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Value-Based Insurance Design (VBID) 


As healthcare costs rise, so do copayments and coinsurance as a way to keep these costs in check. As a result, more and more individuals are skipping treatment, medications and preventive care measures. In return, some employers have adopted a value-based insurance design (VBID) in which copayments and costs are based on the value of the therapy to the individual, as opposed to the same price for all employees. 
This relatively new design is based on the assumption that individuals do not understand the potential value of treatment, medications and preventive care for their health, and therefore do not comply with recommendations from their healthcare providers in order to save money. However, by lowering costs to the individual, it is assumed that compliance will increase. VBIDs assume that this will then lead to overall healthier employees and lower healthcare costs in the long run. 
What is a VBID Plan?
Unlike charging every employee the same amount for blood pressure screenings or diabetes medications, for instance, cash costs are established by the employer and the insurance plan with the intention of helping employees avoid paying excessive amounts of money for necessary healthcare. This design attempts to curtail medical non-compliance and avoid potentially devastating outcomes later, such as a heart attack that could have been prevented from taking blood pressure medication. 
This approach was first introduced by University of Michigan internal medicine and public health professor A. Mark Fendrick, M.D., and Harvard University healthcare policy professor Michael Chernew, Ph.D. Under their design, employees would receive reasonably priced healthcare solutions based on their current conditions. For instance, a diabetic would pay less for medication used to delay diabetes-related health problems, and employees in their 50s would receive low-cost colonoscopy screenings to detect polyps before they become cancerous. Essentially, costs are lower for those who would benefit most from the treatment, medication or care. Conversely, costs would be higher for those who seek services that are not necessarily of great benefit to them. 
Advantages of a VBID

· Decreasing cost will increase compliance.
· By not ignoring medical problems, especially chronic conditions, employees will avoid more expensive treatment in the future, thereby decreasing medical costs for the employer.
· It makes a company more attractive to potential employees looking for affordable, solid healthcare. 

Disadvantages of VBID

· There is an initial (generally short-term) increase in plan costs for employers as a result of increased medication utilization, preventive care and doctor visits. 

· There is a risk of violating the privacy of employees who have specific medical conditions that make them eligible for individualized co-payments and benefits.

· Employees may object to paying more for the same treatment for which a fellow employee paid significantly less. 

· Administering the plan may cost more because the expenses to employees are individualized.

Considerations

If VBID sounds like a possible solution to rising costs, consider the following:

· How do your compliance rates compare with benchmarks?

· Are your copayments structured to provide lower-cost options? If so, are your employees taking advantage of those options?

· Are your employees using generics?

· Are copayments aligned with your employees’ incomes?

· If lowering copayments is the right strategy, which therapy classes should you target?

· How will adopting a VBID program affect the company financially? 

For more information on VBID see: 
Value-based Insurance Design: Aligning Incentives to Bridge the Divide Between Quality Improvement and Cost Containment http://www.sph.umich.edu/vbidcenter/pdfs/AJMC_06speclFendrick6p.pdf 
This copy of The Chelko Consulting Group LLC Plan Designs is not intended to be exhaustive nor should any discussion or opinions be construed as legal advice.  Readers should contact legal counsel for legal advice.
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