
From the desk of Stephan Katinas,  
Vice President, Health Care Contracting and Management
Welcome to the fall edition of the Municipal Advisor. My team 
and I are responsible for managing our contracts with health 
care providers across Massachusetts, which affords me the 
pleasure to work on issues that touch almost all of the cities 
and towns throughout the Commonwealth. In fact, the Blues 
system has the largest network of any health plan in the nation, 
and we continually seek to expand the access to and availability 
of quality care for all of our members. 

In this edition of the Municipal Advisor, you’ll read about one of 
our most successful provider payment models: the Alternative 
Quality Contract (AQC). The AQC attests to our strong 
partnership and collaboration with Massachusetts physicians 
and hospitals to try and slow the rate of increase in medical costs, 
while also rewarding them for the quality and outcomes of the 
care they provide. We’ll introduce you to Lisa Jackson in the 
Meet Our Sales Team feature, share helpful information on new 
legislation impacting municipalities, and provide a potential 
resource to address health disparities in your communities. 

The AQC is just one example 
of the value we deliver for our 
accounts and members. We’re 
always designing, developing, 
and implementing new provider 
networks to support innovative 
product designs that will meet 
our customers’ ever-changing 
needs. This is only possible with 
your input. By sharing your needs 
with your account executive, 
we can better provide you with 
the products and services that 
have made us the health plan 
of choice in Massachusetts for 
over 75 years. 
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Cost savings for municipalities: Switching to a Medex 2 plan with a PDP
In June 2015, the Governmental 
Accounting Standards Board (GASB) 
issued two new rules that relate to 
how Other Postemployment Benefit 
(OPEB) costs and liabilities are 
measured and reported in financial 
statements. OPEB includes all 
benefits, with the exception of pension 
benefits, that U.S. governments 
provide to their retirees. The new 
rules would increase the transparency 
of OPEB liability, and likely increase 
pressure from the investment 
community on municipal entities to 
manage or control their OPEB costs. 

This summer, Blue Cross contracted 
with an independent actuarial firm, 
Odyssey Advisors, to examine the 
impact of switching from a Medex 3 

plan to our Medex 2 product paired 
with a prescription drug plan (PDP) 
on OPEB liability. Odyssey Advisors 
reviewed 35 of our municipal accounts 
that recently have migrated their 
Medicare eligible population. 

Municipalities that made this 
product change saw an average 

reduction in retiree monthly 
premiums of over 25%.

These plan sponsors have seen their 
Actuarial Accrued Liabilities (AAL) 
decrease from approximately $3.70 
billion to $2.57 billion (or by $1.13 
billion {30.6%}), and seen their 

annual pay-as-you go or cash  
costs decline from approximately  
$68 million to $54.7 million  
(or by $13.3 million {19.6%}). 

Medex 2 and Medex 3 offer identical 
coverage, but the formulary on the 
PDP differs and should be considered 
prior to a product change. If all plan 
sponsors moved towards a Medex 2 
type offering, there are potential 
extrapolated savings on the AAL of 
$10.06 to $14.79 billion and annual 
cash flow savings on the pay-as-you-go 
costs of $177 to $334 million. 

We encourage you to speak with  
your account executive to determine 
if this product change is the right fit 
for your employees. 
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Alternative Quality Contract (AQC) achieves twin goals of lower costs  
and better care for members
We believe that doctors and hospitals 
should be rewarded for delivering 
high-quality care, and for helping to 
keep our members healthy. That’s 
why, in 2008, we created the AQC, 
an innovative way to pay for care that 
focuses on promoting quality and 
rewards positive health outcomes. 

This payment model, which now 
includes 85 percent of the doctors 
and hospitals in our HMO network, 
promotes shared responsibility for 
improving care and moderating the 
rate of increase in health care costs. 
We’re proud to say that the AQC is 
currently one of the largest payment 
reform initiatives in the country and 
has become a model of success for 
state and national policymakers.

What makes the AQC work?
The more common fee-for-service 
model has created unintended 
consequences by rewarding doctors 
and hospitals for the quantity and 
complexity of services rather than 
rewarding them for the quality 
and outcomes of care. So instead 
of negotiating prices on individual 
services, the AQC payment model bases 

payments to physicians and hospitals on 
quality and efficiency, not quantity.

Study shows the AQC is succeeding
An independent study published in 
the New England Journal of Medicine 
shows that the AQC has dramatically 
improved patient care, and successfully 
lowered associated costs since its 
implementation. The four-year study 
was conducted by researchers at 
Harvard University’s Medical School, 
who compared the experience of 
Blue Cross members with a Primary 
Care Physician in an AQC contract 
with a control group comprised of 
commercially-insured individuals in 
eight northeastern states. 

Results from the study showed a 
dramatic increase in the quality of 
care for our members and a significant 

decrease in cost. Specifically, the 
study concluded that when compared 
to the out-of-state control group, our 
members spending growth was 10 
percent lower, and their experienced 
quality of care was 12 points higher 
than the national average.

Advancing performance-based  
contracts to PPO 
Given the positive results of the  
AQC for our HMO members, we now 
hope to implement performance-based 
contracts for our PPO members. In a 
letter mailed in March to some 100 
hospitals and physician leaders across 
the state, Blue Cross President and 
CEO Andrew Dreyfus asked for their 
continued partnership as we work to 
expand this model to PPO members.

“Expanding payment reform to PPO will allow physician  
groups and hospitals to apply their existing population  

management capabilities to our PPO membership, which can  
offer immediate value to our PPO members and accounts.”

-Andrew Dreyfus, President and Chief Executive Officer
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Fun Facts about Lisa
Hometown: 
Groveland, MA

Favorite vacation: 
Puerto Rico with her sister

Favorite local restaurant: 
Ronaldo’s in Hampton, NH

Avid animal lover:
Especially her rescued chihuahua Zoey

Favorite volunteering experience:
Volunteering at Opportunity Works in 
Haverhill, working with adults who have 
physical and mental challenges
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Addressing health disparities in your community
Acting on our commitment to 
improve short and long-term health 
care outcomes, Blue Cross wants to 
efficiently support our members by 
helping them improve health outcomes, 
manage the progression of disease, and 
avoid long-term cost implications.

Currently, diabetes, hypertension, 
and obesity rates make up some 
of the fastest growing health 
issues for Massachusetts residents, 
disproportionally affecting minority 
populations, and directly impacting 
health care costs. 

In the previous edition of the 
Municipal Advisor, we discussed the 
increasing diabetes prevalence rate 
in municipalities, from Actives (5%) 
and Early Retirees (14%), to Retirees 
(17%), and the need to engage in 
efforts to prevent diabetes. 

Our Municipal Account Learning 
Collaborative will serve as a platform  
for municipalities to discuss common 
issues, share practices, and seek possible 
interventions to improve health 
outcomes, and generate financial savings 
for their employees and families.

Blue Cross will support the 
Collaborative by providing in-depth 
analytic reporting on health disparities 

that can illustrate pressing health 
issues, identify where greater efforts 
need to be focused, and help in 
determining what interventions need 
to be implemented. The goal is to 
work together towards short- and long-
term health and financial benefits for 
each of the municipalities served.

Get involved
Collaborating with municipalities to 
address health disparities among your 
populations can help us to improve 
the health of your employees, and 
potentially help them avoid more costly 
care in the future. If you would like 
to be part of the Municipal Account 
Learning Collaborative, please contact 
your account executive. We look 
forward to partnering with you!

Diabetes Prevention Program 
studies show that 58% of adult 
diabetes can be avoided with 

5–7% weight loss over  
3 years—among those with 

obesity/prediabetes

Meet our sales team: An interview with Lisa Jackson

Lisa Jackson
Account Executive

Lisa Jackson has been an Account 
Executive with Blue Cross for the past 
30 years. She started as an Account 
Service Representative, gaining  
 

early exposure to municipal business 
by helping to service the cities of 
Beverly and Gloucester. This positive 
experience served as the catalyst for 
her to join the company’s dedicated 
municipal team. 

Over 13 years later, Lisa continues to 
leverage her innate problem-solving 
skills and benefits expertise to support 
municipal governments and unions. 
Lisa takes pride in her work, and says 
the reward for her efforts is the simple 
fact that her job, at its core, entails 
helping people. “Whether I’m talking 
to a retiree that is anxious about a 
change, or with the unions as they go 
through a change in carrier—there is 
never a dull moment.”

Her excitement stems from the  
fact that every municipality is 
different—each requiring unique 
solutions, customized to their 
particular community that Lisa says 
“keeps me on my toes.” But despite 
the differences across municipalities, 
Lisa understands and appreciates 
the common need that cuts across 
all. “Financial stresses in the form 
of employee health costs continue 
to increase for municipalities across 
the state, and it is my job—and my 
pleasure—to collaborate with city  
and town leaders to develop 
innovative solutions that help to  
curb these rising costs.” 

Visit us online at www.bluecrossma.com/muni
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In the news...
A new law went into effect on July 1, 
2015, that gives municipalities, who 
currently receive their employee health 
insurance through the state’s Group 
Insurance Commission (GIC), more 
flexibility to help make sure they are 
getting the coverage that best fits  
their needs.

More time to choose
Until now, municipalities that wanted 
to leave the GIC had to give notice 
by October 1 that they would be 
ending their coverage on July 1 of the 
following year. Under the new law, 
municipalities have until December 1 
to weigh their options, and give notice 
that they will be leaving the GIC. 

Better access to claims data
Municipalities will not only have more 
time to decide what health insurance 
is best for them, but they will also 
have access to better information to 
help make that decision. The new law 
allows municipalities to request their 

historical claims information from the 
GIC, and requires a “detailed data 
response” within 60 days. This detailed 
claims data will help carriers calculate 
the most competitive rates possible for 
municipalities that might benefit from 
coverage outside the GIC.

Shorter terms mean more flexibility
Finally, the new law reduces the 
commitment that municipalities have 
to make when joining or renewing 
their coverage with the GIC. All 
municipalities joining the GIC can now 
shop for the coverage that best fits their 
needs after three years. Those that 
renew their coverage will be able to 
commit for as little as two years. This 
gives cities and towns the opportunity 
to make sure they are making the best 
use of their health care dollars, and 
gives them the opportunity to take 
advantage of a dynamic Massachusetts 
market that is constantly offering new 
plan designs and products.

The Municipal Advisor is published quarterly 
for municipal entities. Please submit letters 
and suggestions for future articles to: 

Mark Meunier  
Director of Government  
Programs 
101 Huntington Avenue 
Suite 1300 
Boston, MA 02199-7611

E-mail: Mark.Meunier@bcbsma.com 
Phone: 617-246-2926

Visit us online at:  
www.bluecrossma.com/muni

If you prefer to get future editions of  
this newsletter by email, please contact  
Debra.Dame@bcbsma.com.
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