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Private Sector’s Innovative Approaches to Rising Healthcare Costs

As the federal government stalls on making meaningful
improvements to the healthcare industry, the private
sector is stepping up to the task. Employers are
increasingly seeking ways to cut healthcare costs for
practical profit purposes. The Centers for Disease
Control and Prevention (CDC) reports that productivity
losses linked to absenteeism cost U.S. employers $225.8
billion annually.! Employees fatigued at work due to
iliness causes errors and puts an additional financial
burden on employers. Additionally, employers do not
want to pay for unnecessary medical care, and
approximately 30% of healthcare spending is wasted on
unnecessary services.? There is also an increased risk of
medical error from unnecessary services, including
subsequent complications from those unnecessary
services.® Employees with health conditions, and/or at a
high risk for health problems, can cause significant
productivity losses for employers.* Going forward, these
losses may grow, driven by the increased population of
Americans choosing to work past the age of 65.° In
response to these factors, employers have resorted to
implementing their own innovative ideas to lower
healthcare costs.

Walmart, for example, has begun a new program to
decrease the cost of employee healthcare by motivating
their employees to use higher quality, lower cost
physicians. Employees that obtain healthcare services
from “featured providers” will ultimately pay less out of
pocket for the use of those services compared to utilizing
a non-featured provider.® Walmart is working with
Embold Health, a healthcare analytics company, to use
data to analyze whether physicians are providing
appropriate, effective, and cost-efficient care.” The
provider analysis will be given to employees seeking care
to help steer them in the direction of those “featured
providers.”® The quality metrics used by Embold Health
will also be shared with providers, so the providers know
which areas they need to improve to achieve the quality
distinction, with the ultimate goals of improving quality
and reducing unnecessary services and procedures.® The
ultimate savings achieved by Walmart and by their
employees is unknown, but Walmart estimates that the
amount could be “material.”’*° The new approach mirrors
a similar approach Walmart currently uses with regard to
hospital care.'* Walmart has directed all of their U.S.
employees and dependents on their health plan to utilize
better-performing hospitals for high-cost services.'? The
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strategy may sometimes cost more for the procedure than
using a local alternative, but may save money by averting
complications and unnecessary care.’* Walmart also
directs its employees to diagnostic imaging facilities
found to provide more accurate care.'

Amazon has taken an alternative approach to tackling
high healthcare costs by directly providing medical care
to their employees through Amazon Care, a pilot
employee benefit program.’®> The service is a
combination of virtual and in-person care, offering home
health services, telehealth appointments, and prescription
delivery.’® Employees are encouraged to use the
Amazon-created telehealth smartphone application for
non-urgent issues like colds and minor injuries;
preventative health consults and vaccines; sexual health
services; and, general health questions.'” Amazon Care is
currently exclusive to Amazon health insurance plan
members who live and work within the Seattle service
area.'® Of note, Amazon is ensuring that it will not have
knowledge of employees’ health conditions by utilizing
the separate legal subsidiary Oasis Medical.'* Amazon
Care follows last year’s announced plan to open, and hire
physicians to staff, primary care clinics at Amazon’s
Seattle headquarters, which clinics have not yet opened.?
For Amazon, the Amazon Care program provides a way
to hopefully lower healthcare costs for the company
while also testing new healthcare products in an internal
research and development laboratory. Presumably,
Amazon Care also provides a new market opportunity for
Amazon in areas such as population health management
and health technology.

Amazon Care follows Amazon’s previous announcement
that it was teaming up with Berkshire Hathaway and
JPMorgan Chase to form Haven, a joint venture whose
goal is “to transform health care to create better
outcomes and overall experience.”?® Haven hired
prominent surgeon and Harvard professor Atul Gawande
to lead up the organization as its CEO.?> While specific
details regarding the joint venture are currently limited,
Haven is being touted generally as a push for the
organizations to figure out ways to create better
outcomes, greater satisfaction, and lower costs for U.S.
employees.? Haven is expected to utilize the power of
data and technology to drive better incentives and create
a better patient experience.?*
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As the employers’ share of healthcare costs are set to themselves to launch healthcare services and products to
rise six percent in 2020,%5 employers are under increased  a larger audience of other employers or even directly to

pressure to directly address healthcare cost concerns. patients, should the employee pilot program succeed.
These recent employer moves to contain healthcare With no progress on healthcare reform appearing

costs highlight corporate America’s willingness to imminent on Capitol Hill, large corporations are leading
tackle rising healthcare costs in new and innovative the way in an attempt to find the “silver bullet” in

ways while focusing on quality. Further, many of these lowering costs while increasing quality.

corporate moves allow the companies to position
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Todd A. Zigrang, MBA, MHA, CVA, ASA, FACHE, is the President of
HEALTH CAPITAL CONSULTANTS (HCC), where he focuses on the areas of
valuation and financial analysis for hospitals, physician practices, and other
healthcare enterprises. Mr. Zigrang has over 25 years of experience
providing valuation, financial, transaction and strategic advisory services

. nationwide in over 2,000 transactions and joint ventures. Mr. Zigrang is
also con5|dered an expert in the field of healthcare compensation for physicians,
executives and other professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare — 2nd Edition” [2015
— AICPA], numerous chapters in legal treatises and anthologies, and peer-reviewed and
industry articles such as: The Accountant’s Business Manual (AICPA); Valuing
Professional Practices and Licenses (Aspen Publishers); Valuation Strategies; Business
Appraisal Practice; and, NACVA QuickRead. In addition to his contributions as an author,
Mr. Zigrang has served as faculty before professional and trade associations such as the
American Society of Appraisers (ASA); American Health Lawyers Associate (AHLA);
the American Bar Association (ABA); the National Association of Certified Valuators and
Analysts (NACVA); Physician Hospitals of America (PHA); the Institute of Business
Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and, the
CPA Leadership Institute.

Jessica L. Bailey-Wheaton, Esq., is Senior Vice President & General
Counsel of HCC, where she focuses on project management and consulting
services related to the impact of both federal and state regulations on
b healthcare exempt organization transactions, and research services
necessary to support certified opinions of value related to the Fair Market
Value and Commercial Reasonableness of transactions related to healthcare
enterprises, assets, and services. She has presented before associations such as the
American Bar Association and NACVA.
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John R. Chwarzinski, MSF, MAE, is Senior Vice President of HCC,
where he focuses on the areas of valuation and financial analysis of
healthcare enterprises, assets and services. Mr. Chwarzinski holds a
Master’s Degree in Economics from the University of Missouri — St. Loulis,
as well as, a Master’s of Science in Finance Degree from the John M. Olin
School of Business at Washington University in St. Louis. He has presented
before associations such as the National Association of Certified Valuators and Analysts;
the Virginia Medical Group Management Association; and, the Missouri Society of CPAs.
Mr. Chwarzinski’s areas of expertise include advanced statistical analysis, econometric
modeling, and economic and quantitative financial analysis.

Daniel J. Chen, MSF, CVA, focuses on developing Fair Market Value and
Commercial Reasonableness opinions related to healthcare enterprises,
assets, and services. In addition he prepares, reviews and analyzes
forecasted and pro forma financial statements to determine the most
probable future net economic benefit related to healthcare enterprises,
assets, and services and applies utilization demand and reimbursement
trends to project professional medical revenue streams and ancillary services and technical
component (ASTC) revenue streams. Mr. Chen holds the Certified Valuation Analyst
(CVA) designation from NACVA.

Paul M. Doelling, MHA, FACMPE, has over 25 years of healthcare
valuation and operational management experience and he has previously
served as an administrator for a number of mid to large-sized independent
and hospital-owned physician practice groups. During that time, he has
participated in numerous physician integration and affiliation initiatives.
Paul has authored peer-reviewed and industry articles, as well as served as
faculty before professional associations such as the Medical Group Management
Association (MGMA) and the Healthcare Financial Management Association (HFMA).
He is a member of MGMA, as well as HFMA where he previously served as President of
the Greater St. Louis Chapter.
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