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The Cost Issue 
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It’s the providers’ fault... 

14% 

9% 

5% 

7% 

Clinical Waste………………….. 

Administrative complexity…. 

Excessive prices……………… 

Fraud and abuse……………. 

Harvard Business Review 2015 
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It’s the insurance companies’ fault… 

31% 
Of health care spending is due to 

administrative cost created by 
insurance carriers 

New England Journal of Medicine 2003 
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It’s the government’s fault… 

69% 
The amount that 
individual premiums 
increased on a PMPM 
basis from 2013 to 2015 
due to Obamacare 

Forbes 2016 
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It’s the legal industry’s fault… 

2.4% or $55.6B 
The impact of medical liability 

(malpractice insurance, defensive 
medicine, etc.)has on the cost of 

health care annually 

Harvard School of Public Health 2010 
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It’s the drug industry’s fault… 

600% 
The cost increase of 
EpiPens from 2009 

to 2016 

$1 The cost of epinephrine  

Bloomberg 2015 
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It’s medical technologies’ fault... 

38% to 65% 
The amount of cost increases 

attributed to advances in medical 
technology 

Robert Wood Johnson Foundation 2011 
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It’s our fault… 

26% 
Of healthcare costs can be 

attributed to modifiable lifestyle 
decisions 

Journal of Occupational and Environmental Medicine 2015 

10 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwi63Y7W34LPAhXMOyYKHbCSCSUQjRwIBw&url=http://www.attivoconsulting.com/blog/choosing-the-right-hosting-partner.htm&psig=AFQjCNGhk0K67HwCrY8djfYZS9g0_7b6OQ&ust=1473526342360489


Regardless, we’re all feeling the strain… 

61% 

From 2005 to 2015, the cost of 
health insurance increased… 

Kaiser Family Foundation 2015 

54% 83% 
In total To employers To employees 
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It’s no one entity’s fault… 

Bottom line: the economics and 
drivers of health care cost are 
complex, interdependent, and 

difficult to unravel 
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Provider Network Evolution 
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Move from fee-for-service 

Both locally and nationally, insurance carriers are working hard to bend the 

cost curve based on our innovative network management programs… 
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BCBSM Value Partnerships programs 

Physician 
Group Incentive 

Program 

Provider 
Delivered Care 
Management 

Hospital  
Value-based 
Contracting 

Patient 
Centered 

Medical Home 

PCMH 
Neighborhood 

Organized 
Systems of Care 

Collaborative 
Quality 

Initiatives 

National 
Solutions 

Hospital  
Pay-for-

Performance 
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Blue Distinction® Specialty Care results 

The results are in and they demonstrate the importance of continued 

investment in these programs… 
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Patient Centered Medical Home results 

10.9% 

12.6% 

26% 

Fewer emergency room visits than non-

designated, physician peers 

Fewer primary care sensitive emergency room 

visits than non-designated, physician peers 

Fewer ambulatory care-sensitive inpatient 

discharges than non-designated, physician peers 

Note: these results compare the 2015 pool of 1,551 PCM 

designated practices to their non-designated peers 

participating in the PGIP program. (For adult patients ages 

18-64 only; based on 2014 claims data.) 
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Introducing Personal Choice PPO 

• Is built on our Organized 

Systems of Care model 

• Encourages members to 

become more engaged with 

their health care and receive 

high quality, coordinated 

care for lower out-of-pocket 

costs 

• Allows you to continue to 

offer your employees a PPO 

plan with the potential for 

premium savings 

• Covers a wide range of 

services, including all 

essential health benefits 

It's a ground-breaking PPO product that: 
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 Personal Choice product design 

Level 1 

High-performing  

OSC 

Level 2 

PPO network 

Out of  

network 

$500 

Family: $1,000 

$1,500 

Family: $3,000 

$3,000 

Family: $6,000 

20% 30% 50% 

100% 100% Not covered  

$20 $40 
Deductible + 

coinsurance 

$40 $60 
Deductible + 

coinsurance 

$150 $150 $150 

$1,500 

Family: $3,000 

$2,500 

Family: $5,000 
N/A 

$6,600 

Family: $13,200 

$13,200 

Family: $26,400 

A three tier design that encourages members to see high quality low cost 

physician groups  

Deductible 

Coinsurance 

Preventative Care 

Office Visit 

Specialist Visit 

Emergency Room Visit 

Coinsurance Maximum 

Total Out-of-Pocket Max 
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Narrow network current popularity 

17% 
22% 22% 

33%* 32%* 

17% 

0% 

20% 

40% 

60% 

80% 

100% 

3-49 Workers 50-199 
Workers 

200-999 
Workers 

1,000-4,999 
Workers 

5,000 or 
More 

Workers* 

ALL FIRMS 

 

Among Firms Offering Health Benefits, Percentage of Firms Whose Largest Plan 

Includes a High-Performance or Tiered Provider Network by Firm Size, 2015 

Kaiser Family Foundation 2015 

3% of BCN’s commercial membership 
has moved to BCN Focus 
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Narrow network future popularity 

AON Future of Heath Survey 2015 

6% 

14% 

6% 

15% 

31% 

41% 

37% 

31% 

Steer participants to PCMH 

Steer participants to centers of 
excellence for certain 

procedures 

Steer participants to ACOs or 
other integrated delivery 

system 

Offer narrow network through 
health plan 

Currently in Place 

Adding in 3-5 Years 
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Emerging Technologies 
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The push towards digital 

Sources: Adweek, Computerworld, Emarketer, Gigya, Hubspot, Internet Reteller, Keep it Usable, Live Science 

Momentology, MyBuys, Nielsen Norman Group, Shopify, Statista via KBMG Health’s 4 Digital Marketing Trends to watch 

in 2015. 

694 Uber passengers 

take rides 

Apps are downloaded 

by Apple users 51k 
77k 

Hours of video is streamed 

by Netflix subscribers 

590k 
Swipes are made 

by Tinder users 

Tablet growth is the largest in the 65+ age segment! 
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Online care delivery 

Amwell’s virtual visit model 

• Convenience:  Members access 
doctors online, 24/7 at $49 (or less) 

• Video consult with a board certified 
doctor  

• Available on mobile (IOS, Android) 
or web 

• Access in under 3 minutes (average) 

• 85% issue resolution rate 
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BCBSM digital approach 

There are four key pillars to most health insurance carriers’ approach to 

digital evolution… 
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Investment in mobile 

BCBSM continues to devote resources into evolving our mobile technology to 

meet our membership where they work or live… 

26 



The cost of having babies… 

# City 
Avg 

Price 
Min 

Price 
Max 
Price 

Variance 

1 Sacramento, CA $15,420 $4,560 $24,549 5x 

2 San Francisco, CA $15,204 $7,728 $28,541 4x 

3 Minneapolis, MN $11,527 $6,111 $16,446 3x 

4 Philadelphia, PA $11,340 $5,764 $24,534 4x  

5 Portland, OR $11,043 $7,762 $14,190 2x 

21 Detroit, MI $8,463 $3,601 $12,966 4x 

In a recent study of the 30 most populous U.S. cities, the price of delivering 

a baby defies logic.  For example, it is more expensive, on average, to have 

a natural delivery in San Francisco than it is to have a cesarean section in 

New York City.    

7x 
Variance for 

cesarean delivery 

in Los Angeles 

Castlight 2016 
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Medical cost transparency 

Increasing awareness of health care cost and introduce and driving care 

decisions…   
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Pharmacy cost transparency 
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Reference based benefits 

$600 $750 $900 $1,000 $1,150 $1,300 $1,450 

Illustrative range of price variation (CT Scan - Abdomen) 

Based on member location – In network providers 

Minimum Average Prices Maximum Average Prices 

If a member chooses facility location 

at or below reference price….. 

If a member chooses facility 

location above reference price….. 

Standard member cost 

share rules apply 

Member pays the difference 

between the reference price and 

the allowed amount* 

Reference Price 

A product design that establishes a standard price for a procedure, service or 
bundle of services and requires that members pay any allowed charges beyond 
this amount.  
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Private Exchange 

31 



Private exchange approach 
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Private exchange projected growth 

Source: Private Exchange: Accenture analysis, based on data from: U.S. Census, Bureau of Labor and Statistics, 

Kaiser Employer Health Benefits Annual Survey 
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Private Exchange Enrollment 
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Private exchange adoption indexed to 

other innovations  
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Questions? 

THANK YOU! 
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