Discussions on Key Business Trends in Health Care

Evolution of Self-Funding

How innovations are improving
self-funded health insurance

What’s driving the increase in self-funded health insurance?

How has self-funded insurance changed?



Today, there is less fear and higher adoption rates. At the same time, historical best
practices still exist — avoiding taxes, risk charges and state mandates with lower
fixed costs — as well as additional cost savings where self-funded plans avoid rules
and regulations of the Patient Protection and Affordable Care Act.

What do self-funded plans look like today?

There is a market culture shift in the selffunded environment with more flexible plan
designs. Member data is now transformed into actionable intelligence. Plans target
specific high-dollar categories, such as highdollar claimants, high-cost imaging,
cancer and dialysis treatment, and pharmacy. With more transparency, employers
can influence purchasing decisions by aligning incentives.

High-dollar categories like pharmacy are an area where vendor selection is key.
Self-funded plans today have more administrator and vendor integration to better
control these costs. A majority of employers spend around 16 percent of their total
health care budget on pharmacy.

In addition, self-funded plans can be designed with custom networks, based on

the cost of care. Through data analytics, plan sponsors can identify preferred
facilities, procedures and/or services, and then use the plan design to cover a higher
percentage of a preferred procedure or service.

Another strategy is using domestic centers of excellence. With this type of contract,
providers offer preferred pricing due to exclusivity and volume. Employers can
achieve savings on the unit cost. There’s also a performance component to eliminate
waste — the provider gets a bonus for avoiding surgeries.

With pay-for-performance, a budget is set with expected costs, and the health
care providers and employer agree on how to measure performance, looking at
readmission rates, member pharmacy compliance, minimum levels of care, etc.
Then, providers receive a percentage of the savings realized, as an incentive.

Self-funded plans are even utilizing alternative delivery models, such as telemedicine,
on-site or near-site clinics and concierge health services.

Self-funded insurance may not be what you thought, so take the time to see if today’s
plans would work for your business
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