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Introduction As health-care costs continue to increase at double and triple the rate of inflation in the U.S, the debate over health care reform is narrowing its focus to 
questions of access for everyone, affordability, sustainability, and quality. In recent years, traditional health care benefits have not successfully dealt with these 
objectives.  As a result, a new approach has emerged, Value-Based Health Care, and it is taking hold quickly throughout the United states. These new Value Based Plans 
may actually transform health care and the practice of medicine as we have known them.  

Theory Value-Based Health Plans are built on the theory that improved health status lowers medical expense. Value-Based Health plans design actually require plan 
members and their physicians to comply with well accepted national guidelines for high quality medical care. According to these health plans compliance to guidelines 
provides financial reward to plan members and their physicians. Guidelines include specific preventive medical care and treatment for chronic medical conditions put 
forward by United States Task Forces (USTF) for health.

Implementation All health plans provide a written benefit document (Specific Plan Document) that describes each health plan benefit. Health Benefits are a collection of 
rules that comprise a contract between the plan member and the plan sponsor. These rules outline who pays for what in health care. Historically, these benefits were 
not related to quality of care recommendations. 

Accountabilities What is different about value-based plans is that not only does the plan pay for medical care, but also compliance by each plan member and their 
physicians with high quality health standards is required to receive maximum financial benefit from the plan for patients and physicians alike. Plan member benefit 
payments and physician payments may be based on measurements of success in following guidelines for preventive health and chronic disease management. This new 
design makes patients and physicians accountable to each other. Mutual accountability aligns the interests of patients and doctors to achieve improved health status by 
working together.  

Communications Value based health plans require accurate up to date consolidated medical data for use by patients and physicians that is organized for action for each 
health plan member. Electronic Web Based personal health records, PHR, (Not electronic medical records EMR) are used to facilitate such information exchange between 
physicians and plan members. By sharing trusted information from a common database, physicians and patients collaborate effectively and become aligned to achieve 
improved member health status.

Outcomes Outcome measures for physician success is no longer just to check individual patient outcome. The new measure for success now becomes how effective 
physicians are in achieving improved health for all plan members (Patients) under their care. When implemented in large scale Value Based Health Plans will 
dramatically change how physicians treat patients and how medical schools educate physicians. 

Traditional Health Benefit Plan
Benefits Not Linked to Compliance

A Hospital health plan (~6,800 members)
Without Efforts towards value based recommendations)

An University health plan (~1,000 members)
With Efforts towards value based recommendations

Value Based Health Benefit Plan
Benefits Linked to Compliance

A Pilot Commercial health plan 
(~300 members)

A Hospital health plan (~6,800 members)
Without Efforts towards value based recommendations

An University health plan (~1,000 members)
With Efforts towards value based recommendations)

A Pilot Commercial health plan (~300 members)

Cancer Predictions for a ~1,000 members health plan 

Cancer Type Age Range Actual Expected
Potentially

Undiagnosed 

Breast 40-79, F 7 11 4

Colorectal

40-79, M 1 3 2

40-79, F 2 3 1

Breast Cancer Colon Cancer

Early Stage PMPM $1,327 $1,032 

Late Stage PMPM $9,352 $10,610 

Difference per member 

per year 
$96,306 $114,936 

Diabetes Management Patient Conditions Expense PMPM
Difference per patient 

per year

New Patients
No Complication $530.24 

Other Complications $2,317.72 $21,450 

Development of  Complication 
Before, at no complication stage $510.07 

After, at complication stage $1,110.43 $7,204 

Compliance
Members who  complied $1,005.95 

Member who did not  complied $1,878.56 $10,471 

Will Value Based Health Benefits be the next wave in health care reform? If so, 
Physicians must be trained and be capable of supporting Value Based Health Benefits

• Electronic Personal Health Record
 Specific personal health record for each plan member
 Compiles Medical claims, laboratory, pharmacy, and patient input data into useful reliable and dynamic 

format
• Reports on plan performance
 Facilitates patient doctor communication to align efforts for health status improvement
 Physician fee payments may be linked to compliance of physician’s overall practice with guidelines.

 Improve health status of Value based plan vs. Flat Trends of Traditional plans
 Lower medical expense for employers and employees
 Improve Patient and Physician Compliance with recommended care standards
 Increase Measurable Physician Value (higher reimbursement opportunity; (Pay 4 Performance))

- Advanced interactive information technology, including Internet Based Personal Health Record (PHR) that facilitates 
high-quality, dependable information being exchanged among insurers, employers, plan members, and their 
physicians.  The availability of this kind of technology is rapidly expanding and dramatically influences medical 
practice.

- Available, easy to understand, and trusted information is required to facilitate improved health care (Status)
- Physician and patient behaviors changed based on aligned interests
- Trusted and accurate measurements of effectiveness of doctor and patient efforts are used for continued quality 

improvement and financial rewards to patients and physicians.

Cancer Prevention

Diabetic Management

Compliance Scorecard

Health Action Page

Quality
Preventive Care Index                                                                   Diabetes Management Index

Cost
Average Medical and RX Claim Cost Changes

(without adjustment for stop-loss reimbursement)

Special exceptions to high cost sharing for non compliance spread 
rapidly among employees and caused deterioration of compliance and 
increased risk to plan expense for everyone. 
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Preventive Health Effort

Chronic Disease (Diabetic) Management Effort

Use of Advanced Information Technology


