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When physicians talk about taking capitation,
they want assurance that their PMPM rates will be
based not only on case mix-adjusted but also on
severity-adjusted data. Until recent years, payers
couldn’t provide reliable severity-adjusted data,
but newer generation predictive modeling allows
both HMOs and capitated providers to validate
both their population case mix and the severity of
illness for those members.

CareAdvantage, Inc. (CAI), an Iselin, NJ, health
care management consulting firm, is one of the
newest companies to deliver a tool that offers risk-
adjustment and a vast array of reporting capabilities
through a web-based portal. The company’s Right-
Path (RP) Navigator is a data-driven risk manage-
ment tool that can help plans and capitated provider
groups to understand and forecast resource con-
sumption, risks, and costs
associated with their member
populations.

RPNavigator transforms
health plan data -- inpatient,
outpatient, and pharmacy
claims and encounters -- into
actionable information using
3M’s Clinical Risk Groups
(CRGs), a classification
methodology that groups
members according to risk
related to the individual’s clin-
ical history and demographic
information, explains Dennis
J. Mouras, CAI president and
CEO. Each member then is
assigned to a single, clinically
supported, mutually exclusive
group based on single or mul-

tiple disease processes.
Older models of risk adjustment typically char-

acterized member populations by the percentage of
patients with primary diagnoses for chronic illness -
- asthma, diabetes, congestive heart failure, for
instance -- compared with the percentage of healthy
members, observes Richard H. Bernstein, MD, a
board-certified internist and senior medical director
for client services and informatics at CAI. Within a
given category, however, provider organizations
that were accepting risk for a member population
had no information on the degree of severity for
individual members.

Thus, while some members with diabetes
may have controlled their illness with diet alone,
some may have progressed to early complications
of the disease while others may have suffered
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major complications -- each with vastly different
health care costs and utilization patterns.
Providers were forced to negotiate risk contracts
without fully understanding the cost drivers in
their population.

“With RPNavigator, comparisons are totally
based on severity of illness, not on financial data
mixed with clinical data,” Bernstein says. “There are
no distortions based on case mix differences among

physicians. By severity-adjusting, you get a more
robust view of the population so you know what’s
the most appropriate PMPM for capitation.”

‘Open logic, not a black box’ 

RPNavigator can display a “picture” of each
physician’s panel, which empowers an organiza-
tion when negotiating PMPM rates and reveals

more effective care
management strate-
gies for capitated
arrangements,
according to Bern-
stein. The 3M CRG
system has an
“open logic, not a
black box,” he says,
that is more easily
understood by
physicians.

“The logic is
defendable, both for
the HMO and for
the providers,”
Mouras adds.

RPNavigator
also is a predictive
model that allows
effective rate setting
in virtually any
contracting situa-
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Figure 2: Case Mix and Severity Result Matrix 
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Figure 3: Detailed Cost Drivers 
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tion: between a public
payer and an HMO in
Medicare or Medicaid
risk, between an HMO
and a provider network,
and even between a capi-
tated health care organi-
zation and physicians in
subcapitated agreements.
The tool seamlessly inte-
grates pharmacy data and
incorporates quality
information, which is
increasingly important
for performance-based
pay initiatives.

The primary mecha-
nism for ensuring reliable
predictability is the accuracy
of claims data, Mouras and
Bernstein agree. CAI starts
with two years of historical
claims, encounter, and phar-
macy data, plus the previ-
ous three months’ tail.
RPNavigator integrates all
of the data and generates a
list of priority patients --
“not only those who are
high-cost today, but those
who might become more
expensive without interven-
tion,” Bernstein points out.

“The CRGs do a good
job of channeling the data
into accurate categories,” he
adds. “When a query goes
in, the answer comes back
based on the most recent
member categorization into
the system, which is usually
updated every six months
for capitation negotiations.
The data allow organiza-
tions not only to negotiate
more effective contracts but
also to manage their risks
under capitation. What else
is needed to reduce the
costs of care in a given
member population? Addi-
tional resources? More
intensive care manage-
ment?”

The accompanying fig-
ures help to illustrate some
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Figure 4: Disease Report 
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Figure 5: Member List 
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of RPNavigator’s capabilities for risk-bearing organi-
zations. Figure 1, Cost Drivers, serves as the tool’s
“opening screen,” providing a snapshot of a given
member population divided into nine risk groups
along with the dollar distribution spent in each. It’s
clear that individuals in the fifth (Status 5) and sixth
(Status 6) categories are of concern. Users also can
view their member populations by product (HMO,
POS, PPO, indemnity, Medicare, Medicaid, or all),
employer group, and/or specific disease. 

Figure 2, Case Mix and Severity Result Matrix,
drills down into the population by status number
and severity, showing all members in the plan as
well as those in the HMO who are enrolled in the
group (underscored). 

“Case mix and severity adjusting for group

performance and individual profiling depends on
normalizing differences in the distribution of indi-
viduals in the nine statuses and up to six severity
levels,” Bernstein explains. “This portrait of the
population displays how Clinical Risk Groups not
only adjust for the case mix -- diabetes, diabetes
plus CHF, or diabetes with dialysis, for instance --
but also for the severity within various statuses --
diabetes alone without complications or diabetes
alone with progression of complications along a
six-part stratification.”

Prioritize care management 

Figure 3 reveals even more financial infor-
mation about the nine health statuses over a
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Figure 6: Individual Member Profile 
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defined 12-month period. The eligible group
includes those who were active during the last
month of the analysis period, since these individ-
uals form the basis for calculating future costs,
according to Bernstein.

“Again, when correcting for population size,
Status 5 is an important cost driver, along with Sta-
tus 3 and those who are healthy,” he points out.

Clicking on the Status 5 row displays the
screen illustrated in Figure 4, which lists of all
diseases within this status along with their finan-
cial details. 

“The last two columns on the right display
CareAdvantage’s Care Management Index [CMI],
which prioritizes conditions and individuals for care
management interventions based on three categories:
outlier levels of utilization and/or cost, clinical com-
plications, and quality issues,” Bernstein explains.
“The BOI, or burden of illness score, provides a rela-
tive weight for comparing conditions and individuals
in terms of expected future resource use.” 

Clicking on the first row, for members with
hypertension, takes a user to the next level of detail.
Figure 5 displays a list of individuals in the member
population who are in Status 5 and who have
hypertension. The first member, with a CMI of 26
and projected cost of $6,577, can be selected to view
CAI’s suggested intervention.

Figure 6 shows users the three categories that
comprise the CMI and the type of items that con-
tribute to an individual’s score. 

“Clearly, this member has used an extraordi-
nary number of outpatient and ER services,” Bern-
stein explains. “She also should have received a
pneumonia vaccine.” Users can click across the tabs
at the top to get further information to formulate
their own intervention.

Other screens in RPNavigator provide a raft
of additional detail, including a summary of all

diagnoses during the previous 12 to 24 months,
the count of unique dates of service, the proce-
dures undertaken during the same time period,
and claim line detail. Viewing these data can
identify members with excessive ER visits, the
diagnoses and procedures for each visit, and
pharmacy details.

Drilling down on the hypertension patient in
the earlier example revealed that she had a high
number of ER visits related to migraine, Bern-
stein says.

“These should have been totally preventable
with optimal office and self management,” he
points out.

RPNavigator also revealed this patient had not
consulted a neurologist and was not using any pre-
scribed medication specific for migraine. Use of
Prempro was placing her at higher risk for a stroke,
however, in light of her migraine history. Thus, “in
one minute, a user can go from the population
view to identify members with actionable needs,”
Bernstein points out. 

Determine if cap rates are appropriate

RPNavigator also can handle specific queries
to identify members with high rates of potentially
preventable ER visits, excessive out of area costs,
hospital visits, and other high-cost services. For
example, a medical director might search for all
patients in a member population who have
asthma, congestive heart failure, and/or diabetes
and who have been seen in the ER more than four
times in the previous 12 months. Once a list is gen-
erated, in just seconds, each can be examined indi-
vidually or shown in a table view, sorted by num-
ber of ER visits or by other metrics, such as amount
paid or projected future cost.

Figure 7 offers especially compelling data for
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Figure 7: Product/Group Cost Driver Analysis Result 
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capitated providers.
“Another channel of RPNavigator allows

providers to determine if the capitation rates offered
are appropriate, given the burden of illness and fur-
ther refined by line of business, or LOB,” Bernstein
explains. “This example illustrates projected PMPM
costs for the various LOBs. This application of the
CRG’s predictive modeling algorithm can be invalu-
able in negotiations with health plans.”

RPNavigator features provider profiling
capabilities that can be conducted by product,
risk group, region, provider type, and practice
size, filtered by disease state or high-cost outliers.
The tool looks not just at over-utilization but also
at gaps in care -- members over age 50 who did
not receive influenza vaccines in the previous 12
months, for instance -- and at preventable com-
plications.

Initial implementation typically is achieved
within four to six weeks, Mouras says, followed by

periodic updates, ongoing data analysis, and rec-
ommendations from CAI staff on optimizing care
management initiatives and processes. Users can
access the HIPAA-compliant, web-based tool in
any location, “so they can look at a unique patient
in any setting -- the office, hospital, clinic, home, or
remote locations,” Bernstein points out.

Pricing is based on population size, with a
minimum threshold of 10,000 lives. A typical slid-
ing fee scale might be $2 PMPM for 10,000 lives,
$.50 PMPM for 50,000 lives, and $.09 PMPM for
500,000 lives, according to Mouras.

“Physician groups typically have smaller
member populations than health plans so the
PMPMs are higher,” he says, “but the tool can pay
for itself in lower costs and documented evidence
to secure higher cap rates.”

Editor’s Note: To request a Webcast demo of
RPNavigator, contact Mouras or Bernstein at (732)602-
7000 or visit www.careadvantage.com.
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