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About the Academy

AMERICAN ACADEMY
of ACTUARIES

* The American Academy of Actuaries is a 19,500-member professional association whose mission
is to serve the public and the U.S. actuarial profession. For more than 50 years, the Academy has

assisted public policymakers on all levels by providing leadership, objective expertise, and
actuarial advice on risk and financial security issues.

* The Academy also sets qualification, practice, and professionalism standards for actuaries in the
United States.

For more information, please visit:

www.actuary.org
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http://www.actuary.org/

What is an actuary?

* Actuaries put a price tag on risk. They are experts in:
» Evaluating the likelihood of future events
» Reducing the impact of undesirable events
» Designing ways to reduce the likelihood of undesirable events

* Health actuaries are trained in all aspects of the finance and
delivery of health benefits. Their responsibilities can include:

» Projecting future health care utilization and spending
» Designing health benefit packages
» Developing premiums
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American Academy of Actuaries
Health Equity Committee

e Created to contribute actuarial perspective to health equity

* Focus:
» Evaluate actuarial practices in the context of health equity
» Educate actuaries and other stakeholders on health equity issues

» Apply an equity lens when considering the impact of current or
proposed health care policies
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Series of discussion briefs to explore health equity
issues from an actuarial perspective

Health Equity from an Actuarial Perspective
QUESTIONS TO EXPLORE

Health Plan Pricing

Health Equity from an Actuarial Perspective
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* Areas of focus:
» Health plan pricing
» Health plan benefit design

» Provider contracting and
network development

» Population health
management



Elements of Benefit Design

Covered
COSt- Services
sharing
Provider Utilization
Network Management

AMERICAN ACADEMY 2504 Akl A 5oy o A AN el A

quCT UARIES “May not be mpEdced WIOGT Gigeeas pamisEon



Benefit Design Example: Impact on Equity
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Patient cost-sharing

* Goal of the payer: Reduce or eliminate unnecessary utilization of services
by transferring some of the cost of care to the enrollee

* Trade-offs between premiums and out-of-pocket costs

e Cost-sharing can be a blunt instrument

» It can lower utilization of both highly effective and less-effective services and
can lead to worse outcomes for poorer and sicker patients (RAND Health
Insurance Experiment)

» High-deductible health plans and HSAs can lower premiums, but can be
harmful to those without the required health literacy, time, and other
resources to shop for and optimize use of their care
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Patient cost-sharing (cont,)

* Value-based insurance design (VBID) varies patient cost-sharing to align
with the value of health care services

* Example: The ACA requires coverage of certain preventive services with no
cost-sharing

e Gaps in the availability of first-dollar coverage:
» Diagnostic (vs. screening) tests may require cost-sharing

» Chronic care management may require cost-sharing and be subject to the
deductible

» Even with zero cost-sharing, other barriers can affect access to care (e.g.,
transportation)
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Services covered

* Goal of the payer: Comply with federal/state requirements and attract
customers while keeping premiums affordable

* The Affordable Care Act (ACA) requires coverage of a set of essential
health benefits (EHBs) for fully insured individual and small group market
plans

» Allows for some variability by state and health plan

* Considerations regarding equitable coverage

» Are prescription drugs used to treat conditions disproportionately affecting
communities of color included in the formulary? In what tier?

» Are nontraditional services covered? (e.g., transportation services, nutrition
assistance)
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Provider Networks

* Goal of the payer: Provider networks are used to negotiate more favorable
payment rates and identify high-quality providers

* Considerations regarding equitable access

» Are tiered networks and narrow networks adequate to ensure primary and
specialty care access among underserved populations?

» Are there sufficient culturally competent providers?
» Are nontraditional providers included? (e.g., doulas)
» Are providers available in convenient locations with after-hours availability?
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Utilization management (UM) protocols

* Goal of the payer: Manage costs

* Types of UM protocols
» Prior authorization
» Step therapy
» Concurrent review
» Retroactive review

* In marginalized communities, UM protocols can result in underutilization or
deferral of needed services

* Lack of awareness of and difficulty with navigating appeals process can
especially harm individuals from marginalized communities
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Focus on strategies to incorporate more equity-
enhancing features in health insurance benefit design

* Areas of exploration:

Health Benefit Design Innovations for
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T incorporating equity-enhancing
: = features
» How benefit changes are
evaluated

» How to incorporate the voices
of plan participants

e » Addressing implementation
s o challenges

* Nov. 15 symposium
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Why aren’t more equity-enhancing features

included in benefit designs?

* There is pressure to identify cost savings in order to add new or innovative
benefits

» Estimates of new benefits costs may ignore related reductions in other spending

» One-year health insurance term discourages benefits if offsetting benefits would not be
realized until future years

* Adoption of equity-enhancing elements has been incremental

* The focus has been primarily on cost-sharing elements rather than coverage
of nontraditional benefits

* Large employers may have more flexibility to incorporate new benefits and
more ability to consider long-term and non-medical effects than individual
and small group markets
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How to overcome the challenges to how new
benefits are evaluated

 Shift the focus from cost savings to cost effectiveness

» Cost effectiveness incorporates changes to health outcomes, not just
changes to costs

* Increase use of high-value benefits and reduce use of low-value
benefits

* Examine inconsistencies in treatments for interrelated conditions
and address as appropriate

* Consider the total impact of the new benefit over its lifetime and
not in isolation from other benefits
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Other considerations

e Quantitative and qualitative data are needed to identify unmet needs

* More research is needed to understand the cost effectiveness of new
benefit features, especially nontraditional benefits aiming to address health-
related social needs (e.g., transportation, nutritional support)

e Standardized measures of health care outcomes can facilitate the shift to
cost effectiveness in the private health insurance markets

* Benefit design is not enough; plan participants need to be aware of the
benefits, understand their value, and be able to use them
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Questions?
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Thank You

For more information contact:

Cori Uccello, MAAA, FSA, FCA, MPP
Senior Health Fellow
American Academy of Actuaries
Email: Uccello@actuary.org
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