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Worcester, MA
BACKGROUND
7KHFRPELQHGXVHRIOLPLWHGRUVHOHFWLYHSURYLGHUQHWZRUNVDQGDGH¿QHG
contribution strategy presents an immediate opportunity for government
HQWLWLHVDQGHPSOR\HUJURXSVWRDFKLHYHVLJQL¿FDQWDQGVXVWDLQDEOHKHDOWK
insurance savings and reduce medical cost trends, while maintaining
coverage levels and quality of care. This solution illustrates the impact
of changes in consumer behavior that occur as a result of economic
conditions and opportunities. Offered together, limited networks and a
GH¿QHGFRQWULEXWLRQVWUDWHJ\ZLOOSURGXFHWKHIROORZLQJEHQH¿WV
,PPHGLDWHDQGPDWHULDOVDYLQJVLQHPSOR\HUFRQWULEXWLRQGROODUV
&RQVLVWHQWKHDOWKLQVXUDQFHEHQH¿WDQGFXVWRPHUVDWLVIDFWLRQOHYHOV
5HGXFWLRQLQ\HDURYHU\HDUPHGLFDOFRVWWUHQGV
,QFUHDVHGSUHGLFWDELOLW\LQ\HDURYHU\HDUHPSOR\HUFRQWULEXWLRQV
,QFUHDVHGQXPEHURIFRQVXPHUVPDNLQJYDOXHEDVHGGHFLVLRQV
5HLQIRUFHGYDOXHRIFRPPXQLW\KRVSLWDOV
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Limited networks include providers carefully chosen using objective
clinical and service quality measures. Fallon Community Health Plan’s
(FCHP) experience proves that the delivery of care by these providers
LVPRUHHI¿FLHQWDQGHIIHFWLYH$QQXDOPHGLFDOFRVWVLQ)&+3¶VOLPLWHG
networks are 15% lower than costs in our more expansive network.
&RQVXPHUV UHFHLYH WKH VDPH OHYHO RI EHQH¿WV DQG KDYH WKH VDPH OHYHO
of satisfaction in the limited network option as they do within a broad
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QHWZRUN $ GH¿QHG ³HTXDO GROODU´ FRQWULEXWLRQ
strategy, typically between 80% and 100% of the
lowest cost option, is successful in driving consumers
WRZDUG HI¿FLHQW DQG HIIHFWLYH SURYLGHUV ,QFUHDVHG
consumer choice in turn motivates other providers
WR LPSURYH TXDOLW\ HI¿FLHQF\ DQG LQIUDVWUXFWXUH
ultimately driving down healthcare costs.
Leveraging limited network options in combination
with an equal dollar contribution strategy can
SURGXFH LPPHGLDWH DQG VLJQL¿FDQW VDYLQJV IRU DOO
stakeholders in the health care system and pave the
way for sustainable change in the marketplace.
PROBLEM
Health care spending in Massachusetts is 33% higher
WKDQWKH86DYHUDJH (YHUULVLQJKHDOWKFDUHFRVWV
and the recession have combined to create unpalatable
decisions for business and government. For employers,
health care spending is the second highest expense
behind salaries. Employers, government entities and
municipalities in Massachusetts looking for ways
to reduce their health care expenses have typically
EHHQ IRUFHG WR FXW EDFN RQ EHQH¿WV RU VZLWFK WR
KLJKGHGXFWLEOHKHDOWKSODQVIRUEXGJHWUHOLHI7KHVH
solutions are unfavorable for consumers because it
reduces and/or complicates how they are covered.
The combined use of a limited provider network
DQGDGH¿QHGFRQWULEXWLRQVWUDWHJ\LVDQLPPHGLDWH
RSSRUWXQLW\ IRU WKHVH HQWLWLHV WR DFKLHYH VLJQL¿FDQW
savings without reducing the level of coverage and
quality of care offered to employees.
SOLUTION
The solution calls for providing a group health
LQVXUDQFHSODQWKDWLVVXSSRUWHGE\WZRFRPSRQHQWV
D OLPLWHG QHWZRUN RI SURYLGHUV DQG D GH¿QHG
contribution strategy.
Providers in the limited network are selected using
objective clinical and service quality measures.
Most providers in FCHP’s limited network have
a proven track record of innovation, including the
implementation of an electronic medical record

V\VWHP 7KH OHYHO RI EHQH¿WV LQ WKH SODQ GHVLJQ
supported by the limited network is identical to the
OHYHORIEHQH¿WVRIWKHSODQGHVLJQVXSSRUWHGE\WKH
more expansive network. The premium is favorably
LPSDFWHGE\WKHFRPELQHGHI¿FLHQF\DQGHIIHFWLYHQHVV
of network providers.
Employer contribution strategy is a critical component
of health insurance costs. With an equal percentage
strategy, the employer contributes an equal percentage
across all health plan options offered to employees
and employees pay the remaining percentage. With
an equal dollar strategy, the employer contributes a
¿[HGGROODUDPRXQWEDVHGRQWKHORZHVWFRVWRSWLRQ
and employees contribute any premium beyond the
¿[HGGROODUDPRXQW
,OOXVWUDWLYHH[DPSOH
Employer group with 70 employees that offers
HPSOR\HHVDFKRLFHRIWZRSODQV
3ODQ$ H[SDQVLYHQHWZRUNWRWDOFRVWRISHU
month per employee)
 3ODQ % OLPLWHG QHWZRUN WRWDO FRVW RI  SHU
month per employee)
6FHQDULR,(TXDOSHUFHQWDJHFRQWULEXWLRQVWUDWHJ\
employer contributes 80% regardless of plan design
 3ODQ $   HPSOR\HHV HQUROOHG HPSOR\HU
FRQWULEXWHVSHUHPSOR\HHWRWDOSHU
PRQWKHPSOR\HHVHDFKFRQWULEXWHPRQWK
 3ODQ %   HPSOR\HHV HQUROOHG HPSOR\HU
FRQWULEXWHV  SHU HPSOR\HH WRWDO SHU
PRQWKHPSOR\HHVHDFKFRQWULEXWHPRQWK
 7RWDO HPSOR\HU FRQWULEXWLRQ  PRQWK
6FHQDULR ,, (TXDO GROODU FRQWULEXWLRQ VWUDWHJ\ 
employer contributes an equal dollar amount set at
RIWKHORZHVWFRVWSODQ SHUHPSOR\HHSHU
month)
:LWKRXWDFKDQJHLQSODQFKRLFHE\HPSOR\HHV
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 3ODQ $   HPSOR\HHV HQUROOHG HPSOR\HU
FRQWULEXWHVSHUHPSOR\HHWRWDOSHU
PRQWKHPSOR\HHVHDFKFRQWULEXWHPRQWK

7RWDOHPSOR\HUFRQWULEXWLRQ PRQWKIRUD
WRWDOVDYLQJVRIPRQWK

 )&+3 KDV FRQWLQXHG WR VHHN RXW SURYLGHUV LQ
Massachusetts who have demonstrated their
DELOLW\ WR GHOLYHU KLJK TXDOLW\ FRVWHI¿FLHQW DQG
FRVWHIIHFWLYH FDUH 7KH QHWZRUN QRZ LQFOXGHV
15 provider groups in central and eastern
Massachusetts and the North and South Shores.
%HFDXVH RI WKLV H[SDQVLRQ DSSUR[LPDWHO\ WZR
thirds of this state’s population lives within the
limited network’s service area.

6FHQDULR ,,,  (TXDO GROODU FRQWULEXWLRQ VWUDWHJ\  
same as above but 50% of employees shift from Plan
$WR3ODQ%

0HPEHUVKLSLQWKH)&+3OLPLWHGQHWZRUNSURGXFW
KDVJURZQE\VLQFHDQGQRZLQFOXGHV
more than 50,000 members.

 3ODQ %   HPSOR\HHV HQUROOHG HPSOR\HU
FRQWULEXWHV  SHU HPSOR\HH WRWDO SHU
PRQWKHPSOR\HHVHDFKFRQWULEXWHPRQWK

In this scenario, if 50% of the consumers with Plan
$ PDNH YDOXHEDVHG GHFLVLRQV DQG VKLIW WR 3ODQ
% VDYLQJV WR WKHP RI PRQWK  WKH HPSOR\HU
FRQWULEXWLRQ DVLQ6FHQDULR,, LVUHGXFHGE\
month, but in addition, the total employee contribution
LVUHGXFHGE\PRQWK
BENEFITS
$QQXDOPHGLFDOFRVWVLQ)&+3¶VOLPLWHGQHWZRUN
plan are 15% lower than costs in the expansive
network plan.
 )&+3¶V OLPLWHG QHWZRUN SHUIRUPHG RQ DYHUDJH
1.5% better on four key HEDIS metrics related to
preventive care (breast cancer screening, cervical
cancer screening, HbA1c screening for diabetics,
cholesterol screening for diabetics). Improvements
in quality of care can be extended into improved
productivity (via attendance) in the workplace.
 &XVWRPHU VDWLVIDFWLRQ UHVXOWV DUH FRQVLVWHQW
between FCHP members in the limited network
plan and the expansive network plan. Consumers
are not subject to cost shifting or reduction
LQ EHQH¿WV ZKLFK QHJDWLYHO\ LPSDFW WKHLU
satisfaction.
 &RQVXPHU EHKDYLRU LV GULYHQ E\ FRQWULEXWLRQ
VWUDWHJ\ DQG LQÀXHQFHG E\ HFRQRPLF FRQGLWLRQV
that have lowered the threshold for consumers to
PDNHYDOXHEDVHGGHFLVLRQV

CONCLUSION
Through the Group Insurance Commission, state
employees are offered a robust portfolio of plan
designs, including FCHP’s limited network product.
However, the contribution strategy is legislated.
&RPPHUFLDOLQVXUDQFHFRVWVDUHHVWLPDWHGDW0
RI ZKLFK WKH *,& LQFXUV 0 DQG HPSOR\HHV
FRQWULEXWH 0 8QGHU FHUWDLQ DVVXPSWLRQV
including an equal dollar contribution strategy based
on 100% of the lowest cost plan option that engages
HPSOR\HHV WR ³EX\ GRZQ´ WR WKH QH[W SODQ GHVLJQ
WKH*,&FRQWULEXWLRQFRXOGEHUHGXFHGVLJQL¿FDQWO\
DQHVWLPDWHG0SHU\HDU ZLWKRXWDFKDQJHLQWKH
aggregate cost to employees.
The program should be implemented for municipalities,
state entities (i.e. transportation authority) and the
Group Insurance Commission. As the economic
woes aggregate, more consumers may welcome the
choice of a lower cost plan offering high quality
FDUHDQGEHQH¿WV,WLVLQFXPEHQWXSRQWKHOHDGHUVRI
organizations in Massachusetts to become educated
about the opportunities that limited networks present
for them and their constituencies.
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