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Disclosures & Learning Objectives:

Disclosures:  None

Objectives:

Å Describe the policy drivers for reform, including elements of an 

ñenvironmental scanò of population health, disease burden, challenges 

in quality and safety, and the macroeconomics of healthcare

Å Describe the intent for improving health, care access, and value in 

reform strategies generally and as articulated in the Patient Protection 

& Affordable Care Act

Å Describe the concept of ñaccountable careò and how that is likely to 

affect physician practice, the role of information technology, and the 

structure of healthcare delivery in the decade ahead

Å Use this information to contemplate implications for Veterans & Military  

health services, Federal healthcare delivery systems, and patients with 

spinal cord injury, multiple sclerosis and other diseases served by PVA



Thesis:  A New Value Paradigm

1. Health reform is inseparable from payment reform 
Á Reform is not just a Federal agenda

2. Economic pressures will accelerate movement from 
άŦŜŜ-for-ǎŜǊǾƛŎŜέ όCC{ύ ǘƻ άŦŜŜ-for-ǾŀƭǳŜέ όCC±ύ

3. FFV creates accountability for measured performance

4. Accountability for measured performance will be 
longitudinal across sites (silos) and episodes-of-care,  
and reinforced by at-risk payment mechanisms like 
άōǳƴŘƭƛƴƎέ  ϧ άŀŎŎƻǳƴǘŀōƭŜ ŎŀǊŜ όƻǊƎŀƴƛȊŀǘƛƻƴǎύέ

5. LƴŦƻǊƳŀǘƛƻƴ ƛǎ ƴŜŎŜǎǎŀǊȅ ŦƻǊ ǇǊƻǾƛŘƛƴƎ άǎȅǎǘŜƳǎ-of-
ŎŀǊŜΣέ ƳŜŀǎǳǊƛƴƎ ŀƴŘ ǇǊƻǾƛƴƎ ǇŜǊŦƻǊƳŀƴŎŜ



Overview:

1. Begging Reform

1. Calling the question on Value

2. Scoping the problem for the U.S.

Å Health, Care and Cost

2. The Reform Agenda

1. Here and Now

2. Whatôs Coming

3. Role of Information

3. Bridging Todayôs Realities & Tomorrowôs Requirements 

=Value = Quality
Cost

Performance
Resources



Calling the Question:  Performance in Healthcare

Have you ever lost a bag while traveling by air?
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ÅAirline Safety: > 99.999999

Frequency of Failures Occurring

ÅAirline Baggage Handling:  > 99.999

ÅB-Blocker p MI:  ~99%

ÅPatient Immunization:  55 ï94%

Comparing Safety & Quality in Healthcare & Aviation

ÅHand Hygiene:  3 ï40%  (37% overall)

Ű 0ů 1Ű 2Ű 3 Ű 4 Ű 5 Ű 6 Ű

DPMO 933K 691K          309K         66.8K             6.2K                            233                                 3.4

%         7         31             69             93.3                99.4                            99.98                  99.99



Å ñ98,000 Hospital 
Patients Die Yearly 
Because of Adverse 
Eventsò       
ï (IOM, 1999)

Inadequate Safety

ÅOne-in-three hospitalized patients experience adverse 

event;  38% medication-related.

ïClassen D, Resar R et. al., Health Affairs  2011;30(4):581-9.



Å ñ98,000 Hospital 
Patients Die Yearly 
Because of Adverse 
Eventsò       
ï (IOM, 1999)

Å ñVirtually Every Patient 
Experiences a Gap 
Between the Best 
Evidence and the Care 
They Receiveò      
ï (IOM, 2001)

Inadequate Quality, Safety, Reliability 

Example 1 ðòUnderuseóMcGlynn et al, Health Affairs

- Low Reliability at Provider Level

- Individuals & Institutions

- Low Reliability at ñSystemò Level

-A ñnon-systemò



Q:  What do you 

call someone 

without a stent in 

Elyria, Ohio ?

A:  A Visitor !

ñSmall Area Variationò

Example 2 ïOveruse



Practice Variation & Cost of Care





The Relationship Between Quality and 

Medicare Spending, by State, 2004
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Spending (Dollars)

Composite Measure of Quality of Care

Source: Data ïJencks et al., CMS & AHRQ.  Slide published by CBO / Peter Orszag



Value in Health Care . . . 

Summary Points:

1) We have some problems with value

Å Little relationship between cost & performance or outcome

Å Overuse, underuse, misuse, safety . . .

=Value = Quality
Cost

Performance
Resources
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Doubling of Age > 65

Quadrupling of Age > 85
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Source: U.S. Census Bureau, U.S. Interim Projections by 

Age, Sex, Race and Hispanic Origin (March 2004).

56 75

Longevity in the United States



(Preventable) Causes of Premature Mortality 

Estimate Deaths in 

U.S.

Proportion of Total Behavioral/ 

Environmental

Tobacco 400,000 38% Õ

Diet / Activity 300,000 28% Õ

Alcohol 100,000 10% Õ

Infectious 90,000 8% Immunization

Toxic 60,000 6% Õ

Firearms 35,000 4% Õ

Sexual Behavior 30,000 2% Õ

MVA 25,000 2% Õ

Illicit Drugs 20,000 1% Õ

McGinnis, Foege, JAMA. 1993;270(18):2207-12



Source: CDC Behavioral Risk Factor Surveillance System.

Obesity Trends* Among U.S. Adults
BRFSS, 1985

(*BMI Ó30, or ~ 30 lbs. overweight for 5ô 4ò person)

No Data           <10%          10%ð14%



Source: CDC Behavioral Risk Factor Surveillance System.

Obesity Trends* Among U.S. Adults
BRFSS, 1990

(*BMI Ó30, or ~ 30 lbs. overweight for 5ô 4ò person)

No Data           <10%          10%ð14%



Source: CDC Behavioral Risk Factor Surveillance System.

Obesity Trends* Among U.S. Adults
BRFSS, 1995

(*BMI Ó30, or ~ 30 lbs. overweight for 5ô 4ò person)

No Data           <10%          10%ð14%             15%ð19% 



Source: CDC Behavioral Risk Factor Surveillance System.

Obesity Trends* Among U.S. Adults
BRFSS, 2000

(*BMI Ó30, or ~ 30 lbs. overweight for 5ô 4ò person)

No Data          <10%           10%ð14%             15%ð19%          Ó20%



Source: Behavioral Risk Factor Surveillance System, CDC.

Obesity Trends* Among U.S. Adults
BRFSS, 2005

(*BMI Ó30, or ~ 30 lbs. overweight for 5ô 4ò person)

No Data          <10%           10%ð14%            15%ð19%            20%ð24%           25%ð29%            Ó30%



Source: Behavioral Risk Factor Surveillance System, CDC.

Obesity Trends* Among U.S. Adults
BRFSS, 2008

(*BMI Ó30, or ~ 30 lbs. overweight for 5ô 4ò person)

No Data          <10%           10%ð14%            15%ð19%            20%ð24%           25%ð29%            Ó30%

ñ Overweight & obesity 

affect 64% of adults & 

54% Military. ò

- SG, USPHS

ñ 21% Children ages 2-

19 are obese . . . 1 in 3 

Children born since 

2000 will develop Type 2 

Diabetes over lifetimeò

- CDC, 2008



Health Consequences of Obesity

Å Endocrine: Diabetes, Lipid Management

Å Cardiovascular: Coronary Artery Disease, Heart Failure, Peripheral 

Vascular Disease (Amputations, By-Pass grafts), Hypertension

Å Neuro: Stroke

Å Ophthalmologic: Retinal Proliferative Disease

Å GI: Bariatric Surgery, Fatty Liver Disease, Steatohepatitis (complications to 

liver disease, pancreatic disease)

Å GU: Male: ED Female: Fertility, Polycystic Ovary Disease

Å Orthopedic: Arthritis, Hip & Knee Prosthetics, Spinal Disease

Å Preventive Services: Exercise, Nutrition, Weight Management

Å Pulmonary: Obstructive Sleep Apnea, Complications to asthma, COPD

Å Psychosocial: Depression

Å Infectious Disease: Skin Disease, Complex infection in Diabetes, H1N1 Flu

Å Other: Complex surgical / anesthetic management, Cancer (Thyroid, Upper 

GI, colon, pancreas, liver, GB, kidney, uterine, & post-menopausal breast)



The latrogenic Epidemic. . .     

The Epidemic of HAIôs Results in . . .

Å1.7 ï1.9 million infections in U.S. hospitals

ÅMost (>1.3 million) were outside of ICUs

Å9.3 infections per 1,000 patient-days

Å4.5 per 100 admissions (Roughly 1 in 20 !!!)

Å99,000 deaths associated with infections

Å36,000 ïpneumonia

Å31,000 ïbloodstream infections

Å19,000 ïDue to MRSA

ÅMortality:  99,000 > AIDS + MVA + Breast CA combined!

Å~ $20 Billion avoidable cost!

Klevens, Edwards, Richards, et al. Pub Health Rep 2007;122:160-6
Updated 3/11 c.f., Frieden et al, CDC, 

~80,000

~80,000



Leading Causes of Mortality in the United States

Rank Cause Number 

20 Year

Trend 

1 Diseases of heart 652,486 Ď

2 Malignant neoplasms (cancer) 553,888 Ď

3 Cerebrovascular diseases 150,074 Ď

4 Chronic lower respiratory diseases 121,987 č

5 Unintentional injuries 112,012 ė

6 Diabetes mellitus 73,138 č

7 Alzheimer's disease 65,965 č

8 Influenza and pneumonia 59,664 Ď

9 Nephritis, nephrotic syndrome, and nephrosis 42,480 č

Hospital 

Acquired 

Infections (80K)

Hospital 

Adverse 

Events (98K)

Both:

177,000



1-in-5 Medicare Patients Rehospitalized in 30 Days

Jencks S et al. N Engl J Med 2009;360:1418-1428

50.2% of patients 

had NO outpatient 

follow-up within 30 

days of hospital 

discharge



The Triple Threat to Continuity: Un-, Under- and Discontinuous Insurance

(Uninsured Rates High Among Adults with Low and Moderate Incomes, 2001ï2005)
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Note: Income refers to annual income. In 2001 and 2003, low income is <$20,000, moderate income

is $20,000ï$34,999, middle income is $35,000ï$59,999, and high income is $60,000 or more. In 2005,

low income is <$20,000, moderate income is $20,000ï$39,999, middle income is $40,000ï$59,999,

and high income is $60,000 or more. 

Source: The Commonwealth Fund Biennial Health Insurance Surveys (2001, 2003, and 2005).
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Among those w/o insurance ñnowò:

Å49% individuals work full-time

Å67% families have FT worker 



Federal Revenues & Expenditures as Percent GDP

}

}

Total Health Spend

(Fed + Private)

Percent of GDP

2009 $2.5T 17.3%

2019 $4.6T 19.6%



Medicare Trustees Report of August 5, 2010



Medicare Trustees:  Alternative Scenario

Å For example:  Sustainable Growth Rate anticipated physicians receiving a 23% Medicare payment 

cut 12/1/10, a 6.5% cut 1/1/11, and 2.9% cut 1/1/12. . .   Likely???  



Debt Crisis has óSucked the Oxygenô from the Room 



Debt Ceiling Deal: Overview of ñBCAò

Å The Budget Control Act of 2011 enacted August 2 increases the debt 

ceiling by at least $2.1 trillion. It also provides for deficit reduction of $2.1 

trillion to $2.4 trillion over the next 10 years by:

ïEstablishing discretionary spending caps.

ïCreating a bipartisan Congressional ñSuper Committee,ò which has 

been charged with proposing another $1.5 trillion in debt reduction.

Å The Super Committee may consider and act upon any federal spending 

and revenue policies (including cuts to entitlement programs such as 

Medicare and Medicaid.)

Å Automatic cuts (split 50/50 between defense and non-defense) will take 

effect in 2013 if the Super Committeeôs plan is not enacted OR fails to 

achieve at least $1.2 trillion in deficit reduction. This is the ñsequestrationò 

mechanism.

ïKey mandatory safety net programs, such as Medicaid, would be 

exempt from automatic cuts, as they have been in past.

ïMedicare, by contrast, would be at risk.



Debt Ceiling Deal: Potential Impact 

On Medicaid:

ïNot included in initial round of discretionary spending cuts

ïAt risk in deliberations of Super Committee (Provider taxes)

ïAlready targeted for deep budget cuts in the House-passed budget 

legislation

ïNOTE:  42 of 50 states have budget deficits and approximately one-in-

three are insolvent

On Medicare:

ïAt risk in deliberations of Super Committee

ïSubject to some automatic cuts ïup to a 2% reduction in payments to 

Medicare providers ïif the Super Committee cannot reach agreement
Å~93,000 fewer health workers in 2013, 194,000 fewer in 2021 (AHA/TrippUmbach)



óEverything is on the tableô

Super Committee = Six Democrats + Six Republicans

Split evenly between House and Senate

Sweeping authority to pursue debt reduction mandate



óSuper Committeeô Timeline

A December 23 vote on the plan would be up-or-down, with no 

amendments allowed.



Is Healthcare Unassailable on Performance? 

Å Information Gap:

ï 12% of physician orders are 
not executed as written 1

ï 1 in 7 hospitalizations occur 
because previous records not 
available 1

ïOver 20% of laboratory tests 
are requested because 
previous studies are not 
accessible 1

ï 1  in 6.5 hospitalizations 
complicated by drug error 2

Å1 in 20 outpatient 
prescriptions 2

(1) PITAC (Presidentôs Information Technology Advisory Committee, 
2004); some estimates are as high as 49% (2010)!

(2) Bates & Leape, multiple references

Å Effectiveness Gap:

ïSafety Gap:
Å 1 in 3 patients experience adverse events 3

Å 80,000 Americans die from healthcare 
infections 4

ïQuality Gap: 
Å Virtually every patient experiences  a gap in 

care from best evidence / most effective

Å Value Gap:

ï31% Waste Estimated 5

Å 10% Administrative Inefficiencies

Å 10% Safety, Quality (Misuse, Overuse, 
Underuse)

(3)  Classen, Health Affairs,. 2011

(4)  Frieden, CDC, 2011

(5) Woolhandler, P. OôNeill, RAND



Environmental Scan: 

Summary Points:

2.  Population health is declining due to aging, chronic disease

Á More continuity care required . . . Potential shortage of health care workers

Á U.S. workforce & competitiveness compromised due to poor health

3. Health care delivery is increasingly decentralized, 

exacerbating information / continuity challenges

Á Infrastructure for public health emergencies inadequate

4. Costs of health care unsustainable for government, 

businesses & individuals

Á Over one-quarter without continuous insurance; even more ñunder-insuredò

5. Performance gaps call the question of value  [Quality / Cost]                        

and havenõt improved with current incentives . . .



So, How is our Value Measured?

ÅHealthcare long held itself as different from other 

industries ïñYou canôt measure qualityò

ïUntil recently, no performance measurement, minimal 

relationship between clinical & financial performance
ïBottom Line:  Volume Ÿ Revenue

ÅIncentive:  ñThe More You Do, the Better You Doò

ÅQuality traditionally assessed by proxies for 

outcomes, relying heavily on structural measures:
ïHospitals:  Accreditation

ïPhysicians:  Licensure, Board Certification, Continuing Education 
(CME), Credentialing & Privileging, Peer Review

ïNurses / Other Health Professionals:  Licensure, Continuing Ed.



How many psychiatrists 

does it take to change a 

light bulb?



How many psychiatrists 

does it take to change a 

light bulb?

Just one, but the light bulb 

has to want to change!



Overview:

1. Begging Reform

1. Calling the question on Value

2. Scoping the problem for the U.S.

Å Health, Care and Cost

2. The Reform Agenda

1. Here and Now

2. Whatôs Coming

3. Role of Information

3. Bridging Todayôs Realities & Tomorrowôs Requirements 



Value-Based Healthcare:  Changing the Incentives for Quality

Value  =   
QUALITY  

COST

Å -

1)  Value Based Insurance Design (& Purchasing)

ïProven provider value for inclusion in networks (commercial payers, ACOôs)

ï Employers buying outcomes, not just units-of-services, from Preferred 

Networks  (n.b., network narrowing occurring fast)

ïConsumers also more motivated (CDHP, co-pay & deductible risk)

ï The New Bottom Line (1) :

Performance Ÿ Volume (Access to Preferred Networks) Ÿ Revenue

Å Incentive: ñThe Better You Do, Better Volume Growth, The Better You Do

2)  Performance-Based Reimbursement (Pay-for-Performance ïñP4Pò)

ïReimbursement for successful outcome or evidence-based process (Medicare)

ï The New Bottom Line (2) :  Performance Ÿ Revenue

Å Incentive: ñThe Better You Do, The Better You Doò

3)  No Reimbursement for Serious Preventable Adverse Events



Concentration of Total Annual Medicare 

Expenditures Among Beneficiaries, 2001
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Where Will the Focus Be - - Suttonõs Law!

10%

62%



CMS ñValue-Based Purchasingò Begins Now
Reform Begins By Orienting FFS Toward Value

ÅAffordable Care Act, Section 3001 establishing hospital ñvalue-

based purchasing,ò effective 10/1/2012    (not intent ïlaw!)

Å Hospital Inpatient Quality Reporting Program (HIQRP)Measures

ï Acute Myocardial Infarction

ïHeart Failure

ï Pneumonia

ï Surgical Care Improvement Project

ï Healthcare-associated Infections

ï HCAHPS

Å Measures for FY 2014 and after

ï Efficiency measures (e.g., ED throughput)

ï Medicare spending per beneficiary

ïOther Hospital Acquired Conditions

Å2013 = 1.0%

Å2014 = 1.25%

Å2015 = 1.5%

Å2016 = 1.75%

Å2017 & on = 2.0%

Percent of Payment at Risk for

Performance Below Threshold

By 2015, 9% of hospital & 11% for physician Medicare 

reimbursement will ñbe in play,ò based on ñvalueò



Federal Fiscal Year

Hospital Acquired Conditions (1%)

1.00%

EHR Meaningful Use (3%)

3.00%

2.00%

Hospital Readmissions (1-3%; Phased in over 3 Years)

1.00% 2.00% 3.00%

2017 2018 2019

Hospital Value-Based Purchasing (1-2%; Phased in over 4 Years)
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program 

By 10/1/14, 9% hospital & 

11% MD revenues at risk 

based on performance

Incremental phase-in of 

reimbursement 

changes by year

Phasing in of Value-Based Purchasing



Transparency in Performance:  HHS Hospital Compare
Results are Very Public and Used by Employers & Commercial Insurers

http://www.hospitalcompare.hhs.gov

Coming Soon:  HHS Physician Compare !!!

http://www.hospitalcompare.hhs.gov/


What are the Alternatives to Transparency?

Credibility:  Measured, Not Advertised



UnitedHealthcareôs Ingenix® Database of 30 Million Covered Lives ï

A ñHow toò for Value-Based Purchasing

Higher Quality

Lower Cost

Higher Quality

Higher Cost

Lower Quality

Lower Cost

Lower Quality

Higher Cost

ñBetterò

ñWorseò



Payer Approaches: Changing Physician Behaviors

UnitedHealthcare EDGE *

Assumptions: 

ÅPlace of service: Physicianôs Office

ÅThree employees of Company XYZ require outpatient orthopedic surgery

ïCoverage based on Balanced Value ï30/1000/80% Plan Y3D

Helen: 

Seeks Premium 

designated 

specialty care

Jack: 

Seeks in-network, 

non-Premium 

designated 

specialty care

Henry: 

Seeks out-of-

network specialty 

care

Initial Office Visit

Orthopedic Surgeon Consulting Office 

Visit
$30 copay $60 copay 50% after annual deductible

Outpatient Lab, X-ray and Diagnostics 80% after annual deductible 80% after annual deductible 50% after annual deductible

Outpatient Surgery Procedure

Physician Office Visit $30 copay $60 copay 50% after annual deductible

Orthopedic Surgeon Fees (Includes 

surgeonôs fees and associated radiologist, 

anesthesiologist, pathologist, and lab 

providers)

80% after $250 per occurrence deductible 

and annual deductible

60% after $250 per occurrence deductible 

and annual deductible

50% after $250 per occurrence deductible 

and annual deductible

Follow-up Office Visit

Follow-up Orthopedic Surgeon Office 

Visit
Included in global surgical fee Included in global surgical fee Included in global surgical fee

*Based on eligible expenses



Commercial Payers:  Value-Based Purchasing & ñAccountable Careò

Å Value-Based Purchasing (VBP) ïBuying Outcomes, not Units-of-Service

ï Systematic purchase of best measured performance at lowest cost (value)

ï Employers

Å Highly motivated to reduce health costs due to financial stress

ï Insurers

Å Consolidation Ÿ Extraordinary Leverage (Blues 98M, UNH >27M Covered Lives), but . . 

Å Mandatory 80% ñMedical Loss Ratioò resulting in risk shifting (to Medicaid, Medicare, Public Plan)

Å Profiling Performance for Value

ñTier and Steerò - Differential Co-Pay for Beneficiaries based on provider choices

ïE.G., 10% for Tier 1, 20% for Tier 2, 30% for Tier 3

Network Narrowing -Lower premiums based on excluding ñpoor performersò

ÅCenters-of-Excellence & Preferred Providers based on performance

ïñDropping lowest performing third of providers can reduce premium by 14%ò

Å Progressive Sharing of Financial Risk with Providers (ñAccountable Careò)

Å Episodes-of-Illness ( or ñbundleò of services, often acute + rehab )

Å Condition Management ( e.g., heart failure )

Å Medical Home

Å Accountable Care Organization

Å Global Risk



ñMedical Homeò and Clinical Episode Risk Models

(Commercial Insurers Piloting in 44 States ïPreceding CMS)

- ñPrimary Careò Provider

- High Utilization Clinical Cohorts

- Managing Episodes-of-Illness

- Shopping for Specialty Services

ñFor

Better,

Not 

Worseò



PPACA:  Linking Delivery & Payment Reform
*

*  Courtesy of C. McFadden, Health Evolution Partners


