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[bookmark: OLE_LINK4]THE AFFORDABILITY IMPERATIVE: 2025 MARKET TRENDS & SOLUTIONS

[bookmark: OLE_LINK2]Looking ahead to the new year, health care affordability will remain in sharp focus. In 2024, family health care premiums rose 7%, averaging a total of $25k[footnoteRef:1]. And cost pressures show no signs of abating; one study suggests commercial health care costs could rise by 9 to 10% by 2026[footnoteRef:2]. Health care costs are growing faster than wages, and, after years of more moderate growth, costs in Massachusetts are among the highest in the country[footnoteRef:3].  [1:  Kaiser Family Foundation study ]  [2:  McKinsey Reimagining US employer health benefits with innovative plan design]  [3:  Boston Globe, Health insurance premiums in Massachusetts are among the most expensive in the country. Why?, December 19, 2024] 


[bookmark: OLE_LINK3]While the affordability issue is not new, the magnitude and pace of the increases have created heightened urgency to address it. A combination of factors has created this challenge including the overall economy and inflation rate, higher costs charged by providers and health systems, increases in medical care utilization and high cost conditions, and (to no one’s surprise) soaring pharmacy costs driven in large part by weight loss drugs. Payers are working to address these cost pressures on multiple fronts with additional goals to enhance the member experience, maintain high quality care, and lower costs.
[bookmark: OLE_LINK6]The rise of alternative health plans: Payers will continue to innovate to meet the evolving needs and preferences of employers and members. Health insurers are offering new options to help employers address price without eroding quality, including narrow provider networks as well as plans with incentives for members to choose lower cost providers, help employers address price without eroding quality. For small and mid-sized groups, level-funded solutions and captives (pooled risk arrangements where employers join together to provide health insurance for their employees) are gaining popularity. Also on the rise: individual coverage health reimbursement arrangements (ICHRAs). These plan arrangements allow employers to reimburse employees with fixed dollar amounts for premiums and medical expenses, an approach that provides employers predictability on costs while giving members choice and control.
Evolving virtual care solutions: Access to virtual care is table stakes today; it’s viewed as a ”core” aspect of most health plans. For good reason: a recent study found that 94% of people using virtual health are satisfied with the experience[footnoteRef:4]. However, many still rely heavily on traditional in-person care, which means successful solutions must incorporate robust hybrid care capabilities. Virtual care options – including condition-focused point solutions, self-management solutions, and coaching – appeal to members who want convenient access to digital self-service platforms. Successful solutions will seamlessly integrate options for in-person visits if and when needed. [4:  Virtual Healthcare: Elevance Health Survey, February 27, 2024] 

[bookmark: OLE_LINK99][bookmark: OLE_LINK1][bookmark: OLE_LINK97]Pharmacy strategies: With GLP-1s in the headlines every day, not to mention costly new specialty drugs that continue to emerge, plans and employers are laser-focused on balancing costs with the need for access to life-changing and life-saving treatments. In 2023, GLP-1 sales alone topped $20 billion, a five-year high for the weight loss drugs[footnoteRef:5].  [5:  Pew Research Center] 

To combat soaring prescription costs across the board, insurers are looking to innovative new companies. Evio specializes in reducing high-cost medication spend, while using real-world evidence to help plans understand drug effectiveness, make benefit design decisions, and ultimately lower costs through better outcomes. 
Synergie Medication Collective, a new medication contracting organization founded by a group of Blue Cross and Blue Shield affiliated companies, uses a transparent business model in collaboration with industry stakeholders to improve affordability and access to costly medical benefit drugs — ones that are injected or infused by a health care professional in a clinical  setting. 
[bookmark: OLE_LINK90][bookmark: OLE_LINK94]Other entrants such as Cost Plus Drugs, the online pharmacy that sells generics at lower prices by negotiating directly with manufacturers, have created industry-wide momentum for lower priced generics. 
Sempre Health incentivizes medication adherence. Using interactive tools and discounts, they help eligible members save when they fill their prescriptions consistently and on time – leading to lower out-of-pocket costs and better health outcomes. 
Consumer-Focused Care Navigation: With so many options, navigating the complicated healthcare ecosystem is a challenge. Plans must seek to ensure solutions provide the best member experience. Consumer-focused solutions should provide more control and flexibility to address escalating costs, and tailor benefits to specific populations. Personalized, flexible and easily understandable care navigation experiences can help patients find the care they need at a cost they can afford. These solutions marry a seamless digital experience with affordability – as members are provided with a better upfront understanding of out-of-pocket costs. This approach empowers members to make decisions that can save money, while still accessing high quality care.[footnoteRef:6] [6:  McKinsey “Reimagining US employer health benefits with innovative plan designs”] 

Looking ahead, insurers’ role in care navigation will continue to expand. By identifying gaps in access in areas including primary care, mental health, women’s health, gastrointestinal, musculoskeletal and diabetes, plans can curate solutions and build a network of innovative partners that deliver quality and value. 

These creative solutions and approaches tackle the affordability question from a range of angles. As we look to 2025 health insurers, employers, and all healthcare stakeholders must continue to develop, seek out, and share solutions that contribute to a health system that delivers quality, affordable, and equitable care for all.
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