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AllowedBilled Paid

The charges submitted 
to the Carrier or TPA 

from the provider

The amount left over 
after negotiated 

discounts and contract 
terms are applied ~ 60%

The amount left for the 
plan to pay after the 

employee pays his/her 
cost-sharing ~ 80%

Billed vs. allowed vs. paid
What’s the difference?



Allowed Trend

Unit cost trend

Utilization trend

Severity

Mix

Demographics

Enrollment

Benefits

Risk margin
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Unit cost

ExamplesConcept During COVID

ü Change in price

ü Completely identical

ü Measurement period

ü Contracts

• 1-3 yrs
• “Regular inflation”
• Hospital financials
• Medicare
• Mandates – surprise 

billing

ü To the provider, yes

ü Payment mandates

ü Contracts protect

After COVID

ü Upward pressure

ü Contracts protect in short-
term

ü Carriers get creative

ü Efficiency gains?
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Utilization

ExamplesConcept During COVID

ü Change in how many being 
used

ü Per thousand

ü Measurement period

ü Constant basket

• Individual item
• Collection of same items

ü Varied by service

ü Forgone vs. deferred care

ü Rise of telehealth

ü New COVID services

After COVID
ü Temporary vs. permanent

ü Pent-up demand

ü COVID costs as cushion
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Ambulatory Surgery Center utilization –
Decrease in 2020

FH Healthcare Indicators and FH Medical Price Index 2022--A FAIR Health White Paper.pdf

https://s3.amazonaws.com/media2.fairhealth.org/whitepaper/asset/FH%20Healthcare%20Indicators%20and%20FH%20Medical%20Price%20Index%202022--A%20FAIR%20Health%20White%20Paper.pdf
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ED utilization decrease permanent?

Update: COVID-19 Pandemic–Associated Changes in Emergency Department Visits — United States, December 2020–
January 2021 (cdc.gov)

https://www.cdc.gov/mmwr/volumes/70/wr/pdfs/mm7015a3-H.pdf
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Telehealth utilization – 2015 - 2020

FH Healthcare Indicators and FH Medical Price Index 2022--A FAIR Health White Paper.pdf

https://s3.amazonaws.com/media2.fairhealth.org/whitepaper/asset/FH%20Healthcare%20Indicators%20and%20FH%20Medical%20Price%20Index%202022--A%20FAIR%20Health%20White%20Paper.pdf
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Telehealth utilization – 2015 - 2020

FH Healthcare Indicators and FH Medical Price Index 2022--A FAIR Health White Paper.pdf

https://s3.amazonaws.com/media2.fairhealth.org/whitepaper/asset/FH%20Healthcare%20Indicators%20and%20FH%20Medical%20Price%20Index%202022--A%20FAIR%20Health%20White%20Paper.pdf
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Severity

ExamplesConcept During COVID

ü Change in underlying 
morbidity (also billing)

ü Diagnosis codes –
frequency and complexity

ü Procedure codes –
frequency and complexity

ü Chronic vs. acute

ü Large claims

ü COVID

ü Mental health concerns

ü Unhealthy behaviors

After COVID

ü Higher stage disease?

ü Increased prevalence?

ü Large claims

ü Long COVID?
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Mix

ExamplesConcept During COVID

ü Existing service gets 
replaced with a higher or 
lower cost service

ü New service gets introduced

ü Innovation and technology

ü Huge swings

ü New tests, vaccines

ü New treatment costs

ü Telehealth

After COVID
ü New normal – ED, BH, 

Telehealth

ü Return to normal – get through 
rocky patch on way

FDA Approves Cyltezo, the First Interchangeable Biosimilar to Humira | FDA

https://www.fda.gov/news-events/press-announcements/fda-approves-cyltezo-first-interchangeable-biosimilar-humira
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ED mix change

Emergency department utilization for substance use disorders and mental health conditions during COVID-19 - PMC (nih.gov)

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8757912/
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Calculators out, team-up
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Scenario 1: cost trend for Bachelor View Clinic
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Scenario 2: Bachelor View Clinic’s runaway 
medical trend
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Bachelor View Clinic
Experience by month
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Scenario 2: R12 Trend w/ and w/out* Lg Claims
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Demographics and enrollment

ExamplesConcept During COVID

ü Age, gender, family 
composition

ü Normal patterns, influenced 
by hiring / attrition

ü Dependents mitigate trend

ü Industry / group-specific

ü Job loss

ü Family demands

After COVID

ü Expansion of fertility / 
infertility benefits

ü Churn in workforce –
replace losses w/ same 
demographic?
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Scenario 3: 20% enrollment growth in 2021*
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Benefits

ExamplesConcept During COVID

ü Adding / removing plans

ü Increasing / decreasing 
deductibles

ü Adding / removing benefits

ü Normal patterns to maintain 
affordability to employer

ü Waived cost-sharing

ü Minimal benefit changes

After COVID

ü Employee attraction / 
retention

ü Minimal benefit changes

ü If changes, richer

Choice

Cost-
sharing

Point 
Solutions

Mandates

Contribution

Networks
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Why HDHP trend 0.5% - 1.5% higher than LDHP
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AllowedBilled Paid

The charges submitted 
to the Carrier or TPA 

from the provider

The amount left over 
after negotiated 

discounts and contract 
terms are applied ~ 60%

The amount left for the 
plan to pay after the 

employee pays his/her 
cost-sharing ~ 80%

Do you remember this slide?





Underwriting Trend

Unit cost trend

Utilization trend

Severity

Mix

Demographics

Enrollment

Benefits

Risk margin



64

Underwriting trend (used for rates / budgets)

Concept During COVID

ü Related to allowed trend

ü Not related to allowed trend

ü Not group-specific

ü Slow to react

ü Forward looking

ü Includes 2-3% margin

ü Didn’t reduce trend for 
claims drop

ü May have increased trend 
for risk

After COVID

ü May add 0.5% - 1.5% 
additional margin for risk

ü So 6-8% depending

ü Macroeconomic factors



Strategies

2
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Financials

Prepare clients for higher trends 2022 –
2025

Build in explicit additional margin into 
underwriting trends 0.5% - 1.5% maybe 
more depending on client’s risk tolerance

Understand how your client’s industry / 
geography was impacted by COVID – might 
be different than what you’re reading

Understand that high trends in 2021 were 
largely a result of coming out of a low 2020

Plan Design

Coinsurance-focused plan designs pass 
trend increases on to employees vs. copay-
style plans protect them

Benefits that have adapted to new ways of 
delivering care – coverage of telehealth, 
digital testing / diagnostics

At-home care?

Strategies

Services

Keep an eye on your employee’s health when it 
comes to heart disease, diabetes, mental health 
and substance use disorders

Do your current treatment options provide 
adequate access? Do they reach all different 
populations?

Are you leveraging leading-edge diagnostics / 
therapeutics? At-home testing, at-home 
diagnostic tools, remote monitoring, biometrics, 
symptom reporting

Education, education, education – no point in 
having services your members don’t know 
about or don’t know how to access
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