
premium increases 

Blames costs exclusively on employee 
behavior and poor health.

· Creates a 3-5-year plan. 
· Brings transparency to where the money 
is going. 
·  Talks about their compensation and 

is willing to tie compensation to 
performance. 

·  Provides risk management to suit the 
needs of the business owner(s). 

· NEVER surprises with a “shock” 
renewal rate. 
· Returns control over your costs to you.
· Bring the “benefit” of Benefits back to 
your business. 
· Makes health benefits a real attraction 
and retention tool. 
·  Understands improving benefits is the 

only way to lower costs. 
·  Provides detailed data driven analysis 

and actionable insight.

Active, Independent Plan Management

Health Benefits Status Quo Health Rosetta

Many ERISA plans have “holes” that 
expose employers unnecessarily. 

Pay for high cost ASO networks.

·  Fully-compliant ERISA plans that protect 
companies from abuse. 

·  ERISA fiduciary oversight and review 
at least as strong as 401k oversight and 
management. 

·  Use networks focused on high quality 
providers and geographic coverage.
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Health Benefits Status Quo Health Rosetta

Wildly variant, opaque pricing for 
items such as scans, surgeries, and 
other medical services. If there is 
any price/quality correlation, it’s 
inversely correlated. Sometimes 
“transparency” solutions are 
available giving the best, bad 
deal while still having co-pays, 
deductibles, the oxymoronic 
“Explanation of Benefits,” etc. and 
all the other things that make for a 
horrible consumer experience.

The good news is there is a solution to 
the most vexing problem health care has 
had pricing failure.

Fair, fully transparent price to employer/
individual at high-quality centers that 
readily accept quality reporting such as 
Leapfrog. 

Providers able to set a price that works for 
them while avoiding claims/collections 
hassles and accompanying receivables.

 No charge for individual going to these 
providers. No EOBs, bills, etc., just a 
thank you note.

Transparent Open Networks

Value-based Primary Care

Health Benefits Status Quo Health Rosetta

Flawed reimbursement incentives 
have turned primary care into “loss 
leaders” that are like milk in the 
back of the grocery store (i.e., low 
margin designed to get people to 
high-margin items). 

Short appointments due to not 
investing properly in primary care. 

Primary care shortage due to 
making primary care discipline 
unappealing. 

Long wait times to get in can lead to 
small “fires” blowing up. 

Medically unnecessary face-to-face 
appointments clog the waiting room 
and delay care for people who truly 
need face-to-face encounters. 

Record levels of dissatisfaction & 
burnout amongst PCPs.

·  Can fully address over 90% of the issues 
people enter the health care system for 
within a primary care setting.

·  Health coaching addresses lifestyle-
driven conditions.

·  PCP is Sherpa-like resource to help 
navigate treacherous terrain of complex 
medical conditions requiring specialty 
care, procedures, etc. 

·  Same- or next-day appointments for 
issues not addressed via email/phone. 

·  Extensivist (for the sickest patients) has 
smaller panel allowing proactive care 
management & coordination. 

· Can reduce issues 40-90% and spending 
20-50%.
· Quadruple Aim leading organizations. 
· High Net Promoter Scores.
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Health Benefits Status Quo Health Rosetta

Limited or no transparency and 
control over Pharmacy Benefit 
Manager (PBM) services. 

Actual costs often hidden or 
obfuscated under AWP analysis, 
rebates, or pseudo-transparency. 

Including drugs on “preferred” tiers 
often based on financial, not clinical 
efficacy, reasons.

·  Provide transparency and control over 
Pharmacy Benefit Manager (PBM) 
services. 

·  Ensure members have relevant 
information to make informed choices. 

·  Ensure clinical decisions are based solely 
on efficacy and ACTUAL cost.

·  Is a process that works on behalf of the 
purchaser’s best interests.

Transparent Pharmacy Benefits

Benefits Concierge Service

Health Benefits Status Quo Health Rosetta

Employees left to navigate an 
extremely siloed and uncoordinated 
health care system receiving 
conflicting and often non-evidence-
based recommendations.

Having resources to help you navigate 
the system that can draw on expertise 
for quality and cost including 
understanding benefits plans, best 
provider options, etc.
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Health Benefits Status Quo Health Rosetta

Procedures 
Quality and prices vary widely. 
Studies find 40% of transplants are 
medically unnecessary. 
High rates of complications at 
community hospitals who don’t do 
high volumes of complex procedures. 
Acute diseases 
Little or no evidence-based or 
patient-specific care or treatment 
protocols. 
Highly disjointed care with little 
communication between providers. 
No defined approach to match 
patients to high-quality specialist 
providers. 
No access to non-physician resources 
to facilitate ongoing management or 
support.

Procedures 
Second opinions at no charge for 

employee at world-class Centers of 
Excellence facilities (e.g., Mayo & 
Cleveland clinics). 

Unit cost often higher but lower 
complication rates & avoidance of 
unnecessary procedures drives strong 
ROI. 

Due to the infrequency of these 
procedures (transplants, neurological 
procedures, cardiac, spine, and other 
six-figure or more procedures), this 
pairs well with Transparent Medical 
Networks for more common procedures. 

Acute diseases 
Access to evidence-based and disease-

specific care navigation, pathways, and 
treatment protocols. 

Highly coordinated care with defined 
handoffs between care providers. 

Simple access to high-quality providers 
with demonstrable strong outcomes. 

Non-physician care team resources 
facilitate ongoing management and 
support.

Major Specialties & Outlier Patients
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APPENDIX B 

A PRACTICAL HANDBOOK FOR 
SYSTEMS CHANGE 

Applied Through Salish|GrowthSPC - A Community Building Company

By Chris Brookfield 

l

“Triggering a widespread economic movement towards decen- 
tralization amongst thousands of independent actors.” 

This handbook describes a process that I have used for 12 years 
to develop and produce community building companies. In that 
time, we’ve recognized a process and shown that it’s replicable. 

The purpose of this handbook is as an internal resource at 
Salish|Growth and shared with interested third parties. Sal- 
ish|Growth focuses on instigating commercial resilience outside 
of urban cores in the Salish and Columbia Watersheds. 

Our work is designed to be entirely open source, and we invite 
active extension of this work. 

Over and over, we have seen that an interdisciplinary approach 
that joins human focused disciplines with analytical approaches, 
has triggered large-scale systems change. 

Please contact Chris Brookfield (cbookfield@gmail.com) or Arlen 
Coily (awc468@gmail.com). 
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• 0. Introduction 
• I. Process 
• II. Scale 
• III. Design 
• IV. Timing 

O. Introduction to the Nautilus Process 

This is a process of system change. 

It’s nothing new to you. 

It has worked for us, over and over. 

It can be taught. It can be learned. 

Go forward, go backwards, start where you land. 

Keep moving. 

Systems Change – Establishing Credibility 

Unitus Equity Fund - Microcredit for poor communities in India 

SKS Microcredit, Bharat (Urban 
Microcredit 

Ujjivan (Rural Microcredit) 

GVFML (Place Based Microcredit)

Microcredit, entrepreneurship, and 
venture capital led to replication 
and imitation. Serving millions of 
families, two of our companies list 
publicly and one is part of IDFC 
Bank, a national bank in India.

• 10+ million families served
• Over 20,000 jobs created 
• Accelerate poor into middle class
• $5+ billion capital crowded in
• 26% Ten Year IRR - cash
• Successful systems change
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Elevar - Human centered venture capital develops and funds 20+ 
human services companies.

Vistaar (Lending to Informal Business)

Shubham (Slum Home Improvement)

Glocal (Rural Acute Health Care)

Twenty human services 
companies. Grown, replicated, 
and imitated over and over.

• Demonstrates that this process of change can be replicated 
across diverse services. 

North American Grain

Cairnspring Mills (Safe, local, 
identity preserved flour)

Proof of concept for food system 
change.

• Demonstrates that this process can be extended to North 
America. 

I. Process
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Alignment

Self: Identification of tension between individual/local and legacy/global 
systems.         

Dissonance: Conflict points toward opportunities.

Synthesis: Conflicting values aligned in practice.

Resonance: Community and system values more closely aligned.

Transition: Find a place to practice.

Place

Determine scale: Small enough for local ownership, large enough for 
economies of scale. 

Determine perimeter of focus: Constraints inspire innovative thinking.

Determine identity: Observe social, economic, and geographic organi-
zation. 

Transition point: Dive into community.

Immersion

Participate: Join community.

Generate empathy: Understand community members.

Build: Personal relationships.

Perceive: Observe, listen, and receive information.

‘Map’: Social networks.

‘Map’: Market linkages.

Transition point: Identified essential community needs.
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Opportunity

Connect: Needs to resources.

Identify: Barriers and bridges.

Calculate: Potential market size.

Find: Solutions that mimic existing social relationships.

Transition point: Effervescent community support. 

Entrepreneurs

Rooted: Deeply immersed in community. 

Manage: Successful team leader.

Aligned: Active in relevant social movement.

Mindset: Clear vision, open mind.

Transition Point: Entrepreneur committed to system change for the 
benefit of their community.

Community Business Model

Replicate: Models an effective existing relationship in the community.

Iterate: Test and replicate relationship structure.

Gauge: Acceleration of engagement (Suppliers, Clients, Capital) indi-
cates possible model.

Community Support: Facilitates growth and removal of barriers. 

Transition: Defined community business model.
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Stand-Alone Unit

Build: One stand-alone unit

Book: Operational profit

Design: Replicable financial, business, and physical model.

Transition: Successful imitation & replication.

Growth

Scale: Grow and add units.

Distribute: Encourage replication & imitation.

Raise capital: Fund expansion, new replication, and new imita-
tion.

Transition: Business and social movement coalesce and power each 
other.

Replication & Imitation

Repeat: Run process again.

Open: Distribute design and process.

Support: Assist in imitation and replication.

Share: Teach and mentor process, encourage imitation.

Transition point: System changes self-propagate.
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II. Scale
Watersheds

A watershed’s boundaries are drawn clearly by moun-
tains, rivers, and floodplains. At this scale, people living in a 
given watershed share a base of natural resources, culture, and 
economy. This sharing forms a basis for mutual concern. Water-
sheds are a natural shape for community formation. Compa-
nies may emerge at the watershed scale that reflect the needs of 
the underlying community. In this way, these companies share 
local people’s pre-existing organization and needs. This par-
tially explains why our companies have historically spent so 
little on marketing – we do not have to create needs, we do 
not have to educate consumers about our services, and we do 
not need to cause community structures to reorient around our 
distribution.

We have chosen watersheds as our default unit of scale. 
While we do not know whether a smaller unit, such as a neigh-
borhood, would be better, we do know that just about the entirety 
of investment management is carried out on much bigger scales. 
Virtually all money management is national, international, or 
global in scale. By reducing our scale, we have found solutions 
and uncovered opportunities that are impossible to see from 
larger scales. 

There appears to be an inherent validity to the watershed 
scale. Watersheds map very well to the human communities and 
economies that rest within the physical geography. When we look 
at these watersheds through history, we find that a great deal of 
the essential services were defined at this scale. Flour mills were 
organized by the position of rivers within watersheds. Farmers’ 
fields and agricultural production is organized by watersheds. 
Towns, cities, and communities are organized by watershed. 
Much of our work in India was organized into catchments or 
watersheds.
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One of the insights we discovered at the watershed scale 
is the remarkable similarity in the network geometry in these 
watersheds. When the landscape is mapped at this scale, it 
appears to be a distributed, scale-free network branching out 
from the river systems. When the community - people and their 
relationships - are mapped to the watershed, the resultant net-
work is very similar. Both have dense connections in the same 
areas, around the main stems of rivers. Both are sparse near the 
steep passes and uplands on the edge of the watersheds. And 
the amount of market activity mirrors the underlying commu-
nity and physical geography. In a sense, markets as networks 
ride atop community and community atop the watershed. Each 
nested and formed with similar dimensions. Our inquiry into 
the Skagit River basin, where we found the flour opportunity, 
reflects this same organization. 

Salish Watershed
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Focus on smaller, more appropriate scales, is one aspect of 
how we found our flour opportunity and several of our Indian 
human services opportunities. 

Salish|Growth is currently focused on the Salish and Colum-
bia watersheds.  

III. Design 
We are particularly focused on business models that empha-

size local, open, and independent attributes. When combined, these 
attributes create a semi-autonomous distributed network topology. 

Columbia Watershed
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This topology, or fabric, again reflects the same network geome-
try as the underlying geography, community and commerce. The 
design of this business fabric echoes the designs of the nested 
watershed systems. In this way, the underlying systems – geogra-
phy, community, and market - strengthen the business model.

Local
By focusing on local, our businesses gain a number of intrin-

sic advantages that are often overlooked.
First, by decreasing scale, solutions can appear to problems 

that seem too complicated to solve at global scale. For instance, 
re-engineering the food system or decreasing poverty really 
are intractable when viewed at the global scale. Even the basic 
atoms of these systems, people, are invisible. By dialing into 
local, new features and relationships emerge. We see that poor 
people are economically active and can increase productivity 
with capital access. We see that midscale flour mills can make 
significant improvements to soil conservation, yields, and over-
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all system resilience, while increasing overall consumer health 
and satisfaction. 

Our local business models are organized in patterns of exist-
ing community organization. Our supply chains are short and 
use existing logistics. Our distribution uses existing networks; 
we are not attempting to disrupt local relationships. Our services 
(such as credit, insurance, health care, milling) are considered 
essential by the community. Because we are offering services 
that are NOT new, but better mapped to underlying community 
organization, we need very little money for marketing. We do not 
need to educate the customer. We do not need to induce changes 
in community organization. We do not have to pay for engage-
ment. The communities we work in have already done this work 
for themselves through their social movements. 

Open
Our business models are open. This means that we are not 

even attempting to take proprietary positions or defend our ideas 
with patents. We share our thinking and discoveries. By being 
open, each local implementation helps to extend the innovation. 
Each new watershed can adopt the change through replication 
and imitation. 

Openness is an advantage, largely because information net-
works have coalesced over the past 15 years and have exponen-
tially increased the flow of information to local communities. 
There is no way to transmit proprietary ideas at anywhere near 
the speed and coverage that open sourced ideas move. As infor-
mation networks have grown, so has the relative advantage in 
propagating open ideas as compared to contracting proprietary 
property.

Other than unique names and necessarily personal aspects 
of our companies, the only aspect of our companies that we pro-
tect are the relationships we build. We want to protect and cherish 
these links to our farmers, bakers, and the community. However, 
where we have trust and reciprocity, we encourage sharing of 
relationships, as this speeds replication and imitation. 
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Independence
Here we mean independence of control, ownership, and 

production. Since each functional unit is independently owned, 
there is no central controller. This means that each entrepreneur 
controls their own brand, production methods, company culture, 
and resource allocations. 

Because our companies are decentralized, they are free to 
innovate. In flour, we may end up with many variations in how 
each entrepreneur optimizes their business and serves their cus-
tomers; choosing their own mill configurations, brands, grain 
varieties, and growers. By giving up our control as investors, 
entrepreneurs are put in position to make their own decisions, 
and the result is a wide diversity of approaches to similar activi-
ties. This diversity is at the heart of resilience. 

The decentralized business models that are implemented 
across different watersheds are part of a fabric an interconnected 
network of autonomous entities. We are not holding proprietary 
control over the businesses we help start, and we do not intend to 
be the only ones implementing the nautilus process. We will scale 
the impact of this company by continuing to replicate the pro-
cess in new watersheds and new verticals. We will also actively 
encourage imitation through openness. 

As with scale, we are hybridizing our approach to system 
design to incorporate the best of both local and conglomerated 
infrastructure. By integrating business models with existing 
social movements, we achieve network connectivity beyond the 
local watershed, allowing the sharing of resources, information, 
and values. By allowing each of these businesses to function 
autonomously within this fabric and grow to their fullest indi-
vidual potentials, an individual mill can utilize the control and 
hierarchical scalability typified by corporation. While at the same 
time, the fabric, as a whole, achieves quick responses, flexibility, 
and adaptability – responses which are inhibited by corporate 
concentration.
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IV. Timing
We have observed that there is a point at which a social 

movement incorporates the vast majority of people in a commu-
nity. These movements are very powerful and their power may be 
expressed through many spheres. Traditionally, social power was 
viewed as evolving to political power. Through our experience, 
we have seen that this social power may be directly expressed 
through market functions. 

Our start-ups are fueled less intensely by financial capital 
and more through the transformation of the underlying social 
capital. Our companies are built, at their core, to extend, rein-
force, and amplify the values represented in the community and 
the social movement. Our flour mill does well precisely when the 
values of the local food movement are expressed as consumer 
behavior. We mirror these values and are supported by them.

Of course, social movements take a long time to gain hold. 
Finding the right social movement in a specific community with 
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an aligned business model at the right time is the art of this 
development method and takes patience and experience.

For reference, here are some illustrative timelines for two 
social movements we have helped develop through community 
building companies. 

Microcredit: 

1983 Grameen Bank Founded

2005 UN Year of Microcredit

2006 UEF founded – We initiate investing in microcredit

     Mohammad Yunus wins Nobel Prize for microcredit

2014 100 million worldwide borrowers, many public companies

Food System:

1970 First Earth Day

2002 USDA Organic Food Designation Enacted 

2010 First Lady Michelle Obama launches healthy food initiative, Let’s 
Move! 

2015 Cairnspring Mills established to commercialize healthy, local, and 
fresh flour 

The key here is to acknowledge that movements such as local food 
and microcredit do not just represent trends. Local food represents 
the common need for healthy food and unstructured activity, while 
microcredit represents basic access to capital and human empow-
erment in poor communities. In these examples, communities 
have taken into their own hands the instinct and means of change. 

One indicator that a movement is ready for development in 
the commercial sphere is indicated when the movement ceases to 
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be perceived as political within the relevant communities. While 
movements remain politicized, there is insufficient agreement; 
when the community itself is split in its support, this method of 
commercial development is doomed at the outset. On the other 
hand, it was obvious in the case of both microcredit and local food, 
that virtually everyone in the local communities agreed with the 
underlying premise. When the commercial, values-aligned com-
munity business models were tested, they were able to attract 
nearly unanimous support.  
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APPENDIX C

HOW TO PICK A BENEFITS 
CONSULTANT 

David Contorno 

l

Recently, a Blue Cross health plan offered their brokers a 
$50,000 reward for switching self-insured clients back to 

more lucrative, fully-insured plans. In sectors like financial ser-
vices, that kind of undisclosed conflict could land a person in jail. 
In health care, however, such clear conflicts of interest are com- 
mon and considered “business as usual.” 

For most companies, health care spending is one of the 
largest expenses on the P&L, often ranking in the top two or 
three. However, few business leaders give it any more time and 
attention than they do, say travel or entertainment expenses. 
Furthermore, some still leave benefits decisions up to the HR 
department, a seemingly well-intentioned strategy. However, 
taking an HR-knows-best approach is contrary to the organiza-
tion’s (and often employees’) best interests. While HR is critical 
when it comes to rolling out, administering, and the required 
employee social counseling of your health plan, financial deci-
sions are best left to officers with an innate ability to negotiate the 
highly complex. 

HR professionals typically fall into one of three catego-
ries: coordinator (admin), generalist (social worker), manager 
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(expert). Ruling out the first two as negotiators, expecting your  
HR manager to deftly navigate a financial win while simultane-
ously managing recruiting, compliance, compensation, and the 
entire HRIS system, is akin to finding a unicorn in your driveway 
tonight. If your broker works closely with HR, and takes your 
CFO golfing twice a year, he or she is likely paying for the trip 
with a $50,000 carrier incentive. 

Knowing how to select a benefits advisor or consultant* who 
has the right skill sets and integrity in an industry that is often 
deliberately opaque can make all the difference in delivering true 
value to your employees. If you’d like an example of client-first 
consulting, see the Appendix H “Decoding a fully insured 
renewal”, written by Wes Spencer, an advisor from Michigan. 

How We Got Here 
Some historical context is important here. In the ‘70s and 

‘80s, when provider networks were first created, it was generally 
perceived as a very good thing for the industry and overall health 
care costs. For the first time, an insurance carrier could negotiate 
lower, predetermined prices and, in return, drive patients to the 
providers that agreed to accept these prices. 

This allowed carriers to differentiate their networks through 
the discounts they negotiated with providers, a marketing mes-
sage that continues to this day. Further, it allowed them to grow 
market share and, at least in some areas, drive health care financ-
ing costs. One thing that didn’t change was paying brokers a 
commission on the premiums of the policies they sell, which 
dates back to the first life insurance policies sold in the 1800s. 

Fast forward to 2010 and the passage of the Affordable Care 
Act (ACA). One provision, known as the Medical Loss Ratio 
requirement, was created with good intentions. The premise was 
that requiring carriers to spend a minimum of 80 to 85 percent of 
premiums (depending on plan type and employer size) on paying 
medical claims would prevent them from being overly profitable 
and would help control costs. It hasn’t turned out this way for sev- 
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eral reasons. First, after paying medical claims, broker commis- 
sions, and normal administrative costs, carriers weren’t making an 
unreasonable profit in the first place. In fact, it is a far smaller per- 
centage of revenue than most businesses would be able to survive 
on, albeit a small percentage of a VERY large number. 

Second, because profit is now tied to a percentage of pre-
mium, which is a function of underlying medical costs, the carrier 
now has an increased financial incentive to ignore rising costs, so 
long as their costs don’t rise any faster than those of their compet-
itors. This certainly existed before 2010, but the ACA turbcharged 
the dynamic. The common impression that insurance carriers’ 
large networks and client pools give them greater leverage in 
negotiating prices with providers could not be further from the 
truth. The more patients a hospital system treats from any partic-
ular carrier, the more leverage the hospital system has to increase 
fees. And employers unwittingly empower the provider’s abuse 
by threatening to leave the carrier if they are unable to come to 
an agreement to keep that large local health care system in the 
network, even if it performs poorly. 

For many years, all but the very largest employers have been 
fully invested in this arrangement. Brokers were paid a percent- 
age of premium, employers deferred the entire responsibility for 
controlling costs to the insurance carrier, individuals consumed 
whatever care their clinician advised, and everybody was sup- 
posedly happy. But as underlying medical costs have gone up, 
the only winners are the insurance company, care providers 
(especially hospitals), drug manufacturers, pharmacy benefits 
managers, and, of course, brokers. l 

A Broken Process 
Here’s what typically happens every year for those employ-

ers that are fully-insured. We will talk about how this works for 
self-insured organizations shortly. 

Around 60 days prior to the contract renewal date, your bro-
ker gets a renewal offer from the current carrier that has VERY lit- 
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tle information, explaining the proposed new premiums, which 
they can now use to shop around the market for a better offer. 
Note that this market is now tiny. There were 23 national health 
insurance carriers in 1990; there are now just four. 

Let’s pause for a moment to consider that the broker often 
gets no information at all if you have fewer than 100 employees. 
Even larger employers do not get full transparency, let alone pro-
active tools to address the underlying medical costs supposedly 
driving the new, higher rates. If your carrier released more data 
on your spending, their competitors would be able to “cherry 
pick” the money-making groups, weeding out the minority that 
loses them money every year. 

Let’s assume you are in that minority of money-losing cli-
ents. Your carrier has to make you a renewal offer by law. So why 
wouldn’t they just make that offer astronomically high? Because 
an offer with too large an increase scares off all the other carriers, 
making it less likely they can get rid of you as a customer, and 
brings them bad PR to boot. 

Playing the Competition 
Generally, carriers that want to win your business try to 

price their offer as high as they can while staying low enough 
to motivate you to move. That motivation used to be around a 
10 percent premium delta, but with costs so high and employers 
accepting that switching carriers is just part of the game, the delta 
has shrunk significantly in recent years. Say your initial renewal 
offer from your current carrier is 18 percent. One of the other car-
riers believes you’ll move for a six percent spread, so they offer a 
12 percent increase over your current rates. 

If your broker is loyal to your current carrier—and they usu-
ally are, because the more clients they have with one car- rier, the 
bigger their bonus income—he or she will share that 12 percent 
offer with them. Naturally, that carrier doesn’t have to try as hard 
because they already have your business, so maybe they match 
the new offer or come in at one percent above or below it. 
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Some brokers stop right there. They’ve shown their “value” 
by reducing the renewal rate by six percent, which can equal 
hundreds of thousands of dollars in some cases! Plus, you get to 
keep your current plan and stay with the “preferred” carrier in 
your state. Oh, and your broker gets a 12 percent pay raise for his 
efforts—and possibly additional bonus compensation. 

Some brokers will send the matching offer back to the other 
carrier, pitting the two against each other and maybe squeezing 
out another few points. Either way, your rates are no longer about 
the cost of your employees’ care. They are now about the carriers 
charging as much as they can while keeping the customers they 
want. Note that, in the unlikely event your broker was able to 
save you 20 percent on your premiums, he or she would also take 
a 20 percent haircut.

The Bottom Line 
Once the bottom-line number is reached, if the increase is 

still more than your budget can handle, the broker will then offer 
alternative options that inevitably reduce benefits. One impact of 
reduced benefits has been a dramatic increase in employee out-
of-pocket (OOP) costs in recent years, which has made the aver- 
age worker afraid to even use their plan. Of course, this causes 
a delay in care until the person is much sicker, creating both a 
larger claim down the road and additional upward pressure on 
future rates (not to mention often leaving the employee in a cata- 
strophic financial situation). 

One last trick to beware of: Brokers love to wait until the last 
minute to meet with you to review your upcoming plan renewal. 
Why? It may be that they are proverbially “fat and happy” and 
see no need to cater to your needs or perspective. It may be that 
they have bad news to deliver and prefer to delay tough conver- 
sations. Most likely, they feel it will reduce your ability to talk 
with other brokers and perhaps make a change. 

Why do so many brokers support this system? For one thing, 
it’s all they’ve known. The average age of the typical broker is 
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well into their 50s. For another, as premiums go up, so do their 
commissions, and carriers offer large bonuses to brokers when 
they both sell new business and keep the old business where it is. 
With few exceptions, most states allow for very large “incentive” 
compensation to brokers. This can mean lavish trips and, more 
important, as much as a 67 percent increase in pay over the per-
cent paid for the same business to a less loyal broker.

Unless your organization has fewer than 20 people in your 
health plan, you’d more than likely get great benefits from being 
self-insured. If your broker/consultant doesn’t have that exper-
tise, you are being steered to a plan that benefits the carrier and 
broker more than you. Many advisors do have that expertise, so 
be careful about being a guinea pig if the broker has little experi- 
ence to draw upon.

The No Shop Offer 
“David Contorno, because you are such a great partner, we 

have an amazing offer for our mutual client! If you renew this cli-
ent without shopping the market, we will come in with an amaz-
ingly low renewal AND you will qualify for a $2,500 early renewal 
bonus! Is this something you would be interested in receiving?” 

This is an actual email I, as a benefits consultant, received from 
a large, well known carrier. It’s a tempting offer...I feel like I am in an 
infomercial of fast talk and supposed deals where all I have to do is 
act quick and I will get a better deal for me and my client! In my head, 
I hear the ShamWow guy yelling “If you order in the next 24 hours, 
we will give you the best deal of your life! But wait, there’s more! 
Act NOW, and we will double your order to include an embedded 
wellness program, and free telemedicine! But that’s not all! We will 
pay you an additional $2,500! But you must act now!” 

Please allow me to translate above... ”We at carrier ABC 
are making so much money on this case, we don’t want any-
one else possibly exposing that or stealing this nugget of gold 
from our membership base. Since your expectations of renew-
als are so low, we don’t actually have to price this fairly, all we 
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have to do is come out with a better than expected increase 
and everyone wins!”

I have to admit, I was seduced by this offer for a long time. 
I can recall one case, where I was working with my “preferred” 
carrier at the time, on an existing client. The carrier came to me 
about 75 days before renewal with a no shop conversation. I asked 
them where they would be at, absolute bottom line best num-
ber, if I agreed to not shop it. They said 5% increase. That seemed 
extremely reasonable in light of the increases I was getting right 
around the time when the ACA was being rolled out. When I com-
mitted, on my client’s behalf (without talking to them) to the offer, 
I was unaware that the client was already talking to another broker 
and that broker was out shopping the market. So, I had to back-
track on my “no-shop” promise. The carrier did not like this. The 
sales manager, to this day, still appears to hold animosity towards 
me over this case. But here was the outcome...when I was backed 
into a corner, and had to shop it, the “preferred” carrier of the other 
broker was coming in exactly in line with the pre-renewal rates. So, 
I had to push back on the current carrier, completely usurping my 
promise not to shop it. At the end of the day, we kept the cur- rent 
carrier and plans, but instead of a 5% increase, we wound up at a 
5% decrease... what a great no-shop offer! 

Now, if any of you reading this know me, you know this is 
not a good approach to managing healthcare costs. This is what 
we as an industry have been doing for decades, and I think the 
trend speaks for itself. Is a 5% decrease better than a 5% increase? 
Absolutely.... but when we got this client into a proper self-in-
sured plan about 2 years ago, their costs went down by 41%! And 
at the same time we reduced out of pocket exposure for most pro- 
cedures and services to zero for the employee! 

The Self-Insured Market 
How does this translate to the self-insured market? Most 

consultants (although not all) who support self-insured plans are 
far more sophisticated than the brokers profiled earlier. If they’re 
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not, self-insured plans can be a financial disaster of epic propor-
tions. Let’s assume this is not the case. A consultant in this space 
needs to know (1) how to set up a plan and build it out com-
ponent by component and (2) how to put protections in place 
for your company to ensure your liability is no greater than you 
can financially stomach. After all, now you’re the insurer and “no 
life- time cap” can be a scary proposition. However, a properly 
set up self-insured plan actually gives you far more control of 
costs than a fully-insured plan. With stop-loss protection, it also 
lets you tai- lor your level of comfort with risk. 

Here are the main components of high-performing self-in-
sured plans. 

• The third-party administrator (TPA) that is responsible for 
paying claims (with your money) according to the speci-
fica- tions you set up and the supporting plan documents 

• The network (usually “rented” from a large carrier) that 
pro- vides “discounts” off billed charges 

• Balance billing protection. Employers have a duty under 
ERISA to only pay fair and reasonable charges. After that 
price is determined and paid, some providers will pursue 
an employee to try to get additional payment. A proper 
plan pro- tects employees against this; in extreme cases, it 
can include legal services for the employee. 

• A pharmacy manager to handle the pharmacy network 
• Pricing contracts 
• Stop-loss protection to pay for large claims 

So now you are self-insured and are seeing a level of claims 
and spending detail you’ve never seen before. Yet costs are still 
going up each year at a similar rate, or maybe you saved some 
money the first couple of years. But now what? This is where the 
rubber meets the road for the more advanced consultant. 

A common first misstep to lower costs is workplace well-
ness programs. As we saw in Are Workplace Wellness Programs 
Hazardous to Your Health? at best, only a tiny percentage of such 
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programs have a real ROI. At worst, they can cost a bunch more 
money while irritating and potentially actually harming your 
employees. At least, in the self-insured environment, you have 
access to data that can point you toward risk factors to focus on 
(or scuttle the entire program). But the initial excitement and 
enthu- siasm over data access and your fancy new workplace 
wellness program quickly dies. Seventy-two percent of compa-
nies have these programs and, I assure you, Seventy-two per-
cent of companies are not happy with their health care spending 
trends. 

Instead, a progressive consultant brings you a multiyear 
health care plan designed to lower the price and use of overtreat- 
ment, which harms employees financially and potentially med-
ically. The plan is built on a proven approach to lowering the 
actual cost of care for ALL employees, whether they are healthy 
or not, and will generally reflect the following: 

• Serious thought for ERISA fiduciary responsibility 
• An emphasis on value-based primary care 
• An emphasis on the highest-cost outlier patients 
• Transparent open networks/reference-based-pricing (i.e., 

ways to know the actual prices you’ll pay for services) 
• Transparent pharmacy benefits 
• Data proficiency 

The plan will also include payment arrangements with pro-
viders and, importantly, complete disclosure of the consultant’s 
sources of compensation. 

Value Counts More Than Fees 
However, none of this can take place if your company makes 

one very common mistake: selecting a consultant at the same 
time you select your plans and other benefits for the upcoming 
year. A forward-looking consultant will help you see these as two 
distinct decisions that should be made at separate times. 
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As you can see, the actual “insurance” is a smaller and smaller 
piece of what the nontraditional benefits consultant brings to the 
table. In the self-insured model, stop-loss is the only insurance 
policy purchased, generally accounting for less than 20 percent 
of overall costs. Your consultant should be able to provide you 
with all the information you need to identify the best renewal 
options for noninsurance administrative functions and, critically, 
the right strategies to positively impact both the cost and quality 
of your employees’ care over the long term. 

You don’t necessarily want to pick your consultant based on 
how low their fee is. (Fees are usually a small percentage, in the 
low single digits, of your total health care spend, which doesn’t 
speak to their true value.) This is how most businesses make 
that decision, and we all know how well that’s been working. A 
truly innovative consultant will be willing to put some of their 
compensation at risk, based on performance, and turn the com-
mission conundrum described earlier on its head. Imagine pay-
ing your consultant more based on money actually saved! Now 
that’s aligning incentives. 

While no one expects an organization leader to be an expert 
in all these areas, you should be generally aware enough to 
ensure that the people trusted with handling one of your largest 
expenses are. Pick your benefits advisor with greater care than 
you would pick a 401-k advisor. After all, not only is there the 
same ERISA fiduciary liability as 401-k plans, a status quo plan 
can subject your employees to unnecessary medical harm. One 
way you can judge a consultant’s skill, integrity, and expertise 
is whether they’re certified by the Health Rosetta. Certification 
requires transparency, expertise in key areas and strategies, and 
adherence to valid cost and outcome measure- ment models. Many 
seasoned, high integrity professionals have already received this 
qualification. Learn more at healthrosetta.org/employers. 

David Contorno is a nationally recognized speaker, author and founder 
of E Powered Benefits which helps employers and brokers to lower costs 
and improve outcomes.
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Key Takeaways 
• If your health care costs have increased over the course 

of the last 5 years, there is a good chance you need a new 
advisor. 

• Separate the annual benefits process from the benefits 
advisor decision by as much time as possible. 

• Beware of brokers unwilling to align your financial inter-
ests with theirs. At the same time, value counts more than 
fees, so avoid being penny wise and pound foolish. 
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APPENDIX D

CLIENT NOTICE, PLAN SPONSOR 
BILL OF RIGHTS, AND CODE OF 

CONDUCT
l

Sample Health Rosetta Client Notice
Congratulations! We’re excited you’ve decided to work with a 

Health Rosetta Certified Benefits Professional. The Health Rosetta 
ecosystem’s mission is to help group benefits purchasers sustain-
ably reduce health benefits costs and provide better care for their 
employees. We maintain the Health Rosetta, an expert sourced 
blueprint for wisely purchasing benefits sourced from the high-
est-performing benefits purchasers and experts everywhere. 

A primary goal of Health Rosetta certification programs is 
to help benefits purchasers reduce your spending while improv-
ing the quality of care your plan members receive. This notice is 
to help you understand what to expect working with a Health 
Rosetta Certified Benefits Professional.

What to Expect?
One of our core principles is that higher transparency, trust, 

and integrity in the purchasing process improves the quality of 
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benefits-purchasing decisions. To facilitate this, HRI certified 
professionals commit in our agreement with them to adhere to 
certain specific practices.

• Only make changes that have been shown to improve 
care while improving your costs AND your employees’ 
costs. No more choosing between hurting you or hurting 
your employees.

• Review this notice with you to set expectations.
• Fully and meaningfully disclose their compensation in 

writing. 
• Think, plan, and act in your long-term interests, including 

completing 3-5-year strategic plans. 
• Adhere to the HRI Code of Conduct you should have 

received with this notice 
• Adhere to the HRI Plan Sponsor Bill of Rights you should 

have receive with this notice.

These practices significantly differentiate both certified profes-
sionals and their design, purchasing, and management process 
from the highly-conflicted, opaque status quo process. To main-
tain the quality of HRI certification programs, they’ll ask you to 
sign this notice and a couple other documents throughout the 
purchasing process.

How the Health Rosetta Ecosystem and 
Certification Benefit You

You’ll likely benefit both directly and indirectly as a result 
of working with a HRI-certified benefits professional. Here are a 
couple of the main ways.

• Higher-value benefits – You should start seeing returns 
in the form of sustainably lower costs and higher quality 
care within the next 12 months. While we can’t promise 
specifics, as this varies on many factors, Health Rosetta 
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components implemented by other employers have sus-
tainably reduced their spending by 10-40% per year. 

• Access to a deep ecosystem of solutions and best practices 
– Our health care system is in the early days of a dramatic 
transformation, with many new innovative approaches. 
This makes it difficult for you and most advisors to see 
through the noise. Certified professionals have access 
to other certified people, industry leading experts, the 
Health Rosetta blueprint, and other community resources 
to sift through this, improving the likelihood that design 
changes, programs, technologies, and services you imple-
ment are appropriate and likely to work. 

• Learning from others – The education and other resources 
we make available for certified professionals are based on 
the real-life experience of other purchasers, not theory. We 
actively cultivate shared learning to keep us abreast. We 
maintain a network of more than 3,500 experts and high 
national visibility to create a hivemind for identifying 
the best approaches. See just a few of our collaborators at 
healthrosetta.org/whowe-are/.

We have high expectations for certified professionals and work 
to attract those seeking to go above and beyond them. However, 
if you feel your certified professional is not meeting your needs, 
discuss with them or contact us directly at employers@healthro-
setta.org. We’re happy to help. You can find more resources, our 
book, The CEO’s Guide to Restoring the American Dream, and sub-
scribe to updates and education at healthrosetta.org. 

From Dave, Sean, and the entire Health Rosetta team, we’d 
like to thank you for choosing to work with a HRI-Certified Pro-
fessional.
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Health Rosetta Plan Sponsor Bill of Rights
1. Service Agreement Fiduciary Duty Protection

You have the right to ensure that your obligations as your 
plan’s sponsor, administrator, and fiduciary are protected and 
enhanced in your service agreement.

2. Transparent Relationships & Conflict Disclosure
You have the right to expect transparency, including disclo-

sure of conflicts, in financial dealings between you and your bro-
ker, advisor, or consultant, carriers, and vendors.

3. Independence
You have the right to ensure those financial dealings do not 

compromise your fiduciary responsibility and the independence 
of the advice you receive.

4. Access to all options
You have the right to receive information about the full 

range of options available to you, not just those that preserve or 
optimize your representative’s income or plan administrator’s 
revenue.

5. Independent Review
You have the right to an unbiased, independent review of all 

pertinent market options in an impartial manner, not just those 
that preserve or optimize your representative’s income or plan 
administrator’s revenue.

6. Comprehensive Reporting
You have the right to receive comprehensive reporting of 

your costs, and the potential drivers of those costs.
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7. Answers to Questions
You have the right to receive answers to your questions, with 

no cloaking of responses with HIPAA Privacy and other “confi-
dentiality” curtains.

8. Effective Adjudication
You have the right to expect those you hire to adjudicate 

benefits to give their best effort to identifying inappropriate and 
grossly inflated charges before they issue payment.

9. Access to data
You have the right to your data and should agree upon this 

requirement prior to execution of any vendor agreement.

10. Complete reporting
You have the right to receive complete service and outcome 

reporting from each of your vendors, including all fees associ-
ated with services rendered.

Health Rosetta Benefits Advisor  
Code of Conduct

Good for employees and employers 
We resolve to only implement programs and solutions that 

seek to improve the plan sponsor’s bottom line, the plan member’s 
bottom line, and, most importantly, the plan member’s health.

Programs should do no harm
We resolve that brokers, consultants, and advisors should do 

no harm to employee health, corporate integrity, or employee/
employer finances. Instead, we will endeavor to support 
employee well-being for our customers, their employees, and all 
program constituents.
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Employee Benefits and Harm Avoidance 
We will only recommend implementing programs with/

for employees rather than to them, and will focus on promoting 
responsible practices for the health plans we serve. 

Our choices of programs and strategies shall always priori-
tize best outcomes at the lowest cost, in that order, with a strong 
focus on the responsibility that an employer should provide 
affordable coverage for their employees while respecting the 
financial integrity of the business.

Respect for Corporate Integrity and Employee Privacy 
We will not share employee-identifiable data with employ-

ers and will ensure that all protected health information (PHI) 
adheres to HIPAA regulations and any other applicable laws.

Commitment to Transparency 
Our focus shall be to bring transparency to all levels of health 

care financing. From how we get paid to how insurance compa-
nies and PBMs get paid to how providers get paid.

Commitment to Valid Outcomes 
Measurement of contractual language and outcomes report-

ing will be transparent and plausible. The end goal is to improve 
outcomes and quality of care while lowering costs, and the abil-
ity to do this shall be measured and reported on in a valid, con-
sistent, and accountable format.
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APPENDIX E

SAMPLE COMPENSATION 
DISCLOSURE FORM

l

The following is a sample broker compensation disclosure form 
to help you improve your benefits purchasing process. The sta-

tus quo is rife with conflicts of interest stemming from undisclosed 
compensation arrangements. This prevents benefits purchasers 
from making the most informed and intelligent purchasing deci-
sions. We’ve found that the first step toward high-performance 
benefits is disclosure of incentives to minimize conflicts, create 
transparency, and increase trust in your advisors and process.

Calculation of Fees
In general, each fee should be calculated in one of five ways.

1. Premium based. Fees are based on the amount of premium 
for each line of coverage. This is normally expressed as a 
predetermined percentage.

2. Claims-based. Fees are based on the $ amount or number 
of claims in the plan and generally are expressed as per-
centages or aggregate per-claim fees for the period.

3. Per member or eligible employee (e.g., PMPM/PEPM). 
Fees are based on the number of eligible employees or 
actual members in the plan.
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4. Transaction-based. Fees are based on the execution of a 
particular plan service or transaction.

5. Flat rate. Fees are a fixed charge that does not vary, regard-
less of plan size

You can also access a regularly updated digital version of this firm on 
the Health Rosetta Institute’s website (healthrosetta.org).

HEALTH ROSETTA INSTITUTE BENEFITS 
REPRESENTATIVE COMPENSATION DISCLOSURE 

FORM

Advisor: _________ Client: _________ Period: ___________

Background
A key element of the Health Rosetta Institute’s mission is to 

help benefits purchasers build transparent, trusted relationships 
with benefits advisors. These relationships are critical to an effec-
tive benefits-purchasing process, particularly in today’s world of 
skyrocketing health care costs and limited ability to push those 
costs on employees. This form is one resource to help you.

Advisor compensation is a small portion of total spend, but 
the right one can guide the way to dramatic improvements in 
your plan costs and quality. The total amount shouldn’t be the 
primary focus. Instead, it should help build trust and identify 
potential conflicts.

High-value, forward-leaning advisors are worth their weight 
in gold. Plus, the strategies they use typically improve your bot-
tom line, reduce your employees’ out-of-pocket spending, and 
improve the quality of care they receive. Think of it this way:

Would you rather pay four percent to an advisor who reduces total 
spending by 15 percent or two percent to one who “negotiates” a 15 per-
cent increase down to a seven percent increase? For every 100 employ-
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ees on an average plan, you’d save $247,220 in year 1 and $1.2 million 
in 5 years (net of the higher compensation).

Unwillingness to disclose compensation is typically a red 
flag that recommendations may not align with your interests. 
The benefits world often has undisclosed conflicts and incentives 
that make intelligent purchasing decisions difficult. To help you 
get around this, we’ve created a free guide for selecting high-
value advisors.

Contact us at healthrosetta.org to learn more about improv-
ing the cost and quality of your health plan, about Certified Pro-
fessionals, and about how we help benefits purchasers. A special 
thanks to Eric Krieg at Risk International Benefits Advisory, David 
Contorno at Lake Norman Benefits, Josh Jeffries at Arkin Youn-
gentob Associates, and Tom Emerick at Edison Health for helping 
create this form. Each is a worth-their-weight-in-gold type.

Overview of Services Provided
Some fees may be estimates and will vary throughout the 

course of the year. However, the variance shouldn’t be signifi-
cantly, unless something significant and unplanned happens.

Service Provided
External 
Vendor

Cost/ Fee for 
Service

Compensation 
Type

Total 
Compensation

Core Consulting Services

Pharmacy Consulting 
Services

Actuarial Services

Compliance Services

Wellness Consulting

Claims Audit

Data Analytics and 
Clinical Services
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Communications

Decision Support 
Services and 
Transparency Resources

Benefits Administration

Total Projected Annual 
Costs

Expected Financial Compensation from 
External Vendors

Category Vendor Effective Date Compensation 
Type

Total 
Compensation

Medical

Rx

Dental

Vision

Stop loss

EAP

FSA

Group Life

AD&D

LT Disability

ST Disability

Cancer

Critical Illness

Wellness

Disease Mgmt.

Broker Fee

Other

Total
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Are any compensation multipliers or other bonuses applicable to 
the above categories of compensation?
o Yes (please describe below) o No

If yes, are they included in the above dollar amounts?
o Yes  o No

Do you or your firm accept any non-account specific financial 
compensation from any products, services, or vendors you’re rec-
ommending, including, but not limited to, contingent or bonus 
commissions, override or retention bonuses, and backend com-
missions?
o Yes (please describe below) o No

Do you or your firm have any other financial or non-financial 
compensation, potential conflicts of interest, or incentives related 
to products, services, or vendors you’re recommending, includ-
ing, but not limited to, ownership, equity stakes, revenue/profit 
sharing, GPO/coalition participation, preferred vendor panels, 
conferences or trips, or personal relationships?
o Yes (please describe below) o No

Are there any potential reasons that could cause costs of services 
or compensation to vary more than 10 percent from the above 
projections?
o Yes (please describe below) o No

Please describe details related to any questions to which you 
answered yes above, including the specific, expected, or esti-
mated dollar value. Attach additional pages if necessary.
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Total Expected Compensation

Consulting Services

Compensation from External Vendors

Cost of Services from External Vendors

Advisor Client
I certify that to the best of my  I acknowledge that the signed 
knowledge the above is a  Certified Advisor has presented and 
complete and meaningful disclosure  adequately reviewed the above 
of my firm’s entire compensation. disclosures.

Name: ________________________ Name: ________________________
Entity: ________________________ Entity: ________________________
Title: ________________________ Title: ________________________
Signed: ________________________ Signed: ________________________
Date ________________________ Date ________________________
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APPENDIX F

HEALTH ROSETTA PRINCIPLES
l

The Health Rosetta Principles were created and curated with 
Leonard Kish. We drew these insights from dozens of the 

most forward-looking individuals in the health care industry. 
The Health Rosetta components in part IV of the book speak to 
how health care purchasers can be wise about their health care 
purchasing. The principles below speak to how the health care 
industry should respond to changing purchasing and patient 
behavior to navigate uncharted terrain. They are the guide for 
how the industry can succeed in the future health ecosystem.

Leading thinkers ranging from Bill Gates to Esther Dyson 
have written essays on specific principles that we invite you to 
read at healthrosetta.org/health-rosetta-principles. The essays 
expand on each principle to make them more actionable. In the 
open-source spirit of the Health Rosetta, we invite others to con-
tribute their essays to advance the cause.

A New Medical Science
1. A New Paradigm – A new social, psychological, biological, and 

information-driven medical science is emerging that will better 
understand a person’s environmental context and its relation-
ship with disease. It’s precision medicine but more, using sen-
sors and networks to better predict and prevent as well as treat 
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the root causes of disease. No vision of the future of medicine can 
be complete or even competent if it doesn’t recognize these new 
sources of information and the power of patient engagement.

2. Open source and open knowledge – Open source, open APIs, open 
data, and open knowledge (such as wikis) will become central 
to defining a common architecture to support this new science. 
These are modern versions of peer review.

3. Nonclinical determinants of outcomes – To improve care and 
reduce costs with this new science, we must focus on what 
drives 80 percent of outcomes, the nonclinical factors, which 
include social, economic, and psychological determinants of 
health.

4. Cross-disciplinary collaboration – Cross-disciplinary collabo-
ration and sharing of research data will be a requirement to 
accelerate new discoveries.

5. Evidence-based understanding of what works – This new sci-
ence will arrive at an evidence-based understanding of what 
works through a great wealth of shared longitudinal health 
data captured through mobile devices, sensors, and health 
records. It must be mindful of the concept of transforming 
data to actionable information, knowledge, and wisdom.

6. Understanding the personome – The new medical science will 
focus on understanding the personome. “The influence of the 
unique circumstances of the person—the personome—is just 
as powerful as the impact of that individual’s genome, pro-
teome, pharmacogenome, metabolome, and epigenome.”

Openness Drives Effective Action
7. Individual choice – Individuals have the right to make choices 

and control their health destiny with the best information 
available.

8. Open access to information – Open access to information will 
enable individuals to make the best decisions and become 
well-informed individuals, particularly when curated and 
contextualized by clinicians.
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9. Openness and privacy are not in conflict – Openness and privacy 
are not in conflict with the right kinds of identity, consent, and 
data-control mechanisms in place.

10. A required culture change – This openness will come with a 
required culture change. We must release information in order 
to ensure high-quality information and code. In software, 
Linus’ Law states, “Given enough eyeballs, all bugs are shal-
low.” Keeping information sealed until it is perfect will mean 
we miss opportunities to improve the data and fix the system.

Economics and Transparency
11. Information asymmetries – Information asymmetries lead 

to inefficient systems and suboptimal outcomes. Access to 
life-saving, taxpayer-supported research must be open.

12. Social determinants of health – Health and wealth are tightly 
linked. Eventually, poor financial health will negatively 
impact overall health.

13. Cost as comorbidity – The cost of care can be a comorbidity. By 
ignoring costs in clinical decisions, conditions can worsen as 
financial stress may drive individuals to choose not to follow 
a plan of care because it is too expensive.

14. Individual’s right to know the cost of care – Individuals have the 
right to know how much care will cost before receiving care, 
whether that cost is out-of-pocket or covered. When there 
is unpredictable complexity (not caused by medical error, 
which shouldn’t be charged for at all), individuals should be 
informed of the most likely ranges.

15. Personal responsibility – Individuals have personal responsibil-
ity to manage their lives along with their care.

Relationships and Peer-to-Peer Networks 
Will Become Central

16. Communication as medical instrument – The most important 
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“medical instrument” is communication. Communications 
drive actions, build relationships, and create trust.

17. Data liquidity for improving health – Exchange of personal 
health data will become enabled via decentralized Peer-to-
Peer (P2P) networks and “HIEs of 1.” These P2P exchanges 
will improve health literacy, healthy action, and a functioning 
health economy.

18. P2P networked conversations – P2P networked conversations 
will empower new ways of better organizing health, allowing 
individuals to “organize without organizations” (h/t Clay 
Shirky) for better care.

19. Individuals and health research – Verifiable but deidentified, 
opt-in health data will become part of a unified view for 
research and risk assessment. Individuals will have the choice 
to contribute.

New Intelligence
20. Cognification – To “Cognify” (h/t Kevin Kelly) is to instill 

intelligence into something. Medical knowledge will increas-
ingly be “cognified” into the IoT as much of the world around 
us is made “smart” and data-aware. This is good and will free 
people to care for themselves where and when they choose.

21. Feedback – All feedback has utility. Whether the news is good 
or bad, opinions that become known are a source for improve-
ment and competitiveness.

Community-driven Health
22. Stewarding social and economic factors – True health system 

leadership comes from not just being stewards of hospitals 
and clinics but stewarding social and economic factors and 
the physical environment of a community, which account for 
half of outcomes.

23. Partnering for community health – Assessing community health 
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needs and adopting strategies to address those needs will 
provide hospitals with a valuable opportunity for community 
partnerships to identify strategies for improving health, qual-
ity of life, and the community’s vitality.

24. Building health literacy and community – Health care organi-
zations that aggressively promote health literacy will build 
community capacity in addressing health issues. This may 
mean enabling and curating others in the community to 
reach everyone.

25. Health and financial literacy – Start by teaching medicine and 
psychological self-awareness and resilience to kids. Health 
education should include the “medicine” we consume every 
day (i.e., food). Insurance/benefits literacy should be included 
in schools’ financial literacy courses.

26. School lunches – School lunches are an access point of great 
power: they reinforce or remove the unhealthy products we 
consume.

27. “Let food be thy medicine” – Hippocrates said, “Let food be thy 
medicine and medicine be thy food.” Individuals are “poi-
soning” themselves with the food they eat, largely without 
knowing it.

28. “Walking is man’s best medicine.” – Hippocrates also said, 
“Walking is man’s best medicine.” Communities and work-
places that make it easy to walk and be active can gain an 
advantage over the status quo.

29. Health care waste: A bandit stealing from our future –Health care 
is breaking U.S. schools. Money once directed to education is 
getting gobbled up by health care’s hyperinflation, exacerbat-
ing the problem that kids don’t learn enough about health, 
nutrition, finance, or any of the things that lead to healthy, 
long lives.
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New Choices for Individuals and Care Teams
30. Health isn’t limited to the clinic – Health is not the limited time 

individuals spend in clinics. What happens in the other 99+ 
percent of their life has the greater impact on an individual’s 
overall well-being.

31. Better choices through motivation – We will learn how to rapidly 
enable better choices through motivation, tools, and access to 
better choices and lifestyles. Each individual will respond dif-
ferently, requiring a whole new level of personalization.

32. Understanding motivations and habit change – People are compli-
cated with both innate drives and ingrained habits that work 
against long-term health. The psychology of understanding 
these motivations and habits is critical to success in achieving 
better health.

33. Wisdom of the individual – People will make incredibly smart 
decisions when they understand the true risks and choices.

34. Mental health – Mental health is an equal component of a per-
son’s overall health. Mental health directly impacts our phys-
ical health and our ability to recover from disease or medical 
interventions. Therefore, mental health needs to be deliber-
ately and systematically integrated into the general health 
care system.

35. Nutritional and environmental causes of disease – Open informa-
tion and research are needed to understand the nutritional 
and environmental causes of disease.

36. Unhealthy food – Foods that are devoid of nutrition are the 
tobacco of this generation.

37. Optimizing health – We have defined sick care very well: what 
happens when things go wrong and how to correct them. We 
have very little understanding of how to keep things going 
right, how to get people back on track when they go off the 
rails, or how to continually optimize health. Innovations in 
research are changing this; new entrants will figure out how 
to enable it.

38. Preventing the need for care – Systems will be designed so indi-
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viduals can stay healthy, take as few drugs and have as few 
procedures as possible, and avoid the system as much as pos-
sible by engaging in self-care.

39. Embracing the “flat world” of care – The emergence of a flat 
world opens new avenues to innovation around what has 
worked in other cultures. We have the opportunity to learn 
to be open to ways of health care that originate outside our 
borders, particularly those that are more appropriate to the 
underserved.

Individuals and Engagement
40. Inclusivity with individuals and caregivers – Individuals and 

their everyday caregivers are the greatest untapped sources 
of information, knowledge, and motivation. Empowering 
them to work together will optimize care.

41. Experience had a “Triple Aim” too – The effectiveness of engage-
ment is tightly aligned with how convenient it is; how easily 
it integrates with where we live, work, and play; and how 
culturally relevant and cost-effective it is.

42. Leveling the playing field – Engagement and empowerment 
are different. Individuals are often most engaged, but least 
empowered. Putting individuals and clinicians on the same 
level will improve care.

43. “Patient engagement” is backwards – “Patient engagement” is 
valuable but backwards. Individuals need the health system 
to be engaged with them and regularly, not just during visits.

44. “Individual-centered” engagement – An engaged individual is 
very different from “patient engagement” (h/t Gilles Fryd-
man). One is individual-centered, one is health system-cen-
tered. Achieving full health is the goal, not engaging with the 
health system.

45. Engagement for avoiding the health system – An individual can 
be engaged with their own health without entering the health 
system at all (h/t Hugo Campos), and this is a good thing.
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New Economics
46. Choose wisely – Oftentimes, less is more.
47. Prevention – Oftentimes, early is better than late.
48. Overtreatment – Overtreatment is one of health care’s greatest 

challenges. In many cases, no treatment is much better than 
treatment.

49. Sustainability – A system that profits more from people with 
“problems” than those without and has a default set at “treat 
more” is destined to collapse due to its inherent unsustain-
ability.

50. Evidence-based care delivery – Driven by individual’s access 
to information and, informed by statistics, treatment will 
become better aligned with science.

51. Empowering a patient to make rational economic choices – Indi-
viduals enter the health care system to get measurements; to 
be diagnosed; and to seek answers and, when appropriate, 
treatment. Individuals who can will increasingly seek alter-
natives outside of expensive, inconvenient care centers. This 
will drive positive overall change in the health system.

New Education
52. Scaling medical education for the future – Medical education 

will be made continuous, engaging, and scalable in the age of 
increasing clinical demands and limited work hours.

53. New approaches to learning – Medical educators will make 
thoughtful use of technology and learning design. Those who 
excel will learn how MOOCs, community engagement, social 
media, simulation, and virtual reality can enhance medical 
education.

54. Harnessing the data deluge – The flood of new medical infor-
mation is impossible for any one person to stay on top of. 
Physicians and other care providers will be enabled by better 
systems for filtering what’s valuable for an individual’s care.
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55. Rapid evolution – Effective medical education must and will 
evolve rapidly to focus on care delivery and the use of digital 
tools in care delivery.

56. Physician as community manager – Medical education will rec-
ognize that, because only 10–20 percent of health outcomes 
are driven by clinical care, physicians must also be stewards 
of community transformation, entering into multidisciplinary 
alliances.

New Data Ownership Rights
57. Individual Rights – An individual’s access to and management 

of data about him/herself is a fundamental human and prop-
erty right. Why is it easier to have your medical data hacked 
than for you to get access to it? (h/t Eric Topol)

58. Monopolies – Monopolies on medical knowledge and informa-
tion are unethical.

59. Single Patient Record – Now that all information can be con-
nected all the time, there should be only one record of health 
data that comes from an individual, controlled by the individ-
ual. Problems with HIPAA and “information blocking” are 
symptoms of a broken, pre-Internet, paper-driven era.

60. Property Rights in a Distributed System – Platforms will be 
developed to enable transactions around health data property 
that are decentralized, yet able to focus on the individual in 
an instant. Be prepared.

61. Patients’ Right to Data About Them – Individuals have a right to 
any data that comes from measuring an internal state of their 
body, including from medical devices.

62. Immediacy of Access to Health Data –People have literally died, 
waiting for their lab data. Lab and other data should be made 
accessible to the individuals as soon as it is available. 

63. Data Doesn’t Cause Medical Harm – Medical regulations exist to 
protect individuals from medical harm. Data, ideas, and infor-
mation in the hands of individuals cause no medical harm.
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64. Safe Access to Data Without a Doctor’s Permission – Individuals 
should have access to metrics and analysis about their own 
body without a doctor’s permission as long as that access 
poses no significant medical risk.

65. Right to Privacy – Individuals have a right to health data pri-
vacy and only they or their legal agent can give permission 
for sharing their data. 

66. Health Information Anti-Discrimination – Health data collected 
about an individual cannot be used to determine a person’s 
access to capital (via credit ratings), employment, education, 
housing, or health care services. This will be legislated and 
ensured by new technologies.

New Roles and Relationships for Providers
67. Misaligned Incentives – Misaligned reimbursement schemes 

have impaired providers from doing the primary job of heal-
ing and have often robbed them of their humanity. Paying for 
value will help them reverse course.

68. Enlightened Providers Partner with Patients – The enlightened 
clinicians who embrace these guiding principles will gain a 
powerful competitive advantage by partnering with patients 
who have taken responsibility for their own care.

69. Maintain Trust in Health Professionals – Nurses, doctors, and 
pharmacists are among the most trusted professionals; they 
need to respect this trust and continue to earn it by influenc-
ing patients only for the patients’ good. 

70. Whole-Person View of Health – World class care teams require 
a holistic view of a person’s complete health, which includes 
their mental health as well as their physical health.

71. Embracing the Science of Behavior Change – Relationships fuel 
behavior change (both positive and negative); motivation, 
triggers, and ease of action are keys to enabling that change.

72. The Importance of Relationships – Aim to motivate, teach, consult, 
and enable. Clinicians cannot expect participation in a care plan 
(i.e., “adherence”) without mutual understanding. Recognize 
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that when an individual is not incapacitated, they are in control 
of whether they fill prescriptions, follow a care plan, etc.

73. Health Care Extends Beyond the Walls of the Clinic – The best care 
is and will be collaborative beyond the walls of any one insti-
tution. Just as “the smartest people work for someone else,” 
the smartest providers practice outside of one clinic or hospital. 
The smartest provider may, in fact, be a collective, or the crowd. 
New ways to open communications will drive better care.

74. Flipping the Clinic – Many times, the best place for interaction 
between the clinician and an individual isn’t at the clinic. We 
can flip the clinic. Much of what has been done at a clinic visit 
can be done more effectively in the comfort of an individual’s 
home via email and other digital tools or in social settings 
such as churches or community organizations.

75. Embracing Data to Deliver Better Care – The most relevant pro-
viders will be conversant with data analytics and tools. They 
will be experts in care delivery, not just diagnostics and tradi-
tional medical science.

A New Competition in Life Science & 
MedTech

76. Embracing the New Science – Tomorrow’s leaders will rede-
sign research and development to capitalize on new science 
dynamics and mobile technologies.

77. Embracing New Partnerships – New and nonobvious partner-
ships will need to be forged to ensure leadership in the future. 
Alliances with health tech and consumer health Internet com-
panies will be as important as alliances with academic medi-
cal centers have been in the past.

78. Broadening the Value of Post Research Relationships – Posttrial 
relationships with individuals will allow cocreation and 
insights not possible before. That is a largely untapped oppor-
tunity. ResearchKit is just the beginning.
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79. Openness to Engagement – The individual’s relationship to a 
device or therapeutic may be as profound as their relation-
ship to their doctor, or more so. Be available and open to such 
engagement to make improvements.

New Health Plans, New Health Benefits
80. Fee for Service Is Dying –Transition now in every way you can.
81. The Dirty Secret of Health Plans – The dirty secret of health plans 

is that higher care costs have, counterintuitively, led to greater 
profits for the plans. This is changing. Winning health plans 
will capitalize on the opportunity to fundamentally rethink 
plan design to be optimized for the fee-for-value era.

82. Catalyzing Patient Engagement – Catalyzing patient engage-
ment will lead to better care and a more competitive offering.

83. The Next Dirty Secret – The next dirty secret of health plans 
is that they are money managers. The longer they hold onto 
money, the more they make. 

84. Investing in Members’ Financial Security – Rather than reflex-
ively denying claims and building up a mountain of ill will, 
insurance companies should invest resources in protecting 
their member’s financial security.

85. The “Negaclaim” – Customers will, in effect, “self-deny” their 
own claims. A new metric for success is the “Negaclaim”—an 
unnecessary claim avoided. This isn’t about denying care. Just 
as energy consumers aren’t interested in kilowatt hours, indi-
viduals aren’t interested in health claims—they want health 
restored and diseases prevented.

86. True Informed Consent – When individuals are fully educated 
on the trade-offs associated with interventions, they generally 
choose the less invasive approach.

87. “Essential Access,” the Corollary to “Essential Benefits”—The 
ACA defined “essential benefits” but there will be a corol-
lary about rights to “essential access” as part of coverage. 
Any modern health plan offering will include virtual visits, 
transparent price info, updated provider directory, same-day 
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e-mail response, next-day test results, etc.—all eminently 
doable with today’s modern technology.

88. Rethinking Benefits Design and Procurement – As CFOs & CEOs 
are failing in their fiduciary responsibility by being overly pas-
sive in how they procure health benefits, the second or third 
biggest expense after payroll. A rethought health care purchas-
ing plan drives direct financial returns, but, most importantly, 
enables your valued employees to do what they desire — realize 
their full potential. Elements are defined at healthrosetta.org.

89. Aligning Laboratory Testing and Genomics – Genomics and pro-
teomics information and testing will be key components of 
personalized medications, tailored to provide the best dose/
response relationship in each patient. Because of their impor-
tance, these tests and genomic information must be covered 
by health plans and insurance.

New Health System
90. Transitioning Care Beyond the Walls of the Clinic – Hospitals 

have provided amazing service for the last 100 years, but 
location is becoming less important for health care. Care can 
happen almost anywhere at lower cost. What conditions hos-
pitals treat, and how hospitals serve their communities will 
dramatically change over the coming decades.

91. Reimagining Technology in the Fee-for-Value Era – Health sys-
tems’ technology procurement process must be up to the task. 
Systems grown and optimized for the waning fee-for-service 
era often have the polar opposite design to what will optimize 
the fee-for-value era. Virtually every new health care delivery 
organization that is outperforming on Triple Aim objectives 
has deployed new technology reimagined.

92. Focusing on Communication over Billing – Outside of health 
care, millions of organizations have reformulated how they 
interact with their ultimate customers with better communi-
cations tools. Next generation health care leaders understand 
that tools will focus on communication over billing.
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93. Borrowing a Page from the Newspaper Industry –Newspaper exec-
utives dismissed an array of new asymmetric competitors 
including eBay, Craigslist, Monster.com, Cars.com, Facebook, 
Groupon, ESPN, CBS Marketwatch and more who stole adver-
tising, media consumption, or both. Health system executives 
are doing the same thing today, and the issue is the same: how 
valuable content will be delivered in the future. The content is 
different, but the issue of distribution is the same.

94. The “Forgotten” Fourth Aim – Winning health care delivery 
organizations recognize that the Quadruple Aim will deliver 
sustainable success. The “forgotten aim” is a better experience 
for the health professional, which leads to a better experience 
and better outcomes for patients. Layering more bureaucracy 
on top of an already overburdened clinical team ignores that 
the underlying processes are frequently underperforming and 
that a bad professional experience negatively impacts patient 
outcomes.

95. Unshackling Innovation – Health care organizations wanting 
to reinvent can harness new opportunities by unshackling 
their smart, innovative team members and outside thinkers 
to reinvent their organizations for the next 100 years. Those 
that enable their customers will emerge as the leaders for the 
next 100 years.
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APPENDIX G 

WHY DOCTORS ARE RUNNING 
OUT OF EMPATHY 

l

Those not enmeshed in health care typically are unaware of 
how dramatically things have changed for physicians. The 

majority of physicians will no longer recommend their profes-
sion to their children. Of course, that is the tip of the iceberg. As 
mentioned earlier in the book, there are record levels of burnout 
and even suicide for physicians. The only silver lining is that the 
experience in far too many hospitals is so appalling for physi-
cians that it leaves many physicians no choice but to either leave 
the profession or be leaders in the next 100 years of modern med-
icine. Dr. Mohseni is a good example. He left the toxic work envi-
ronment and is working on a new health care delivery model 
to address a large unmet need. The following essay beautifully 
captures the problems that are far too frequent in hospitals today. 
As health care is transformed and hospitals either reinvent them-
selves and their culture or they perish, we shouldn’t over-senti-
mentalize today’s hospital environment. It’s important that we 
understand that the underperformance on health outcomes in 
our status quo health care system is only matched by how much 
physicians, nurses and other clinicians are frequently victimized 
in hospitals. 
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Inside the “sickness-billing industrial 
complex” 

By Alex Mohseni, MD 

Walking up to the door of the waiting room, I knew what lay 
behind it. The gnawing torment would start the day before, or 
sometimes two days prior. Three parts nausea, two parts dread, 
and a dash of anxiety — the recipe was always the same. Just add 
an organic grass-fed doctor, and you have yourself a nice little 
snack for the healthcare system to chew up and unceremoniously 
spit out. 

This is my story: a successful emergency medicine physician 
by external parameters, but internally strained. The person who 
came out of residency — a supremely confident physician ready 
to take on the world — would never recognize himself 11 years 
later. My experiences in our healthcare system transformed me, 
and my story is not unique. There is a sickness that permeates 
our medical providers within our healthcare system: it is as easy 
to catch as influenza and as hard to treat. 

But before we diagnose this sickness, I would like to describe 
the context within which we work, this so-called “healthcare sys-
tem.” I find the phrase “healthcare system” difficult to write, 
because it is an inaccurate representation of what it purports to 
describe. If we take the word “healthcare” to mean the mishmash 
of hospitals, doctors, insurance companies, and vendors that 
profit from our physical and mental maladies, then perhaps it 
would be more accurate to call it “sickness-billing.” It is truly 
“sickness” rather than “health” that the industry focuses on, and 
“billing” rather than “care” on which it spends the better portion 
of its time. And if we take the word “system” to mean an orga-
nized set of people working together for a common goal, and if 
one has ever spent a day in a hospital, then one recognizes that 
the word “ataxia” better communicates the reality of the experi-
ence. “Ataxia” is a medical term we use to describe the inability 
of a person to move their body in a coordinated way. 
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But “ataxia” may be too obscure, so I’ll use the term “indus-
trial complex” — just think of the patients as our industry’s wid-
gets. 

This sickness-billing industrial complex, or SBIC — our 
healthcare system’s true identity — is an uncoordinated amal-
gam of special interests profiting from a series of unintended 
con- sequences of poorly designed policies. So how did we go 
from “healthcare” to the SBIC? What happened in the last 20 to 
30 years? Here is my version of the story. 

Government food policies, such as the subsidization of 
corn and the promotion of sugar- and carbohydrate-rich foods 
as “low-fat” alternatives, resulted in a massive increase in calo-
rie-dense, nutrient-poor, and highly processed “foods” in our diet 
(corn syrup, other sugars, refined wheat, etc.). In addition, soci-
etal expectations of portion size and taste transformed as well. 
These dietary changes have led to dramatic increases in obesity, 
diabetes, heart disease, cancer, and rates in the United States. The 
costs borne by Medicare and insurance companies consequently 
swelled, producing a strained “system” unprepared to handle the 
increasing need for preventive care. In response to rapidly ris-
ing costs, Medicare (to which most insurance companies look for 
guidance) created a growing number of obstacles to reimbursing 
doctors and hospitals, and all payers followed suit. These obsta-
cles started as documentation-focused rules, requiring doctors to 
record a certain number of data points for each medical visit, oth- 
erwise reducing reimbursement. This is why your doctor, during 
your visit for an ankle sprain, may ask if you have had any con-
stipation, vaginal bleeding, or ringing in your ears. 

Doctors — often slow, but never dumb — adapted to the new 
rules, and learned how to recover their lost revenue by spend-
ing extra time asking unnecessary questions and documenting 
endless nonsense in patients’ medical charts. Medicare created 
a game and the doctors learned how to play it, to the detriment 
of patients. Eventually Medicare piled on even more barriers, 
which they termed Core Measures. Of course, Medicare couldn’t 
call these things “barriers to paying doctors and hospitals,” so it 
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spun the changes as a switch to “value-based care.” The prob-
lem was, most of the parameters on which it was basing “value” 
were questionable, with little basis in the scientific literature. 
Most doctors saw the parameters for what they were: barriers to 
reimbursement. 

Sure enough, the Core Measure program went awry and led 
to a variety of unintended consequences. At a particular hospital 
emergency room where I worked, it was decided that all patients 
who had the remotest possibility of having pneumonia upon 
their initial evaluation in triage were to be given a dose of anti-
biotics by mouth immediately, because Medicare had decided 
that getting antibiotics within six hours of arrival to the ER was 
a measure of quality. Some patients ended up getting antibiotics 
they did not need, while others needed IV antibiotics but had 
just received oral instead. In order to meet our “quality” goal, we 
were practicing bad medicine. 

After doctors and hospitals mastered the Core Measure 
game, Medicare created yet more games, represented by a seem-
ingly never-ending litany of acronyms that read like a Sesame 
Street song, from “PQRS,” to “MIPS,” to “MACRA.” These new 
programs were of such complexity that many doc- tors were 
faced with three stark choices: 1) spend hundreds of hours trying 
to learn and adapt to the new rules, 2) sell their practice to a hos-
pital or much larger group (an entity with the resources to hire a 
consultant to help them figure out how to play the game), or 3) 
give up and just accept the significantly lower payment. 

Sadly, many physicians have opted to sell their practices 
and give up their autonomy to a corporate entity. This is a major 
loss to our communities, as independent physician practices are 
some of the last refuges against the corporate practice of medi-
cine. Just as sad are those doctors who try to stay afloat in the sea 
of acronyms, barely keeping their heads above water and see-
ing patients ever more hastily, with less patient face-to-face time, 
more stress, more rushing, more mistakes, and more frustration 
— all of which may lead to a dangerous decrease in the physi-
cian’s capacity for empathy. 
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None of these new Medicare programs will work to solve 
the problems within our sickness-billing industrial complex, 
because we are not dealing with the core fundamental issues: 
we’re treating sickness instead of fostering health, we focus on 
billing instead of care, and we are completely ataxic (unco- ordi-
nated). We have a very unhealthy population gorging themselves 
on sugar-rich foods, developing preventable diseases, like type 
2 diabetes, with very expensive complications (kidney fail- ure, 
heart attack, stroke, blindness, etc.), and clinging to unrealistic 
expectations that doctors and medicines can work miracles to 
reverse the impact of years of horrendous nutrition. Meanwhile, 
we have doctors being coerced to spend a majority of their time 
figuring out how to play documentation games instead of engag-
ing patients in real health-oriented change. 

In 2006, within this context of the SBIC, came a fresh, young, 
eager new emergency medicine doctor. I truly loved learn-
ing about and practicing medicine when I began my career. It 
was exhilarating — the tight-knit teams of nurses, techs, secre-
taries, physician assistants, and doctors dealing with the chaos 
of endless streams of patients, with time pressure, challenging 
problem-solving, and quick decision-making. Great teamwork, 
amazing saves, and warm appreciation from patients were the 
norm.Then, in my second year, came my first lawsuit as an attend-
ing (“attending” refers to doctors working without supervision, 
having graduated from residency). It was a case I remembered 
with photographic precision, because it was one of my most 
intense. A patient who’d been seen by several previous physicians 
was admitted for a complaint with a very atypical presentation. 
The patient later crashed during my shift and my team and I did 
our best to save him. I remember having a very heartfelt, warm, 
and sad moment with his family at his bedside before we sent 
him via helicopter for an emergency surgery that we could not 
perform at our hospital. Unfortunately, he did not survive. That 
night, although very saddened about this gentleman’s death, I 
was proud of my team’s effort. In court I recounted the scene of 
the woman from the blood bank running her fastest into the ER 
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with several units of O-negative blood in her hand, knowing that 
every second counted; every single person was doing everything 
he or she could to save this man’s life. 

I felt like a leader of heroes. Yet, we were sued, and treated like 
criminals. To be sued when you’ve done something egregiously 
wrong is understandable. But when you’re proud of your own 
and your team’s effort, skill, and decision-making, and cannot 
imagine what you could have done better, being sued is demor- 
alizing and discombobulating. To be sued when you remember 
standing by the patient’s bedside, your own eyes welling up with 
tears, because you are a human being who feels the suffering of 
those around you... 

“I did my best. I did what I thought was right. Every medi-
cal decision and intervention I made was correct. And somebody 
hates me so much, they want to ruin my life and end my career. 
Somebody thinks I did everything wrong. Somebody thinks I am 
evil.” Such was the narrative swimming in my mind for the two 
years this case was active. Sleepless nights. Stressful shifts. Two 
years of self-doubt chipping away at my confidence and pride. 

When self-doubt takes a foothold in an emergency medicine 
physician, it is poison. The hallmark of a great ER physician is 
the confidence to make quick decisions with limited time, infor- 
mation, and resources. No amount of training or knowledge can 
supplant low confidence, and patients can sense it immediately. 

I remember as a young attending I could sense decreasing 
confidence in some of the older attendings with whom I worked. 
They shied away from some of the more complicated cases, and 
we younger attendings would happily take these more challeng-
ing cases. I remember thinking to myself back then, “I hope I 
never lose my confidence.” And yet here I was, starting to feel 
it — and I couldn’t understand why. 

To my colleagues and bosses, my performance was great. I 
was seeing patients quickly, providing great medical care, and 
achieving high patient-satisfaction results. I posted some of the 
best numbers in my practice for quite a few years, but I felt increas-
ingly unsure of myself. In fact, one of my older colleagues joked 
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to me privately that emergency medicine is the only pro- fession 
in which you can become more unsure the more you practice it. 
Not only do ER physicians rank amongst the highest lawsuit rates 
of all specialties, but they also deal with the unintended compli-
cations of medical procedures from every other specialty. This 
means that the more an emergency medicine doctor practices, 
the more acutely she experiences all the different tragic ways the 
SBIC can fail. We learn quickly, from seeing tens of thousands of 
cases of our own and our colleagues, that no matter how good 
a doctor you are, you are going to miss certain things, you are 
going to make mistakes, and certain things are going to happen 
to your patients that nobody could predict or prevent. 

But we also learn that society is not okay with that. Society 
wants somebody to blame. Family members want somebody to 
blame. Hospitals want somebody to blame. Society expects per- 
fection. Doctors aren’t supposed to make mistakes. I told my col- 
leagues that being a doctor is like being a wildebeest crossing the 
Mara River: eventually the crocodile is going to snatch one of us 
and eat him. And then he’ll get another, and another, whenever 
he so chooses, each and every time a devastating shock to the 
chosen wildebeest and those around him. 

In the ensuing few years I saw some of my colleagues get 
taken down by crocodile lawsuits while I continued to deal with 
my own. All the while, Medicare ramped up its “value-based” 
programs, increasing the documentation burden on physicians 
and hospitals. During the same period, the first and second 
generations of electronic medical records (EMR) systems were 
deployed in hospitals. Although intended to streamline medical 
documentation, EMRs dramatically reduced physician produc-
tivity. This was primarily because the EMR companies got away 
with designing software with horrendous user interfaces and 
user workflows. How? Unlike most consumer software, in the 
sickness-billing world those responsible for purchasing software 
(the hospital C-suite) are not its end users (the medical staff). The 
EMR developers sold the C-suite on “integration,” but nobody 
paid any attention to usability. 
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And the cost of these systems is astronomical. In May 2018, 
the Mayo Clinic announced that they were paying $1.5 billion to 
switch to the Epic EMR system. Pause for a moment: how could 
software cost $1.5 billion? Well, when your user interface is so 
unintuitive that you have to hire and deploy an army of consul-
tants and trainers to hold each user’s hand for two weeks, it can 
lead to truly “epic” implementation costs. As if this were not bad 
enough, the internet buzzed with stories of Epic bullying any- 
body who criticized its software. Can you imagine the backlash if 
Microsoft or Google tried to place gag orders to prevent criticism 
of their software? Yet this is the world of the SBIC. The negative 
effects of poorly designed EMRs on physician morale and pro- 
ductivity are well documented. 

With reimbursement declining due to Medicare’s new rules 
and doctors becoming less productive because of EMRs, physi-
cian practices were forced to make their doctors work faster and 
leaner than ever before. 

My experience as a doctor transformed dramatically as a 
result of all of these changes. With reimbursement going down 
due to Medicare’s new rules and doctors becoming less produc-
tive because of EMRs, physician practices expected their doctors 
to work faster and leaner than ever before. Hospitals expected 
increasingly higher patient-satisfaction results. Patients and 
families expected perfection in care and no complications or 
unexpected events. Insurance companies expected perfectly doc-
umented charts, or else no payment. And EMR vendors expected 
you to use their dreadful software and keep your mouth shut. 

These, then, were our directives: Work faster, make every-
body happier, document more, and, oh yeah, don’t ever make a 
mistake. 

For myself and many of my colleagues, our mindset before 
beginning an ER shift flipped from eagerness and energetic antic-
ipation to nausea and dread. One of my colleagues developed 
this dread of ER shifts before even graduating from residency, 
and promptly quit emergency medicine the day he graduated. 
Only later did I truly appreciate what he must have felt. 
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All physicians and nurses, and especially those in our 
nation’s ERs, make personal sacrifices to enter a profession that 
provides the opportunity and the honor to heal, comfort, and 
advise their fellow human beings at all hours of the day. They 
work weekends, overnights, and holidays while most people are 
sleeping or spending quality time with friends and family. How-
ever, when the constituent forces in the SBIC described above 
repeatedly insult and interfere with the humanity and virtue of 
medical providers, they do great damage to the provider’s ability 
to empathize. 

This loss of empathy is the sickness within our providers to 
which I referred at the beginning of this essay. Every condition 
needs a name, so I shall coin the term “empathitis.” Empathy, 
in my personal perspective of its application to the medical pro- 
fession, is the ability to preserve your sense that you are treating 
another human being. They’re not just “room 12,” or “the hyper-
tensive stroke patient,” but a human being with a name, a story, 
family, friends, hopes, and fears — a human being who deserves 
your full attention, your touch, and your diligent and meticulous 
thoughtfulness. 

Empathitis: an acute or chronic reduction in a person’s abil-
ity to empathize, often affecting his/her work and life perfor-
mance. When the forces surrounding me made it difficult for me 
to be the type of physician I wanted to be and had trained to be, 
when those forces repeatedly directed my attention to documen- 
tation, billing, EMRs, and moving patients as fast as possible, and 
when those forces continually chipped away at my mountain of 
empathy, reducing it to scarcely a handful, I knew the time had 
come to say goodbye to emergency medicine. My last ER shift 
was in the summer of 2017. 

Luckily, my departure did not signify the end of my medi-
cal career. I was fortunate to have worked for a medical practice 
that gave me the opportunity to develop skills and experience 
in healthcare technology, data analytics, business development, 
and telemedicine, and now I have the great pleasure of practicing 
telemedicine with CirrusMD, an innovative group of amazing 
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human beings who are transforming how healthcare is deliv-
ered. Now, when I see patients from my computer screen, I can 
chat with them as long as I want. They share stories with me and 
sometimes we laugh. I advise them the same as I would advise 
my own family. We don’t rush anything. More often than not, 
they just need reassurance and a little bit of guidance. Although 
I am no longer placing central lines or doing intubations, I feel 
more like a true physician than ever before. I spend time talking 
to patients about health and not just sickness. In addition to deal-
ing with whatever the patient’s acute medical condition might 
be, we talk about food choices, exercise regimens, sleeping hab-
its, behavior modifications, and stress-reduction techniques, and 
how these things may be connected to the patient’s acute condi-
tion. Sometimes we discuss fears and anxieties; I’ve even coached 
patients through full-blown panic attacks. Now I can truly focus 
on health and care, not just sickness and billing. Now I operate 
in a system that I actually like to use and supports me and my 
mission. 

I feel blessed, but I know that many of my former colleagues 
and friends in the world of emergency medicine continue to 
endure and suffer. Less than half of my residency class is still 
practicing traditional emergency medicine. In an era of doctor 
shortages and long wait times in ERs, I felt this story was import-
ant to share, so that you might have some sense as to what lies 
behind the waiting room door. 

Alex Mohseni is a physician innovator and problem solver who is deeply 
interested in building systems to solve health care’s many challenges. 
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APPENDIX H

DECODING A FULLY-INSURED 
RENEWAL (MICHIGAN)

l

A health insurance renewal is not as complicated as it seems. 
Although you may be unfamiliar with the terminology, each 

section and calculation is intended to predict a premium that 
(when paid) will fund the following:

1. Upcoming 12 months medical & Rx claims (what we want 
paid)

2. Stop-Loss premiums to reduce exposure to high cost 
claimants (negotiable)

3. Carrier’s operating expenses & profit (negotiable)

The following is an actual de-identified 2018 renewal; yours will 
look the same:
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Here’s how it looks when we categorize into the three “buckets”:
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Each “bucket” explained:

1. Upcoming 12 months medical & Rx claims  

The important facts to consider are included below. I have 
omitted “Provider Reimbursement Savings” as this is the carri-
er’s way of marketing a discount that is superficial at best. This 
discount is the amount the carrier purportedly negotiates from 
the Approved Charges submitted by providers. The Approved 
Charges come from the provider/hospital Charge Master, which 
is grossly inflated to account for the agreed discount. We need to 
focus on what is actually paid. Here’s how to add it all up:

Net Claims Considered for Rating Projection $778,843

This number is derived by taking Approved Charges, 
deducting discounts (above), member liability (deductibles, coin-
surance, & copays), and removing “high claimant” charges. This 
is where we start.

Add: IBNR (Incurred but not received) $33,032

IBNR is a legitimate consideration due to claim billing lag. 
However, this amount only represents an estimate.

Add: Large Claims Up to Attachment Point $100,000

Although this is in the “Trended Claims” section of the report, 
include this in your total claim calculations. In this example it is 
$100,000, which represents the amount paid for a high claimant.  
Yes, it looks like self-insuring and it is, in a way. The difference 
is that you pay for it about one year after it is incurred (at your 
renewal). So, in this example, the group had only one employee 
exceed the “pooling point” or “attachment point.” Thus, $100,000 
is added back. We’ll discuss this further in Stop-Loss below.
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Add: Capitation $62,527

This may be a new term for you, but it’s actually pretty simple. 
Instead of the carrier paying primary care providers per visit, they 
pay selected in-network PCPs a fixed monthly amount for each of 
your members who nominate a “capitated provider.” This amount 
is paid whether or not your employee goes to the doctor. If your 
employee does not have a regular doctor, a capitated provider is 
assigned. In this case, it equates to $183.36 per member (including 
spouses and children). This pays for about two visits per year. You 
may pay more for capitation, and I believe it discourages quality 
care. Here are a few important questions to consider:

1. Do you think every member goes to the PCP two times a 
year?

2. If the PCP cannot bill insurance for your visit, are they 
motivated to spend time with you?

3. If you’re on an HSA plan, does the member still pay for 
the visit, even if your PCP is “capitated?”

4. Is the HMO network restrictive enough to steer patients 
to low cost, high quality providers?

TOTAL Claims Paid: $984,402 [not listed]

This amount is not specifically listed on the renewal exam-
ple above. However, it is the most important statistic you need 
to calculate (see the green bubble). It includes all Medical & Rx 
incurred for a 12-month period.

2.  Stop-Loss premiums to reduce exposure to high 
cost claimants 

You may be aware of the reinsurance market if you’ve ever 
considered self-funding. Primarily known as stop-loss insurance, 
it is purchased by fully-insured carriers and self-funded employ-
ers alike.
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Pooling Charges: $171,546

This amount is the cost of stop-loss insurance for severe, high 
cost claims. It is the premium you pay for the insurance company 
to accept this risk. In this example, your responsibility is the first 
$100,000 of a big claim.  Called the “attachment point” or pooling 
point, payments in excess of $100,000 per member, are excluded 
from your claim experience & premium calculation. (NOTE: I’ve 
seen this credit conveniently omitted, make sure you see it in writ-
ing). The $100,000 deductible includes medical and Rx payments 
combined, per member. So, if you have 10 members exceed $100,000, 
your renewal will reflect a $1,000,000 increase, plus everything else!

Less: Large Claim Payments: $133,469, but really only $33,469….

In section 2 [Less large claims payments], you see $133,469 
was removed from “Claims Paid in Experience Period” (This is 
the credit you’re looking for). This means that the entire group 
of large claimants had a total of $133,469 in claims paid. In sec-
tion 6 [Large Claim Payments up to Attachment Point] you see 
$100,000 added back to your premium calculation. This tells you 
two things; there was only one large claimant, and the stop-loss 
insurance paid a net $33,469 after receiving $171,546 in premium.

One question to ask as we review each of these “buckets” is: 
if my group maintains historical medical utilization, who keeps 
the proceeds from each bucket?  When you’re negotiating a ful-
ly-insured renewal, every dollar increase is spread over your 
monthly single/double/family rate for the next 12 months.  

3. Carrier’s operating expenses & profit.

Adjustment for Membership & Benefit Changes, ADD: $40,966

Adjustments will be applied for group demographic 
changes. Demographic changes include high turnover, mid-
year open enrollment that changes member responsibility, or a 
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group wide benefit change. In this example, the group chose 
to add a 5th tier to the Rx card, resulting in a higher copay for 
members taking specialty drugs. This should reduce premium. 
However, high turnover is also present in this group. Ask for 
clarity on what changed and why any adjustments were made 
that increased the premium.

Effective Trend: 1.1111 or ADD: $94,755.

Actuarially, trend is the year-over-year % increase in claims 
expense. Practically, it is a function that insurance companies and 
health care providers use to automatically increase revenue. Trend 
is a historical look back that is then projected forward. This creates 
a self-fulfilling prophecy, resulting in an auto-increase for both your 
insurance company, and the health care providers they pay. It has 
been accepted as norm for years. Fight the urge to accept this as fact.

Previously, I mentioned if you’re considering self-funding, 
you should apply a “trend” factor to your Expected Claims bud-
get. I only recommend this if you have poor claims data. It’s your 
money to budget and if trend is less than expected, you win. Good 
carriers have nearly perfect claims data, and projected claims in 
excess of your current claims period should only be justified by 
knowledge of an ongoing/new high claimant(s).

Don’t let carriers automatically apply trend to your pre-
mium. Instead, ask them to provide the last two year’s contract 
with the hospitals in your area showing the charge master and 
discount per CPT code. Also, ask for your PBM’s (prescription 
benefit manager) prescription contract with retail cost of each 
drug and the carrier’s own discounted rate. If trend is in excess 
of Consumer Price Index (CPI normally about 2%), ask why the 
cost was allowed to increase.

Estimated Provider Adjustments, ADD: $4,350

This is, again, a fairly opaque adjustment. When I asked what 
this adjustment includes, here is the response from the carrier: 



Appendix

243

“Benefit expense items that do not run through our claims process-
ing systems. These items include payments to providers for risk 
arrangements, hospital settlements, provider incentives and phar-
macy rebates.”

If we break that down, essentially, it’s a bucket of adjust-
ments for paying or receiving money outside of contract. For 
example, drug manufacturers provide rebates as a result of PBM 
negotiation. Depending on your PBM, you receive 0-100% of 
these rebates as credit towards your renewal. In our example, one 
can assume that the carrier received $44,543 in Rx rebates. 

However, this was “washed out” by $48,892 in risk arrange-
ments, hospital settlements, or provider incentives. Ask for 
details on these expenses that apply directly to your group.

Specifically, get the list of Rx rebates received showing total 
rebate, carrier retention, and your credit. As for risk arrange-
ments and hospital settlements, if it doesn’t apply directly to 
your group, ask for it to be removed.

ADD: Projected Retention Expense, ADD: $286,144

This is a clever way to say “markup.” Here is the carrier’s 
actual definition:

“The amount charged to customers to cover the costs of pro-
viding services. This includes: claim processing, customer ser-
vice, wellness and care management, access to carrier negotiated 
provider discounts and data and analytics (reporting).”

Don’t get me wrong, markup is necessary to cover opera-
tions, G&A, overhead, and profit. Without markup, we cannot 
operate. So, the best way to analyze this line item is to benchmark 
against industry peers. In this example, the $286,144 represents 
this carrier’s markup. However, to make this number meaning-
ful, we need to change it to a PEPM (per employee per month) 
cost. This group has 163 enrolled, so the PEPM is $146.29, with a 
member/employee ratio of 2.09.
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Below are some recent industry-peer mark-ups. I’ve included 
claim processing, customer service, wellness & care management, 
network negotiation fees, claims reporting, and agent commis-
sion in each of these benchmarks:
-Carrier #1: $146.29 PEPM (fully-insured) & $96.65 PEPM (self-
funded)
-Carrier #2: $85.55 PEPM (fully-insured) & $78.56 PEPM (self-
funded)
-Carrier #3: $69.10 PEPM (self-funded)
-Carrier #4: $52.49 PEPM + hourly case management (self-funded)
-Clearly, Carrier #1 is nearly 3x the lowest competitor in the mar-
ket, and represents the highest markup.

Accordingly, one would expect a significant benefit for this 
markup. To validate this, ask the following simple questions:

-Are you receiving claims processing worth 200%-300% of market?
-Are you receiving customer service worth 200-300% of market?
-Are you receiving wellness & care management worth 200-300% 
of market?
-If I’m paying 11% trend, is the network negotiation worth 200-
300% of market?
-Is claims transparency, analytics, and plan counseling worth 
200-300% of market?
-Is my agent/advisor receiving 200-300% ofmarket commission 
to service my account?

CONCLUSION
Hopefully, this helps sheds light on the way an insurance 

carrier calculates a renewal premium, so you have leverage at 
the negotiating table. In this example, $493,156 (50% markup on 
claims) could flow through to the insurance carrier.

That’s $3,025 per enrolled employee per year! What would 
that mean to your bottom line and/or employees’ wallet?
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APPENDIX I

BENEFITS OPTIONS FOR 
SMALL BUSINESSES AND SOLE 

PROPRIETORS
By David Contorno

l

I am a small business (or individual)… how can 
I create a benefits package in the Health Rosetta 
mindset?

Health Rosetta is more a mindset than a single strategy, a 
collection of principles and practices rather than a health plan.  
While there are some regulatory and market conditions that 
make it easier to follow this model as an employer group gets 
larger, there are still some things that anyone can do.  

Small Businesses
Within the ACA, a small employer was defined as one with 

fewer than 100 full time equivalent employees (FTEs).  However, in 
October 2015, President Obama signed the PACE act allowing each 
state to decide to either keep its traditional definition (50 employ-
ees in most cases) or go to 100.  Most states opted to keep it at 50, 
although some states, NY for example, moved it or kept it at 100.  
So, from a regulatory perspective, 50 employees or fewer seems to 
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be the most common “small group.” As an employer moves up in 
size, some of the financing side strategies definitely become easier.

Although all of our strategies are common sense, they are still 
innovative to health care, and small businesses do have to get even 
more “non-traditional” to accomplish similar results.  The primary 
reason is that the ACA put more restrictions on the products insur-
ance carriers can offer in this space; in addition, there is the possi-
bility that larger-sized small employers may be subject to certain 
ACA mandates that these plans may not comply with.

Mandates, however, do not apply to most employers under 
50 FTEs.  This means there is no penalty for offering non-ACA 
compliant plans (or even no coverage). For this size employer, 
there are a few potential solutions:

1. Contract with a local direct primary care (DPC) doctor for 
your employees.  Studies show that for about 80 percent 
of people, a proper functioning primary care home can 
provide 100 percent of the care they need.  The national 
average cost is $50-$150 per employee per month.  There 
are generally no additional fees, no co-pays, and no 
claims to file.

2. Primary care alone cannot serve the needs of the remain-
ing 20 percent and can leave other people anxious about 
the “what if’s”.  In this case, a “health sharing plan” can 
provide that additional protection.  While many of these 
plans came out of a faith-based exemption under the 
ACA, several have developed in recent years that either 
remove or significantly downplay the religious affiliation 
requirements.   Ironically, although most sharing orga-
nizations want to avoid any traditional insurance terms, 
for fear of being regulated like insurance, most operate 
the way insurance was always intended to operate:  All 
members pay enough into the pot to fund judicious and 
fair disbursements of benefits to cover moderate to large 
medical encounters. (The small to moderate stuff should 
either be paid for out of pocket or handled by the DPC 
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doctor mentioned in #1 above.)  A good sharing program 
will recognize the benefits of DPC and give a discount on 
the membership fees when included.  I priced out a fam-
ily of four, with DPC and the sharing program (with an 
initial patient responsibility of $1000 per medical need) 
in Western North Carolina and the total cost for all was 
well under $700 per month for the whole family.  I have 
seen many single premiums in traditional programs at 
this price point lately.

3. If DPC is not an option, either because you have a highly 
distributed workforce or because there simply aren’t any 
near you, you may still be able to bring in many of its ben-
efits of primary care in a virtual format.  Generally, this 
costs around $100 per month for an employee.

4. Lastly, as the Association Health Plan (AHP) Rule rolls out, 
it may offer an opportunity for employers to more easily 
band together. Contrary to widespread misconceptions, I 
believe this will only give such groups access to limited 
benefits.  However, it could lift small businesses out of 
the small group market, which operates under commu-
nity rating requirements. If so, this would allow a Health 
Rosetta advisor to construct a plan that truly addresses 
incentives designed to reward quantity over quality in 
ways not otherwise available to smaller groups.

Larger Small Businesses
As an employer moves out of the 50-employee market, reg-

ulations become more onerous, but at the same time, it becomes 
easier to operate in a Health Rosetta environment.  Here are a few 
points to consider for employers of 50 to about 100:

1. Contrary to popular belief, self-insured does not inher-
ently mean more risky; it can actually be less risky than 
a fully insured plan if you want it to be.  Risk can be the 
result of an inexperienced benefits broker but it can also be 
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a deliberate choice. Due to the pressure the ACA applied 
to fully insured plans, there are today many new forms 
of protection or risk management for smaller employers, 
e.g., aggregate-only policies, spaggregate, monthly aggre-
gate accommodation, non-laserable contracts, and, as 
mentioned in #2, level funding (not to be confused with 
carrier-based level funding). 

2. Not all self-inured plans are created equal.  If you take a 
fully insured large carrier plan, and put that same plan, 
PPO network, pharmacy benefit management, etc., into a 
self-insured model, you have functionally changed abso-
lutely nothing.  You still have relinquished full control of 
both costs and utilization to an entity that benefits as costs 
rise.  Also, most carriers expressly prohibit Health Rosetta 
principles because they actively lower costs—which in 
turn lowers their profit.  

3. A “level funded plan” is often viewed as a safe, “dip a toe 
in the water” path to becoming self-insured.  When the car-
riers saw this happening, they came out with their own ver-
sions and designed them to maximize profit.  They do this 
by inflating the fixed costs, reducing the claims funding, 
and, in the rare case where there is leftover claims funding, 
keeping one-third to one-half of what you overpaid.  With a 
proper level-funded model, the self-insured employer gets 
far more control, far more flexibility, reduced fixed costs, 
and 100 percent of the excess claims funding back.

4. Once an employer determines that it can construct a finan-
cially feasible self-insured arrangement with a proper 
third-party administrator and PBM, all the Health Rosetta 
principles can easily be applied.

5. These plans can and should be designed to meet all the 
ACA mandates for both the employer and the individual.

Individuals
What can you do as an employee not in a decision-making 

capacity at a company, or as someone who is self-employed or 
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unemployed?  You can do a lot!  First off, please remember that 
health insurance does not equal health care.  Health insurance is 
just one way to pay for care.  Another is the health sharing pro-
grams mentioned above, which have been operating for a couple 
of decades and are used by approximately one million people.  
And there is still another way: It’s called cash. 

The tens of millions of people with high deductible plans can 
save enormous sums by using cash, as demonstrated by my own 
hernia operation.  Even using a facility 800 miles away from my 
home, which had much higher quality than any in my area, and 
paying 100 percent of my own costs, including travel, I paid one-
third of what my out-of-pocket would have been had I stayed 
local and used a traditional insurance plan.  Most of the time, you 
do not need to travel anywhere near that far to find a high-qual-
ity facility, but if you were going to get way better care and save 
thousands of dollars, wouldn’t you be willing to?

These same principles can be applied to prescriptions.  Espe-
cially with generics, the cash price is often below your plan’s 
co-pay.  And when you unknowingly overpay for the drug by 
showing your insurance ID card, you are actually hurting your-
self down the road in the form of higher premiums—and you 
are often hurting the pharmacy thanks to “clawbacks.”  This is 
when your plan’s PBM pulls back the difference between the 
co-pay and cost of the drug in order to enhance their profits, even 
though they literally provided no value, especially in that partic-
ular transaction.

It may not be easy, because the system doesn’t want it to be, 
but for an individual, the solution is relatively simple: You need 
to demand total cost and quality information (getting that is the 
hard part), compare these data with your insurance coverage, 
and only then decide where to go for care.  Instead, most Amer-
icans take an “insurance first” approach.  In nearly all other eco-
nomic transactions, we determine best value first, then we figure 
out how to get the money needed to pay for it.  If we all did that 
in health care, things would change for the positive very rapidly.
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CASE STUDIES
l

This chapter highlights wise employers and smart benefit 
strategies that have created replicable microcosms of high-

per- forming health care systems as good as any in the world. It’s 
in employers’ enlightened self-interest to follow suit.
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CASE STUDY: 

Copper State Bolt & Nut Company

l

Advisor Organization:  Wincline
Headquarters:  Phoenix, AZ
Industry: Manufacturing
Sector: Private
Client Size: 500+ Employees
Employees On Plan: 313
Total Lives On Plan 586
Plan funding: Self-funded 
Case Study:   1/1/2017 - 12/31/2019

Key Takeaways

1. Reduced health care spending from $500+ (PEPM) in 2017 
to under $300 (PEPM) in 2019. 

2. Achieved a 40% savings in just two years. Over $1.3 mil-
lion annually

3. Employee’s pay $0 (deductible waived) when seeking 
second opinion

Testimonial
“Without Wincline’s involvement, I have no doubt that an 

employee would have unnecessarily had his colon removed if the 
plan did not require a qualified second opinion. This saved the 
employee from unnecessary life-changing surgery and improved 
the quality of his life. Instead, he received another recommended 
surgery all for 9% of what would have been paid in years past 
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saving the employee and plan hundreds of thousands of dollars. 
Now, Copper State gets a capable, loyal and productive employee 
who appreciates what was done for him.”

Sam Tiffany, Human Resources Manager,  
Copper State Bolt & Nut Co.

“What I like about Wincline is their commitment to end the dirty 
data, provide complete transparency, and the belief they can 
transform health care.”

Sarah Shannon, President,  
Copper State Bolt & Nut Co.

Client Background
Copper State Nut & Bolt was combating rising health care 

costs on a carrier-based partially self-funded plan. Previously 
they didn’t have any strategy to handle the rising health care 
costs and were simply reacting and accepting the renewal rate 
increases year after year. In 2017, Copper State Nut & Bolt was 
facing a 30% rate increase from their incumbent carrier when 
Health Rosetta Advisor John Harvey, and his firm Wincline, took 
over. To combat rising costs it had three main goals: 1) cut unnec-
essary health care costs, 2) reduce employee cost, and 3) reduce 
unnecessary waste and misaligned incentives in the plan. 

Copper State Nut & Bolt is a manufacturer based out of 
Phoenix, AZ with over 30 locations across the US. They are a 
specialty manufacturer that provides an array of products to the 
industrial, manufacturing and construction industries. Prior to 
changing plans, Copper State was overspending on health care 
while the old-line carrier was unnecessarily profiting from Cop-
per State’s health plan through misaligned incentives and exces-
sive hidden fees. 
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Advisor Background
John founded Wincline in June 2016 with over a decade of 

experience in sales and the employee benefits industry. He did so 
with a simple mission: To change the way employers experience 
health care by eliminating the greed and inefficiency in the ben-
efits industry.

As a fee-only, independent employee benefits advisor, John 
specializes in working with his clients to navigate cost-saving, 
higher quality benefit solutions. He strives to first understand the 
company’s business, and only then designs innovative benefits 
plans to align with their corporate objectives.

John leads his team with a broad base of specialties includ-
ing employee communications, benefits technology, plan design 
analysis, and consumer-driven health plans. He’s been in this 
industry long enough to know what works and what doesn’t. As 
such, he’s highly effective at cutting through the nonsense and 
uncovering waste, fraud, and mismanagement in the health care 
industry.

Approach
Copper State Bolt & Nut was continuing to face year over 

year of rising health care costs without a strategy to manage 
their health plan. In 2017, Copper State Bolt & Nut partnered 
with Wincline, a fee only advisory firm that aligned with their 
interests, to create a proactive healthcare strategy to reduce costs, 
remove excess waste in the plan and improve overall benefits for 
the employees. 

Through active plan management and aligned interests, 
Copper State Bolt & Nut was able to identify that their existing 
partially self-funded plan was being mismanaged and root out 
waste that was increasing the profits of the carrier. John Harvey 
helped Copper State Bolt & Nut by guiding them through a two-
year process moving off a Cigna self-funded bundled plan an 
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onto a transparent open-network approach leveraging reference 
based reimbursement and direct contracts. 

This transition to Copper State Bolt & Nut reducing year 
over year costs and gaining control of their health care expenses 
did not come without its surprises and challenges. First, in 2017 
Wincline helped Copper State Bolt & Nut transition from a paid 
stop-loss contract to an incurred stop-loss contract providing the 
necessary risk management to protect the plan and it’s employ-
ees. In addition, Wincline identified nearly $100k in outstanding 
stop-loss reimbursements that the old carrier failed to issue back 
to the plan. 

Further investigation found that the incumbent plan was 
paying a large portion of carrier fees through claims portion of 
the medical plan, which is often how carriers include hidden 
and unscrutinized fees. One of these fees was a “Medical Shared 
Savings Fee” that charged Copper State Bolt & Nut 3% (not to 
exceed $3,000 per claim) of the provider’s billed charges for 
each individual in-network claim. Putting administrative fees 
inside the medical plan and claims reimbursement is a practice 
that carriers leverage to reduce their fixed administrative fees in 
order to appear competitive with other carriers. Wincline was 
able to advise Copper State Bolt & Nut by identifying and sep-
arating all the fixed fees from the medical plan so that Copper 
State Bolt & Nut had a clearer picture of the excessive adminis-
trative fees. 

Also, Copper State Bolt & Nut discovered that it’s old 
carrier-administrator was applying their use of in-network 
benefits to out-of-network providers to increase their “cost 
containment fees” but were not administering the plan cor-
rectly as they were outlined in the plan documents. Copper 
State Bolt & Nut plan documents expressed clearly that there 
were no out-of network benefits on the plan. However the old 
carrier was using their network adequacy program that gave 
them authorization to use in-network benefits to out-of-net-
work providers that boosted the carrier’s own so-called “cost 
containment” fees. 
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In addition, after identifying waste, hidden fees and blatant 
mismanagement, Wincline helped Copper State Bolt & Nut part-
ner with an independent TPA, execute an independent stop-loss 
contract, and leverage a transparent open network with reference 
based reimbursement to reduce the overall health plan costs. This 
approach was the main driver Copper State Bolt & Nut leveraged 
to reduce its health care spending by 40%, or $1.3 million annu-
ally, compared to their incumbent carrier plan. 

To help plan members and employees take advantage of 
their new health plan, Wincline created the Member Champion 
role to address employee questions, navigate members and drive 
members through optimal care pathways (second opinions, 
primary care, physical therapy, musculoskeletal surgeries, and 
more). The new member champion position was key to assist-
ing members through the complex health care system to getting 
optimal high value care. In addition to engaging members and 
creating a member champion position, Copper State Nut & Bolt 
required second opinions for surgeries to ensure the member was 
getting the best care possible. Plus, if a member sought a second 
opinion and still needed surgery, there would be no cost to the 
member and deductible would be waived. This made the smart 
choice the easy choice. 

Top-Level Results
Two years after partnering with an independent, fee-only 

advisor firm, Wincline, helped Copper State Bolt & Nut reduce 
health plan costs by 40%, a savings of $1.3 million annually. 

It’s per employee per month (PEPM) went down signifi-
cantly from $500+ PEPM to under $300 PEPM allowing Copper 
State Bolt & Nut to reinvest these savings into improving overall 
employee benefits. 

Through active plan management, a new member cham-
pion position and smart care pathways, Copper State Bolt & 
Nut was able to provide superior health care and benefits to 
its members and completely waive deductibles and all costs for 
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members when pursuing the high-value care pathway. In addi-
tion to employees saving money it saved a lot of unnecessary 
care and improved employees overall experience in their health 
care journey. The employer is now able to reinvest those savings 
back into providing better benefits for their employees over the 
long term. 



Case Studies

258

CASE STUDY: 

Gasparilla Inn & Club

l

Advisor Organization:  Mitigate Partners
Headquarters:  Boca Grande, Florida
Industry:  Service and Hospitality 

(seasonal)
Sector: Private
Client Size: 450 total, 270 benefit eligi-
ble 
Employees On Plan:  130 for 6 months of year / 

215 for 6 months = 185 aver-
age for the year

Total Lives On Plan 327
Plan funding: Self-funded
Plan Year: 7/1 - 6/30 
Case Study:  7/1/2016 - 6/30/2019

Key Takeaways

1. Reduced health care spending by 34%, saving $1.8 million 
over 3 years

2. No increases for 4 years 
3. Eliminated deductibles, from $2,500 Individual / $4,500 

Family to $0
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Client Testimonial
“We’re saving probably between five and ten thousand 

 dollars a year as a family, that’s the difference between a few 
mortgage payments and college savings for my son”

Nathan McKelvy, 
Assistant Food and Beverage Director at Gasparilla Inn

Client Background
Gasparilla Inn & Club is an upscale island resort on the 

Southwest Gulf Coast of Florida that was suffering from rising 
health care costs year after year. 

From 2013 to 2016, Gasparilla Inn had a 12% average 
increase per year in health insurance premiums under its fully 
insured plan with a traditional publicly traded carrier. During 
this time period Gasparilla Inn was also overspending on health 
care. On average, its health claims spending was 35% below the 
amount of premiums collected a year (65% loss ratio), which 
benefited their carrier’s bottomline. Gasparilla Inn’s total health 
care spend with the old plan was projected to increase to $1.3 
million in July 2016, threatening the resort’s ability to provide 
benefits to its employees. 

To combat rising costs, Gasparilla Inn had three main goals: 
1) cut spending, 2) reduce employee cost, and 3) minimize mem-
ber disruption.

Advisor Background
Carl Schuessler is the managing principal at Mitigate Part-

ners in Atlanta, Georgia. Mitigate Partners is a Risk Management, 
Cost Containment and Employee Benefits Consulting firm, which 
is a partnership of fourteen employee benefit consulting and bro-
kerage firms that allows local management within a collaborative 
environment with more than 330 years of combined experience. 
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Carl has been working as an insurance, risk management, 
and employee benefits consultant for over thirty years. His 
focus is treating the employer’s money like his own. Mitigate 
Partners goal is to provide best-in-class benefits at substantially 
lower costs, while improving clinical and financial outcomes for 
employers and health plan members.

He is an advocate of active health care management and say-
ing no to passive, status quo health care plans that reward insur-
ers more than plan sponsors and its members. Carl has helped 
large and small companies across various industries regain con-
trol over their health care benefits by creating innovative health 
care plans that meet the specific needs of their employees to 
achieve their financial goals. 

Approach
Carl was able to gain the trust of C-level executives by 

exposing how much its old health plan was draining its finances. 
He worked directly with the CFO and CEO to create a vision of 
improved clinical outcomes, coupled with better financial out-
comes for the employer and employees. 

One of Gasparilla Inn’s main goals was to increase health care 
and health benefits education among its employees. Prior to imple-
menting the new plan on July 1, 2016, Gasparilla Inn conducted 
six Benefits Education meetings in June 2016 to help employees 
understand their new benefits before the big change. Gasparilla 
has continued to hold these meetings annually, every June, to 
ensure employees remain informed about their health benefits. 

In addition to rising health spending Gasparilla Inn had sev-
eral challenges. The first obstacle had to do with its employees. 
Due to the nature of its business as a resort, Gasparilla Inn only 
operates during October to July, so most of its employees are sea-
sonal workers. They have 130 employees on its health care plan for 
the first six months of the year and then a total of 215 employees on 
its plan for the second half of the year. On average, Gasparilla Inn 
has 185 employees on its health care plan year-round. 
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In January 2016, the Affordable Care Act (ACA) came into 
effect. This made employee enrollment more challenging as the 
ACA mandated that all employees who returned in October 2015 
and had accumulated the required hours must be offered coverage. 

The second challenge was a product of Gasparilla Inn’s 
location. The Southwest Gulf Coast is one of the nation’s most 
expensive regions for health care, with up to 2,000% markups for 
common treatments and procedures like knee replacements and 
CT scans. Price variation is a major issue in standard Prefered Pro-
vider Organization (PPO) network contracts. Quality scores are 
equally as important, as there are high quality, low cost providers 
and low quality, high cost providers. Good plans actively manage 
the affordability and value of health care options and services. 

Cost of CT Scan in Tampa

The graph shows average cost, Medicare pricing, and average billed amount for a CT 
scan across six hospitals in Tampa, Florida. Traditional carrier networks contract a dis-
count off billed charges resulting in exorbitant health care spending for plan sponsors. 

Carl was tasked with providing better, more affordable 
coverage for all employees. In order to find the root cause of 
the resort’s rising health costs, he pulled a report detailing the 
resort’s health care spending from 2013 to 2016, a time period 
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when Gasparilla Inn was still under a traditional fully insured 
plan. Carl discovered that the resort was overspending on health 
care, as claims paid were only 65% of the amount of premiums 
resulting in a huge profit for the carrier.

After exposing this to Gasparilla Inn, Carl worked with its 
executives and leaders to move the resort off its fully insured plan 
and construct a better, more affordable health insurance plan. 

Top-Level Results
In July 2016, Gasparilla Inn moved off its fully insured plan 

onto a self-funded plan. By July 2019 it had saved over $1.8 mil-
lion – a 34% reduction. Under the new plan, Gasparilla Inn is 
projected to save $5 million over the next five years. 

When faced with a decision to go self-funded, Gasparilla 
Inn considered working with a traditional insurance carrier, 
but instead chose its current self-funded health plan. In light of 
what the traditional carrier projections were for 2016 to 2018, the 
cumulative savings are $3.8 million -- a 67% reduction from what 
it would have been had they stayed with the old-line carrier. 

With Carl’s help Gasparilla Inn achieved its first goal of 
reducing health care costs. Its Per Employee Per Year (PEPY) Med-
ical Expense average is now $2,993 – 75% under the national aver-
age – and its Per Member Per Month (PMPM) Prescription Drug 
Expense average is now $47.53 – 48% under the national average. 

Gasparilla Inn’s employees don’t have copays for any imag-
ing when performed at one of its directly contracted providers. 
This translates into significant savings for employees, as the 
average cost of MRIs/CT scans in the Southwest Gulf Coast of 
Florida can cost well over $1,200, one employee received a claim 
worth $38,400. 

Carl devised a plan that focuses heavily on value-based care, 
making preventative medicine and procedures like cancer screen-
ings extremely affordable or free. For example, employees can 
receive a preventative colonoscopy covered at 100%, including 
polyp removal during the same visit if they are found. Under the 



Case Studies

263

ACA, preventive colonoscopies are covered at 100%, however if 
polyps are found, the removal is classified as a diagnostic code 
and billed as a separate charge to the patient. Diagnostic colonos-
copies are more expensive than preventative and in the Tampa 
area the procedure can range from $1,300 to upwards of $19,000. 

The new plan also had a direct impact on employees. Gas-
parilla Inn employees used to pay a $2,500 (single) and $4,500 
(family) deductible, which was a lot compared to the average 
employee salary. Today, they have a $0 deductible with signifi-
cantly reduced or nonexistent copays.

Gasparilla Inn’s new plan eliminated the risk of expensive 
out-of-network fees and surprise medical billing, as employees 
now have no network restrictions and are free to go to any hospi-
tal or clinician in the U.S. 

The new plan focuses on value-based care with an emphasis on 
increased access to direct primary care services and affordable pre-
ventative treatments. Employees now have access to free primary 
care services, including transportation to appointments if necessary. 

Employees were also given more accessible options for pri-
mary care, such as a clinic that is 400 yards from the resort. Primary 
care providers are funded through a value-based care model – not 
fee-for-service – meaning clinicians are rewarded for improved 
health outcomes instead of the number of services provided. 

Using the significant savings it accrued from changing health 
plans, Gasparilla Inn hired a Benefits Champion, Liz Schrock, in 
July 2016. Liz is responsible for the administration of all aspects of 
the employee benefits program. Her main role is to educate more 
than 215 employees year-round about their health benefits and 
how to make smart health care decisions. Gasparilla Inn employ-
ees have the ability to go to Liz for any health care benefits ques-
tions. She also works with community partners to resolve complex 
claims. She is considered the “mother hen” to her teammates. Liz 
puts the resort and its employees’ best interests at the forefront of 
her daily priorities. Having a resource like Liz and early education 
programs helped employees better understand and accept their 
new benefits plan before it was fully implemented. 
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CASE STUDY: 

Great Lakes Auto Network 
The Best Benefits Attract the Best Talent 

l

Joey Huang is a career shifter. Despite graduating from dental 
school and coming from a family of physicians, he opened up 

a car dealership, Great Lakes Auto Network (GLAN).
Huang’s first location is down the street from his father’s 

practice. And he couldn’t completely escape the health care 
industry. As a small business owner, he was tasked with the 
problem of how to improve and lower the cost of his employee 
health insurance plan. 

The majority of Huang’s employees make under $50,000 
a year. Asking households to hand over $1,300 or $1,400 every 
month for health care that didn’t meet their expectations wasn’t 
received as a valuable benefit. 

But Huang is a strategic businessman, researching other 
profitable businesses and learning from their successes. He 
knew that offering better benefits at a low cost would attract 
and retain the best talent, plus add an extra bonus of saving 
his company money. 

His love for researching best business practices and his famil-
ial connections to physicians and providers in the Ashtabula, 
Ohio, area led him to transitioning to a self-funded plan. He 
enlisted the help of Bryce Heinbaugh, IEN Risk Management 
managing partner, to implement the transition. 
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Prioritizing Transparency
If you’re an employer who currently has an advisor that 

doesn’t fight to disclose every fee and cost, including their own 
compensation, I recommend finding a new one. IEN advisors 
help employers remodel their plans using Health Rosetta prin-
ciples, which focus on value-based care and complete transpar-
ency of costs in every avenue of health care.

Ethical advisors, ones like Heinbaugh, believe they have 
a fiduciary responsibility to their plan sponsor, working in the 
employer’s best interest by laying out every cost. 

Great employers, like Huang, have the same transparent 
relationship with their employees. Before changing plans, Huang 
hosted meetings and sent out educational material about the new 
benefits plan to resolve confusion among employees who were 
skeptical of the change. 

After the first year of transitioning GLAN to a self-funded 
plan, Heinbaugh reduced its health care spending by 38%. It 
managed its costs so well, that GLAN underspent what it esti-
mated to pay for the year and received a claims reimburse-
ment for $138,000. This allowed GLAN to double the size of 
its workforce and open new locations, expanding from three 
to six dealerships. 

Like any good businessman, Huang reinvested these savings 
back into his company and shared the wealth with his employ-
ees. Employees’ cost for family coverage dropped to $980. 

Huang added new employee benefits like hosting “health 
care holiday months” when employees don’t have to pay pre-
miums for the month. He also gives employees two options of 
medical coverage along with valuable add ons, with choices for 
dental, vision, short-term and long-term disability, voluntary 
life insurance, accident, and catastrophic coverage. 

Heinbaugh connected Huang with services that help GLAN 
employees navigate the health care landscape, such as the Con-
cierge Nurse Navigator Program that gives employees access to a 
nurse who acts as a patient advocate. The nurse helps employees 
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schedule appointments, making sure they choose in-network cli-
nicians and hospitals. 

Huang credits his industry-leading benefits plan for why he 
attracts the top talent in the area. Lower costs, better benefits, and 
improved talent acquisition, what’s not to love?

That is why it’s always astounding to me when I meet 
employers who are reluctant or skeptical of changing their health 
care plan. But my hope is that once they hear enough stories like 
Heinbaugh’s and Huang’s they will change their mind and real-
ize that overpaying for subpar insurance is not the only option. 
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CASE STUDY: 

Keystone Technologies 
Educating Employees to Reduce Your Healthcare Expenses 

l

Growing companies who increase the size of their workforce 
are rewarded with the benefits of increased productivity and 

more business opportunities. But more employees comes with a 
greater responsibility for employers to provide better employee 
benefits, without pushing their bottom lines. 

It’s a challenge that Keystone Technologies, a small but 
quickly growing company from Eureka, Missouri, was strug-
gling to do, as its health care costs continued to grow with every 
new employee they hired. 

The irony is that Keystone is a health care IT firm that pro-
vides cyber and computing solutions to hospitals, health systems, 
and senior-living communities. And even though they specialize 
in IT services that increase the efficiency and security of health 
care companies, they were struggling with how to properly man-
age their own health care benefits. 

Keystone is an upsetting example of how all companies, 
even those working in the health care space, are victims of the 
inefficiencies and predatory practices of our dysfunctional health 
care system. 

Under its incumbent plan, it was facing a 55% cost increase 
from its insurance provider and spending 62% above premiums 
collected (162% loss ratio). The incumbent plan’s lack of trans-
parency made it difficult to see where the money was going or 
what the costs would be, from year to year. 

In my experience, these are the types of plans that disem-
power employers, make them feel helpless to combat rising 
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health care costs, and perpetuate profit-driven incentives in the 
health care industry. 

But fortunately, Keystone is part of the growing number of 
employers who put their foot down and reject the status quo of 
low-quality, high-cost health benefits. It had a vision for a new 
health care plan: one where costs were lower, employee paychecks 
were higher, and access to health care services could be free.

Its determination to find a solution and keep the business 
alive led it to Health Rosetta advisor Adam Berkowitz, the 
founder and president of St. Louis, Missouri-based Simpara Ben-
efits, who guided the company to achieving its dream for a better 
future. 

Within one year, Berkowitz helped Keystone reduce spend-
ing by 10%, and by the second year with the new plan, spend-
ing dropped 25%. Yearly costs per employee were reduced from 
$12,000 (PEPY) to $9,441 (PEPY). 

Berkowitz managed costs by switching Keystone over to 
a self-funded plan that incorporated a budget-friendly, maxi-
mum-funded plan, where Keystone pays for its maximum lia-
bility of claims costs on a monthly basis. Under this new plan, if 
covered claims are less than what the employer paid for, then the 
employer receives a refund for unused claim liability at the end 
of every year. And since changing plans, Keystone has a return 
worth $60,000, an average of $2,000 per employee per year.

If it had stayed with their old plan, Keystone was facing 
a 62% increase in premiums. It didn’t know how to avoid the 
increase or where it was coming from. Luckily, Keystone had 
Berkowitz, a true problem solver who discovered that the old 
plan had Keystone overspending for health insurance. The 
company was squandering valuable resources with diminish-
ing returns; and this plan was asking it to increase wasteful 
spending every year. 

To combat the increase, Berkowitz unbundled Keystone’s 
health plan, purchasing benefits from a variety of vendors. This 
increased vendor competition, thereby lowering prices, and 
improving price transparency for Keystone employees.
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So instead of the predicted 62% increase, Berkowitz reduced 
spending by 40%, providing Keystone ample flexibility and 
leverage to grow their business without the burden of out-of-
control health care costs. 

Employees now have access to a plan that covers 100% of 
their health costs, which has allowed employees to take expen-
sive medication at no cost to the employee. Their deductibles 
were cut in half, and single employees now pay an annual 
$2,500 and families pay $5,000 – a price well below the national 
average. 

Improving Member Education 
One of the most exceptional strategies that Berkowitz 

devised to keep health care costs down was educating employ-
ees and providing the resources so that they could make smart 
health care decisions for themselves. Having a good plan is only 
part of the battle.

Keystone improved workforce health and lowered its health 
care expenses by teaching employees how to make healthy life-
style choices, how to find the best prices for medicine and services, 
and the importance of getting second opinions for treatments. 

Employees now have access to tools that promote better 
health outcomes, like an online health care platform that guides 
users to make better health care choices. 

And while I firmly believe that digital tools are not the sole 
answer to solving our health care problems, they are incredible 
supplements that complement a good health care plan by improv-
ing how plan members use their health benefits. 

For Keystone employees, online health care tools helped 
them become more comfortable with shopping and increased 
their understanding of health care costs. These tools prompted 
employees to share their experiences with their peers (i.e. finding 
savings on prescriptions and getting low-cost or free procedures) 
and helped to bolster the idea that employees have the power 
and responsibility to be wise health care consumers and advocate 
for their own health. 
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Berkowitz’s work with Keystone is an example of an advi-
sor who took his duties to the next step, by helping individuals 
realize that they have control over their health care plan. Too 
many people think the other way around, and are left feeling 
trapped.

It’s not enough to help create efficient health care plans for 
organizations. We need to empower employers and employees 
and give them the knowledge and tools to understand their ben-
efits so that they have the power to seek out the best care and say 
“no” to plans and providers that don’t meet their standards.
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CASE STUDY: 

Pacific Steel & Recycling 
How One Company Reduced Their Health Plan Cost  

by $3.6 Million

l

Recycling plants like Pacific Steel and Recycling from Great 
Falls, Montana, help eliminate metal waste from our world by 

turning used materials into a new, functional product. Nearly 700 
employees work from 46 branch locations in the Western United 
States and Alberta, Canada.

Pacific Steel’s CEO Jeff Mullhollin and CFO Tim Culliton 
confronted an all-too-common problem: Health care spending 
was too high. And unfortunately, the company’s expertise in 
reducing material waste didn’t translate to solving the problem 
of eliminating wasteful spending in health care. 

Starting in the early 2000s, Pacific Steel embarked on a jour-
ney to fixing its health care plan.

First, like many other employers, Pacific Steel tried to com-
bat rising health care expenses by pushing more of the cost onto 
its employees. But Mullhollin and Culliton soon realized that 
raising deductibles and contributions didn’t address the under-
lying issues, it just caused another problem: It pushed employees 
off the plan in favor of cheaper alternatives, like their spouse’s 
plan or marketplace insurance or becoming part of the working 
uninsured. 

The company was fully-insured until the mid-2000s; it later 
switched to a self-funded health plan with a carrier-based PPO 
network. 

But after experiencing a nearly 400% increase in facility costs 
in the first part of 2013, the manufacturer implemented refer-
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ence-based-pricing (RBP) beginning January 1, 2014. However, the 
strategy didn’t begin to work until two years later, when the USI 
health care consulting team came on board, according to Culliton. 

Mullhollin and Culliton were led to Scott Haas, Erik Davis, 
and Terry Killilea, PharmD., all senior vice presidents at USI 
Insurance Services. Haas, Davis and Killilea are principal consul-
tants within USI Insurance Services, providing health care con-
sulting solutions to their clients. 

This unique health care consulting practice ran the num-
bers provided by the company’s TPA and found that some 
things didn’t add up. Many areas were identified where Pacific 
Steel’s 160% of Medicare reimbursement rate was working 
to its advantage and others where it was wasteful spending. 
Pacific Steel was often overpaying for certain types of care, 
spending more than what most other PPO networks pay. 

The Power of Reference-Based-Pricing and Direct 
Contracts 

That’s when USI established benchmarks and metrics to 
analyze Pacific Steel’s health plan data. The USI health care con-
sulting practice repriced the historical claims data to Medicare 
allowed, which determined the cost basis under the PPO plan 
as well as the first version of RBP implemented January 1, 2014. 
Through this process, the USI consulting team developed a second 
generation RBP solution. Pacific Steel ended up going through 
two failed TPAs. But the new finalized RBP model involved a 
member advocacy component and a new TPA, one known for its 
adjudication integrity and process management.

The new model reimburses providers at fairer and more 
equitable rates relative to the previous RBP system. Pricing now 
varies by type and place of service, provider and facility. It also 
recognizes that 85% – 90% of all health care encounters are with 
ancillary providers, and the rest with facility-based organizations 
for surgeries or procedures. 

Realizing that RBP cannot produce stellar results on its own, 
Haas views this strategy as part of an umbrella of alternative 
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reimbursement, as the marketplace evolves toward direct con-
tracting arrangements “without the intermediary of a network or 
carrier in the middle of the relationship.” 

RBP addresses pricing, but it does not address utilization 
variance that will occur regardless of payment level of claims. 
while revised pricing cannot eradicate large claims or control uti-
lization, Haas says the plan will cycle at “a lower cost threshold 
because of the reduction in claims cost, which primarily is reflec-
tive of a reduction in facility cost.”

Pacific Steel now has more than 5,000 safe-harbor or direct 
contract agreements with high quality physicians and ancillary 
providers who have agreed not to balance-bill members. This 
creates an open-access environment, where care essentially can 
be sought from any provider that Pacific Steel has five direct 
contracts with and from hospitals and health systems that are 
based on revised pricing methodology agreements, and others 
are pending. 

USI has also implemented a number of surgical case rates that 
lead to savings for the plan and the member by paying hospitals, 
providers, and clinicians a single pre-negotiated rate, instead of 
billing individually. These contracts pay the provider at the point 
of service and waive all out-of-pocket cost to the member. Haas 
negotiated rates for common procedures like hip, joint, and knee 
replacements. Under Pacific Steel’s contract, a knee replacement 
at designated providers costs around $20,000 – under most plans 
this procedure can cost upwards of $50,000.

Part of setting those pre-negotiated rates was also doing the 
research to find the quality providers that practice valued-based 
care. Pacific Steel has an HR representative who works to match 
employees with the best clinicians. It encourages its employees to 
seek out the providers that offer the best care for the most value, 
incentivizing them to use these providers by waiving the copay. 
This reduces the number of repeat visits and prevents unneces-
sary treatment and prescriptions. 

Conversely, the company deters employees from going to 
lower-value providers by informing them that they will have to 
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share the cost for receiving out-of-network care. Being up front 
about coverage also helps prevent surprise medical bills. 

In addition to the cost reduction of the medical plan, the USI 
health care consulting practice reduced the PBM spend for pre-
scription drugs by over $200,000 in the first year of the revised 
program. And since 2014, the cost basis of absent specialty-drug 
utilization has remained flat. 

Haas builds plans using Health Rosetta principles. And 
every plan that incorporates them has what’s called the Health 
Rosetta Dividend, where improving health benefits and lowering 
costs results in improvement in other areas. 

It has made a significant difference at Pacific Steel. The per 
employee per month composite medical spend, excluding pre-
scription drugs, plummeted 46.1% between the end of 2013 and 
2018, falling to $442.32 from $812.13. “That calculates out to an 
aggregate cost reduction of about $3.6 million,” Haas reports. 

For Pacific Steel, which has an Employee Stock Ownership 
Plan – (ESOP) – meaning employees are shareholders of the com-
pany – when the company does well or saves money, employees 
see that success too. 

While it took a long time for Pacific Steel to find the right 
plan and cut costs stories like this should comfort employers, 
because they show that it’s never too late to make a change. 
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CASE STUDY: 

City of Milwaukee 
City Slashes Health Care Costs by Improving Benefits

By John Torinus

l

Because the economic pain of out-of-control medical costs are 
so high and federal government reforms are so slow, school 

districts, counties, and municipalities are moving on their own 
to find savings across the four major platforms for containing 
health care spending: self-insurance, consumer-driven incentives 
and disincentives, onsite proactive primary care, and value-based 
purchasing.

The city of Milwaukee, Wisconsin, with 6,500 employees, is 
one spectacular example. The city has held its health care costs 
flat for the last five years, stopping its previous hyper-inflationary 
trend of 8%-9% annual increases. Milwaukee spent $139 million 
on health care in 2011 before switching over to a self-insured plan 
in 2012. Costs dropped to $102 million in 2012 and have stayed at 
about that level ever since – even in the face of 6% annual infla-
tion for employer plans nationally over the same period.

If the old trend had continued, health costs for 2016 would 
have been about $200 million, double what they actually were.

Instead, the cost savings have had many additional posi-
tive ramifications: raises for county employees, no layoffs, flat 
employee premium contributions, better health outcomes for 
employees and their families, improved productivity, lower 
absenteeism, and less pressure to raise taxes.

Michael Brady, benefits manager, led this intelligent man-
agement approach in close collaboration with the mayor, city 
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 council, and unions. As with other enlightened group plans, 
there are many moving parts. Here’s a sampling:

• An onsite wellness center and workplace clinic, headed by 
nurse practitioners, has sharply reduced hospital admis-
sions. Onsite physical therapy was added last year. These 
services are free for employees and spouses.

• Relatively low deductibles (now $750 per single employee 
and $1,500 per family) were installed to create a consum-
er-friendly environment.

• Coinsurance was set at 10% for members who use United 
Healthcare’s Premium Provider program, which uses only 
doctors designated as top doctors by UnitedHealthcare. 
Coinsurance is 30% for providers outside that group. This 
tiered approach, aimed at improving health outcomes, is 
a form of value-based purchasing.

• Participants in the city’s wellness program can earn $250 
in a health account. Good progress has been made on 
hypertension and smoking (now 12% vs. U.S. average of 
14%), but, as with other employers, there’s not been as 
much traction on obesity. There have been some improve-
ments on chronic disease management of diabetes.

• While workplace wellness programs typically have no or 
negative ROI (see chapter 8’s section on this), approaches 
that use solid clinical evidence to address costly chronic 
illness and procedures without encouraging overtreat-
ment are sometimes lumped into the same category as 
typical workplace wellness programs. However, they are 
highly different in goals, execution, and results.

• A $200 ER copay has cut non-urgent ER visits by 300 per 
year.

• An intense program to reduce injuries, started in 2008, has 
resulted in a 70% drop in work hours lost to injury. The 
program has saved $10 million per year compared to the 
previous trend line.

• Milwaukee now spends about $15,000 per employee per 
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year, well below the national average and not too far off 
the $13,000 at the best private companies.

Government entities are not known for bold innovation, so 
this track record is an eye-opener, especially in a unionized envi-
ronment. “The results,” said Brady, “are nothing short of amaz-
ing considering changes in the city’s workforce demographics 
and the challenging environmental hazards that city employees 
regularly face.”

These changes have taken place at the same time that the 
nation as a whole has experienced much more disappointing 
progress from federal reforms (e.g., much higher deductibles for 
plans sold on ACA exchanges, double-digit premium rises for 
employers in many states, and a cost to the federal government 
of about $5,000 per subsidized plan member per year).

Clearly, most of the meaningful reform of the economic 
chaos from health care in this country is coming from self-insured 
employers, like the city of Milwaukee.

John Torinus is chairman of Serigraph Inc., a Wisconsin-based 
graphics parts manufacturer, and author of The Company That Solved 
Health Care.
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CASE STUDY: 

Enovation Controls
A Small Oklahoma Manufacturer Removes 97%  

of Pricing Failure

l

When you think of innovative organizations that provide a 
best-of-breed health benefits package and spend far less 

than peer organizations, you wouldn’t necessarily think of small 
manufacturers in Oklahoma, where as much as 75% of the pop-
ulation doesn’t have an established primary care relationship. 
Yet Enovation Controls, a provider of products and services for 
engine-driven equipment management and control solutions 
with about 600 employees, has managed to save approximately 
$4,000 per covered life each year by working with a transparent 
open network (TON).

A TON puts together a network of the highest-value provid-
ers for different kinds of care and gives self-insured employers 
a set of fair and fully transparent pricing – typically a bundled 
price – for medical services/procedures ranging from a specific 
treatment (e.g., knee replacement or coronary stent) to a specific 
condition (e.g., diabetes or kidney disease) across multiple pro-
viders, and sometimes, multiple settings.

Enovation Controls chose The Zero Card to manage their 
TON. They achieved a 70% participation rate among eligible plan 
members, focusing on high-cost services like surgeries and imag-
ing. Justin Bray, Enovation’s vice president for organizational 
effectiveness and human resources, attributes the high rate to 
two primary factors:

1. Communications – During the rollout of the TON, Eno-
vation shared their current health care costs with employ-
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ees, along with the consequences for the company and 
each individual. They then compared those costs with 
the costs of care under specific scenarios with TON. The 
message: We’ve found a better way. Most people were 
shocked by the vast price disparity and the fact that low-
er-priced providers often delivered the highest quality, 
in part because these doctors perform a given procedure 
more frequently, improving with repetition, which lets 
them operate efficiently with fewer errors and expensive 
complications.

2. Ease of Use – Employees have access to a single app or 
phone number that directs them to network providers 
where they can get care with zero out-of-pocket costs. 
Instead of dealing with a mountain of bills and paper-
work following the procedure, they receive a thank you 
survey to ensure the experience went well. As Bray 
explained, this is particularly critical as surgeries and 
imaging are some of the highest-cost items they have to 
cover. Because of the focus on higher-cost items, Eno-
vation has achieved well over 90% of projected savings, 
even with less than 100% participation. The calculation 
of those potential savings compared the historic “allow-
able” amount from the company’s claims history with a 
true market amount through the TON network – that is, 
what a provider would accept if you showed up with a 
bag of cash for a bundled procedure such as a total knee 
replacement.

The savings over historical allowable amounts from their tradi-
tional PPO network ranged from 21.92% to 81.28%, with an aver-
age of 59.23%.

Here’s an example of a line item for one procedure for one 
employee:
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“Spinal fusion except cervical without major 
complications”
Bray shared what this meant to one employee who came up to 
him at a high school football game to say thank you. This per-
son had recently had expensive surgery and didn’t have to pay a 
dime out of pocket – no bills, no explanations of benefits, no any-
thing. On a $30,000 salary, the maximum allowable out-of-pocket 
cost of $2,500 under the previous health plan would have been a 
financial disaster, the employee said.

Enovation Controls Employee Monthly Premium 
Costs

Historic allowed amount $129,138

TON network $38,000

Savings $91,138

Figure 19: Summary information provided by Enovation Controls.

Like every other health care purchaser, Enovation Controls 
knows that tackling high-cost procedures is central to slaying the 
health-care-cost beast. Its TON program even extends to items like 
complex cardiac and neurosurgical procedures, for which employ-
ees have access to the same centers of excellence as large employers, 
such as Mayo Clinic. Whether the Mayo Clinic or a local surgery 
center, high-quality providers are happy to provide a deep discount 
in return for more business, less hassle, and avoiding claims pro-
cessing and collections processes. Once the procedure is complete, 
the provider gets paid within five days for the full bundled price.

Plus, the bundled prices frequently carry warranties, mean-
ing postsurgical complications within 60 to 90 days are addressed 
at no charge – another bonus for employers.

Using data from Mercer, Enovation Controls estimates that 
they save $2 million on health care every year, compared with 
peer manufacturing organizations. For a relatively small com-
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pany, this is a highly meaningful amount of money, which it has 
been able to reallocate to increased R&D. While companies in 
their sector typically spend 4% of annual revenues on R&D, Eno-
vation spends 9%, helping it stay ahead of the competition and 
attract and retain the best engineers.

Enovation Controls Per Capita Spending

Figure 20: Summary information provided by Enovation Controls.

When a small manufacturer with few dedicated resources 
can pull this off, it begs the question why every employer or union 
isn’t doing the same. Smart employers like Enovation Controls 
demonstrate that it’s possible, even in a state with some of the 
highest obesity rates and overall health care costs. Since a new 
primary care model or TON can be implemented at any point in 
a benefits cycle, there’s no need to wait.
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CASE STUDY: 

Langdale Industries 
A Rural Wood Products Company in a One-Hospital Town Saves 

Hugely While Ensuring Great Care

By Brian Klepper

l

Large American businesses with tens or hundreds of thousands 
of employees have recruited high-profile benefits profession-

als to orchestrate sophisticated campaigns focused on the health of 
employees and their families – and on the cost-effectiveness of their 
programs. Even so, few large firms provide comprehensive, quality 
benefits at a cost that remains consistently below national averages.

For midsized businesses – firms with 100 to 5,000 employees 
– the task is significantly more difficult without the right peo-
ple and focus. Health benefits managers in these companies have 
far fewer resources, typically work alone without the benefit of a 
large staff, and are often overwhelmed by the complexity of their 
tasks. As a result, they often default to whatever their broker and 
health plan suggest.

But some excel. For them, managing the many different 
issues – chronic disease, patient engagement, physician self- 
referrals, specialist and inpatient overutilization, pharmacy 
management – is a discipline. Barbara Barrett is one of them.

Barrett is director of benefits at TLC Benefit Solutions, Inc., 
the benefits management arm of Valdosta, Georgia-based Lang-
dale Industries, Inc., a small conglomerate of 24 firms and 1,000 
employees. Langdale is engaged primarily in producing wood 
products for the building construction industry, but is also in car 
dealerships, energy, and other industries.
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Valdosta is rural, which puts health benefits programs at a 
disadvantage. Often, as in this case, there is only one hospital 
nearby, which means little if any cost competition. Compared 
with those living in urban areas, rural Georgians are more likely 
to be less healthy and suffer from heart disease, obesity, diabetes, 
and cancer. So, the situation is far from ideal.

And yet, from 2000, when Barrett assumed responsibility 
for the management of Langdale’s employee health benefits – 
to 2009, per employee costs rose from $5,400/year to $6,072/
year. That’s an average increase of 1.31% per year, compared to 
an average annual increase of 8.83% for comparably-sized firms 
nationally. To put this in context, average firms spent $29 million 
more than Langdale from 2000 to 2009 to provide the same kind 
of coverage. Langdale’s savings were $29,000 per employee – all 
without reducing the quality of benefits or transferring the cost 
burden to employees.

Figure 21:

So how did Barrett approach the problem? Here are a few of 
her strategies:

• Langdale set up TLC Benefit Solutions, a HIPAA-compli-
ant firm that administers and processes the company’s 
medical, dental, and drug claims. This allows Barrett to 
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more directly track, manage, and control claim overpay-
ments, waste, and abuse.

• It also gives her immediate access to quality and cost data 
on doctors, hospitals, and other vendors. Supplementing 
this data with external information, like Medicare cost 
reports for hospitals in the region, has allowed her to iden-
tify physicians and hospital services that provide low or 
high value. She has created incentives that steer individu-
als to high-value physicians and services and away from 
low-value ones. When necessary complex services are not 
available locally or have low quality or value, she shops 
the larger region, often sending patients to higher value 
centers as far away as Atlanta, three and a half hours by 
car.

• Barrett analyzes claims data to identify which individuals 
have chronic disease and which are likely to have a major 
acute event over the next year. Individuals with chronic 
diseases are directed into the company’s evidence-based, 
opt-out disease management and prevention program. Indi-
viduals with acute care needs are connected with a physi-
cian for immediate intervention.

• Langdale provides employees and their families with 
confidential health advocate services that explain and 
encourage the use of the company’s benefits programs, 
again using targeted incentives to reward those who enter 
the programs and meet evidence-based targets.

These are just a few of Barrett’s initiatives in group health, 
but her responsibilities also extend to life insurance, flex plan, 
supplemental benefits, retirement plan, workers’ compensation, 
liability, and risk insurance. The results for Langdale in these 
areas include lower than average absenteeism, disability costs, 
and turnover costs.

The point isn’t that you should just do what Barrett and 
Langdale have done. The point is that they’ve been proactive, 
endlessly innovative, and aggressive about managing the pro-
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cess. This attitude and rigor has paid off through tremendous 
savings, yes, but it has also produced a corporate culture that 
demonstrates the value of Langdale’s employees and commu-
nity. Employees and their families are healthier as a result and 
are more productive at work. This has borne unexpected fruit: 
The industries Langdale is in were hit particularly hard by the 
recession, and the benefits savings from Barrett’s efforts helped 
save jobs.

Barbara Barrett and many others like her on the front line are 
virtually unknown in health care. Most often, their achievements 
go unnoticed beyond the executive offices. But they manage the 
health care and costs of populations in a way that all groups can 
be managed.

Editor’s note: We checked in with Barbara recently and found that, even 
in the face of new challenges, such as extreme jumps in drug prices, 
Langdale continues to succeed where others have failed to carefully 
manage health costs.

Brian Klepper, PhD, is a health care analyst and principal of Worksite 
Health Advisors, based in Orange Park, Florida.
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CASE STUDY: 

Pittsburgh (Allegheny County) Schools
Investing in Kids while Ensuring Teachers Receive Better Care

l

Bucking old habits that are devastating education funding 
elsewhere, forward-looking teacher union and school board 

leaders in Allegheny County, Pennsylvania, are proving that it’s 
not really so difficult to slay the health-care-cost beast and save 
their kids’ future – even in an expensive and contentious health 
care market. Understandably, unions want their members to be 
compensated fairly and to keep schools from being decimated. 
Recognizing that they share the same goals, the school board 
decided to take a new approach.

Assuming the current trend continues, kindergartners enter-
ing Pittsburgh-area schools will collectively have $2 billion more 
available to invest in education and services over the course of 
their school years than their counterparts across the state in Phil-
adelphia. In Philadelphia, schools pay $8,815 per member for 
teacher health benefits. The Allegheny County Schools Health 
Insurance Consortium (ACSHIC), with 48,000 covered lives, 
pays $4,661 per member – $199 million less per year. Class sizes 
in Pittsburgh are 30% smaller, teachers are paid better with better 
benefits, and there are four times as many librarians.

Rewarding Wise Decisions
Jan Klein, ACSHIC’s business manager, describes a model 

that is very consistent with the Health Rosetta blueprint. In 
a nutshell, they make smart decisions free or nearly free (e.g., 
primary care is free, and going to high-quality care providers 
involves very low or no copays or deductibles) and poor deci-
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sions expensive (e.g., paying more to see higher-cost, lower-qual-
ity care providers). It’s a much more subtle, yet more effective, 
strategy than blunt-instrument, high-deductible plans that often 
lead to deferred care, bankruptcies, reduced teacher compensa-
tion, fewer arts programs ... the list goes on.

The consortium is managed by 24 trustees, equal parts labor 
and management. When consultants attend consortium meetings, 
they often can’t tell who is who. Many times, union leaders are 
more aggressive in pushing forward new initiatives. While other 
employers have blithely accepted 5% to 20% annual health care 
cost increases, the consortium spent $233 million in annual claims 
in 2016 – down from $241 million in 2014. The consortium is able to 
manage their costs without any stop-loss insurance because they 
have control over what they call their benefit grid, a program that 
was defined and embraced by both union leaders and teachers.

They’ve accomplished this, even though care-provider- 
organization consolidation in Western Pennsylvania has reduced 
competition and raised health care costs with little to no improve-
ment in quality of care – and despite an ongoing war between 
the largest hospital, the University of Pittsburgh Medical Center 
(UPMC), and the largest local insurance carrier, Highmark.

Understanding that the best way to spend less is to improve 
health care quality, ACSHIC found that the path began with the 
following steps:

• Educating consortium trustees on quality rankings of hos-
pitals, including sending them to a Pittsburgh Business 
Group on health forum

• Retrieving hospital quality data through third-party data 
and tools (e.g., Imagine Health, CareChex, and Innovu)

• Validating vendor information by confirming it was not 
influenced by bias

• Selecting the most effective resources by identifying cred-
ible partners/vendors

Once educated, the trustees provided the following direction to 
the team developing the new school district health plan:
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• Use quality measures from respected third-party sources.
• Create tiered products so people are free to go wherever 

they want for care – but they pay more if they choose sites 
that have lower quality and value.

• Focus on ease of access to regional clinics and hospitals.
• Focus on the relationship between cost and quality (the 

former turned out not to be indicative of the latter).
• Educate members, especially about why the local aca-

demic medical center was placed in a high-cost tier (it 
wasn’t the highest-quality facility for many kinds of care).

• Address member concerns (e.g., Will this really save 
money?) through continuous communication.

Results

Health care purchasing before (October 2013 - September 2014)

# 1 Hospital in the region (highest 
quality rating)

#23 Hospital in the region (low 
quality rating)

33,352 Services* 31,047 Services

293 Admits 362 Admits

$4,941,146 in total costs $15,089,972 in total costs

*Services include imaging, lab tests, outpatient procedures, etc.

Intervention to improve value: tiered benefit offerings

• The enhanced tier has NO deductible and pays 100% of 
hospital charges.

• The standard tier has a deductible and pays 80% of hos-
pital charges.

• Out-of-network care has a larger deductible and pays 50% 
of hospital charges.

• Lower cost and higher quality is determined by third-
party, independent benchmarks.
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Health care purchasing after (October 2015 - September 2016)

#1 Hospital in the region (highest 
quality rating)

#23 Hospital in the region (low 
quality rating)

40,046 Services (up 20%) 6,620 Services (down 79%)

328 Admits (up 12%) 113 Admits (down 69%)

$7,170,357 in total costs (up 45%) $5,548,832 in total costs (down 63%)

*Services include imaging, lab tests, outpatient procedures, etc.

In sum, the consortium reduced hospital spending by $7.36 
million, a 36.8% reduction.

Going Forward
The consortium expects to continue enhancing benefits with 

only a very modest premium increase of 1.9% for members. Here 
are a few plan attributes going forward:

• The enhanced tier has no deductibles.
• Primary care visits have no copay.
• Specialist visits have a $10 copay.
• There’s an employee assistance program provider.
• There’s a second opinion service.

Their determination to serve kids led education leaders in 
Pittsburgh to move past tired assumptions about labor and man-
agement being forever at odds over health benefits. With any 
luck, their steely resolve in the face of local challenges will inspire 
teachers’ unions and school boards throughout the country to 
say “no” to health care stealing our kids’ future. Imagine how 
much better schools would be if every school district replicated 
Pittsburgh’s approach. If you are a parent or community mem-
ber, share www.healthrosetta.org/schools with leaders in your 
local schools for this and other examples of success. You can find 
calculators on how avoiding wasted health care bureaucracy can 
allow for health and well-being for our future and kids.
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CASE STUDY: 

Rosen Hotels & Resorts
Smart Benefits Lead to Huge Gains in Education Outcomes and 

Crime Reduction

l

In my experience, speaking with many employers who have 
slayed the health-care-cost beast, there has been one recurring 

theme: A leader took the bull by the horns – and did so knowing 
that success involves weaving employees into the reinvention 
process rather than trying to pull the wool over their eyes.

Harris Rosen is the founder, COO, and president of Rosen 
Hotels & Resorts, the Southeast’s largest independent hotel com-
pany, featuring a collection of eight hotels in Orlando, Florida. 
Though he’s not a health care expert, he intuitively knew what 
PwC data famously showed: half of health care spending doesn’t 
add value. In a business of ups and downs in which staff costs 
are a major factor, Rosen surrounded himself with a special exec-
utive team to tackle this challenge.

To date, they’ve adopted more Health Rosetta components 
than any other company I know, saving approximately $425 million 
on health care costs since 1991 and spending less per covered life per 
capita than the average employer. If health plans followed suit, we 
could conservatively remove $500 close to $1 trillion of waste from 
health care and shift it to more productive sectors of the economy.

Their plan – called RosenCare – has also grown from 500 to 
almost 6,000 covered lives as the company has grown. They have 
a very culturally, racially, socioeconomically, and demographi-
cally diverse employee base, including many immigrants who 
often haven’t had regular access to care before. Yet single cover-
age for the average employee is only $18.75 per week for bene-
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fits that include medical, dental, and pharmacy and, as you’ll see 
below, are better than most of us have ever had.

Rosen also uses focus groups and surveys to match up pro-
grams with employee needs, and they continuously refine their 
programs. Here are a few elements of what makes their program 
successful:

• They have a comprehensive, onsite 12,000 square-foot 
medical center that provides access to many routine 
health care services, far more than typical primary care. 
Employees are able to visit the center “on the clock,” with 
transportation provided if needed, thus removing a major 
barrier to receiving care.

• They take great care of individuals, hiring health coaches and 
nurses to serve as coaches and navigators throughout a med-
ical journey. They use robust, evidence-based approaches to 
case management, inpatient care management, care transi-
tions, and medication compliance management.

• They have eschewed the blunt instrument approaches 
most employers use to cut costs (high copays, deductibles) 
in favor of $5 office visit copays, zero copays for 90% of 
pharmaceuticals, and no coinsurance. 

• Employee events serve food approved by nutritionists 
and the director of health services. They also offer cook-
ing courses.

• They offer the most effective kind of wellness programs 
for free, including onsite stretching and exercise (e.g., 
Zumba, kickboxing, walking programs, spinning, boot 
camp), flu shots and vaccinations, family planning, edu-
cational materials, nutritional services, health fairs, and 
physicals on a schedule informed by the U.S. Preventive 
Services Task Force, which is far more conservative than 
the one workplace wellness vendors push.

• They provide free health screenings for colon cancer, dia-
betes, breast cancer (onsite mammograms), high choles-
terol, hypertension, and sexually transmitted diseases, 
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along with visits from registered dietitians. Furthermore, 
this program follows evidence-based guidelines from 
organizations like the U.S. Preventive Services Task Force 
to minimize misdiagnosis and overtreatment.

• Despite physically demanding jobs, onsite physical ther-
apy has led to opioid prescription rates that are one-sixth 
of the national average.

• They have a mandatory stretching program for house-
keepers and other employees with a higher risk of injury, 
reducing injuries by 25%.

• Fifty-six percent of their employees’ pregnancies are high 
risk, as a result of high rates of advanced maternal age, 
diabetes, hypertension, and HIV. The company is very 
proactive about helping employees manage pregnancies 
(a premature birth can cost $500,000 or more).

• The company cafeteria provides discounts for healthier 
foods to reduce consumption of unhealthy foods (e.g., 
discounts on salads). The dietitian and director of health 
services analyze employee cafeteria offerings for portion 
size and nutritional benefit. They also use signage to edu-
cate employees about nutrition, use smaller plates to con-
trol portion sizes, and limit fried foods.

• They focus on better management of chronic conditions 
and have even seen a drop in the development of new 
chronic conditions. This is especially important for work-
ers coming from developing countries who often have 
complex diseases.

Rosen is partnering with other businesses in their commu-
nity to expand this approach, demonstrating that it’s worth ruf-
fling a few feathers to gain the dual benefits of lower costs and a 
healthier, more satisfied workforce. For instance, in October 2019, 
Rosen and his team partnered with the nearby 7,300-employee 
Osceola County School District, which has realized almost $6 
million in savings just one year later, with the potential of signifi-
cantly more savings in subsequent years.
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The ripple effects extend well beyond the company, boosting 
employee well-being and their broader community’s economy. 
For example, in the hospitality industry that sees employee turn-
over approaching 80%, Rosen has employee turnover in the low 
teens.

Once an employee has worked full-time for the company 
for three years, Rosen pays for college tuition and books at any 
Florida public college or university for the employee and their 
children.

They have also used money that would have been over-
spent on health care to fuel a range of creative philanthropy. 
Rosen started by paying for preschool in the underserved, once 
crime-ridden Tangelo Park neighborhood in Orlando. He has also 
continued to fund various programs to help those kids develop, 
such as paying for their college education in full (tuition, room/
board, and books). The results have been breathtaking:

• Crime has been reduced by 78%.
• High school graduation rates went from unacceptable to 

nearly 100%.
• 77 % of Tangelo students who go on to four-year schools, 

complete their degrees, exceeding the national average.

The cost over close to 30 years of the Tangelo Park. Program 
has been $13 million – roughly the amount Rosen saves in one 
year on health care. Recently Rosen adopted another under-
served Orlando community called Parramore, which is five times 
the size of Tangelo Park.

For Harris Rosen, the approach is simple: Get involved; and 
care for your people.
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CASE STUDY:

Textum
A small North Carolina textile company learns how to set its own prices 

l

Sometimes the best innovations come from the smallest groups. 
Textum, an industrial fabric manufacturer located outside of 

Charlotte, North Carolina, is one of those small businesses con-
tinuously creating and testing new ideas; with 31 employees, 
Textum has produced unique solutions for a wide variety of 
industries, from thermal protection systems for space vehicles, 
carbon fiber material for bulletproof vests, to fabrics used in car-
bon-carbon processing. 

Textum is used to innovating and excelling at every new 
challenge it encounters. But, in June 2017, annually rising health-
care bills were one issue that really frustrated and stumped Aaron 
Feinberg, Textum President and CEO. As a small company, Tex-
tum’s workforce was like family, and Feinberg, knew that rising 
healthcare costs were not sustainable for his employees or the 
business at large. 

Feinberg quickly realized that his company needed a new 
health benefits plan, and also that he couldn’t do it alone. So, he 
enlisted the help of David Contorno, a Health Rosetta advisor who 
is well known for helping businesses, large and small, across the 
US, save hundreds of millions in healthcare dollars, to create a 
health plan that functioned as a living document, one that changed 
as its members’ needs and priorities evolved each year. 

First, Contorno put the company in a level-funded plan 
under a BUCAH carrier to ease into the change process in 2018. 
Level-funded plans are often referred to as “partially self-funded” 
plans, as they operate in a similar way to a fully self-funded, 
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employer-optimized plan, but have a lower level of stop-loss 
coverage, which is what protects employers from large claims. 
(Level-funded plans work well for small companies that want 
the cost transparency and the minimal savings that come with 
self-funded plans, but cannot take on the high claims risk that 
large companies are able to withstand.) 

Textum’s level-funded plan had an independent TPA, no 
PPO network, and all the Health Rosetta principles, which in 
turn helped Feinburg lower his 2018 healthcare costs by $75,762 
for the year, or 32%. But, Contorno and Feinburg decided that 
there were more changes to be made and more savings to be real-
ized the following year.

NEGOTIATING YOUR OWN RATES WITH 
DIRECT CONTRACTS 

In 2019, Contorno introduced several new changes to the 
healthcare plan. After looking through Textum’s claims data 
from previous years, Contorno found that Textum had a history 
struggling with balance-billing issues from one particular sizable 
provider, which left many employees to deal with surprise med-
ical bills that not only was a burden to them, but resulted in less 
savings than it could otherwise achieve. 

To prevent future surprise bills, Contorno created direct 
contracts with healthcare providers and hospitals in Charlotte 
that offered the best treatment. He worked with them to nego-
tiate fair rates and payment methodologies for medical services 
and treatments using reference-based pricing (paying more than 
Medicare but less than the average PPO network). Then, Con-
torno bundled surgical and radiological services, implemented 
international prescription sourcing for low-cost medication, and 
had the plan waive all out of pocket expenses for members when 
they used these services.

Pre-negotiated rates helped Textum employees in a number 
of ways. It directed them to the best providers, increased cost 
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transparency, and prevented them from incurring unknown 
costs, and improved patient-provider relationships. But Contorno 
didn’t stop there. Taking transparency to another level, Contorno 
strove to eliminate personal bias by choosing to be paid on a fee 
and performance basis instead of a commission-basis.

In sum, these strategies resulted in reducing Textum’s health-
care spending beyond what Feinburg expected.  Textum employ-
ees have not seen an increase in deductibles since embarking on 
this journey to better healthcare in 2017. The 2018 plan had an 
expected max cost of $176,000. But thanks to the new cost-saving 
strategies implemented that year, Textum ended up closing the 
2018 plan year paying only $155,000 and its health claims spend-
ing was 60% below the amount of premiums collected that year 
(40% loss ratio). If it had stayed on the previous carrier-based 
plan, Textum would have suffered a sizable $231,000 in health-
care spending in 2018. 

In 2019 Textum’s max costs were expected to be $189,000. 
But, once again, Textum came in under budget, spending just 
$149,133.

As these numbers so clearly demonstrate, Contorno helped 
Textum regain control over its healthcare plan. He helped Fein-
burg realize that employers have the power to negotiate and seek 
out the quality of care that they know their employees deserve. 
Unfortunately, not all employers know this, which is why finding 
the right advisors, like Contorno, who fights for the best interests 
of members are crucial to transforming the status quo and fixing 
healthcare. 
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CASE STUDY:

ETEX Telephone Co-Operative
A Texas fiber and telecommunications provider joins  

the local healthcare movement 

l

Charlie Cano, CEO and general manager of ETEX – one of the 
largest telecom co-ops in Gilmer, Texas that provides inter-

net, phone, and TV for over 13,000 customers and numerous 
school districts in the northeast Texas region – is an engineer by 
trade. He is accustomed to understanding how things work, but 
when it came to health insurance, he was wrought with confu-
sion about hidden fees, high cost pharmaceuticals, and constant 
rate increases. 

Paige Mendez is now an Employee Benefits Consulting, LLC 
(EBC) team member who previously worked at the third-party 
administrator that manages ETEX’s benefit plan. Paige recom-
mended that Charlie talk to Rachel Means, CEO of EBC, who 
founded the Tyler, Texas firm in 2016 to break away from preda-
tory insurance practices and start an advisory group that strove 
to provide plan members with the highest-quality, most afford-
able care. 

In an hour-long meeting over lunch, Means took the time 
to answer each and every one of Cano’s questions, demonstrat-
ing transparency he had yet to experience from any other advi-
sor. Means told Cano about hidden commissions, fees, and other 
wasteful spending in his company’s plan. After talking, Cano 
was convinced that Means could help him achieve his goal of 
creating a better health plan – one his 150 employees deserved. 
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LOCALIZING CARE 
The first thing that Means did to push down ETEX’s health 

spend was change its pharmacy benefits manager (PBM) to one 
that was more transparent. Means pointed out the pain points 
in ETEX’s health plan, much of which came from several high-
cost member medications. Cano, like many employers, believed 
that the billed prices of medical services and drugs were final, 
non-negotiable, and due in full. But, Means helped him realize 
that there is always room for negotiation, and that employers 
have the power to create strategies to find lower prices while still 
providing employees with the care and medication they need. 

Specifically, Means helped Cano find alternative drug sup-
pliers that cut out inflated drugs costs and administrative fees. 
Switching to a fiduciary PBM and sourcing prescriptions from 
manufacturers and low-cost, local pharmacies slashed ETEX’s 
pharmacy costs by 50% and had the added benefit of support-
ing Means’ and Cano’s local community. These changes have 
reduced per employee per year medical and prescription costs 
by $5,743 a year, since 2017. 

Means continued to seek out local, affordable healthcare 
options for ETEX’s primary care services. She set up contracts 
with direct primary care (DPC) physicians and imaging cen-
ters in the northeast Texas regions of Longview and Tyler. ETEX 
health plan members now have $0 out-of-pocket costs for X-rays, 
CT scans, MRIs, minor emergency room/urgent care visits, and 
primary care appointments. Members even have access to $0 dia-
betic supplies, like insulin, pumps, and meters, plus no-cost hor-
mone replacement therapy.  

When employees and their families visit their DPC physi-
cian, they don’t have to sit in a waiting room for half an hour or 
more for their appointments. Because the DPC model is based on 
a membership fee, physicians have more time to listen to patients 
without time constraints or the pressure of hospital referral quo-
tas to meet. ETEX health plan members enjoy a better patient 
experience with better outcomes and no out-of-pocket cost.  
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These changes have not only resulted in better benefits, 
but also a total savings of $2.5M in three years. ETEX has seen 
$863,000 in year-over-year savings since 2017.

Employees now have access to $0 high-quality healthcare 
and Cano has used a portion of the savings to give employee 
bonuses. ETEX’s turnover rate has decreased and Cano has 
noticed that employee morale has increased since implementing 
these additional programs. Better healthcare benefits have made 
ETEX more competitive and appealing to potential hires, Cano 
even mentioned they have a waiting list of candidates wanting 
to work for ETEX. 

This case study shows why providing your employees with 
better, more affordable care using local providers is a win-win for 
you and your community. Big carriers and profit-focused PBMs 
harm local pharmacies and physicians, and by extracting them 
from employers’ health plans the way Means did for Cano, busi-
nesses can not only save money; they can potentially save their 
local community. 
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CASE STUDY: 

Kenny Pipe & Supply

l

Plan Details
Client: Kenny Pipe & Supply
Advisor: David Johnson
Advisor Organization: Alera Group | Nashville, TN
Headquarters: Nashville, TN
Industry: Plumbing fixture and trim  
 manufacturing 
Sector: Private
Client Size:  30 employees
Employees On Plan: 128 employees
Total Lives On Plan: 290 members
Plan Funding: Self-funded 
Case Study Dates: July 1, 2017 – July 1, 2020

Key Takeaways

1. $766k in savings over 3-years 
2. Employees and plan save big when choosing High-qual-

ity providers
3. Savings of $2,100 Per Employee Per Year (PEPY)

Client Background
Kenny Pipe & Supply Inc. (KPS) is a family-owned whole-

sale plumbing, pipe, and valve distributor based in Nashville, 
Tennessee. The company had been on a self-insured plan for a 
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number of years; however, with an aging population and grow-
ing company, the health plan began to see its health care costs 
spiraling out of control without any roadmap or options from 
their previous broker and ASO carrier. In 2016, Kenny Pipe was 
facing a 50% increase to employees if a change wasn’t made. 

The company had three main goals: 

1. Improve quality of care and appropriateness
2. Reduce costs for employees
3. Reduce overall plan cost

Approach 
David Johnson began working with Kenny Pipe & Supply 

in July of 2017 after educating the employer on other options to 
reduce healthcare costs, improve care outcomes, and take back 
control of their health spend. Kenny Pipe & Supply was in a car-
rier-controlled, self-funded plan prior to David’s involvement. 
In this model, the plan was not actively managed and health 
spending was rising year after year with no end in sight. David 
worked with the Kenny Pipe & Supply benefits team to evalu-
ate the uncontrolled prices, population needs, and overall risks 
of the plan. In 2017, David helped Kenny Pipe & Supply transi-
tion into a benefits captive to help mitigate the effects of rising 
stop-loss premiums. The captive was a good foundational step 
that KPS took to help stabilize their stop-loss underwriting pre-
miums, but KPS knew they would have to deliver health care 
differently to make a positive and sustainable change for their 
employees. With a high-priority focus on lowering costs for 
employees, KPS decided to make the transition moving away 
from a traditional network model to a Reference-based Pricing 
(RBP) model. Within the first month they saw health care prices 
go down for both the plan and members. With the transition to 
Reference-Based Pricing they pursued a new partnership with 
a third-party administrator (TPA) that provided a hands-on 
approach to the plan and for employees. David and KPS con-
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tinued to look for cost-saving approaches the following year, 
identifying a transparent pharmacy benefits manager (PBM), 
leveraging a specialty drug sourcing solution, and conducting a 
full pharmacy analysis to identify high-cost claims. These were 
successfully implemented, saving KPS over $750k in health 
care costs, allowing the company to reinvest savings back into 
the employees, and reducing member out-of-pocket spending 
while improving patient outcomes. 

Top Level Results 
As David continued to educate the organization’s decision 

makers on areas of savings and elements of a high-performance 
plan, he was able to walk through the current health care spend of 
their traditional plan and show them a new path forward. David 
used data to show their current out of control prices at 250%-300% 
of Medicare rates, while the model he would implement would 
reduce that cost to 140% of Medicare through a Reference-based 
Pricing model. It was an obvious decision to move forward with 
the RBP model and it paid off in direct savings bringing PEPM 
costs down 27% within the first year. 

Within the first year, Kenny Pipe & Supply saw immediate 
savings reducing per employee per month (PEPM) costs from 
$921 to $669, with an additional decrease in PEPM cost the fol-
lowing year. The following year, David and KPS tackled phar-
macy spend, moving to a fully transparent pharmacy benefits 
manager with a specialty drug sourcing solution, providing a 
full picture of their pharmacy claims and conducted a pharmacy 
analysis identifying high-cost claims. This brought PEPM phar-
macy (Rx) spend down from $276 to $214. 

From 2019 to 2020, KPS hit an unusually high claims year, 
experiencing five stop-loss claimants, i.e., high-cost procedures 
or diagnosis (infection complication, cancers, and musculoskel-
etal surgeries). But with a well-managed self-funded health plan 
KPS was able to manage the higher than average spend year. 
Typically, this would be catastrophic to a health plan, however, 
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with the high-performance model in place and a savvy advisor 
managing the plan, KPS was able to keep costs under what they 
were paying at their top claims spend in 2016, actively managing 
their risk.

Health Rosetta Dividend
Traditional, status-quo health plans have squandered money 

at the expense of the employer and employee raises. An actively 
managed health plan implements cost-saving solutions, recon-
structing previously entrapped spending into direct savings for 
the employer and employees.

By transitioning to an employer-optimized plan, Kenny Pipe 
& Supply has saved over $750k in health care spend over three 
years. In addition, their employees were provided a $0 deductible 
and $500 max co-pay when seeking care at the highest quality 
and highest value providers. A win for the employer-sponsored 
health plan and a win for employees. 

With KPS’s Health Rosetta Dividend they were able to 
implement a 401(k) match program, improve the health bene-
fits available to members, reduce employee out-of-pocket costs 
as well as contribution costs, and are actively managing their 
high-performance plan to provide the highest quality care for 
their members. This puts Kenny Pipe & Supply in the driver’s 
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seat to better manage the finances of their business and retain 
and recruit employees. 

Change Management Approach - Expect 
More from Your Advisor

David worked closely with Kenny Pipe & Supply’s leader-
ship to identify a long-term strategy and gain quick wins in the 
process. With a CFO motivated to manage costs without com-
promising benefits, David focused on showing the flexibility and 
opportunities available in an actively managed self-funded plan, 
versus the existing carrier controlled (ASO) plan that they were 
stuck in. He worked alongside KPS’ CFO and benefits team pro-
viding education, data, and support along the way. Together they 
identified the best approach for KPS, taking into consideration 
employee education, minimal disruption, a dispersed workforce, 
reduced cost, and ensuring the highest quality care available. 

Educating employees on the changes being made with a 
hands-on approach was a key component in keeping engage-
ment and plan satisfaction high. 

David and KPS are in constant contact around proper and pos-
itive means of education and communication to ensure members 
understand their options and receive the best care. Monthly commu-
nications were put in place, along with a direct hands-on approach 
from the organization’s leadership with employee meetings and 
opportunities to address employees’ questions and concerns. David 
and KPS both consider quality of care to be of the utmost impor-
tance for its members. They sought out solutions that met the plan’s 
needs to deliver improved benefits at a lower cost with incentives 
for employees to make smart choices on where they seek care. 

In addition, employees were provided a $0 deductible and 
$500 max copay when seeking care at the highest quality and 
lowest cost providers; compared to previously incurring a $1,000 
deductible each year and a $3,000 max out-of-pocket cost to the 
employee.
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In addition, David was able to identify one individual’s 
high drug cost of $10,000 per month, with the proper solutions in 
place, the company was able to reduce their spend on this drug to 
$2,500 per month, saving $90k annually, and the employee sav-
ing $1,200 per year. And as the plan is actively managed, there 
continues to be refinements to identify and provide the best qual-
ity of care because the same issues that they face today will not be 
the same issues they will face tomorrow. 

Advisor Background (bio)

David Johnson is Managing Partner at Alera Group Nash-
ville. He is an employee benefits thought leader whose singu-
lar passion is to help employers along with their employees 
and families navigate a complex health care system in a manner 
resulting with the highest quality care at the most appropriate 
cost. Conservative yet creative paths lead to disrupting the status 
quo and delivering the ideal solutions for businesses. David is 
also the founder of Aspire Nashville which is a donation-based 
wellness studio which directs 100% of all donations to local chil-
dren’s charities in the area of well-being.
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CASE STUDY: 

Bennett School District

l

Client: Bennett School District 
Advisor: Bryan Perry 
Advisor Organization:  Peak Benefits 
Headquarters: Bennett, CO 
Industry: Education  
Sector: Public 
Client Size: 95
Employees on Plan: 75
Total Lives on Plan: 148
Plan Funding: Self-funded 
Case Study:   7/1/2013 to 7/1/2020

Client Testimonial:
“Our plan comes in at least 20% below budget every year.” 

– Keith Yaich, CFO

“Because of the work, you at Peak Benefits have done, our teachers were 
the only ones in our area to get pay raises this year.”

- Keith Yaich, CFO
 
“Our teachers have the best Health care plan in the state.” 

- Keith Yaich, CFO
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Key Takeaways:
• Cut healthcare spending by 33% over 6 years, saving $1.4 

million 
• Eliminated deductible and out-of-pocket costs for mem-

bers who make smart healthcare choices 
• $0 employee access to a direct primary care doctor, who 

offers appointments at the school

Client Background
Bennett Schools District (BSD) is a rural school district 

in Colorado. BSD was suffering from rising health insurance 
costs every year that cut into funding for student resources and 
teacher salaries. In 2013, it received a 21% insurance increase 
from its insurance provider and decided to change course to a 
new health plan. BSD had five main goals: 1) reduce employee 
cost, 2) lower overall healthcare cost, 3) minimize member dis-
ruption, 4) attract and retain talent, and 5) provide access to 
direct primary care. 

Advisor Background
Bryan Perry is a benefits advisor and founder of Peak Benefits 

in Littleton, Colorado that strives to build “Innovative Solutions 
for Healthy Companies.” Bryan focuses on creating self-funded 
health plans that incorporate Health Rosetta principles. He has 
18 years of experience working with employers to bring down 
healthcare costs by unbundling plans, reducing pharmacy costs, 
managing supply chains, improving price transparency, and pro-
viding access to direct primary care. 

Approach
BSD and Bryan began working together in July of 2013, at a 

time when BSD employees were paying a $4,000 deductible and 
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a $6,000 out-of-pocket maximum for a family plan. The school 
district wanted to stop the constant rate increases and prevent 
health care costs from impairing the quality of education. 

To break BSD’s streak of constant rate increases, Bryan used 
a combination of cost-saving strategies such as referenced-based 
pricing, hiring an independent third-party administrator (TPA), 
incorporating independent stop-loss policy, and using an inde-
pendent pharmacy benefits manager (PBM). One of the most 
important cost-saving measures that Bryan used to lower health-
care spending was unbundling BSD’s health plan. This involved 
buying benefits from several different solutions to increase ven-
dor competition, which resulted in lowering prices and improv-
ing price transparency for plan members. 

Success was achieved through Bryan’s constant collabora-
tion with BSD’s CFO and other school district leaders from the 
beginning, making sure that they understood and approved of 
all changes to the health plan.

Top-Level Results
By 2016, BSD was able to reduce the family plan deduct-

ible to $500. Despite a slight increase in employee contribution 
during this time period, it is the only increase BSD employees 
have seen since changing health plans in 2013. Subsequently, 
because employees had a lower deductible cost, they received a 
pay increase that year.

In 2018, BSD partnered with a direct primary care solution 
to provide affordable access to primary care, which offers con-
venient appointments at schools for employees and their fam-
ilies. 

In 2019, BSD was able to reduce employee out-of-pocket 
expenses by an average of $1,000 per employee. Employees also 
have the option to pay $0 in out-of-pocket costs and pay a $0 
deductible if they make smart health care choices by following 
the guidelines of their medical management program to direct 
employees to the highest value, low cost of care options, like 
direct primary care. 
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Since switching to a self-funded plan in 2013, BSD has saved 
more than $1.4 million, cutting spending by 33%. 

Change Management Approach - Expect 
More from Your Advisor

Bryan worked constantly with BSD senior leadership from 
the very beginning. Keeping  leadership involved and informed, 
allowed them to engage with employees about the changes being 
made to their health benefits and why. 

However, gaining the trust of leadership was not apparent 
from the start. Some were skeptical of the changes, such as the 
superintendent, instated in 2015, who had been the victim of a 
poor self-funded plan under a previous employer that had failed 
and caused her to receive a large surprise medical bill. 

Bryan used short term wins and comparisons to gain the confi-
dence of leaders. He began by breaking down BSD’s previous fully 
insured plan, explaining the old plan’s pitfalls and reasons why 
it was causing costs to increase every year. He compared BSD’s 
new self-funded plan to the health plans of other school districts, 
showing that it was more affordable and provided better benefits. 
He also took the time to thoroughly explain all of the cost-saving 
procedures that were included in the new self-funded plan. Addi-
tionally, employees were given the opportunity to ask questions 
and provide feedback during open enrollment meetings. 

Bryan was adamant that BSD play a key role in manag-
ing the plan’s cost-saving strategies. When the plan was being 
unbundled, both Bryan and BSD worked in collaboration to find 
the vendors that best fit the plan’s needs and effectively exe-
cuted and delivered what they promised. Strategically selected 
solutions to give employees the option to not pay deductibles 
or out-of-pocket costs by guiding them to make wise healthcare 
decisions to choose the highest quality of care at affordable prices. 
If employees choose not to use the plan’s medical management 
team, then they pay a $2,000 deductible for a family plan. 
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BSD’s Health Rosetta Dividend had both short-and-long-
term impacts on its employees. Changing plans resulted in 
immediate budgetary savings. And, after it successfully lowered 
deductibles for a family plan from $4,000 to $500 in 2016, leader-
ship used the savings to give employees a raise. But the impact 
was even more significant because BSD was the only school dis-
trict in the surrounding area to offer a pay increase to employees 
that year. 

In 2019, BSD was able to completely eliminate deductibles 
and out-of-pocket costs by empowering employees to be smart 
health care consumers. This coupled with offering direct pri-
mary care access, with appointments at schools, made employees 
feel cared for and respected by their employer. BSD CFO, Keith 
Yaich, noted that changing to a more affordable plan with better 
benefits, has had a long-term effect of creating a more satisfied 
employee population who come to work knowing that the school 
district has their best interests and their best health at heart.

Plan Funding Details 
BSD’s cost-saving success and transition to better health 

benefits involved continuous improvement over a seven-year 
period. After years of hard work, its new self-funded plan has 
eliminated employee deductibles, provided $0 access to direct 
primary care, and employees now pay significantly reduced or 
no out-of-pocket costs. 

BSD was able to reduce employee contribution and lower 
healthcare costs by 33% (more than $1.4 million) over a sev-
en-year period by using a variety of cost-containing procedures. 

• 2014: BSD began unbundling the plan, hired an indepen-
dent TPA and PBM, and incorporated an independent 
stop-loss policy. It was able to lower deductibles from 
$4,000 to $2,000 for family plans within one year. 

• 2015: BSD started using referenced-based pricing, which 
guided employees to choose affordable options for ser-
vices and treatments. 
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• 2016: BSD partnered with another solution, who improved 
price transparency for medical services and treatments, 
allowing the school district to reduce out-of-pocket spend-
ing and further reduce (family plan) deductibles to $500 
that year. 

• 2018: Using the money it saved on health care, BSD 
decided to reinvest in employees and launch its zero-cost 
direct primary care service, offering doctors appointments 
for employees and their families at schools.

• 2019: BSD offered the $0 deductible and $0 out-of-
pocket cost option to employees who make smart health 
care  consumer choices by directing employees to high-
value providers. This drastically lowered employee and 
employer healthcare costs, reducing out-of-pocket costs 
by an average of $1,000 per employee. 

Pharmacy Benefits Plan Details 
BSD worked with their PBM, who helped it improve the 

transparency of drug pricing and helped employees under-
stand their pharmacy benefits. Under the new self-funded plan, 
employees have improved access to affordable medicine. During 
an open enrollment meeting, one employee explained that she 
couldn’t afford her allergy medication under the old plan and 
was taking Benadryl three times a day instead. But under the 
new plan, the cost was drastically reduced and her medication 
now costs a small $30 copay. 
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CASE STUDY: 

Dann Marine Towing

l

Client: Dann Marine Towing, LC
Advisor: Ben Bohonowicz
Advisor Organization:  Employee Benefit Services of  
 Maryland
Headquarters: Chesapeake City, MD
Industry: Transportation
Sector: Private, Family-Owned
Client Size: 200
Employees on Plan: 144
Total Lives on Plan 400
Plan funding: Self-funded 
Case Study:   01/01/2017 - 12/31/2019

Main Goals: 

• Save money, reduce employee costs, reduce turnover, and 
attract and retain talent

• Consistent large increases from fully insured carriers. 
Only cost savings was cost shifting to members through 
raised deductibles and copays.

• Wanted transparency and visibility into cost drivers. 
Wanted to maintain a sustainable health plan for employ-
ers and employees. They like keeping the employees’ con-
tributions flat.
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Key Takeaways: 
• Plan members went from a $2,500 individual deductible 

to $0.
• 25% average savings the past two plan years.
• Prescription drug generic program at no cost to members. 

(Show $0)

Additional Financial Information:
• We compared actual costs of self-insured to actual fully 

insured renewal in 2018 and projected fully insured 
renewal in 2019 assuming 9% trend.

Health Rosetta Dividend and Employee/
Member call outs:

• They reinvested the savings back into the plan design in 
a significant way. Employee contributions have remained 
flat since 2017 through 2020. They also went from a $2,500 
deductible to $0.

• The amount of money freed up from the health plan 
allowed them to reinvest back into their business. 

• Employees are very happy with no-cost generics. Within 
the first three months of moving RBP, some of the fami-
lies were shocked when they didn’t receive any cost for 
maternity. Employees have expressed gratitude for the 
very affordable care they’ve received. Even in cases of 
balance billing the employer pays 80% of the balance bills 
because they’ve saved so much money overall.
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Client Background
See separate case study write-up “Employer/Client A” from 

Advisor Firm

• 6th generation family-owned marine towing company. 
The industry they’re in is very competitive. It’s blue col-
lar but highly paid. We’ve been working with them since 
2015. This group is very focused on cost.

• This client was stuck on the merry-go-round of 25-30% 
increases in the fully insured market. We introduced RBP 
to them and they gravitated toward it. The very first year 
of RBP, we reinvested the savings back into the plan. We 
went from a $2,500 individual deductible to $0. They had 
an unusually high year of claims in 2019. We introduced 
a new concierge model and stop-loss carrier with lower 
stop-loss rates and lower expected claims. We tried intro-
ducing virtual direct primary care but ran into some road-
blocks with state licensing. The group is a marine towing 
company with a widely dispersed population and very 
difficult work schedules.

Approach
See separate case study write-up “Employer/Client A” from 

Advisor Firm

Top-Level Results
See separate case study write-up “Employer/Client A” from 

Advisor Firm.
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Change Management Approach - Expect 
More from Your Advisor

1. How did you approach change management 
overall to successfully implement Health Rosetta 
components?

While reviewing the 2018 renewal, the client began discuss-
ing how they manage workers comp claims through adjustors. 
Specifically, they work with an organization that’s responsible 
for negotiating their workers comp claims to be as affordable 
as possible. They were very appreciative of having someone on 
their side of the table working to make sure they were not over-
paying their workers comp claims. We then correlated that same 
workers comp claim adjustor to a reference-based pricing ven-
dor. We explained how it was different than how they currently 
use a BUCAH network and pay claims.

2. What tactics did you use to create a sense of 
urgency to change (legal risk, legacy, outlining current 
dysfunction, data, etc.)?

Unsustainable costs through consistent fully insured renew-
als. It was severely impacting their P&L because they were tak-
ing large increases and also impacting their ability to attract and 
retain because they were reducing benefits.

3. What tactics did you use to create an Alliance for 
change (recruit change agents, recruit employees, 
champions or millennials, Executive buy-in, 
Education, etc.)?

Executive buy-in.
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4. What vision for change did you create to inspire 
the plan sponsor (finding a compelling ‘why’, cultural 
alignment, long-term business planning, etc.)?

6th generation owned family business that’s focused on sus-
tainability and long-term growth. They didn’t want to let benefits 
be the reason they couldn’t continue on.

5. What tactics did you use to communicate the vision 
for change (channels, senior leadership, simplicity, 
repetition, feedback, etc.)?

Senior leadership and repetition. 

6. What obstacles of change did you encounter and 
how did you overcome them (lack of Executive 
support, inadequate buy-in, resistance, change 
saturation, etc.)?

Ultimately moving away from a network was the largest 
challenge but promoting the positives of fixed employee contri-
butions and significant benefit plan design enhancement is how 
they’ve kept the plan. 

7. How did you use short term wins to create 
momentum (very specific milestone or turning point, 
change effort impact, visible, tangible, etc.)?

Visibility into the claims cost and how much RBP was bene-
fiting their claims related to facilities. They started to understand 
how long the wool had been pulled over their eyes with provid-
ers and facilities overcharging and the perceived discount they 
thought was “saving” money. 

8. How did you consolidate improvements and build 
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on gains (mid-cycle effort, senior leadership buy-in, 
etc.)?

It’s a very top-down approach at DMT. They enforce their 
decisions and have leadership and management carry the mes-
sage. 

9. How did you, or are currently, anchoring change 
into the culture (constant communication, reminders, 
processes, etc.)

The concept of managing their health plan costs in an effort to 
make sure the employer isn’t overpaying but also the employee. 
They use opportunities to show how without RBP, they wouldn’t 
have been able to contain cost or prevent from overpaying for 
services.
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EPILOGUE

THE FUTURE WE CHOOSE

“Out of darkness is born the light” – St. Catherine of Siena

l

As you have learned from reading this book, Covid-19 is a 
super spreader of societal pre-existing conditions. Histo-

rians will recognize Covid-19 as an inflection point on many 
fronts, where there will be a “before Covid” and “after Covid” 
transformation. Time and time again, America does its best when 
put to the test. This is one of those moments and new leaders will 
undoubtedly emerge.

For too long, we have accepted disempowering Wall Street-
rented sick care plans. In the CEO’s Guide, the first chapter 
explained how we have gone to war for far less than what health 
care has done to America (http://bit.ly/gonetowarforless). 
In this epilogue, the Tangelo Park story will highlight what is 
possible with empowering community owned health plans that 
specifically focus on kids and education. While the Tangelo Park 
story was initiated by a business, the Nuka story was initiated by 
a challenged community and provides an inspiring (and proven) 
vision for our future. 

The aforementioned Gone to War for Less chapter explains 
how the old health care model is linear, siloed, and extractive, 
and there has been a large “tax” levied by Wall Street-driven, per-
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verse incentives — a tax that no one voted for. Unlike these linear, 
extractive models, the new, high-performing models are circular 
and generative. In this book, we highlight how asserting health 
sovereignty creates a health ecosystem that is local, organic, and 
sustainable. 

• Local: Chapter 9 outlines how locally governed health 
care generates the best health outcomes. This contrasts 
with poor performing health plans governed by distant 
Wall Street or political leaders.

• Organic: The emerging next era, grassroots health plans 
have organically developed in locations within multiple 
states, from Alaska to Florida.

• Sustainable: It’s widely recognized that the status quo 
isn’t sustainable. With the Rosen/Tangelo Park and Nuka 
stories now proven for two decades, and many others for 
5 to 10 or more years, achieving sustainability with new 
health care models is possible. 

You can find the seeds of America’s health care comeback 
story growing in a previously crime-ridden community in Flor-
ida, a living laboratory that has produced incredible gains in high 
school graduation rates and college degree attainment alongside 
a 78% decrease in crime rates. The investment in Tangelo Park 
was just 5% of the savings Rosen Hotels & Resort achieved from 
a high-performing employee health plan benchmarked against 
similar employers mired in wasteful, status quo health plans (see 
Rosen case study earlier in the book for details). This dividend 
was reinvested into a modest long-term commitment to children 
and education. In combination with an engaged community, they 
produced spectacular results.

Typically, a community in the first income quartile has a 
mere 9% of its children continue their education to earn a col-
lege degree, while those in the fourth quartile have 77% of their 
kids become college graduates. Despite being in the first income 
quartile, an impressive 78% of Tangelo Park kids who maintain 
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residency in the community and remain in the program now earn 
college degrees. This is especially significant when you consider 
that the lifetime earnings of college graduates are over $1 million 
higher than the lifetime earnings of those with only a high school 
degree. Meanwhile, Nuka transformed a failing Indian Health 
Service model producing health outcomes in the bottom 5% of 
America – similar to developing countries – to a system second 
to none in the country and around the world. 

It is notable that the annual financial investment enabling 
Tangelo Park’s turnaround has shifted in recent years as the 
need for scholarships has decreased while they invest more in 
preschool education. Early scholarship recipients have grown 
up and become parents reading to their children, so they enter 
school with higher reading levels. Scholarships are now attained 
through other avenues due to higher academic achievements of 
students who attended preschool, are achieving higher grade 
point averages, and are college ready.

How did this happen: Good news, bad news?
Recovering currently squandered money is what we call the 

Health Rosetta Dividend – a $1 trillion opportunity to restore 
the American Dream that Tangelo Park has demonstrated is 
possible. As outlined in Chapter 2, health care waste is having 
an adverse effect on schools throughout the country. The good 
news is with proper focus, recovering money squandered on 
health care waste is more than enough to fund a world-class 
health care system, as well as to fund the drivers of over 80% 
of health outcomes – items such as well-paying jobs, education, 
and public health. 

The bad news is that the U.S. wastes over $1 trillion every 
year on ineffective health care, basically a $1 trillion “tax” by Wall 
Street that takes the form of profiteering, price-gouging, adminis-
trative bloat and fraud. Through the perverse incentives outlined 
earlier in the book, Wall Street’s money-handlers (i.e., carriers, 
PBMs, and mega health systems) too often do Wall Street’s bid-
ding rather than focus on community well-being. 
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The examples of both Rosen Hotels & Resorts (which enabled 
Tangelo Park) and Nuka make it clear there is not only a business 
imperative to remove the waste rampant in the health care indus-
try, but that doing so is also a community imperative. In fact, at 
Health Rosetta, both of these aspects go hand-in-hand. 

America is at its best when it faces uncomfortable truths 
and pulls together to tackle difficult challenges. With the height-
ened awareness from the death of George Floyd, the Black Lives 
Matter movement has been in the headlines. We can look to the 
transformation of the Tangelo Park community in Florida as a 
successful role model for how to turn around long-term, systemic 
issues in predominantly African American communities. Simi-
larly, a scar on America’s legacy is Native Americans’ poor health 
and well-being. In parallel with Tangelo Park’s turnaround, the 
transformed well-being of Alaska Natives in southcentral Alaska 
has gained worldwide attention from global health experts from 
Singapore to Sweden who are inspired by this vision of a “worst 
to best” renewal.

Let’s first delve into the Tangelo Park story as it demon-
strates what any company or community can do today without 
any legislative changes. It is important to remember that the Tan-
gelo Park Program was funded by money that would have been 
otherwise squandered on health care waste. The magnitude of 
currently wasted money (over $1 trillion) in the U.S. health care 
system would make it the 15th largest economy in the world and 
using the Tangelo Park model could similarly reform so many 
communities throughout this country. After the Tangelo Park 
story, the incredible transformation of Alaska Natives inspires 
anyone seeking successful and lasting change.

The Old Tangelo Park

“One thing I quickly learned is that there is as much intellectual 
talent in the underserved neighborhoods as there is in gated com-
munities. And this investment pays off.” —Harris Rosen
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In the early 1990s, Tangelo Park suffered many of the same 
issues that faced its counterparts in other urban neighborhoods 
with an unacceptable number of its high school students drop-
ping out. Just five miles from Disney resorts, this 90 percent Afri-
can American community was a world apart from the millions of 
tourists flocking to Orlando with one sad exception: the neigh-
borhood school was a location where tourists seeking drugs 
could go for their hit. 

At the same time, there were education and community 
leaders who wanted to change the dynamic. When Robert Allen 
was hired as principal of Tangelo Park Elementary, he inherited 
a school with a D–F classification that desired to connect with 
the community to create better opportunities for its youngest citi-
zens. Many parents worked multiple jobs and did not attend par-
ent-teacher conferences; some families feared the walk to school 
because of rampant crime while some saw their children’s educa-
tion as the school’s responsibility. 

Despite this, the neighborhood had a palpable sense of pride 
and was trying to “take back” its streets from crime, drugs, and 
gangs. At the same time that Tangelo Park residents were orga-
nizing to improve their neighborhood, Harris Rosen, the presi-
dent and CEO of Rosen Hotels and Resorts, was studying what 
prevented Orlando’s children from achieving life success. Know-
ing that educational success precedes life success, Rosen met with 
local education leaders including an early childhood education 
coordinator and the principal of a nearby high school. 

The meeting led to a program that would provide a college 
scholarship to any child in the designated neighborhood who was 
accepted to a vocational school, community college, or state uni-
versity. A key to this scholarship was that it was inclusive of all 
college related expenses including books, room & board, travel 
and tuition. In addition, they wisely understood that a critical 
success factor would be a preschool for disadvantaged students 
to start the path to success at a young age. 

Understandably, Robert Allen was initially skeptical of Ros-
en’s plan because it came from a business leader rather than an 
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educator. Allen recommended holding a community meeting 
where Tangelo Park residents could hear from Rosen himself 
about the planned scholarship program. Tangelo Park residents 
were somewhat hesitant and wondered if they’d have to wait 15 
years for the promised scholarships for the early childhood stu-
dents to graduate from high school. Rosen assured the commu-
nity that they would begin the college scholarship the following 
June as a manifestation of the partnership between the commu-
nity, his foundation, and the local school system. 

Rosen grew up as the child of low-income, Jewish immi-
grant parents so he appreciated the array of obstacles faced by 
Tangelo Park children. He knew that it would take more than a 
scholarship offer to turn the community around; therefore, Rosen 
invested to meet a range of economic, community, educational, 
and social needs through high quality childcare, parent training 
and support as well as providing students access to vocational 
and college opportunities. 

Three program pillars
The Tangelo Park Program is a community-based initiative 

that promotes civic commitment by private, public, and com-
munity organizations to dramatically increase the chance of suc-
cess. The initiative has a three-part strategy enhanced by access 
to vocational programs and support from scholarship program 
alumni:

1. Ensuring that the community’s children are ready for kin-
dergarten through a combination of quality childcare and 
enriching preschool.

2. Supporting parents to be full partners in their children’s 
education from birth all the way through high school.

3. Guaranteeing college and vocational scholarships; this 
guarantee provides not only the hope that Rosen says is 
key to making college a high priority, but also the practi-
cal means to make that hope a reality.
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Community engagement and parental commitment

This program is drastically different from others because it wraps 
both arms around the community and says we are here to serve 
you and help you become the best person you can be. A lot of these 
programs, they have only one piece here and one piece there.

– Dr. Bernice King, daughter of Martin Luther King, Jr.

The Tangelo Park Program draws on a comprehensive array 
of partners across the neighborhood school, community, and 
experts outside the community. A combination of a legal board 
and a community advisory board guide the program. Community 
partners include a civic association, a local church, a neighbor-
hood YMCA, as well as a state-sponsored neighborhood center 
that provides family counseling, pediatric care, a food pantry, as 
well as computer access. Outside the community, the University 
of Central Florida, Junior Achievement, and Cornell University 
are involved. 

Parents of children in the preschool are required to take two 
parent workshops a year. The program also regularly communi-
cates with pre-K and kindergarten teachers to identify and reduce 
gaps in student readiness.

Stellar outcomes transform a community
The following summarizes the results to date1:

• Since the start of the program, the Tangelo student high 
school graduation rate has approached 100%. It was 
unacceptably low when the program began. Full-ride col-
lege scholarships are awarded to qualifying graduates. 
Through 2015, there have been 224 degrees earned.

• The odds of college graduation have changed from 9:1 
against to 3:1 in favor.  

1Dziuban, Chuck and Marcella Bush. “Educational Equity: A New Kind of Philanthropy.” Educause 
Review, March 12, 2020.
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• Estimates for the increase in lifetime earnings per student 
is $1.05 million (comparing those with only a high school 
degree to those with a bachelor’s).  

• Crime has decreased 78% since the beginning of the pro-
gram.

• The average percentage of scholarship-eligible students 
who moved out of Tangelo Park went from 42% in the 
first 5 years to 7% in the last 5 years. Lower mobility rates 
create more stable classroom learning environments.

• While 70-75% of graduates with bachelor’s degrees have 
student debt, Tangelo Park grads have zero debt. 

• Return on investment to society: $7 for every $1 spent. 
Approximately $13 million has been invested over the 
course of 26 years resulting in $91 million of societal ben-
efit according to research by Lance Lochner, PhD, Univer-
sity of Western Ontario.

• Today, The Harris Rosen Foundation serves as a safety net, 
distributing fewer scholarships because Tangelo Park stu-
dents are now capable of earning financial support from 
other sources—a direct result of their improved academic 
achievement.

The case for adopting a neighborhood 
The leaders of the Tangelo Park Program outline how 

embracing a community financially has the following impact: 

• Generates new public funding and has a direct economic 
impact.

• Expands place-based efforts in dozens of diverse commu-
nities.

• Demonstrates how public funding can be used to drive 
student, family, and community well-being.

• Empowers a learning community to inform and improve 
like-minded efforts.
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• Elicits and sustains family and community participation 
that requires schools and universities to be more account-
able and responsive to their local communities.

• Builds coalitions that effectively bring together parents 
and community-based organizations to address the vari-
ety of needs and interests of their community and make 
positive changes.

Model for the country
After the initial success of the pilot neighborhood, Harris 

Rosen has adopted another neighborhood five times larger (Par-
ramore). Naturally, any community following the Tangelo Park 
experience can benefit from the lessons learned over a generation 
of students. For example, physician leaders such as Dr. Christo-
pher Crow are adapting and replicating the Tangelo Park success 
in their communities. In South Dallas, Crow’s Catalyst Commu-
nity Foundation and community leaders are co-creating a Tan-
gelo Park-like program to address unmet needs.

The real question is what or who will provide the sustainable 
funding for an effort like this to reach thousands of communities 
around the country. Neighborhood schools are a tangible and 
universal unit applicable to every community. The approximate 
annual investment per neighborhood school such as Tangelo 
Park or Parramore is $500,000 for a community to cover daycare, 
after-school programs, and college education costs. There are 
several sustainable funding options available depending on the 
community dynamics.

Nuka model: Community-driven change

Health care isn’t who pays for it, it is about who cares. – Terry 
Simpson, MD (Southcentral Foundation board member)

Before the Nuka model created by the Southcentral Foun-
dation (SCF), Alaska Natives had health outcomes consistently 
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worse than just about all developing countries. In 1998, SCF 
assumed responsibility for health care by taking the following 
approach:

• They oversaw a total redesign of the health care system 
literally changing everything.

• They kept the best of modern medicine and melded it 
with Alaska Native values and wisdom of the elders.

• They put the customer-owner (formerly known as 
“patients”) in charge at all levels.

• They adopted a no-excuses model to provide care in 
remote Alaskan villages with no medical professionals.

The results from the Nuka model are stunning. The follow-
ing summarizes their success:

• 50% drop in ER & urgent care utilization.
• 53% drop in hospital admissions.
• 65% in specialist utilization.
• 20% drop in primary utilization.
• 75-90 percentile in HEDIS outcomes and quality (industry 

measure of quality).
• 93% Childhood immunization.
• Diabetes with 50% of HbA1C below 7%.
• 90% customer and employee satisfaction.
• Increase in high school graduation and college education.
• Career opportunities developed in health care with over 

50% of the 2300 SCF employees being Alaska Native from 
a very low base when SCF took over. Going back to 1954 
they had one Alaska Native nurse and one dental aid 
serving the Alaska Native community.

• Sustained for over a decade.

One of the great features of SCF is they are a living embod-
iment of the “Open” facet of Health Rosetta’s system change 
model outlined in Chapter 1. SCF conducts regular events draw-
ing in people from around the world to share how they did it. 
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Their programs range from outlining the core concepts, to inte-
grated care training, to motivational interviewing, and team 
performance training. They also share their journey, which is 
highlighted below. 

Dr. Terry Simpson was gracious enough to share an early 
draft of his upcoming book entitled “Nuka Health Care System: 
What Alaska Can Teach Us About Health Care.” With his per-
mission, lightly edited and paraphrased excerpts from his book 
follow below. 

Before SCF took control of their primary care system, the 
Alaska Native people had “coverage” that was universal and 
with all the horrors of a bureaucratic system that any would 
imagine. Those who oppose a single payer system will look at 
what Alaska Native people had prior to 1998 and use it as an 
anecdote of the dangers of universal health care.

But then the Alaska Native people took control of their health 
care system. This was not just the federal government saying that 
“the hospital is ‘locally controlled.’” This was a more affirmative 
statement “This is now your health care system. You have con-
trol over it.” Through Nuka, Alaska Native people have shown, 
it isn’t who pays for the health care that impacts results, health 
is impacted when we build relationships between providers and 
customers. It’s common sense that when the people governing 
the system are part of that system (as patients) and you are likely 
to bump into them at a local coffee shop, it’s entirely different 
than governance thousands of miles away on Wall Street or in a 
distant government bureaucracy.

Getting people out of emergency rooms and into primary 
care offices was one of the first goals when Alaska Native peo-
ple took control of their health care system. It may sound like 
something every health care system wants, but the difference is 
this: When Alaska Native people took control of their health care 
system this was one of the top priorities of the customer-owner. 
Meaning, this wasn’t a corporate goal, of those who think they 
know what would be best for health care for the masses. This was 
the goal of the 65,000 former patients and now customer-own-
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ers, of the health care system that was now theirs. It does seem 
like everyone’s goal in health care though, perhaps even yours: 
less waiting and not being treated as a number, but as a person. 
Since taking over their health care system, Alaska Native people 
are becoming the healthiest people on the planet. That was not 
always the case.

After 150 years, Alaska Native people were finally able to 
say that they will no longer have “things done to them.” No lon-
ger medicine decided by someone far away, the efforts for health 
care would be met by local issues. One trait never works well 
if you are a patient is the paternalistic health care system of the 
1950’s. When it was your turn you would be called, but not called 
by your name, by your hospital number. In the mid 1960’s one 
doctor saw over 160 patients in a day, a record that stands to this 
day. It didn’t work well then (we just thought it did) and it won’t 
work now. There is a power in the local control over a health 
care system. What the customer-owner did not want, what SCF 
worked hard to make certain of, was that they were simply not 
going to “manage” what had been done before.

Here is how one community member described the pre-
Nuka care model not unlike what many experience throughout 
the U.S. today partly a result of destroying primary care where 
a majority of Americans don’t have a true primary care relation-
ship:

“The only way that people could receive health care was through 
the emergency room. If you were showing up for health care it 
didn’t matter if you had strep throat, cardiac arrest, or a broken 
arm. Every one of us had to go through the emergency room. There 
was no primary care system. If you were with your family member 
and you had a child that was sick we would bring picnic blankets 
and spread them out on the floor. Then we would have to wait six 
to ten hours.”

Local control needs to be teased out a bit. Sometimes peo-
ple think local control means a local board, or local governing 
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 authority that ultimately answers to a higher authority. For 
example, the local hospital may have a governing board but if 
the hospital owners are in another city or county decide to alter 
or change that hospital’s course, they can do it with a stroke of a 
pen. And it is not just controlled by the local physicians, but a key 
is that this ownership would be to all who would seek treatment. 

What is relevant to most systems is that SCF took over a sys-
tem that was operated out of our nation’s capital and transferred 
complete control of that system to Alaska Natives in southcen-
tral Alaska. While the area SCF covers is geographically large, its 
population is not. SCF’s 65,000 customer owners represent a local 
control over a primary care system which is roughly the same 
size as Sweden.

The focus of Nuka is to keep patients out of the hospital, as 
much as is possible. By separating the hospital from primary care, 
keeping specialists in the hospital system, it allowed SCF to change 
the measurements of success. It also allowed for a broader view of 
health and well-being including creating job and career opportuni-
ties in a community with sub-optimal employment opportunities.

Over fifty percent of SCF employees are Alaska Native peo-
ple, SCF not only hire them, but encourage them to go back to 
school, if they need to. Then when they earn degrees, they can 
move up the corporate ladder to higher positions and SCF loves 
it if they stay with the organization. But sometimes they move 
on to other jobs, but SCF never forgets them. Sometimes SCF will 
ask them to come back. The concept of bringing their people into 
health care, finding their niche, encouraging them to increase 
their knowledge base has provided a stable career. SCF takes 
high school students through a program to find their interests, 
advance their skill sets, and teach respect for their elders.

Relationship based medicine is not new, but the expansion 
of it is important. This is critical because Alaska has so many 
villages that can only be accessed by plane or boat. And if the 
weather is bad, they cannot be accessed. But people still have 
the audacity to live there and want health care! SCF’s no-excuses 
approach has resulted in creative solutions.
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SCF starts with health aides that are in every village. They 
may not hold a formal degree in nursing, or medicine, but they 
have been trained, and SCF has many protocols developed to help 
them. The most common maladies that a health aide would see 
are all in protocols in what was originally a two-volume bound 
set but now are available online.

The age of the internet allows people in the most remote vil-
lages to have access to health care on the main campus. Instead 
of having to fly into Anchorage, every village has equipment to 
allow diagnosis and treatment of common problems.

In those villages is a vending machine that has been stocked 
by the SCF pharmacy. The doctor will prescribe, the vending 
machine will drop the pills, print out a label, and the pharma-
cist from Anchorage can watch on the monitor as the health aid 
attaches the label to the bottle.

These pharmacy vending machines are re-stocked fre-
quently, and medicine rotated so that nothing goes out of date.  
The machines are also bullet proof -- just another thing SCF has 
to worry about in rural Alaska.

If Alaska Native people can change the bureaucracy and cul-
ture of a system that began when Native Americans health care 
was a part of the Department of War, then any bureaucracy or 
community can change.  

Reason for optimism
One reason for optimism is that the three most trusted profes-

sions – nurses, physicians, and pharmacists – are as much victims 
of our disastrously dysfunctional system as the rest of us. Not only 
is the status quo health care system devastating families, businesses 
and government entities, but also it is simultaneously destroying 
the well-being of clinicians by producing record levels of burnout 
and even suicide. Every success outlined in this book, and many 
more not in the book, were enabled by trusted clinical leaders who 
said “enough” with the old, failing systems and proved there is a 
much better way that overachieves on the quadruple aim. 
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Whether clinicians are starting their own organizations or 
joining the many clinical innovators, there is a home for any cli-
nician who has had enough. It is now clearly apparent: Clinical 
leaders liberated from damaging, outdated models can save 
their professions and, by extension, the American Dream. If 
you are a clinician or know a frustrated clinician, there is morn-
ing in America. The Covid-19 pandemic can be the reset we have 
long known is needed as clinicians rise to their greatest calling.

While low-income communities are by no means limited 
to only African American or Alaska Native neighborhoods, the 
Black Lives Matter movement is something many companies 
have signaled they want to support. There is a long history of 
marginalized communities receiving less funding for schools 
because funding is correlated with property tax values. Thus, 
investing in education would be a good place to start. It’s not 
hard to imagine Apple Scholars, Bezos Scholars, FedEx Scholars, 
Salesforce Scholars, Starbucks Scholars, or similar funding ini-
tiatives. In communities with NBA, NFL, or MLB teams, there 
are often strong connections between marginalized communi-
ties, companies, and prominent athletes or teams. Perhaps it’s the 
Salesforce-Warriors Scholars or Microsoft-Seahawk Scholars that 
we should imagine first. 

It is time to recognize that in community after community, 
the cavalry isn’t coming from DC to fix local issues. There is 
no time to wait -- it is time to take matters into our own hands 
with proven solutions such as the phenomenally successful Ros-
en-funded Tangelo Park Program or Nuka model in Alaska. The 
Health Rosetta Dividend is available to sustainably fund every 
community that has the will to restore the American Dream. Join 
us to make it happen in your community.

If you are a physician or community leader that is pursu-
ing or seeks to pursue a Tangelo Park-like model, email me at 
dave.chase@healthrosetta.org. I’d like to hear about your work 
and point you towards useful resources.
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