The Road Ahead
Value-Based Design
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Our View of the World

Health Care Happens Between a
Patient and a Provider

Providers

Measure and
Influence

The Challenge:
What design solutions effectively support
and influence positive patient behaviors?
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Opportunity to Realize

Becomes a PATIENT
in a complicated and
fragmented system,
desperate for guidance
and support

An individual

can be edugated until they then
on becoming become
a health care sick
CONSUMER

triggering event

Consumer Behavior Patient Behavior

» Complete a Health Risk Questionnaire » Use an advocate
» Know your biometric data » Ask questions
« Utilize preventive care » Be open to guidance
» Be aware of family medical history » Ensure your understanding of required
* Ensure you have a primary care physician...and treatment
communicate/share information » Comply with all necessary treatment
Traditional Designs Value-Based Plan Designs

Individual Accountability < ——————— DProvider Accountability

To protect the confidential and proprietary information included in this material, it may not be disclosed or provided to any third parties without the approval of Hewitt Associates LLC. 3



Why Do We Need Value-Based Design?

» Only 55% of Americans receive the care they need, as indicated by
medical evidence?!

» 79,000 Americans die each year because they do not receive evidence-
based care for chronic conditions like high blood pressure, diabetes, and
heart disease?

 There are significant, unwarranted, and inexplicable variations in health
care practices across geographic and racial groups®

1RAND; 2NCQA,; 3CDC; 45 10M
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Today’s System

Traditional Strategies to Control Costs

 Denial » Broad Disease Management
 Prior Authorization  Pay Clinicians and Hospitals Less
 Purchasing Arbitrage » Make Employees Pay More

Traditional Design: “One Size Fits All’’ Cost Sharing

Cost share is set on price, not value

An Example:

Primary Care Generic Drugs

Specialist Preferred Brand

11

Urgent Non-Preferred Brand
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Moving from “One Size Fits All” to “Fiscally

Responsible, Clinically Sensitive”

The practice of medicine that scientific studies have evaluated and determined to have
a measurable effect on health outcomes
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Premise Behind Value-Based Design

» Empirical evidence suggests high member cost-sharing reduces utilization of high
value and low value services

— Lead to worse health outcome

» Lowering member cost-sharing may increase utilization of high value services
— Lead to better health outcome

A
v

Lowest cost-sharing
Middle
Highest

Highly-valued services
Effective yet expensive
Unproven or marginal benefit

A
v

A
v

» Needs to work synergistically with initiatives such as CDHPs, DM, and P4P to
optimize healthcare effectiveness and efficiency
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Value-Based Design—Two Approaches

Target Services Target Patients

Enhance benefits for Enhance benefits for specific

clinically valuable services clinically defined categories

across broad population based on patient-specific
characteristics
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Value-Based Design Continuum

Enhance benefits to Enhance benefits to Enhance benefits Enhance benefits to
broad population broad population to targeted population targeted patients
based on based on meeting EB protocol

based on high
compliance data

value service compliance data

v

A

v

A

Target Services Target Patients

»
»

< Patient Identification

Low Specificity High Specificity

e Administrative Complexity >
Lowest Highest

< Benefit Enhancement Cost >
Highest Lowest
< Return on Investment (ROI) >
Lowest Highest
< Patient Accountability s

High

High
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How an Employer Can Start on Tomorrow’s
Reality One Step at a Time—Prescription Drugs

Benchmark
Know your risk

Determine
targeted conditions
and drug classes

Quantify

the opportunity

Create
Rx design that lowers cost-
sharing for essential drugs that
treat targeted conditions

Validate
cost/savings through
actuarial modeling

Ensure
legal compliance and
administrative capabilities

Work
with Pharmacy Benefit
Manager on implementation

Develop
targeted communication/
marketing campaign

Measure

ongoing results
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Value-Based Designs Will Continue to Rapidly

Evolve

Level of Complexity >

A

Low

Integrated RX,
g reee e e medical services,

CROxn;Ji;\ilélnf(;:]g mangozrorl:gr?tnfor a and condition Individual patient
g management for a specific design

comorbidities C?‘:]]d;:::?c?it(i)r condition and
como €S comorbidities

Improvement in Health Outcomes g

-
<

Moderate

Will you be ready?

Health Care Happens...Hewitt Can Help
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How Does a Value-Based Design Fit into the

Overall Health Care Program

— CONSUMER FOCUS | PATIENT FOCUS
1
.................................................................................................................. |
| S
— Coinsurance-based cost-sharing ! ! — Higher coverage for high-valued services
! i when the following are met:
................................................................................................................. | :
1
— Generous preventive and wellness care I : Evidence-based
: medical guidelines
.................................................................................................................. I
1
— Healthy lifestyle programs : | Personal health advocates for J
T | support/guidance
. Significant incentives for HRQ completion and :
: targeted risk management compliance : High performance providers
................................................................................................................... : and centers of excellence
— Multi-channel decision support :
’ : Compliance with condition
! management protocols
|
{
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In Closing ...

Successful employers WILL deliver measurable results:

 Lower than average market trends
 Improving health outcomes
« A more present and productive workforce
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