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Growing What's Good.

National Uninsured Rate at All-Time Low 8%*

• Families First Coronavirus Relief Act (FFCRA-4/1/20) expanded Medicaid.
• American Rescue Plan (ARP – 3/11/21). Exchange eligibility for premium tax 

credits was increased.
• Inflation Reduction Act (IRA – 8/16/22) continued expanded eligibility and 

extended ARP subsidies through 2025.
• 2023 ACA Marketplace enrollment through 1/7 is 1.8 million higher than last year, 

Illinois is at 332,460 vs. 312,876 last year.
• Four out of five customers were able to purchase a plan for $10. 5M for $0.

* National Health Interview Survey



Growing What's Good.

Where Do We Get Health Coverage?
Employer Health Plans insure over 50% of the total U.S. population (roughly 
180M) and Private Plans cover 6%. Medicare and Medicaid are growing.

What you should know:

• Medicare and Medicaid underpay Hospitals by 13% on average.

• Hospitals in turn overcharge commercial insurance plans by 57%. 

The future calls for more Government subsidized plans shifting more 
cost to employer sponsored plans.

*Kaiser Health

2021

8%
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Public Sector Cost Share Remains Generous



Growing What's Good.

Shorter Life Span at Greater Cost

• U.S. Average Life Expectancy dropped from 79 in 2019 to 76 in 2021*
• Health Spending Per Capita $12,914 remains much higher than peers.

*CDC



Growing What's Good.

Trust in the Healthcare System = 64%

• The American Board of Internal Medicine conducted a survey in 
2021 regarding 'Trust in Healthcare'*.

• Doctors and patients trust clinicians more than other parts of the 
healthcare system.

* National Opinion Research Center at the University of Chicago



Growing What's Good.

Growing Medical Debt
• Four in Ten Adults currently have Medical and Dental Debt
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Overall Trend Returning to Normal
• Time to Celebrate? No - The Healthcare Market remains Volatile.

• Medical Trend is back to pre-pandemic 7% - 8% range*, Pharmacy 
10%**. Some consultants projecting lower but read the fine print...one 
consultant states 5.6% with plan changes, 7% without.

• Without change, higher trend is possible due to current headwinds.

*PWC, Mercer
**Segal
***Kaiser Family Foundation

$4.1Trillion

$6.7Trillion
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Growing What's Good.

Healthcare Provider Headwinds

• Burnout from the pandemic caused as many as 333,942 healthcare 
providers to drop out of the workforce in 2021. Physicians lost 117,000, 
nurses lost 100,000*.

• 70% of Physicians today are employed by Hospitals or Private Equity.

• Nursing shortages have been supplemented by agency or travel nurses 
demanding much higher pay ($200 per hour vs $30 per hour). As a result, 
staff nurses are demanding much higher increases and higher benefits 
including day-care for young family members.

• Hospital Operating Margins suffered one of the worst years on record 
dropping to -.5% vs. +4% the year before***.

• Note: these added costs are not reflected in market pricing today due to 
payers and the Government having multi-year contracts with providers. We 
anticipate seeing higher prices again in 2024 and 2025.

*Modern Healthcare

**Peterson KFF

***Kaufman Hall Report



Growing What's Good.

The Staffing Ripple Effect

• Health care employment was down 9.8% (hospitals -3.2%) in April 2020 and 
is still down 1% overall (3% in Illinois)*.

• Nursing home personnel shortages are especially high, preventing hospitals 
from transferring patients for care, and instead filling beds in hospitals at  
excessive costs. Hospitals are often paid a set rate, regardless of the 
admission time. With patients staying longer, this is contributing to their 
losses.

            
*Crain’s Economic Outlook 2023
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The Future: Efficiency and Better Outcomes

• Hospital are redefining their current models based on demographics and 
regional needs, including social determinants of health.

• Large Systems are changing to “Centers of Excellence and Specialty 
Care" driving better outcomes, less waste, and lower overall cost of care 
to compete for business.

• They are optimizing their real estate use, turning empty space from 'work 
at home' positions to revenue producing alternatives.

• More services are being done outpatient, however, cutting into margin.

• Orthopedic Care shifts to Outpatient Ambulatory Surgery Centers.

• Medical Infusion Drugs (J-Code) - most plans are now requiring these 
medications be administered as outpatient for 1/2 to 1/3 the cost.

• Next Up: Hospital at Home – Lower Cost Site of Care.



Growing What's Good.

Private Equity Investing $1.8T In Healthcare*

• Private equity refers to groups of investors who purchase struggling 
businesses to make a turnaround on investment. 

• Some preferred healthcare areas include emergency room physicians, 
orthopedics, colonoscopy clinics, rural hospitals, hospice, nursing 
homes, air ambulances, and now funeral homes.

• Of Concern: A new study** of commercial insurance enrollees 
revealed that private equity acquisitions of physician practices were 
associated with increased healthcare spending and higher patient 
utilization. Is this due to higher efficiency in billing or up-charging 
insurance companies?

* Kaiser Health News
** JAMA Study
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Influencers in Healthcare

Largest Lobbyist groups through September 30, 2022:

1) Pharmaceutical Research and Manufacturers of America
$22,382,000

2) Blue Cross/ Blue Shield and subsidiaries
$20,567,830

3) American Hospital Association
$18,894,914

4) American Medical Association
$15,855,000

5) Pfizer
$11,580,000



Growing What's Good.

Pharmacy Headwinds
Pharmacy Costs continue to grow

Retail Pharmacy costs continue to capture 20% to 30% of total healthcare 
spend and growing. Specialty drugs accounting for 50% to 60% of 
pharmacy spend . Public Sector is typically on the higher side.

Why? Drug Development Is Expensive!

• Studies show it cost upwards of $1.3B* to develop and bring a drug to market.

• It takes 10-15 years. 

• Only 1 out of 10 drugs are approved.

The Impact:

• Between 2008 and 2021 U.S. drug launch prices grew 20% annually**.

• In 2021 the average annual price for 30 new releases was $180,000.

• The releases in 2022 averaged $222,003 and most are for chronic 
conditions.

*Reuters

**JAMA Study



Growing What's Good.

Pharmacy Headwinds
Relief is Coming:

Patents are expiring on some biologic (specialty) drugs in 2023 and 
biosimilar alternatives are entering the market at much lower costs.

Biosimilar is a biological agent that has no clinically meaningful differences 
from an existing FDA approved biologic drug also known as a reference 
product or originator product.*

• Ex: Humira, (used for autoimmune disorders), the highest grossing drug 
of all time, now costs $84,000/yr. It increased 470% since introduced 20 
years ago. There are 6 Humira biosimilars approved for release in 2023 
with prices starting at half the price.

• Humira's biosimilars will save the health care system $5M per year**.

Approximately 75% of physicians see biosimilars as equally safe and 71% 
of patients said they would take with a doctor's approval.

*Optum Rx
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J-Code Drug Market Will Grow
• J-Code drugs are billed as a medical expense, not pharmacy. Most are  

known as cell-based gene therapies (precision medicine) to cure illnesses, 
with current costs running between $.7M and $3.5M.

• There are over 100 cancer drugs alone in this pipeline.

• Hemogenix - Hemophilia B, was approved in November at $3.5M 
making it the most expensive drug in history.

• Make sure your plans have reinsurance to help offset the shock of these 
extremely high-cost drugs.

• 14 Blues plans launch Synergie to cut cost for the priciest drugs*.

• The future cost of COVID-19:

•When the U.S. government stops buying COVID-19 vaccines plans will 
be charged $110 to $130 per dose compared to the U.S. $19.50 / 
dose.*

•Paxlovid (COVID Anti-Viral) is currently costing the U.S. government 
$530 per dose. Sticker shock awaits the private market.

*Modern Healthcare
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Growing What's Good.

Demographics Impact Benefit Options 

Baby Boomers are Decreasing, Gen X are static and Millennial and 
Generation Z, coming off their parent’s plans, increase.
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Demographic Shift Over 5 Years

Active EE’s - 2022 Active EE’s - 2017

• Horton Public Sector Block of 25 Clients 
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BCBSIL ASO Generational Profiles

5M Subscribers - Data Through September 30, 2022
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New Generations Seek Personalized Benefits

• Inf lation and eagerness to protect themselves against f inancial 
downturns has driven more interest in voluntary products. Of 
employees with chi ldren at home 76% vs. 52% last year*.

• Pet Insurance? As businesses re-open, workers providing for their 
recently acquired pets is of top concern. An unprecedented 11M U.S. 
households added a pet in 2020**.

MetLife 2021 Employee Benefit Study

* Voya Financial **Nationwide Insurance                                                                                       
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Mental / Behavioral Health Resolutions
• Symptoms of Anxiety and Depression jumped from 11% in 

January 2019 to 41% January 2021*.
• Employers are looking to upgrade benefit plans to provide more mental 

health benefits to assist members. They also plan to better communicate 
their offerings and assistance in finding Mental Health providers.

Forbes Health survey conducted November 2022  
*CDC
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The Communication Process

• Communications efforts play a critical role in getting value for your benefits, 
and equally important, how to use them properly.

• Open Enrollment Communication styles have moved from onsite to virtual, 
and include voice-over presentations, call centers, benefit technology 
enrollment or a combination of all.

• During the pandemic many groups have gone the route of passive 
enrollments, making it easier, but did they receive value for benefits that 
costs thousands of dollars per member?

• Even without plan changes, many members have questions:

1) Generation Z coming of age, required to move from their parent’s
plans and learning of benefits for the first time.

2) Inflation having an impact on the family budget causing members to         
select different plans.

3) Employees being offered Voluntary or Bolt-On programs to supplement 
HDHPs to meet their generational preferences.
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Growing What's Good.

The Root Cause
• Chronic diseases are on the rise in the United States; 6 in 10 U.S. Adults 

have a chronic disease and 4 in 10 have two or more.*

• The Most Costly Chronic Conditions are: 

1) Heart Disease and Stroke

2) Diabetes
3) Arthritis
4) Alcohol – Related Health Issues
5) Cancer
6) Obesity
7) Alzheimer's Disease
8) Smoking-Related Health Issues
9) Tooth Decay
10)Epilepsy

*CDC
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Population Health 

Prevention and Early Detection

• Focus on Prevention – Encourage use of Wellness benefits. Adopt 
expanded pre-deductible coverage from 2019 in HSAs with little impact 
on premiums.

• Make chronic care management and treatment more accessible. 
Promote Primary Care & Telehealth.

• Keep employees aware of access to screenings, wellness coaches.

• Consider programs that address the common causes of chronic 
conditions (i.e., nutrition, tobacco cessation, physical activity, promote 
tools to help employees make sustainable lifestyle changes) .

• Expand Mental / Behavioral Health benefits and communication of 
them.

*Partnership to Fight Chronic Disease



Growing What's Good.

Disrupters – Bolt Ons

• Lower Cost Sites of Care: 

• Mark Cuban Rx - Generic Pharmacy – cost +15%. Mr. Cuban is #13 in top 
100 most influential people in healthcare this year.

• Synergie - Coalition of 14 BCBS Companies to cut costs on Specialty and 
Gene Therapy drugs.

• CVS – Aetna Health – Buying everything Virtual or Primary.

• Amazon – Purchased One Medical, dabbling in Virtual & Primary Care.

• Onsite and Near-site Health Clinics staffed with Primary Care Doctors. 
Subscription pricing rather than Fee For Service.



Growing What's Good.

Mergers and Acquisitions

• Advocate Health, Midwest, merges with Atrium Health, East Coast.

• Anthem (now Elevance Health) buys stake in health insurance brokerage 
Go Health.

• Elevance Health – joins with 14 other Blues plans to form collaborative 
Synergie to cut cost for the priciest drugs.

• Health Service Corp, (Parent of Blue Cross Blue Shield of 
Illinois) acquires Trustmark Health Benefits (TPA) to boost 
greater customization of self-funded plans.

• Apple - Will Launch Health Insurance in 2024.

• Optum, a division of United Healthcare, owns 60,000 doctors in 2,000 
locations nationwide caring for 20+million people.

• Humana recently launched over $2B in joint ventures with private 
equity to build primary care clinics for older adults to support its Medicare 
Advantage business.



Growing What's Good.

Lower Cost Networks

• Fully-Insured Value Networks

• Value-Based Networks – Pay and reward positive performance

• Direct Contracting - Percentage of Medicare Rate - Self funded

• Reference Based Pricing Models – Percentage of Medicare Rate -
Self Funded

• Stop-Loss Purchasing Captives

• PBM Collaboratives

Promote Pricing Transparency – Hospitals disclose pricing for 500 
procedures.
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Mid–Large Groups

• Alternate Funding

• Level-Funding, Partial Self-Funding or Captive type programs can 
start at 50 employees.

• Use Analytics to develop actionable strategies –

• PBM Innovation – specialty manufacturing assistance, special 
reinsurance to absorb the shock of Gene Therapy costs.

• Voluntary International Pharmacy – for self-funded plans

• More States are requesting approval to import drugs from Canada 
for their plans for savings of up to 65% - To date states 
include Colorado, Florida, New Mexico and New Hampshire.

• Will they extend this benefit to other governmental bodies?



Growing What's Good.

Telehealth Establishes More Permanent Role

• Telehealth: 24/7 services to treat urgent care needs, replacing or 
supplementing doctor and hospital emergency room visits.

Source: The Chartis Group
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Eligibility Management

Employers are focusing on Cost Sharing Models to be competitive with like 
industry and competing employer groups, of course Public Sector heavily 
driven by CBAs.

• 4-Tier rate structures are most common in all industries.
• Spousal opt-out incentive HRA programs are being considered.
• The Family Glitch fix may play in Private Sector
• A few private sector groups offer $0 cost-share on singles to attract help.

Addressing Retiree programs in Public Sector:

• Historical Data shows Retiree costs are 2 to 3xs those of Actives. 
• Retiree Options include Pre-65 Retiree Opt-Out Incentive HRA.
• Post – 65 Retiree Carve-Out Supplement Plans.

• Both Strategies help lower OPEB liability.



Growing What's Good.

One More – Pairing HRAs and HSAs

• Not all members hit their deductible. For fully insured plans consider a 
post-deductible Health Reimbursement Account (HRA) paired with a High 
Deductible Plan HDHP.

• The example illustrates an HDHP offering a single coverage deductible 
of $3,000 then 100%. Alternative: the employer secures a $6,000 
deductible 100% plan from the carrier and provides the employee with a 
HRA to cover the $3,000 gap.



Growing What's Good.

Review Of Inflators and Deflators
Inflators  
• Covid Long-Haulers 
• More Complex Chronic Conditions
• Increased Mental Health Utilization 
• Hospital cost including staffing cost increases
• Cost shifts from Medicare and Medicaid to Employer Plans 
• Rx Spend, Specialty Rx, and Gene Therapy
• Private Equity and M & A Impact
• Retiree Costs 

Deflators 
• Population Health
• Lower Cost Sites of Care
• Favorable Demographics 
• Biosimilar Drugs, Innovative Pharmacy Strategies
• Telehealth 
• Expansion of Mental / Behavioral Health Benefits
• Onsite or Near-site clinics 
• Alternate Funding Strategies



2023 Health Plan 
Compliance -
What You Need To 
Know

HEALTHCARE
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Compliance Requirements

Zywave : Top Workplace compliance Issues for 2023
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Compliance Requirements

• 2023 affordability percentage is set at 9.12%, down from 9.61%.

• The Family Glitch was fixed effective 1/1/2023, allowing family 
members to buy Exchange plans if they pass the Family Affordability 
test(9.12% of AGI). Will dependents leave employer-sponsored 
plans and how will that impact underwriting if so? Know that employers 
are only responsibly for Employee Affordability test.

• Embedded deductible HSAs are required to be $3,000 in 2023. Max 
HSA contribution will be $3,850 self-only, $7,750 family. 
Individuals 55+ may contribute an extra $1,000.

• Machine–readable data files detailing what the plan pays to specific 
providers for health care services launched July 1,2022.

• Prescription Drug & Health Cost Report (RxDC) requires annual with 
First Deadline December 27, 2022 (grace period to 1/31/23 for 2020 
and 2021 data) and then June 1 thereafter.



Growing What's Good.

Compliance Requirements

• Consolidated Appropriations Act (CAA) went into effect on 1/1/2022.

• The No Surprises Act was introduced to eliminate surprise bills on 
Emergency Rooms, Out of Network pricing and Air Ambulance 
services. 

• The Transparency in Coverage (TiC) Final Rule requires a new pricing 
comparison tool to be made available to assist plan participants in 
obtaining advanced cost estimates for 500 items and services based 
on a plan participant's actual coverage.

• PCORI Fee jumps to $3.00 per covered life, due July 31, 
2023. (Remember it also applies to HRAs and Level-Funded Plans).

• The new Omnibus Bill extends the CARES Act benefit allowing 
Telehealth to be on HDHP - HSA plans before the deductible until 
12/31/2024.
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Unwinding The Medicaid Expansion

• Congress enacted the FFCRA in 2020 which prohibited states from 
disenrolling people from Medicaid until the month after the Public Health 
Emergency (PHE) ends, in exchange for enhanced federal funding.

• It is estimated that 18M people will lose Medicaid coverage*. Of those 
9.5M are expected to transition into employer-sponsored plans, the 
balance will move to the Exchange and be subsidized there or go without. 
All directly or Indirectly will cost employers more.

• States must develop a plan for how they will unwind the process.

• *KFF
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In Closing….
All facets of Healthcare have been disrupted during the pandemic and remain 
volatile. Will Medical and Rx Headwinds continue? Without change, the cost 
increases may not be sustainable. 

Are your benefit options ready for Generational shifts? 

There are many disrupters throughout healthcare, including M&A and private 
equity which unfortunately tends to accomplish the opposite cost intent!

Government wants to insure a larger share of the population between 
increased Medicare population, expansion of Medicaid, heavily subsidized 
Affordable Care Act Exchange members and next, State Public Options.

Who will subsidize the programs? Employer sponsored plans account for 
50% of the market or roughly 180M people. Their checkbooks are already 
running thin. What innovation can they adopt to help control costs?

For more information contact:

Mike Wojcik, Executive Vice President 
Mike.Wojcik@TheHortonGroup.com
Office: 708-845-3126 Cell: 708-650-1557



Questions?


