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Executive Summary 
 

Value-Based Insurance Design for Sustainable Health Improvement 
 
Traditional approach to benefit design 
In traditional benefit design, a ‘one size fits all’ cost sharing approach is utilized, resulting in all 
plan participants sharing the same cost for physician visits, diagnostic tests and prescription 
drugs.  Further, with prescription drugs, copay amounts are based on the price of the drug 
rather than its value.  Lower cost drugs have the lowest copays and the highest cost drugs have 
the highest copays.   In an ideal world, the imposition of higher copays would discourage the 
use of only drugs with a low value care.  In reality, higher copays result in the under utilization 
of both essential and nonessential care. 
 
Higher copays have been shown to lead to reduced adherence to medication use.  Decreased 
adherence can lead to higher costs related to more inpatient admissions and emergency 
department visits.  In addition to the reduced adherence to medication use, research has also 



shown that higher cost sharing levels for plan participants also lead to a reduction in 
mammography guidelines adherence. 
 
Tenets of value-based insurance design (VBID) 
 In direct contrast to traditional benefit design, the VBID approach includes the following: 

� Focus on improving functional health over the long-term 
� Address the total cost picture including indirect costs 
� Acknowledge that medical services differ in the clinical benefit they provide 
� Subsidize effective services through the use of lower out-of-pocket costs, while 

decreasing or eliminating subsidies for ineffective services 
� Vary the financial subsidy based on individual need 

 
The objectives in adopting a VBID approach to benefit design include: 

� Optimizing the amount of health benefit gained per dollar spent 
� Changing the debate from cost alone to the clinical value of services  
� Mitigating the health consequences that result when higher out-of-pocket costs lower 

the utilization of high value services 
 
Employer study: VBID combined with disease management 
Dr. Mahoney presented the results of a study he conducted with several colleagues.  An article, 
Value-Based Insurance Plus Disease Management Increase Medication Use and Produce Savings 
describing the study and its results, appeared in the January 2011 issue of Health Affairs.  
According to Dr. Mahoney, “the study looked at the effect of a VBID pharmacy program for 
diabetes that lowered out-of pocket costs for diabetes medications in two units of a large, 
multi-industry firm.  
 
The comparison group was a matched cohort from the remainder of the firm’s units, which had 
a traditional 3-tier pharmacy plan: 10% copayments for generic drugs, 20% for preferred brand-
name drugs, and 35% for non-preferred brand-name drugs.”  In addition, all the participants 
were enrolled in a disease management program – although they did have the opportunity to 
opt out – consisting of targeted mailings, a workbook about the disease, telephone outreach by 
a nurse, coaching, and periodic monitoring.”   
 
The results 
The study had a baseline year of 2005, with post intervention results measured in 2006, 2007 
and 2008.  The two groups, one with the VBID pharmacy program plus disease management 
and the other with a traditional pharmacy plan plus disease management, were compared on 
medication use and adherence – as measured by participants having the medications in their 
possession – and the receipt of medical services (e.g., HbA1c testing, lipid tests, primary care 
physician visits) as recommended by diabetes treatment guidelines.   
 
According to Dr. Mahoney, participation in both the VBID pharmacy program and disease 
management resulted in sustained improvement in both the use of diabetes medications and 
adherence to diabetes medical care guidelines over the course of study when compared to the 
disease management only intervention.  According the study’s abstract, for the group in the 
VBID program with disease management, use of diabetes medications increased 6.5 percent 

http://www.businesshealthcaregroup.org/images/stories/pdfs/events/2011/feb11/Health_Affairs_VBID_Reprint.pdf


over the three years while adherence to medical guidelines for diabetes care also increased.  
Even though medications costs rose, these were more than offset by lower diabetes-related 
medical costs.  For every additional $1.00 spent for diabetes related medications in the VBID 
cohort, that dollar, plus an additional $1.33 was saved in diabetes-related medical costs over 
the three year period.   
 
VBID continues to evolve 
The approach to VBID studied here, while showing positive effects, is relatively simplistic when 
compared with other VBID approaches.  According to Dr. Mahoney, ultimately the approach 
with the greatest potential for a positive financial impact is one that is employee-specific.  The 
better the approach is at identifying which services are high value for which patients, the higher 
the financial return will be. 
 
 

Medication Adherence 
 
The magnitude of the problem 
Dr. Tousman outlined the consequences of medication-related non-adherence and non-
adherence to medical advice in general, in the United States.  He cited the following statistics 
from various studies: 

� Non-adherence potentially costs as much as $300 billion dollars annually,  
� 33% of US hospital admissions from medication-related causes are due to poor 

medication adherence, and 
� As many as 188.3 million medical visits may in fact be “wasted visits,” because patients 

did not follow the advice they were given. 
 

In addition to the direct and indirect costs associated with non-adherence, there are telling 
statistics that further help define the scope of the problem.  For example, patients do not 
always communicate their adherence intentions to their physicians.  In one study: 

� 68% of patients said they would never communicate to their provider that they did not 
want a drug and 

�  83% of patients said they would never communicate to their provider that they did 
not plan on buying the drug prescribed. 

 
Ineffective communication 
Health care providers are inconsistent communicators about prescription drugs.  In one study, 
42% of physicians said they discussed the potential risks of a prescribed medication, when in 
fact, videotapes of the consultations showed that only 3% did so.  In addition, physicians are 
inconsistent in communicating things such as: 

� Providing the specific new medication’s name for new prescriptions 
� Explaining the purpose of the medication for new prescriptions  
� Addressing how long to take the therapy for the new medications 
� Addressing the number of tablets to take  
� Explaining the frequency and time of dosing  
� Addressing adverse effects of the medications 

 



Changing the paradigm 
Dr. Tousman discussed several approaches and principles, based upon recent research, which 
need to be considered when addressing the issues of non-adherence, including the following: 

� Coaching and peer pressure, via a group setting, tend to be the most effective 
interventions, with voluntary participation also playing a critical role.  A purely didactic 
approach is generally not as effective. 

� Education and knowledge are important, but neither necessarily equals behavior change.   
� The goal should be to assist patients self-manage their conditions.  If you can activate 

the patient, you can get the behavior change desired. 
� Providers should use motivational interviewing techniques including: 

o Expressing empathy to make sure the patient feels valued 
o Developing discrepancy by illustrating the differences between the patient’s long-

term goals and the current behavior 
o Rolling with resistance by refraining from arguments and instead keeping an open 

dialogue to assist the patient in seeing other perspectives 
o Supporting self-efficacy by providing resources that address barriers and give 

support 
 
 
Slides from Dr. Mahoney’s presentation, Value-Based Insurance Designs For Sustainable Health 
Improvement and Dr. Tousman’s presentation, Medication Adherence are available here. 
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