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Value-based benefit approaches...

m Health care strategy and design elements that achieve desired health outcomes of
a covered population — through customized incentives that motivate individual
behavior change

m Objective: Maximum value for both individuals and plan sponsors

= Moderate health care costs = Elimination of potential disincentives

to employees
= Promote consumer engagement ploy

Reduction/elimination of
co-payments for certain
conditions/therapies

= Maximize value, and quality, of each
dollar spent on health care

= Achieve better health outcomes B Customized design for targeted

= Deliver a quantifiable health dividend population segments — based on
to the organization clinical evidence

= Plan design based on clinical
evidence
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Pharmacy benefits are an emerging area of focus

m 18% of Health Care Cost Survey respondents provide incentives (contributions or
design) to encourage employees to improve medication adherence

Making selective changes

. . 38%
in copays and coinsurance

Expanding clinical utilization
management programs

Modifying PBM formulary for drug categories,
e.g., cover non-sedating antihistamines
at a higher cost sharing tier

Implementing a value-based design
covering selected drugs or drug classes
at reduced out-of-pocket costs

[ Doing in 2008 or will do in 2009

Source: Towers Perrin 2009 Health Care Cost Survey

But the concept is now evolving in new directions

Fourth
Generation

Third
Generation

Second
Generation

First
Generation

= Pharmacy focus: = Reduced copays for = Focus on the right ® Increased accountability
Broad copay reduction targeted conditions intervention for the for providers,
for several medication using data analysis right participant based pharmaceutical
classes and education on risk factors companies and
participants based on

® Customized
interventions based on
population needs/risks  ® Payments limited to
and quality metrics those procedures and
therapies that result in
expected outcomes

outcomes

= Payments tied to
outcomes directly
address cost-
effectiveness and
serious quality issues

® Participants pay out of
pocket if they choose
higher cost, poorer
outcome procedures
when provided decision
support tools
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A broader view: With costs continuing their relentless
rise, employers want value for their health care spend

m Value-based design is taking
hold — about 40% of
respondents have some
elements of value-based

1008 Cost Increases
sn. W Active employess = 5.9%
® Relirees under 65 =5.8%
FRatiees 63 and over=4.2%

design in place

m Using incentives to '
encourage completion of
HRA, biometric screening, mi—

use of COEs and high-
performing providers

® Modifying cost-sharing —

e.g., co-pay waivers,

2004 Total Cost = 2009 Total Cost =

change from co-pays to $7,284 $9,552

coinsurance Employee
$1,524

Employer
$5,760

Employer
$7,416

Source: Towers Perrin 2009 Health Care Cost Survey

Employee
$2,136

The next generation: Successful strategies require firm grounding in
a culture of health

How do you describe your company’s role today?

(% Responding large/primary role)

Motivating employees to manage 5%
their health and health care
purchases responsibly 41%

Identifying and managing 3%
health risks/conditions in

employee population

Supporting employees’
capability to make sound
health care decisions 39%

68%

O High-performing company &I Low-performing company

Source: Towers Perrin 2009 Health Care Cost Survey
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Build a culture of health through valued-focused programs

Employee Health Management: Prevalent Activities
(% Doing to a Moderate/Great Degree)

Standard (vendor designed) 5%

care/disease management

Health risk assessment

Health improvement programs
(obesity, smoking, etc.)

Health advocate to manage a
chronic condition or serious illness

Customized care/
disease management

[ High-performing company (] Low-performing company

Source: Towers Perrin 2009 Health Care Cost Survey

Invest in new ways to create value

Employee Health Management: Emerging Activities
(% Doing to a Moderate/Great Degree)

. . . . 39%
Onsite biometric screening

. . 39%
Lifestyle coaching

Personal health record

Integration of disability with medical
care management

Post-implementation audit for care
management programs

Remote biometric monitoring

[ High-performing company [ Low-performing company

Source: Towers Perrin 2009 Health Care Cost Survey
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Engage employees in the value of health

Consumer Engagement
(% Doing to a Moderate/Great Degree)

Information to help employees make 2%
better decisions about coverage
Year-round employee 67%

education, communication,
access to health information

Health care Web site sponsored
by the company

Changes in work environment to
encourage healthier behavior

Communication from senior
leadership about the importance of
employee health

Support tools for employee
decisions about providers/services

Financial modeling tools for health
care expenses and payments

[ High-performing company [J Low-performing company

Source: Towers Perrin 2009 Health Care Cost Survey

Create the right incentives

Incentives and Accountability
(% Doing to a Moderate/Great Degree)
Program Design
Incentives for completion of 51%
health risk assessment

Incentives for employees to participate 49%

in care management programs

Change from copays
to coinsurance

Incentives for completion of
biometrics screening

Provider Management

Adjusting provider payments to
reflect quality measures/outcomes

[ High-performing company [ Low-performing company

Source: Towers Perrin 2009 Health Care Cost Survey
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Assess and add value by measuring results

Measurement: What do Employers Focus On?
(% Responding Some/Extensive Measurement)

Program Performance

Utilization by type of service

Employee understanding/use of
resources and tools

Employee health status/risk
vs. benchmarks

Employee health status/risk by
population segment

Cost of health-related absence

and disability

Vendor Performance

Clinical performance (managing
risks, improving outcomes)

[ High-performing company [J Low-performing company

Source: Towers Perrin 2009 Health Care Cost Survey

96%

Build employee health into the fabric of the business culture

The Power of Culture
(% Agree/Strongly Agree)

Our company views employee health 89%
as a critical component of superior
business performance

Our senior leadership communicates 88%

clearly about strategy, growth and
business objectives

Our senior leadership communicates
that the organization cares about
employee well-being*

Our company promotes a culture of
shared responsibility and accountability

Our company consistently
rewards high performance

Our company optimizes its investment
in health benefits by aligning subsidies
with employee needs

Our company actively helps
employees understand and manage o
health and health risks 21%

[ High-performing company [ Low-performing company

*Senior management interest in employee well-being is the top driver of employee engagement in the Towers Perrin 2007 Global Workforce Study.

Source: Towers Perrin 2009 Health Care Cost Survey
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Value-based strategies: Emerging principles

Strategic

m Longitudinal, flexible and aligned with company culture and goals

m Create benefits that deliver value — for both the company and employee
Focused

m Incentives provide easy access to high quality health care and treatments

m Incentives target productive behavior change, e.g., cash loses its effect over time
(becomes an entitlement)

m Combines reducing financial barriers with increasing consumer accountability, e.g.,
prefer to have beneficiary lose weight and not need the medication at all

Comprehensive
m Holistic health management approach — beyond pharmacy

Forward-looking
m Supports next generation consumerism

m Eliminates co-pays for higher risk conditions for which there are high value/demand
interventions

m Requires proactive consumer engagement and leads to sustained positive behavior

Proprietary and Confidential

Not for use ¢ sure outside Towers Perrin and its clients 12

Abbott

Monday, November 24, 2008



Presentation Title

Abbott

Three-year diabetes pilot program
m Program Obijectives

®m Program Design
m Value-based insurance design (VBID)
— No cost medications
— Health coaching
— Education
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Diabetes Pilot Program
m Active enrollment
m Requires commitment to behavior change

m Enrollment process
m Three steps
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Abbott

m Diabetes Pilot Program
m Early enrollment results
m Early successes
m What we will measure
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