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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

• 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 Deter use of High and Low Value Services



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

5Chernew M. J Gen Intern Med 23(8):1131–6.
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Restructuring Consumer Incentives to Encourage Value:
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

• Rare Bipartisan Political and Broad 
Multi-Stakeholder Support

• Successfully implemented by 
hundreds of public and private US 
health care payers



Putting Innovation into Action:
Translating Research into Policy



Putting Innovation into Action:
Translating Research into Policy



PREVENTIVE CARE COVERED 
Dollar one

CHRONIC DISEASE CARE
NOT covered until deductible is met

IRS Rules Prohibit Coverage of Chronic Disease Care 
Until HSA-HDHP Deductible is Met

High Deductible Health Plan Reform





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



Significant Uptake of IRS Rule Expanding Pre-Deductible Coverage of 
Chronic Disease Services

Source: Kaiser Family Foundation 2020 Employer Health Benefits Survey. Accessed at: 
http://files.kff.org/attachment/Report-Employer-Health-Benefits-2020-Annual-Survey.pdf 
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Chronic Disease Management of 2021



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



Identifying and Measuring Unnecessary Care: 
Milliman Health Waste Calculator 

▪ Uses claims to measure potentially unnecessary services 

▪ Analyze cost savings potential 

▪ Discover ways to enhance equity, improve quality and patient safety

▪ Generate actionable reports and summaries



Report:
Commonwealth of Virginia Unnecessary Care Initiative

• Among 5.5 million Virginia 
beneficiaries, 1 in 5 received at least 1 
low-value service in 2014

• The 44 low-value services were 
delivered 1.7 million times, which cost 
$586 million (~2% of healthcare spend 
– does NOT include care cascades)



Milliman Health Waste Calculator 
Wasteful PMPM Spending by Quarter
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Milliman Health Waste Calculator 
Wasteful Events/1,000 by Incurred Quarter
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Addressing Low Value Care through the RFP Process

1. Indirect mentions in RFP:

“Please describe general coverage policies and, where applicable, use of 
relevant edits and/or prior authorization requirements, for commonly 
overused services.”





Addressing Low Value Care through the RFP Process

• Pay bonus if LVC < benchmark

• Pay bonus if LVC falls

• Charge penalty if LVC > benchmark

• Do not pay admin cost on top of LVC

• Do not pay 100% fees for LVC

2.  Directly quantifiable LVC measures as part of the RFP



Increase Spending on Essential Clinical Care Without Increasing Premiums or 
Deductibles





Solutions to Increase High-value Care and Reduce Low Value Services

• Access and affordability to high value care must be a policy priority

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

• Incorporate specific language about low value care in RFP

• Align clinically-nuanced payment reform, technologies and health 
benefit designs (i.e., V-BID X) that enhance patient access to high-value 
services and deter the use of low value care



www.vbidcenter.org
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Thank you

Questions?

Discussion

http://www.vbidcenter.org/

