
BENEFITS ADVISORY COMMITTEE 
DECEMBER 20, 2012 
 
 [In these minutes:  Accountable Care Organizations (ACO) and Total Cost of Care 
(TCOC), Wellness Assessment Deadline Extended, Flexible Spending Account Debit 
Card] 
 
[These minutes reflect discussion and debate at a meeting of a Human Resources 
committee; none of the comments, conclusions, or actions reported in these minutes 
represent the view of, nor are they binding on Human Resources, the Administration, or 
the Board of Regents.] 
 
PRESENT:  Tina Falkner (chair), Pam Enrici, William Roberts, Tatyana Shamliyan, Dale 
Swanson, Jody Ebert, Sara Parcells, Jennifer Schultz, Sandi Sherman, Nancy Fulton, 
Susann Jackson, Karen Lovro, Carl Anderson, Amos Deinard, Richard McGehee, 
Theodor Litman, Rodney Loper, Dann Chapman  
  
REGRETS:  Jacqlyn Price, Joseph Jameson, Roger Feldman, Judith Garrard, Fred 
Morrison 
 
ABSENT:  Kathryn Brown, Aaron Friedman, Keith Dunder 
 
OTHERS ATTENDING:  Karen Chapin, Dan Fisher, Patti Franklin, Betty Gilchrist, 
Shirley Kuehn, Kathy Pouliot, Jackie Singer 
 
GUESTS:  
Medica representatives:  Angela Eberhardt, senior director, Alternative Contracting & 
Initiation; John Naylor, senior vice president, Commercial Markets; and Judy Reger, 
senior strategic account executive 
 
Dr. Frank Cerra 
 
I).  Tina Falkner called the meeting to order and welcomed all those present. 
 
II).  Ms. Falkner welcomed Dr. Frank Cerra who was invited to provide information 
about Accountable Care Organizations (ACO) and Total Cost of Care (TCOC).  To 
supplement his presentation he distributed two reports:  How to Create Accountable Care 
Organizations by Harold D. Miller 
(http://www.chqpr.org/downloads/HowtoCreateAccountableCareOrganizationsExecutive
Summary.pdf) and High-Functioning Integrated Health Systems: Governing a “Learning 
Organization” by Dr. Zismer and Dr. Cerra for the Governance Institute 
(http://www.governanceinstitute.com/ResearchPublications/ResourceLibrary/tabid/185/C
ategoryID/1/List/1/Level/a/ProductID/1296/Default.aspx?txtSearch=*&SortField=DateC
reated+DESC%2CDateCreated+DESC&ProductName=+&Free1=*zismer*).   He also 
noted that the November 2012 Health Affairs journal (Volume 31, Issue 11 - 
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http://content.healthaffairs.org/content/31/11.toc) devotes a significant portion of the 
issue to ACOs and may be of interest to some members. 
 
Dr. Cerra reported that based on the most recent statistics, 10% of the U.S. population (30 
million people) are receiving care under some form of value-based reimbursement, and a 
leader in this field is Medica.  ACOs are rapidly being created as are the metrics by which 
to measure their outcomes, e.g., single metrics, global outcome scores.  Preliminary 
results are showing favorable trends as it relates to ACOs. 
 
Understanding ACOs, stated Dr. Cerra, can be very simple, but also quite complex.  The 
reformation of the care delivery system (also referred to as the process of care) is focused 
on about 20% - 25% of the cost of health care.  Most of the social determinants of health 
are not found throughout the care delivery system.  With that said, taking into account the 
billions of dollars that are spent on health care, 20% - 25% is a lot of money.   
 
The ACO mantra that the health care system wants to achieve is the Triple Aim 
(http://content.healthaffairs.org/content/27/3/759.full), a framework developed by the 
Institute for Healthcare Improvement for optimizing health system performance: 

• Improving the patient care experience (includes quality and satisfaction). 
• Improving the health of populations. 
• Reducing the cost of health care. 

Metrics for each of these are under development, and will ultimately hold health care 
systems accountable as integration of systems and payment reform occurs.  In Minnesota, 
for example, 25% -30% of contracts are no longer fee-for-service based.   
 
A challenge related to this movement is that the health professional community 
(physicians, nurses, pharmacists, etc.) knows very little about population health and 
population science, and frequently confuses it with public health, which is very different.  
There is a movement underway to reconnect public health with provider health 
professional schools.  The health professional schools need to be teaching what takes 
place in the practice, and the education and practice must align in order to fulfill the 
Triple Aim.  Dr. Cerra announced that in September 2012, the Department of Health and 
Human Services announced that the University of Minnesota had been selected to lead 
the National Center for Interprofessional Practice and Education.  The center will be a 
public-private partnership that will work to transform health care by identifying ways to 
improve health, enhance patient care and control costs through integrating 
interprofessional practice and education.  There are big implications for health 
professional education and training schools as the Affordable Care Act (ACA) is 
implemented and the health care system reforms itself. 
 
The core of an ACO, stated Dr. Cerra, is primary care, and primary care delivery models 
are currently undergoing significant transformation.  The Center for Medicare Innovation, 
for example, has 109 new models of care with payment systems under experimentation. 
 
“Scope of practice” will be a hot topic of discussion next year at the legislature.  The 
question before the legislature will be whether nurse clinicians should be allowed to 
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practice independently from physicians, and, if so, under what scope of practice?  The 
current model of primary care will continue to evolve as the ACA rolls out, and payment 
systems and care delivery systems change.  The role of nurse clinicians will ultimately 
change the outcomes of primary care practices.  The ACO model is an outcome driven 
process versus an encounter driven process, and health care systems will become more 
and more responsible and accountable for a defined population of people.  They will be 
responsible for the health of a particular community as well as the prevention and 
management of disease within that community.  There will be a shift away from acute 
care to prevention and patients will be involved/engaged in their own care.  The existing 
health care model is ill equipped to deal with these impending changes. 
 
ACOs are basically collections of health homes that can add other services.  Because 
there is no single definition of an ACO, providers across the country differ dramatically.  
Four levels of ACOs are being considered: 

• Level 1:  Primary care practices. 
• Level 2:  Primary care practices and specialists. 
• Level 3:  Primary care practices, specialists and hospitals. 
• Level 4:  Healthcare providers, public health agencies and social service 

organizations. 
 
Traditional governance, noted Dr. Cerra, of existing not-for-profit health systems will no 
longer work.  The issues are too big and there will need to be more of a skill-based 
operations board that has a very different relationship with management.  Governance 
and management will need to be engaged in very different ways than they have been.   
 
Dr. Cerra noted that with respect to ACOs there will be major shifts for providers who 
will no longer be able to freely compete in the health marketplace but will compete via 
the entity that employs them, or with which they are tied via contract.  In addition, 
providers will not be free to affiliate at will with other hospitals.  One of the logical 
outcomes of integrating health systems and responsibility for populations of people is that 
the population will receive birth to death care in that system.  There will also be shifts in 
referral patterns, how services are paid for, etc.  Dr. Cerra stated that providers who are 
employed by a health care system or bound by contract are exposed to the same or similar 
legal regulatory and marketplace environments that the health care system is involved in.  
This is a very different type of practice from what currently exists. 
 
Next, Dr. Cerra spent a few minutes talking again about interprofessional education as it 
relates to health care in general and ACOs.  He noted that health professional schools 
across the country have never taught anything about the process of care.  Process of care 
is not part of the curriculum and this needs to change.  To reiterate an earlier comment, 
Dr. Cerra stated that there will be significant implications for health professional 
education and training schools as the ACA is implemented and the health care system 
reforms itself. 
 
Dr. Cerra went on to talk about how these changes will affect UPlan member’s benefits.  
It will affect, for example, plan design in terms of what is and is not paid for, health care-



related incentives, etc.  The Benefits Advisory Committee will need to think about all 
these types of issues as discussions take place around redesigning the University’s health 
plan.  How much will/should the University move toward offering a defined-benefit 
plan?  He encouraged members to keep abreast of what is happening in the health care 
arena in order to be prepared to have informed discussions.  Employers and employees 
will need to work together as a single unit when it comes to health care. 
 
Dr. Cerra concluded his presentation with information about health informatics.  The goal 
of health informatics is to have consolidated databases that allow researchers to do 
effectiveness research (comparative effectiveness), which is different from quality 
improvement research.  Care delivery systems will be evaluated in order to determine 
which systems have better outcomes.  Using effectiveness research data will be the only 
way to get into rapid cycle change, which will be needed to mold the system moving 
forward.  Currently, the cycle of change takes 14 – 17 years.  Effectiveness research is a 
powerful tool but needs to be used with caution because there is potential for misuse.  
There is a lot of work going on in the health system community, the economic 
community and the biostatistics community to make this work.  The market profitability 
of certain aspects in the marketplace will have to change. 
 
Dr. Cerra solicited members’ questions and comments, which included but were not 
limited to: 

• Is it true that the expected health care reform savings will be siphoned off of 
hospital profits and that hospitals will have the biggest potential for loss of 
income?  Dr. Cerra stated that this is an issue for hospitals.  He added that in his 
opinion, the system that figures out how to do disease prevention will survive and 
do well and those that do not will not do well.  Profit remains in the acute care 
system.  Under ACA, there will be more cost in the system because there will be 
more people in the system.  Total cost will be an issue, but if the per member per 
month cost declines that will be a big step in the right direction. 

• Please comment on the European system.  Is any research being done to see what 
aspects of the various European models are better than others?  Yes, stated Dr. 
Cerra, this research is being done.  The American society is in the middle of a 
grand experiment.  When the ACA was passed, a decision was made to not have a 
single payer system, but rather to let the market improve quality and control costs.  
Many of the foreign systems are single-payer systems, but the U.S. is not ready 
for that type of model yet.  The question is will the marketplace actually make this 
happen.  The self-insured community has not weighed in on this.  Currently, 
approximately 60% of the State of Minnesota’s employers are self-insured.  The 
next big unknown is the insurance exchanges. 

• The Netherlands and Switzerland have moved to a private health insurance model 
that are not single payer systems, but have capitated payments to hospitals.  Dr. 
Cerra agreed with this statement and noted that this was done in these countries to 
satisfy the needs of a segment of the population who were dissatisfied with the 
single-payer system for a variety of reasons.  The German system is one of the 
most studied systems, stated Dr. Cerra, with about 10% private insurance, and no 
capitation. The private sector fee for service model in Germany is going bankrupt.   



• To save money, will some of the services currently provided in hospitals be done 
elsewhere?  What savings would come from doing this?  Dr. Cerra stated that 
reducing hospital readmissions would save money as would keeping people out of 
the hospital altogether by having good prevention and out of hospital management 
of a person’s care.  The U.S’s critical care system was the first to effectively 
demonstrate the added value of interdisciplinary team care, which also saves 
money and improves outcomes.  In 25 years of practice, stated Dr. Cerra, 
hospitals have progressively become intensive care units.  If the health care 
systems are going to be expected to finance the out of hospital portion of care in 
the system, they will need capital to do it.  This is a very complicated model and 
process.  

• How will the workforce provisions in the ACA work with 30 million more 
Americans having coverage?  I DIDN’T UNDERSTAND THE ANSWER 

• Please speak to the interaction between primary and specialty care under ACA.  
Dr. Cerra stated that the core of health care reform is primary care, e.g., new 
models of primary care delivery, new payment systems.  In Dr.Cerra’s opinion, a 
significant portion of what a primary care doctor does can be done by a well-
trained nurse clinician.  To achieve this benefit, the right roles, responsibilities 
and relationships in the care teams will need to be figured out.  Regarding 
specialists, there will always be a need for specialists.  For example, Mayo Clinic 
seems to be positioning itself to be an ACO that is primarily comprised of 
specialists and sub-specialists.  Their challenge will likely be quality and cost of 
care with an emphasis on cost of care.  In competition with this type of ACO, in 
Dr. Cerra’s opinion, the international community (not including the medical 
tourism industry) will offer patients full episode of care at a fraction of the cost.  
The international community will become a competitive market.  Mr. Naylor 
senior vice president, Commercial Markets – Medica, added that regarding 
specialists, they are in the process of retooling how they operate and working to 
align themselves with high quality, cost effective primary care practices in an 
effort to control total cost of care.  Dr. Cerra agreed and stated that depending on 
the speed with which the responsibility for total cost of care goes to the primary 
care doctors and not the specialists will factor into this equation. 

• The mouth is part of the body.  What about the dental portion of ACOs?  Dr. 
Cerra stated they will be one of the provider groups irrespective of what Medicare 
might think.  Dr. Cerra agreed that oral health is very important. 

• The cost of medical and dental education needs to be taken into consideration as 
the ACA is rolled out.  Salaries for medical professionals will be different, which 
could have an impact on the careers that people choose.  Dr. Cerra stated that the 
continuum of education has to be tied to a financial model that works, and it can’t 
be just the University of Minnesota, for example, that deals with this issue.  The 
health systems have a role in this as well.  He added that as the community and 
health professional schools are pulled together, faculty controlling and owning 
their content and pedagogy will likely change.  The educational model also cannot 
change without longitudinally changing what happens when students train in 
hospitals and clinics.  This is a complex issue.   

 



Ms. Falkner thanked Dr. Cerra for his time.  She then welcomed the Medica guests - 
Angela Eberhardt, senior director, Alternative Contracting & Initiation; John Naylor, 
senior vice president, Commercial Markets; and Judy Reger, senior strategic account 
executive.  Medica began by distributing a PowerPoint to supplement their presentation.  
Mr. Naylor began by noting that as Dr. Cerra mentioned Medica is a leader in ACO 
creation. 
 
Mr. Naylor then provided information about Medica’s ACO experience thus far and how 
they work.  ACOs are about cost and quality.  Unlike the old capitation model, health 
systems are being held accountable for the care of a patient population.  A new dynamic 
is being created around the provider, care system, member and employer relationship in 
order to transform care so it is a win-win situation for all parties involved.  ACOs are 
healthcare organizations that provide coordinated care to a defined population and it is 
accountable for cost, quality, outcomes and the consumer experience.  Medica is working 
with care systems on programs and solutions to keep people healthy and educated.  Under 
an ACO model, a care system is ultimately accountable for its patient population.  Ms. 
Eberhardt explained the distinction between a Total Cost of Care (TCOC) model and an 
ACO.  Under the TCOC model, patients need to consume health care before they can be 
assigned to a health system versus an ACO model that holds providers accountable for a 
defined population.  In an ACO, a patient does not need to consume health care to be part 
of the model.  Patients choose to participate in an ACO (positive enrollment) and then the 
care system is incented as part of their contract to keep their patients healthy.   
 
The care systems, stated Mr. Naylor, have been eager to participate in an ACO model, in 
part, because they see the issues about needing to improve cost and quality.  Medica is 
providing its ACOs with data analytics to show the care systems the variation for 
episodes of care so they can work on reducing their variation.  The care systems look to 
Medica for the broad range of data it is able to provide them. 
 
Medica’s focus, stated Mr. Naylor, is on the consumer so that patients get the best care on 
a cost-effective basis.  The ACOs are customizing the services they offer patients and 
Medica is working with them to define their services based on their strengths and what 
they believe is important to consumers.  The consumer experience is enhanced under the 
ACO model.  In addition, from an employer’s perspective, because employees are getting 
more cost-effective care, they have more healthy/productive employees.  Under the ACO 
model, the care systems are ultimately accountable for a defined population, and they 
understand that they will be reimbursed for delivering high quality care on a cost-
effective basis.  Ms. Eberhardt added that the care systems are not just focused on 
creating a unique experience for sick patients, but for taking a whole person approach for 
sick and healthy patients alike. 
 
In response to a question about which employers are offering ACO options, Mr. Naylor 
explained that ACOs are a mechanism for employers to be able to fund health care 
choices for employees.  Medica’s experience with ACOs has been that 40% - 60% of 
employees who are given a choice of participating in an ACO are electing to do so versus 
paying more for an open access plan.  The care systems are happy that the consumers are 



making the decision to get their care through a single system.  Medica has created an 
integrated service model (Medica and care system staff working together) for each of its 
ACOs so patients are able to call one phone number where they can schedule an 
appointment, get a claim question answered, etc.  Again, the emphasis is on the consumer 
experience.  Medica offers ACO products through four care systems.  
 
Ms. Sherman stated that she does not understand the difference between an ACO and 
what the University currently offers.  Mr. Naylor stated that the care systems in the UPlan 
are currently not doing outreach, and are only getting reimbursed if a patient goes to the 
doctor.  Choosing an ACO would mean a lower cost of care, and better care and 
experience for the patient because the care system would be proactively managing the 
patient’s health. 
 
Ms. Sherman asked whether the University will offer an ACO.  Mr. Chapman stated that 
these discussions are taking place as part of the strategic planning work that is being done 
in terms of next steps for the UPlan.  Aspects of these strategic discussions will be 
brought back to the BAC for consultation/consideration in the spring.  Given the 
uncertainty and open-ended nature of the ACA, every effort is being made to keep all 
options on the table.  The Administrative Working Group (AWG) is in the process of 
narrowing down reasonable choices that would be manageable for the University, 
acceptable to the administration, and workable for UPlan members.  Conceptually, an 
ACO option is not radically different from what the University currently offers.  The base 
plan focuses on two networks, Fairview and Allina.  Employees who want broader choice 
need to buy up to a broader network option.  “Choice” has been a core value and driver at 
the University, and the University will need to think about what “choice” for UPlan 
members means going forward.   
 
Ms. Enrici stated that the ACO concept sounds good in a larger market like the Twin 
Cities, but how would such an option work in Outstate Minnesota.  Mr. Naylor noted that 
Medica is in conversations with some of the smaller care systems in non-metro areas 
about the ACO concept and these care systems are expressing an interest in participating.  
A broader evolution of this model is also occurring nationally.  Medica, stated Mr. 
Naylor, from a strategic standpoint, is choosing not to make every care system an ACO 
for competitive reasons.  From a care system perspective, if all care systems were an 
ACO they would be cannibalizing their own revenue base to lower fees, etc.  Mr. Naylor 
reiterated that Medica is looking at non-metro ACO options. 
 
Ms. Ebert asked about the availability of specialists in an ACO that patients could get 
appointments with in a reasonable timeframe.  Ms. Eberhardt stated that Medica works 
with its ACOs on the development of their networks, and continually monitors the kinds 
and numbers of specialists in the networks to make sure they are as comprehensive as 
possible in order to minimize out-of-network referrals.  Mr. Anderson from Boynton 
Health Service stated that there will need to be discussions about the most cost effective 
access to specialists because gatekeeping has proven not be the most cost effective 
methodology.  Access to specialists is can sometimes be the most cost effective approach.  
As the ACO model evolves, stated Mr. Chapman, he believes it will address these kinds 



of issues.  Ms. Ebert cautioned about the University being one of the first employers to 
offer an ACO option, and suggested waiting until the bugs are worked out of the system.  
Mr. Naylor stated as of January 1, 2013, Medica is anticipating that it will have over 
1,000 members enrolled in care system specific solutions.  Medica is adding new 
employers everyday on to this platform.  Ms. Sherman stated that 1,000 members is not 
many.  Actually, stated Mr. Naylor, 1,000 members for this market is an amazing start for 
a new product. 
 
Professor McGehee asked Medica if it plans to own its ACOs.  Ms. Eberhardt stated that 
Medica does not plan to own its ACOs.  She explained that the value that a health plan 
like Medica brings to an ACO is the infrastructure that the care system would have to 
build, e.g., claims platform, medical management.  Overall, Medica is jointly accountable 
for the profit and loss of the ACO and they share in the risk as well.  ACOs were created 
to give employers more options for their employees.  Medica has no interest in promoting 
one of its ACOs over another, but instead is working to provide employers with a product 
that will give their employees more choice along with higher quality of care, better 
experience and outcomes.  Mr. Naylor stated there could come a point in time when care 
systems decide to build their own infrastructure/capabilities that Medica currently 
provides.  Medica’s Commerical Markets division mission is to provide affordable access 
to employers and their members across all the care systems.  Medica’s goal is not to buy 
or align with one care system, but to provide employers and their employees with access 
to all care systems. 
 
Ms. Chapin asked about the TCOC contracts that are in the UPlan program now versus 
those in the ACOs.  Ms. Eberhardt stated that Medica has TCOC contracts with all the 
health systems in the metro area and are looking to expand them to the Duluth area and 
the Dakotas.  She then provided detailed TCOC information that Medica provides each of 
the care systems.  Medica works closely with the care systems to help them be successful 
and achieve the goals and targets that are in their contracts.  Everything that Medica 
learned related to TCOC over the past four years is being applied to the ACOs. 
 
Ms. Falkner thanked the representatives from Medica for an informative discussion.   
 
III).  Employee Benefits’ announcements: 

• Ms. Chapin encouraged members to remind their co-workers to take the Wellness 
Assessment.  The deadline for the assessment has been extended to February 28, 
2013.  Mr. Chapman added that employees are permitted to take the assessment 
during work hours. 

• Ms. Pouliot reported that UPlan members will be receiving their Flexible 
Spending Account debit cards in the mail soon, and to keep an eye out for them. 

 
IV).  Hearing no further business, Ms. Falkner adjourned the meeting. 
 
        Renee Dempsey 
        University Senate 
 


