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Learn more by clicking on the blue text below. 

 Key Statistics     What Plan Sponsors Are Doing to Manage Plans: Selected Strategies  

Cost of Childbirth Varies among States | According to 
data from Fair Health, a nonprofit organization, there is wide 
price variability for childbirth among states. The average cost 
for vaginal birth ranges from $5,017 (Alabama) to $10,413 
(Alaska). Medical price variations could be a result of the cost 
of attracting doctors to work in rural hospitals, regulatory 
differences among states and market distortions caused by 
the presence of a large health care system (an area with a 
large health care system tends to have higher prices).  

 

 

 

 

 

 

 

 

 

 
Source: Rebala, Pratheek. “Find Out How Much it Costs to Give Birth in  
Every State.” Money Magazine. October 17, 2017 

High-Dollar Medical Claims | The increasing severity of 
high-dollar (“shock”) medical claims continues to place an 
outsize burden on plan sponsors (see below). Stop-loss 
insurance helps reduce the impact of unanticipated 
catastrophic claims and makes costs predictable, especially 
for smaller groups or groups with modest cost reserves. 

 

 

 

 

 
*Zolgensma® is an FDA-approved therapy (one time-treatment) for treating 
spinal muscular atrophy. 

  

Bundled Payment Model for Maternity Care | According to the Centers for Disease Control and Prevention, the U.S. has the 
highest mortality rate for pregnancy-related deaths among developed countries. Three out of five pregnancy-related deaths are 
preventable. Pregnancy is also one of the most common reasons for hospitalization. Bundling of maternity-care services has the 
potential to improve quality and reduce costs for pregnancy and childbirth services. Under a bundled payment arrangement, a 
single negotiated payment is made to a provider for an episode of care. That gives providers an incentive to eliminate unnecessary 
services, improve coordination of care and achieve better outcomes. Vendors, such as Cigna, Humana and UnitedHealthcare, 
have already introduced this bundled option. Plan sponsors who are considering a bundled payment model need to review 
potential issues that may arise in plan design, network access, performance measures, communications and compliance. 
Increase in Approved Gene Therapies | Gene therapy involves replacing a gene that causes a medical problem with one that 
does not, adding genes to help the body fight or treat disease or turning off genes that cause medical problems. The number of 
investigational new drug applications in cell and gene therapies have significantly increased over the past year. Gene therapy is a 
high-cost treatment and is considered a prescribed medical therapy (not a prescription drug). If plan sponsors are considering 
adding gene therapies to their health plan, they should review a number of factors including cost, the population that can benefit 
from them, the limited number of facilities approved to provide these therapies and the risks involved in the therapies themselves. 
If plan sponsors decide to add gene therapy, they should consider revising the precertification process, determining if care will 
need to be provided out-of-network, including travel benefits and adding a stop-loss insurance policy. 
Average Cost of Emergency Room (ER) Visits Surge | According to the Health Care Cost Institute, the average cost of an 
ER visit increased 176 percent between 2008 to 2017. The report examined five successive Current Procedural Terminology 
codes for ER visits that were based on medical complexity. The average price for the higher-severity codes rose at a faster rate 
than the lower-severity codes. This resulted in increased out-of-pocket costs for patients despite little change to the overall 
number of ER visits. President Trump also addressed this issue recently calling upon Congress to take action on “surprise” 
medical bills sent to patients (including bills from out-of-network ERs). Plan sponsors should consider strategies such as direct 
contracting, using tiered or narrow networks, using reference-based pricing and implementing a stronger communications 
strategy (e.g., communicating which hospitals are in- or out-of-network) as a way to help reduce costs for both participants and 
plan sponsor. 

   Compliance News  

  

Final Rule Expanding Permitted Types of Health Reimbursement Arrangements (HRAs) | A final rule expanding the use of 
HRAs by employers and plan sponsors was released by the Departments of Labor, Health and Human Services, and Treasury.  
The new rule creates two new types of HRAs including an individual coverage HRA and an excepted benefit HRA. 
Medicare Part D and Retiree Drug Subsidy (RDS) Increase Slightly | The Medicare Part D standard defined benefit will 
increase for 2020 (less than 5 percent for the deductible but 24 percent for the out-of-pocket threshold, which is sometimes 
called the true out-of-pocket cost or “TrOOP”). The RDS amounts that the Centers for Medicare & Medicaid Services pays to 
sponsors of group health plans that provide prescription drug coverage to Medicare-eligible retirees will also be higher in 2020. 
The cost threshold will increase almost 5 percent while the cost limit increase will be more than 5 percent. 

Segal Consulting released a summary of Affordable Care Act dollar amounts and percentages (that are indexed to various 
measures of inflation or that change from year to year). An updated comparative chart was also released to help trustees of 
multiemployer health plans and fund administrators decide which individual account option is best for their plain. 

For previous issues of Trends or other Segal publications, please visit Segal’s website. 
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