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Learning Objectives

1. Examine the relationship between cost-sharing and patient
adherence.

2. Explain the concept of “clinical nuance” which recognizes that: (1)
medical services differ in the benefit provided; and (2) the clinical
benefit derived from a specific service depends on the patient using
it, as well as when and where the service is provided.

3. Introduce Value-Based Insurance Design - a program where cost-
sharing is based on an intervention’s clinical benefit - not cost - to
prioritize patients’ out-of-pocket expenditures

4. Review existing evidence on Value-Based Insurance Design
programs.

5. Overview of V-BID implementation in public and private pay‘eu'H II]



Table 1: Risk factors for nodding off at lectures

Odds ratio
Factor (and 95% CI)

Environmental

Dim lighting 1.6 (0.8-2.5)
Warm room temperature 1.4 (0.9-1.6)
Comfortable seating 1.0 (0.7-1.3)
Audiovisual

Poor slides 1.8 (1.3-2.0)
Failure to speak into microphone 1.7 (1.3-2.1)
Circadian

Early morning 1.3 (0.9-1.8)
Post prandial 1.7 (0.9-2.3)
Speaker-related

Monotonous tone 6.8 (5.4-8.0)
Tweed jacket 2.1 (1.7-3.0)
Losing place in lecture 2.0 (1.5-2.6)




Translating Research into Policy:

Shifting the discussion from “How much” to “How well”

- Innovations to prevent and treat disease have led to
impressive reductions in morbidity and mortality

 Regardless of these advances, cost growth is the
principle focus of health care reform discussions

« Despite unequivocal evidence of clinical benefit,
substantial underutilization of high-value services
persists across the entire spectrum of clinical care

 Attention should turn from how much to how well
we spend our health care dollars
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Role of Consumer Cost-Sharing in Clinical Decisions

For today’s discussion, our focus is on
costs paid by the consumer, not the
employer or third party administrator

Ideally consumer cost-sharing levels
would be set to encourage the clinically
appropriate use of health care services

Instead, archaic “one-size-fits-all” cost-
sharing fails to acknowledge the
differences in clinical value among
medical interventions

Consumer cost-sharing is rising rapidly

Health Affairs 2014. doi: 10.1377/hlthaff.2014.0792
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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 (imy mother)
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Cost-sharing Affects Mammography Use by Medicare

Beneficiaries
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High Copays Reduce Adherence to

Appropriate Medication Use

Change in Days Supplied for Selected Drug » When copays were doubled,

in important classes. These

reductions in medication

- High levels were profound

X Diabetes Cholesterol Hypertension > Reductions in medications
s ' ' supplied were also noted for:
_& » NSAIDs 45%

0=‘; » Antihistamines 44%

" » Antiulcerants 33%

ﬁ" » Antiasthmatics 32%

Qm » Antidepressants 26%

~ > For patients taking

2 Lnegicationsc:’or asthma,

= _9E0 iabetes, and gastric

ag,’ 25% -26% disorders, there was a

8 17% increase in annual ER
o

~34% visits and a 10% increase in
hospital stays

ER = emergency room.

Goldman DP et al. JAMA. 2004;291:2344-2350. 9



Medication Affordability After Medicare Part D

Implementation

 Among elderly beneficiaries with four or more chronic
conditions, the prevalence of cost-related non-
adherence increased from 14% in 2009 to 17% in 2011,
reversing previous downward trends

 The prevalence among the sickest elderly of forgoing
basic needs to purchase medicines decreased from 9%
in 2007 to 7% in 2009 but rose to 10% in 2011

Health Aff August 2014 vol. 33 no. 8 1435-1443 ‘ V'Hll[l



Impact of Cost-Sharing on Health Care Disparities

Effects of Increased Patient Cost Sharing on Socioeconomic
Disparities in Health Care

Michael Chernew, PhD' Teresa B. Gibson, PhD? Kristina Yu-lsenberg, PhD, RPh®
Michael C. Sokol, MD, MS? Allison B. Rosen, MD, ScD°, and A. Mark Fendrick, MD®

'Department of Health Care Policy, Harvard Medical School, Boston, MA, USA; ?Thomson Healthcare, Ann Arbor, M1, USA; *Managed Markets
Division, GlaxoSmithKline, Research Triangle Park, NC, USA; “Managed Markets Division, GlaxoSmithKiine, Montvale, NJ, USA; *Departments of
Internal Medicine and Health Management and Policy, Schools of Medicine and Public Health, University of Michigan, Ann Arbor, M, USA.

- Rising copayments worsen disparities and
adversely affect health, particularly among
economically vulnerable individuals and those
with chronic conditions

Chernew M. J Gen Intern Med 23(8):1131-6. ‘ V' Hlll]



Effects of Increased Copayments for Ambulatory

Visits for Medicare Beneficiaries

« Copays increased:
« $7 for primary care visit
« $10 for specialty care visit
- remained unchanged in controls
« In the year after copayment increases:
« 20 fewer annual outpatient visits per 100 enrollees
- 2 additional hospital admissions per 100 enrollees

« Total cost higher for those with increased copayments

Trivedi A. NEJM. 2010;362(4):320-8.. ‘ V Hll I]
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IBM to Drop Co-Pay for Primaryv-Care Visits
Article Comments (4)

. Prirter . - -
(| Ermail = Friendly “hare: !] facebook b Save This ﬂ Text |+

BywWiLLIAM M, BULKELEY

In an unusual bid to cut health-care costs, International Business Machines Corp. plans to stop
reguiring 320 co-payments by employees when they visit primary-care physicians.

The company said it believed the move would save costs by encouraging people to ga to
primary-care doctars faster, in order to get earlier diagnoses that could save on expensive visits
to specialists and emergency rooms.

IEM said that the action applies to the 80% of its warkers who are enrolled in plans in which the
company selfinsures—that is, programs in which it pays the health-care benefits, not insurers.
The new policy doesn't cover IBEM employees in health-maintenance organizations.

Cne of the nation's largest employers with 115 000 LS. workers, IBEM spends about $1.3 billion
a yvear on LS. health care. lts benefit practices are closely watched in the human-resources
community, and its actions are sometimes trend-setters.



Unable to Afford Surgery, Farmer Amputates His Own
Feet

By AMY QIN MAY 14, 2014, 6:56 AM W 1 Comments

E-MAIL For months, Liu Dunhe, a 44-year-old farmer in the southeastern
O o0 province of Anhui, watched as what had begun as several seemingly

R innocuous blisters on his feet deteriorated into severe necrosis. By
W TWITTER late April, his feet had become so rotten that he had already dug
SAVE out several maggots from the dead, odorous flesh, according to a
PrO— report in The Beljing News.

BELLE No longer able to withstand the torturous pain and unable to
NOW PLAYING afford the out-of-pocket expenses for an operation, Mr. Liu
decided that it was time for drastic measures: self-amputation.

V-BID



Foregoing Preventive Care Due to Cost:

A Bipartisan Problem

100% -====-=========-~

H0%: semmrmr et

60%

40% ---

40% of Democrats and
© of Republicans
A41% of Republ

said cost is the number
one reason they have not
utilized preventive care

V-BID



A New Approach: Clinical Nuance

1. Services differ in clinical benefit produced

> B
A

2. Clinical benefits from a specific service depend on:

Who Who Where

eceives it provides it it's provided

O,‘g;Q ad AL
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Implementing Clinical Nuance:

Value-Based Insurance Design

« Sets consumer cost-sharing level on clinical
benefit — not acquisition price — of the service

— Reduce or eliminate financial barriers to
high-value clinical services and providers

* Successfully implemented @W‘ﬂw

by hundreds of public
and private payers
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Value Based Insurance Design

More than High-Value Prescription Drugs

* Prevention/Screening

« Diagnostic tests/Monitoring
 Treatments

* Clinician visits

« High performing networks

- PCMH

« Hospitals

sl



HEALTH AND FITNESS

Northeast OH Healthy Living and Medical Consumer News

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

Harlan Spector, Health News, Insurance, Metro, Real-Time News »

Lowe's will bring its workers to Cleveland
Clinic for heart surgery

By Harlan Spector, The Plain Dealer
February 17, 2010, 3:58AM

-...’ ;
‘ .

s |

View full size Chuck Burton / Associated Press
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Putting Innovation into Action:

Create Broad Multi-Stakeholder Support

« HHS

- CBO

« SEIU

« MedPAC

* Brookings Institution
 The Commonwealth Fund
« NBCH

- PCPCC

« Partnership for
Sustainable Health Care

« Families USA
- AHIP

Lewin. JAMA. 2013;310(16):1669-1670

National Governor’s Assoc.
US Chamber of Commerce
Bipartisan Policy Center
Kaiser Family Foundation
NBGH

National Coalition on
Health Care

Urban Institute
RWJF

IOM

PhRMA

4silll



Translating Research into Policy
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Translating Research into Policy s0c00c0000e

« V-BID included in the Patient Protection
and Affordable Care Act




ACA Sec 2713: Selected Preventive Services be

Provided without Cost-Sharing

* Receiving an A or B rating from the United
States Preventive Services Taskforce
(USPSTF)

 Immunizations recommended by the
Advisory Committee on Immunization
Practices (ACIP)

« Preventive care and screenings supported by
the Health Resources and Services
Administration (HRSA)

Over 100 million Americans have received
expanded coverage of preventive services

4silll



ACA Sec. 2713¢c Regulation:

V-BID Definition

— ﬂ

(l N

“Value-based insurance designs include the
provision of information and incentives for
consumers that promote access to and use

of higher value providers, treatments, and
services.”

B0



Putting Innovation into Action:

Translating Research into Policy

Patient Protection and Affordable Care Act
Medicare

State Health Reform

HSA-qualified HDHPs

B0



HR 5183/S.2783:

Bipartisan “ V-BID for Better Care Act of 2014”

e Bill directs HHS HR 5183: The _VaIue-Based
Insurance Design for Better

to establish a Care Act of 2014
demonstration
11371 CONGRESS
program to test wssor - H, R,
V-BID for To establish a demonstration program requiring the utilization of Value
beneficiaries
preseription medientions and elineal serviees ean inerease thelr utilization

With Chronic il witimmtely improse clinieal outeomes and lower heulth care expendis
conditions

« CMS issues RFI
on role of V-BID
in Medicare ‘t\l;,:”f;\l\“\li’:,.f'i‘_;',":; nl:-l'!htl: ~l,,\,f,',,,,|:,l‘l‘ ,\,l,ll"\ AUER) Introduced the following il

IN THE HOUSE OF REPRESENTATIVES

VB0



Putting Innovation into Action:

Translating Research into Policy

Patient Protection and Affordable Care Act
Medicare

State Health Reform

HSA-qualified HDHPs

B0
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 State E
mployees Benefit Plan
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* State Exchanges
CO-OPs

Medicaid
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y-BID in Action: A profile of Connec’t'\cu\'s Health Enhancement program

Va!uE-Based jnsurance Design (\J-B(D}/hmled gsa''game changer” The Key Features of HEP
by the Mational Coalition an Health Care— refers 0 insurance de- Pl t0 2012, Connecticu"s state employee health plan did not
signs that vary consumer cost-sharing 1o distin guish petween high- dlst’\nguish petween h'xgh-va\ue services and Jow-value cervices in

value and low-value health care services and pruwders, v-BiD en- determining costéhan'ngfcr beneﬁdar'xes. HEPis different.

ails (1. hat det! of evi -pased S .

:e:a‘ci ;;ﬁuc;:‘gh‘? eu:!;ﬂ:am r;fi d‘; sd er E‘:;mf eyi?“;;:‘:zi Accountubrhly. HEP ewards state 5, select 7€ aes,
P ! posing and dependents who committo 2 pumber o responsinlities

The “ask” of beneﬁdanes is as

taxpayers: and consumers can attain MOT€ health for every dotlar . Obi2in specified €€ and gender»appropnate nealth risk
spyiversi £ g for ! i

spent. The v . inre assessments ev"\dence-bas-ed sereenings: and phgslcal an
searchy development: and advocdcy for innovative health penefit vision examinationsi
plans and payment reform initiatives. o Underg? two dental cleanings P yeary and

. participat® n con d'mnn»appmpriate chronic disease Mana ge-

Cﬂnnetﬁcul geeksto improve Health and Containt Costs

The 5tate of tonnedicu{ taced 2 pro]ected pudget £3° of$3.8
bilion it fiscal year 2012, 208 state employees were asked 19
help address the chortfall The Governors officeand 2 coalition
of unions represent'\ng state employees met throughout 201110
discuss 3 wide range of topics: 'mdud’mgthe health pia® covering
active and retired state employees: The parties socused health

care discussions o0 possib'\\'vties (orimpmv'mg health asd means geneficiaries may be d'vsenro\\ed from HEP if they do ot adnere
1o control jong-term costs. Disc ssions IV ghing unions: the tothe requirements qutlined sbove. WEP strives 10 avoid this

(ment services N

Spedﬁed gu'vd.e"me-based clinical services are required of HEP
enrolless with digbetes: igh i alesteroh high b ood pressure:
heart diseases asthima, and chronic ohshuct’we pu\manar'f disor-
der (COPD). There are pra\iis'm\‘\s 1o exempl enroliees with unw
sual of special circumstances from requirements as appropr'vate.



Value-B
-Based Insur
ance DeSi
gn

Growin
g Role in State Health Ref
eform

 State E
mployees Benefit Plan
S

— Connecticut
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— Maine
— New YO rk
— North Carolina
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Putting Innovation into Action:

Translating Research into Policy

Patient Protection and Affordable Care Act
Medicare

State Health Reform

High Deductible Health Plans

B0



HSA-qualified HDHPs:

Too Much “Skin in the Game”?

 More than 25% of employers offer HDHPs

« 85% of enrollees in the individual marketplace
purchased either silver or bronze HDHP plans

« Higher out-of-pocket costs hinder the use of
evidence-based services (even when exempt from

the deductible)

« HDHP enrollees with chronic diseases are more
likely to go without care due to cost or experienced
financial hardship due to medical bills

J Gen Intern Med. 2012;27(9):1105-1111. Health Aff. 2011; 30(2):322-331. ‘ V Hgln



Barriers to V-BID in HSA-qualified HDHPs

« IRS guidance specifically exclude services meant
to treat “an existing illness, injury or condition”
from the definition of preventive care

 Many well-established
quality metrics require the
entire deductible to be met
before coverage begins

* 90% of employers support
expanding deductible-
exempt definition to include
chronic disease care




V-BID HDHP Hybrid with “Smarter Deductibles’:

High Value Health Plan

HVHP allows evidence-based,
services that manage chronic
disease to be deductible-exempt:

 Lower premiums than PPOs and
HMOs; slight premium increase
over existing HDHPs

* >40 million likely enrollees
 Vehicle to avoid “Cadillac tax”

« Substantially lower aggregate
healthcare expenditures on a
population level



Applying V-BID to Specialty Medications

« Impose no more than modest cost-
sharing on high-value services

 Reduce cost-sharing in accordance
with patient- or disease-specific
characteristics Specialty pegj

« Relieve patients from high cost-
sharing after failure on a different
o . A Mark Fari, MD
medication 5o By,

Kimberly Westrich, pa
« Use cost-sharing to encourage
patients to select high-performing
providers and settings o

ANz
: :"I -
v Farmaceytie
G A Maceytic; 198
~Ouncil .*H’.',L.'I'.Z.r'.f'f.'{.‘_".-.!,L BASED sy

Fendrick et al. Center for Value Based Insurance Design.
http://bit.ly/1kMP2cq



Using Clinical Nuance to Align Payer and Consumer

Incentives

Many “supply side” initiatives are
restructuring provider incentives:

« Payment reform

Global budgets
Pay-for-performance
Bundled payments
Accountable care

e Medical homes

* Tiered networks

 Health information technology




Using Clinical Nuance to Align Payer and Consumer

Incentives

Unfortunately, “supply-side”
initiatives have historically paid
little attention to consumer
decision-making or the “demand-
side” of care-seeking behavior:

* Benetfit design
* Shared decision-making

« Literacy

V-BID



Using Clinical Nuance to Align Payer and Consumer

Incentives: As Easy as Peanut Butter and Jelly

« Adding clinical nuance to payment reform and
consumer engagement initiatives can help
improve quality of care, enhance patient

experience, and contain cost growth by removing
waste

AJAC. 2014:2(3);10.
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