executive briefing
In Countdown to Exchanges, Consumer-Driven
Health Plans Continue to Grow
By Sheri Sellmeyer and John Jaeger
As managed care organizations begin to reveal their offerings for the healthcare
exchanges that debut in 2014, consumer-driven health plans will be front and center.
These plans typically offer lower-cost alternatives, since they are paired with taxadvantaged spending accounts and high deductibles that shift costs to consumers.
Although the state exchanges put limits on the out-of-pocket costs that members must
pay, those limits still allow for relatively high deductibles.

Counting Consumer-Driven Lives—A Note About Methodology
While HealthLeaders-InterStudy puts consumer-driven enrollment at almost 20 million, a report from
America’s Health Insurance Plans showed just 15.5 million in consumer-driven plans in 2013:
»» T hat is because AHIP’s numbers include only plans tied to health savings accounts (HSAs) and not
those with health reimbursement arrangements (HRAs), which are most commonly offered in the
large-group market.
»» E mployers fund HRAs. Employers can contribute to HSAs, but the accounts can also be totally funded
by an individual, who deposits the money tax-free.
»» T he money in an HSA is portable, but the money in an HRA is not; if employees leave a company, they
no longer have access to their HRAs.
HLI’s data on consumer-driven enrollment includes HRA lives to give a more complete picture of the
CDHP market.

This was a break-out year for CDHP enrollment, which has been steadily increasing
over the past decade. More than 12 percent of commercial enrollment was in consumerdriven plans of January 2013, compared to 9 percent a year earlier and 10 percent in
mid-2012, according to HealthLeaders-InterStudy’s latest census of managed care
organizations. (All of the enrollment data in this briefing are taken from HealthLeadersInterStudy’s proprietary research.) CDHP enrollment in the HLI census can be a health
plan with either a health spending account (HSA) or health reimbursement arrangement
(HRA). Members use the accounts for routine healthcare expenses, then in HSAs must

pay a high deductible before coverage kicks in. HRAs are not required to be paired with
a high-deductible plan and they must be employer-funded.
A total of almost 20 million people are in consumer-driven plans in the United States.
While the countdown continues to the exchanges’ open enrollment in October, it is
instructive to see where consumer-driven plans already have a strong foothold and
which health plans have been particularly aggressive in selling them. Here is a look at
how those numbers break down by carrier and region, and what these plans will mean
for various healthcare stakeholders.
UnitedHealth Group at the top. UnitedHealth Group is the country’s largest insurer and
also has the highest number of members in CDHP – 5.2 million as of early this year,
representing more than 20 percent of its commercial enrollment. Consumer-driven
enrollment has been the growth driver for UnitedHealth in the commercial sector,
adding more than 800,000 members since 2012. Aetna is in second place, with 2.8
million CDHP members, followed by WellPoint with almost 2.6 million and Cigna with
2.3 million. In addition to these national players, there are regional plans that have been
aggressive in growing their CDHP book of business. SelectHealth in Utah, owned by
the integrated delivery network Intermountain Healthcare, has more than a fifth of its
commercial lives in CDHP. Similarly, Blue Cross and Blue Shield of North Carolina has
17 percent of its 1.3 million commercial lives in consumer-driven plans.

Table 1: Consumer-driven health plan enrollment for national plans
MCO

Jan. 2012

Jan. 2013

UnitedHealth Group

4.4 million

5.2 million

Aetna

Not available

2.8 million

WellPoint

Not available

2.6 million

Cigna

1.5 million

2.3 million

Health Care Service Corp.

1.5 million

1.6 million

Kaiser Foundation Health Plan

293,601

328,524

Source: HealthLeaders-InterStudy’s Managed Market Surveyor

Regional concentrations of CDHP. The only state that already has a full-blown
exchange underway, Massachusetts, also has a relatively high share of its commercial
enrollment in consumer-driven plans – 17.2 percent. It is also the only state that has
passed legislation requiring all healthcare entities to keep cost increases to a certain
level or face fines of as much as $500,000. Clearly, one strategy health plans are using
is to offer consumer-driven plans that put a damper on utilization and thus keep overall
costs down.
The states with the highest percentage of consumer-driven enrollment are on opposite
ends of the country – Utah and Vermont – both in the 21 percent range. Utah’s high
percentage reflects the aggressive CDHP strategy of both SelectHealth (mentioned
above) and UnitedHealthcare, which has more than a third of its almost 196,000 Utah
members in CDHP. Three years ago, high-deductible plans made up just 12 percent of
total commercial enrollment in Utah, according to a state report on enrollment trends.
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In Vermont, the dominant Blue Cross Blue Shield plan is driving CDHP enrollment, with
more than a fourth of its members in consumer-driven plans.
Among states that have the highest populations in the country, Ohio, Georgia and North
Carolina exceed the national average in CDHP.
It is not unusual for managed care organizations to use their own employees as guinea
pigs in developing benefit designs. Humana, based in Kentucky, requires employees
to enroll in CDHPs; not surprisingly, it has more than 20 percent of its commercial
membership in that state in CDHP. WellPoint, which is headquartered in Indianapolis,
has close to 19 percent of its commercial enrollment in that state in CDHP, compared to
just 11.5 percent nationally. WellPoint’s Anthem Blue Cross and Blue Shield of Indiana
also administers the state employee health plan and offers two-consumer-driven plans
to enrollees. It has gained significant membership by giving beneficiaries premium
advantages on those plans, which have deductibles ranging from $1,500 to $5,000, and
out-of-pocket limits from $3,000 to $8,000.

Table 2: Growth in percentage of commercial enrollment that is CDHP (selected states)
State

Jan. 2012 CDHP

Jan. 2013 CDHP

Georgia*

12.8%

16.4%

Massachusetts

14.9%

17.2%

North Carolina

12.3%

15.2%

7.1%

15.5%

Utah

16.1%

20.9%

Vermont

19.2%

21.3%

Ohio*

*Health plans representing just 32 percent of total commercial enrollment reported their CDHP in 2012 in Ohio and just 52 percent in Georgia,
meaning the actual percentage of CDHP could have been higher that year.

Source: HealthLeaders-InterStudy’s Managed Market Surveyor

Exchange plans. About 80 percent of the uninsured who could join health plans on
the exchanges next year will qualify for federal subsidies, available to those who earn
up to 400 percent of the federal poverty level. Most of these people are expected to
seek more affordable plans in the Bronze and Silver tiers of the exchanges. These
tiers represent what percentage of the actuarial value will be paid for the plan. For the
Bronze tier, 60 percent will be covered, and the member must pay up to 40 percent out
of pocket; for the Silver plan, that percentage is 70 percent. The maximum out of pocket
for those who do not qualify for subsidies will be $6,050 for individuals and $12,100 for
families. However, for someone whose income is between 133 percent to 149 percent of
FPL, the maximum out of pocket will be $2,017 for an individual and $4,034 for a family,
according to calculations from the Commonwealth Fund. That is well within the range of
deductibles for current consumer-driven health plans on the market.
We already know what benefits will look like in some of the exchanges. Utah is an example:
The state has an existing small-group exchange called Avenue H which will serve as its
Small Business Health Options Program (SHOP) under the Affordable Care Act, and all of
its offerings are consumer-driven health plans. An example is SelectHealth’s Select Value
$1,000 plan, which has a $1,000 deductible for an individual, a maximum out-of-pocket
expense of $3,000, copays of $25 for primary care and $40 for specialists, a pharmacy
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deductible of $500, and pharmacy copays of $10 for generics, 25 percent coinsurance for
preferred brands, and 50 percent coinsurance for nonpreferred brands.
Covered California has released a final benefit design guide that outlines key benefits
in all metal tiers, ranging from the richest Platinum plan to the Catastrophic plan. The
benefits for a Silver HSA plan include an overall deductible of $1,500 (for both medical
and drug costs), 20 percent coinsurance for primary-care and specialists, laboratory
and most other services, and a 20 percent coinsurance for all four tiers of drugs
(generics, preferred brands, nonpreferred brands and specialty).

CDHP and utilization. The biggest criticism of consumer-driven health plans is that
consumers may put off treatment and not fill prescriptions because they face a high
deductible once they have exhausted their spending account. Some studies bear that
out. The Employee Benefit Research Institute (EBRI) reviewed a number of studies on
CDHP plans in 2010 and found that the use of branded prescription drugs fell. Although
there was some offset from increased use of generic drugs, there were also enrollees
who stopped using prescription drugs altogether. Health plans have published their
own studies indicating members are not skimping on care. Cigna issued a report early
this year saying its CDHP customers had “consistent or higher compliance” with more
than 300 evidenced-based medical best practices than their counterparts in traditional
plans. The report, which examined the claims experience of more than 2.5 million Cigna
customers who are enrolled in either a CDHP or a traditional PPO or HMO health plan,
also said CDHP customers sought preventive care, such as annual office visits and
mammograms, more frequently than customers enrolled in a traditional plan.
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Equally significant, the medical cost trend for Cigna’s CDHP members was 13 percent
lower than traditional plans during the first year. The nonpartisan EBRI also found
cost reductions for CDHP when it examined claims over a five-year period for a large
Midwestern employer. Adopting a high-deductible plan with an HSA as the only option
for its workers reduced the company’s healthcare costs by 25 percent the first year
(including 32 percent less spending on drug spending), with less dramatic savings in the
next three years.
Those kinds of results mean consumer-driven health plans will continue to appeal to
self-insured employers looking to control healthcare costs, and to health plans looking
for ways to manage risk.

What it means for pharma:
As the level of “skin in the game” increases for patients, payers expect patients to seek out only the most appropriate
and rational care and thus begin to make tradeoff decisions on which therapies they choose. CDHP plans also further
push physicians and patients towards generics, since patients are trying to avoid paying the high deductible that kicks
in once their spending account is used up. That means biopharmaceutical marketers need to differentiate in the market
by defining a clear and concise value proposition for both physicians and patients.
Preliminary data in the field suggests that most MCOs are currently designing their CDHP formularies to be similar, if
not exactly the same, as their standardized commercial formulary benefit. The implications for this are fairly significant
from a contracting perspective given the aggressive growth of CDHP business, so it will be increasingly important for
marketers to understand (A) how their commercial contracts address CDHP lives covered under commercial formularies
and (B) how CDHP formularies will evolve in the future as a greater percentage of commercial lives shift to CDHPs.
For marketers that are producing therapies related to chronic diseases, CDHP plans may actually assist in compliance
and adherence to therapies for diabetes, asthma, COPD, and heart disease given that most CDHP plans have
incorporated preventive drug lists into their CHDP benefit design, which come at no cost or reduced cost to the member.
The idea around preventive drug lists is that MCOs want members to make treatment decisions that are rational but,
at the same time, do not want to cut off their nose to spite their face by encouraging individuals to not take their drugs
vital to controlling their chronic disease. Given the associated power of preventive drug lists within the CDHP space,
biopharmaceutical marketers must understand MCO willingness to contract for inclusion on these drug lists and
understand if there are further opportunities for exclusivity.

What it means for MCOs:
MCOs see consumer-driven plans as a way to retain employers looking for cheaper premiums and attract individuals
seeking affordable plans. The largest national plans and many regional carriers have clearly made CDHP enrollment a
key strategy in shoring up commercial membership over the past few years. They also see consumer-driven plans as a
way to control utilization, increasingly important as they cannot exclude or charge more for members with pre-existing
conditions beginning in 2014. On the other hand, MCOs are also being held to new medical-loss ratio requirements
that they spend 85 percent of the premium dollar on medical costs for large groups and 80 percent for small groups;
that should further incent them to offer first-dollar coverage for certain drugs in the these plans, instead of requiring
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members to spend through their HSAs and then meet their deductibles. And the Affordable Care Act does not allow
insurers to charge copays or coinsurance for certain preventive services, meaning they must cover those services
without people dipping into their spending accounts.

What it means for physicians and hospitals:
Consumer-driven plans were originally billed as vehicles for putting more choice in the hands of consumers, by forcing
them to decide how to use their health spending accounts wisely before their high deductibles kicked in. The reality is that
transparency on pricing and quality is still inadequate, and many of the uninsured who enroll in health plans through the
exchanges in 2014 will not be sophisticated purchasers of healthcare. That gives providers a push to offer more price and
quality transparency to help ensure consumers know what they’re paying for. Pressure is increasing for physicians and
hospitals to demonstrate value and reach out more directly to consumers, through web sites and mobile apps, as well as
traditional media.

What it means for consumers:
The biggest question for consumer-driven health plans is what effect they will have on patient engagement. Will CDHPs
be the magic bullet that causes members to take greater ownership of their health? Preventive care, either with lifestyle
changes, biopharmaceuticals or otherwise, continues to be a significant bargain in comparison to acute care in the
inpatient setting, but it remains to be seen if such a message can be effectively communicated to patients. Compliance
and adherence to drugs remains one of the greatest challenges for MCOs, providers, and the biopharmaceutical industry,
so finding new and more effective ways to partner with MCOs in engaging members in their own health outcomes,
whether in a CHDP or traditional HMO/PPO, will be the most important challenge for all healthcare stakeholders.
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About Decision Resources Group

www.DecisionResourcesGroup.com
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Decision Resources Group is a cohesive portfolio of companies that offers best-in-class,
high-value information and insights on important sectors of the healthcare industry.
Clients rely on this analysis and data to make informed decisions. Please visit Decision
Resources Group at www.DecisionResourcesGroup.com.
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