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• Volume to Value
- Unsustainable escalation of healthcare costs and public demand for increased 

quality and safety driving value based payment incentives

- Aging of the U.S. population increasing chronic disease prevalence

• Increased Employer and Consumer Engagement 
- Employers pushing much of the cost burden to consumers (average employee 

now pays 40% of healthcare cost)

- Increased pricing and quality transparency empowers consumers and motivates 
providers

• New Set of Core Competencies is Required For Provider Success 
Going Forward in Healthcare’s New Era

National Operating Environment
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A Burning Platform 

Transformational Change

Healthcare
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Healthcare Costs Threatening to Bankrupt the Nation

Federal Government Outlays & 
Revenue
% of GDP.

Congressional Budget Office 
scenario based on Expected 
Law
2010-2040
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Core Problem that Needs to 
be Addressed

5

18%

National health expenditures 
accounted for 18% of the GDP 
in 2015, and are expected to 
increase to 20% by 2025. This 
is a crippling problem to the 
U.S. economy and presents a 
major spotlight in the political 
environment.

Source: Rock Health, StartUp Health, Accenture, Markets and Markets, CMS.gov, Forbes.



Health Expenditures as % of GDP, 2013
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Healthcare Costs are Unsustainable

Costs by Age

The U.S. is spending 
much more for older 
adults
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SOCIAL,  
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(20%)

HEALTH CARE  

(20%)
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What Determines Health?
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Social Services
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United Way ALICE Report

United Way ALICE report 
highlights state and local 
residents’ ability to meet 
basic food and housing 
needs as a community-
wide issue.
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Total Investment in Health as of % of GDP
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Ratio of Social Service to Health Care Spending
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The Massachusetts Experience
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$15

(22%) (31%)

(12%)

(11%)

(14%)

(13%)

(51%)

FY10

FY14

GIC, 

MassHealth & 

other coverage

+ $5.4Bn

+ 37%

($3.6)BN

(17%) % change

Significant healthcare spending at the state level has come at the expense of other public needs

($USD in BN)

Source: Massachusetts Budget and Policy Center; figures adjusted for GDP growth.



Rising private health insurance 
premiums prompting employers to shift 
plan costs to employees via increased 

premium share, co-pays and deductibles
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Insurance Premiums

Upward trend:

Cumulative increases in 
health insurance premiums 
and worker’s contribution 
outpace increases in worker’s 
earnings and inflation 1999-
2013
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Healthcare Continues to Consume a Larger Percentage of an 
Individual’s Paycheck
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Wage stagnation, coupled with escalating healthcare costs has led individuals and families to spend a 
greater proportion of take-home income on healthcare

> Middle-class families’ spending on healthcare 
increased 25% from 2007 through 2015 as other basic 
needs fell by the wayside.

> Millennials entering the workforce now can expect to 
spend roughly half their lifetime earnings on healthcare.

(18.8%)

(13.4%)

(7.6%)

(6.4%)

(6.3%)

(6.0%)

(3.6%)

24.8% 

(25%) (20%) (15%) (10%) (5%) 0% 5% 10% 15% 20% 25% 30%

Clothing

Food Away from Home

Total Food

Transportation

Total

Housing

Food at Home

Healthcare

Source: Brookings Institution Analysis of Consumer Expenditure Survey, Labor Department, Wall Street Journal, Catastrophic Care.



Volume Based Incentives, Lack of Effectiveness and Inefficiency 
Resulting in Tremendous Waste
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$210BN
Unnecessary Services

$190BN
Administrative Costs

$130BN
Inefficient 

Delivery of Care

$55BN
Prevention 

Failures

$105BN
Inflated Prices $75BN

Fraud

$765BN
in wasted spending

= GDP of
The Netherlands

Source: Institute of Medicine (2009 data); The World Bank (2009 data).



Additional Forces Driving Change

• Demographics

• Rush for greater provider accountability for cost and quality of care

• Concerns about care fragmentation

• Rush to eliminate care variation

• Demand for transparency of cost, quality and community benefit data

• Employer and consumer resistance to increased premiums and higher 
deductibles

• Difficulty in raising capital

• Federal and state reform & legislation

• Reimbursement decline
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Aging of the population increasing 
chronic disease prevalence
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Transformational Change

• Demographics



Age 50+ Age 65-74

2010

109MM

2030

132MM

2030

39mm

…and the 
number aged 65-

74 will nearly 
double

2010

22mm

> The U.S. population aged 50+ is expected to grow 
to 132MM... 

> Chronic disease is an epidemic that 
is expected to worsen...

Our Population is Aging and Becoming Sicker

...and account for the vast majority 
of healthcare expenditures

2010 2030

TOTAL(MM) 149MM 171MM

PROPORTION 48% 49%

$0.75 of

every $1 spent

As the baby boomer generation ages, the country has become older and sicker, creating a greater need for a strong 
healthcare system to manage the shifting demographics
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Connecticut Population Growth Projections

Growth will come in the 60+ demographic
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Connecticut 
and the Valley 
aging faster 
than the U.S.



Growth Area: Chronic Disease

Chronic Disease Growth Outpacing Population Growth
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A Sedentary Lifestyle and Unhealthy Diet are Fueling the Growth 
in Chronic Disease

> For every additional 
serving above the USDA’s 
recommended 12 tsp 
sugar per day, a child is 
60% more likely to become 
obese.

4x

# of TVs in homes
has QUADRUPLED

2x

# of foodservice 
establishments has

DOUBLED

2x 3x

Soda consumption has 
DOUBLED in girls, and

TRIPLED in boys

Obesity in children aged 6-11

1980

6.5%
2008

19.6%

2010

1 in 3
children are 

overweight or 
obese

1+hrs

7.5 hrs
DAILY SCREEN TIME

1.5hrs

4.5hrs

for children ages 8-10 (2009)

Soft drink consumption has spiked

1978 2002

16.9 oz/day 26.8 oz/day

12tsp sugar 22tsp HFCS

Source: CDC; Whitehouse.gov.  

Americans consume too much sugar and high calorie foods, creating a toxic environment of cheap, unhealthy options 
which has led to a steep climb in obesity
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Current spending Not Targeted at Improving Outcomes

25

The average consumer spends less 
than 0.01% of their life in clinics, yet 
healthcare spending accounts for 
nearly 20% of the GDP. In an era of 
shifting care models, providers can no 
longer be successful by simply 
providing paid services; rather, they 
must also achieve outcome success.

Source: Rock Health, StartUp Health, Accenture, Markets and Markets, CMS.gov, Forbes.



Growth Area:  Medicare & Medicaid
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Payments At 
Risk 

Medicare: Changing Provider Incentives to Bend the 
Cost Curve
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2017 value based purchasing domains 

8 Patient Experience 
of Care Dimensions:

1.Doctor communication
2.Nurse communication
3.Hospital staff 

responsiveness
4.Pain management
5.Medicine 

communication
6.Hospital cleanliness 

and quietness
7.Discharge information
8.Overall hospital rating

Efficiency 
25%

Patient 
Experience of 

Care 
25%

Outcomes
25%

Risk adjusted 
mortality for MI, 
CHF, PN

Clinical Process of Care 
5%
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Safety 
25%

Infection rates



Medicare readmission reduction program

Condition 2016 Crude National Rate

Acute Myocardial Infarction 17.8%

Chronic Obstructive Pulmonary Disease 20.7%

Heart Failure 22.7%

Hip/knee Arthroplasty 5.2%

Pneumonia 17.3%

29



Hospital-Acquired Condition (HAC) Reduction Program
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Hospital Acquired Conditions Score
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Hospital HAC Score
Payment 

Reduction

Bristol Hospital 2.85 No

Sharon Hospital 4.03 No

Griffin Hospital 4.26 No

Backus Hospital 4.91 No

Rockville Hospital 5.54 No

St. Vincent’s Medical Center
5.62 No

Midstate Medical Center
5.74 No

Waterbury Hospital 5.77 No

Milford Hospital 6.06 No

Middlesex Hospital 6.11 No

Greenwich Hospital 6.11 No

Norwalk Hospital 6.26 No

Manchester Hospital 6.26 No

Danbury Hospital 6.26 No

Stamford Hospital 6.3 No

Hospital HAC Score
Payment 
Reduction

John Dempsey Hospital
6.74 Yes

Hospital of Central CT
6.77 Yes

Lawrence + Memorial
7.02 Yes

St. Francis Hospital
7.15 Yes

Day Kimball Hospital
7.45 Yes

Hartford Hospital
7.45 Yes

Johnson Memorial Hospital
7.55 Yes

Yale-New Haven Hospital
7.62 Yes

Windham Hospital
8.06 Yes

Bridgeport Hospital
8.13 Yes

Charlotte Hungerford
8.44 Yes

St. Mary’s Hospital
8.7 Yes



Less than 1 in 3 hospitals being rewarded for 
value/quality
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Changing Provider Incentives to Bend the Cost Curve

Medicare Shared Savings Program

Rewarding Lower Total Cost of Care 
and Increased Quality

33



480 ACOs in MSSP for 2017, but few generating 
shared savings so far
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Most Providers Opting for
“Up-Side Only”
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ACOs Percent

Track 1 (one-sided) 438 91%

Track 2 (two-sided) 6 1%

Track 3 (two-sided) 36 8%
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2013 Connecticut Medicare ACO Performance

ACO

States where 
beneficiaries 
reside Type Start date

2013
Shared 
Savings

2013 ACO 
earned 
shared 
savings

Accountable Care Clinical Services IA, PA, CT, MA, PA Multi State 1/1/2013 $10.53 M $5.16 M

Accountable Care Coalition of Mount Kisco NY, CT Multi State 4/1/2013 0 0

Accountable Care Organization of New England MA, CT Multi State 1/1/2013 0 0

Hartford Healthcare Accountable Care Organization CT Single State 1/1/2013 0 0

Lahey Clinical Performance Accountable Care Org MA, NH, CT Multi State 1/1/2013 0 0

MPS ACO Physicians CT Single State 7/1/2012 0 0

Pioneer Valley Accountable Care MA, CT Multi State 1/1/2013 0 0

PriMed CT Single State 7/1/2012 0 0

ProHealth Physicians ACO CT Single State 1/1/2013 0 0

Saint Francis HealthCare Partners ACO CT Single State 1/1/2013 0 0

WESTMED Medical Group NY, CT Multi State 7/1/2012 0 0

Family Health ACO, LLC CT, NY Multi State 1/1/2014 0 0

CMG ACO, LLC CT, NY Multi State 1/1/2015 0 0

Northeast Medical Group ACO, LLC CT, NY Multi State 1/1/2015 0 0

Physicians Accountable Care Solutions, LLC CA, MA, PA, TX, UT, 
WV, CT, IO

Multi State 1/1/2015 0 0

WCHN ACO CT, NY Multi State 1/1/2015 0 0 37



National Inpatient Use Rates

Milliman Projections for National Inpatient Use Rates

*2009 National Inpatient use Rate = 116
Source: Milliman, Kaiser State Health Facts, AHA 38



Current 2017 Aetna Commercial
Favorable Efficiency Trend in Most Categories
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Current 2017 Aetna Commercial
Favorable PMPM Trend in Most Expense Categories
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Inpatient Adm
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Interventions are Showing Signs of Success

Spending growth has slowed.

This is the lowest rate on record 
for any three-year period and 
less than one-third the long-
term historical average 
stretching back to 1965

On a per capita basis, 
healthcare spending has grown 
at an average annual rate of 
1.3% since 2010.
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Medicare program leading the transformation
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MACRA

Changing the Payment Model

To Make Physicians Change Agents
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To be Effective in an Accountable Care Environment Hospitals Must 
Take on New Roles
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Hospital

Catalyst

Convener

Facilitator

Collaborator

Educator

Motivator

Innovator

Monitor



Locally Integrated System of Care with the Patient 
at the Center

Primary Physician

Consulting 
Physician

LabInsurance

Pharmacy

Non-Clinical Activity

Family

Hospital

Post-Acute and 
Home Care

Ancillary Sites

Provider Partners

Payer 
Partners

Administrative
Partners

Population
Management 

Partners
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New Era Economic Reality

Value-Based Care
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Questions?
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