Summary

Whether evidence-based research fuels
the broad reforms in health care delivery
that are essential to improving quality and
reining in health care costs will depend
not only on the strength of research
efforts but also on the development of
effective strategies to integrate evidence
into decisions about how people use
health care. Evidence-based purchasing
programs rely on a broad variety of benefit
design strategies, including strategies for
determining “essential” or “core” benefits.
They can provide ways to link insurance
design to provider performance, e.g.,
adherence to evidence-based practice.
Evidence-based benefit designs create
incentives—in the form of either financial
incentives or enhanced services—that
drive consumer behavior. The goal is to
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encourage people to use services that

are effective and provide clinical benefit
for the money spent. As the application
of evidence-based designs advances,
payers and policymakers will face trade-
offs between the specificity of benefit
structures and administrative efficiency.
“Getting it right” can be technically
difficult and expensive as well as politically
problematic. Evidence to-date suggests
the need for research to address concerns
related to establishing expectations about
the standards for evidence in support of
decisions about what insurance should
pay for, determining how to expand the
use of evidence to broader categories of
health benefits, and developing a better
understanding of how different types of

incentives work with different populations.

Introduction

Health insurance in the United States plays
a critical role in how health care works—
for better or worse. What insurance pays
for can affect when, where, and how
people use health care and, consequently,
health care outcomes. Historically,
insurance has provided some level of
protection from the costs associated with
the community standard for reasonable,
appropriate health care. The 2009-2010
debate over health care reform focused

on the role that insurance should play in
addressing critical problems of health care
access, costs, and quality.

Clinical effectiveness and outcomes
research, including comparative
effectiveness research (CER),! can
help clinicians, consumers, health

At its annual National Health Policy Conference (NHPC) in Washington, D.C. in February 2010, AcademyHealth convened a panel of experts
who are the forefront of efforts to use evidence about medical effectiveness, including comparative effectiveness research, to design better—
i.e. higher quality, more cost-effective — health benefits. Clifford Goodman, Ph.D., vice president, The Lewin Group; Sam Nussbaum, M.D,
executive vice president and chief medical officer, WellPoint, Inc.; and Kevin Volpp, M.D., Ph.D., director, Center for Health Incentives, Leonard
Davis Institute of Health Economics participated in the panel. Peter Neumann, Sc.D., director of the Center for the Evaluation of Value and Risk
in Health at the Institute for Clinical Research and Health Policy Studies at Tufts Medical School, moderated the discussion. This issue brief
builds on the presentations and discussion at the NHPC session.
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care organizations, purchasers, and
policymakers make informed decisions
that can improve health care.? Evidence-
based health care draws on a wide range

of research, including clinical trials,
cost-effectiveness studies, comparative
effectiveness studies, and population-based
outcomes research. CER is playing an
increasingly important role in efforts to
reform health care by identifying the health
care technologies and services that produce
the best health outcomes. Yet, whether
evidence-based research fuels the broad
reforms in health care delivery that are
essential to improving quality and reining
in health care costs will depend not only on
the strength of research efforts but also on
the development of effective strategies for
integrating evidence into decisions about
how people use health care.’

In current practice, the application of
evidence-based benefit design often
combines direct and indirect incentives
for both providers and consumers.

For analytical purposes, however, the
differences between the two are important.
The structure of health benefits can

focus primarily on offering incentives

for clinicians and provider organizations
to “do the right things” or it can focus
directly on consumers, by crafting benefits
and cost-sharing that encourage them to
choose insurance plans that are providing
high-value care, to use health care that has
been shown to be effective, or to forego
care that is ineffective or of marginal
benefit. Approaches to designing benefits
focused on providers can be structured as
“evidence-based purchasing,” while the
term “evidence-based insurance design™
refers to approaches that focus primarily
on structuring cost-sharing to promote the
use of services or technologies that provide
benefit for the money spent.®

This brief draws on some of the leading-
edge initiatives in the public and private
sectors and on emerging insights drawn
from recent work, including behavioral
economics research, ongoing technology

Figure 1 : Using Evidence to Design Benefits: CMS Findings on Genetic
Testing for Warfarin Anticoagulation Response

With input from the Medicare Evidence Development and Coverage Advisory Committee
(MEDCAC), the Centers for Medicare & Medicaid Services proposed limited coverage—that
is, coverage restricted to participation in qualified clinical trials—of genetic testing to predict
individuals’ response to the anticoagulant drug warfarin.

® “CMS found no evidence that genetic testing can replace PT/INR [prothrombin time/

International Normalized Ratio Testing] for titrating and monitoring warfarin therapy.... [W]e

propose that the evidence is insufficient to determine that pharmacogenomic testing to predict

warfarin responsiveness improves patient-oriented health outcomes related to the underlying

indication for warfarin anticoagulation or adverse events related to warfarin therapy itself. In

addition, we propose that the evidence is insufficient to determine that pharmacogenomic

testing to predict warfarin responsiveness leads to changes in physician management of

beneficiaries’ anticoagulation therapy that would result in positive outcomes.”

® Noting that the testing offers promise, CMS proposed “coverage with evidence development”

in which Medicare would cover the test only for beneficiaries enrolled in an RCT [randomized

clinical trial] meeting certain specifications, one of which is “[t]he research study protocol must

explicitly discuss subpopulations affected by the treatment under investigation.” Such RCTs

would provide further evidence that could inform a revised coverage determination.

Other research continues on how genotypes affect sensitivity to warfarin and how well genetic

tests predict safer and more effective doses of warfarin, including a large, multicenter RCT

designed to determine whether genetic information provides additional benefit to what can be

accomplished with traditional clinically based warfarin information alone.?

1 CMS. Proposed Decision Memo for Pharmacogenomic Testing for Warfarin Response (CAG-00400N), May 4, 2009.
2Shurin S.B. and Nabel E.G. Pharmacogenomics--ready for prime time? New England Journal of Medicine, Vol. 358, No. 10,

March 6, 2008, pp. 1061-3.

Source: Goodman C., The Lewin Group. Presentation slide from session on “Using Evidence to Design Benefits,”
AcademyHealth National Health Policy Conference, Washington, D.C., February 9, 2010.

assessment programs, and experience with
innovative benefit designs adopted by
large group insurance carriers. Together,
the evidence to date points to some

key areas for future, research and raises
broader concerns that may need to be
addressed if evidence on effectiveness
and quality is to be a driving force

in health care reform. These include
establishing clear expectations about the
standards for evidence that can support
decisions about what insurance should
pay for, determining how to expand the
use of evidence to broader categories of
health benefits, and developing better
understanding of how different types of

incentives work with different populations.

Evidence and Health Insurance
In the United States, the use of
effectiveness and outcomes evidence

to shape the scope and generosity of
health benefits has been slow to take

hold. The complicated array of systems
and rules that govern public and private
health coverage and the opposition to
limitations on coverage on the part of
some health care providers and consumers
confound efforts to change how

insurance is designed.® But rising costs

are driving federal and state government
agencies as well as various organizations
and consortia—both domestic and
international—to build on the foundation
of technology assessment and clinical
effectiveness research to find better ways



to increase the quality and effectiveness of
health care.”

Evidence can help providers and
policymakers shape how health care is used
in several interrelated but operationally
distinct ways. For example, health plans
and third-party payers can use evidence

on outcomes, comparative effectiveness,
safety and efficacy,® and cost-effectiveness’
to determine whether to cover particular
treatments or technologies.

Public and private payers in the United
States have devised different strategies for
integrating evidence into their payment
policies. Some larger insurers and health
plans have established institutional
arrangements and dedicate funding

for programs that provide them with
comparative effectiveness evidence. For
example, the Technology Evaluation
Center (TEC) founded in 1985 by the
Blue Cross Blue Shield Association works
with organizations in the public and
private sectors to generate comprehensive
evaluations of the clinical effectiveness of
medical procedures, devices, and drugs.
Since 1993, Kaiser Permanente has used
the evidence from TEC assessments to
help develop its health plan’s clinical
policy decisions and clinical practice
guidelines.'” WellPoint draws on CER
evidence and on input from panels of
experts convened by medical specialty
societies from across the United States to
assign existing and new treatments and
drugs to one of four value tiers."!

Policies based on CER regarding the
appropriate use of a treatment or
technology and the reimbursement

of associated costs can directly and
indirectly affect the behavior of

both providers and consumers. In
some countries, national health care
systems draw directly on comparative
effectiveness and outcomes research when
determining the benefits to be covered
by insurance. In the United Kingdom,

the National Health Service uses reviews
by the National Institute for Health and
Clinical Excellence (NICE) as the basis

for its coverage decisions. In Germany,

the Federal Joint Commission draws on
the work of the independent Institute for
Quality and Efficiency in Health Care;

in Australia, the Pharmaceutical Benefits
Scheme develops CER data. In these latter
two countries, a negative recommendation
stating that evidence does not support the
use of a drug or technology is binding and
prevents public insurance programs from
covering the technology or treatment in
question.'>"

In the United States, both public and
private health care systems are developing
increasingly sophisticated systems for
reviewing evidence about new medical
technologies.' The Centers for Medicare
& Medicaid Services (CMS) has set out
criteria for reviewing and evaluating
information on the effectiveness and
appropriateness of medical items and
services that are covered or may be
covered under Medicare. The Medicare
Evidence Development & Coverage
Advisory Committee (MEDCAC) judges
the strength of available evidence and
makes recommendations to CMS on
specific clinical topics."

Recommendations about coverage are

not limited to a simple “yes” or “no.”
Increasingly, researchers, payers, and
manufacturers are working collaboratively
to develop policies that will permit

the “managed entry” of new products
under controlled conditions that involve
ongoing testing and evaluation. For
example, manufacturers and public payers
have established data requirements for
clinical trials to ensure the reporting of
data needed to evaluate the process and
outcomes of care in “real-world” settings'®
(Figure 1). At the same time, researchers
are developing methods to produce sound
experimental and observational data in a
timely and practical manner."”

Evidence-based policy is also helping
shape coverage policies for state-financed
programs. For example:

® Established in 2006, the Medicaid
Evidence-based Decision Project,
housed at the Center for Evidence-
based Policy at the Oregon Health &
Science University, is a collaborative
effort that supports 11 participating
state Medicaid programs by providing
rapid reviews, comprehensive reports,
systematic technology assessments,
and related information and technical
assistance. The participating states
use the evidence and reports to inform
coverage decisions including non-
coverage decisions for arthroscopy
of the knee for osteoarthritis, some
types of low-back pain treatment, and
negative-pressure therapy for specified
conditions."®

® The Washington State Health
Technology Assessment Program
(HTA) has conducted assessments
resulting in public insurance programs’
non-coverage of a variety of services,
including upright/positional MRI
and discography tests and surgical
procedures for knee arthroscopy and
lumbar fusion.”

In the private sector, an increasing
number of organizations are collaborating
to review data on effectiveness. Newly
formed groups are developing the
capacity to perform comparative
effectiveness studies for clients interested
in improving quality and controlling

the costs of coverage. Some focus
primarily on prescription drugs but also
on devices and imaging technologies;
others focus on approaches to preventing
illness or managing chronic or high-

cost medical conditions. While private
insurers are concerned about coverage
policy, they often follow Medicare’s lead
when deciding about non-coverage of
technologies or treatments.” Private
insurers’ independent decisions to exclude



Using Evidence to Design Benefits

a particular technology or treatment
regimen based on CER can, however,

be controversial—both politically and
technically—if insurers base their decisions
on an evidence base that differs from that
used by other large payers, particularly
public payers. If necessary, private insurers
can adopt financial incentives that drive
clinicians and consumers to use more
effective services rather than less effective,
lower-quality services.

Evidence-Based Purchasing
Evidence-based purchasing can encompass

a broad variety of benefit design strategies,
including those used to determine “essential”
or “core” benefits, but it also provides a

way to link insurance design to provider
performance, e.g., adherence to evidence-
based practice. To date, evidence-based
purchasing has largely focused on prescription
drugs. Indeed, comparative effectiveness

data are critical in decision-making about
formularies, particularly policies about
generics and drug substitutions. Eleven state
Medicaid programs, along with the Canadian
Agency for Drugs and Technologies in Health,
currently participate in the Drug Effectiveness
Review Project (DERP) housed at the Oregon
Health & Science University’s Center for
Evidence-based Policy*' (also the home of the
Medicaid Evidence-based Decision Project).
The DERP’s reports have provided input for
the development of formularies as well as for
consumer education.

Oregon has been in the forefront of efforts

to apply research evidence to the design of
system-wide evidence-based purchasing.

In 1989, the Oregon Health Plan, working
with the state system that oversees Medicaid-
covered services, began a lengthy process

that included systematic review of available
medical evidence to rate the clinical
importance and effectiveness of treatments for
all health care conditions. Beginning in 1994,
they published a priority list of conditions
based on these systematic reviews became the
basis for determining which services the state’s
Medicaid program would cover. In 2007,
Oregon adopted the priority list of benefits

as the basis for an essential benefits package

as part of a legislative mandate to establish a
universal health plan for the state. The health

Figure 2:

WELLPOINT

Health. Care. Value:

Report of:  Adam
Birth Date: Fabruary 28, 1946

Your Medical & Prescription Claims
May 23, 2008

Date Service/Prescription Oty Days Doctor/Prescriber(*)  Paid(*)
Visits
0523008 Office Visit Lynn, Samuel . $85.00
0517/08  Office: Visil Wilson, Michelle L. $85.00
051508 Office Visit Lynn, Samuel F $85.00
0412108 Office: Visit Jdones, Terry M. $86.00
02002108 Office Visit Witson, Michelle L. §195.00
Prescriptions
05/01/08  Metformin - 500 mg 3030 Jones, Terry M. §16.50
03/23/08  Metformin - 500 mg 30 30 Witson, Michelle L. $46,50
0210/08  Lipitor - 20 my 3030 Lynn, Samuel F. 385,05
Q1/18/08  Lipitor - 20 mg 30 30 Lynn, Samuel F. §85.95
03/28008  Accuprll - 20 my B0 30 Ly, Samuel F, 66,99
(2/18/08  Accupril - 20 mg 60 30  Lynn, Samuel F §66.99
0MA208  Accuprl - 20 my B0 30 Lynn, Samuel F. 6699
02112/08  Mexium - 20 mg 30 30 Lynn, Samuel F. §115.60
0A0M8  Nexium - 20 mg 3030 Lynn, Samuel F §115.60
Other Medical Services
(5/23/08  Cholesteral Pangl LabCorp Laboratories $110.40

04/26/08  Medical Equipment Lynnwood Medical Mart $198.00

03/28/08  Ambulatory ER Visit 5t Lucy's Hospital ER §766.50
03/2808  Metabolic Panel LabCorp Laboratories §110.40
02/04/08  CT X-Ray, Sinuses Radiology Assoc. - SFSL - §854.35
A58 CT X-Ray, Sinuses Wercy Hospital - Rad §854.35

* NoctorPrescriber listed may be anothar name from that medical office/practios.
** This amgunt s the: tolal paid by you and your health plan.
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Closing Gaps in Evidence-Based Car
Informing the Patient

Member ID :
Group Number:

0012345601
GRX 123678

Suggestions for You
‘ ' Way 23, 2008

Ask your doctor about blood thinner medication [10235] *
Your medical claims show you have & heart condlition called atrial fibillation,
and your prescription claims show you are not taking a blood thinner
medication. Atrial fibrillation is an uneven heartbeat that can cause blood
tlots and slrokes, Blood thinners can prevent blood clots and lower your
isk of a stroke, Ask your doctor soon if you should take a blaed thinner,

Keep taking Metformin as directed (119

Your preseription claims show you take metformin, Although you recently
refllled your prescription, your clalms show you are not refiling 1t as often
a5 you should. This drug can help lower your risk of heart disease, stroke
and blindness, If you think yaur medication is not helping you, or It you are
worried about cost or side effects, talk lo your doctor soon. Keep taking
metfirmin as directed until you talk to your dactor.

Your prescription ciaims show you take Accupril, You can save money if
you take quinapril, a generic drug that is s safe and effective

Save $396 - Ask your doctor about switching from Accupril [3582)*
5avo$

LUGDTT s Accupril. Ask your doctor If quinapril s right for you
Drug Name Your Gost  Your Annual Cost  You Save
Accupril - 20 mg 40 $480
Quinapril = 20 mg 87 o4 $396

figt hitp:/fhanvard resolutionhealth.comy and enter the number shown in [ ] fo get
informatien on your cenditicns, Treatments and medications.

* @ Maore Information For You From Harvard Medical School

Source: S. Nussbaum, Wellpoint, Inc. Presentation slide from session on “Using Evidence to Design Benefits” at the
AcademyHealth National Health Policy Conference, Washington, D.C., February 9, 2010.

plan assigned benefits to one of five tiers
based on the priority ranking of the service.
The highest-priority services are assigned to
the “value-based tier;” which includes “low-
cost, evidence-based services whose utilization
is encouraged to prevent downstream costs
and adverse outcomes.” If the Oregon reform
legislation were enacted, the value-based

tier would constitute the minimum set of
benefits for health plans offering coverage

in the state.”> Washington State also uses
effectiveness research to grade Medicaid

services.”

Evidence-based purchasing can also
inform decisions about how clinicians or
provider organizations fit into a particular
insurance plan. Effectiveness and outcomes
research may be translated into an array of

measurement criteria for use in identifying
high- or poor-performing providers. In
setting up provider networks, for example,
payers can consider whether physician groups
have implemented specific protocols or
programs such as evidence-based approaches
to managing clinical depression or preventive
screening. The composition of networks can,
in turn, affect the availability and scope of
enrollee benefits.

® Several states and public/private
consortia have adopted insurance
programs that include tiered provider
networks based in part on evidence-
based measures of quality or effective
practice. Among the states are
Massachusetts (Massachusetts Group
Insurance Commission), Wisconsin



(Department of Employee Trust Funds),
and Washington (Puget Sound Health
Alliance).” Typically, consumers who
enroll in health plans that meet the
standards for the higher tiers have lower
cost-sharing requirements.

® Payers can use effectiveness research to
help them establish criteria for “centers
of excellence” or related programs that
steer enrollees to particular facilities or
provider groups. The Blue Cross Blue
Shield “Blue Distinction” program,
for example, has identified more than
1,600 centers across the United States
that meet its criteria; that is, they draw
on “evidence-based thresholds for
clinical quality” for six procedures and
conditions.”

® Evidence-based criteria can be
incorporated into insurance payment
systems by selecting the providers to be
included in networks, adjusting payments
to providers who meet established
best practice standards under pay-for-
performance systems,” or basing global
payments on the application of evidence-
based principles.?’

Evidence-Based Insurance Benefits
Many payers and organizations that purchase
insurance on behalf of employers use some
of the findings from effectiveness research

to address increasingly complex aspects of
benefit design in areas such as pharmaceutical
benefits, disease management, and preventive
services. To drive consumer behavior,
evidence-based benefit designs create specific
incentives in the form of either financial
incentives or enhanced services. The designs
generally encourage consumers to use services
that are deemed effective and provide clinical
benefit for the money spent.

Insurers have taken several approaches
to designing evidence-based benefits.
For example, researchers at the Center
for Value-Based Insurance Design at the
University of Michigan have categorized
four basic approaches that entail
progressively more complex design:*

® Design by service. All enrollees using
selected drugs or services pay reduced or
zero co-payments. Examples include the
Pitney Bowes program initiated in 2002
that reduced co-payments for asthma,
diabetes, and hypertension drugs and
a similar program adopted by Marriott
International, Inc., for drugs used to
treat diabetes, heart disease, and asthma.

® Design by condition. Health plans
identify patients with specific
clinical conditions, e.g., diabetes or
hypertension, who are eligible for
reduced or waived co-payments or co-
insurance for medications or services.
The University of Michigan Focus on
Diabetes Program, for example, reduced
co-payments for selected “evidence-
based” medications and services for
employees with diabetes.

® Design by condition severity. High-risk
patients eligible for disease management
programs qualify for lower (or zero) co-
payments or co-insurance A program
introduced by Caterpiller, Inc., for
example, identified people at highest
risk for coronary heart attack, stroke,
or diabetes. The program waived the
co-payment for drugs for diabetes and
related co-morbidities and provided
free colorectal screening for at-risk
employees as well as other disease
prevention and monitoring services.

® Design by disease management
participation. Reduced or waived co-
payments or co-insurance is tied to (1)
participation in a disease management
program provided by a preferred
network, and (2) participation in
specific health promotion activities
or the attainment of specific clinical
benchmarks. A pilot program developed
by the Service Employees International
Union (SEIU) for workers in
Minneapolis and Milwaukee reimbursed
employees with chronic conditions
for their doctor visit co-payments if
they enrolled in a disease management
program and reimbursed employees
without chronic conditions for their

doctor visit co-payments if they
participated in telephonic coaching for
weight loss or smoking cessation.

Implementing evidence-based design
depends in part on data systems that

can identify target populations, assess

the use of particular diagnoses and

use of services, and calculate and track
payments and cost-sharing requirements.
As health information systems become
more accurate, usable, and widely
adopted, health plans will be able to make
sophisticated use of evidence. They will
identify populations that might benefit
from specialized benefits or provide
customized information that could help
individuals obtain appropriate, evidence-
based care. Figure 2 shows how WellPoint
uses its medical and laboratory claims
database to inform physician-patient
dialogue by identifying possible gaps in
recommended care and potential safety
issues associated with drug interactions
across a patient’s entire experience.

Challenges to Evidence-Based
Insurance Design

Reliance on evidence-based health

care is growing in both the public and
private sectors in the United States and
internationally, but only limited guidance

is available to policymakers or plan
administrators who want to make the best
use of this evidence base. In the United
States, the complexity of the public and
private health delivery and health insurance
systems creates both opportunities and
challenges for translating research findings
into practice. In a competitive multipayer
system, insurance plans survive by offering
different sets of health insurance benefits

to different populations. A multiplicity

of plan incentives that differ in detail or
requirements, even if intended to encourage
providers and consumers to use health care
more effectively, could prove frustrating

to providers and patients.” At the same
time, from an actuarial perspective,

benefit designs that include lower cost-
sharing for plan participants with certain
conditions could attract enrollees with those
conditions.” In addition, public payers
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need to consider the health care needs of
different, often vulnerable populations in
the context of public policy and the political
environment. The details of how benefits
are structured—what type of health care is
covered, the conditions of coverage, and the
allocation of reimbursement for the costs
of covered services between providers and
consumers—all vary tremendously across
types of public and private insurance.

Currently, the evidence is insufficient to
support general conclusions about the
effects of evidence-based approaches

on the quality or cost-effectiveness of
health care.’* Similarly, the dearth of
information limits decisions on how

to structure aspects of benefit design,
including financial incentives, to optimize
the integration of effectiveness findings
into practice. Efforts to move ahead with
evidence-based insurance designs face
several important issues.

® One underlying issue relates to the need
to establish consistent expectations
or standards for evaluating new
treatments or technologies and making
determinations about what health
insurance does/does not cover
and under what circumstances.
The goal should be to set out clear
expectations about (1) health outcomes
(2) comparative effectiveness data that
drug and device manufacturers need
to generate, and (3) how outcomes
and effectiveness will be evaluated and
monitored over time. For example,
policymakers may establish rules for
what is termed “managed entry” of
new products, which would include
programs for coverage with evidence
development, where coverage is
approved only if care is provided as part
of a clinical trial. Evidence from that
trial would help inform a final coverage
decision.” The coverage determination
process needs to reflect the continually
changing environment of health care
technology and health care delivery. A
stable, accountable system is essential
for assuring the legitimacy of evidence-
based insurance design.

® A second, even more difficult issue
involves how to move beyond the
narrow scope of current efforts in
evidence-based insurance design, which
largely focus on (1) evaluating medical
innovations—drugs, devices, treatment
protocols, and other technologies—to
determine if they should be covered by
insurance and (2) providing incentives
that encourage consumers to use high-
value, effective services. Much of every-
day medical care has not been subject
to rigorous comparative effectiveness
research. Even with evidence that the
effectiveness of every-day practice could
be improved, it is hard to implement
incentives that target high-cost, low-
value services that are already part
of community practice.” Electronic
medical records and advances in
health information technology should
significantly increase the quality and
usability of data on the process and
outcomes of health care. Greater use
of large-scale observational data sets
to track use and outcomes can help
fill some of the gaps in information,
but even keeping abreast of new
technologies is a daunting task

¢ A third issue pertains to an improved
understanding of how different forms of
incentives work, thereby accelerating the
effective use of evidence-based benefit
designs. A thorough understanding of
incentives could be particularly useful
in building negative incentives into
value-based insurance design in order to
discourage the use of low-value services.*
In fact, behavioral economists have
posited that the achievement of better
outcomes, including reduced morbidity
and mortality, may depend as much
or more on learning how to motivate
behavior change as on developing more
effective treatments.” Research on
how individuals respond to incentives
associated with health behavior, care
seeking, and using different types of
providers and services can, for example,
build on behavioral economics and
related disciplines to address questions
about how positive incentives versus

negative incentives—carrots versus
sticks**—influence consumer behavior
such as taking recommended medications
or participating in smoking cessation
programs.” Research could also help
answer questions about what thresholds,
in terms of dollars or time frames, work
for different people with different health
needs or how different approaches to
structuring benefits and cost sharing do/
do not result in the desired response in
different patient populations.™

® A fourth issue relates to questions
about the implications of insurance
coverage for health and economic equity
as well as perceptions of equity. For
example, singling out patients at risk for
hypertension and diabetes by reducing
out-of-pocket costs of office visits for
those participating in exercise classes
may appear discriminatory if patients
unable to participate in such programs
pay higher premiums. Evidence-based
benefit designs may appropriately limit
coverage for technologies or treatments
that benefit small subgroups of patients,
but the process of making exceptions can
involve significant time and effort for
both plan administrators and consumers.
Designs intended to promote the use of
beneficial services by particular patients
or to provide for highly specialized
services for certain patients can also lead
to increases in the costs of care for all
enrollees because the appropriate use of
medically effective services may or may
not result in savings.

Designing benefits linked to evidence may
involve trade-offs between the specificity
of benefit designs and administrative
efficiency. “Getting it right” can be
technically difficult and expensive, not

to mention politically problematic. Yet,

a more generalized approach would be
less likely to apply specialized evidence-
based incentives to the most effective care
either service by service or case by case,
limiting the direct integration of CER into
insurance design. “Moving in the right
direction” could, however, link evidence
to benefits, guiding consumers in making



better choices about important aspects of
health behavior and use of services.”

As the effectiveness evidence base grows,
the need for sound research to support
policy decisions about how to use
evidenced-based findings will become
even more crucial. Insurance design offers
a potentially powerful tool for integrating
research into practice. Whether better
information can drive better use of health
care will, however, require both better
systems and processes for determining the
range of insurance coverage and a clearer
understanding of how consumers respond
to insurance incentives.
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