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Agenda

• State of Health Care

• Cost Drivers of Health Care

• Health Plan Programs to Increase Affordability and 
Improve Quality

• Payment Innovation

• Driving Innovation in Health Care

• Making a Difference in Our Communities
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Health Care Burning Platform: 
A System in Need of Change

Affordability of 
Health Care

Quality / Safety

The Uninsured / 
Access to Care

State of Public Health

Critical Issues in Health Care
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Healthcare Spending: 
2008 Total Spending $2.3 Trillion

Hospital and 
Physician/
Clinical Services 
represent the 
largest share of 
the healthcare 
dollar

Source: Centers for Medicare and Medicaid Services (CMS), Office of the Actuary.
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Drivers of WellPoint Cost of Care
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• Surgery: Orthopedic Implants 
• Bariatric & Cardiac Surgery
• Transplants

• Advanced imaging 
• Outpatient surgery
• Emergency room

• Specialty Drugs
• Specialist procedures

• Brand Drug unit cost
• Specialty Drugs

(Oncology)

Percentage of Claim Costs
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Average Annual Health Insurance Premiums 
and Worker Contributions for Family 
Coverage, 2001–2011
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Projected National Health Expenditures:
In Billions and as Percent of GDP
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The State of U.S. Population Health

Key Drivers of Health Status

Population health status continues to deteriorate…

Schroeder S. N Engl J Med 2007;357:1221-1228

Obesity
66% obese or 
overweight

Physical Inactivity 28% inactive

Smoking 23% smokers

Stress 36% high stress

Aging 22% > 55 years old

Contribution to Premature Death

40%

30%

10%

15%
5%

Genetic
Predisposition

Environmental
Exposure

Social
Circumstances

Behavioral
Patterns

Health Care
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The Price of Chronic Condition Care

Chronic 
Condition

Prevalence
Lost Work 
Days/1000

Annual Cost

Heart 
Disease

60

million
1350 $448 Billion

Diabetes
16

million
400 $174 Billion

COPD
12 

million
430 $39 Billion

Asthma
15

million
675 $5 Billion

Chronic illness account for 75% of America’s total health care 
expenditures and significantly impacts workforce pr oductivity

Source: Centers for Disease Control and Prevention, Chronic Disease Prevention and Health Promotion statistics
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Care not in 
accordance with 

best practices

Care in 
accordance with 

best practices

45% 55%
64.7% Hypertension
63.9% Congestive Heart Failure
53.9% Colorectal Cancer
53.5% Asthma
45.4% Diabetes 
39.0% Pneumonia
22.8% Hip Fracture

% of Recommended Care Received

Source: McGlynn, E.A, et. al. “The Quality of Health Care Delivered to Adults in the United States.”  
New England Journal of Medicine  348 (26): 2635-45 (2003); Mangione-Smith R, DeCristofaro AH, 
Setodji CM, Keesey J, Klein DJ, Adams JL, Schuster MA, McGlynn EA.  The Quality of Ambulatory 
Care Delivered to Children in the United States  The New England Journal of Medicine, Vol. 26, 
No. 5, Sept 2007, pp. 644-649

Nearly half the physician care delivered in America  does not
comply with established best practices

Variation in Recommended Care

% of Recommended Pediatric Care Received

67.6% Acute Medical Care
53.4% Chronic Condition Care
40.7% Preventive Care
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Amongst our 
country’s leading 
academic medical 
centers, there is a 
three-fold variation 
in hospital days 
during the last six 
months of life
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Source: John E Wennberg, et. al.; Use of hospitals, physician 
visits, and hospice care during last six months of life among 
cohorts loyal to highly respected hospitals in the United States  
British Medical Journal 2004 328: 607 

Variation in Inpatient Care at Top 
Hospitals in the United States
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Key Drivers in Variation of Care

Poor integration and coordination 
across delivery system

Lack of information on 
effectiveness or alternatives

Increased supply triggers 
increased demand

Rewards volume over quality 
or outcomes

Reimbursement 
System

Expanding 
Capacity

Clinical Decision-
Making

Patient 
“Preference”
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2010 Population 2015 Population

Large Group Risk & ASO

Small Group

Individual

Uninsured

Medicaid

Medicare

Medicare, Medicaid, individual and small group mark ets

% of 
Total

58%

42%

% of 
Total

41%

296M 306M

59%

Segments impacted 
by Exchange/Other 

Government 
Subsidies by 2015

Source: Booz & Co. research (Total Population, 
Commercial & Individual); Cowen & Goldman 
Sachs estimates (Government splits) 

Market Shifts to Greater 
Government Subsidization
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*Manufacturer price; ** Assumes 15% rebates from manufacturers to payors and PBMs; *** Average of U.K., Germany, Italy, France, and Spain
Source: IMS Health; McKinsey Global Institute analysis  

U.S. vs. OECD: U.S. Higher Drug Costs
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US vs. OECD:
Hospital Stays / Costs

Fewer and shorter hospital stays are offset by high er 
unit cost

Source:  OECD, McKinsey 
Global Institute Analysis
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Source: Paul Ginsburg, “Wide Variation in Physician and Hospital Payment Rates Evidence of Provider Market Power,” November 2010.  Data includes 
analysis of hospital payment rates of four large national insurers, Aetna, Anthem Blue Cross Blue Shield, CIGNA and UnitedHealth Group.  
* Fewer than three insurers reported.

Private Insurer Payment Rates to 
Hospitals as a Percentage of Medicare
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Cleveland Indianapolis Los Angeles Miami-South
Florida

Milwaukee Richmond,
Va.
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Francisco
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Wisconsin

Inpatient Average Payment Rate Outpatient Average Payment Rate

*
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Healthcare Costs are Concentrated
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•Claims
•Rx
•Lab
•Provider
•Member
•HRA

Low Risk 
Members

Optimize Resources in 
Acute Episodes of Care, 

Population Care

Moderate Risk 
Members 

DM and Education, 
Risk Avoidance

Well 
Members 

Prevention and 
Education

High Risk, Multiple 
Diseases

Episodic Care Mgmt, 
Clinical Guidelines, 

High Risk DM

Complex and 
Intensive Care

Total Care Integration
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Identification and Stratification

Predictive 
Models

Predictive 
Models
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Evidence-Based 
Medicine

Evidence-Based 
Medicine

Variation 
Models
Unit/Unit $

Source: Company estimates.

Clinical Information Drives Evidence-
Based Care and Care Management
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Health Information

Improved Health Care and Lower Costs

Consumer 
Innovation

Public 
Health 

Innovation

Care 
Management 
Innovation

Payment 
Innovation

The Architecture for Innovation
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Care Coordination:
Managing Chronic Conditions

• Care coordinated by nurses

• Improved compliance to 
recommended care 
guidelines

• Better informed decision-
making for patients

• Improved productivity

• High patient satisfaction

• Demonstrated clinical 
improvements
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5%

10%

15%

20%

Preventing Avoidable Re-Hospitalizations
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20

40

60
• Causes

• No scheduled follow-up

• Poor medication compliance

• Unclear discharge instructions

• Intervention

• Identify patients with greatest 
opportunity to impact

• Create discharge plan with 
patient during hospital stay

• Nurses call to schedule and 
coordinate follow-up care

Base 08 05/08 07/09

WellPoint 30-Day Re-Hospitalizations

IntervenedComparison
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30 days 60 days 90 days

Medicare Re-Hospitalizations
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Advanced Imaging:
Increased Utilization, Costs and Safety Risk

Imaging Safety: Coronary CT

• Commercial market average 
annual growth rate = 15% 

• Medicare imaging 2000-2006

• Costs per Medicare beneficiary 
increased 52%

• Advanced imaging grew at twice the 
rate of standard imaging

• Average annual growth rate = 13%

• Unnecessary radiology 
services increase radiation 
exposure risks

• WellPoint program: imaging 
trend 0%-5%

2

4

6

8

10

12

14
Medicare FFS Imaging Expenses

Total Imaging Standard Imaging Advanced Imaging
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Closing Gaps in 
Evidence-Based Care
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0%

4%

8%

12%

16%

20%

Blue Distinction Centers 
of Excellence

Qualified facilities demonstrate 
$4K - $9K lower costs per event

$0

$50,000

CABG+PCICABGAMI

CABG Readmissions CABG Complications

Median Cost Per DRG Event

Non-Blue 
Distinction

CABG Readmissions/Complications

• Improved quality through outcome 
metrics

• Reduced complications

• Programs

• Transplant

• Bariatric Surgery

• Cardiac Surgery

• Rare Complex Cancer

• Orthopedics: Lower Back Pain

• Spine, Hip, and Knee Surgery
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ER Appropriate Use and Cost Provides 
Opportunity for Alternate Sites for Care

Source: CDC/NCHS National Hospital Ambulatory Medical 
Care Survey, American Hospital Association
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Non-Emergent Care From ER to 
Alternative Sites in Virginia

Educate Members on ER-alternatives
• Video on member websites

• Educational brochures, letter, and e-mail

• 24/7 Hotline provides care guidance and 
educates on appropriate setting for condition

Google-Map and Smart Phone 
Applications

• Point-and-click contact info, hours, location

• Directions from home or location

Member Incentives
• A co-pay increase for ER visits

Results
• Non-emergent ER use decreased 20%

• Members in program twice as likely to 
choose retail clinic
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Preventing Elective Premature 
C-sections Can Reduce NICU Admissions

• American College of Obstetricians 
& Gynecologists (ACOG) guideline: 
no elective C-Section before 39 
weeks

• 35.8% elective repeat C-section 
deliveries are performed < 39 
weeks of gestation 
(New England Journal of Medicine ; 360; 2009)

• Approximately 6% of  NICU  
admissions result from 
“premature” elective C-sections 
that have no documented medical 
indication (WellPoint /CareNex) 
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California Patient Safety: 2009-2010

$11M Cost Avoidance

California Patient Safety First
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Quality Incentives and Paying-for-Value

Hospital and Physician P4P Program 
components include incentives for:

• Clinical outcomes

• Evidenced-based medical procedures

• Technology adoption

• Administrative processes 

• Patient satisfaction

Pay-for-Performance Rewards Quality, Safety, and Ou tcomes
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Hospital Quality: 
Q-HIP® Hospital Quality Program

Q-HIP® Hospital Pay-for-Performance rewards quality, safet y, 
outcomes, and patient satisfaction

Patient Safety Section
(35% of total Q-HIP® Score)

• Joint Commission National Patient Safety Goals

• Computerized Physician Order Entry (CPOE) 
System

• ICU Physician Staffing (IPS) Standards

• NQF Recommended Safe Practices

• IHI 5 Million Lives Campaign – ADE Medication 
Reconciliation and WHO Surgical Safety Checklist

• CDC/APIC Flu and Pneumonia Vaccine Guidelines

• NQF Perinatal Measures

Member Satisfaction Section
(10% of Total Q-HIP® Score)

• H-CAHPS Survey Results

Patient Health Outcomes Section
(55% of total Q-HIP® Score)

PCI Indicators
• 5 ACC-NCDR/Indicators for Cardiac 

Catheterization/PCI

Joint Commission/CMS Nat’l Hospital Quality 
Measures
• Acute Myocardial Infarction (AMI) Indicators
• Heart Failure (HF) Indicators
• Pneumonia (PN) Indicators
• Surgical Care Improvement Project (SCIP)

NSC Indicators
• 4 JC/NQF Nursing Sensitive Care Indicators

CABG Indicators
• 5 STS Coronary Artery Bypass Graft (CABG) 

Measures
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Blue Distinction Centers of Excellence 
Improve Quality

Qualified facilities demonstrate 
$4K - $9K lower costs per event

• Improved quality through 
outcome metrics

• Reduced complications

• Programs

• Transplant

• Bariatric Surgery

• Cardiac Surgery

• Rare Complex Cancer

• Orthopedics: Lower Back Pain

• Spine, Hip, and Knee Surgery

0%

4%

8%

12%

16%

20%

$0

$50,000

CABG+PCICABGAMI

CABG Readmissions CABG Complications

Median Cost Per DRG Event

Non-Blue 
Distinction

CABG Readmissions/Complications
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Anthem Care Comparison: 
Cost and Quality Information for Consumers

Consumer can see side-by-
side comparisons of 
inpatient and outpatient 
procedures; diagnostic 
tests and office visits; and 
provider service frequency.

Cost and Quality Included
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Anthem Care Comparison: 
Variance in Cost for Knee Replacement
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Payment Innovation: 
Improving Value and Affordability 

New Model: 
Rate increases tied only to 
quality, safety, and value 

Old Model: 
Rate increases not tied 

to value

Reward unit cost

Inadequate focus on 
outcomes

Payment sometimes 
aligned with quality

Align all payment 
with quality

Lower cost without 
adversely affecting 

outcomes

Improve quality
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Payment Innovation:
A Balanced Approach

Payment Reform Models

Fee-for-Service
Enhancement

Episode-Based Payment 
(Bundled Payments)

Population-Based 
Payments

• Payment for quality (Q-HIP®) 
• Patient Centered Medical 

Homes
• Centers of Excellence
• Enhanced payment for 

immunization, urgent care

• Chronic illness risk adjusted 
(diabetes, heart disease)

• Surgical services
• Transplant/cancer

• Accountable Care 
Organizations

• Capitation
• Gain sharing
• Global budgets

Performance Recognition Programs Reward Quality Out comes (P4P)

Optimal Model and Scalability Vary
• Hospital physician level of integration
• Delivery system infrastructure
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Pay For Quality
Prospective 

Payment
Prospective 

Payment

Payment Methodology

NCQA’s
PPC  Recognition:

•Care Coordination
•Process Redesign

•HIT

Evaluate Levels of 
Achievement 

Clinical
Process and 
Outcomes

Resource Use/

Cost of Care

Satisfaction 
and Service

FFSFFS

For services 
currently recognized 

through Medicare 
RBRVS system; 

potential for 
additional services

Patient-Centered Medical Home
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WellPoint PCMH Pilots 
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Colorado:
• Convener:  Health Team Works

Maine:
• Convener: Quality Counts

New Hampshire:
• Convener: NH Citizen’s Initiative

New York:
• Convener: THINC RHIO (Hudson 

Valley)

• Convener: Hudson Headwaters 
(Adirondacks) 

• Convener: EMPIRE (New York City)

Ohio:
• Convener: Greater Cincinnati 

Health Improvement Collaborative

•Convener: Access Health -
Columbus

Connecticut:
• Convener: State of Connecticut 

Employer Group
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COLORADO

• Quality improvement in nearly all diabetes measures 

• 3.6% decrease in acute IP admissions per 1000 per year

• 6.1% decrease in total ER visits per 1000 per year

• 2% decrease in specialist visits per 1000 per year

• 1.3% increase in persistent medication usage

NEW HAMPSHIRE

NEW YORK

• IP rate per 1000 between 12% - 23% lower for PCMH providers

• ER rate per 1000 between 11% - 17% lower for PCMH providers

• Total medical and Rx cost for PCMH members was 14.5% lower 
than for members seeing non-PCMH providers

Highlights of PCMH Results
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Improving Primary Care:
Comprehensive Primary Care Initiative

• CMS led private-public initiative testing a primary  
care service delivery and payment model in 5-7 
markets

• Service delivery model:

� Risk-stratified Care Management

� Access and Continuity

� Planned Care for Chronic conditions and Preventive Care

� Patient and Caregiver Engagement

� Coordination of Care

• Payment Model: monthly care management fee 
to primary care practices for fee for service Medicare 
beneficiaries ($20 pmpm); potential to share savings in 2-4 
years 
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ACOs: The Race to Value-Based Care

Finish:
Value-Based Care

Concerns Along the Way:
• Retrospective attribution by CMS

• Increased payments to physicians and hospitals

• Overuse of supply sensitive care increases revenue; 
optimized FFS revenue model

• Payment shifting to private sector; will gain sharing 
overpower FFS

• Acquisition of specialty practices

Key Principles for the Race: 
• Primary Care is central

• Commit to evidence-based medicine

• Information at the point of care

• Focus on health, prevention, risk reduction for chronic illness

• Coordination of care
Start:
Fee For Service
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Regulating Performance Measurement 
Standards

• Ensure adequate and appropriate transparency and quality measurement

• Provide meaningful information to enable highly-informed health care decisions

• Programs should be fair and transparent, enabling providers to use the data to 
improve the care they deliver

• Creation of an impartial oversight organization to assure responsible 
deployment of this network reporting and innovation

Due to the rapidly evolving and expanding 
programs, the need for transparency, accuracy and 

oversight is great
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Outcomes Research and Comparative 
Effectiveness Research

• Integrated data sources for outcomes research and a nalysis
• Collaborative research relationships with premier a cademic centers
• More than 110 research projects underway 

• Breast cancer, asthma, rheumatoid arthritis, low back pain, multiple 
sclerosis

“Real World” Research Drives Quality, Cost Effectiv e Care
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National Drug, Vaccine, and Biologic 
Safety

• FDA Vaccine and Biologics Safety Surveillance

• FDA Sentinel Initiative Coordinating Center

• FDA Drug Safety Surveillance

• National Institutes of Health Challenge Grant

• HHS Contract to Monitor National H1N1 Vaccine Safet y

34 million members’ claims, pharmacy, and laborator y data 
enables population safety and public health researc h
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S
ignal C

ount

Serious 
Adverse 
Events

Heart 
Attacks 

&
Strokes

Timeline

Threshold
for Action to 
Reduce or 

Eliminate Patient 
Exposure

Hints of cardiovascular 
issues in clinical trials

May 1999May 1999 Sept 2004Sept 2004April 2001April 2001

FDA 
Approved

Vioxx �

removed from Market

Jan 1998Jan 1998

Vioxx ® History

WellPoint Safety Sentinel 
System:  Vioxx® Case Study

Analysis of our membership would have detected 
increased cardiovascular events within 3-6 months 

after FDA approval

34 million members’ claims, pharmacy, and laborator y data 
enables population safety and public health researc h
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Back Pain Treatment Options, Risks, 
and Benefits

Facts on Back Pain
• 9 of 10 Americans experience back pain

• #1 cause of lost work productivity

• $90B spent nationally on treatment

• Most pain resolves within 6 weeks independent of treatment

Study of 172,000 Anthem Members in 6 States
• 1,000 surgeries during first 6 weeks

• 35,000 imaging procedures within first 6 weeks

• Care dependent on initial treating physician

Value and Benefits
• Collaboration with American Academy of Family Physicians

• New payment models including bundling of payments

• Educate members/physicians on treatment options

$$
 C

O
S

T
 $

$



46

Personalizing Care Management

Case Mgmt via Web Cam Microsoft Kinect® “Exergaming”

Mobile-to-Mobile 
Video Chat

Fitbit Wireless
Biometrics

HDTV Case 
Management
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CareMore: Care Innovation

• Care Centers provide a 
“Healthy Start” initial 
evaluation and integrated 
care that combines 
wellness and medical 
supervision and  offers 
personalized health 
planning

• Specialists intensively 
manage chronically ill 
members: approximately 
20% of members that 
account for 60% of 
medical costs

• Biometric monitoring 
applied to care 
management
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Potential of Artificial Intelligence

What artificial intelligence is NOT…

• Ability to manage large amounts of 
unstructured data , even in natural language 
form (e.g. a normal journal article or an MD 
clinical summary) 

• Influence evidence-based care by providing 
real-time, value-added, actionable insights to 
clinicians 

• Unique capability to learn , train, and optimize 
its own algorithms from historical decisions  

� Probability based diagnosis and treatment 
recommendations

� Defined by Evidence Based Medicine

� Streamlined authorization/approval of 
procedures and treatment 

� Over 21 million articles in Medline

� Almost 1 million new articles per year 

� 1.6 billion searches in 2010

Artificial Intelligence offers 
unique value for clinical input
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IBM Watson
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WellPoint State of Health Care 
Rankings

State Health Index
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Healthy Hoosiers: 
A Collaborative Campaign

• Encourage healthy eating choices at fast food 
restaurants; Teach healthier eating behaviors at 
younger ages to form healthy habits early 

• Website: HealthyHoosier.org

• 2011 Fall Launch of online Resource Toolkit for patients 
and providers

• Nutrition Guides distributed at several major event s 
such as: 

• Diabetes camps and events 

• Marion County Health Department 

• Cultural Expos 

• State and local fairs 



52

Public Health Collaboration

• Pay for vaccine administration 
even without vaccine benefit

• Reduce anti-viral medication 
costs for members

• Promote vaccination and 
preventive measures

• Coordination with CDC and local 
health departments

• Monitor vaccine safety for CDC

CDC Flu-Related Physician Visits
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IOM’s Report on Essential Health Benefits:
Balancing Coverage and Cost 

“Having as many benefits 
incorporated in a plan as 

possible provides 
consumers protection”

Protect the Vulnerable

Source: Institute of Medicine Report: Essential Health Benefits: Balancing Coverage and Cost, 
Released October 2011
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“Without serious attention to 
rising health care costs across 

all sectors, the EHB will become 
unaffordable over time”

Address Concerns of Enrollees

Demonstrate Measured Improvement in Outcomes Over C urrent Treatments

Provide Medically Effective Care Supported by Evide nce
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Promoting health care quality, safety, and 
affordability through evidence-based care

Determine “what works” in 
health care

Create quality metrics and 
value-based networks; 
coupled to innovative 

payment models.

Develop integrated, 
incentive-based benefit 

designs

Promote value-based 
decisions through information 

and education


