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State Innovation Models Initiative

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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Pathway to Better Health and Lower Costs

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)
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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



Foregoing Preventive Care Due to Cost:

A Bipartisan Problem

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

BO%

60%

40% -

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

said cost is the number
one reason they have not
utilized preventive care
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Pathway to Better Health and Lower Costs

Solutions Are Needed to Enhance Efficiency

e Consumers currently do not have the necessary
information to make informed health care decisions

 While important, the provision of accurate price
and quality data does not address appropriateness
of care

- Additional solutions are necessary to better allocate
health expenditures on the clinical benefit — not
only the price or profitability — of services

4silll



Potential Solution to
Cost-Related Non-Adherence

Clinically [fuanced Cost-Sharing

What is Services differ in clinical benefit produced

clinical
nuance”?

Clinical benefits from a specific
service depend on:




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 WALL DL
by hundreds of public w 0

and private payers
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V-BID: Who Benefits and How?
CONSUMERS ~ PAYERS >  PROVIDERS

",_p X fhicient Enhances
Improves - @; romo eg.f Aoz, '5 °l patient-centered

o\ |
» =

Lowers out- Reduces Aligns with 5
of-pocket costs wasteful spending provider initiatives
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Putting Innovation into Action

Broad Multi-Stakeholder Support

« HHS

- CBO

« SEIU

« MedPAC

« Brookings Institution
 The Commonwealth Fund
« NBCH

- PCPCC

 Families USA

- AHIP

« AARP

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
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Translating Research into Policy

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

* Medicare
HSA-qualified HDHPs
State Health Reform
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ACA Sec 2713: Selected Preventive Services be

Provided without Cost-Sharing

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

 Immunizations recommended by Advisory
Committee on Immunization Practices

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

Over 137 million Americans have received
expanded coverage of preventive services

sl



Putting Innovation into Action:

Translating Research into Policy

Patient Protection and Affordable Care Act

Medicare
HSA-qualified HDHPs

State Health Reform
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H.R.2570/S.1396: Bipartisan “Strengthening Medicare

Advantage Through Innovation and Transparency”

 Directs HHS to

establish a V-BID HR 2570: Strengthening Mgdicare
. Advantage Through Innovation and
beneficiaries with
chronic conditions H.R.2570
° IN THE SENATE OF THE UNITED STATES
« Passed US House with e
Strong bipartisan Receivd: read twice and refemed o the Commiiee on Finance

support in June 2015 ANACT

To amend title XVIIT of the Social Security Act with respect to the treatment of patient encounters in ambulatory surgical centers in determining meaningful EHR

°
i CM S l I RFI use, establish a demonstration program requiring the utilization of Value-Based Insurance Design to demonstrate that reducing the copayments o coinsurance
l S S e S O n charged to Medicare beneficiaries for selected high-value prescription medications and clinical services can increase their utilization and ultimately improve
1 f ‘ 7 B I D hd clinical outcomes and lower health care expenditures, and for other purposes.
rO e O 1 Be it enacted by the Senate and House of Representatives of the United States of America in Congress assembled,
o )
Medicare in October s, o

This Act may be cited as the “Strengthening Medicare Advantage through Innovation and Transparency for Seniors Act of 2015".

2 O 1 4 SEC. 2. TREATMENT OF PATIENT ENCOUNTERS IN AMBULATORY SURGICAL CENTERS IN DETERMINING MEANINGFUL EHR USE.

VB0



Putting Innovation into Action:

Translating Research into Policy

Patient Protection and Affordable Care Act
Medicare

HSA-qualified HDHPs

State Health Reform
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Barriers to V-BID in HSA-qualified HDHPs

Expanding the Deductible-Exempt “Safe Harbor”

« 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 m_[ RS
* 90% of employers support

expanding deductible-

exempt definition to include
chronic disease care

psilll



Potential Solution:

Hc?h (/olue Health Plan

Flexibility to expand IRS

'Safe Harbor" to allow
coverage of additional i
evidence-based services em

prior to meeting .
the plan deductible
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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



Putting Innovation into Action:

Translating Research into Policy

Patient Protection and Affordable Care Act

Medicare
HSA-qualified HDHPs

State Health Reform
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-Based Insur
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Growin
g Role in State Health Ref
eform

 State Ex
change
CO-OPs ges

Medicaid
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s Health Enhancement program

The Key Features of HEP

prior to 2012 connect cut's state employee health plan did not
distinguish petween nigh-vatue services and ow-value services in
determining :05t~shanngfor beneﬁdar'xeg. HEPis different.

Accountubi!ily. HEP ewards state 5, select 7€ aes,
and dEper\deT\tS who commitio @ pumber o respons pilities.

The “ask” of peneficiaries is as
Obtain spaciﬁzd age and gender»appropr'\ate nealth risk
assessments ev'\dence-bas-ed sereenings: and phys cal an
wvision Exam\nat'\cns;
« Underge two dental deanings PS° year’,“ and
. participat® n con d'mnn»appmpriate chronic disease Mana ge-
(ment services N
Spedﬁed gu'vd.e“r\e-based clinical services are required of HEP
enrollees with digbetes, high chc\estem\, nigh plood 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.

geneficiaries may be d'vsenro\\ed from HEP ifthey do ot adnere
tothe reuuirerr\enks outtined sbove. HEP strives 1o avoid this
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Value-B
-Based Insur
gn

Growin
g Role in State Health Ref
eform

: State Exchanges
CO-OPs

o Stat
e Employees Benefit

Plans
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\NSURPANCE DES\GN

V-BID in Action: aprofile of Connecticu\'s

Va‘ue—BasEd nsurence Design (‘«'-BlD}—hnk)ed g5 game changer”
by the National Coalition o7 Health Caré— refersto insurance d

¢ use of ewdente-bﬂsed

payers: purchusers,
health for every dollar
or Y-RID |eads inre-

ve health penefit

plans a7

i‘.unnecﬁcm geeksto jmprove Health and Contain Costs

The State of Conned\cut faced @ pra;ected pudget £aP of 63.8
billien in figcal year 2p12, and state employees wer asked 1@
heltp address h or's

of unions represent'mg state employe® me

employees- The parties focused health
care discussions on possibi\ikiasft\r improving neal
o control jong-term costs- Discussions involving unionS:

Health Enhancemem program

AL wures of HEP
prior to 2014 Connec‘ucu{'s state employae health plan did not

distlnguish petween h'\gh-\ialue gervices nd jow-value services i

determining costéhar'mg(or peneficiaries: HEP IS different.

Accauntubility. HEP rewards state employees: select retirees
and dependants whe commit o2 pumber of cespoosit ities.
The “ask” of peneficia ries s as follows:

» Obtain spec'\ﬁed age and gender? ppmpﬂate heatth risk
assessments, Ev'\dence-based screentngs and phys\ca‘ and
vision Exam'mat'\ons:

« Underge o dental leanings PE° vear',’ and
. participat® in cfnd'tt\on-apprcpda(e chronic disease manag

ment service!
Speciﬁed guil elme—based Clinical servieE are required of HEP
enrollees with diabetes igh arol, high pload pressures

heart diseases asthima, and chromic obstructive pulm i
& enroliees with un

Beneﬁr.iar'xes may be disenro\\ed rom HEP i they 4o
tothe reauiremenks outli
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CMMI awards states for
Innovation in models

Using... =

bundled payments 6

global budgets

|~

accountable care
arrangements

. pay-for-
== performance

amta

TO...

enhance consumer
experience

»

increase patient
centered outcomes

decrease costs

/ cms govinitiatives fstate-innovations/



Model
Test
Awards
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given to 17 states 0 . & given to aid 17 states

ready to implement n33|g|| currently developing

their State Health Care their innovation

Innovation Plans ﬂwal'lls proposals
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SIM goals of cost containment and quality

improvement are better achieved when payment
models are aligned with consumer engagment

« Many “supply side” initiatives are
restructuring provider incentives
to move from volume to value

V-BI0



SIM goals of cost containment and quality

improvement are better achieved when payment
models are aligned with consumer engagment

« “Supply side” initiatives are
restructuring provider incentives to
move from volume to value

« Unfortunately, some “demand-side”
initiatives are moving consumers in
the opposite direction

V-BID



SIM goals of cost containment and quality

improvement are better achieved when payment
models are aligned with consumer engagment

« “Supply side” initiatives are
restructuring provider incentives to
move from volume to value

« Unfortunately, some “demand-side”
initiatives are moving consumers in
the opposite direction

« Adding clinical nuance can improve
quality of care, enhance employee
experience, and contain cost growth




Incerperating Clinical Nuance in SIM

Aligns payer and consumer incentives
Improves patient-centered outcomes

Reduces healthcare disparities

Enhances consumer experience

Increases efficiency of medical expenditures

sl



Discussion

University of Michigan Center for
Value-Based Insurance Design

www.vbidcenter.org
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