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Returning Health to the Health Care Debate 

 Cost growth is the principle focus of health 
care reform discussions  
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Health Care share of GDP made its biggest one-
year jump ever in 2009, going from 16.2 to 17.3% 



Returning Health to the Health Care Debate 
Our Goal is to Improve Health, Not Save Money 

 Substantial underutilization of high value 
health care services persists 
 Wellness 

 Screening 

 Diagnostic testing 

 Therapy 

 Monitoring 





Non-adherence to Newly Prescribed Medications 



 Up to 60% of chronically ill patients have 
poor adherence to evidence-based treatment 

 Responsible for up to one-quarter of all 
hospital and nursing-home admissions 

 Costs from poor adherence estimated to 
exceed $100 billion annually 

Non-Adherence to Evidence-Based Services:  
Clinical and Economic Impact 

1.  Dunbar-Jacob,   Journal of Clinical Epidemiology 54 (2001) S57-S60. 



Predicted Life Expectancy Based on Health Care 
Expenditure  



Dealing with the Health Care Cost Crisis  
Interventions to Control Costs 

 Generic Drug Programs 

 Prior Authorization 

 Disease Management 

  Information Technology 

 Payment Reform 

 Make Beneficiaries Pay More 



Dealing with the Health Care Cost Crisis  
Shift Costs to Consumer 

  Increase premiums 

  Increase “one size fits all” cost sharing 
for clinician visits, diagnostic tests and 
prescription drugs 



 Generic drugs - lowest copay 
 Preferred brand - middle 
 Non-preferred brand - highest 

Increased Cost Sharing at Point of Service 
Prescription Drugs - Copay set on Price, not Value 



Cost Sharing Should Not Produce Preventable 
Reductions in Quality of Care 

 The archaic “one-size-fits-all” approach fails 
to acknowledge the differences in clinical 
value among medical interventions and 
among patients  

 Ideally, higher patient co-payments would 
discourage the use of low-value care 



Cost Sharing Should Not Produce Preventable 
Reductions in Quality of Care 

 A growing body of evidence demonstrates 
that cost shifting leads to decreases in 
essential and non-essential care 



Value Based Insurance Design  
Inspiration 

“I can’t believe you had to spend a million 
dollars in grant funding to show that if you 
make people pay more for something they 
will buy less of it.” 

Barbara Fendrick (my mother) 



 Copays increased from $7.38 to $14.38 for 
primary care and from $12.66 to $22.05 for 
specialty care; remained unchanged at $8.33 
and $11.38 in controls 

 In the year after increases - 19.8 fewer annual 
outpatient visits and 2.2 additional hospital 
admissions per 100 enrollees 

Increased Ambulatory Care Copayments and 
Hospitalizations among the Elderly  

1.  Trivedi A. N Engl J Med. 2010 Jan 28;362(4):320-8.. 



Cost-sharing Affects Adherence to Screening: 
Mammography Use in Medicare Beneficiaries 

Trivedi. NEJM.  2008;358:375-383  Travedi A. NEJM. 2008. 





Relationship between Income and Medication Adherence: 
Copay Increases Worsen Socioeconomic Disparities  

Chernew M, Gibson TB, Yu-Isenberg K, Sokol MC, Rosen AB, Fendrick AM. Effects of Increased Patient Cost Sharing on Socioeconomic Disparities in Health Care. Journal 
of General Internal Medicine. 2008;23(8):1131-1136. 



Value Based Insurance Design  
A Role for “Soft Paternalism” 

  If the consumer is not the appropriate decision 
maker, the system should provide incentives to 
offset the undesirable decreased use of 
essential services due to cost shifting 

  It is critical to develop strategies that 
simultaneously address spending growth and 
aim to improve population health 



Cost Containment Efforts Should NOT Produce 
Avoidable Reductions in Quality of Care  

 Value-based packages adjust patients' out-of-
pocket costs and clinician reimbursement for 
specific services based on an assessment of 
the clinical benefit achieved 

 The more clinically beneficial the therapy for 
the patient, the lower that patient's cost share 
and the higher the clinician’s bonus  



Value Based Insurance Design  
Basic Principles 

 Value is the amount of health gained per dollar 
spent on health care services 

 Medical services differ in the clinical benefit 
provided 

 The clinical benefit derived from a specific 
service depends on the patient using it 



Value Based Insurance Design  
More than High Value Prescription Drugs 

 Prevention/Screening 

 Diagnostic tests/Monitoring 

 Treatments 

 Clinician visits 

 Physician groups/Hospitals 



“Lowe's is 
offering 
employees 
incentives in 
the form of 
reduced out-
of-pocket 
costs to come 
to the 
Cleveland 
Clinic for heart 
procedures.”  



 Can VBID be successfully implemented? 

Value Based Insurance Design 
More Health at Any Price 





Thoughts from Leading Employers1 

Which of the following types of VBD programs or enhanced benefit design coverages 
do you currently offer or plan to offer in the future?  

1Data Source: Hewitt’s 2008 Road Ahead Survey 





Value Based Insurance Design  
Improved Health at any Expenditure Level  

 Does it work? 



Chernew,. Health Affairs.  January 2008. 



 What are the economic effects? 

Value Based Insurance Design 
Improved Health at any Expenditure Level  



Value Based Insurance Design  
Economic Effects  

 Incremental costs of the increased use of high 
valued services can be subsidized by:  
1.  Medical cost offsets 





Higher Medication Adherence Associated with Lower    
Total Health Care Costs 

Adherence level (% Days supply / 1 year) 

Sokol MC, McGuigan KA, Verbrugge RR, Epstein RS. Medical Care. 2005;43:521-530. 

1-19%  	
 20-39%  	
 40-59%  	
 60-79%  	
 80-100%	


Rx $	

Medical $	


Diabetes Costs  



Value Based Insurance Design  
Economic Effects  

 Incremental costs of the increased use of high 
valued services can be subsidized by:  
1.  Medical cost offsets 
2.  Reduction in absenteeism/disability costs 







Better Medication Adherence Associated with Fewer 
Short Term Disability Claims 

Burton et al. The Association of Antidepressant Medication Adherence With Employee Disability Absences. Am J Manag Care. 2007;13:105-112. 



Value Based Insurance Design  
Application to Reform Efforts 





   Health Care Reform Law 
   VBID Included 



75th OREGON LEGISLATIVE ASSEMBLY--2009 Regular Session  
House Bill 2009  



Value Based Insurance Design  
Synergies with Health System Reform Efforts 

•  Prevention 
•  Disease Management 
•  Comparative Effectiveness Research 
•  Health Information Technology 
•  Payment Reform 



www.vbidcenter.org 



Final thoughts 

•  Value generation in health care spending occurs 
through appropriate utilization of healthcare services 

•  VBID can steer individuals to use high-value 
services (PCMH) 
–  Increased use of primary care is offset by reductions in use of other 

healthcare services 
–  “Indirect” savings, such as productivity gains and decreased 

disability,  further offset the added PCMH-related spending 



PCMH and value-based insurance 
design 

•  Case Studies 
– City of Battle Creek, Michigan 
–  IBM 
– Geisinger Health Plan 
– Roy O. Martin 
– Whirlpool Corporation 



PCMH and value-based insurance 
design 

•  The objectives of VBID and PCMH are clearly aligned 
toward the critical, yet elusive, goals of quality improve- 
ment and cost containment, and are reinforced by incentives 
incorporated into both programs 

•  The synergistic advantages of supply- and demand-side 
initiatives—as opposed to either alone— would encourage 
the use of high-value care, and ultimately produce more 
health at any level of health expenditure 



Center for Value Based Insurance Design  
More Health at Any Price 

 Engages in the development, evaluation and 
promotion of insurance products that encourage 
the efficient expenditures of health care dollars 
and optimize the benefits of care 

www.vbidcenter.org 


