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Who said this?
“You should never try to tell people what they 
ought to do because all of their circumstances 
are different.  

“But if you give them very good timely 
information, they are going to make their own 
decisions in ways, in general, that are going to 
be better for them and better for the system as 
a whole.”

― Ron Kirby, transportation planning coordinator for the 
Metropolitan Washington Council of Governments

Ashley Halsey III and Ed O’Keefe, “Earthquake illustrates colossal challenge 
of evacuating Washington, D.C.”

 

The Washington Post, August 24, 2011.





ConsumerConsumer--Directed Directed 
Health Care InitiativesHealth Care Initiatives

CDHC has no guarantee of CDHC has no guarantee of 
success and is far from a success and is far from a 
silver bullet solution to silver bullet solution to 
the many problems in the the many problems in the 
health sectorhealth sector

……But some companies are But some companies are 
finding it helps contain finding it helps contain 
costs and boosts costs and boosts 
prevention and wellnessprevention and wellness



CDHC is many thingsCDHC is many things……
A constellation of offerings that give A constellation of offerings that give 
consumers more power and control over consumers more power and control over 
health care decisionshealth care decisions
New tools include:New tools include:
–– HSAs, HRAsHSAs, HRAs
–– ConsumerConsumer--focused centers such as focused centers such as 

MinuteClinics MinuteClinics 
–– Wellness programs and incentivesWellness programs and incentives
–– ConsumerConsumer--friendly medical information friendly medical information 

sourcessources



FSAs, HRAs, and HSAsFSAs, HRAs, and HSAs

Flexible Spending AccountsFlexible Spending Accounts
–– available since the mid available since the mid ‘‘80s80s
–– ““Use it or lose itUse it or lose it”” flawflaw
Health Reimbursement ArrangementsHealth Reimbursement Arrangements
–– Created in 2002  Created in 2002  
Health Savings AccountsHealth Savings Accounts
–– Available since 2004 Available since 2004 



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



Three goals:Three goals:
•• Patient controlPatient control:  :  Consumers will have Consumers will have 

more  choices in health care and health more  choices in health care and health 
insurance arrangementsinsurance arrangements

•• Cost visibilityCost visibility::
 

They will be more price They will be more price 
conscious in shopping for insurance and conscious in shopping for insurance and 
medical servicesmedical services

•• Savings incentivesSavings incentives:  Consumers have :  Consumers have 
more  incentives to get the best product, more  incentives to get the best product, 
service, and value for their moneyservice, and value for their money



Companies can give employees Companies can give employees 
control over a portion of their salarycontrol over a portion of their salary

$60,000 
salary

Cash Cash 
wageswages

Value of 
health 
insurance 
policy

$5,000



Health Reimbursement Health Reimbursement 
ArrangementsArrangements

One option for employersOne option for employers
……and employeesand employees



Health Reimbursement ArrangementsHealth Reimbursement Arrangements

HRAHRA

Enabled by Treasury and Enabled by Treasury and 
IRS guidanceIRS guidance
Accounts can be funded Accounts can be funded 
only by the employeronly by the employer
Very flexible Very flexible –– no limits no limits 
on contributions, few on contributions, few 
dictates on coveragedictates on coverage
Unused balances can be Unused balances can be 
carried forward to pay for carried forward to pay for 
health costs at discretion health costs at discretion 
of employersof employers



Health Savings AccountsHealth Savings Accounts

HSAHSA

Created by Congress as Created by Congress as 
part of Medicare part of Medicare 
Modernization ActModernization Act
Effective January 1, 2004Effective January 1, 2004
The newest option in the The newest option in the 
consumerconsumer--choice tool kitchoice tool kit



Health Savings Accounts:Health Savings Accounts:

HSAs allow individuals, employers, or HSAs allow individuals, employers, or 
employees to deposit taxemployees to deposit tax--free money into a free money into a 
special account to pay for current and future special account to pay for current and future 
medical expenses medical expenses 
Savings are owned by the HSA holder and roll Savings are owned by the HSA holder and roll 
over from year to yearover from year to year
Individuals must have a Individuals must have a ““highhigh-- 
deductible health plandeductible health plan”” to open an HSAto open an HSA



One example of an HSAOne example of an HSA

$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. 
Preventive care 
exempt.

Catastrophic 
coverage + 
preventive care

High 
deductible 
insurance

$500 
deductible



2011 HSA specs2011 HSA specs

HSA limits are adjusted annually:HSA limits are adjusted annually:
For 2011, the maximum HSA contribution 
is $3,050 for an individual and $6,150 for 
families. 
Minimum insurance deductible of $1,200 
for individuals, $2,400 for families
Out-of-pocket maximum: $5,950 for 
individuals and $11,900 for families







Sources: AHIP Center for Policy and Research, U.S. Census Bureau.



Percentage of Covered Workers Enrolled in a Plan 
with a General Annual Deductible of $1,000 or More 

for Single Coverage, By Firm Size, 2006-2011

* Estimate is statistically different from estimate for the previous year shown (p<.05). 

Note: These estimates include workers enrolled in HDHP/SO and other plan types.  Because we do not collect information on the attributes of 
conventional plans, to be conservative, we assumed that workers in conventional plans do not have a deductible of $1,000 or more.  Because of 
the low enrollment in conventional plans, the impact of this assumption is minimal.  Average general annual health plan deductibles for PPOs, 
POS plans, and HDHP/SOs are for in-network services. 

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006-2011.



Among Firms Offering Health Benefits, Percentage Among Firms Offering Health Benefits, Percentage 
That Offer an HDHP, by Firm Size, 2005That Offer an HDHP, by Firm Size, 2005--20112011

* Estimate is statistically different from estimate for previous year shown (p<.05).

‡ The 2011 estimate includes 1.8% of all firms offering health benefits that offer both 
an HDHP/HRA and an HSA-qualified HDHP.  The comparable percentages for 
previous years are: 2005 [0.3%], 2006 [0.4%], 2007 [0.2%], 2008 [0.3%], 2009 
[<0.1%], and 2010 [0.3%]. 

Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2005-2011.
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* Estimate is statistically different from estimate for the previous year shown (p<.05). 

Note: These estimates include workers enrolled in HDHP/SO and other plan types.  Because we do not collect information on the attributes of 
conventional plans, to be conservative, we assumed that workers in conventional plans do not have a deductible of $2,000 or more.  Because of 
the low enrollment in conventional plans, the impact of this assumption is minimal. 

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006-2011.



Misconception Truth

“Shifts costs to employees” Members pay an average of $35 less per year out of 
pocket vs. traditional plans

“CDHC doesn’t save $$” Cumulative savings were 26% by the fifth year

“People will avoid care”

8-10% higher use of preventive care

96% same or better care compliance

21% more likely to use disease management programs

14% better compliance with EB recommended care

“People don’t understand 
or like the plans” 83% satisfied with service (vs. 82% traditional plans)

Dispelling CDHC Misconceptions: Cigna data

Source: 2010 Fifth Annual Cigna Choice Fund Experience Study



Source: 2010 Fifth Annual Cigna Choice Fund Experience Study



AetnaAetna’’s study of 2 million members s study of 2 million members 
with its CDHC planwith its CDHC plan

Employers that replaced traditional plans Employers that replaced traditional plans 
with Aetnawith Aetna’’s HealthFund saved $21.5 million s HealthFund saved $21.5 million 
per 10,000 members over a 5 year period per 10,000 members over a 5 year period 

Members spent 12% more on preventive Members spent 12% more on preventive 
services compared to those in traditional services compared to those in traditional 
PPO plansPPO plans

They visited ERs 5% less and used They visited ERs 5% less and used 
prescription drugs for chronic conditions as prescription drugs for chronic conditions as 
the same rate as those in standard plansthe same rate as those in standard plans

“Aetna HealthFund Consumer-Directed Plans Save Employers, Consumers Millions of  Dollars Each Year, “ Feb. 28, 2011, 
http://www.aetna.com/news/newsReleases/2011/0228_AHF_Study.html.



New Incentives
McKinsey & Co. says CDHC plans increase    
consumer awareness of cost and value. In this 2005 
study, consumers were:

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

“If I catch an issue early, I’ll save money in the 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.









What we know for sureWhat we know for sure

CHOICECHOICE:: Americans value innovation, Americans value innovation, 
diversity and choice to accommodate 300 diversity and choice to accommodate 300 
million peoplemillion people
FOCUS ON THE PATIENTFOCUS ON THE PATIENT: : They want They want 
doctors and patients, not government, to doctors and patients, not government, to 
make health care decisionsmake health care decisions
VALUE IN HEALTH SPENDINGVALUE IN HEALTH SPENDING: : To realize To realize 
the promise of personalized medicine and the promise of personalized medicine and 
achieve overall cost saving, we must break achieve overall cost saving, we must break 
down payment silosdown payment silos



HSA improvements enacted in 2006HSA improvements enacted in 2006

Higher contribution limits Higher contribution limits 
Rollover from other savings Rollover from other savings 
accounts allowed, including IRAs, accounts allowed, including IRAs, 
FSAsFSAs and and HRAsHRAs
Employers can contribute more to Employers can contribute more to 
HSAsHSAs for lowerfor lower--paid employeespaid employees



What does the future hold?What does the future hold?
AHIP says there are now AHIP says there are now 
11.4 million people with HSA 11.4 million people with HSA 
insuranceinsurance

More employers are offering More employers are offering 
this option as they seek this option as they seek 
ways to engage workers in ways to engage workers in 
managing their health and managing their health and 
health costshealth costs



Common themesCommon themes

Focus on:Focus on:
Personal responsibility by recipientsPersonal responsibility by recipients
Better coordination of careBetter coordination of care
Incentives for patient participationIncentives for patient participation
Data collection and outcomes reportsData collection and outcomes reports
Wellness and prevention servicesWellness and prevention services
Greater focus on disease managementGreater focus on disease management



Caution AheadCaution Ahead
No instant successNo instant success
Political criticism, resistancePolitical criticism, resistance
Some employees Some employees ““do not do not 
appreciate the longappreciate the long--term term 
potential these savings potential these savings 
accounts hold and remain accounts hold and remain 
mired in the old 'use it or mired in the old 'use it or 
lose it' mentality of flexible lose it' mentality of flexible 
spending accounts."spending accounts."

 Towers PerrinTowers Perrin

http://www.towersperrin.com/tp/jsp/masterbrand_webcache_html.jsp?webc=HR_Services/United_S 
tates/Press_Releases/2007/20070522/2007_05_22.htm&selected=press



Keys to SuccessKeys to Success
Get expert adviceGet expert advice

Create an active and effective Create an active and effective 
employee education programemployee education program

Provide tools to facilitate pointProvide tools to facilitate point--ofof-- 
contact interactioncontact interaction

Fund the HSA upfrontFund the HSA upfront

Provide price and quality Provide price and quality 
informationinformation



The future?The future?
The global move toward The global move toward 
consumerism is real, driven consumerism is real, driven 
by greater patient demand by greater patient demand 
for more control over for more control over 
decisions.  decisions.  

Health overhaul is law and Health overhaul is law and 
will fundamentally change will fundamentally change 
the U.S. health sector.  But I the U.S. health sector.  But I 
believe it will be amended believe it will be amended 
significantly before 2014.significantly before 2014.



Starting a fresh conversationStarting a fresh conversation

Engaging patients as Engaging patients 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



Contact:Contact:

GraceGrace--Marie TurnerMarie Turner
Galen InstituteGalen Institute
www.galen.orgwww.galen.org
(703) 299(703) 299--89008900
gracemarie@galen.orggracemarie@galen.org



Booz Allen HamiltonBooz Allen Hamilton
HSAsHSAs will begin a new movement will begin a new movement 
toward building personal financial toward building personal financial 
securitysecurity
Expect consumers to demand Expect consumers to demand ““package package 
pricingpricing”” for highfor high--cost servicescost services
““CDHPsCDHPs and and HSAsHSAs will begin to 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.
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