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Hail to the Frontline

So many selfless people are doing truly wonderful things to successfully 
defeat this pandemic.  Thank you.
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• Innovations to prevent and treat disease have led to impressive 
reductions in morbidity and mortality 

• Irrespective of remarkable clinical advances, cutting health care 
spending is the main focus of reform discussions

• Underutilization of high-value care persists across the entire spectrum of 
clinical care leading to poor health outcomes

• Our ability to deliver high-quality health care lags behind the rapid pace 
of scientific innovation

Health Care Costs Are a Top Issue For Purchasers and Policymakers:
Solutions must protect consumers, reward providers and preserve innovation



Star Wars Science



Flintstones Delivery



• Everyone (almost) agrees there is enough money in the US health care 
system; we just spend it on the wrong services and in the wrong places

• Policy deliberations focus primarily on alternative payment and pricing 
models

• Moving from a volume-driven to value-based system requires a change in 
both how we pay for care and how we engage consumers to seek care  

• The most common patient-facing strategy - consumer cost-sharing – is a 
‘blunt’ instrument, in that patients pay more out of pocket for ALL care 
regardless of clinical value

Moving from the Stone Age to the Space Age
Change the health care cost discussion from “How much” to “How well”



Health Plan Deductibles have grown more than ten times faster than inflation 
over the last decade



Americans Do Not Care About Health Care Costs; 
They Care About What It Costs Them



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.“ ”

Inspiration (Still)

- Barbara Fendrick (my mother)

Inspiration (Still)



“Blunt” Cost-Sharing Worsens Health Care Disparities

• Cost-sharing worsens disparities and adversely affect health, particularly 
among economically vulnerable individuals and those with chronic 
conditions

13Chernew M. J Gen Intern Med 23(8):1131–6.



A Second Health Care Pandemic will Follow COVID-19
We Need to Plan Accordingly



Concerns Regarding COVID-19 Out of Pocket Costs

68% of adults report out-of-
pocket costs would be very or 
somewhat important in their 
decision to get care if they 
had coronavirus symptoms



Concerns Regarding COVID-19 Out of Pocket Costs

$1,050

$1,100

$1,150

$1,200

$1,250

$1,300

$1,350

$1,400

$1,450

Commercial
Plans

Traditional
Medicare

Medicare
Advantage

• 68% of adults report out-of-
pocket costs would be very or 
somewhat important in their 
decision to get care if they had 
coronavirus symptoms

• Insured patients are responsible 
for over $1,000 for a COVID-19 
hospitalization

Patient Cost for COVID-19 Hospitalization



Concerns Regarding Coronavirus Out of Pocket Costs:
Americans Cannot Afford a COVID-19 Deductible
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• 68% of adults report out-of-
pocket costs would be very or 
somewhat important in their 
decision to get care if they 
had coronavirus symptoms

• Insured patients are 
responsible for over $1,000 
for a COVID-19 hospitalization

• 40% of Americans do not have 
$400 for an expected expense

Patient Cost for COVID-19 Hospitalization



A Second Health Care Pandemic will Follow COVID-19
We Need to Prepare for is What to Come



Alternative to “Blunt” Consumer Cost-Sharing:
A Clinically Driven Approach

A “smarter” cost-sharing approach that encourages consumers 
to use more high value services and providers, but discourages 

the use of low value ones
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► Listen to TRADEOFFS 
podcast to learn how 
two friends—a doctor 
and an economist—
spent more than 20 
years trying to redesign 
insurance around one 
simple but elusive goal: 
make the good stuff 
more accessible than 
the bad stuff.

https://tradeoffs.org/2019/12/11/season-1-ep-5/

https://tradeoffs.org/2019/12/11/season-1-ep-5/
https://tradeoffs.org/2019/12/11/season-1-ep-5/
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Alternative to “Blunt” Consumer Cost Sharing:
Value-Based Insurance Design (V-BID) 

• Sets consumer cost-sharing 
on clinical benefit – not 
price

• Little or no out-of-pocket 
cost for high value care; high 
cost share for low value care

• Successfully implemented 
by hundreds of public and 
private payers



V-BID: 
Rare Bipartisan Political and Broad Multi-Stakeholder Support

• HHS
• CBO
• SEIU
• MedPAC
• Brookings Institution
• Commonwealth Fund
• NBCH
• American Fed Teachers
• Families USA
• AHIP
• AARP
• DOD
• BCBSA

• National Governor’s Assoc.
• US Chamber of Commerce
• Bipartisan Policy Center
• Kaiser Family Foundation
• American Benefits Council
• National Coalition on Health Care
• Urban Institute
• RWJF
• IOM 
• Smarter Health Care Coalition
• PhRMA
• EBRI
• AMA
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Putting Innovation into Action:
Translating Research into Policy



ACA Sec 2713:  Selected Preventive Services be Provided without Cost-Sharing
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• 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 137 million Americans have received expanded coverage of preventive 
services



USPSTF: Preventive Services A or B Rates Services Provided without 
Cost-Sharing, 2019-2020

• HIV screening for adolescents, 
pregnant women, and adults 15 to 
65 years

• HIV pre-exposure prophylaxis

• Hepatitis B and bacteriuria 
screening for pregnant women

• BRCA risk assessment, and genetic 
counseling/testing for those with a 
family history

• Breast cancer preventive medication 
for women at increased risk

• Abdominal aortic aneurysm 
screening for men aged 65-75 who 
have ever smoked

• Hepatitis C virus infection screening 
for adults aged 18 to 79 years



Putting Innovation into Action:
Translating Research into Policy



Average annual Medicare out-of-pocket spending exceeds $5,000



The ‘January Effect’ for Medicare Part D Beneficiaries 
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Implementing V-BID into Medicare:  Legislative Barriers
Implementing V-BID in Medicare 



“Implementing V-BID in Medicare will take an Act of Congress”



H.R.2570/S.1396: Bipartisan “Strengthening Medicare Advantage Through 
Innovation and Transparency” - Directs HHS to establish a V-BID demonstration 

• Directs HHS to establish a 
V-BID demonstration for 
MA beneficiaries with 
chronic conditions 

• Passed US House with 
strong bipartisan support 
in June 2015
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Medicare Advantage V-BID Model Test:  Expanded Opportunities 

Reduced cost-sharing 
permissible for:
• High-value services
• High-value providers
• Participation in disease 

management or related 
programs

• Additional supplemental 
benefits (non-health 
related)

Wellness and Health Care Planning

Advanced care planning

Incentivize better health behaviors

Rewards and Incentives

$600 annual limit

Increase participation

Available for Part D

Telehealth

Service delivery innovations

Augment existing provider networks

Targeting Socioeconomic Status

Low-income subsidy

Transportation, nutrition support
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Putting Innovation into Action:
Translating Research into Policy



• 2017:  Obama Administration - reduce or eliminate 
co-pays and other cost sharing for certain high 
services and providers

• 2018:  Trump Administration – reduce cost sharing 
for high value drugs on the uniform formulary



HSA-HDHP ReformHSA-HDHP Reform



PREVENTIVE CARE COVERED 
Dollar one

CHRONIC DISEASE CARE
NOT covered until deductible is met

2004 IRS Code - High deductible health plans could not cover clinical services 
used to treat ‘existing illness, injury or conditions’ until the plan deductible was 
met





2019 – IRS Notice 2019-45:  Specific services and drugs used to treat certain 
chronic conditions can we covered before the plan deductible is met



List of services and drugs for certain chronic conditions that will be classified as 
preventive care under Notice 2019-45



Notice 2019-45 is voluntary for HDHPs



Chronic Disease Management of 2020 – Bipartisan bill expands list of 
services that could be covered before the plan deductible is met



HSA-HDHP ReformV-BID and the COVID-19 Response

• March 11:  IRS Notice 2020-15 - extended pre-deductible coverage for 
medical services to test for and treat the virus

• March 18:  Families First Coronavirus Response Act 

• Eliminated cost-sharing for COVID-19 testing 

• Eliminated cost-sharing for any in-person or telehealth provider visit 
that results in a COVID-19 test



March 27 - Coronavirus Aid, Relief, and Economic Security (CARES) Act
• Allows HDHPs to cover Telehealth (not just COVID-19 related) on a pre-

deductible basis
• Mandates coverage of COVID-19 diagnostic testing without cost sharing 

by all plans 
• Amends Public Health Service Act Section 2713, requiring all plans to 

cover Coronavirus vaccine without consumer cost-sharing

V-BID and the COVID-19 Response



V-BID and the COVID-19 Response:  
Progress with COVID-19 Treatment 
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Paying for More Generous Coverage of High Value Care:
Reduce Spending on Low Value Care



Paying for More Generous Coverage of High Value Care:
Reduce Spending on Low Value Care

• Increase premiums – politically not 
feasible
• Raise deductibles and copayments –

‘tax on the sick’
• Reduce spending on low value care



V-BID X: 
Better Coverage, Same Premiums and Deductibles



V-BID X: Expanding Coverage of Essential Clinical Care Without Increasing 
Premiums or Deductibles







HHS 2021 Proposed Payment Rule Strongly Endorses V-BID X



Enhancing Access and Affordability to Essential Clinical Services during COVID-19 
and Beyond:  A Role for V-BID in the ‘New Normal’ 
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“This pandemic has uncovered a flaw in current benefit designs that do 
not provide affordable coverage for critical services—including care to 
treat COVID-19–related illness. Now that COVID-19 has exposed this 

problem to all Americans, the time has come for public and private health 
insurers to revisit their benefit designs to provide better access to 

essential services and deter the use of low value care.”



Enhancing Access and Affordability to Essential Clinical Services: 
A Role for V-BID in the ‘New Normal’ 

• Expand pre-deductible coverage/reduce consumer cost-sharing on 
high-value clinical COVID-19 related care and other essential chronic 
disease services 

• Identify, measure and reduce low-value care to pay for more generous 
coverage of high-value care

• Implement clinically-driven plan designs that increase use of high-
value services and deter low value care



“If we donʼt succeed then we will fail.”

Dan Quayle



The Greater the Storm, the Brighter the Rainbow

www.vbidcenter.org

@UM_VBIDPhoto Courtesy of John Carethers MD, April 7, 2020

Hail to the Frontline

http://www.vbidcenter.org/

