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Slater Mill

Making Our Home Healthier

444 Westminster Street • Prov
idence, Rhode Island 0290
3-3279
401-459-1000 • www.BCBSRI.
com

Dear Stakeholders,
At Blue Cross & Blue Sh
ield of Rhode Island (BCB
SRI), we strive to improv
health of not just our cu
e the
stomers, but all Rhode Isl
anders. As a local business
consider Rhode Island ou
, we
r home, and that’s why we
want to make it even bette
r.
From its universities and
restaurants to its parks an
d cultural events, Rhode
so much to offer. But ever
Island has
yone knows it’s the peop
le that make a place hom
it’s our employees who m
e.
Similarly,
ake BCBSRI the company
we strive to be—one that
committed to helping pe
is deeply
ople live long, healthy liv
es and being here for ou
in good times and in bad,
r
m
em
bers
no matter what.
To continue serving our
members and our comm
unity, we need to operate
efficiently as possible. W
as
ith this in mind, last year
we decided to make two
investments. The first in
m
ajor
volves consolidating our
offices into one building
downtown Providence, an
in
d the second, replacing ou
r core information techn
system. These projects wi
ology
ll be a big focus in 2008
as we begin the constructi
building and the implem
on of the
entation of the new syste
m. Together, they are criti
our long-term stability an
ca
l to
d will enhance our ability
to provide superb service
stakeholders. You can re
to our
ad more about these proje
cts on pages 4 and 6 of th
is report.
As your local, nonprofit
insurer and as a commun
ity member, we’re workin
make life better for our cu
g hard to
stomers and the people of
Rhode Island by helping
to improve their health.
them
That’s why we’re here. An
d there’s simply nothing
important to us.
more
									
Sincerely,
									
									
									

Jim’s Photo Here

James E. Purcell
President and CEO
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Guiding Principles
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Our efforts to help improve our
members’ health begin with our vision and
mission, and include a number of corporate
goals and strategic priorities. While our
vision will never change, we continuously
assess our goals and strategies, adjusting
them along the way, as warranted by the
changing needs of our members, community, and businesses.
All the while, our core values of service,
stability, and a healthy community remain
at the heart of all we do.
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Providence
8

9

The hallmark of many Rhode
Island communities is their ability to
find new ways to thrive in changing
environments. Providence’s rebirth as a
Renaissance City literally transformed the
layout and identity of the city, turning
it into a destination for businesses and
visitors. This didn’t happen overnight
or by accident—it required a vision and
thoughtful planning.
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“As residents of Providence,
we love having so much to
do nearby. In this picture, my
daughter Cecilia, my son Gabriel,
and I are enjoying lemonade
outside the RISD (Rhode Island
School of Design) auditorium
after a children’s concert.”
— Juan Cano, Design Manager,
Communications Services

Our Vision is to improve the quality of life of our customers and of the people
of Rhode Island by improving their health.
Our Mission is to provide our members with peace of mind and improved health
by representing them in their pursuit of affordable, high-quality healthcare.
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Serving You Well
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When people think of customer service,
the image of representatives managing
telephone calls typically comes to mind.
However, at BCBSRI, every single employee
strives to provide superb service to our
members, physicians, healthcare providers,
and employers, as well as to all of our
other stakeholders.

Our members
5

6

7

8

One of the most unique aspects of our
service is our customer walk-in area, where
members are invited to come for face-to-face
service when they need it.
Superb service means providing the best
of both worlds: personal attention from a
person located nearby and access to a large
national network of physicians, providers,
and other healthcare professionals who can
care for our members’ needs.

9

Our physicians and other
healthcare providers
10

11

12

13

14

15

In our opinion, two of the most critical
issues facing healthcare today include
addressing the nation’s decreasing number
of primary care physicians (PCP) and
ensuring the implementation of electronic
medical records (EMR). Here’s some information on why we think these issues are so
important and what we’re doing to help.
Primary care physicians
We understand that PCPs face the
unique challenge of being on the front line
of patient care. Their evaluative services
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Federal Hill
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can significantly impact the quality of
care, which in turn, helps control healthcare costs. Unfortunately, fewer medical
students are choosing training in primary
care. Finding ways to increase the number
of PCPs in Rhode Island will help prevent a
shortage over the long term and improve the
quality of care for everyone.

Making their home in
Rhode Island, people
from around the
world have brought
their unique foods,
music, and traditions,
enriching the lives of
Rhode Island’s residents
and visitors alike.

Electronic Medical Records
have the potential to improve
patient safety and quality of care,
as well as save the healthcare
industry up to $81 billion a year.
Electronic medical records
Accessible by doctors and all other
providers, EMRs are secure, online records
that integrate all of a patient’s medical
history into one source. According to a
study by the RAND Corporation, EMRs
have the potential to improve patient safety
and quality of care, as well as save the
healthcare industry up to $81 billion a year.
What we’re doing
To help support the financial stability of
primary care practices, we are increasing
PCP fees over a three-year period for certain
services. And to promote the use of EMRs,
we are providing additional increases
to those PCPs who implement and use
qualified EMRs. We realize that increasing
fees will not fund the full cost of EMRs.
However, as long as our resources are
available, we will partner with physician-led groups to help them adopt
this valuable technology. Over the
long term, we hope these efforts will
help significantly improve the quality of
care for our members and the people of
Rhode Island.

Federal Hill, Providence’s “Little Italy,” was originally an area
separating the Narragansett and Wampanoag tribes.
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Our employers

We offer a variety of health plans to fit
employers’ needs and budgets. This includes
plans that address the unique challenges
faced by small businesses in providing highquality coverage to their employees. (See
page 7 for information on BlueCHiP for
Healthy Options.)
In addition, to help employers control
their healthcare costs by improving the
health of their employees, we launched
our wholly-owned subsidiary, the Health
& Wellness Institute, in January 2007. By
any measure, the Institute’s first year was a
success. This organization manages health
and wellness programs for our employer
groups and those across the nation who
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choose our Good Health Benefit (GHB) or
other wellness programs. GHB provides onsite wellness education, such as nutrition,
exercise, and stress management classes.
A recent BCBSRI study suggests a 10 to 15
percent decrease in claims costs for GHB
participants—that translates into
annual savings of more than $500
per member.
Besides providing the best
healthcare coverage available,
we also want to be a health and
wellness partner to our customers.
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Alexander Iannuccilli, 20 months, cheers
for the PawSox at his first game with his
dad Scott, Product Manager, Pharmacy
Department. “My grandfather often took
me to McCoy,” says Scott. “We used to cut
out milk cartons, put balls and pens in
them, and drop them down on strings to the
dugout for autographs. It was fun to see kids
still doing it that day.”

Built in 1942, McCoy Stadium hosted the longest game in baseball history—33 innings in eight hours and
25 minutes—between the Pawtucket Red Sox and the Rochester Red Wings.
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Keeping an Even Keel
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Like most businesses, we operate in
a competitive marketplace, but unlike
our competition, we are (and intend to
remain) a local, independent, and nonprofit
company. That’s why carefully managing
our costs is so essential
to maintaining our longterm financial stability.
Meanwhile, we want
to help slow the rising
cost of healthcare. This
is a complex issue that
involves a number of
factors—new technology and drugs,
an aging society,
unhealthy lifestyles
leading to chronic
illness, and so many
more. Everything we do to manage costs
can have an impact.

Managing the costs of
our operations
Staying in downtown Providence
As part of a broader strategy to enhance
our operations, and after a comprehensive
three-year study, in 2007, we decided to
construct a new building in the Capital
Center District of downtown Providence.
Construction is scheduled to begin early
in 2008 and be completed in 2010. The
resulting savings of $25 million over
23 years will help ensure we’ll be here for
generations to come.
Still, we can understand that some
people might question how a new building
could save money. After all, you seldom
hear of anyone building a new home to
lower the household budget. However,
our new location will create a number
of efficiencies:
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• Consolidation from six buildings to one
• Reduction in operating costs due to new
technologies, improved productivity, and
enhanced physical security
•C
 onstruction according to LEED
(Leadership in Energy and Environmental
Design) certification (“Green” building)
We’re also pleased to stay in Providence,
remaining available to personally serve our
local customers, and continuing to support
the economic vitality and health of our
capital city.
Organizational planning
A large part of managing our business
involves constantly taking a hard look
at our operations, and at times, making
the difficult decisions that all well-run
businesses must make to remain successful.
Last year, while we had a good year
financially, we further streamlined our
operations, resulting in $13 million in
savings, which helped us enhance our
operational efficiency and stay competitive
in the marketplace.
New Radiology Management Program
The cost of radiology services has
increased at an alarming rate over the last
five years. In 2005 alone, we spent about $77
million on certain imaging services, and
that number has risen since. We support
the appropriate use of healthcare services,
which enable our members to achieve the
best health possible. However, duplicate and
unnecessary tests can pose a health threat
to members and significantly increase
healthcare costs. That’s why we introduced
a Radiology Management Program last year
that requires authorization for five types
of radiology services done on a nonemergency, outpatient basis. We anticipate

Like in all seaside communities, just about every Rhode Island restaurant
serves its own clam chowder.
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saving about $5 million a year and more
important, ensuring that these services are
medically appropriate for our members’
healthcare needs.

helping our members to get
and stay healthy
Some of the factors impacting rising
healthcare costs, such as advances in
medical technology and an aging society,
are beyond our control. But we can help
people live healthy lifestyles.
Eating a good diet, getting enough
exercise, managing stress, and properly
caring for chronic conditions all decrease
the risk of disease and complications. And
besides enjoying a higher quality of life,
people in good health tend to need fewer
healthcare services.
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We believe there’s a connection
between behavioral and
physical health. So it makes
sense that care for them be more
closely coordinated.
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With all of this in mind, we do our best
to understand the factors affecting overall
health, share that information with our
customers, and develop new programs and
initiatives to help them get and stay healthy.
Health and wellness
management programs
In 2007, we continued offering a host of
health and wellness management programs
to help members prevent illness and properly manage chronic conditions, such as
coronary artery disease, congestive heart
failure, diabetes, and asthma. As part of
these programs, we reached out more than
135,500 times to members with complex
medical conditions.
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Co-location pilot program
We believe there’s a
connection between behavioral and physical health. So
it makes sense that care for
them be more closely coordinated. In October 2007, we
launched a pilot program,
locating a behavioral health
provider on-site at three
primary care practices for
20 hours a week. As part
of the program, a patient
can see a primary care
physician and a behavioral
health provider on the
same day. As a first step
in trying to integrate primary and
behavioral health, this program helps put
behavioral healthcare needs on par with the
rest of the healthcare system.
Dental care that promotes overall health
An increasing number of studies also
demonstrate a link between oral and
overall health. For instance, some studies
suggest that gum disease may increase
the risk of diabetes and the delivery of low
birth-weight babies.
That’s why we’ve been taking steps to
help members understand the “mouth-body
connection,” and encourage them to get the
dental care they need. As part of this effort
in 2007, we began offering complimentary
dental cleanings to expectant mothers
who have both medical and dental
coverage with us.

Brady Garthee, 3,
picks the apples no
one else can reach
thanks to his dad,
Seth, Senior Large
Group Underwriter.
“Apple picking is a
new family tradition,”
says Seth. “It was a
beautiful day toward
the end of the season
at Jaswell’s Farm
in Smithfield, so
we went for the
high ones.”
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The Rhode Island state fruit is the Rhode Island Greening apple.
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Leveraging technology to
improve business processes
Technology is woven into everything we
do, and the right technology can help us
do everything more efficiently: serving our
customers promptly, helping our members
improve their health, and developing plans
and programs based on reliable data.
Replacing our core IT system
In late 2007, we announced our selection
of TriZetto’s Facets System to replace our
core IT system. TriZetto serves 100 million
health plan members nationwide, 20 percent
of whom are members of other Blues plans.
Our members, providers, and employer
groups will benefit from our investment
through more streamlined processes,
improved and faster claims processing,
and more sophisticated user tools. And
because TriZetto has proven success with
other Blues plans, we’re confident its system
will be right for our members as well.
Aiming for implementation in about
three years, we are now working closely
with TriZetto to begin the hard, but
important, work of developing specifications
and ensuring a smooth transition for our
stakeholders.

Tony, Lindsay, and Sue Grilo, Product
Manager, Marketing Services, say that
Colt State Park in Bristol is one of their
favorite places. “Lindsay loves riding her
bike there, near the ocean,” says Sue. “I’ve
been visiting Colt State Park my entire life.”
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Quintin and Chris Rocha, son and nephew
of Peter Rocha, Director, Information
Systems Operations, are hoping they’ll
have enough bread to go around. “We go
to Roger Williams Park Zoo all the time,”
says Peter. “I like that we don’t have to
travel far to see the wildlife.”
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The third oldest zoo in the country, Roger Williams Park Zoo has welcomed visitors since 1872.
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Building Bridges
A

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

B

C

D

E

Bridging the gap between uninsured
Rhode Islanders and affordable, highquality healthcare is one of the greatest
challenges we face in helping them improve
their health. According to the Rhode
Island Health Insurance Commissioner’s
September 2007 report: An Analysis of
Rhode Island’s Uninsured, 13.3 percent
of Rhode Islanders under age 65 were
uninsured in 2005. While this figure is
lower than the national average of 15.8
percent, it’s still unacceptable.
On average, more than 30 percent of
uninsured people avoid seeking medical
and dental care due to the cost, according
to that same report. To help increase the
number of Rhode Islanders with access
to affordable healthcare, we work to
understand the changing demographics of
Rhode Island’s uninsured population, offer
them plans and programs, and educate
Rhode Islanders on the importance of
health coverage.
In addition, we support charitable
organizations that are committed to serving
uninsured and underinsured populations.

Expanding access to
health coverage
To help more people find health
coverage, we offer:
• Insurance to individuals and families
who don’t have access to government- or
employer-sponsored coverage.
• AccessBlue to members of our Plans
for Individuals and Families who meet
certain income limits. AccessBlue helps
these individuals pay their monthly health
premiums.
• BlueCHiP for Healthy Options, a
HEALTHpact Plan, to small businesses
for their employees. BlueCHiP for Healthy
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Options offers a higher level of benefits to
those who maintain a healthy lifestyle.

Increasing access
to healthcare
Our BlueAngel Community Health
Grant (BACHG) program has benefited
more than 70,000 people since it was
established in 2002. Through this program,
we invite organizations to apply for funding
to support their programs. The following
organizations received BACHG funding in
2007 for providing healthcare and health
education to underinsured and underserved
populations in Rhode Island:

In 2005, 13.3 percent
of Rhode Islanders
under age 65 were
uninsured. While this
figure is lower than
the national average
of 15.8 percent, it’s
still unacceptable.

• AIDS Care Ocean State – “Youth Street
Outreach Program,” which provides
AIDS prevention education, counseling, condoms, and other assistance to Rhode Island’s youth aged
13 to 25.
• American Red Cross Rhode Island
Chapter – “Trained, Empowered,
Prepared,” which provides free
training in First Aid and CPR.
• Amos House – “Prescription
Assistance & Eyeglass Program,”
which provides emergency assistance
for prescriptions and eye care—including
eye exams and eyeglasses—to uninsured, unemployed, and
low-income
people.
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The Volunteer Center of Rhode Island (VCRI) connects people with volunteer
opportunities across the state. You can visit their Web site at www.vcri.org.
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Some of the organizations that received
renewed BACHG funding include:
• Chad Brown Health Center – “Mark,
Set, Go!” – This is a culturally sensitive,
school-based, healthy eating and physical
activity program targeting 300 fifth- and
sixth-graders.
• Comprehensive Community Action
Program – “West Bay Smiles” – A
school-based dental care and oral health
education program, which provides oral
healthcare to local students.

Reaching out farther
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Improving the health of people across
Rhode Island takes a variety of approaches.
To engage as many people as possible, we’ve
invested in programs that promote the
value of good health across all sectors of the
Rhode Island community:
Community wellness van:
Staffed by health professionals, the van
helps us bring healthcare directly to
community members, providing free
preventive health screenings and health
information. In 2007, the Wellness Van
served approximately 9,000 Rhode
Islanders, including more than 900 who
were uninsured.
HealthyMoves.org:
In 2007, we launched a public education
program that provides tips to help
If you grew up in Rhode Island, you probably
recall visiting Crescent Point Amusement Park
in Riverside as a child. It seemed like such a
long car ride, even though it wasn’t that far
away. Driving up, the first thing you’d see was
the dome of the Looff Carousel, and that’s
when you’d get excited because you knew
you were nearly there.
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consumers improve their health.
Consumers are invited to visit
HealthyMoves.org for in-depth information
on improving health, and saving time as
well as money.
2007 Community Meeting:
Our annual Community Meeting provides
a public forum in which to highlight
important healthcare issues. This year’s
Community Meeting featured a symposium
on the role of primary care physicians and
the future of healthcare. The event raised
awareness about the sharp drop in the
number of primary care physicians, which
could lead to a shortage if not addressed.
Are our children healthy enough to learn?:
In partnership with Leadership Rhode
Island, we helped sponsor a highly informative panel discussion with some of the
state’s most renowned experts on children’s
health and education who discussed the
health threats facing kids today.

Samantha Carlone,
granddaughter of
Patricia Carlone,
Senior Quality
Analyst, Special
Investigations Unit,
is a third generation
Looff Carousel rider.
“I went there when
I was a child,” says
Pat. “I took my
children to ride the
carousel, and now
I’m taking my
grandchildren.”

Looking Forward
While we’ve made significant
progress toward reaching our vision,
we’ve still got a ways to go. We are
committed to helping:
• Increase access to affordable healthcare
for more Rhode Islanders,
• Ensure our children are healthy enough to
learn to improve their odds of becoming
healthy adults,
• Improve member care, and
• Control healthcare costs.
These are just some of the many health
issues we face as a community. However,
together with other community leaders,
we can identify root causes and develop
solutions that work.
And we’ll continue addressing issues
that impact the health of Rhode Islanders
for one simple reason: It’s why we’re here.

A national historic landmark, the Looff carousel in Riverside was built in 1895 by
Charles I.D. Looff. With 62 hand-carved figures and traditional organ music,
it was used as a showpiece for prospective carousel buyers.
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Investing for the Health of Our Members
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As a nonprofit organization, we carefully manage our finances to ensure we can always be here for our
members. When they submit covered expenses to us, we must come through for them—every time. And
that’s what we’ve been doing for more than 60 years.
Here’s an overview of our financial performance for 2007.
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Income
In 2007, Blue Cross & Blue Shield of Rhode Island recorded $1,768,935,000 in premiums from members
(individuals or employers). We also earned another $25,507,000 in investment income.

Premiums
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$1,768,935,000

Total Income

Investment Income

+

$25,507,000

=

$1,794,442,000

Expenses
From this total income, the company utilized $1,498,983,000 for the medical and dental claims of its members.
This amount accounted for 84.7% of premiums collected. The company also spent $200,603,000 on operating
expenses and another $33,542,000 on other expenses, such as taxes. Operating expenses are often cited as a cause
for the high cost of healthcare insurance. However, at just 11.3% of premiums collected, our operating expenses
are lower than our competitors and the national average. We continue to feel that the effort to control costs must
focus on the 84.7% of all dollars spent—those for healthcare expenses.

Payments for
Providers

10

$1,498,983,000

Other Expenses
(e.g., taxes)

Operating Expense

+

$200,603,000

+

$33,542,000

Total Expense

=

$1,733,128,000
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Reserves
12

13

Our reserves protect us and our members against unforeseen catastrophes, such as natural disasters or
sudden market changes that could leave us unable to pay claims without available funds. In 2007, we added
$57,042,000 to our reserve fund. This brought our total reserve fund to $428,810,000, or 24.2% of premium
revenue. That is at the low end of the 23% to 31% range recommended by a study done for the Office of the Health
Insurance Commissioner.
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Average Daily
Payments
to Providers

Total Reserves
15

$428,810,000
16

17

18

÷

($4,107,000

Average Daily
Total Operating
Expenses

+

$550,000)

(Number of days
claims could be paid by
reserves alone.)

=

92 Days

This formulation represents unaudited results utilizing Statutory Accounting Principles. The Blue Cross and Blue Shield Association licenses
Blue Cross & Blue Shield of Rhode Island to offer certain products and services under the Blue Cross and Blue Shield brand names. Blue Cross &
Blue Shield of Rhode Island is an independent organization governed by its own Board of Directors and solely responsible for its own debts and other
obligations. Neither the Association nor any other organization using the Blue Cross and Blue Shield brand names acts as a guarantor of Blue Cross &
Blue Shield of Rhode Island’s obligations. A copy of Blue Cross & Blue Shield of Rhode Island’s most recent audited financial statements is available on
request to Blue Cross & Blue Shield of Rhode Island, 444 Westminster Street, Providence, RI 02903.
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BCBSRI Board of Directors (as of December 31, 2007)
Made up of leaders in the medical field and the community at large, our Board of Directors represents
a cross-section of the employers, healthcare providers, and members we serve. In 2007, the Board held 44
Board or Board Committee meetings. Each director devoted a substantial amount of time to ensuring
that Blue Cross & Blue Shield of Rhode Island is a valuable asset to the community.
Frank J. Montanaro,
Chairman of the Board

Monica Horan, Esquire,
Secretary

Anne E. Powers

Kenneth Aurecchia

Juana I. Horton

Gary G. Wharton, M.D.

Francis X. Basile, Jr., M.D.
Fredric V. Christian, M.D.

Deborah R. Jacobson,
Vice Chair

Judge Edward C. Clifton

William C. McGowan

Thomas L. Falcone

Arthur J. Mitchell, Jr.

Samuel H. Havens

Elizabeth M. Noonan, Esquire

Special thanks to our employees who submitted photos for this annual report,
especially Mark Davis, Web Services, who provided pictures of Providence
and other scenic locations across the state.
Map © Rand McNally, R.I. 08-S-14
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