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VIRTUAL CONNECT
PRESENTED BY

An inside look at health
care insurance from a

disruptive company
SFBW presented a “Virtual Connect” feature with LevelFunded
Health CEO and founder Russ Carpel and COO Jermell Williams. Their
company is bringing a ﬁduciary approach to health care insurance as it
helps businesses save money. They offered strong opinions on what’s wrong
with the industry and the nation’s
health care system.
LevelFunded Health is a national,
tech-enabled commercial health insurance distribution platform focused on
middle-market employer groups. LFH
says it can save midmarket businesses
anywhere from $100,000 to more than
$2 million a year on health insurance
costs and works with over 60 A-rated national insurance carriers.
Carpel is a serial entrepreneur within
the insurance vertical and has started two
InsureTech platforms. Williams has over
10 years of experience in the employee
beneﬁts industry and has worked for major
insurance companies.
The webinar on Zoom was moderated
by SFBW Editor-in-Chief Kevin Gale.
The following highlights have been edited
for brevity.
WHAT LED YOU TO START
LEVELFUNDED?
Carpel: We started this business ﬁve
years ago. Predominantly, there’s very
little government oversight, actually zero
government oversight, into intermediaries.
When I mean intermediaries, people
who broker or intermediate commercial
health insurance products to businesses

of any size. Brokers or intermediaries
do not have to be held to a ﬁduciary
standard. They don’t have to present or
sell or promote products that may be
in the best interest of the employer and
its employees, which you would think
they would have to have given how
big the expenses is.
Health insurance is typically the
second-, third- or fourth-biggest line
expense for any business of any size.
So take a 200-person company, for example, that premium would typically be
about a million dollars a year between
what the employer plays and the employee pays.
What’s happened for decades and decades and decades is, brokers have presented programs and products that have
the highest premium because they don’t
have to do anything else. And I’m not
picking on every single broker in America, but a large percentage of them.
It’s left to be basically just the
Wild West. And what you have are
premiums that continue to skyrocket.
Brokers continue to push programs
on companies that yield the highest
premium because they don’t have to
act as a ﬁduciary and the higher the
premium, the higher the payout to the
intermediary, the broker, because they
work as a percentage of premium.
We started this because we saw an
opportunity where 80 to 90 percent of
the middle market was not being presented the products that were the most
suitable for them in any particular year.
They’re grossly overpaying for com-
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mercial health insurance by anywhere
from let’s say 10 to 40 percent, which
could equate to $100,000 to say $2 million that they’re leaving on the table
right now. We built some proprietary
software to scour the market.
JERMELL, TELL US ABOUT
WHAT ATTRACTED YOU TO
JOINING RUSS.
Williams: I’ve been in this space for
about 20 years, actually ran my own
ﬁrms, really successful organizations,
and grew extremely fast in the brokerage world in South Florida. I met Russ
and understood a lot about his successes with ForeverCar. Also, just seeing
somebody outside of this space, look
at our space a little bit differently. Ultimately, I believed in the vision. I felt
as though LevelFunded Health needed
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a player on their team that could bring a
lot of the technologies and so forth to the
platform. Also a lot of insider knowledge
on what brokers do, how they go to market. How, from a presentation standpoint
with a client, how we’re often inundated
to keep the conversation to a minimum,
to not show them the full scope of the
particular markets and what a client can
actually have.
We are fee-based, our fees don’t go
up. We make sure that we do what the
clients ask us to do year over year making sure that we protect them by keeping
their renewals very much mitigated and
under control.
IT SEEMS TO ME THERE’S A
REAL PARALLEL BETWEEN
WHAT YOU’RE DOING AND WHAT
WE’VE SEEN IN THE INVESTMENT
BROKERAGE BUSINESS.
A LOT OF PEOPLE IN THAT
FIELD HAVE TRADITIONALLY
BEEN COMPENSATED ON
HIGH-MARGIN PRODUCTS,
BUT CERTIFIED FINANCIAL
PLANNERS ARE FEE-BASED AND
HAVE YOUR BEST INTEREST AT
HEART.
Carpel: I think that’s really the point as
to why we started this ﬁrm and why we’re
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having so much success and why we’re
so passionate about what we do, because
we’re the ﬁrst to truly do that. I just wish
at a macro level that more intermediaries
or brokers in the beneﬁt brokerage arena
would take that same philosophy, but, unfortunately, most do not.
It’s really left to kind of a Wild West,
where the CFOs and the HR folks don’t
really know that this is even an issue.
Eighty to 90 percent of companies that
have 500 or fewer on a medical beneﬁt
program are on are what’s called a fully
insured structure. That’s just a traditional
commercial group health policy. However,
90 percent of employers that have 1,000
or more employees are on what’s known
as a self-funded beneﬁt program. Two
thirds of the middle market should be on
a version of self-funding. And because of
the market dislocation like that, you’re basically talking about billions and billions
in excess going to fully insured carriers’
top line.
Williams: But imagine if you go and
you do your business with your brokerage ﬁrm and they meet you year one, and
that’s where majority of the work is done.
Then imagine year two, where your broker
says your renewal got a little bit high. Let’s
move some deductibles, which is maybe
moving about two or three numbers and
moving it up $500 increments or thousand
increments at a time. In some instances,
you eat that ﬁve or 10 percent increase,
and what if I told you your broker gets a

bonus every time that happens? So, imagine you had a broker for three to ﬁve years.
Your renewals have been ﬁve or six points
every year, year over year, and your broker has made more money. Then also at
the end of the day, these brokerage ﬁrms
also receive a business override, which is
a bonus. Let’s say year over year, I renew
with Blue Cross Blue Shield, a six-point
renewal every year. I’m getting a bonus
even though I’m doing less work. And
then essentially I collect an override now
that I’m at year two and three. My book
of business has grown and the override
for my book of business is almost $2
million or $3 million at a small brokerage ﬁrm. How would it behoove me to
move business from Blue Cross Blue
Shield to Cigna?
WHAT SIZE COMPANIES YOU
CAN HANDLE?
Carpel: We focus on companies, I
would say that have anywhere from, let’s
say, 50 people on the plan on the very low

ABOUT VIRTUAL CONNECT
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created to bring together subject matter
experts behind the ever-changing COVID-19
conversation.
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to network with the area’s business elite,
generate new business opportunities and
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For information about event
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end up to a couple thousand. We could go
bigger, we could go smaller, but that tends
to be kind of a sweet spot.
SO, YOU COME INTO AN
EMPLOYER. I’M SURE THERE’S
SOME DISCUSSION. AND I
THINK YOU GUYS LOOK AT
CLAIMS HISTORY. IF I HAVE
A WORKFORCE THAT HAS
REALLY HIGHER THAN AVERAGE
CLAIMS, ARE YOU STILL ABLE TO
HANDLE THEM?
Williams: If you’re performing badly in your medical and your reimbursements at certain levels to providers, there
are reasons why that’s happening. So, a
lot of times it’s a matter of taking a look
and diagnosing the client. We can mitigate
in all situations. If you have a small HR
team, and your workers comp is performing pretty bad, then that may be a client
that we’ll use our PEO partnerships and
put you in that, but ultimately monitor that
situation and see also when we can pull
you out of the PEO and put you in some
of the products that can save you millions.
I wouldn’t say that there’s a wrong client
for us at all.
SO, THE NAME OF YOUR
COMPANY LEVELFUNDED
ALSO REFERS TO A BROADER
INDUSTRY TERM?
Carpel: Level funding is just immersion of self-funding that strips out the
cash ﬂow volatility that would otherwise
be there with a traditional self-funded
approach. When we started the ﬁrm, we
knew that level funding was going to continue to get a lot of traction. However, it is
just one of the many different things that
we do and it is not a one size ﬁt all for every company.
LET’S STEP BACK A BIT AND
TAKE A BROADER LOOK OF
WHERE WE’RE AT IN HEALTH
CARE. ANY SORT OF CHANGES
THAT YOU WOULD LIKE TO
SEE?
Williams: I would like to see on a national level where hospitals release costs—
what they deem is considered usual and
customary in their areas where we’re all
able to see it. A lot of people don’t know

if I go and get an MRI, let’s say, at my
local hospital that’s been around for
almost 50-60 years, they may charge
me $500 for the MRI. But you know,
I go to a brand-name hospital, a lot of
people don’t know that they are actually a teaching hospital, which means
that the person that’s sitting with you
can possibly be within the residency
two or three years versus the physician who’s running the machines at
the other hospital I spoke of which can
be eight years of experience. They’re
charging almost sometimes because of
their brand name three to four times
the amount of what that actual service
would cost. And I’m talking about and
upwards of, to be literal, sometimes
1,800, 1,900 percent above what a
Medicare patient would pay.
It’s really an urgent event at that point
in time, where as a consumer, you don’t
know the price. Yet you know what
you’ll pay. They tell you what your deductible is and you’re out the door. But
all of us as employers on the phone here
today, what we care about is the bottom
line price. You usually don’t know that
until you receive the bill.
I KNOW PRESIDENT TRUMP
SAID HE WANTED TO HAVE
MORE TRANSPARENCY IN
PRICING.
Carpel: Late Q4, there was a lot of
buzz around President Trump’s initiatives
and thought process around transparency
of costs for providers and it can be hospital and outpatient, physician, whatever. I
do think that’s a good thing and the right
step in the right direction. However, my
opinion on this whole industry is, there
are backroom deals, there are excess
layers of fat in terms of the number of
people that touch certain things. It is deﬁnitely nothing close to a free market. It is
a crony, crony, crony, crony health care
system littered with backroom deals on
everything.
A lot of people are saying, hey, well,
I want socialistic medicine just like happens in other countries, and it’s a fair debate. I don’t necessarily personally agree
with it, but I understand where people are
coming from. I’m all about liberty, freedom and free markets. And I don’t nec-

essarily like how you have what they call
a payer, which is this network or this third
party and or insurance companies, sometimes they’re one of the same, are in a
backroom deal, let’s say, with a hospital on
the front end, deciding what these prices
should be for a particular service. To me,
that is backward to how the free market is
supposed to work. It should be you have
some layer of insurance in these—again,
this is my personal opinion—outlaw networks, PBMs [pharmacy beneﬁts managers], HMOs, ACOs [accountable care
organizations], whatever it may be. If you
outlawed all these networks and all these
backroom deals, you let the consumer engage directly with hospitals.
And now to Trump’s point, let’s keep
it transparent. Now they’re out there with
full transparency, shopping for doctors and
hospitals and facilities. So instead of the
MRI being ﬁve grand or 10 grand, what
will the market bear, maybe $300 for that
service, right? So I’ve talked to a number
of doctors and hospitals about the concept.
And in theory, they’re like, “Oh, yeah, it’d
be great for the consumer, a cost will come
down by 90 percent, but I don’t want to
be a doctor anymore. I don’t want to go
to medical school and take out $500,000
worth of loans, and buy medical malpractice insurance and everything else
that comes along with it.”
What I just laid out is a path to actually reduce costs, just because if the payer
switches from Blue Cross to Uncle Sam,
doesn’t mean your costs are going to come
down. If anything, you might be in more
of a black hole than you were ever before,
because now you have zero transparency.
Now, it’s the one payer, which is the
government, with the hospitals and everything else, is just a black hole. And
now our taxes all of a sudden are 40,
50, 60, 70 percent, and there’s no end in
sight and the only one really winning is
the government and the health care providers, right?
So, I think what we need to focus on
as business people and try to inﬂuence
politicians or whatever we can do—even
it’s just our own little microcosm of our
own employee population—is looking
at health care costs. Everything else is
bogus. Everything else is really the tail
wagging the dog. ♦
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