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The big issue:
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JobJob--based health costs soarbased health costs soar
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Yet, when asked if the U.S. spends Yet, when asked if the U.S. spends too too 
muchmuch or or too littletoo little on health careon health care……
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Add to this: Add to this: 
Growing demand for health careGrowing demand for health care
New productsNew products
–– 800 new prescription drugs in pipeline800 new prescription drugs in pipeline
–– Personalized medicine, genetic treatmentsPersonalized medicine, genetic treatments
–– A growing cadre of alternative medical optionsA growing cadre of alternative medical options

New servicesNew services
–– Facilities: Convenient, specialized, even offFacilities: Convenient, specialized, even off--shoreshore
–– Information: Internet, telemedicineInformation: Internet, telemedicine
–– Customization: Concierge practices, personalized Customization: Concierge practices, personalized 

treatmentstreatments

WhoWho’’s going to pay?s going to pay?



ConsumerConsumer--directed directed 
health plans and HSAshealth plans and HSAs

They have no guarantee of They have no guarantee of 
success and are far from success and are far from 
a silver bullet solution to a silver bullet solution to 
the many problems in the the many problems in the 
health sectorhealth sector

……But the market will But the market will 
decide if they have a roledecide if they have a role



CDHC is many thingsCDHC is many things……
ConsumerConsumer--directed health care is a constellation of directed health care is a constellation of 

offerings to give consumers more power and offerings to give consumers more power and 
control over health care decisionscontrol over health care decisions

New tools include:New tools include:
–– Health Savings AccountsHealth Savings Accounts
–– Health Reimbursement ArrangementsHealth Reimbursement Arrangements
–– New chronic care management programsNew chronic care management programs
–– ConsumerConsumer--focused centers such as MinuteClinics and focused centers such as MinuteClinics and 

RediClinicsRediClinics
–– New group purchasing optionsNew group purchasing options
–– ConsumerConsumer--friendly medical information resourcesfriendly medical information resources



The vision:The vision:

Engaging consumers as Engaging consumers as 
partners in managing health partners in managing health 
costs and getting the best costs and getting the best 
valuevalue for health care dollarsfor health care dollars



One example of a One example of a 
Health Savings AccountHealth Savings Account

$1,000 
deposit

Employer, employee, Employer, employee, 
or individual makes or individual makes 
deposit to HSA. deposit to HSA. 
Unspent funds Unspent funds 
rollover to next year.rollover to next year.

Funds routine 
health spending or 
saving for future. 

Catastrophic 
coverage + 
preventive care

High 
deductible 
insurance

$500 
deductible



California RepresentativeCalifornia Representative
Pete Stark says:Pete Stark says:
HSAs  HSAs  ““are an effort to shift even more are an effort to shift even more 
costs to individuals while providing tax costs to individuals while providing tax 
benefits skewed to those with higher benefits skewed to those with higher 
incomes. incomes. 
““It is more clear than ever before that It is more clear than ever before that 
this is a tax shelter for the healthy and this is a tax shelter for the healthy and 
wealthy. Nothing more, nothing less.wealthy. Nothing more, nothing less.””



The facts so farThe facts so far……

Objections of the critics are not Objections of the critics are not 
backed by the realbacked by the real--world experience world experience 
of companies and consumersof companies and consumers



New IncentivesNew Incentives
McKinsey & Co. says consumer-directed plans 
increase consumer awareness of cost and value 
so consumers are:

20% more likely to comply with treatments for 20% more likely to comply with treatments for 
chronic conditions chronic conditions 
25% more likely to engage in healthy behaviors25% more likely to engage in healthy behaviors
30% more likely to get annual physicals30% more likely to get annual physicals
50% more likely to seek  less expensive care 50% more likely to seek  less expensive care 

““If I catch an issue early, IIf I catch an issue early, I’’ll save money in the ll save money in the 
long run.long run.””

McKinsey & Company. “Consumer-Directed Health Plan Report – Early Evidence is Promising.” June 2005. 
Available online at http://mckinsey.com/clientservice/payorprovider/Health_Plan_Report.asp.



Assurant Health study Assurant Health study 
of who has HSAsof who has HSAs

69% are families with children 69% are families with children 
62% of purchasers are over age 4062% of purchasers are over age 40
29% make less than $50,000 a year29% make less than $50,000 a year
43% were previously uninsured43% were previously uninsured

“Quick facts: Health Savings Accounts,” Assurant Health, March, 2006.
http://www.assuranthealth.com/about/factsheet.shtmlhttp://www.assuranthealth.com/about/factsheet.shtml



AHIP Study of HSAsAHIP Study of HSAs
3.2 million people were enrolled in HSA3.2 million people were enrolled in HSA--

qualifying insurance as of January, 2006qualifying insurance as of January, 2006
Purchasers are from a broad range of age Purchasers are from a broad range of age 
and income groups, especially those age and income groups, especially those age 
4545--54 with families54 with families
HSAs are a new option for the uninsured HSAs are a new option for the uninsured 
and small employers: oneand small employers: one--third didnthird didn’’t t 
previously have health insurance   previously have health insurance   

America’s Health Insurance Plans. “January 2006 census shows 3.2 million people covered by HSA plans,” March, 
2006. Available online at http://www.ahipresearch.org/pdfs/HSAHDHPReportJanuary2006.pdf
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Prior 

Coverage, 
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31%

Percentage of HSA/HDHP policies Percentage of HSA/HDHP policies 
Purchased by previously uninsuredPurchased by previously uninsured
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BC/BS survey ofBC/BS survey of
age and health statusage and health status

HSAHSA--eligible enrollees are of all ages and are of no eligible enrollees are of all ages and are of no 
different health status than people enrolled in different health status than people enrolled in 
traditional coverage.traditional coverage.

Health Coverage by Age Self-Reported Health Status
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Use of healthcare servicesUse of healthcare services
Use of healthcare services appears similar Use of healthcare services appears similar 
among CDHP and nonamong CDHP and non--CDHP enrolleesCDHP enrollees
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Booz Allen HamiltonBooz Allen Hamilton
HSAs will begin a new movement HSAs will begin a new movement 
toward building personal financial toward building personal financial 
securitysecurity
Expect consumers to demand Expect consumers to demand 
““package pricingpackage pricing”” for highfor high--cost cost 
servicesservices
““CDHPs and HSAs will begin to CDHPs and HSAs will begin to 
restructure both the healthcare world restructure both the healthcare world 
and the financial services world in and the financial services world in 
profound ways.profound ways.””

Ahlquist, Gary.  December 2005 client letter.



Helping the uninsured with subsidies for Helping the uninsured with subsidies for 
to purchase private health insuranceto purchase private health insurance

New policy initiatives will promote fairness New policy initiatives will promote fairness 
in tax subsidies in tax subsidies 
Providing help for those shut out of the Providing help for those shut out of the 
system to buy private insurancesystem to buy private insurance
Promoting choice, portability, and Promoting choice, portability, and 
confidentiality through more individual confidentiality through more individual 
ownership of insuranceownership of insurance



Incentives for healthy livingIncentives for healthy living

Positive changes in health behaviors, Positive changes in health behaviors, 
including better compliance in taking including better compliance in taking 
medications to treat chronic conditionsmedications to treat chronic conditions

8% reduction in medical costs among 8% reduction in medical costs among 
first time CDHC usersfirst time CDHC users

Biggest savings were among medium Biggest savings were among medium 
and heavy users of health careand heavy users of health care

“CIGNA Study Provides New Insights on Consumer Decision-making in Consumer-Driven 
Health Plans.” February, 2006. www.cigna.com



Coordinated care: Coordinated care: 
New help for chronically illNew help for chronically ill

Engaging patients in their care Engaging patients in their care 
management and providing new management and providing new 
support for medical professionalssupport for medical professionals



Care management programs Care management programs 
have demonstrated successhave demonstrated success

A greater focus on wellness and chronic A greater focus on wellness and chronic 
care managementcare management

––The Asheville ProjectThe Asheville Project

––DestinyDestiny’’s Vitality Program s Vitality Program 
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