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PREAMBLE

The purpose of this blueprint is to provide employers and their benefits consultants or 
third-party administrators with an introduction and comprehensive guide to a new way of 
designing and deploying commercial health care benefits. Policy makers and health systems 
leaders also may find this blueprint helpful, since it can apply to all non-Medicare or Medicaid 
eligible consumers—Americans covered by their employer’s health insurance or by individual 
policies—many of which are being financially harmed by the increasing cost of coverage. 

Our research and work, funded by a grant from the Robert Wood Johnson Foundation, 
helped us develop a model in which those who most benefit from health insurance—people 
with one or more chronic or acute conditions or people with expected elective procedures—
would potentially receive the greatest benefit.

The model is built on something we call a “referenced benefit”—an allowance—for any 
number of conditions or health events that a plan member may have, and above which sit 
the deductible and co-insurance. The plan member who selects network providers that 
have accepted financial risk (for example through a bundled payment) could potentially 
avoid all out-of-pocket expenses. We call this model the Medical Episode Spending 
Allowance (MESA) plan.

This blueprint contains a number of specifications:

1. The legal and regulatory requirements needed to ensure that the MESA benefits plan would 
be compliant with current regulations

2. The legal and administrative structure through which the model could be adopted by self-
insured employers throughout the United States

3. The actuarial analyses that support the potential for the MESA Plan to offer an actuarial 
value similar to that of existing high deductible health plans and still carry the prospect for 
significant savings over time

4. The operational framework required to build the administrative functions of the health plan

A decade ago we published a similar blueprint that introduced a new way of paying for 
medical care. We called it the PROMETHEUS Payment® model. That model helped inform 
the payment reform approaches that people today call bundled payments. Most payment 
reform approaches that use bundled payment models, whether in the public or private 
sectors, start from the PROMETHEUS blueprint. Our hope is that the MESA Health Benefits 
Plan blueprint will similarly inspire many to reimagine health benefits for the better.
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Then, as now, we introduced a new nomenclature to better convey the essential concepts 
embedded in the new model. The MESA nomenclature includes:

• MESA—Medical Episode Spending Allowance—As its name suggests, a MESA has a plateau 
which is the ceiling of the allowance that is calculated for a specific medical episode of care. 
Once that ceiling is exceeded, cost-sharing may kick in.

• MESA Health Benefits Plan—This is the name of our proposed health benefits plan and, as 
more fully explained in Section 1, it includes three components: a base group health plan, a 
MESA medical episode benefits structure, and a MESA wellness plan.

• MESA Network—The sub-network within the broader network included in the base group 
health plan that has agreed to upside and downside risk in alternative payment models for 
specific medical episodes.

• MESA Benefits Structure—The portion of the MESA Health Benefits Plan that is triggered 
when a plan member has a medical event that triggers a MESA.

• MESA Wellness Plan—This is the wrap-around wellness plan that is available to all enrolled in 
the MESA Health Benefits Plan and that creates specific rewards for those who comply with 
its terms.

• MyMESA—The plan member engagement and transparency tool that helps maximize the 
benefits that can be derived from enrolling in the MESA Health Benefits Plan.

There are, of course, many questions that cannot be answered in this blueprint and that won’t 
be answered until the MESA Health Benefits Plan is piloted. For example, how individual 
insured will react to the new choices, whether providers will better collaborate with their 
patients, how the delivery system may react to more engaged consumers, or if consumer 
activation will even increase as a result of the model. 

It should, however, answer a sufficient number of critical questions that reduce the inherent 
risk of trying something new and potentially disruptive.

We welcome your thoughts and comments1 on this approach as we turn to the next phase of 
this work: its implementation in the field. We hope you’ll join us on this journey to make health 
benefits work a lot better for all the hard-working women and men of this country. 

1 Send comments to francois.debrantes@altarum.org 
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HOW MESA WORKS
MEDICAL EPISODE SPENDING ALLOWANCE: MOVING FROM REFERENCE PRICING 
TO REFERENCE BENEFITS

As many observed when high-deductible health plans (HDHP) were originally proposed: 
they’re great if you’re healthy, but not if you need care. That’s because the plan member gets 
hit, indiscriminately, with mounting out-of-pocket expenses. First dollar coverage became 
post-deductible coverage. 

While these high deductible plans helped spark an era of health plan consumerism, they did 
not direct their incentives on the right target. Instead, the choice architecture of traditional 
HDHPs places all health services expenses (besides preventive care) on the shoulders of 
the plan member, up to the out-of-pocket maximum. For example, a plan member trying 
to manage multiple chronic conditions has an incentive to not get necessary care because 
she doesn’t want to spend the money unless absolutely necessary. She also has an incentive 
to not be concerned about cost once she has exceeded the deductible. However, studies 
have shown that when the choice architecture is changed to “reference pricing,2” the aim of 
consumerism is more on target.3  

Our blueprint builds on the concept of reference pricing and extends it to a “referenced 
benefit”—a Medical Episode Spending Allowance (MESA). A MESA is a clinically nuanced pre-
deductible allowance that is structured to encompass entire episodes of care, from start to 
finish, all component services included. It is a reference benefit model in a new and dynamic 
medical marketplace, which, as appendix A explains more fully, is something the current 
HDHP framework renders virtually impossible.

Let’s take a quick initial look at how this plays out for an individual who needs an elective 
surgery. Further, we’ll explore how it will work for a person with multiple chronic conditions.

2 For a description of health benefits plan terms, see: https://www.catalyze.org/wp-content/uploads/2017/04/2016-A-Typolo-
gy-of-Benefit-Designs.pdf 
3 Reference Pricing Changes The ‘Choice Architecture’ of Health Care For Consumers, James C. Robinson, Timothy T. Brown and 
Christopher Whaley, Health Affairs 36, no.3 (2017):524-530. 



INTRODUCING THE MESA BLUEPRINT  •  A Medical Episode Spending Allowances Benefit Model

6

PROCEDURAL MESA EXAMPLE: JOHN JACKSON, TOTAL KNEE REPLACEMENT (TKR)

John Jackson, age 55, has been suffering from osteoarthritis in his knee for several years, and 
has been finding simple daily activities harder with each day. During enrollment period last 
year, John’s employer offered the MESA Health Benefits Plan (MESA Plan). Suspecting he 
might need a knee surgery, John enrolled in the program. 

Since then, John has been actively engaged with his MyMESA tool, filling out his Personal 
Health Record, creating a Better Health Plan with his family doctor, and passing the plan 
fulfillment tests that enable him to fully understand his MESA Plan benefits and how they 
work. He has already received his first quarterly Wellness Report, which tells him he is in full 
compliance with his better Health Plan, meeting his goals, and well on the way to receiving his 
year-end wellness reward.

As time passes, and a more conservative approach to treatment fails to yield results, 
John’s family doctor recommends that he see an orthopedic specialist about total knee 
replacement (TKR) surgery. Under a normal plan, John would likely go to whomever his family 
doctor referred. Instead, John does a little research on MyMesa about orthopedic groups in 
Manchester, New Hampshire, and the surrounding areas, and to learn about the procedure 
itself. Here’s what John discovers during his research:

• Within 25 miles of his home, there are three orthopedic surgeons belonging to groups that 
have contracted for TKR and two that haven’t (they continue to be paid fee-for-service in 
the group health plan’s broader network). 

• His pre-deductible MESA allowance for TKR is $24,000. 

• The contracted prices with MESA Network and broader network providers can either cause 
him to save or potentially “lose” money (e.g. John will pay costs above $24,000 up to his 
deductible and out-of-pocket max). 

• All of the surgeons have quality grades and if he wants to find out more about how they are 
graded, he can drill further into the MyMESA tool for detailed information about the TKR 
procedure and how quality measures are factored in for TKR. 

John Jackson
Age 55
Manchester, NH
Spending Allowance  
for Knee Replacement  
Procedure: $24,000
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As this example illustrates, the MESA Health Benefits Plan (MESA Plan) builds upon the 
concept of reference pricing by creating a reference price for an entire episode of care, 
not just for individual medications, lab tests or even hospital stays. It goes further by giving 
consumers both the means and the incentive to find high-quality providers who offer a 
price that is either equal to or below the dollar value of the episode of care. The consumer 
covers any costs of care, up to the deductible, that exceed the MESA allowance.

In essence, the MESA Plan is a clinically nuanced reference benefit model wrapped in a 
comprehensive group health benefits plan. The benefit is allocated by the consumer who 
can choose providers based on price and quality through the My MESA transparency tool. 
This encourages healthy competition on price and quality among providers. Because of its 
structure, putting the deductible at the top, rather than the bottom, it benefits those who 
need and use health care more than the average. 

As depicted in Figure 1, the MESA Plan has three components: a base group health plan 
deployed on a large network of providers contracted mostly fee-for-service; a MESA 
benefits structure tied to a MESA network of providers with two-sided risk contracts; and a 
MESA wellness program.  

FIGURE 1: THE THREE COMPONENTS OF THE MESA PLAN

MESA Group Plan 
Network and Benefits

MESA Wellness 
Program

MESA Network and 
Benefit Structure
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Employees in the MESA Plan are still subjected to deductibles, co-insurance and co-pays, but 
the point at which these out-of-pocket expenses are required will vary based on the choices 
made by each covered plan member at any point in time during the benefits year.

• Opt-In Phase (Base Preventive Care and Wellness Program): At the yearly open enrollment 
period, employees elect to opt into the MESA Plan. At the beginning of the plan year, they 
automatically receive a preventive care MESA that covers all recommended preventive and 
wellness services. If they take advantage of the preventive MESA according to the terms of 
the plan, and developed in partnership with their primary care physician—routine checkups, 
weight-loss programs, filling out a Personal Health Record—they qualify for a year-end 
wellness reward under the MESA Wellness Program. Importantly, these are person-centered 
wellness plans.

• Treatment Phase: When a specific medical need arises—whether a disease state or the need 
for a specific procedure—a treatment MESA triggers that covers all of the needed care for 
that medical event during a defined time period. The expense for that triggered treatment 
then becomes the plan member’s defined and prospectively set allowance. The member 
can use that allowance either with the broader network of providers, or with MESA network 
providers. In the latter case, the member can potentially waive all deductible and co-
insurance obligations. Importantly, the MESA is the equivalent of predeductible coverage 
that provides Secondary Preventive Care—precisely where high deductible plans fail for 
chronic and procedural care.

• Concurrent Phase: Furthermore, if the plan member makes a good faith effort to comply 
with the MESA network provider’s care plan, the member is then eligible for a wellness 
reward that may be as much as 30% of the employee / employer yearly plan contribution.

 
FIGURE 2: TYING THE BENEFITS TOGETHER

MESA HEALTH BENEFITS PLAN

1. OPT-IN PHASE  
(Prevention and  

Routine Sick Care)

2. TREATMENT PHASE 
(MESA Episode)

3. CONCURRENT PHASE 
(Treatment Compliance and Follow-up Care)

WELLNESS PROGRAM REWARDS

1. REQUIRED 
PARTICIPATORY

2. GOVERNED BY THE MESA

3. HEALTH CONTINGENT

Q1  
WELLNESS PROGRAM 

REPORT

Q2  
WELLNESS PROGRAM 

REPORT

Q3  
WELLNESS PROGRAM 

REPORT

Q4  
WELLNESS PROGRAM 

REPORT

As with any other plan, the MESA Plan is explained by Human Resources departments 
during the open enrollment period, which for most employers occurs in the fall, with 
coverage beginning January 1st of the next year. We will use that general timing format, 
rendering a “year-in-the-life” of a member’s experience in this new type of plan, and refer 
to Figure 2 as a guide. 
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Because the core of the MESA Plan is a traditional group health plan (which as we explain in 
Section 4 on Trust-Based Plans, can be any type of plan, including a general high deductible 
plan, PPO or POS plan), that core is explained in terms of deductibles, co-pays, co-insurance, 
essential benefits, and other aspects of a traditional plan. Employees that only use the core 
group health plan could be subject to out-of-pocket expenses that are similar to a basic high-
deductible health plan. However, employees that opt into the MESA Benefits Structure could 
experience significantly lower, or zero out-of-pocket expenses, even if they have serious 
illnesses or need a major procedure.

THE OPT-IN PHASE

In the Opt-In Phase, employees must activate their Preventive Care MESA and MESA 
Wellness Program by setting up their personal account in the MESA engagement tool 
(“MyMESA”). In addition to the ACA mandated preventive care services, which all forms of 
health insurance are mandated to cover, the Preventive Care MESA includes an allowance 
for routine sick care. For most plans the amount for routine sick care is about $375; anything 
spent over that amount would be subject to the plan deductible.4  

There is nothing passive about the MESA benefits structure; it requires attentive engagement 
throughout the plan year. MyMESA is really an educational pathway that helps employees 
understand how the MESA Plan works. As such, the participating employees will be asked to 
fill out Personal Health Records and share those records with their primary care physicians, 
and take some basic training on how the plan works so they can optimize its benefits, 
including the MESA Wellness Program rewards.

During the Opt-In Phase, members are required to select a primary care provider (if they 
don’t already have one), and depending on their age and health status, create a Better Health 
Plan in MyMESA to build health goals for themselves, which if met (such as weight loss or 
smoking cessation), qualifies them for the year-end MESA Wellness Program rewards. As 
Figure 2 shows, a personalized Quarterly Report will be generated on progress. But here’s 
where the MESA Wellness Program may differ from others: the Better Health Plan must be 
shared with and signed off by a primary care physician, who makes the attestation that yearly 
goals have been met. If so, the employee gets the MESA Wellness Program reward; if not, the 
employee can try again the next year.

4 Sick care may include services for patients presenting with fever, swallowing difficulties, abdominal pain, nausea, vomiting diarrhea, 
headache etc. that resolve without evolving into any diagnosis that leads to admission or any other episode of care.  It may include 
services for acute eye conditions like allergic or infective conjunctivitis, or general services for weakness, muscle pains, shortness of 
breath, palpitations etc.  Services are often physician office visits, consults, lab tests, radiology and other diagnostic imaging etc. that 
help to diagnose or rule out underlying major or serious illnesses. 
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THE TREATMENT PHASE

The Treatment Phase activates when an employee needs treatment for a serious illness 
like diabetes or cancer, a requires a major procedure, or is expecting to have a baby. The 
Treatment Phase begins in one of three ways: 

• the employee logs into My MESA, and selects the appropriate Treatment MESA, 

• the provider triggers the appropriate Treatment MESA through the MESA operating 
environment (Section 5), or 

• the MESA Health Benefits Plan administrator receives a triggering medical claim. 

At any of these three points, the employee will receive a Medical Episode Spending 
Allowance. Using My MESA, the employee can see the array of the broad network’s providers 
plus any MESA Network providers who have contracted for that episode of care.

CHOOSING A PROVIDER THROUGH THE MESA NETWORK

The employee may go to any of the listed providers, but if she selects a MESA Network provider 
she will have little to no out-of-pocket exposure. In fact, if employees choose MESA Network 
providers who come in under the employee’s MESA budget, they may pocket the difference 
by flowing the savings back into next year’s deductible (lowering it), apply it as an offset to next 
year’s premium contribution, or simply cash it out as taxable income for that year. 

On the other hand, if the member chooses care from other providers, the member may incur 
out-of-pocket costs above the MESA and lose out on some of the MESA Wellness Program 
rewards. Because this is such a central element of the plan, deploying “navigators” and 
engaging the PCP in the selection of other MESA Network providers could lead to greater 
employee satisfaction with the plan.

Moreover, if the employee adheres to the MESA Network provider’s care plan, she qualifies 
for the Wellness Program reward, which is designed to be an additional incentive mechanism 
to reinforce compliant behaviors. In this way, we can see that the Wellness Program is in force 
and with a differential effect at any point in time. The base is designed to keep major health 
events from triggering (except pregnancy); the add-on is designed to encourage more 
faithful compliance to provider care plans when a major health event occurs.

Let’s illustrate how all this works by continuing with John’s example. John’s choices are laid 
out for him as illustrated in Figure 3.
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FIGURE 3: MESA SURGEONS FOR JOHN JACKSON’S TKR

From this screen, John can easily see a variety of doctors that perform the surgery in his area, 
their quality rating, what they charge, and what his out-of-pocket cost (or his savings) would 
be based on whom he chooses. Specifically, he sees the following:

• Dr. Thomas Hayashi has a grade of B+. Because his fee is lower than the MESA allowance, 
John could pocket $2,000 if he chooses him; 

• Dr. Tompkins has a grade of A. Since his fee equals the MESA allowance, John wouldn’t have 
any out-of-pocket costs, nor would he pocket any savings.

• Dr. Mendez has a grade of B. Because his fee is higher than the MESA allowance, John would 
have to pay $1,000 if he choose him. 

• Drs. Lear and Salihovic have high quality grades5  but wide swings in actual costs. This means 
John could have very high out-of-pocket expenses. 

And it is here, from an employer’s point of view, we see the power of setting the deductible 
on top of the MESA. Depending on how powerful an incentive the employer wants to use 
to encourage the use of MESA Network Providers, the deductible triggered above the 
allowance can be $1,000 or several thousand dollars. 

John’s employer has chosen the latter, reasoning that there are three great Centers-of-
Excellence (COE) providers for TKR in Manchester that have agreed to contract for the 
procedure and go at risk for quality care, and his employer does not want to pay for care from 

5 For a review of the proposed methods to determine quality of care, see Appendix C 
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providers who are not willing to stand behind their work. John may go to providers outside 
of the Centers-of-Excellence if he chooses, and it’s possible that the actual cost will stay 
within his MESA budget. But there’s a good chance the final costs will expose him to high 
deductible and co-insurance payments. That’s why leveraging “navigators” and engaging 
PCPs in the selection of other MESA Network providers should lead to greater employee 
satisfaction with the plan.

DRILLING DOWN FOR MORE INFORMATION

The MyMESA tool in Figure 3 allows John to click on Total Knee Replacement so that he can 
drill down into all the events and services that go into the episode of care. In this Blueprint, 
we do not show what the fully developed, consumer-tested graphics will look like, but we 
can show a draft graphic. In Figure 4, John sees a breakdown of the Total Knee Replacement 
episode by time periods, blocks of services and all the components go into the episode. By 
clicking on the segments, he can explore what doctors, nurses and physical rehabilitation 
specialists will be providing and when. For instance, he can click on the red segment and see 
a breakdown of Potentially Avoidable Complications (PAC) like those seen in Figure 5. PAC 
rates and the drivers behind them are vital indicators of quality and John will be able to see 
what they are, and how each of the providers he searches compare.

FIGURE 4: MY MESA TKR DRILL DOWN

Professional Services

Pre-Surgical Period Post-Surgical Period

Discharge, Outpatient Professional
and Rehabilitation Services

Hospitalization

Inpatient Professional
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FIGURE 5: MY MESA TKR PHYSICIAN PAC RATES

Acute Post-Hemorrhagic Anemia
Complications Of Surgical Procedures Or Medical Care
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Having done his consumer shopping in MyMESA, John decides to visit Drs. Hayashi, Tompkins 
and Mendez to find out which one he prefers. He can do this because his Treatment MESA 
budget covers the office visits for MESA Network providers (he would see this in the Pre-
Surgical phase drill-down in Figure 3). 

John decides to have his surgery performed by Dr. Tompkins because he will have no 
out-of-pocket costs, Dr. Tompkins has an excellent quality score, and after meeting Dr. 
Tompkins and becoming familiar with his TKR program, John feels this is his best option, 
and the surgery is scheduled.

THE CONCURRENT PHASE

Following the surgery and rehab work, John’s left knee is repaired and feeling much better 
with improved daily activities. Throughout the entire process John could follow his progress 
on his MyMESA tool, including getting his quarterly wellness reports on the surgery and 
his Better Health Plan. Because he made effective use of his MyMESA tool, met his Better 
Health Plan goals, and worked hard to comply with Dr. Tompkins TKR care plan (especially 
in post-operative rehab), in addition to the fact that John paid no out-of-pocket costs, he 
also receives his Wellness Program reward at the end of the year. This is possible because Dr. 
Tompkins’ care team sends a report to the MESA PLAN administrator on patient compliance 
factors as part of their contractual obligations, as did his family doctor.



INTRODUCING THE MESA BLUEPRINT  •  A Medical Episode Spending Allowances Benefit Model

14

CHRONIC MESA EXAMPLE: MARY WASHINGTON—DIABETES, CORONARY ARTERY 
DISEASE (CAD), HYPERTENSION AND DEPRESSION

Mary Washington, 45, has been trying to manage her chronic illnesses for several years. 
She was diagnosed with Type 2 Adult Onset Diabetes at 40, and two years later with 
Prehypertension and Coronary Artery Disease (CAD). She continues to see her regular 
family doctor, but her conditions are not improving much, and her out-of-pocket expenses 
for medications and specialist visits under her high deductible plan have risen substantially, 
creating an additional strain. Last year, perhaps as a result of all the stress, she was also 
diagnosed with mild depression.

Then she learns her employer is offering a MESA Health Benefit Plan, and Mary decides to 
look into it more closely to determine how she could reduce the increasingly burdensome 
out-of-pocket expenses of her current high deductible health plan. As it happens, the MESA 
Health Benefits Plan brochure includes a side-by-side comparison of a traditional HDHP with 
an activated MESA PLAN for someone that has a similar profile as hers.

Mary Washington
Age 45
Charleston, SC
Spending Allowance for 
Annual Diabetes Care:  
$8,000
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TABLE 1. COMPARISON OF BENEFITS

HIGH DEDUCTIBLE HEALTH PLAN
$2,500/$6,000/20% (Deductible/OOP Max/Co-insurance)

SERVICE  
CATEGORY Cost Deductible Copay/ 

Co-ins. Insurer

DRUGS $2,799 $1,654 $600 $546

DME $609 $304 $61 $243

EMERGENCY 
ROOM $1,950 $48 $381 $1,522

FQHC &  
RURAL HEALTH $477 $236 $48 $193

LABORATORY 
AND X-RAY $137 $92 $9 $35

OUTPATIENT 
HOSPITAL $9,717 $0 $1,943 $7,773

PHYSICIAN $937 $166 $154 $617

TOTAL $16,626 $2,500 $3,196 $10,930

PATIENT PAYS Dollars

DEDUCTIBLES $2,500

COPAYS $600

COINSURANCE $2,596

LIMITS OR 
EXCLUSIONS $0

TOTAL $5,696

EPISODE COST Dollars

TOTAL COST $16,626

INSURER PAYS $10,930

MEMBER PAYS $5,696

MESA HEALTH BENEFIT PLAN

EPISODE Episode 
Allowance Deductible Copay/ 

Co-ins. Insurer

CORONARY 
ARTERY DISEASE $4,500 $  - $  - $4,500

HYPERTENSION $1,800 $  - $  - $1,800

DIABETES $5,000 $  - $  - $5,000

DEPRESSION  
& ANXIETY $1,800 $  - $  - $1,800

TOTAL $13,100 $  - $  - $13,100

PATIENT PAYS Dollars

DEDUCTIBLES $0

COPAYS $0

COINSURANCE $0

LIMITS OR 
EXCLUSIONS $0

TOTAL $0

EPISODE COST Dollars

TOTAL COST $13,100

INSURER PAYS $13,100

MEMBER PAYS $0
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Seeing the potential for eliminating all her out-of-pocket expense, Mary enrolls in the 
MESA Plan for the next year. When her new plan activates, Mary decides to spend some 
time on MyMESA to learn about her chronic conditions and what her options are. Through 
MyMESA, she searches for her diagnoses, selects each, and sees that she has a chronic 
care budget of $8,000. 

She is particularly alarmed that her blood sugar level (HbA1c) remains high, slightly above 8, 
and the feelings of numbness and pressure in her chest. So she looks to see what doctors 
may be participating in the MESA Network, and finds that there are three: Dr. Younger, 
Dr. Kothari and Dr. Carson. She also sees that her regular doctor, Dr. Rison, is not a MESA 
Network provider and that she could continue to be exposed to $4,000 per year in out-
of-pocket expenses if she continues her care with him– and his quality score is lower than 
some of the other physicians. So she uses her MyMESA tool to dig a little deeper into the 
MESA Network doctors’ care management programs, just as John did for TKR shown above, 
and is especially impressed with Dr. Younger’s approach. Using MyMESA, she learns that Dr. 
Younger’s clinic is a nationally recognized Medical Home that features

• A sophisticated EMR Diabetic Registry that has a practice wide diabetic care flow template 
continuously updating key diabetic care metrics such as HbA1c, Lipid profiles, blood 
pressure, weight, foot and eye exams, neuropathy exams, smoking cessation (she doesn’t 
smoke), Influenza and Pneumococcal vaccination status—all vital aspects of managing  
her diabetes;

• A diabetic education class that includes representatives of local pharmacies and a Certified 
Diabetic Educator;

• Free glucometers and support with pharmacy for medication management and injection 
training (if required);

• Nutritional counseling and ongoing support;

• And if her HbA1c gets even worse (above 9), a personal coach to help her manage it.

• More importantly, Doctor Younger’s clinic specializes in patients with diabetes and other 
conditions like heart disease and high blood pressure (each of which she can also zero in on 
and learn about through her MyMESA tool).

But it’s the financial aspect that really captures her attention. In Figure 6, she sees her MESA 
allowance is $8,000. The risk-adjusted contract price of Dr. Younger’s program for patients 
like Mary is $7,000, which means Mary will get back $500 each and every full year she 
remains with him (her employer splits the savings 50/50), plus the possibility of earning her 
full Wellness Program reward (her employer offers $500 per plan year). 

Additionally, Dr. Younger and his clinic partners are so confident in their program due to their 
own record of excellence and the incentives of MESA patients to engage in their care, that 
they have signed a full risk contract to manage patients like Mary. This means that if Mary has 
any emergency services related to her conditions such as an emergency room admit, for say, 
diabetic ketoacidosis or angina, she will have no out-of-pocket costs.6

6 Doctor Younger’s clinic is part of a larger health system that specializes in full risk, population health contracts.
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FIGURE 6: MESA PHYSICIANS FOR MARY’S DIABETES CARE

But this leaves Mary with something of a dilemma. She has been with her existing provider, 
Dr. Rison, for many years. Although she has been generally healthy with no outstanding care 
needs, she and her family like Dr. Rison. Nevertheless, she decides to go ahead and schedule 
a visit with Dr. Younger and his care team (like John, she knows her MESA budget will cover 
this). Following her visit, she speaks with her family about her condition, her visit with Dr. 
Younger, and the fact that his chronic care program is the better choice. They all decide she is 
better off switching doctors to take full advantage of the benefits in the MESA Plan.

Subsequently, Mary begins working with Dr. Younger’s care team where they jointly establish 
a care plan for Mary with goals that she can achieve during the time remaining in the plan 
year. Since it is July, and there are only 5 months remaining in the year, Mary and Dr. Younger 
set these reasonable goals:

• Schedule and complete her diabetes education program with her Certified Educator  
(4 hours at the clinic)

• By year’s end, get her HbA1c level below 7, next year down to 6 or less

• Switch her current diabetes prescription to Invokana, an oral medication that blocks blood 
sugar from kidney reabsorption and helps lower HbA1c levels (but is more expensive than 
her previous generic prescription) and a Phosphodiestase type 5 inhibitor, Ravacio, for her 
Prehypertension, with the goal of getting her blood pressure down from 139/89 to 120/80 
this year, and keep her on her current statin for CAD;

• No prescription for depression for the sole reason that it may not be necessary, her 
depression comes as a result of her health conditions, and with steady improvement, it is 
expected that Mary’s outlook on life will improve.7

7 Because Dr. Younger is not a FFS provider but at full risk, there is no incentive to prescribe a clinically non-indicated medication that 
may have an adverse reaction with her other medications.
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Every month through her MyMESA tool, Mary receives a chronic care engagement update 
that reminds her of these goals and scheduled appointments to make sure she remains 
on track (Figure 7). The My MESA tool updates also tells her how much of the $500 she 
gets back per month, which is $41.67. That amount accumulates over the year, plus, if Dr. 
Younger’s team attests that Mary has been a compliant patient and met her goals, she 
receives her Wellness Reward (where her employer has set that amount at $500). Next year, 
the MESA process starts all over again where Mary can continue to earn the full $500 in 
savings and her additional $500 wellness reward.

FIGURE 7: MESA CHRONIC CARE ENGAGEMENT UPDATES

2017 Diabetes Care Calendar for Mary Washington

February 2017

Office visit to check 
blood pressure, LDL, 
and HgBA1c levels

March 2017

Eye exam

June 2017

Kidney test

September 2017

Office visit to check 
blood pressure, LDL, 
and HgBA1c levels

November 2017

Foot exam

Member Engagement Tool

THE EMPLOYER’S VIEW

Mary’s benefit plan comparison will, to the trained eye of an actuary, benefits consultant 
or employer, cause an eyebrow (or both) to be raised. That’s because it appears clearly 
that under the high deductible plan, the employee pays $5,696 while the employer 
pays $10,930 ($16,626 - $5,696). However, in the MESA PLAN the employer would 
pay $13,100 while the employee pays nothing. The net effect seems to be that the plan 
costs would increase under the MESA Plan. However, as is shown more completely in 
Section 3, the actuarial analyses and comparisons of plan costs indicate that the MESA 
Plan can be made actuarially equivalent to any High Deductible Health Plan. The upshot 
is that the employer, by setting the target MESA budget (as a % of the severity adjusted 
historical plan average) can force actuarial equivalence. More importantly, as is shown 
on Figure 5 of Appendix A, most plan members with one or more chronic conditions 
experience a Potentially Avoidable Complication during the course of the benefit year. 
These acute events amount to tens of thousands of additional dollars of plan expenses 
per plan member, and many more thousands when added up across all plan members 
with those conditions. 
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In the example in this section there are some minor costs of complications (the emergency 
department visits and outpatient hospitalizations). But consider a case in which the plan 
member in the high deductible health plan had a cardiac arrest that was treated by multiple 
stents. The total costs of that complication could well exceed $50,000. Under a HDHP 
the plan would have to absorb the entire cost of that added complication because the plan 
member would have exceeded their OOP maximum. However, under the MESA Plan, if the 
MESA Network provider cares for the patient, the cost of the complication is borne by the 
provider who has accepted downside financial risk.

The purpose of the MESA Plan is to join plan member incentives with provider incentives to 
create as complete an alignment as possible and targeted towards achieving better health 
outcomes for the plan member, and protecting employers from paying for potentially 
avoidable complications (and protecting patients from experiencing them). The full potential 
of the MESA Plan is only realized when plan members are engaged and motivated to seek 
care from MESA Network providers and actively participate in the MESA Wellness Program.

SUMMARY COMMENTS

Although it may sound counterintuitive, we expect the MESA Plan to benefit from adverse 
selection. The consistent pattern over the past few decades has been for managed care 
entrepreneurs, health plans, and benefits consultants to design benefits plans that would 
draw healthy workers into new kinds of plan offerings, leaving sicker workers in plans that 
ultimately became too expensive to sustain. This was most certainly the case with the so-
called “indemnity death spiral” that was caused by HMOs in the 1990s. Today, however, that 
dynamic has played out, and with limited offerings—or just one type of plan offering that 
many employers currently sponsor; i.e., full replacement, high deductible health plans—both 
sick and healthy workers find themselves residing in the same self-insured pools. 

Beneficial adverse selection, like the examples of John and Mary, is the intended purpose 
of the MESA program because absent some mechanism by which sicker workers can be 
attracted into a model that reduces costs through smarter contracting and benefits, entire 
pools will be drawn into indemnity-like death spirals, taking healthy workers down with them 
(at least in terms of ever escalating plan costs or even steeper buy-downs on behalf of hard 
pressed employers). If the object is to limit consumerism within the HDHP deductible and 
HSAs, where mostly healthy people interact, then there should be no expectation that a 
MESA Plan and a regular HDHP would be actuarially any different. 

But if the object is to energize consumerism where sicker people can be intelligently tied to 
proactive providers taking risk on cost and quality, with an eye towards lowering potentially 
avoidable complications, then we should observe, over time, an increasing difference 
favorable to MESA Plans, especially if MESA wellness programs slow down the number 
of workers slipping into chronically worsening disease states. That’s the MESA Blueprint 
proposition: replace bluntness with precision.
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