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June 8, 2006
The Honorable Larry Phillips

Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Phillips:
Enclosed for County Council consideration and approval is a proposed ordinance appropriating $516,000 from the Employee Benefits Program Fund to expedite the license by the Puget Sound Health Alliance (the Alliance) to a regional data base from Milliman, Inc.  The first of its kind in the nation, this data base, and the quality comparison reports it will produce, is the major strategy behind King County’s supply-side Health Reform Initiative.  Simply put, King County cannot succeed in controlling its health care costs unless the Alliance is successful in measuring and reporting the quality of health care in this region.  The Alliance cannot succeed unless it acquires a regional data base accepted by employers, health care providers, health plans and patients.  This is that data base.  Therefore this request is the key investment to enable the rate reduction of growth of medical costs in King County by one-third, or $40 million, by 2010.
The ordinance I transmit to you today will allow King County to fund the first year’s cost of the Alliance’s acquisition of a license to a consolidated regional data base containing over 2,500,000 people in the Puget Sound Region.  
The benefits to King County of this Alliance data base license go far beyond our own health care costs.  This purchase has the potential to completely transform the health care costs and quality throughout the region.  Expenditure of these funds is contingent on two key events:  first, the Alliance and Milliman must reach agreement on the contractual terms under which the Alliance will have access to the data base.  Second, King County and the Alliance must reach agreement on the terms under which King County will provide the funding and what access the county will have.  The provisions of both agreements must be satisfactory to the county before any county funds will be spent.  In recognition of the importance of these agreements, the ordinance I transmit to you today requires that prior to any expenditure of funds from this appropriation I must certify to the council by letter that the terms and conditions of both agreements are satisfactory to the county. 

By expediting the license by the Alliance to the Milliman data base, King County will be fulfilling our expected role as a regional government pioneer and catalyst for change - one that makes fiscally smart decisions by investing in collaborative strategies that will not only deliver savings and improved quality and health outcomes to King County as an employer and our employees, but savings and improved quality and health outcomes to our whole Puget Sound regional community.  While the King County Council is being asked to authorize the initial investment in the data base, King County is working to secure additional grant funds to off-set the county’s early investment. 
Health experts agree that there is a significant amount of waste in our current health care delivery system stemming from inadequate quality of care, including excessive services and redundancy, from under-treatment of preventive services, and from inappropriate treatment.  This waste is a key driver of rising health care costs.  A 2004 study of Puget Sound area health care by the Rand Corporation estimated that an astonishing 41% of the time the health care system provides services that are not consistent with recommended standards for quality care that improves health.  When applying this 41% defect rate to the $120 million King County spends on health care, it is estimated that King County would have saved as much as $49,200,000 if the recommended quality care was delivered to our employees at the right time, the first time.
With the support of the King County Council, the King County Health Advisory Task Force (the Task Force) in 2004 concluded that the best way to improve quality and slow down the growing cost of health care is for all health plans in the Puget Sound region to use uniform nationally recognized, evidence-based standards and measures such as those published by the Institute of Medicine (IOM). By measuring (using transparent data trusted by employers, providers, health plans and patients), reporting and improving care delivered with uniform standards, the frequency of appropriate care delivered increases and the trend of health care cost growth slows down.
The Puget Sound Health Alliance achieved a major milestone in December 2005 when it adopted uniform, evidenced-based performance measures and standards based on the IOM national measures to guide and manage quality improvement, measurement, and reporting in health care.  No other quality collaborative as broad and diverse as the Alliance with all the stakeholders (employers, providers, health plans, and patients) at the table has yet to match this achievement, because our health care system is so fractured with each industry working on behalf of their own self-interests.  The Alliance has reached this major milestone because of its collaborative nature and its commitment to improving the quality of care and slowing down costs for the most important stakeholder in the health care system: the patient.
Now that the Alliance has adopted measures and standard for quality health care, transparent, aggregated data from a trusted third-party data base is necessary to:
· Build a pay for performance-based system and clinical initiatives where providers are rewarded for striving to practice evidence based care and delivering high quality health care.
· Produce public comparison reports on the performance of the health care system so employers and consumers have the tools to make quality health care decisions, which will ultimately slow down the rate of growth in health care costs.
· Assist employers like King County with benefit plan design and program offerings to employees.  Over time, this will ensure that specific benefits and programs are in fact improving health outcomes. King County, for example, will use this data to provide incentives to employees to practice preventive care and to use high quality providers, thereby slowing down the growth of health care costs by treating diseases appropriately the first time.
· Promote the adoption of health information technology and interoperability.
King County has been the catalyst to an amazing place in history right now.  We are the key member of an organization that is on the verge of transforming our region’s health care system for the better.  The data that Milliman has offered are needed to reach our internal health reform savings goal as well as the produce savings to our health benefit fund. King County cannot meet its savings goal without this trusted data.  By expediting funds for a license to the Milliman data base, we have the opportunity to produce the savings we have promised and provide high quality, value-based care to our employees and the community.
Background

The Alliance’s Health Information and Technology Committee (HI&TC) was formed in October 2005 to advise the board on its health information technology and data strategy.  Chaired by Dorothy Teeter, Interim Director of the Seattle-King County Department of Public Health, the HI&TC identified two phases of development. 
· Phase 1 is the Alliance’s strategy to drive quality improvement and public reporting using currently available health plan claims data from all regional health plans.
· Phase 2 is the Alliance’s long term data strategy to use clinical data from electronic medical records and interoperable systems. 

To implement Phase 1, the HI&TC issued a Request for Information (RFI) for a data aggregation strategy and reporting system in January 2006.  The RFI, sent to six vendors, received only one vendor response – Milliman, Inc., a Seattle-based actuary and consulting firm – that met all the criteria and goals outlined in the RFI. The HI&TC voted unanimously 11-0 to begin contract negotiations with Milliman, Inc. using already existing data elements and data release agreements negotiated and approved by health plans, to create a data base and analytic capability based on the HI&TC’s critical decision factors.  The Alliance Board of Directors voted unanimously, with one member abstaining from the vote, to adopt the HI&TC’s recommendation at its May 2006 board meeting.

I am transmitting this request to you to immediately follow up on the Alliance’s action and keep the momentum for change.  While swift action is critical at this point, I am also conducting on going legal and financial reviews of this request and the associated documents.  Should that review highlight any challenges or need for change, I will inform the council immediately.

As the leading actuary and consultant to local Puget Sound health plans as well as the State of Washington Medicaid program, Milliman already has an integrated data base called MedInsight.

Milliman’s MedInsight data base is an established, integrated data warehousing and reporting tool which was specifically developed for the healthcare marketplace.  MedInsight’s integrated data warehouse features analytics that include the calculation of evidence based measures, including the IOM measures adopted by the Alliance, and several integrated querying and reporting tools to allow ad hoc analyses on different issues of interest to Alliance members. 
Characteristics and Capabilities of Milliman MedInsight Alliance data base include:
· Consolidated data base for use by a quality collaborative is the first of its kind in the nation. No other regional quality collaborative has access to a consolidated, transparent data base with all health plan data in one place like Milliman’s data base.  Without it, however, an integrated and consistent strategy to improve care across the region is impossible.
· Transparent, trusted, third party regional data source.  An established, third party data base that is trusted by health care providers is necessary to drive quality improvement because data will be public information and used to reward physicians for their quality performance. 
· Regionally focused, health plan claims data on more than 2.5 million members in the Puget Sound region including all King County employees.  Data currently include Medicaid data and almost all the private plans (Premera, Regence, Group Health Cooperative, and Community Health Plan of Washington).  Adding health plan data from Aetna, United Health Care, the State of Washington Uniform Medical Plan, and self-funded trusts not currently included will most likely be an easy exercise because Milliman has done data work previously with many of these organizations and is familiar with the health plans’ data formats. Inclusion of federal Medicare data is also possible, as the Alliance as a nonprofit organization has the capacity to apply to the federal government for the data.
· Timeliness and frequency of the data. Most recent data will be only five months old and data will be reported on a quarterly basis at no additional cost.  This frequent data reporting is important for providers improving their clinical practice. 
· Large database already exists. Using a data source enables the Alliance to produce quality report cards by first quarter 2007, and to realize faster savings and return on investment for King County as well as all Alliance members.  To assemble a data base of this caliber would cost tens of millions of dollars.
· Data base license accessible through the world wide web. Under this agreement the license permits the Alliance access to the data base through the web as well as the tools to analyze the data in order to produce quality report cards.  Milliman will maintain the data base by providing quarterly updates of the integrated data base.
· Data is secure, de-identified and compliant with federal privacy laws.  Milliman has a strict proprietary licensing agreement to comply with federal privacy laws. No one – the Alliance, employer members, King County - will have access to a specific person’s health information. All data in the data base are de-identified.
· Potential to become a public health and community resource.  If the Alliance chooses, the Millliman data base has the capability to conduct population-based surveillance, conduct health services research, understand the economics of various health plan benefit designs, and to track disease trends and health status. 
· Milliman data base has capacity to fulfill Alliance’s health information technology Phase 2 strategy.  The Milliman data base will likely have the capacity to aggregate clinical data from electronic medical records and interoperable systems. 
· Product offered at a substantial discount.  Milliman’s initial data base proposal was $2,226,000, for a three year license and support services.  Milliman lowered its price significantly because it is highly motivated to be involved in a local effort like the Alliance.  Milliman believes in the Alliance’s mission and goals, they believe that this effort will benefit their own community, and they also understand the Alliance’s cost constraints.  Milliman has also agreed to add health plan data not currently in the MedInsight data base for no additional charge, once these health plans agree to share their data.
The Milliman data base cost estimate proposal is $1,310,000, based on a three-year contract (see fiscal note).  These cost estimates do not include estimated annual Alliance staff costs to maintain and analyze the data ($83,000 per year).  Year 1 pricing is $516,000, and the cost decreases in Years 2 and Year 3 ($397,000 each year).  Year 1 pricing is higher because of the additional consulting services during the initial implementation.  Year 2 costs will be included in the 2007 budget, Year 3 costs in the 2008 budget.  But King County will be aggressively seeking state and federal dollars to offset our contribution. Swift action by the council will make it much more likely that King County will receive these outside grants.
As Chair of the Alliance Board of Directors, I believe the Alliance is at the tipping point of having all the necessary levers in place to create sustainable improvements in quality and cost performance in our region.  I am asking the King County Council to allocate funds to the Alliance to purchase a license to the Milliman data base, the first of its kind, because it is pivotal to the Alliance’s success and achieving system-wide health reform in the Puget Sound region. 
It is not unusual for one member of the Alliance to front an expenditure that benefits all members.  Other Alliance member organizations have dedicated extra funds to ensure Alliance health information technology operability goals are met. For example, in 2006, First Choice Health and the Washington State Health Care Authority contributed $1,000,000 in funding awards to clinics and hospitals to implement health information technology and build the region’s interoperable health information technology capacity.  First Choice contributed grant funds in 2005 also and they will contribute annually in the future. Starbucks Coffee Company has invested their own internal benefit funds in piloting evidence-based medicine approach to lower back pain with Virginia Mason.  Early results prove promising and will inform the Alliance’s low back pain approach.
In closing, I strongly believe that this is not only the critical action necessary to reduce King County’s health care costs, but is a smart, prudent and timely investment.  By expediting the Alliance’s subscription to the Milliman data base for the Alliance now, King County is one step closer to achieving our goal of $40 million savings by in 2010 as well as the critical goal of public reporting for the Puget Sound region by the first quarter of 2007.  Moving proactively in this atmosphere of intense focus on quality care and pay-for performance, ensures the Alliance and King County are in the best position possible to serve as a pilot for investing federal or state funds in support of health care information technology reform efforts in our region. 
I am excited to move forward with the council to make a sound investment to build and use a regional data base. King County staff as well as Alliance staff is available to brief you and your staff and provide any additional information on this topic. If you have any questions, please contact Rachel Quinn, Health Policy Liaison, Office of the King County Executive, at (206) 296-4165.
I certify funds are available.
Sincerely,

Ron Sims

King County Executive

Enclosures

cc:
King County Councilmembers



ATTN:  Shelley Sutton, Policy Staff Director




  David Randall, Lead Staff, LOT Committee



  Anne Noris, Clerk of the Council


Bob Cowan, Director, Office of Management and Budget


Dorothy Teeter, Interim Director, Seattle-King County Department of Public Health
Paul Tanaka, County Administrative Officer, Department of Executive Services (DES)


Caroline Whalen, Deputy County Administrative Officer, DES

� Since individual health plans – not Milliman – own the data in MedInsight, permission of the health plans to use the data for Alliance uses will be required. Permission of employers with self-insured plans will also be required.








