
The various areas of reviews that assess 
risk within the health insurance industry 
before writing a piece of business 
(actuarial, claim and underwriting) can be 
very effective in identifying possible claim 
exposures from historical data. However, 
even with the best procedures on a new 
book of business significant catastrophic 
illness exposures can result.

The top cost drivers in healthcare are in the 
areas of oncology, transplants (whole 
organ and tissue), chronic kidney disease 
(resulting in dialysis treatment), complex 
cardiac, neonate/congenital births and 
specialty pharmacy.

Factors like the aging population coupled 
with the advancing pace of medical 
technology and advanced pharmacological 
therapies have created a greater 
chronically ill population. Prior to the recent 
advances the patients may not have 
survived the rigors of their disease.

In the US, the Affordable Care Act will drive 
longer and larger exposures from 
catastrophic claims as dollar limitations on 
policies are no longer allowed. If medical 
management techniques aren’t 
implemented early, the results can lead to 
financial exposures that significantly affect 
the overall book.

Many carriers, managed care companies 
and reinsurers offer service providers that 
can reduce the costs associated with these 
types of exposures. These service 
providers/vendors are specialists in certain 
diseases or services that can promote the 
right type of care at the right time while 
saving monies through early intervention.

Many organizations have these in place; 
however, it takes a more organized and 
communicated effort to bring about the 
maximum benefit.

What do we need to have in place at the 
time of implementation with clients that 
will bring about the management of these 
exposures?

Here are six areas that need to be in place 
to reduce major exposures:

1. Oncology service provider
Cancers are one of the most expensive 
diseases to pay for. The increase in the 
number of cases (1.6 million in 2012) and 
the medical technology costs are making 
this illness a top cost driver.

Due to higher rates of survival the 
population of chronically ill patients is 
expanding rapidly in this area of medicine. 
Also, an aging population will further 
contribute to the number of cases.

2. Chronic kidney disease and end 
stage renal disease service provider
The rise of both juvenile and adult diabetes 
within the US is contributing to end stage 
renal disease that requires dialysis and 
eventually kidney transplantation.

Historically, the incidence of dialysis cases 
has been low. However, when required, the 
expense is high until government benefits 
take over.

To mitigate this exposure you need a 
vendor that has contracts that limit the 
exposure and look for unbundling in the 
billings.

3. Neonates and congenital anomalies 
service provider
The use of new medical technologies in 
ventilator and drug therapies has produced 
a very fragile patient that can weigh less 
than a pound.

The extensive stays at neonatal intensive 
care units can be lengthy and very 
expensive due to surgical interventions and 
intense care requirements. Congenital 
anomalies often require immediate surgery 
and significant follow-up.

A service provider that has neonatologist-
led expertise must be used to develop 
comprehensive treatment plans of medical 
care.

4. Transplant service provider
Transplantation (whole organ and tissue) 
continues to be a complex surgical 
intervention to save the patient’s life. This 
can be witnessed in both pediatric and the 
aging population. Transplants also require 
a lifetime of pharmacologic management 
to reduce rejection.

The use of Centers of Excellence through 
vendors who have expertise will assist in 
delivering the best care for the patient 
while controlling the cost pre- and post-
transplantation. 

5. Review of hospital bills in excess of 
$10,000
Immediate savings results can be 
demonstrated by using a vendor with 
expertise in looking at billings for errors. 
There are a large amount of errors and 
unbundling that can happen in each 
extensive hospital stay.

A program that reviews bills in excess of 
$10,000 can find impressive savings in 
both IN (in network) and OON (out of 
network) scenarios. Without a concerted 
effort there can be savings left on the table 
from the first dollar.
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6. Pharmacy benefit management and 
specialty pharmacy service provider
Finally, the area of pharmacology 
transcends the entire medical space so 
it’s important to have the availability of 
this service provider as part of your review 
process. Also, this provider can alert 
clients of the trends that are happening 
and what’s in the FDA pipeline.

An example, is a new drug for hepatitis C 
called Sovaldi that was developed by 
Gilead Sciences that actually cures the 
disease but costs over $1,000 per day for 
this drug therapy. Depending on the 
patient’s response this could be very 
expensive; however, a specialty pharmacy 
may significantly reduce the cost. Also, 
3.2 million people in the US have this 
disease which can lead to liver 
complications and death without 
treatment.

Conclusion
The six ways to reduce exposure listed 
above will not resolve every exposure. 
However, diligence in the application can 
lead to substantial savings and improved 
control of the exposures. The inclusion of 
expert providers reduces costs while 
improving the quality of the patient care 
provided.

For more information, contact: 
 
Lou Papastrat, US Medical Manager
914 828 4334
Lou_Papastrat@swissre.com
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