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Improving Care and Bending the Cost Curve 
 

• There is little disagreement over the fact there 
is enough money in the US health care system  

• Therefore, payers should shift our focus from 
how much - to how we spend on health care - in 
order to maximize the amount of  health 
produced for the expenditure made (value) 

 



Predicted Life Expectancy Based on Health Care 
Expenditure  



Returning Health to the Health Care Debate 
Our Goal is to Improve Health, Not Save Money 

• Cost growth is the principle focus of health 
care reform discussions  

• Substantial underutilization of high value 
health care services persists 
– Wellness 
– Screening 
– Diagnostic testing 
– Therapy 
– Monitoring 

 





Non-Adherence to Evidence-Based Services:   
A Cost and Quality Problem 

Dunbar-Jacob,   Journal of Clinical Epidemiology 54 (2001) S57-S60. 

Responsible for 
up to one-quarter 
of all hospital and 

nursing-home 
admissions 

Up to 60% of 
chronically ill 
patients have 

poor adherence to 
evidence-based 

treatment 

Costs from poor 
medication 
adherence 

estimated to 
exceed $100 billion 

annually 



Improving Care and Bending the Cost Curve 
Factors Contributing to Quality Gaps 

– Forgetfulness 
– Lack of belief in 

benefit of therapy 
– Poor provider 

relationship 
– Required monitoring 
– Misaligned clinician 

incentives 
 

– Complexity of treatment 
– Side effects 
– Cognitive impairment 
– Inadequate follow-up 
– Missed provider visits 
– Lack of insight 
– Patients out of pocket cost 

 

 

N Engl J Med 2005;353:487-97 



Dealing with the Health Care Cost Crisis  
Interventions to Control Costs 

• Generic Drug Programs 
• Prior Authorization 
• Disease Management 
• Information Technology 
• Payment Reform 
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Dealing with the Health Care Cost Crisis  
Interventions to Control Costs 

• Make Beneficiaries Pay More 
– Increase premiums 
– Increase “one size fits all” cost sharing 

for clinician visits, diagnostic tests and 
prescription drugs 
 

 



Improving Care and Bending the Cost Curve  
Lack of “Clinical Nuance” in Health Benefit Design 

• The archaic “one-size-fits-all” approach to 
patient cost sharing fails to acknowledge 
the differences in clinical value among 
medical interventions 

• Ideally, patient copayments would be used 
to discourage the use of low-value care 

 

 



Cost Sharing Should Not Produce Preventable 
Reductions in Quality of Care 

• A growing body of evidence 
demonstrates that cost shifting leads 
to decreases in essential and non-
essential care 



Value Based Insurance Design  
Inspiration 

“I can’t believe you had to spend a 
million dollars to show that if you 
make people pay more for something 
they will buy less of it.” 

 
Barbara Fendrick (my mother) 



– A growing body of evidence demonstrates that 
increased patient cost-sharing leads to decreases in 
non-essential and essential care which, in some 
cases, lead to greater overall costs 

• Preventive care 
• Diagnostic testing 
• Prescription drugs 
• Clinician visits 

– Higher office copayments led to increased 
hospitalizations for Medicare beneficiaries 

Patient Cost-sharing Negatively Affects Adherence to 
High-Value Clinical Services 

Trivedi A. N Engl J Med. 2010 Jan 28;362(4):320-8.. 





Value Based Insurance Design  
A Role for “Soft Paternalism” 

 
• If the consumer is not the appropriate decision 

maker, the system should provide incentives to 
offset the undesirable decreased use of essential 
services due to cost shifting 

• It is critical to develop strategies that 
simultaneously address spending growth and aim 
to improve population health 



Improving Care and Bending the Cost Curve 
Principles of Value-Based Insurance Design 
 

• V-BID premise:  the more clinically beneficial the 
service, the lower the patient's cost share and the 
higher the clinician’s payment 

• Medical services differ in the benefit provided 

• The clinical benefit derived from a specific service 
depends on the patient using it 

• There are few instances where the use of a 
specific drug, diagnostic test or procedure is 
always appropriate or inappropriate 

 



Value Based Insurance Design  
More than High-Value Prescription Drugs 

• Prevention/Screening 
• Diagnostic tests/Monitoring 
• Treatments 
• Clinician visits 
• Physician networks 
• Hospitals 



“Lowe's is 
offering 
employees 
incentives in the 
form of reduced 
out-of-pocket 
costs to come to 
the Cleveland 
Clinic for heart 
procedures.”  



Value-Based Insurance Design Milestones 
Widespread Private and Public Sector Adoption 

22 

http://www.fpl.com/index.shtml�
http://www.llbean.com/?feat=logo�
https://www.wellsfargo.com/�
http://www.pg.com/en_US/index.jhtml�
http://scana.com/SCANA/DEFAULT.HTM�
http://www.cargill.com/�
http://www.massmutual.com/mmfg/index.html�




Value Based Insurance Design  
Economic Effects  

 Incremental costs of the increased use of high 
valued services can be subsidized by:  

• Medical cost offsets 

 

 





Value Based Insurance Design  
Economic Effects  

 Incremental costs of the increased use of high 
valued services can be subsidized by:  

• Reduction in absenteeism/disability costs 

 Including productivity along with medical cost 
offsets provides a broader and more appropriate 
measure of the economic impact of health care 
expenditures. 

 Without this information, employers cannot make 
informed decisions regarding the value of 
coverage 

 

 





Value Based Insurance Design  
Policy Implications 



Sec 2713 Interim Final Regulation – July 2010 
Strong Support for VBID 

“The Departments recognize the 
important role that value-based 
insurance design can play in 
promoting the use of appropriate 
preventive services. ” 



PPACA Sec. 2713: Certain Preventive Services be 
Provided without Patient Cost Sharing  

• Receiving an A or B rating from the United States 
Preventive Services Taskforce 

• Immunizations recommended by the Advisory 
Committee on Immunization Practices  

• Preventive care and screenings supported by the 
Health Resources Administration (HRSA) for 
infants, children and adolescents  

• Additional preventive care and screenings 
recommended by HRSA for women 



Investing in Primary and Secondary Prevention 
CMS Administrator Donald Berwick, MD – June 2011 

 
 
“investing in prevention makes 
financial sense, too. That's especially 
true for secondary prevention -- 
preventing deterioration in chronic 
illness. As much as three quarters of 
the $2.5 trillion-plus that we spend on 
US health care each year goes to 
paying the bills for chronic illness.” 



Value-Based Insurance Design 
Implications Beyond Primary Prevention 

• A substantial majority of private sector V-BID 
programs include reduced cost-sharing for 
evidence-based services for established diseases  
– Medications, eye exams for diabetes 
– Behavioral therapy, meds for depression 
– Long-acting inhalers, spirometers for asthma 
– Minimally invasive surgery 

• Future regulations should allow payers to adjust 
cost-sharing based on evidence-based guidelines  

 
 

 



Institute of Medicine, Essential Health Benefits Report 
Emphasis of V-BID Principles  

 
 
“The EHB must be affordable, maximize 
the number of people with insurance, 
protect the most vulnerable individuals, 
promote better care, ensure stewardship 
of limited financial resources by focusing 
on high value services of proven 
effectiveness, promote shared 
responsibility for improving our health, 
and address the medical concerns of 
greatest importance to us all.” 



Value-Based Insurance Design 
Implications Beyond Primary Prevention 

• A substantial majority of private sector V-BID 
programs include reduced cost-sharing for 
evidence-based services for established diseases  
– Medications, eye exams for diabetes 
– Behavioral therapy, meds for depression 
– Long-acting inhalers, spirometers for asthma 
– Minimally invasive surgery 

• Future regulations should allow payers to adjust 
cost-sharing based on evidence-based guidelines  

 
 

 



Value Based Insurance Design  
Align with Health Reform Initiatives 

• Wellness Programs 
• Disease Management 
• Health Information Technology 
• Health Insurance Exchanges 
• Payment Reform 

• Patient-Centered Medical Home 





Value Based Insurance Design  
Align with Health Reform Initiatives 

• Wellness Programs 
• Disease Management 
• Health Information Technology 
• Health Insurance Exchanges 
• Payment Reform 
• Creation of High Value Networks 



Value-Based Insurance Design  
Improving Care and Bending the Cost Curve 

• The ultimate test of health reform will be whether 
it improves health and addresses rising costs   

• The use of “clinically sensitive” incentives [and 
disincentives] to encourage [and discourage] 
patient and provider behavior to redistribute 
medical expenditures will ultimately produce 
more health at any level of health expenditure 

 

www.vbidcenter.org 
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