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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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• 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  

• Then came the coronavirus…

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



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



About Half of the Public Says They Have Skipped or Postponed 
Medical Care because of the Coronavirus Outbreak

Source: Sara Collins et al., “New Survey Finds Americans Suffering Health Coverage Insecurity Along with Job Losses. To the Point.  Commonwealth Fund. 
Retrieved from: https://www.commonwealthfund.org/blog/2020/new-survey-finds-americans-suffering-health-coverage-insecurity-job-losses



About a Third Say They Skipped or Postponed Medical Care Due to 
COVID-19 but Will Get Needed Care in Next Few Months

Source: Sara Collins et al., “New Survey Finds Americans Suffering Health Coverage Insecurity Along with Job Losses. To the Point.  Commonwealth Fund. 
Retrieved from: https://www.commonwealthfund.org/blog/2020/new-survey-finds-americans-suffering-health-coverage-insecurity-job-losses



A Second Health Care Pandemic will Follow COVID-19
We Need to Prepare for is What to Come
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• Build on existing alternative payment models that base 
reimbursement on patient-centered outcomes. increase 
reimbursement for high-value services and reduce or cease payment 
for known low-value care 

• Leverage the widespread adoption of electronic health records 
(EHRs) to make it easier to order high-value care with simplified 
processes and discourage the use of low-value care with alerts

• Align patient cost-sharing with the clinical value of services;     
reduce out of pocket cost on high value services and increase patient 
cost on low value care 
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Americans Do Not Care About Health Care Costs; 
They Care About What It Costs Them



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



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)



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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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



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



Putting Innovation into Action:
Translating Research into Policy



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



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



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
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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
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Confronting the ‘New Normal’ 

• Less $ for everything

• Everyone looking to reduce spend

• Increased scrutiny on low value care

• Changes in care delivery patterns

• While popular, quality and cost impact of telemedicine is uncertain

• Shift to evidence based services



Issues for Payers in the ‘New Normal’ 

• New costs

• COVID-19 care

• Copay waivers for COVID-19 care and telemedicine

• How much volume returns?

• Cost of coronavirus vaccine



Enhancing Access and Affordability to Essential Clinical Services: 
Clinically-driven Policies Should Drive the ‘New Normal’

• Implement clinically-driven payment reforms, technologies and 
benefit designs that increase use of high-value services and deter low 
value care



“If we don’t succeed then we will fail.”

Dan Quayle


