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Health Care Costs Are a Top Issue For Purchasers and Policymakers:

Solutions must protect consumers, reward providers and preserve innovation

* Innovations to prevent and treat disease have led to impressive
reductions in morbidity and mortality

* [rrespective of remarkable clinical advances, cutting health care
spending is the main focus of reform discussions

e 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

V-BID



Moving from the Stone Age to the Space Age:

|H

Change the health care cost discussion from “How much” to “How wel

e 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

V-BID



Americans Do Not Care About Health Care Costs;

They Care About What It Costs Them

U.S. Adults’ Ability to Afford

Top 10 health-related concerns Healthcare at a Five-Year Low
PERCENTAGE VERY CONCERNED AMONG U.S. ADULTS AGE 50 AND OLDER
An estimated 2.8 million more Americans reported inability to afford

1. Costof medical care [N 56% healthcare in 2025 compared with 2024
2. Cost of home care, assisted living, _ 56%
or nursing home care 0
3. Cost of prescription medications _ 54% .
Healthcare costs are the leading causes of:
4. Financial scams and fraud _ 53% . .
| | e Personal debt - 30 million Americans
5. Cost of health insurance / Medicare _ 52%

6. Costotdentalcare [ 5% borrowed an estimated $74B in 2024

1. Access to quality homeotr:z:]rl:ar,s?:gsirs]:)el:;i\éi:?é _ 38% o O N- | | ne fu N d ra | sers
8. Health care quality _35% i Pe I’SOﬂ8| ba N krU ptCy

9. Inaccurate or misleading health information _ 34%

10. Access to affordable healthy foods _ 33%
Respondents were asked to rate the level of concern about 26 heaith-related topics for older aduits in their community EDITORIAL | VOLUME 122, ISSUE 8, P699, AUGUST 2009 &l Download FU" |SSU€

Source: University of Michigan National Poll on Healthy Aging, May/June 2024

Only in America: Bankruptcy Due to Health Care Costs

James E. Dalen, MD, MPH




Americans Do Not Care About Health Care Costs;

They Care About What It Costs Them

Percent of Americans With a Deductible Average Deductible by Plan Type in 2019

00 T S T lndiVidual Coverage

” $1,857

$1,655
$1,200
80
Family Coverage
70 '
$4,307
. $4.779
 $2.905
50

06 07 08 09 10 11 12 13 14 15 16 17 18 19 B rro B POsS B HDHP HMO



Inspiration (Still)

| 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, 1934-2024)

V-BID



“Blunt” Cost-Sharing Worsens Health Care Disparities

Effects of Increased Patient Cost Sharing on Socioeconomic
Disparities in Health Care

Michael Chernew, PhD' Teresa B. Gibson, PhD? Kristina Yu-lsenberg, PhD, RPh®
Michael C. Sokol, MD, MS* Allison B. Rosen, MD, ScD?, and A. Mark Fendrick, MD?

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

conditions

Chernew M. J Gen Intern Med 23(8):1131-6. ‘ V- B I []



Nearly Half of Adults Say It Is Difficult To Afford Health Care Costs, Including Large Shares of
the Uninsured, Black and Hispanic Adults, and Those With Lower Incomes

In general, how easy or difficult is it for you to afford your health care costs?

Very/Somewhat easy Very/Somewhat difficult

Total %

Insurance status among adults ages 18-64

nsurec o
Race/Ethnicity

Hispanic

whit

Household income

Less than $40,000

$40,000-$89,999

Note: See topline for full question wording. KFF

Source: KFF Health Tracking Poll (May 5-26, 2025) - Download PNG
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If . What's Wrong With Health
you have insurance, you ?D d bl A
shouldn’t be paying full price lnsyr;mce. eductibles Are
for insulin Ridiculous, for Starters.

July 7, 2022



Alternative to “Blunt” Consumer Cost-Sharing:

A Clinically Nuanced 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

V-BID



ACA Sec 2713: Selected Preventive Services be Provided without Cost-Sharing

e 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)

V-BID



"4 ASPE oo ISSUE BRIEF

HEALTH POLICY
January 11, 2022

Access to Preventive Services without Cost-Sharing:
Evidence from the Affordable Care Act

* Over 230 million Americans have enhanced access to preventive services
e 150 million with private insurance — including 58 M women and 37 M children
* 61 million Medicare beneficiaries
* Approximately 20 million Medicaid adult expansion enrollees

* A majority of studies showed increases in use of fully covered services

* Studies that included socioeconomic status reported more substantial increases in
utilization of preventive services in financially vulnerable patients, suggesting that the
policy reduced disparities in the delivery of preventive care



ACA Sec 2713: Selected Preventive Services be Provided without Cost-Sharing

* 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)

By amending Sec 2713, the CARES Act of 2020 mandated
COVID-19 testing and vaccines to be provided without
patient cost-sharing

V-BID
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High Out of Pocket Costs are Common and Impactful For Medicare Beneficiaries

One-third of Medicare beneficiaries said it was somewhat or very

difficult to afford health care costs, including half of people under
age 65

More than one in four Medicare beneficiaries said health care costs

made it harder for them to afford food and utility bills in the past 12
months

More than one in five Medicare beneficiaries said they or a family member
delayed or skipped needed care because of the cost in the past 12 months



Inflation Reduction Act of 2022 Includes Several V-BID Elements

* Caps Medicare patients' out-of-pocket costs at $2,000
per year, with the option to break that amount into
affordable monthly payments (begins in January 2025)

e Covers adult vaccines recommended by the Advisory
Committee on Immunization Practices under Medicare
Part D without cost-sharing (implemented 2023)

e Caps Medicare patients' out-of-pocket costs for insulin
at S35 per month (implemented 2023)

Y
A
D




Medicare out-of-pocket cost cap, with the option to break
that amount into affordable monthly payments

Estimated True Out-of-Pocket Cost Changes From the Inflation Reduction

Act on Medicare Part D Beneficiaries With Cancer

Aryana Sepassi, PharmD, MAS, Nico Gabriel, MA, Sean D. Sullivan, PhD, A. Mark Fendrick, MD, Jason A. Zell, DO, MPH,
Dana B. Mukamel, PhD

Option to break that amount into affordable monthly payments

Potential Impact of the Medicare Prescription Payment Plan
for Medicare Part D Beneficiaries With a Cancer Diagnosis

Aryana Sepassi, PharmD, MAS' (*); Scott D. Ramsey, MD, PhD?("); A. Mark Fendrick, MD?; Nico Gabriel, MA'; Jason A. Zell, DO, MPH*();

Dana B. Mukamel, PhD®*("): and Sean D. Sullivan, PhD®



While insulin fills

Increased among

Medicare Part D
enrollees after the cap,

the number of fills for
those without Medicare
dropped during the
same period.

July 24, 2023

Insulin Fills by Medicare Enrollees and Out-
of-Pocket Caps Under the Inflation
Reduction Act »

Rebecca Myerson, MPH, PhD'; Dima M. Qato, PharmD, MPH, PhD?; Dana P. Goldman, PhD?; John
A. Romley, PhD?

B/ Insulin fills with cost sharing of <$35

0.7+

® Without Medicare Part D insurance in patients aged 60-64 y

0.6 With Medicare Part D insurance in patients aged 65-74 y
0.5

0.4

0.3 ™

0.1

Insulin fills with cost sharing of <$35, in millions

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr

| | |
2021 2022 2023

Time

20



Following the IRA
Implementation, Part D
shingles vaccinations
Increased by 46% and

decreased among
commercial insurance
over the same period

Shingles Vaccination in Medicare Part D After Inflation

Reduction Act Elimination of Cost Sharing

Dima M. Qato, PharmD, MPH, PhD"2; John A. Romley, PhD23; Rebecca Myerson, MPH, PhD24; et al
L3

% Author Affiliations | Article Information

Figure. Shingles Vaccine Dispensing With Commercial and Medicare Part D Insurance From
January 2022 to December 20232

500000 -

400000
[=)]
(7]
=
=1
= 300000
2
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=
= 200000
=
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100000 Medicare Part D

Commercial insurance
0 . . : , :
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Time

9These data are from IQVIA's National Prescription Audit and measure monthly dispensing for shingles vac-

cines administered at retail pharmacies. 51



HSA-HDHP Reform — What’'s on the horizon?

HSA-HDHPs

V-BID



Original IRS Rules Prohibited Coverage of Chronic Disease Care Until HSA-

HDHP Deductible is Met

PREVENTIVE CARE COVERED CHRONIC DISEASE CARE

Dollar one NOT covered until deductible is met




'B¥) U.S. DEPARTMENT OF THE TREASURY

PRESS RELEASES

Treasury Expands Health Savings
Account Benetits for Individuals
Sutfering from Chronic
Conditions

July 17, 2019 ]



Under Notice 2019-45

List of Services and Drugs for Certain Chronic Conditions Classified as Preventive Care

Preventive Care for Specified Conditions

For Individuals Diagnosed with

Angiotensin Converting Enzyme (ACE) inhibitors

Congestive heart failure, diabetes, and/or
coronary artery disease

Anti-resorptive therapy

Osteoporosis and/or osteopenia

Beta-blockers

Congestive heart failure and/or coronary artery
disease

Blood pressure monitor

Hypertension

Inhaled corticosteroids Asthma
Insulin and other glucose lowering agents Diabetes
Retinopathy screening Diabetes
Peak flow meter Asthma
Glucometer Diabetes
Hemoglobin Alc testing Diabetes

International Normalized Ratio (INR) testing

Liver disease and/or bleeding disorders

Low-density Lipoprotein (LDL) testing

Heart disease

Selective Serotonin Reuptake Inhibitors (SSRIs)

Depression

Statins

Heart disease and/or diabetes

V-B10



Three Quarters of Employers Expanded Coverage of Chronic Disease Services
Allowed Under IRS Rule 2019-45, Enhancing Access for Millions of Enrollees

New Research Finds That Expanding Pre-Deductible
Coverage in Health Savings Account-Eligible Health Plans
Increased Patient Compliance with Medication Regimens

SOURCE: Fronstin, Paul, and A. Mark Fendrick, “Employer Uptake of Pre-Deductible Coverage for Preventive Services in HSA-Eligible Health Plans,”

EBRI Issue Brief, no. 542 (October 14, 2021). ‘ V B I D



Chronic Disease Management Act of 2023: Expands Services and Drugs for

Chronic Conditions Classified as Preventive Care

117tH CONGRESS
1ST SESSION S - 1 42 4

To amend the Internal Revenue Code of 1986 to permit high deductible health plans to provide chronic disease prevention services to plan enrollees prior to
satisfying their plan deductible.

IN THE SENATE OF THE UNITED STATES

ArriL 28, 2021
Mr. Taune (for himself and Mr. Career) introduced the following bill; which was read twice and referred to the Committee on Finance

A BILL

To amend the Internal Revenue Code of 1986 to permit high deductible health plans to provide chronic disease prevention services to plan enrollees prior to
satisfying their plan deductible.

Be it enacted by the Senate and House of Representatives of the United States of America in Congress assembled,

V-BID



One Big Beautiful Bill Act (OBBBA) introduces changes to HSA-HDHPs, effective

January 1, 2026

 Permanently allowing telehealth to be covered without disqualifying
an HSA

e Direct Primary Care (DPC) arrangements no longer prevent HSA
contributions, provided their cost is within certain limits

 Expanding HSA eligibility to include individuals with Bronze and
Catastrophic ACA plans

V-BID



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

Low-Value Care

V-BID



Paying for More Generous Coverage of High Value Care:

Reduce Spending on Low Value Care

* Increase premiums — politically not Examples include:
feasible = Y |
. . n Vitamin D screening tests
 Raise deductibles and copayments —
‘tax on the sick’ Diagnostic tests before ;p:‘,

low-risk surgery

"‘: \? 7\
N
)

e Reduce spending on low value care

PSA screening for men 70
Y and older

Branded drugs when identical %
$345 generics are available

> Low-back pain imagin
P ging

within 6 weeks of onset

BILLION

V-B10



Research Letter D

Projected Savings From Reducing Low-Value Services in Medicare

David D. Kim, PhD'2; A. Mark Fendrick, MD34

Medicare could save $3.6B without risk to older
adults, study suggests

Fewer low-value tests, scans and procedures could also save older adults $800M in out-of-
pocket costs

August 1,202511:00 AM
Author | Kara Gavin >



Paying for More Generous Coverage of High Value Care:

Reduce Spending on Low Value Care

Health Affairs Scholar, 2024, 2(11), qxae133 H ed lth Afh Ir's

https://doi.org/10.1093/haschl/qxae133

Advance access publication: October 23, 2024 SChOlar

Brief Report OXFORD

EMERGING & GLOBAL HEALTH POLICY

Increased spending on low-value care during the COVID-19
pandemic in Virginia

Michelle S. Rockwell’*©, Sitaram Vangala?, Jillian Rider*®, Beth Bortz*, Kyle Russell*®,
Marcos Dachary®®, Lauryn Walker*®, A. Mark Fendrick®®, John N. Mafi’-®

HEALTH AFFAIRS > VOL.44,NO.3: PHARMACEUTICALS, PRIVATE EQUITY, CHILD HEALTH & MORE

Demographic Variation In US Outpatient
Hydroxychloroquine And Ivermectin
Use During The COVID-19 Pandemic

Michelle S. Rockwell, Sitaram Vangala, Michael Hadfield, Jonathan Cantor, Dale Skinner, Melody Craff,
A. Mark Fendrick, Cheryl L. Damberg, Katherine Kahn, and John N. Mafi



https://doi.org/10.1377/hlthaff.2024.00452

CMS Launches WISeR Model to reduce wasteful, low-value services

CMS.gov WISeR (Wasteful and Inappropriate Service
Reduction) Model

Examples of selected items and services include:

e skin and tissue substitutes;
* implantation of electrical nerve stimulators;
e knee arthroscopy for knee osteoarthritis

V-BID



V-BID X:

Better Coverage, Same Premiums and Deductibles

V-BID



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

or Deductibles

Clinically driven plan designs, like V-BID X,
reduce spending on low-value care

HIGH-VALUE

CARE
CARE
D AFTER

..creating headroom to reallocate spending
to high-value services without increasing
premiums or deductibles \-BID

LOW-VALUE
CARE

>

HIGH-VALUE
CARE

€ BEFORE




High Value Generic Drug Classes with Zero

V-BID X: Creating A Value-Based Insurance Cost Sharing
. ACE inhibitors and ARBs
Design Plan For The Exchange Market Anti-depressants
Antipsychotics
: : > - Anti-resorptive therapy
Haley Richardson, Michael Budros, Michael E. Chernew, A. Mark Fendrick Antiretrovirals
Antithrombotics/anticoagulants
JULY 15, 2019 10.1377/hblog20190714.437267 Beta blockers

Buprenorphine-naloxone
Glucose lowering agents
Inhaled corticosteroids
Naloxone

MAY 08,2020  MORE ON MEDICARE & MEDICAID Rheumatoid arthritis medications

C M S p rO m Ot e S Va I u e- b a S e d fﬁﬁ%:il:ggﬁon treatments
insurance design in final payment | |
notice for 2021 Y Reduced Cost Sharing

Much of CMS's framework—including a list of high-value services that insurers could cover Anti-TNF (tumor necrosis facton) |
Hepatitis C direct-acting combination

with little no impact on premiums but better care incentives—comes from the University of Pre-exposure prophylaxis for HIV (PrEP) 1

Michigan’s Center for Value-Based Insurance Design. The list includes a number of the same
preventive care benefits that can be newly provided by a high-deductible health plan paired with
a health savings account on a pre-deductible basis under Treasury guidance from July 2019.

Specific Low Value Services Considered

Proton beam therapy for prostate cancer
Spinal fusions

Vertebroplasty and kyphoplasty

Vitamin D testing




Enhancing Access and Affordability to Essential Clinical Services

Money Should Follow Health, Not Health Follow Money

Keep watchful eye on the future role of the USPSTF, ACIP, HRSA

* Reduce consumer barriers to high-value clinical services

* Out of pocket costs (e.g., premiums, deductibles, co-insurance)
e Utilization management (e.g., prior authorization, step-edits)

* |dentify, measure and reduce low-value care to pay for more generous
coverage of high-value care

* Implement clinically-driven plan payment reform (not fee-for-service,
technologies (e.g. Al) and benefit designs (e.g., V-BID X) that increase use of
high-value services and deter low value care






Thank you

Questions?

www.vbidcenter.org

@UM_VBID

MICORRP \-BID
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