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Healthcare 
2023 & Beyond

October 6, 2022

Presenters:
Gene Pompili – Captive Practice Leader/Oswald Companies

Brian  Feliciano- VP, Benefits Consultant/Oswald Companies
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The Economic Environment of Health Benefits
WHERE HAVE WE BEEN?

Average Cost of Family Premiums 1999-2020

4* 2021 KKF Survey
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Average Cost of Worker Contributions 1999-2020

5* 2021 KKF Survey

Increase in Workers’ Wages and Deductibles
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Average American’s Balance in Checking, Savings, 
or Money Market Accounts in 2020

7* Federal Reserve Data

$5,300

Average American Worker’s Health Benefits Family 
Deductible in 2020

8* 2021 KFF Survey

$3,722
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Medical Debt & Bankruptcy in 2020

9* American Journal of Public Health

#1 Cause
66.5%

Per Capita Total Health Spending in 2020
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How The U.S. Healthcare System Stacks Up
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Deconstructing the Cost of Health Benefits
WHERE DOES THE MONEY GO?
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What Drives Cost… Econ 101

Quantity of Units Used
(Frequency of Services)
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Who Gets Paid

13¢

Physician

Services

23¢

Prescription

Drugs

17¢

Outpatient

Services

32¢

Inpatient 

Services

12¢

Admin

Costs

3¢

Taxes
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Health Plan Cost Components 

FULLY INSURED TRADITIONAL SELF-FUNDED

vs.

Administration

Pooling Charges

Maximum Claims

Profits to 

Insurance Company

Fixed 

Costs

Actual

Claims

Administration

Stop Loss Charges
Fixed 

Costs

Maximum Claims

Surplus Retained 

by Employer

Variable 

Costs
Actual 

Claims

Root Cause Factors
WHAT’S DRIVING THIS ENORMOUS INCREASE IN COST?
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Most Expensive Drugs in 2021
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And Who Profits From Expensive Drugs
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Who’s Spending the Most to Influence Public Policy
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Don’t Forget We Did in 2010
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The Resulting Increase in Spending

Prevalence of $1M Claims Since

22* 2021 Sun Life Study
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Big Winners of the Affordable Care Act
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Big Winners of the COVID Pandemic
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The Power of Pooling Risk
WHAT MAKES INSURANCE COMPANIES TICK?

Case Study… Power of Risk Pooling

68
Pooled Employers

14
States

5,100
Employees

10,000
Members

98%
Annual Retention

80 EEs
Average Size Group

20%

30%

40%

50%

60%

70%

80%

90%

100%

110%

Actual Paid Claims Percentage vs. 

Expected and Maximum Claims

Actual to Max Claims Maximum Expected

84.7%

20.5%   

$13M 
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Based on 31 public sector clients, with 15,000+ covered EEs, and a combined $260M of healthcare spend

What’s Possible

Current State

Hospitals Prescription Drugs Physicians Reinsurance Admin

40%

15%

12.5%

22.5%

Future State

Hospitals Prescription Drugs Physicians Reinsurance Admin Net Savings

12.5%

12.5%

Net Savings

37.5%

17.5%

12.5%

7.5%

10%

27

Prescription Drugs
WHY THE CRAZY GROWTH?
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Drug trends – pipeline overview 2020-2022

~7,000
medications in 
development1

600
new drugs expected to 

get market approval 
between 2020-20221

64%
of drugs filed for FDA 

approval are specialty1

75%
of drugs in the pipeline at 

all stages that may 
become first in class 

treatments1

1 CVS Health Drug Spend Report 2019

30

The impact of market dynamics

• Worker health benefit costs expected to increase 5% in 2020, topping $15,000 per 

employee1

• In 2021 and 2022, 30% of employers may be shifting their health plan or PBM based on 

PBM-health plan consolidations2

• 13% of employers are looking to health technology and virtual solutions making a 

significant impact to the future of care3

• High-cost therapies employers’ top concern in pharmacy benefits – the FDA expects to 

approve between 10 and 20 gene and cell therapies each year by 20254

o Genetic therapies

o Rare diseases

o Chronic conditions
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Projected growth of specialty spend -- impact of 
growing chronic disease pipeline
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2011 2021

Projected Growth of Specialty Spend3

1 Chronic Diseases in America - CDC
2  PWC Medical Cost Trend: Behind the numbers 2020, Health Research Institute, June 2019
3 Specialty Landscape – CVS Health Report 2019

$105B

$280B

of adults have a chronic 
disease, 

60% 

40% 

For employers, per capita health 
spending on an individual with a 
complex chronic illness is 8 times 
that of a healthy individual.2

of adults are managing 
two or more chronic 
diseases1

i.e. obesity, type 2 diabetes, 
hypertension, cardiovascular 
disease1

Value Chain Overview

ITS COMPLICATED!
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Pricing Example

$151 

+20% 

+5% 

$0

$50

$100

$150

$200

$250

WAC AWP U&C
 Member paid Plan Paid PBM discount

AWP: $182

U&C: ~$191

AWP DISCOUNT = $22

PLAN PAID = $141

MEMBER PAID = $20 

Ingredient cost

($160.00)

AWP – 12%

Dispensing Fee

($1.00)
Gross Cost

($161.00)

Plan Paid

($141.00)
Member Paid

($20.00)

AWP

($182.00)

Pharmacy Benefit Review
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Keeping pharmacy benefits affordable

Cost shift to Members

• Premiums 
• Copay/coinsurance
• HDHP

Limit access

• Formulary restrictions
• Clinical utilization management 

programs
o Prior Authorization
o Step Therapy
o Quantity Limits

• Limited pharmacy networks

Maximize contract with current PBM

• Contract improvements through 
market check

• Allocate allowances and credits
• Data rights that provide for continual 

monitoring of claims
• Annual reconciliation

MEMBER NOISE CONTRACT CONTROL
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Questions?

Brian Feliciano
Vice President, Group Benefits

bfeliciano@oswaldcompanies.com

Gene Pompili
Captive Practice Leader

gpompili@oswaldcompanies.com
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1100 Superior Avenue

Suite 1500

Cleveland, OH 44114

www.oswaldcompanies.com

37


