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What if health insurance actually made people healthier?

10 tips to take back control of your medical program

Health insurance is in a perpetual state of Health care reform failed to produce cost
devolution. Our medical plans seemingly savings and even added expense as

defy the physical laws of natural selection insurers spread the cost of uninsured
where only the fittest survive and evolve. across their fully insured populations. High
Despite numerous course corrections and deductible plans — held as the salvation of
alleged innovations, the rate of inflation health insurance — succeeded only in

has escalated every decade since the mid- shifting expense back to the employee in
1990s. the name of making us better “shoppers”

of health care.

or b) cost-shifting to the

Benefit Value
Cost increases are usually e
offset by a) benefit decreases,

employee, or c) both

Open enrolliment season is characterized by two dismal messages:
1) your benefits are going down, and 2) your costs are going up.
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A historical view of medical inflation

Despite innumerable course corrections there has been little success in abating the pace of
cost increases

“Schedules of Capitated POS plans High COVID-19 Employers will
benefits” HMOs take enjoy heavy deductible exacerbates need to cap
vanish amid hold along with adoption as a plans flourish existing expenses
the rise of the the use of PCP compromise to  as participants dynamics as forcing plan
PPO. Trend “gatekeeps” conventional are incented to gaps in care sponsors to
goes from 0% reducing trend HMOs. “shop” for create looming seek hyper-
to 12% over the to 4%. Capitation insurance. cost bubbles. performance.
course of the Consumer gives way to Cost-shifting Trend reaches Flight to
decade as backlash spurs FFS contracts.  proves futile as 10.5% — the modernized
“Managed widespread Trend begins trend highest rate programs
Care” makes discontent. to accelerate accelerates to since the occurs.
its debut. 6%+. 7%-8%... introduction of

Health insurance

shifts from DC
toDB

4% Trend

6% Trend

8% Trend

managed care.

10% Trend

The cost of health insurance has tripled since the 1990s. Family health coverage is now the cost of a mortgage for

a 3-BR home.

What is the path forward for employers?

Employers will seek to modernize medical

programs to reduce waste and carrier

profit and improve health outcomes. The

tightening economy will hasten the flight

towards program modernization as

employers seek to reduce balance sheet

burden driven by escalating health care

expense.

In most instances benefits represent a top

5 employer expense at a net cost of

roughly $10,000 per employee per year.

With this cost trending in double digits

and more care-gaps created by COVID-19

underutilization on the way, cautious

employers are looking for solutions.

To make matters worse, new specialty

drugs in stage-3 clinical trials will force

employers to make tough decisions as a

slew of “$1,000,000” miracle cure drugs
hit the market in mid to late 2023. Rx

expense is projected to be the biggest

component of health care cost by 2025.
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Employers will start with an honest
assessment of their benefit program’s
current state. This is the “you are here”
moment as business operators map out a
plan to pursue best-in-class approaches

to program design and funding.

Two thirds of employers with 100 — 500
employees are fully insured. There are
500,000 companies in America who fit

this profile. The buying decision was
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historically a trade: slightly higher cost in

exchange for premium certainty.

That was economical when the cost per
employee per year was $3,000 and
trending at CPI. Today that same buying
decision offers only a guarantee to lock-in
the highest cost of insurance with a
highly predictable 8%-10% increase at
renewal. The economics have changed

and so should our strategies.

60% OF COSTS COME FROM 3%
OF YOUR MEMBERS.

Making conventional plan design increment & decrement
considerations less valuable.

1/2 OF YOUR EMPLOYEES WILL NOT
MEET THEIR DEDUCTIBLE

This means most of your employees on high-deductible plans
are virtually self-insured.

In the event of a large claim, employees struggle to cover out-of-pocket
costs at a time when they need insurance most.
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There are intractable factors beyond your
control as you look to combat rising
health care costs. The American health
care system is characterized by:

Aging population

Advancement in pharmacology

New technology

Lack of real tort reform

Entrenched political lobbies

Carrier oligopoly

Rx patent law abuse

There is little available to you to affect
these pieces of the cost equation.
However, employers can make a
meaningful impact in areas within your
control. The average medical cost per
employee per year is $10,000. The reality
is there is a tremendous amount of waste
in fully insured pricing. Your job is to

identify and eliminate the excess.

So — where do you start? Look at things
you can control. In most instances you
have the ability to shave off ~ $1,000 per

employee per year in cost by simple being

a better purchaser of insurance.

Don’t overlook the obvious or assume

your program has no room for
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improvement. Ask yourself tough

questions:

1. When was the last time | benchmarked
my program?

2. Do | use the most efficient form of
funding?

3. Does my contribution strategy attract
the right talent (and risk)?

4. Do | encourage the use of high-
performing physicians?

5. Am | doing everything | can to identify
and eliminate care-gaps?

Modernizing your program will likely
include re-evaluating funding, carving in
programs for chronic disease states, and
deploying care navigation platforms
designed to maximize transparency and
decision making in the health care

delivery process.
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Buyers seek modern approaches to combat runaway
health care costs.
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First, don't assume your medical carrier
“has your back.” Health insurers operate
for one purpose: to maximize
underwriting gain. What used to be a
straightforward renewal justification, has
become a charade designed to obfuscate

the real cost of coverage.

The only assumption you can make about
your renewal, is that the “illustration” (if
you even get one), bears little
resemblance to the truth — and may only
be directionally accurate. View your
renewal with a healthy dose of

skepticism.

Demand your renewal “illustration”
and evaluate funding alternatives.

Ol

Incent health screenings
OQ (mammography, prostrate, colon,
and child immunizations).

Use benefit design to influence use
03 of high-performing providers (and
network carve- outs).

Carve out PBM and PAP, seek most
04 favorite nations contract, price

transparency and “average script
price” guarantees.

Consider genomic testing based on
05 script use to evaluate therapeutic
efficiency.
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Given this, and the tripling of costs since
the '90s, most employers with greater
than 100 participants may be better off
self-funding (or at least performing an
honest feasibility study with forecast with

confidence bands over a 5-year period).

The 10 tips below represent a blueprint to
minimize fixed expense while mitigating
claims costs through improved health
outcomes. The payoffs are reduced price-
points and trend mitigation over the long-
term. You may even succeed in using
health insurance to make employees

healthier...

Identify Medicare eligible members

06 in your population and convert to

concierge MCA plans.

Introduce “navigation” partners into
07 your vendor lineup (to increase

awareness and adoption of DM
programs).

Adopt diabetes, cancer,
08 heart/hypertension, MSK, MH and
maternity disease mgmt. programs.

Re-evaluate plan design

09 construction. You may find your plan
offers the greatest value to your

worst risk.

Examine your advisory partnership.
IO Is your consultant the right fit to
modernize your program?

Evaluate your program. Determine if your broker partner is up to the challenge. It may be time to upgrade your

advisory team.
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