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 Key Statistics     What Employers Are Doing to Manage Plans: Selected Strategies  

Insulin Spending | According to the Health Care Cost 
Institute (HCCI), gross insulin spending per person with 
Type 1 diabetes nearly doubled over only four years: from 
$2,864 in 2012 to $5,705 in 2016. It accounts for 
47 percent of the $6,027 increase in the total per-person 
spending on health care for Type 1 diabetes over that period. 

 

 

 

 

 

 

 

 

 

 

 
Price Variation Among Network Providers | Using 
information from Sibson’s SHAPE database, the following 
graph shows average cost per episode of care for a total 
knee replacement (30-day post procedure or discharge) for 
hospitals in the New York City area. It illustrates the huge 
variation in price among network providers for the same 
procedure in the same region. 

  

Bundled Payment Arrangement | As health plan cost increases continue to significantly outpace general inflation and average 
wage increases, employers are increasingly considering cost-saving alternatives. These include value-based payment models that 
reward quality and efficiency over fee-for-service arrangements. In the shift to value-based reimbursement, one of the fastest-
growing payment models is compensation for episodes of care.  An episode of care covers all the services a patient received in the 
course of treatment over a specific period of care (e.g., 30 days, 60 days). 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. When considering these arrangements, employers may wish 
to review plan design, network access assessment, performance measurements, financial measurements, communications and 
compliance. Sibson can assist with all those reviews. We can also help evaluate price variations for procedures within specific 
geographic areas using our SHAPE database to better assess value-based reimbursement models. 

Stop-Loss Coverage | According to 2019 data in Sibson’s medical stop-loss insurance database, premium rate increases 
continue to be higher at lower deductible levels. Also, most plans include prescription drug claims in their stop-loss coverage. 
That is increasingly important as high-priced drug therapies escalate. Finally, there is a huge range in premium rates for similar 
coverage levels. That means opportunities exist for employers to secure more cost-effective stop-loss coverage. Employers 
should also consider strategies that reduce future health care risks, better manage catastrophic claims, audit high-cost claims 
(before payments are made) and transfer risk to stop-loss insurers. 

Cost of Insulin | The near doubling of the average price of insulin used to treat Type 1 diabetes cited in the first column is driven 
by the flow of payments for insulin through the supply chain. For example, manufacturers pay rebates to pharmacy benefit 
managers (PBM) for formulary placement. Lack of transparency contributes to the increase in cost for this category. Employers 
can address this issue by restricting the number of changes a PBM can make to a formulary in a year, designing value-based 
contracts, negotiating outcomes-based guarantees in their contracts and promoting the use of standardized fee arrangements 
instead of rebates in the insulin supply chain. Lilly recently released an “authorized generic” of its popular insulin, Humalog®. It is 
roughly half the price of the brand, but will not receive rebates. 

   Compliance News  

  

Replacing Rebates with Point-of-Sale Discounts | A proposed rule to amend the safe harbor regulations concerning discounts 
that are protected from liability under the federal anti-kickback statute was published by the Department of Health and Human 
Services (HHS). HHS is proposing to eliminate prescription drug rebates and permit discounts to participants at the point of sale. It 
would apply to payments from drug manufacturers to sponsors of Medicare Part D plans and Medicaid managed care organizations 
as well as to the PBMs that contract with those plans. 

Possible Repeal of the ACA Excise Tax | A House bill to repeal the ACA 40 percent excise tax on high-cost health plans (also 
known as “Cadillac tax”) has been introduced by representatives from both parties. It is possible that another delay in the excise tax 
(currently scheduled to take effect January 1, 2022) could be passed later this year. 

Update to ACA Dollar Amounts | The following changes are reflected in Sibson’s ACA Dollar Amounts and Percentages chart: 
the proposed out-of-pocket limits for 2020 for non-grandfathered plans ($8,200 single/$16,400 family) and the new Federal 
Poverty Guideline (FPL). The new FPL allows a plan to calculate the FPL affordability safe harbor amount for the plan year 
beginning February 1, 2019 to December 1, 2019. 

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