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Introduction
The ubiquitous spotlight of health reform wasn’t always this bright. The health care sector, like other markets, has had 
its share of change indicators over the years that have led to this moment. Historical events – or change indicators – 
foreshadowed the passage of the Patient Protection and Affordable Care Act (ACA) that has created seismic shifts in how 
health insurance is sold, delivered and serviced. And it’s the smart health care executive who has identified these events  
and the trends they produce who is delivering value and market share to his or her company.

There are numerous examples of change indicators that accelerated trends and, in some instances, defined new markets. 
Apple’s resurgence and dominance in mobile technology can be traced back to 1997 when, after 12 years of financial losses, 
it replaced CEO Gil Amelio with founder Steve Jobs. Apple then formed a partnership with Microsoft and ceased investment 
in the Newton platform, a personal digital assistant that was ahead of its time but squelching profits. The recognition of the 
mismatch between its products and what the market wanted created opportunity. Shortly thereafter, a file-sharing invention 
by a Northeastern University student – Shawn Fanning – exposed what the market was clamoring for and ultimately inspired 
Apple’s development and launch of iTunes and the iPod. Apple’s recognition of the opportunity the file-sharing change 
indicator represented allowed it to capitalize and reshape itself into a global leader in innovative mobile technology.

In 2002, Blockbuster was well-entrenched as the U.S. market leader for movie rentals, but ultimately filed for bankruptcy in 
2010 due, in large part, to the rise of upstart competitors like Netflix and Redbox which offered consumers less expensive  
and more convenient rental experiences. Change indicators that Blockbuster missed included Netflix’s innovative pricing 
model that allowed for unlimited rentals on a fixed monthly fee, Redbox’s convenience and the emergence of video-on-
demand. By the time Blockbuster recognized how these change indicators were disrupting the market, it was too late to 
change its business model to successfully compete in the marketplace with altered consumer expectations around the 
delivery and pricing of products.

We’re not proposing to blend health reform and the passage of the ACA with these events, but rather point out the value 
of recognizing change indicators and preparing for impending market change. Health insurance payers that are attuned 
to change indicators recognize the importance of modernizing their technology and processes to adapt, scale and grow 
amid shifting markets and evolving regulatory mandates. CIOs and CTOs paying attention to change indicators understand 
the need to replace aging technology stacks that likely cannot handle the influx of changing business models and evolving 
payment arrangements. Outdated technology may limit market opportunities like inclusion in private exchanges, participation 
in accountable care organizations (ACOs) and direct-to-consumer retailing. Change indicators over the last half century have 
pointed to health reform as evidenced by the ACA, and are propelling us toward a more value-driven health care system.

In this paper, we will highlight many of the change indicators in the U.S. health care sector; delve into recent consumer trends 
and evolving distribution channels; examine the challenges payers face in supporting the sales cycle, including prospecting 
and modeling plan designs; explore pressures for quantifying value up front; and analyze the value to payers of working from 
a single source of truth.

Change Indicators in the Health Care Landscape
Health care has seen its share of change indicators over the years (see Exhibit I), well before the ACA was signed into law in 
2010. Rising health care costs have led policy makers to look for solutions to reduce the pace of spending. Inefficiencies in 
health care have also spurred on industry transformations.

Universal coverage and shared accountability have been discussed throughout the last few decades. But what’s different 
with the passage of the ACA is inherent compliance governance, putting pressure on payers to demonstrate greater efficiency 
and transparency with a goal of providing greater access to affordable health care. The ACA also provides payers with new 
distribution options – directly through the public marketplaces and indirectly through the emergence of private exchanges as 
part of a shift to consumerism.

In the 1990s, discussions around system reform took on a more defined shape with proposed legislation around universal 
coverage. Programs like the Children’s Health Insurance Program (CHIP), covering low-income children above Medicaid 
eligibility levels, were signed into law. President Bush passed programs to expand the number of community health centers 
geared toward underserved populations. In 2003, Congress expanded Medicare to cover the cost of prescription drugs for 
Medicare beneficiaries through private insurance, called Medicare Part D, taking effect in 2006. That same year, Gov. Mitt 
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Romney signed Massachusetts’ comprehensive health reform, designed to provide near-universal health insurance coverage 
for state residents, and Vermont soon followed.

E X H I B I T  I  –  T R E N D  O F  K E Y  H E A LT H  R E F O R M  I N I T I AT I V E S
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Primary care and accountable care are two critical elements of delivery-system reform, where shifts in the market have been 
apparent to those attune. This is not the first time markets have signaled a shift toward new delivery system types. In the 
1990s, Health Maintenance Organizations (HMOs) attempted to change the delivery system with some success. The increase 
in health care spending over the last few decades demanded the improvement of both quality and coordination of health 
care systems. The creation of ACOs and Patient-Centered Medical Homes (PCMHs), both of which are having significant 
impact on the delivery systems, have emerged. Though some suggest these acronyms are passing trends, the number of 
payers aligning themselves with these models suggests these trends will continue to have significant market impact for the 
foreseeable future.

With delivery system reform comes shifting payment models to better align market incentives. The transition from volume-
driven fee-for-service (FFS) models to value-based reimbursement (VBR) models has been propelled by the market’s desire 
to rein in costs. National policy makers have been signaling changes in payment models, evidenced by the ACA’s aim to 
reward providers for delivering greater value to their patients. The ACA calls for “a greater quality system that wastes less and 
encourages efficient and effective care.” Payment models including pay-for-performance, PCMHs, bundled payments and 
shared savings all are designed to help align incentives and reduce cost. The shift in payment models represents a significant 
departure from the traditional relationship structure payers and providers have had with each other.

The Rise of Consumerism and New Health Insurance Distribution Channels
Policy leaders have, for some time now, sought to transfer more of the economic decision-making process to consumers. 
Some examples of this are Medical Savings Accounts (MSAs) that were authorized by the Health Insurance Portability and 
Accountability Act (HIPAA) of 1996, and Health Savings Accounts (HSAs) that were approved by Congress in 2003 and 
became law in 2004. By creating incentives for patients to control and manage their own health care spending, consumer-
driven health products create more conscientious consumers of health care and generate additional pressure for increased 
transparency in the system.

These products also provide employers with an effective tool for lowering their costs while putting downward pressure on 
utilization. The adoption of these products underscores the pressures many companies face regarding benefits cost inflation 
and the acknowledgement that consumers can play an important role in helping to share and manage those costs. In 2006, 
there were 3.2 million individuals enrolled in HSA-eligible plans and by 2013, there were 15.5 million.

In addition to consumer-driven health plans (CDHPs), the increased interest and participation in both public and private 
exchanges signals ongoing changes in the health insurance distribution channels. The concept of health insurance 
exchanges, though not new, is increasingly gaining ground and has signaled future prominence in the market. The idea, 
presented in the 1990s under the Clinton Health Security Act, followed by the Massachusetts Connector, a state-sponsored 
public exchange created in the early 2000s, and then by Utah’s creation of an exchange, has evolved over time. 

Following the ACA’s implementation and the 2013 rollout of state and federal exchanges, later renamed marketplaces,  
roughly 7 million consumers are currently using the public marketplace as a distribution channel to purchase coverage. 

Private exchanges portend to play a significant role in how traditional employer-sponsored coverage is purchased in the 
future. Based on a number of employer survey results, it is believed that by 2017, the number of people purchasing coverage 
through a private exchange will likely surpass those in public exchanges. For payers that have predominantly operated in a 
B2B model, they are feeling the urgency to develop B2C proficiencies to effectively compete in both public marketplaces and 
private exchanges.

As the health care landscape evolves, payers who prepare their client-facing representatives with tools and systems enabling 
the proactive engagement of plan enrollees will be best positioned to perform at the highest levels moving forward. Meeting 
consumers via the channels they prefer to use with products they expect to see will be increasingly important capabilities for 
payers to remain competitive moving forward. 
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Payers Face Myriad Challenges in Sales Cycle
So what does this historical activity and current post-ACA climate mean for payers? Regardless of who occupies the White House 
and whether the Senate is red or blue, the ACA is a landmark law that will continue to evolve, creating a complex, dynamic payer  
environment for many years. And it is those payers that were prepared for change, based on attention to the change 
indicators in the health care market over the last few decades, that will most likely succeed in the post-ACA environment.

E X H I B I T  I I  –  Q UA N T I F Y I N G  VA L U E  U P  F R O N T:  K E Y  C H A L L E N G E  F O R  PAY E R  S A L E S
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Leavitt Partners believes the change indicators in the health care payer market are getting stronger and demand attention. 
To study this further, the firm interviewed numerous sales executives at state, regional and national health plans to ascertain 
payers’ level of preparation in specific areas in the sales cycle, specifically up-front product planning, upstream and downstream 
communications, marketing, new sales and renewals (see Exhibit II). The firm explored the flexibility and adaptability of current 
systems and where payers could use technology and system improvements to unlock additional value for employers.

Leavitt Partners found that payers are increasingly under pressure to provide and quantify value to grow and retain business 
in the group market. Employers in 2015 are looking for ways to reduce cost, and each payer the firm interviewed discussed 
the importance of quantifying value. Payers also recognized that quantifying value needs to transcend to the individual market, 
where the transparency of decision-support tools has created increased competitive pressure. These challenges are causing 
payers to assess their end-to-end business processes, from the creation of new products to the quality of customer service. 

To help add context to the change indicators observed in the market, Leavitt Partners conducted primary research with 
brokers, payers and employers around the topic of employer engagement. Research findings suggest that employers are 
increasingly willing to engage service providers beyond traditional payers and brokers, who offer tools and services that  
help answer questions around health reform and what health benefits, if any, they should offer their employees.

Alongside employers’ increased need for greater breadth and depth of information, group benefits information flows are evolving. 
Brokers and payers that rely on controlling information flows, rather than becoming more transparent and increasing their value 
proposition to employers, are at risk of being disintermediated by new market participants that will offer up such information.

The typical payer sales cycle starts with the product strategy group, which works closely with its legal team of actuaries 
and underwriters. Once products and plans are designed, the product operations team leads the implementation effort 
that includes marketing, sales and account management. The payers Leavitt Partners interviewed said there are several 
bottlenecks along the way, starting with the inability to effectively model new plans because of manual-based processes to 
access previous year’s data, and the related RFP process with large employers.

Prospecting and Modeling Challenges
Through a combination of manual and automated processes, payers of all sizes expressed a high degree of confidence that 
their sales processes and tools aren’t currently limiting their ability to be competitive in the market; yet, many expressed 
challenges in effectively prospecting new clients. This could prove problematic as employers explore means of controlling 
their costs and look for innovative means of lowering their health care spend. Payers with systems and tools that allow them 
to proactively identify and address employers’ root questions will enable them to develop stronger ties and relationships with 
their employer clients.

This is especially true in the RFP process, which payers universally agreed is too time-consuming. Payers expressed an 
interest in automating the manual steps in this process, but also recognize data analytics helps change the relationship from 
selling a product with a price point to a consultative selling opportunity.

To truly be consultative, payers recognize the need to work from one source of data. 
This provides payers with the flexibility to review historical data to provide a plan 
that best fits a customer’s need at a specific point in time. By doing this, the payer 
becomes more of a coach and advocate, which helps win and retain business.

Payers working from an extensible source of truth with integration capabilities can 
leverage the data – e.g., plans chosen, claims paid, customer interactions – in a 
closed-loop cycle that provides sales with the intelligence to have more consultative 
discussions to secure renewals.

For effective product modeling, payers recognized the need for the ability to generate 
side-by-side comparisons of current and historical products and plans to review 
previous year’s inquiries and resolutions, like rider requests, in one location. To do  
this, however, product and plan details need to be converted from structured and  
unstructured sources and organized within a single source of truth at the data level. 

“ Our issue is coming 
out and modeling 
the different benefit 
scenarios…Automating 
this process would be  
a big help.”

– REGIONAL PAYER
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While RFP timelines vary by client size, the imprecise nature of when they will be 
released frequently causes periods of extreme busyness followed by other periods  
of drawn-out inactivity for payer sales teams.

All payers interviewed acknowledged that there is high volatility in the sales cycle 
throughout the year and the level of frustration experienced by sales staff is a function 
of the distribution of their books of business and the tools and systems a payer has 
to effectively accommodate for those swings. Tools that allow payers to dampen that 
volatility by automating significant portions of the sales process stand to be better 
positioned to win new business and expand their market share by providing more 
consistent and higher quality bids for their clients, increasing the productivity of  
their sales teams. 

All payer executives interviewed unanimously agreed that speed to market for 
responding to RFPs and client bids isn’t a constraint. They expressed that RFPs 
and product quotes can get done in time; however, every payer interviewed also 
acknowledged that the quality of the RFP response can and often is impacted  
by the size of the RFP and the volume of RFPs under consideration at the time. 
Greater automation of the sales process would likely have a positive impact on  
the quality of RFP responses, especially for smaller payers that have historically  
done this manually and are operating in competitive markets. 

Because benefit consultants provide advisory services, such as modeling various  
benefit plan designs and evaluating bids from multiple payers for these groups,  
all payers expressed feelings of being forced to be reactive to whatever clients  
require in their RFPs. Payers that can process RFPs in ways that provide adequate  
responses to the RFP, but also include summaries of the key financial indicators  
and top of mind questions for all employers, can provide additional value both to  
the client and the benefits consultant. 

Employer and Broker Pressure to Quantify Value up Front
Through interviews with a cross-section of brokers and employers of various sizes, 
research indicates a decision-support deficit on the part of brokers and payers and an 
emerging consortium of disruptive companies developing employer-centric solutions 
that threaten traditional information platform disintermediation. Brokers are being asked 
to provide greater information and support to their small, mid and large groups that are 
increasingly concerned with controlling costs. Payers that are in a position to aid these 
employers and brokers with tools that model and demonstrate product ROIs and the  
value of different benefits options will be in a position to strengthen their broker and  
direct-to-employer sales pipelines.

 The tools referenced above are most applicable to the tailored and custom products, 
which are typically sold to the mid to large groups. All of the state and regional payers 
with significant books of business in the mid to large group space that Leavitt Partners 
interviewed expressed frustration with their existing tools to help those groups model 
various benefits plan design configurations and generate the accompanying compliance 
documents, like the ACA-required Summary of Benefits (SBC), which has been a 
challenge for payers. Having the capacity and willingness to model various benefit plan 
designs and their corresponding economic impacts can be a significant differentiator, 
especially to the extent that clients do not have access to those tools and calculators via 
their brokers or benefits consultants. Large national payers reported already having tools 
and systems capable of providing these services.

“ Our configurator  
tool is nothing more 
than a glorified Excel 
spreadsheet. It has 
some automated 
stuff in it, but it  
takes forever to get  
it done. It really does. 
It’s a nightmare.”

– REGIONAL PAYER

“ Our biggest challenge 
is getting the most 
accurate information 
into those systems and 
being able get it into a 
searchable, meaningful 
format as quickly as 
possible. I think it’s a 
major limitation in our 
industry.”

– NATIONAL PAYER
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Working from a Source of Truth Generates Downstream Benefits
The large national payers the firm interviewed reported having sophisticated systems in place that act as a source of truth; 
whereas state and regional payers typically did not. Payers recognize that architectural extensibility is critical to adapt 
and scale to meet dynamic employer, broker and individual needs. This extensibility reduces costs, removes complexity 
and eliminates manual steps that can often compromise providing the right plans at the right time, thus benefiting the 
downstream, tactical processes for closing a new sale or securing a renewal. 

Working from a source of truth, sales teams see a direct benefit with the empowerment of self-service plan configuration. 
Reps and brokers can more quickly and accurately customize and configure plans for their clients in real time – generate 
quotes, finalize the sale and kick off the downstream processes for enrollment and get fulfillment out the door. It also enables 
the interactions to become more consultative in nature, due to the confidence of having reliable data in real time. Plan 
configuration, working from a source of truth, provides a competitive edge in the marketplace as well as ensures compliance 
and higher quality data. 

With a holistic view of the data and the insight across the broader customer experience that having a source of truth can 
provide, payers can begin to capture a more complete picture of their customers. Interacting through data-driven benefit plan 
offerings enables payers to enhance their relationships with their clients – and this can relate to both group and individual 
markets. Focusing on providing the best available information to clients is in line with many payers’ goals of capturing 
a member for life, a customer for life. Modifying the relationship to include more information and insight at a time when 
consumers need it most will allow payers to leverage their historical relationships while continuing to evolve as the market 
changes for clients and individual customers.

With a ‘perfect storm’ of pain points driving change (see Exhibit III), payers acknowledged the need for a holistic end-to-end 
view of all systems and processes in the sales cycle, both within the enterprise and with external systems. Having the line of 
sight allows payers to see the data that’s required at the key inflection points and gain the ability to track it, manage it and 
use it. What the payer gains with this visibility leads directly back to the challenges taking on increased importance, that of 
prospecting and modeling. Payers can leverage these valuable insights in their customer-centric go-to-market approach.

E X H I B I T  I I I  –  ‘ P E R F E C T  S T O R M ’  O F  PA I N  P O I N T S  A R E  D R I V I N G  C H A N G E

Payers that are able to deliver timely, transparent information and services to employers up front – whether it’s a competitive 
RFP process or renewal – will be in a position to deepen their client relationships and capture greater market share. 
Sales systems and processes impact how responsive and proactive payers’ sales teams can be in terms of prospecting. 
Connections to multiple legacy systems, coupled with manual approval processes, limit the speed with which sales teams 
can deliver on requests and constrains their ability to effectively use the data they have for prospecting. 
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The right system configuration can improve data reliability, utility and reduce the burden of adhering to compliance 
requirements, while dramatically improving a sales teams’ ability to proactively respond to market demands. Dampening the 
volatility of sales cycles through greater automation can improve sales performance and quality. It also can lead to greater 
efficiency of the staff involved in the sales process. 

Conclusion
The health care system is currently emitting numerous change indicators due to myriad economic, industry and political 
pressures. Health reform laws are being implemented, delivery systems have started transforming, payment models are shifting, 
insurance distribution models are evolving, systems are combining and innovative products are emerging. Current market signals 
coupled with years of pent-up pressure suggest that while some changes have occurred, more are on the way, the likes of which 
threaten to dramatically alter the status quo. By observing and acting upon these change indicators, payers can prepare their 
organizations for the evolving environment and remain competitive as the market presents new opportunities.

The heart of the payer business model – its sales distribution and processes – is under siege. Consumer forces are pressing 
on payers because they must make a paradigm shift to add B2C proficiencies when they’ve predominantly focused on a B2B, 
or group sale, model. Selling to the individual market requires a different set of knowledge and skills, driven by unique service-
level agreements, social media and consumer expectations.

Compliance forces are coming from the government in an effort to establish health care transparency between payers, 
providers and consumers. Because these evolving ACA requirements are constant and unpredictable, payers need to look 
closely at their systems to ensure they are agile enough to handle new requirements in this dynamic environment.

Economic forces are prompting payers to assess their ability to compete and scale. Changing business models like private 
exchanges, increasing cost competition and the velocity of mergers and acquisitions are key drivers that put pressure on 
payers to maintain and increase margins.

Finally, technology forces are driving payers to find a balance between day-to-day operations and transformation. Payers are 
tasked with reducing operational costs to meet medical loss ratio (MLR) guidelines while answering the increasing demand 
for data transparency. Many payers are using aging technology stacks that can’t handle the influx of population and changing 
business models, prompting build, buy or partner decisions to stay competitive.

Economic, political and industry forces will continue to exert pressure and cause shifts in delivery systems, payment models, 
insurance distribution channels, systems and product innovation.

Change indicators suggest that payers must adapt to stay competitive, and these trends will only have an increased impact 
on how payers maintain and grow margins. 

Leavitt Partners research supports the view that there are key focus areas where payers can modernize their system 
functionality and position themselves better for future market needs. How insurance products are purchased and sold, the 
flexibility and adaptability of current systems, and the use of technology will only become more and more important as change 
indicators transform from historical reference points to the current market state.

About HighRoads
With more than 15 years’ experience in the benefits market, HighRoads is the industry leader in plan management and 
benefits compliance. Its patented SaaS-based technology streamlines dynamic data management, optimizes workflow and 
ensures regulatory compliance. For more information, visit HighRoads.com, become a fan on Facebook, a follower on Twitter 
(@HighRoadsHR), or read the Compliance Connection blog. 

About Leavitt Partners
Leavitt Partners is a health care intelligence business. The firm delivers collaborative, high-value intelligence that helps  
clients transition to new models of care. Through its member-based collaboration called Health Intelligence Partners™  
and direct services to clients, the consulting firm provides the best available window to the future of American health care.  
For inquiries about this report or Leavitt Partners please contact Jordana Choucair (jordana.choucair@leavittpartners.com), 
senior director of communications.
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