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DIRECT PRIMARY CARE FORLOCAL

GOVERNMENTS

Helping Union County Save $1.28 Million in Health Care Claims

Local governments across North Carolina, like other
employers, are wrestling with the question of how to pro-
vide quality health care to their employees in a cost-eflec-
tive manner. This is particularly important for local gov-
ernments because those plans are paid for by taxpayers.

One county, Union County, has piloted an innovative
program in an attempt to both lower the cost of providing
health care to its employees and improve the quality of]
and access to, that care. In 2015, Union County expanded
its health benefits to include a Direct Primary Care (DPC)
option for employees.! It is the first county in the state to
offer such a plan, and its experience offers valuable lessons
to other counties.

What is DPC?

Direct primary care (DPC) is a simplified health care
business model that removes insurance companies from
basic primary care. In exchange for a monthly, out-

of-pocket fee, patients have unrestricted access to their
physician and unlimited access to a defined package of
services. In most cases, primary care physicians are avail-
able around the clock, in person, by phone, through text,
and even via Skype. There is no limit to how often patients
can access their doctors or how many services (from with-
in the defined package) can be used. Much like a gym
membership, which allows a person unrestricted access
to whatever equipment and classes they wish as often as
they wish, DPC grants access to whatever primary care
the patient needs. And all of this is done for an average
monthly fee of around $75.%*

DPC has been around for 20 years but has only recent-
ly started to grow significantly in popularity. As of 2014,
over 4,400 doctors in the U.S. had transitioned to direct
primary care delivery. While this represents less than 2
percent of family doctors in the U.S., it is a significant
increase {rom just 146 in 2005.*

As mentioned, one of the main reasons why DPC is

Traditional Plan

Employee pays
the next $750 but
is reimbursed by
employer through
HRA

Employee pays the
first $150 for routine

medical expenses

Employee pays
the next $600 in
major medical
expenses

Because Union County self-
insures, the employer pays
100% of all expenses once the
employee has reached the
$2,000 maximum out of pocket

80/20 co-insurance
$2,000 max out of
pocket

Direct Primary Care

80/20 co-insurance
$2,000 max out of
pocket

Paladina Health

(employer)

Spotlight #483: Direct Primary Care * johnlocke.org

Because Union County self-
insures, the employer pays
100% of all expenses once the
employee has reached the
$2,000 maximum out of pocket
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Perhaps the most obvious difference
that patients have experiencedis
increased access to physicians.

growing is because the health care delivery model removes
msurance companies from the primary care equation.
By dealing directly with patients and filing no insurance
billing whatsoever, DPC practices are able to eliminate 40
to 60 percent of their overhead expenses.” This also {rees
up far more time for doctors to spend with their patients.

DPC in Union County, N.C.

Local governments, like all employers, are concerned
with fulfilling the “quadruple aim,” goals generally agreed
to by the health care industry®:

1. Improve provider engagement

2. Improve overall population health
3. Enhance the patient experience

4. Lower cost of care

This is what motivated Union County Human
Resources Executive Director Mark Watson to consider
whether DPC could be a beneficial addition to the health
care options provided to the county’s employees.

Granted, employers have been combating rising health
care costs by transitioning their workers from compre-
hensive plans to consumer-driven health plans (CDHPs).
These plans come with lower premiums and higher out-
of-pocket cost sharing, and they are paired with either a
tax-preferential health savings account (HSA) or health
reimbursement account (HRA). The idea behind CDHPs
is that when policyholders are responsible for a higher
portion of out-of-pocket medical expenses, they will be
more cost-conscious and shop around for the best value
for health care dollars spent. Twenty-four percent of work-
ers are enrolled in these types of plans.’

Consumer-driven plans don’t come without criticism,
however. For the healthy and high-wage earners, making
the switch may not be so much of a problem. But it can
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impose financial burdens on low-wage workers and for
those who frequent the health care system.

Union County was an early adopter in providing its
employees with a CDHP starting in 2003.* Watson says
that such benefit packages can yield high satisfaction
rates if they are designed and managed properly. Wat-
son and other key players then took an additional step
to optimize the consumer-driven model by bringing in
Paladina Health, a Direct Primary Care provider.

In April 2015, Union County added DPC to the mix,
allowing employees to choose to receive their primary
care services from a DPC primary care physician at a
clinic set up near government offices. After the first year,
results have been promising.

Patients

Perhaps the most obvious difference that patients have
experienced is increased access to physicians. Same-day
appointments are available, and doctors are available
around the clock by phone. Those appointments are
longer, allowing patients and doctors to discuss health
concerns in more detail. While traditional fee-for-service
appointments last seven to 10 minutes, DPC appoint-
ments average 30 to 45 minutes.’

The clinic is located near government offices, making
appointments convenient. And a variety of services are
available on site, including chronic disease management,
fitness and nutritional coaching, vision and hearing screen-
ing, well-child visits, basic splinting and wound care, stitch-
es, skin cyst removal, basic labs, and a variety of immu-
nizations. On average, DPC doctors are able to provide
85 to 90 percent of patients’ health care needs. Patients
are also not subject to co-pays. The membership provid-
ed by Union County covers all of these services without
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Total paid claims in Union
County, N.C. (2015-2016)

Medical Total
Claims Claims

$9M
$8M
$7M
$6M
$5M
$4M
$3M
$2M
$1M

$0

Prescription
Claims

. Consumer-directed health plan

further fees. Under Union County’s traditional insurance
plan, employees are responsible for $750 in out-of-pocket
expenses for routine medical services, but that money now
remains in the pockets of employees who opt for DPC.
For patients, this combination of easy access and no
co-pays removes most barriers to seeing a doctor. This
has been most significant for patients with chronic ill-
nesses. According to data'®!! from Union County:

* 59 percent of DPC members have at least
one chronic illness, while 35 percent are
diagnosed with multiple chronic illnesses.
The most common diseases are high blood
pressure and hyperlipidemia.

e Of the 55 percent of DPC members in
Union County who have moderate to
severe chronic conditions, over 90 percent
are heavily engaged with their health care.
Patients with more than three chronic
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Claims expenses per employee
per month in Union County, N.C.
(2015-2016)
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Medical Prescription Total
Claims Claims Claims

. Direct Primary Care

conditions averaged more than five visits in
one year, while those with more than one
chronic illness averaged over three visits.

* DPC members with more than one chronic
condition cost on average 28 percent less
than those enrolled in Union County’s
traditional insurance plan.

Providers

DPC also looks different from the physician’s perspec-
tive. They see 70 percent fewer patients'>'® than those
in traditional, insurance-based practices — eight to 10
patients per day instead of 25 to 30. This allows doctors
to offer holistic primary care, reducing unnecessary spe-
cialist referrals and restoring the traditional doctor-patient
relationship.

Studies show that in the traditional system of care,
43 percent of physicians spend more than one-third of
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For county governments that have tight budgets
and multiple demands on limited resources, DPC
offers a unique opportunity to save millions of
dollars while maintaining and even improving the
quality of employee health care.

their day on data entry and other administrative tasks.
Other surveys say primary care physicians spend upwards
of 50 percent of a patient’s office visit on the computer.
Moreover, 87 percent of surveyed physicians feel profes-
sional burnout due to these administrative demands.'
Not so with DPC physicians, who can spend their days
practicing medicine rather than shuffling paper. This has
proven attractive and professionally satisfying to these
doctors.

Employers

According to 2015-2016 results, DPC saved Union
County, and the taxpayers who foot the bill, over $1.28
million in health care claims. This calculation is based
on a comparison of the average-per-employee per-month
(PEPM) cost of both medical and prescription claims
incurred by employees who subscribe only to Union Coun-
ty’s consumer-driven health plan versus those who use
DPC. The previous table illustrates that the $1.28 million
represents an average PEPM savings of over $260 for the
44 percent of Union County’s employees who have chosen
DPC.

DPC participants:

* incur 23 percent less in medical expenses
than CDHP participants, yielding annual
savings of $1.28 million

e 1incur 36 percent less in prescription expenses
compared to CDHP participants, yielding
annual savings of $239,000

e spend 46 percent less out-of-pocket for
prescription and medical expenses than
CDHP patients, a $333,639 annual savings

* report significant improvement in their
overall health since electing the DPC option
by a nearly 3 to 1 margin
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Union County was able to implement DPC while
achieving budget neutrality. They did so by redirecting
the $750 they were previously putting into a health reim-
bursement account (HRA) and using it instead to pay
for the employees’ DPC membership. The DPC option
allows Union County to extend an added benefit to its
employees at a fixed cost.

Could DPC work elsewhere?

Union County has about 1,000 employees. Across the
state, there are more than 66,000 county government
employees.” If other counties added a DPC option, had
similar employee participation rates, and accrued simi-
lar per-employee savings, statewide savings could easily
amount to nearly $75 million within the first year.!® If
employee participation were to increase or counties yield-
ed larger per-employee savings, then accumulated savings
would be even higher. While each county will face a unique
set of circumstances, the potential savings are high enough
that local governments should consider whether DPC
might be a viable option for their employees.

For county governments that have tight budgets and
multiple demands on limited resources, DPC offers a
unique opportunity to save millions of dollars while main-
taining and even improving the quality of employee health
care. These are funds that could be returned to taxpayers
in the form of lower property taxes or allocated to other
projects that local governments wish to fund.

As health care costs continue to rise faster than the
rate of general inflation,"” county government must
necessarily consider new and innovative ideas. The DPC
model has the potential to go beyond reforming our local
and national health care delivery system and effectively
transforming it.
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