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‘ > z 4 hen this view into 2018
was developed, Senate
failures to repeal, re-

place, or change the Affordable Care Act (ACA) had

occurred, and left the market unchanged from a legisla-
tive perspective. Regardless, relentless market change
before and after the implementation of the ACA has left

ACA exchanges in financial trouble, providers facing

decreased reimbursement, and consumers with limited

access to plans by metropolitan statistical area across the
country. As a result, commercial health insurance through
traditional carriers and employer self-funded market
trends have been re-energized.

Many trends from the past 2 years continue, albeit in

a transformed way because of the effect of unknown

change in the public (ie, government) sector market,

along with the tax reform legislation. Information tech-
nology remains important, but its user base and timing to
deliver information are shifting, along with potential
disruptive applications that will, in their own way, trans-
form market trends. In addition, technology innovations
will need to demonstrate a positive return on investment.

A clear consumer focus has emerged, along with efforts to

transform the healthcare experience to more positively

use a mostly unchanged delivery system and supply chain.

8 Themes Reveal Key Healthcare Trends

Going into 2018, with an eye on 2020, we have iden-
tified 8 themes that surround many key trends in this
energized US market.

Rural Healthcare

Outside of the largest cities and some suburban hospi-
tals where many health systems have formed, many pa-
tients in the United States receive care from smaller,
rural institutions that offer challenges for patients and
providers. According to the American Hospital Associa-
tion, “Rural hospitals provide essential health care ser-
vices to nearly 57 million people.”!

The number of people living in rural (nonmetropoli-
tan) counties declined by nearly 200,000 between 2010
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and 2016, which is the first recorded period of rural pop-
ulation decline.’

With government programs in constant danger of fi-
nancial cost-saving spending cuts, rural healthcare provid-
ers are in crisis. According to the National Rural Hospital
Association, “Currently one in three rural hospitals is in
financial risk. At the current rate of closure, 25% of all
rural hospitals will close within less than a decade.””

Adding to the unique problems of rural healthcare are
the decreasing number of physicians, the growth of
high-deductible health plans (HDHPs), a lack of choices
of private exchanges, and the opioid epidemic.

Takeaway: Rural healthcare providers and hospitals
will continue to turn to leveraging new technology as
they experience population loss. Technologies, such as
telehealth and telemedicine, and consumer health wear-
ables or smartphones, can enable rural-based care sys-
tems to consolidate specialty care services and referrals as
ways to survive and grow in an evolving market.

Consumerism in Healthcare

Healthcare consumerism is defined by the Institute for
HealthCare Consumerism’s IHC Forum as, “transform-
ing an employer’s health benefit plan into one that puts
economic purchasing power—and decision-making—in
the hands of participants. This is best achieved by sup-
plying employees with the decision-making information
and support tools they need, along with financial incen-
tives, rewards, and other benefits that encourage person-
al involvement in altering health and health care pur-
chasing behaviors.”*

As costs for consumers continue to rise, consumers
become more engaged in making certain they are getting
the best value for their money. They have come to expect
transparency and choice in their healthcare experience.

The success of healthcare providers will depend on
their ability to meet consumers’ needs and expectations.
Providers will be the primary source for education, infor-
mation, and the tools that patients need to take owner-
ship of their health.

Growing in parallel with increased consumer en-
gagement in healthcare is the increase in benefit choic-
es offered to employees by their employers. More com-
panies are offering HDHPs alongside traditional plans,
as employers look to shift some of the healthcare costs
to employees.

The baby boom generation continues to drive health-
care and pharmaceutical choices and costs, and will
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continue to do so for some time. However, baby boomers
will soon be eclipsed in driving healthcare and drug
trends: millennials outnumber baby boomers by approxi-
mately 7.7 million.”

Takeaway: As patients, millennials will influence the
future of healthcare in new ways, as their use of online
resources and telehealth continues to grow. Like baby
boomers and Generation Xers changed aspects of health-
care, millennials are fully the first generation expected to
share the burden of their health benefits. They believe
that healthcare costs are too high and that third-party
health payers or insurers have too much power.

Workforce Change

Employment in the United States is undergoing in-
tense changes, and an analysis of government data from
a survey by the Pew Research Center shows that employ-
ment in occupations that require more education and
training are on the rise, and many workers are realizing
that retraining and upgrading their skills are lifetime
commitments.® The workplace now encompasses multi-
ple generations representing a wide variation in skills,
life experiences, technical training, and college educa-
tion. Such a diverse workforce environment also creates
challenges for healthcare.”

The most difficult aspect of managing a workplace
comprising different generations of employees remains
communication. The workplace has lagged behind the
rest of society in communications. Employees have be-
come used to real-time communication in their home
lives, and they expect the same from their employers. It
is estimated that US consumers now spend 5 hours daily
on mobile devices.®

Many companies experience a large technology gap in
corporate communications. E-mail, which lags behind
mobile applications in communicating immediacy, re-
mains the primary means of workplace communications.
Employees often lack access to computers or company
e-mail addresses at work. Companies often do not use the
most effective internal communication tools to reach
their employees.

The physical workplace is also changing for employers.
Today’s “borderless” workforce includes those in the Unit-
ed States and abroad, employees in an office, those work-
ing remotely at home or at a satellite facility, and other
employees who are not connected but who perform criti-
cal service functions depending on the industry. Most re-
cently, there has been an increase in office-based employ-
ees and a decrease in home-based employees, as companies
seek to optimize their customer solutions. This is a reversal
from the previous trend of home-based employment to
more in-office and shared office space to maximize inter-
actions, creativity, and productivity among workers.

An article on working from home states, “The per-
centage of workers doing all or some of their work at
home increased from 19% in 2003 to 24% in 2015....
Among those in management, business, financial opera-
tions and professional jobs, the percentage was 35-38%.
And 68% of U.S. workers say that they expect to work
remotely in the future.”® The author continues, “Indus-
tries that are most likely to offer remote work include the
computer and information technology fields, medical
and health, and government and finance.””

Takeaway: As a way of improving overall communi-
cations with employees, employers will continue to ex-
pand their benefits and voluntary benefits to include
critical illness coverage, fitness centers, onsite or near-
site health clinics, access to convenient care retail clin-
ics, and the possibility of localized accountable care orga-
nization (ACO)-like groups to offer a continuity of care
for covered members.

Administration Transformation: Benefits Strategy

and Specialty Drugs

The Office of the Actuary at the Centers for Medicare
& Medicaid Services (CMS) estimated that aggregate
healthcare spending would grow at a 5.8% average annu-
al rate from 2015 to 2025, or 1.3% higher than the ex-
pected annual increase in the gross domestic product.'
This is causing more interest in new strategies across
employers for drugs or administration.

Increasing healthcare costs have forced employers to
reassess the healthcare benefits they offer to employees.
Typically, employers today are responsible for approxi-
mately 70% of care costs and consumers own 30%, as
opposed to the historical 80%/20% proportion.!

To remain competitive, employers will continue to
offer benefits to employees, but have been requiring em-
ployees to contribute to the costs of their health cover-
age after the implementation of the ACA. This has led
to a resurgence in health savings account plans that re-
quire a high deductible. From a human resource perspec-
tive, the following activities were among the most suc-
cessful in controlling the costs of healthcare':

e Offering consumer-directed health plans (eg, health
reimbursement arrangements, health savings accounts)
and a health maintenance organization plan

e Creating an organizational culture that promotes
health and wellness, including incentives or rewards
related to health and wellness

e Increasing the employee share contributed to the total
costs of healthcare

e Placing limits on, or increasing cost-sharing for, spou-
sal healthcare coverage

e Increasing the employee share contributed to the cost
of brand-name prescription drugs.
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Employers are increasing access to mobile virtual
medical care, which saves time and money and increases
the quality of care and employee productivity. Overall,
employers are also increasing access to centers of excel-
lence, as they look to control costs while improving
employee health outcomes. Employer innovation in of-
fering health benefits to employees is increasing as work
flexibility, paid time off, student loan repayment, and
professional development are becoming routine.

A newer offering from employers that is seeing signif-
icant change is voluntary benefits. Traditionally offered
as a low-cost additional benefit to baby boomers, employ-
ers are now adding a wider variety of optional voluntary
benefits, such as identity theft protection, critical illness
insurance, and pet insurance, which appeal to younger
employees. The variety of voluntary benefit options will
force companies to rethink their employee benefit strat-
egy as they compete to attract and retain top talent.

Growing in parallel with increased consumer engage-
ment in healthcare is an increase in benefit choices of-
fered to employees by companies (Figure, available at
www.AHDBonline.com).”” More employers are offering
HDHPs alongside traditional plans to meet the demand
for choice or better options for healthcare coverage.!®

Employees who are now facing the burden of contrib-
uting more to the costs of their health coverage are
turning in greater numbers to HDHPs as a primary
means of insurance, along with the possibility of retire-
ment savings through health savings accounts.

Specialty drugs are administered to less than 1% to
2% of the US population, yet they account for 38% of
US prescription drug costs.'* By 2018, US specialty
drug costs are expected to account for 50% of all US
prescription drug costs.”” This has emerged as a strategic
issue for employers.

The robust biologic and specialty drug pipelines are
major drivers of this cost growth. New drug approvals
typically increase utilization, and prices at the drug’s
launch are often high, especially for drugs that offer
novel mechanisms of action or increased effectiveness.!®

Specialty drugs continue to represent a strong re-
search pipeline and accounted for 71% of the 24 drugs
that gained US Food and Drug Administration (FDA)
approval in 2016.1° As the specialty pharmacy transforms
as a sector, FDA approval of specialty drugs will continue
to rule the pharmaceutical landscape.'® This trend is ex-
pected to continue in 2018 under Scott Gottlieb, MD,
the new FDA Commissioner, through internal efficien-
cies that generally speed up new drug approvals.

Another key driver of increased specialty drug costs is
the well-publicized periodic price increases taken by
manufacturers.

Specialty drugs can be covered under a payer’s phar-

macy or medical benefit, or under both, depending on a
payer’s plan design. To address the rapidly rising special-
ty drug costs, managed care organizations, including
health plans, third-party administrators, pharmacy bene-
fit managers (PBMs), and specialty pharmacies, often
deploy various drug utilization and clinical management
strategies to control drug utilization and costs.

As interest in value-based purchasing grows, pharma-
ceutical manufacturers and health insurers have realized
that paying for certain high-cost drugs based on the pa-
tient outcomes they deliver through value-based con-
tracts is one way to control the drug costs. Akin to other
risk-sharing or risk-based arrangements allowed by the
ACA, these remain in their infancy.

Value-based drug-related outcomes agreements take
time and resources to capture and analyze an immense
amount of data, which health plans and/or PBMs need to
determine if the drug produced the promised outcome.
In addition, several internal and external regulatory bar-
riers are keeping companies from creating more out-
comes-based contracts. Nonetheless, pricing will contin-
ue to remain under pressure, and the cost of care will lead
into more net-cost arrangements through the larger
healthcare market transformation now underway.

Takeaway: Intensified scrutiny of benefits adminis-
tration, benefits strategy, and drug pricing is already oc-
curring. Pharmaceutical pricing in the supply chain, es-
pecially for specialty drugs, has taken center stage as a
main driver of increasing healthcare costs. There will
continue to be a concerted effort by all stakeholders to
share the higher costs while increasing the use of indus-
try-wide cost-sharing initiatives, such as value-based
purchasing and net-cost contracting or direct contract-
ing with manufacturers to manage cost trends while
balancing outcomes for population health.

Integrated Care for Population Health

In a typical integrated network, the payers stipulate a
framework whereby provider groups agree to care for a
specific patient population with the goal of reaching or
surpassing a predetermined set of quality and cost bench-
marks. The integration model encourages healthcare
organizations to deliver value to patients and reduce the
overuse of treatments.

Much like an ACQO, the Integrated Prevention Net-
work establishes a framework whereby regional and/or
local provider groups agree to care for a specific patient
population, with the goal of reaching or surpassing a
predetermined set of quality and cost benchmarks. The
established framework is determined locally by the stake-
holders, including the purchaser(s), the payers and ad-
ministrators, and the clinical entities responsible for de-
livering on the stipulated care guidelines.
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The use of innovative diagnostics and advanced
blood and genetic protocols (recognized as the gateway
to prevention) will be at the core of the standardized
treatment guidelines. Standard “usual and customary”
fee arrangements will be replaced by the proprietary- or
commodity-driven reimbursement algorithm as outlined
under the Integrated Prevention Network.

A standardized information technology solution will
be utilized within any given geographic region to aggre-
gate clinical outcomes, economic outcomes, and preven-
tive standards of care.

In recent years, a rapid increase has taken place in
select outpatient medical services, including surgical and
intervention procedures being performed in the outpa-
tient setting, as hospitalized inpatient visits have fallen.

Providers increasingly are shifting their focus to ambu-
latory care. The US Census Bureau data show that ambu-
latory care spending grew by 7.3% from quarter 2 of 2015
to quarter 2 of 2016, totaling $244.3 billion.'” Experts
suggest this growth is fueled in part by new value-based
payment models and technology advancements.!”

Hospitals continue to shift from inpatient to outpatient
volume as a strategy to grow their revenue. The growth in
the number of ambulatory care facilities and industry con-
solidation, combined with reimbursement reductions and
the additional use of quality-based payments, have been
the drivers behind the increase in ambulatory care.

Takeaway: Innovations play a key role in the ad-
vancement of healthcare delivery, and as the use of
technology continues to increase, ambulatory and outpa-
tient care will also increase, supported by consumers who
will find the growth of these services saves them money
on their healthcare costs. Integral to achieving savings
will be integrated models to deliver successful population
health outcomes from the services provided.

Technology Acceleration and Transformative
Market Impacts

Wearable sensors are small but crucial components of
consumer technology that enables smart devices to track
and monitor several parameters, such as movements,
temperature, speed, muscle activity, and blood pressure.
Sensors collect data about the physical and chemical
properties of the body and local environment, which are
used by algorithms to produce useful information.

Wrist-worn wearables for entertainment and wellness
and fitness applications are a key contributor to the rapidly
growing market traction for these devices. Moreover, high
demand and penetration of smart wearable devices have
resulted in an increasing demand for wearable sensors.

Based on the type, the wearable sensor market can be
segmented into accelerometers, magnetometers, pressure
sensors, motion sensors, force sensors, temperature, hu-

midity sensors, gyroscopes, biosensors, image sensors,
touch sensors, and others. Based on the application, the
wearable sensor market can be segmented as wrist wear,
eyewear, body wear, footwear, and others.
A recent article on wearable technology notes, “Inno-
vative companies such as AiQQ Clothing, Hexoskin and
OM signal are already paving the way with biometric gar-
ments that measure body vitals. Future wearables could be
more hidden by adding a thin film inside your favorite
jewelry to measure biometric data [and] activity levels.”'®
Questions remain regarding these advancements, in-
cluding the ability of a single wearable to produce all the
data an individual will have interest in monitoring. In-
dustry experts believe that the crucial point for wearable
technology will be when consumers can connect and
integrate their homes to drive efficiencies with the click
of a button.
Increasingly, genomics and personalized medicine en-
able us to get therapy customized to our own molecular
makeup. To date, only a few examples of genomic informa-
tion have been used in making decisions about treatment,
yet the research is robust and is moving forward quickly.
Government regulation will continue to play a large
role in the future of genomics. Different government enti-
ties have responsibility for the separate parts that comprise
genomics: CMS for labs, the FDA for kits and informa-
tion, and the Federal Trade Commission for marketing.
According to Nikhil Krishnan, a senior analyst at
CB Insights, interest in genomics and personalized
medicine will continue, because of the opportunities it
represents, including!:
® Improved, more precise treatments based on patients’
genetic code and possible adverse events

® Genetic counseling to help patients understand the
data and make alternate life decisions

e Editing of genes to repair mutations as we learn how
genes are expressed

e Using DNA for computing applications to collect
more data in a small space

e Using genetics as a biometric identification system for
increased security

e Lifestyle plans and coaching that personalize patient
care through the use of genetics.

Frost & Sullivan states\, “Telehealth services and
systems have made the most progress in remote manage-
ment of post-acute care patients or among patients with
chronic conditions, many of who have one or more
co-morbidity. This progress is visible across 4 major seg-
ments: remote patient monitoring, virtual telehealth
visits, mobile health, and personal emergency response
systems.”?° Telehealth tends to be more consumer-driv-
en, with vendors innovating new communication solu-
tions to meet younger patients’ needs.
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According to HIMSS Analytics, “telemedicine is
defined as the transfer of medical information via tele-
communication (synchronous and asynchronous)
technology or specially designed medical devices for
the purpose of delivering healthcare services and clin-
ical information.”?!

The adoption of telemedicine technology increased
from 54.5% in 2014 to 61.3% in 2016, an approximately
3.5% annual rate.’! Although a relatively small increase,
the upward trend shows that organizations are embracing
the need for telemedicine to better serve patients.

However, problems remain for telehealth and tele-
medicine adoption, because of existing state regulations
regarding the patient—doctor relationship and licensing.
This has limited the use of telemedicine, particularly in
multistate scenarios that involve a patient at home or in
a nonoffice situation, when a patient may be using a
mobile device. Artificial intelligence could organize pa-
tients’ treatment plans better, and could also provide
physicians with all the information they need for effec-
tive decision-making.

An article on the Medical Futurist website states,
“Artificial intelligence has already found several areas
in healthcare to revolutionize starting from the design
of treatment plans through the assistance in repetitive
jobs to medication management or drug creation.”?
This includes?:
® Mining medical records
¢ Designing treatment plans, including the use of preci-

sion medicine
e Assisting in repetitive jobs
® [n-person and online consultations
® Drug creation.

As the wellness trend continues, the primary site of
care has shifted and medical virtual reality has also be-
come an area with numerous opportunities. According
to an article on medical virtual reality, “Although the
field is brand new, there are already great examples of
[virtual reality] having a positive effect on patients’ lives
and physicians’ work,” including?:

e Watching operations as if you performed the surgery
e Relaxing patients with a chronic disease

e Making children feel as if they are at home

¢ Helping physicians experience life as an elderly person
¢ Speeding up recovery after a stroke.

The Global Wellness Institute estimates that the
wellness industry grew worldwide by 10.6%, to $3.72
trillion between 2013 and 2015, making it one of the
fastest-growing markets.?*

Trends driving the wellness industry include at-home
blood testing, promoting 360-degree wellness, fitness
festivals, and marijuana for well-being.?®

Takeaway: Technologic advances will continue to

have a large impact on the delivery of healthcare and
will affect all stakeholders in some way. The depth and
breadth of the current technology applications on the
market will quickly be surpassed by a robust pipeline of
new offerings that surpass older ones in functionality and
market transformation. To have a positive and long-last-
ing effect on healthcare, successful innovations must
provide a meaningful return on investment, whether
clinical, economic, or both. In some cases, new metrics
will be needed to determine such value calculations.

Supply Chain (Drug and Revenue) Disruption

In the postrecession, post-ACA marketplace, there
had been little significant supply chain change until
2016, when the money flow revelations regarding the
pharmaceutical companies Turing, Valeant, and Mylan
occurred. Those manufacturer-level insights led to a
continuing release of information and analyses regarding
the value propositions among the supply chain stake-
holders. The middlemen that are typically within the
supply chain include pharmacies, physician offices, hos-
pitals, PBMs, distributors, and wholesalers.

Although mergers and acquisitions have been hap-
pening since 2000, the focus on value and value-based
purchasing since 2012 has forced another look into the
supply chain, which was accelerated by the 2016 manu-
facturer revelations.

Beyond the high costs of specialty drugs, there is a
significant need for all stakeholders, especially employ-
ers, to better understand the excess costs in the value
supply chain. As was seen in the logistics sector, ineffi-
cient delivery of packages or changing standards drove
innovation with solution offerings.

The same is now occurring at a rapid pace in the
healthcare sector, where previous standards do not apply
and innovation to improve outcomes of care from the
system is a major driver of change; this includes the lack
of transparency throughout the drug supply chain and
the role of third parties (ie, middlemen) in unnecessarily
increasing costs via duplicative or needless services. This
is especially significant, because it is affecting the ability
of employers to meet their fiduciary obligation.

According to the Department of Labor, “the primary
responsibility of fiduciaries is to run the plan solely in the
interest of participants and beneficiaries and for the ex-
clusive purpose of providing benefits and paying plan
expenses.”?® This has provided the opportunity for mid-
dlemen in the pharmacy benefits supply chain (eg,
PBMs, distributors, and wholesalers) to continue their
opaque business practices, which has left self-funded plan
sponsors (in general, employers) caught in the middle.

Although the impact of middlemen in increasing
healthcare costs has been known for decades, it has only in
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recent years been identified as a key issue. Few opportuni-
ties exist for employers to affect the cost of traditional and
specialty drugs. Yet, price and rebate transparency issues
continue to play a significant role in adding to the already
high cost of specialty drugs, and much of this is caused by
our current managed care or supply chain middlemen.

These healthcare middlemen typically include drug
wholesalers and distributors that purchase, inventory, and
sell drugs to independent and chain drugstores, supermar-
kets, mass merchants, mail order pharmacies, hospitals,
and physician offices’’; medical suppliers and clinics that
sell specialty drugs primarily to physician-owned and -op-
erated clinics, hospitals, and hospital-owned outpatient
clinics, and may also supply some self-administered drugs
to specialty pharmacies, as do wholesalers; and PBMs and
pharmacies, in the form of retail, mail order, and specialty
pharmacies. According to a March 2017 Bloomberg arti-
cle, “in the U.S., $15 of every $100 spent on brand-name
drugs goes to middlemen...[and] the largest share, about
$8, goes to [pharmacy] benefit managers.”?

There are many stakeholders concerned that PBM
consolidation and vertical integration are reducing com-
petition in healthcare. Future solutions should address
the underlying issues and focus on member outcomes,
plan performance, and real-time claims adjudication.
Early examples include the net cost of drugs, based on
the list price at the time of dispensing and formularies.

Dispensing and claim-processing using nondispensing
drug utilization review services paid to be licensed profes-
sionals through separate administrative fees, which is
typically done retrospectively, could be done in real
time. Manufacturers (device, diagnostic, or pharmaceuti-
cal) could also be included in shared-risk arrangements
for drug-related outcomes that would be measured
through real-time and retrospective analyses.

Recently, Amazon announced its entry into health-
care, without specifics or details as to what it plans to do.
Other nonhealthcare information technology firms are
focusing their research on health-based solutions that
will challenge traditional drug manufacturers.

With an uncertain legislative path and a nonpoliti-
cian president in the White House, economic concerns
about who and how much would be paid for drugs cloud
the future.

Takeaway: Misaligned metrics that have been selec-
tively, clinically or economically, driven need to be bal-
anced in a way that relates to the multiple stakeholders
who are now sharing in the outcomes of risk-taking. Pa-
tients as consumers, physicians and others as providers,
and manufacturers and their supply chain, need to re-
think their metrics in a more meaningful way, and with
an efficiency-oriented, actionable matrix for alignment
toward achieving optimal patient outcomes.

Government: Legislative and/or Regulatory Change

Government agencies are beginning to make a differ-
ence and create change within their areas of regulatory
authority. These actions affect the public and private
sectors. The ACA created a tri-agency interface that
includes the Department of Health & Human Services,
the Treasury, and Department of Labor.

FDA. The Trump Administration has been urging
the FDA to “decrease the amount of time it takes to issue
approval for new drugs, slash regulatory authority by
forcing agencies to cut two regulations each time a new
one is issued, and institute a federal hiring freeze that,
whether intentional or not, would have a significant
impact on how quickly the FDA can respond to these
new requirements.”?

Treasury. Under the ACA, the Internal Revenue
Service (IRS) plays an important role in ensuring
healthcare enrollment through credible insurance plans.
This results in plan sponsors and employers reporting
information to the IRS so that the agency can match up
appropriate coverage to the costs incurred by a specific
patient or member of the plan. In the absence of cover-
age, the IRS can levy a fine to the taxpayer.

In addition, various manufacturer assistance programs
may lead to fraudulent IRS reporting resulting from such
programs being conducted outside of normal benefit ad-
ministration and reporting systems through the plan spon-
sor or by the patient as a member. Typically, the patient is
unaware of the assistance as a reportable benefit or of the
amount of assistance provided. Historically, this had not
been an issue, because of the small value of assistance,
typically a $15 to $50 copay amount; however, with spe-
cialty drugs, the average value far exceeds the meaningful
value of $300 annually set by the IRS.

Department of Labor. A recent New York Times arti-
cle states, “President Trump, who came into office court-
ing labor unions and vowing to stand up for American
workers, is taking a major step to alter the direction of
federal labor policy, positioning the National Labor Re-
lations Board to overturn a series of high-profile Obama-
era decisions.”’® The moves arrive after President
Trump’s proposed deep cuts to the Labor Department
and job-training programs across the federal govern-
ment. The article continues, “The administration dis-
closed that it opposes the labor relation board’s position
that employers cannot require employees to waive their
rights to bring class-action cases—an issue the Supreme
Court will hear arguments about” in 2017.%°

States. State governments find themselves under in-
creasing cost pressure, because healthcare accounts for
approximately 33% of state budgets.’! State governments
do not have the same flexibility in rules and regulations to
make significant changes to try to reduce healthcare costs.
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Takeaway: Without federal action to change the
healthcare market dynamic or to empower states, the mar-
ketplace will be further fragmented by public or private
sector lines being drawn. Private sector healthcare can in-
novate and grow with the markets’ desire to offer benefits
to employees. Unlike the public sector, the Employee Re-
tirement Income Security Act and other market factors
allow for transformation that has drawn providers and in-
surers to focus more on the private sector. This includes
continued withdrawing from ACA exchange plans, as well
as reducing risk exposures by the states through limiting
coverages or requiring cash payment for services to let pa-
tients determine their own reimbursement options.

Conclusions

Although the market landscape remains unchanged
from a legislative perspective, continuing market evolution
has resulted in providers facing decreased reimbursement
and consumers with limited access to health plans by met-
ropolitan statistical area across the country. This has result-
ed in commercial health insurance through traditional
carriers and self-funded employers driving market change.

We identified 8 key themes that comprise many more
trends that will affect the 2018-2019 US healthcare mar-
ketplace. In addition to these individual trends, the pace
of change over time remains accelerated, along with
economic factors that continue to deal with mitigating
cost drivers. It remains to be seen what, if any, legislation
comes out of Congress to the president’s desk for signa-
ture. Nonetheless, these themes will continue to move
forward and play out actively in the marketplace, effec-
tively transforming the business of healthcare from the
way it was in January 2017. H
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HDHP indicates high-deductible health plan.
Source: Access Market Intelligence. 2017 analyses adapted in part from Benefitfocus data.
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