10/28/2019

s Compensation —

—Current Issues and Future Game Changers-

Barry Lipton, FCAS, MAAA Sean Cooper, FCAS, MAAA Raji Chadarevian
Practice Leader & Practice Leader & Director, Medical
Senior Actuary Senior Actuary Regulation & Informatics

Antitrust Notice

The Casualty Actuarial Society is committed to adhering :irlcuv
to the letter and spirit of the antitrust laws. Seminars cor

under the auspices of the CAS are designed yto dtn
forum for th .upﬂulonufﬂﬂanlpoimﬁm

described in the programs or agendas for such

Itis responsibility of all seminar lﬂﬁ:lpnnn to be aware of

or verbal
ns l”ﬂl‘” vhun"&m lm. and to adhere in
every respect to the CAS antitrust compllance policy.

()

Work Comp vs. Group Health
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Medical Costs Covered by Workers Compensation
and Group Health

covers associated
with a

Group health (GH) covers a broad array of healthcare services and
products for an employee and their covered family members during the
policy term

Medical Cost Controls

Some Commonalities Some Differences

Provider Networks Fee Schedules

Drug Formularies Patient Shares the Costs

Prior Authorization/ Safety Programs
Utilization Review

Wellness Programs

Focus on Return to Work

WC Costs More Than GH To Treat Similar Injuries

Physician Services from Service Years 2013 to 2016

Volume of services drives cost differences while prices paid are comparable

—— WOC costs for radiology improved while remained high

Smaller cost differences for acute injuries than for complex injuries




Injuries Included in Analysis of Physician Services
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‘il Acute Complex

Ankle fracture or sprain Inguinal hernia

Humerus/shoulder fracture, dislocation, or sprain Lower back disc disorders

Wrist/hand fracture, dislocation, or sprain Other bone and joint disorders

Knee ligament injury Bursitis

Lower extremity open wound or blunt trauma Other lower back disorders incl. spine

Upper extremity open wound or blunt trauma Upper back spine/spinal cord injury

Prices for Physician Services Are Marginally
Higher in WC Than in GH

GH =100%

Volume of Physician Services Is Significantly
Higher in WC Than in GH

160%

GH =100%

Quantity
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Costs for Physician Services Are 77%
Higher in WC Than in GH

GH =100%

WC to GH Cost Differentials
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Physician Services

WC to GH Differentials by Quantity, and Relative to National Values
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Physician Services

WC to GH Differentials by Quantity, Relative to National Values

Physician Services
WC to GH Differentials by Quant Relative to National Values

Cost Differentials Vary by Service Category

WC to GH Qu and Differentials for Physician Services
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WC Radiology
Since Early 2000s

90 Days Post-Injury

WC and GH Payments for MRIs Are Similar

MRI of Any Joint of Lower Extremities Without Dye

WC Average Payment
— GH Average Payment

MRI Maximum Allowable Reimbursement (MAR)

MRI of Any Joint of Lower Extremities Without Dye

$999
$938
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MRI MARs Have Declined Significantly in
Medicare-Based Fee Schedules we Ak

MRI of Any Joint of Lower Extremities Without Dye [ Average Payment

State With Medicare-Based Fee Schedule

$1,113 $1,080

In Some States, MRl MARs Have Not Declined

MRI of Any Joint of Lower Extremities Without Dye
WCMAR

W Average Payment

State With Fee Schedule Not Medicare-Based

WC Radiology Costs More Than GH for Complex Injuries

WC to GH Quantity, and Differentials




WC Physical Therapy Volume Is Higher Than GH

WC to GH and Differentials

WC Patients Get More Physical Therapy Than GH

Among the 12 injuries, WC patients are 45% more likely to receive physical
therapy

Among patients receiving physical therapy, WC patients receive
50% more visits
20% more modalities per visit

And cost 37% more per visit

Experience Rating Plan
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NCCI Experience Rating Modification

Mod uses an insured’s three-year claim history from the

to predict its loss cost in the Rating Period

Current Mod Performs Well

Steep slope in los os before Small deviations from 1.0 in
i /lod shows predictive power shows accuracy

Mod Quintiles

Mod Performance Varies by Industry Group
Loss Ratios Before and Applying Mod by Quintiles

Manufacturing Contracting Office & Clerical ~ Goods & Services Miscellaneous
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Longer Claim History Brings More Predictive Power
Risks With Experience Period Expected Losses Between $10,000 and $40,000

Loss Ratio Before Applying Mod Loss Ratio Applying Mod

Latest Mod Latest Mod 3 Mods Latest Mod Latest Mod
claim-free, not claim-free claim-free claim-free, not claim-free
but not all 3 but not all 3

Steep Slope in Loss Ratios Before Applying Mod
Shows Predictive Power

Highest
Mod Quintiles

Measuring Predictive Power

Mod Quintiles
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Scaling Up Medical-Only Claim Amounts

Increases Predictive Power
Risks with Experience Period Expected Losses Between $10,000 and $40,000

Predictive power:

Loss ratio difference—prior to
Mod— between highest and
lowest quintiles

100%  200%

ly Multiplier

Summary

Higher volume of services per injury causes higher WC costs vs. GH
The cost difference between WC and GH varies significantly by state

The NCCI experience rating plan is performing well overall

Game Changers and
the New Workplace
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Autonomous
Vehicles
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Ve -
I r Directional signaling lights are offered 1

Energy-absorbing steering wheels

Padding on instrumental panels

Hydraulic brakes

O S —

Antilock brakes are offered
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Tire pressure monitoring systems
are introduced

More Recent Years

2\ oDl

Blind zone warning

o
= Electronic

14 stability control
HY| ly

Lane departure

Autonomous Vehicles
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Occupations That Involve Driving

25% of Payroll

50% of Premium

Source: NCCI's Unit Statistical Data

Motor Vehicle Accidents in WC

2 Out of 5 Fatalities

1 Out of 5 Permanent Total

3 Times the Average Cost of Other Claims

10% of Benefit Costs

Source: NCCI's Unit Statistical Data

90% of accidents
DaNHTSA ) °
are caused by

driver error
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Forward Collision Warning With

Auto Brake
Q 2T/ -
(( 4 56% Reduction in
O O—O Front-to-Rear Crashes With
Injury

WC Cost.dmpact

>

0% B 0% gt
Fewer Accidents Savings

WC Cost Impacts Vary by State

50% Assumed Reduction in Motor Vehicle Accidents

16
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The Gig
Economy

What Is the Gig Economy?

Traditional Employment
Single Employer Controls Schedule

What Is the Gig Economy?

Traditional Employment Working in the Gig Economy

Single Employer Controls Schedule Worker Controls Schedule
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What Is the Gig Economy?

Traditional Employment Working in the Gig Economy

Single Employer Controls Schedule Worker Controls Schedule

Worker Receives Compensation For Each “Gig”

Dog Walking

Delivery Driver

Transportation | Total
Employee Compensation

Benefits Online Work

How Can the Gig Economy Change the Game?
O

Dog Walking

Delivery Driver

Transportation

]
Employe | ] Online Work
Benefits

How Big Is the Gig Econom

According to a 2017 survey by the Federal
Reserve, 31% of all adults engaged in gig work
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How Big Is the Gig Economy?

According to a 2017 survey by the Federal
Reserve, 31% of all adults engaged in gig work

The Washington Post, however, reported the
share of Gig Economy workers at

How Big Is the Gig Economy?

The Washington Post, however, reported the
share of Gig Economy workers at

These varying estimations highlight two major
hurdles in understanding the state of the Gig
Economy:

" The lack of a standard definition of workers

counted as participating in gig work

The lack of data

How Big Is the Gig Economy?

Gig workers are self-employed

Benefits of using unincorporated self-employed workers as a proxy:
= Consistent definition
" Data availability

" similar exposure leakage potential

10/28/2019
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Is Self-Employment Growing

dule C

ated Self-Employed From CPS

Sources: IRS, BLS.

Is Self-Employment Growing

1ent Taxable Earnings Under Medicare_ 1

2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: Social Security Administration

Game Changing

N
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Game Changing

N

Telehealth and
Wearables

What is Telehealth?

Physician & Physician

Patient & Physician

Remote Patient
Monitoring (RPM)
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Challenges and Limitations

Rural Area Tl oy

Telepresenter Cost

Out-of-state

Telehealth Site specialists

Telehealth and Emergency Room Visits

Telehealth and Emergency Room Visits

10/28/2019
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Telehealth and Emergency Room Visits

Telehealth and Emergency Room Visits

Telehealth and Emergency Room Visits

64% of ER visits (40% of ER costs)
not life-threatening or high-severity category

Source: NCCI's Medical Data Call
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Telehealth and Emergency Room Visits

tient Visit = $270

20% - 30%
Savings
on ER Visits

Potential savings on medical costs

Source: NCCI's Medical Data Call

Telehealth Benefits

Appointment

Telehealth Benefits

Fewer Setbacks = Fewer Hospital Visits

Source: NCCI's Medical Data Call
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Telehealth Benefits

Potential Savings on Readmissions:

Sl e

30-day Hospital Readmission Rate Length of Stay Patients requiring readmission

- 35% reduction in overall hospital readmission costs

Potential savings of up to on medical costs

Source: mHealth Intelligence

RPM and Physical Therapy

e

//

Exercises
and
Activities:
60%

Source: NCCI's Medical Data Call

RPM and Physical Therapy

i<,

Potential savings on medical costs

#

Source: NCCI's Medical Data Call

10/28/2019

25



Telehealth—Wearables

Today, some wearables gather much of the information that RPM
devices do.

&

Injury Quicker Response to Quicker Return to
Prevention Injuries Work

Game

Changers

Autonomous Vehicles
to
to
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Gig Economy

Telehealth and Wearables
to
to

Autonomous Vehicles Telehealth and Wearables
Game

@gers

| @

Gig Economy
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