
“small enough to accomplish, big enough to matter”

No employer can accomplish the Smart Network on their own,
Together we are big enough to matter



A much-needed change in the way employers 
purchase healthcare benefits

 Unsupportable costs to employers, employees and families
 Vertical and horizontal consolidation of hospitals and health plans 
 Anti-competitive and non-transparent contract language
 Fee-for-Services provides the wrong incentives 
 Under utilization of primary care and over utilization of specialists
 Poor management of chronic conditions 
 Lack of mental health integration 
 Point solution fatigue
 Lack of PBM transparency
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… and hospital services are a major factor



Most Texas hospitals make profits on all payers.  
The average median (bold orange bar) profit margin for commercial payers is 40%. 



Texas employers pay 315% of the Medicare rate for hospital in-patient
and out-patient services.  This is 3X (110%) more than needed for hospitals to all

operating costs. 

median percent



Anti-competitive language on contracts 
between hospitals and  health plan

 Gag Clauses keep hospitals and health plan from revealing their 
payment rates or other contractual provisions.  

 Anti-Tiering clauses are used to prevent employers from developing 
benefit plans that incentivize the use of high quality/lower cost 
providers by structuring lower cost sharing and out-of-pocket 
expenses. 

 Anti-Steering clauses are used to prevent health plans from 
encouraging their members to utilize more cost-effective and higher 
quality providers. 
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Houston’s Smart Network
Vision and Objectives

Achieve Better Outcomes
Design a solution that delivers measurably 
better, high quality outcomes for Employees

Demonstrate Cost Savings
Generate cost savings through better prices 
and reduction of low-value services

Deliver an Integrated Experience
Simplify healthcare for Employees via an 
integrated platform approach that result in 
higher patient satisfaction

Promote Innovation
Align with healthcare partners who believe in 
continuous improvement and innovation
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FASTFACT:
USadultswhohaveaprimarycarephysicianhave33%LOWER 

healthcare costs and19%LOWERoddsofdyingthanthosewhoseeonly 
aspecialist.Asanation,wewould

SAVE$67BILLIONeachyearif everybodyusedaprimarycareprovider 
astheirusualsource ofcare.

“ContributionofPrimaryCaretoHealthSystems andHealth,”Milbank
Quarterly

25+
In atraditional fee-for-service(FFS)model, 
healthcareprovidersmaybeexpectedtosee 
25+patients/day, leadingtoinsufficient timefor 
engagement,atendencytorefer,andhigh 
frustration levels forall.

WhatMakesPrimaryCareADVANCED PrimaryCare?NationalAllianceIdentifiedSEVENKeyAttributes

APC

PATIENT-
CENTERED

• Enhancedaccess
• Moretimefor 
engagement, support 
andSDM

• BHintegration

POPULATION-
FOCUSED

• Disciplinedfocuson 
healthimprovement

• Systematicreferral 
management/
re-integration

• Appropriateorganization and 
infrastructure

PERFORMANCE-
REWARDED

• Realignedpayment

THEPROMISEOFAPC
Health, patient engagement, satisfaction, 

personalized and holistic care

Unnecessary care and referrals 
Urgent care, ER visits, and

hospitalizations

Overall reduced 
total cost of care

15+%

1
Enhancedaccessforpatients

Convenient access, same day
appointments, walk-ins, virtual
access,nofinancialbarriers

toprimarycare

2
Moretimewithpatients

Enhancedpatientengagementand 
support, shareddecision-making, 
understandingpreferences, social 

determinantsofhealth

3
Realignedpaymentmethods
Patient-centered experience and
outcomes, quality and efficiency
metrics,deemphasizevisit volume

4
Organizational& 

infrastructurebackbone
Relevantanalytics,reporting and 
communication,continuousstaff 

training

5
Disciplinedfocusonhealth

improvement
Risk stratification andpopulation 
healthmanagement, systematic 

approachtogaps in care

6
BHIntegration

Screeningfor BHconcerns(e.g., 
depression,anxiety,

substanceusedisorder)and
coordination of care

7
ReferralManagement
Morelimited, appropriate and 
high-quality referral practices, 
coordination andreintegration of 

patientcare

ImprovingHealthcareValuewithADVANCEDPrimaryCare

MostoftheseattributesareconsistentwithcriticalsuccessfactorsidentifiedbyrespondentstoaNationalAlliance
survey

Over80%* ofpatientswithcommonchronic conditions
(diabetes, high bloodpressure)access primarycare, 
themostprevalenttypeofofficevisit.Butmisaligned 
incentives(i.e., fee-for-service), lack ofbehavioral 
health (BH)integration,and infrastructureand 
technologychallenges can compromise healthcare 
qualityanddriveupcosts.
*MEPS(2014)reportedbyRobertGrahamCenter(2018)



Houston’s Smart Network
Key Attributes

 Employers contract with PHSO to provide self-funded “Smart Network” EPO 
benefit structure with limited cost-sharing for employees

 PHSO contracts with independent TPA and other services for claims 
adjudication, eligibility, data analysis and related functions 

 PHSO develops a Smart Network of directly contracted providers to provide 
care. Smart Network includes:

 Capitated advanced primary care   

 Behavioral health integration with primary care

 Smart referrals to highest value (quality and price) contracted specialists

 Direct contracts with hospitals and physicians at or near Medicare prices

 Bundled payments for common procedures 

 Fully transparent 100% passthrough PBM
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A TRUE value-based Population Health Services Organization (PHSO) for employers, by employers. 



Smart Network Components
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Advanced Primary Care
• Prevention, wellness, chronic care
• Sick visits, urgent care
• Integrated mental health, lab, telemedicine
• Care coordination, Navigation services

Specialty Care
• Surgical, medical and chronic care bundles or 

population-based payments (60-70%)
• FFS payments for emergency and other 

services not bundled

Facilities and Other Services
• Hospital, rehab, skilled nursing
• Ambulance, DME, supplies
• Contracts Referenced to Medicare Pricing

Pharmacy
• Transparent PBM
• Aggressive formulary based on lowest net prices
• Patient incentives (low copays, etc.)

Independent TPA

Identification of High Value Facilities 
and Providers (quality and price) 

Acute events

Catastrophic events

Clinical Risk Social Risk Behavioral Risk

Healthy

At-Risk

Rising-Risk

High-Cost

Chronic conditions

Data Analysis and NavigationNon-Profit Contracting with Providers

Offered to Employers as a New Benefit Plan
• EPO plan design
• Offered side by side with current PPO plan
• Patient incentives (low copays, co-insurance, etc.)



Behavioral Health Integration with Primary Care
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