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“One of the lessons of history is that 
nothing is often a good thing to do 
and always a clever thing to say.”

Will Durant



Value Based Insurance Design 
Acknowledge the Cost / Quality Divide

Need for employers to constrain health care 
cost growth is the critical element

In most surveys, “high performing employers”
are those who spend less on health care

Almost all of these analyses lack an 
assessment of clinical outcomes

Revisit motivation for health benefits



Value Based Insurance Design 
Acknowledge the Cost / Quality Divide

Quality improvement initiatives are designed to 
improve patient self-management by 
enhancing compliance with specific high value 
interventions

At the same time, rising co-payments create 
financial barriers that discourage the use of 
recommended services 



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

Barbara Fendrick (my mother)



Cost-sharing within Plan Design Affects 
Adherence to Chronic Disease Drugs



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 decrease use of 
essential services due to cost shifting





Value Based Insurance Design 
Acknowledge and Respond to Heterogeneity

Medical services differ in the level of clinical 
benefit they provide

The clinical benefit derived from a specific 
medical service likely differs, depending on the 
patient population who is using it





Value Based Insurance Design 
Acknowledge and Respond to Heterogeneity 

Value-based benefit packages adjust patients' 
out-of-pocket costs for health services on an 
assessment of the clinical benefit to the 
individual patient  

The more clinically beneficial the therapy for 
the patient, the lower that patient's cost share 

Higher cost sharing is applied to interventions 
with little or no proven benefit 





Value Based Insurance Design 
“Clinically Sensitive, Fiscally Responsible”

“We believe that relying on clinically 
informed financial incentives – for patients 
and providers – will be useful in achieving 
improved health outcomes for any level of 

health care expenditures.”

Fendrick and Chernew.  JGIM.  May 2007.



Value-Based Insurance Design:
From Concept to Reality



“Reality is a crutch for people who 
cannot cope with drugs”

Lily Tomlin



Can a VBID intervention be successfully 
implemented?

Value Based Insurance Design
Keys to Acceptance 







Will the program be accepted by beneficiaries?

Value Based Insurance Design
Keys to Acceptance 



M Healthy:  Focus on Diabetes 
Employee Responses

“I just wanted to say thank you for the new 
initiative on diabetes!  As a staff member at 
the University I have always felt blessed for 
the health benefits that are available to me….  
Besides insulin, I take Lipitor and an ACE 
Inhibitor for kidney disease prevention - the 
new initiative is a God-send!”



What are the clinical and economic effects?

Value Based Insurance Design
Keys to Acceptance 



“It is better to do nothing with your 
money than something that you don’t 

understand.”

Suze Orman



Value Based Insurance Design 
Evaluation of M Healthy:  Focus on Diabetes 

Controlled Prospective Trial
Allison Rosen, PI

Outcome Measures
Drug adherence
Selected clinical outcomes
Medication spending
Total health care spending



Value Based Insurance Design 
“Fiscally Responsible, Clinically Sensitive”

Amount saved by preventing adverse 
consequences is directly related to 

Risk of adverse event
Availability of interventions that reduce risk
Non-compliance with risk reducing services

If offset not enough, costs of the increased use 
of high valued services can be subsidized by 
higher cost sharing for services of lower value




	Value Based Insurance Design �Acknowledge the Cost / Quality Divide
	Value Based Insurance Design �Acknowledge the Cost / Quality Divide
	Cost-sharing within Plan Design Affects Adherence to Chronic Disease Drugs 
	Value Based Insurance Design �A Role for “Soft Paternalism”
	Value Based Insurance Design �Acknowledge and Respond to Heterogeneity
	Value Based Insurance Design �Acknowledge and Respond to Heterogeneity 
	Value Based Insurance Design �“Clinically Sensitive, Fiscally Responsible”
	M Healthy:  Focus on Diabetes �Employee Responses
	Value Based Insurance Design �Evaluation of M Healthy:  Focus on Diabetes 
	Value Based Insurance Design �“Fiscally Responsible, Clinically Sensitive”

