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What is Driving Change to Consumer 
Directed Health Plans?

Health care costs continue to rise:
• Premiums up 13.9% in 2003 over 2002.
• Drug costs rose 8.8% in the first half of 2004.

Rate of uninsured continues to rise:
• 45 million people uninsured in 2003.

New solution - Consumer Directed Health Plans:
• Shift responsibility to cost-conscious, educated 

consumers.



Characteristics of Consumer-Directed 
Health Plans

High deductible health insurance plan.

Personal health savings account. 

Gap between account and high deductible 
policy which is consumer responsibility.

Internet-based decision support.

New: ability to save and invest $ not spent.

Greater overall employee cost sharing.



Range of Consumer Directed Health Plans

Health Savings Accounts (HSA):
• Portable accounts owned by individual.
• High deductible health plan required.

Medical Savings Accounts (MSA):
• Portable accounts for small firms (<50) and self 

employed.
Health Reimbursement Accounts (HRA):
• Employer funded accounts that stay with 

employer.
• No high deductible plan required.

Flexible Spending Accounts (FSA):
• Employee funded with pre-tax dollars.
• Use it or lose it by year end.



Potential Benefits of Consumer Directed 
Health Plans

Enhanced consumer involvement:
• Consumers have significant control of money 

spent.
• Consumers have choice of provider/site of care.

Greater cost control/potential for savings:
• “Skin in the game” concept.
• Cost transparency.

Quality improvement:
• Internet education tools. 
• Quality measures in development.



Potential Drawbacks of Consumer Directed 
Health Plans

Healthy and higher-income more likely to find care 
model attractive leading to risk segmentation.
Once deductible is met, no more incentive for cost-
conscious purchasing.
Doesn’t address high cost cases which drive overall 
health care system costs.
“Hard to be cost conscious when you’re 
unconscious!”

Good information on quality or price not available.

Additional barriers to care for diverse populations.



Trends in Consumer Directed Health Care

Greater employee cost sharing regardless of plan: 
In 2004, 51% of workers had a plan that required 
deductible to be met before benefits provided.
Employer interest in consumer directed health 
plans is growing:

• 20% of firms > 5,000 offer high-deductible plans.

Nine out of ten health insurers expect to offer a 
consumer driven plan within one year, according to 
Milliman Consultants.



Consumer Profile and Experience

Plans are new; however, some common themes:
• Accessed by computer literate, English speaking 

and fairly educated individuals and families.
Whirlpool Employee Study showed: 
• CDHP employees more educated.
• CDHP employees had higher incomes.

University of Minnesota study supported selection 
by those with higher incomes.
No definitive study results on whether plans attract 
healthier enrollees.   (Whirlpool study found CDHP 
employees to be significantly healthier; U of M study 
found no difference.)



Chronically Ill Consumer and Consumer 
Directed Plans

How will consumer directed plans affect the costs 
generated by the chronically ill, the 20% of people 
who spend 80% of health care dollars?  
• When consumers face higher cost-sharing, they 

consumer fewer services.
• May or may not be appropriate reduction in care.

Tiered co-pay levels for pharmaceuticals and strict 
formularies are common practice in consumer 
directed plans.  Disparate effect on chronically ill.



Drug Utilization Affected by Copayments



National Institute of Health Policy 
Consumer-Focused Initiative

NIHP identified the consumer-directed health care 
model as a major area of focus.
Concern that this model was being promoted as 
the solution to health care cost increases.
NIHP members not clear how this model translated 
to the patients they saw every day: chronically ill, 
high medical costs, non-English speaking, lacking 
ability and access to health information.
Not at all clear how CDHPs would be workable for 
these patients or save costs for them.
These issues not being discussed by CDHP 
advocates.



National Institute of Health Policy Initiative

Consumer-Focused Health Care Workgroup 
formed to address these issues:
• What new models are needed to engage the 

consumer who doesn’t fit the CDHP model?
• How can we support a strong relationship 

between these patients and their providers?
• How can we enhance the ability of these 

consumers to make informed choices?  
Consumer-Focused Health Care Summit: 6/14-15.
All questions will be answered there!



Consumer-Focused UCare Program: 
Minnesota Senior Health Options

Demonstration project for persons on Medical 
Assistance with or without Medicare.

Integrates Medicare and Medicaid funding in one 
contract with the state.

Care coordination provides one point of contact for 
member.

Integrates acute and long-term care financing and 
delivery systems under one umbrella.

Goal is to keep frail elderly in the community.



MSHO Profile

February, 2005 Enrollment:         2,670    
2004 Revenue: $60 Million
Member Profile: 
• 48% of MSHO members live in the community 

and 25% of those are frail.
• 40% have identified ADL needs.
• 21% are non-English speaking with most (53%) 

Hmong-speaking.
• All MSHO members receive case management 

services and have care plans.



MSHO Program Success: May

71 year old Hmong woman with chronic renal 
failure.
Afraid of dialysis; refused diagnosis, treatment.
Health was deteriorating when she joined MSHO.
Care coordinator helped hire personal care 
attendant, physical therapist.
Coordinator explained dialysis, toured dialysis 
center with May, arranged transportation to 
appointments.
May is on dialysis and doing well.



Consumer-Focused UCare Program: 
Minnesota Disability Health Options

First managed care program developed specifically 
for adults with physical disabilities.
One contract for Medicaid and Medicare services.
Integrates acute care, chronic care, home and 
community-based services, and long-term care 
financing, and delivery under one umbrella.
Much more challenging financially than MSHO.  
Small numbers/high cost/voluntary.
Health coordinator provides one point of contact.
2005 pilot project to include developmental 
disabilities.



MnDHO (UCare Complete)

February 2005 enrollment: 418
2004 Revenue: $26.5 Million
Member profile: 
• 21% spinal cord injuries
• 15% multiple sclerosis
• 14% traumatic brain injury
• 4% ventilator dependent
• 74% Caucasian
• 98% English speaking.



MnDHO Program Success - Ron

Had multiple sclerosis for 20 years.

While in FFS, developed a large skin ulcer; in 
hospital and nursing home for over a year.

Joined UCare Complete.  Next skin ulcer, he made 
a six-week recovery at home.

In 36 months as a UCare Complete member, he 
has been hospitalized twice for two days. 

Ron feels he has peace of mind: “I never feel like I 
can’t get help.”



Benefits of Integrated Programs

MSHO
• Opportunity for better 

care coordination.
• Supports member in 

most appropriate 
setting.

• Pooling of funding 
streams for flexibility.

• Integrate across 
continuum, community 
based and institutional.

• Streamlined regulatory 
oversight.

MnDHO
• Brings managed care 

to new groups.
• Health coordination 

model appropriate.
• Promotes community, 

not institutional, 
setting.

• Strong consumer and 
family involvement.

• Streamlined regulatory         
oversight.



Integrated Program Challenges

Risk selection issue due to voluntary enrollment. 
Programs require special provider efforts beyond 
FFS. Some very involved; others not interested.
Need accountability from collaborators who bring 
expertise in physical and developmental disability.
Must be proactive to maintain member eligibility 
and not develop continuity of care problems.
Finances can be unstable with small enrollment and 
high medical cost. 
Need ability to renegotiate with state staff built on 
an ongoing positive relationship.



Consumer-Focused UCare Program: 
Congestive Heart Failure

Disease management program designed in 
partnership with Cardiocom.
Started program in 2001; recently renewed.
High tech “talking scale” is placed in members’ 
homes. 
Daily weigh-ins and health status questions.
“Triggers” result in phone call and follow-up from 
Cardiocom nurse.
Approximately 250 members currently in program.
True partnership between patient, provider and 
health plan.



Cardiocom: Results

71% decrease in hospital admissions one year after 
enrollment in Cardiocom.

Savings after taking disease management costs 
into account: $1.15 million (52% decrease).

Consumer response: 

• “Thank you!  Thank you! Thank you! NO hospital 
visits in the past year.”

• “My health has steadily improved since putting 
Cardiocom in place.  It literally has been a life 
saver!  Thank you!”



Conclusions

Current consumer-directed programs do not meet 
the needs of populations with highest costs.
Programs can be tailored for specific populations 
that are culturally inclusive and appropriate for 
people with chronic illness and high cost.
Consumer-focused health care is a partnership 
between three responsible parties: the consumer, 
provider and health plan. 
All have unique roles and all must fulfill those 
roles in order to achieve best outcomes.
We must continue to involve and respect 
consumers in this process.
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