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DIRECTOR’S STATEMENT

As rising health care costs threaten to bankrupt the
country, MONEY & MEDICINE investigates the dangers
the nation faces from runaway health care spending as
well as the dangers patients face from over-diagnosis and
over-treatment. In addition to illuminating the so-called
waste and overtreatment that pervade our medical system,
MONEY & MEDICINE explores promising ways to reduce
health care expenditures and improve the overall quality of
medical care.

Although reducing health care spending without
compromising the quality or accessibility of medical care
is much more easily said than done, we’ve adopted an
approach that allows us to address this pressing medical,
ethical, and financial challenge. We filmed MONEY &
MEDICINE at two world-renowned hospitals - UCLA
Medical Center in Los Angeles and Intermountain Medical
Center in Utah. The dramatic doctor/patient stories that
we were able to capture at these two hospitals illustrate
the powerful forces driving excessive medical care as well
as proven strategies that can reduce unnecessary medical
spending, such as improving the coordination of patient
care, facilitating shared patient decision-making, and
practicing evidence-based medicine.

At both hospitals we capture the painful end-of-life
treatment choices made by patients and their families,
ranging from very aggressive interventions in the ICU

to palliative care at home. We also investigate the
controversy surrounding diagnostic testing and screening
as well as the shocking treatment variations among

DIRECTOR’S STATEMENT
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patients receiving a variety of elective procedures.

Beyond the broad policy implications of the film, MONEY
AND MEDICINE may also prompt viewers to alter some

of their own behaviors whether it's executing an advance
directive, thinking twice about that seemingly benign
screening test, or learning more about the risks, benefits,
and possible outcomes of elective procedures. Simply put,
we hope the film will encourage viewers to question the
pervasive more-is-better attitude about medical care.

Many of my previous PBS productions have taken viewers
inside our nation’s health care system, including SOUND
AND FURY, WHAT'S AILING MEDICINE, OUR CHILDREN
AT RISK, BORDERLINE MEDICINE, WHO LIVES-WHO
DIES, CAN'T AFFORD TO GROW OLD, and HEALTH
CARE ON THE CRITICAL LIST. My most recent PBS
health care documentary on the struggles of the uninsured,
CRITICAL CONDITION, aired during the last major health
care reform debate in 2008 and 2009. Now, as the focus of
health care reform shifts from the access crisis to the cost
crisis, we hope that our new film, MONEY AND MEDICINE
will build on our three-decade body of work, putting a
human face on one of the greatest challenges facing
American medicine.

ROGER WEISBERG

Producer/Director, Money & Medicine
President, Public Policy Productions




BACKGROUND ON THE
ISSUES ADDRESSED IN
MONEY & MEDICINE

HEALTH CARE COSTS

Health Care Spending in America: Past and Present
In 2009, the U.S. spent a staggering $2.5 trillion on health

care, an average of $8,086 per person, representing 16.3%
of GDP." Even more alarming is the rate at which health
care spending has grown over the past four decades. Since
1970, spending on health care has grown at an average
annual rate of 9.8%, significantly faster than the economy
as a whole.? Unless the rate of growth is dramatically
reduced, within the next few decades the cost of health
care will become an overwhelming financial burden on
individuals, employers, and the federal government.

The following graphics are from the Center for American
Progress: www.americanprogress.org/issues/2012/07/
health_costs_infographic.html

CRITICAL CONDITION: WHY AMERICA MUST ADDRESS RISING HEALTH CARE COSTS

] We spend 2.5 times more than other countries on health care,
but don’t have the highest life expectancy

W Health care spending per person, 2010 m Life expectancy, 2010

United 58,233

States 78.7 years
80.8 years
815 years
80.6 years

83 years

75.5 years

*Or nearest year with data available.
Source: OECD Health Data, 2012

hrough 2019: The Recession’s Impact
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*Prajected for 2012
Sources: L.5. Department of Commerce, Centers for Medicare & Medicaid Services

CRITICAL CONDITION: WHY AMERICA MUST ADDRESS RISING HEALTH CARE COSTS

I The growth rate of health care spending far exceeds how fast our
national economy and average wages are growing
Percentage of cumulative, real, per capita growth in national health expenditures,
gross domestic product, and real wages

National health expenditures

Gross domestic product

1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010

Source: McKinsey, "Accounting for the cost of .5, Health care” 2011)




BACKGROUND

Where does the money come from and how is it spent?

- 32% of health care spending is paid out of private
health insurance policies, 35% through Medicare
and Medicaid, and the remaining 33% by various
third parties and by patients out-of-pocket.?

- Hospital care (31%) and physician/clinical services
(21%) account for over half of all health care
spending.*

- The largest share of health care spending is
devoted to treatment for Americans over the age of
65—3$14,797 per capita in 2004. This figure is 5.6
times higher than health care spending per child
and 3.3 times higher than health care spending per
working-age adult.’

- In 2004, almost half (49%) of health care spending
was devoted to treatment for only 5% of the
population.®

- In 2004, almost a quarter (22.5%) of health care
spending went towards treating the 1% of the
population that accrued over $39,688 in medical
expenses.

The shocking truth about health care costs
- 1/2 of all personal bankruptcies in the United States

are due, at least in part, to health care expenses.
3/4 of such bankruptcies are filed by people who
have some form of health insurance.”

- The average elderly couple is likely to accrue
$300,000 in health care costs not covered by
Medicare.

- On average, health insurance premiums have
increased 131% in the last ten years.

- Approximately 1/3 of medical spending each
year in the U.S. can be attributed to unnecessary
treatment.®

3 Katherine B. Wilson, “Health Care Costs 101,” California Health

care Foundation, May 2011. Available at: http://www.chcf.org/
publications/2011/05/health-care-costs-101

4 Kaiser Family Foundation, “U.S. Health Care Costs: Background Brief,”

5 Center for Medicare and Medicaid Services, “ National Health Ex-
penditures by Age,” August 23 2011. Available at: http://www.cms.
gov/NationalHealthExpendData/04_NationalHealthAccountsAgePHC.
asp#TopOfPage

6 Kaiser, “Health Care Costs: Key Information on Health Care Costs and
Their Impact,”

7 Himmelstein, D, E. Warren, D. Thorne, and S. Woolhander, “Illness and
Injury as Contributors to Bankruptcy,” Health Affairs Web Exclusive W5-63,
02 February , 2005.

8 Roni Caryn Rabin. “Doctor Panels Recommend Fewer Tests for Pa-
tients,” New York Times, April 4, 2012. Available at: http://www.nytimes.
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Future Projections
- By 2020, Americans are expected to spend $4.64

trillion per year on health care—19.8% of projected
GDP.

- Of that $4.64 trillion, almost half (49%) will be paid
by the government largely as a result of more
Americans enrolling in Medicare and Medicaid.®

- By contrast, the proportion of health care spending
contributed by private employers is expected to
decline from 20% in 2014 to 18% in 2020.

- The Affordable Care Act, which will expand
coverage to nearly 30 million uninsured
Americans, is expected to have a minimal impact
on the growth of spending.™®

Health spending in the U.S. surpasses that of other
developed countries.

- Since the 1970s, health spending globally has
risen faster than overall economic growth. The
United States leads this trend.

- Though richer countries tend to spend more on
health care than poorer countries, the United
States is an outlier, spending more per capita
any other developed country. ' In 2002, Can
spent just over half as much per person o

o 0 12

a o) d A[S

com/2012/04/04/health/doctor-panels-urge-fewer-routine-te

nited ate

r=1&emc=tnt&tntemailO=y.
9 CBO, NHE Projections 2010
10 Phil Galewitz, “Nation’s Health Care Bill to N

Kaiser Health News, July 28 2011. Available a
news.org/Stories/2011/July/28/health-care-sp

11 Dana P. Goldman and Elizabeth A
About Cost, Access and Quality,” RAN

12 Uwe E. Reinhardt, Peter S. Hi
Care Spending in An Internatio



The U.S. is also an outlier in terms of the
percentage of GDP devoted to health care. At
17.4% of GDP, the U.S. spends almost twice as
large a portion of its total economic output on
health care as the average member country of
the Organization for Economic Co-operation and
Development (OECD).™

Our annual health care spending is equal to the
entire gross domestic product of France—the fifth
largest economy in the world.™

Spending more doesn’t make Americans healthier.
- Despite spending more than any other

industrialized country, the United States remains
the only wealthy, developed nation without a
universal health care system.'
The American health care system is vastly
inefficient. In 1999, health administration costs in
e U.S. totaled $1,059 per person, compared to
in Canada.®

tp://content.healthaffairs.org/content/23/3/10 full.html

onomic Co-operation and Development, “Health:
pace economic growth in most OECD countries,”

ober 31, 2011. Available at: http://www.oecd.org/
61 44315115 48289894 1 1 1 1.00.h

o More Doesn’t Make Us Healthier,” The
ailable at: http://opinionator.blogs

e-doesnt-make-us-healthier,

“ampbell, M.H.A., and David
ninistration,” The New

In 2006, out of 191 countries, the United States
ranked 39th in infant mortality, 43rd in adult female
mortality, 42nd in adult male mortality, and 36th in
overall life expectancy."”

A study in 2006 found that middle-aged
Americans, compared to their British counterparts,
have a higher incidence of diabetes, hypertension,
heart disease, myocardial infraction, stroke, lung
disease and cancer."®

The average Japanese lives 5 years longer than
the average American, despite the fact that Japan
spends only 40% of what the U.S. does per person
on health care.

The poor health outcomes in the United States in part

reflect lack of coverage and access to health care.
- Over 81 million working-age adults—44% of

those ages 19-64—were either uninsured or
underinsured at some point during 2010. This is up
from 61 million, or 35%, in 2003.%°

A 2009 study out of Harvard University found that
45,000 deaths per year—that’s 1 death every

12 minutes—are associated with lack of health
insurance.?'

In a global survey of adults suffering from chronic
illnesses conducted in 2008, 60% of Dutch
patients and 42% of French patients could get
same-day appointments with doctors. In the United
States, this figure was only 26%.%

17 Christopher J.L. Murray, M.D., D.Phil., and Julio Frenk, M.D., Ph.D.,
M.P.H., “Ranking 37" —Measuring the Performance of the U.S. Health Care
System,” The New England Journal of Medicine, 2010; 362:98-99 January
14,2010

18 James Banks, PhD; Michael Marmot, MD; Zoe Oldfield, MSc; James P.
Smith, PhD, iDisease and Disadvantage

in the United States and in Englandi JAMA 2006; 295:2037-2045;

19 Katy Heslop, “How does US health care compare to the rest of the
world?” The Guardian, March 22 2010. Accessed October 31 2011. Available
at: http://www.guardian.co.uk/news/datablog/2010/mar/22/us-health care-bill-
rest-of-world-obama

2() Maggie Fox, “U.S. Health Care System Losing Ground, Group Reports,”
National Journal, October 18 2011. Available at: http://nationaljournal .com/
health care/u-s-health-care-system-losing-ground-group-reports-2011101

21 Ellen Shaffer, “US Health Care Myths and Facts” Equal Health Network,
July 14 2010. Accessed October 31 2011. Available at: http://www.centerfor-
policyanalysis.org/index.php/2010/07/us-health-care-myths-and-facts-equal/
2.2 Jonathan Cohn, “Health examples: Plenty of countries get health care
right,” The Boston Globe, July 5 2009. Accessed October 31, 2011. Available
at: http://www.boston.com/bostonglobe/ideas/articles/2009/07/05/healthy_ex-
amples_plenty_of_countries_get_health care_right/?page=2




BACKGROUND

THE IMPACT OF SOARING HEALTH -

CARE SPENDING

Employers
- Employers are the primary providers of health

insurance for Americans. 58% of all private sector
employees have some form of health benefit
through their employers.?

- Some economists argue that the increasing
burdens of health care costs are making U.S.
companies significantly less competitive on the
international market.?*

- General Motors estimates the company spends
around $5 billion annually to cover health care for
its 1.1 million employees. These exorbitant health
care costs add an estimated $1,500-$2,000 to
each vehicle.

Government
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Many employers, in order to offset the rising cost
of health care, have increased workers’ hours,
reduced their pay, and slashed retirement benefits.
When such measures are insufficient, and the cost
of providing health care is still too onerous, many
companies resort to layoffs. Many Americans
have suffered layoffs because firms can’t fully
offset the rising cost of providing heath care with
wage reductions or hourly increases.?

Households

In a survey conducted in 2003, 63% of American
families reported difficulty paying medical bills?
In 2011, American families insured through their
jobs accrued, on average, $19,393 in medical
bills—up from $18,074 in 2010.28

The average percentage of household income
devoted to out-of-pocket medical expenses grew
from 12% in 1997 to 16% in 2005%°

One quarter of all Medicare beneficiaries spent
nearly one third of their income (31%) on health
care in 2005.

In 1966, Medicare and Medicaid made up 1%
of total government spending; now that figure is
20%*°
The federal government spends on health care...
o 8times as much as it does on education
o 12 times as much as it does on food aid tc
children and families
30 times what is does on water supply
830 times what it does on energy
conservation®
State governments are struggling to make
decreased revenues by cutting health co

Employees
- The cost of health insurance premiums has

increased between 8% and 14% per year since
2000, while inflation and workers’ earnings have
increased only 3-4% per year.?®

ViewOption X7 =42
2.3 The Kaiser Family Foundation, “Employer Health Benefits: 2011 Annual 2.8 http://money.cnn.com/2011/05/11/news/eco
Survey,” September 27 2011. Accessed October 31, 2011. Available at: http:// ily/index.htm

ehbs kff.org/.

24 Toni Johnson, “Health Care Cost and U.S. Competitiveness,” Council on
Foreign Relations, March 23 2010. Available at: http://www.cfr.org/health-
science-and-technology/health care-costs-us-competitiveness/p13325

25 The Kaiser Family Foundation, “Health Care Costs: A Primer,” August
2007. Available at www .kff.org.

Care,”

Care,”

26 US Department of Health and Human Services, “Effects o
Spending on the U.S. Economy,” February 2005, Available

gov/health/costgrowth/# edn33
27 Social Security Advisory Board, “The Unsustainab
Care,” September 2009, Available at: http://www

29 Social Security Advisory Board,

30 David Goldhill, “How Americ
Atlantic September 2009. Acces

31 Social Security Advisor




At least 31 states have put into place budget cuts
that will restrict the eligibility for health insurance
programs and/or access to care®
o California has cut almost all funding for
services supporting HIV/AIDS patients
and completely eliminated funding for
domestic violence shelter programs,
maternal/child and adolescent health
programs.3?
As of July 10, 2012, governors from
the states of Louisiana, Florida, South
Carolina, Wisconsin, Mississippi,
Nebraska, and Texas have declared
that they will opt out of the Medicaid
expansion outlined by the Affordable Care
Act.3

FORCES DRIVING HEALTH CARE
SPENDING

1) Medical technologies and prescription drugs
- Numerous studies have concluded that
technological change is the most significant driver
of health care costs and spending increases over
time.*®* The Congressional Budget Office estimates
at technology accounts for anywhere from 38-
% of health care cost growth.®

n, Phil Oliff, and Erica Williams, “An Update on State
on Budget and Policy Priorities, February 9 2011. Avail-
org/cms/?fa=view&id=1214.

from Governors About Medicaid After
edical News, July 16,2012. Available at:
2012/07/16/gv110716.htm
“High and rising health care costs:
Research Synthesis Report No. 16,

ainable Cost of Health

Some technologies create new treatments, while
others replace existing treatments with newer
ones. Discerning whether a technology improves
outcomes, or simply achieves similar outcomes at
a greater expense is a difficult task.

While new technologies do have the potential

to lower medical spending—vaccines and other
preventive measures, for example, result in overall
savings—the general consensus seems to be that
most new technologies increase spending. These
new technologies and drugs add to health care
spending not only because the development and
maintenance of them is costly but also because
they generate consumer demand, regardless of
whether they are cost-effective.®”

Other industrialized countries keep drug costs low
by negotiating prices on the world market. In the
United States, only the VA system and Medicaid
negotiate prices. Drug companies make a huge
profit in the United States—often 3 times the
Fortune 500 average.3®

(2) Aging population

- As the baby boomer generation grows older, and
as a greater proportion of the American population
passes the age of 65, the demand for health care
and medical services is expected to increase
dramatically.®® The CBO Long-Term Budget
Outlook predicts that this demographic shift will
account for 44% of growth in spending through
2035.40

(3) Longer. less healthy living

- Americans are living longer with a greater number
of chronic conditions, which places greater strain
on the health care system.*' It is estimated that the
cost of treatment for chronic diseases represents

37 http://www kaiseredu.org/Issue-Modules/US-Health-Care-Costs/Back-
ground-Brief .aspx#footnote5

38 Ellen Shaffer, “US Health Care Myths and Facts,” Center for Policy
Analysis, July 14 2010. accessed October 31 2011. Available at: http:/www.
centerforpolicyanalysis.org/index.php/2010/07/us-health-care-myths-and-
facts-equal/

39 Jules Delaune MD and Wendy Everett ScD, “Waste and Inefficiency in
the U.S. Health Care System,” New England Health care Institute, February
2008.

40 Social Security Advisory Board, “The Unsustainable Cost of Health
Care.”

41 Tbid.




BACKGROUND

over 75% of national health care expenditures.

- From 1987 to 2002 there was a 20% increase in
the number of Medicare patients who received
treatment for five or more conditions each year.

- The increase in obesity alone is estimated to
account for 12% of the growth of health spending
between 1987 and 20014

- Among chronic conditions, obesity is of particular
concern both because of the increasing rate of
obesity among Americans and because of the
increasing resources devoted to treating obesity
and its associated effects. It is now estimated that
nearly a third of Americans over the age of 20 are
obese.*®

- In 2001, medical spending for the obese was
estimated to be 37% higher per capita than costs
for people of normal weight.*

(4) The structure of our insurance system

Administrative costs

- Beginning in the late 1990s, spending for
administration of health insurance has become a
major contributor to overall spending. Spending
on these services grew by 7% in the period from
1995 to 2005.4 The McKinsey Global Institute
has estimated that excess spending on health
administration accounted for about 21% of total
excess spending. The majority of this excess

42 Kenneth E. Thorpe, Curtis S. Florence, David H. Howard and Peter Joski,
“The Impact of Obesity on Rising Medical Spending,” Health Affairs, no
(2004): available at: http://content.healthaffairs.org/content/early/2004/10/20/
hlthaff.w4.480.citation

43 Ogden CL, Carroll MD, McDowell MA, Flegal KM. Obesity among
adults in the United States—no change since 2003-2004. NCHS data brief
no 1. Hyattsville, MD: National Center for Health Statistics; 2007. Available
from: http://www.cdc.gov/nchs/data/databriefs/db01.pdf Adobe PDF file
[PDF-366KB]

44 Kenneth E. Thorpe, Curtis S. Florence, David H. Howard and Peter Joski,
“The Impact of Obesity on Rising Medical Spending.”

45 The Congress of the United States, “Technological Change and the
Growth of Health Care Spending,” Congressional Budget Office. January
2008. Available at: www.cb v/ftpdocs/89xx/doc8947/01-31-TechHealth

pdf
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spending (85%)¢ is attributed to the private health
insurance system, where companies are thought
to spend 20% of every dollar on administrative
costs or profit.#”

The Fee-for-service payment model

- In our fee-for-service system, providers are paid
based on the number of services/tests/screenings
performed. This structure rewards physicians who
do more, increases volume, and drives up health
care costs.

- Lowering the price of services is not always
effective, as physicians may respond to price
reductions by increasing the number of tests,
screenings, and services they prescribe to make
up for the difference in payment.*

Insurance insulates patients from cost

- Our current 3" party payer insurance system also
insulates patients from the cost of care, making
them more likely to seek more care.*

- The average insured American and the average
uninsured American spend very similar amounts of
their own money on health care each year--$654
and $583 but they spend vastly different amounts
of other people’s money--$3,809 and $1,103,
respectively.*

- ARAND study showed that although cost-sharing
did not result in significantly different care or
health outcomes, it did result in very different use
patterns on the part of patients. Participants in
the study made one to two fewer physician visits
annually and had 20 percent fewer hospitalizations
than those with fully covered care.

46 Uwe E. Reinhardt, “Why Does U.S. Health Care Cost So Much? (Pa
Indefensible Administrative Costs,” The New York Times, November 2
Available at: http://economix.blogs.nytimes.com/2008/11/21/why-do
health-care-cost-so-much-part-ii-indefensible-administrative-costs/
47 Ellen Shaffer, “US Health Care Myths and Facts,” Center fo
Analysis, July 14 2010. accessed October 31 2011. Available at
centerforpolicyanalysis.org/index.php/2010/07/us-health-ca
facts-equal/
48 The Congress of the United States, “Technological C
Growth of Health Care Spending,” Congressional B
2008. Available at: www.cbo.gov/ftpdo
pdf
49 Social Security Advisory Board, “The Un
Care.”
50 David Goldhill, “How American H
Atlantic, September 2009. Availabe
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THE DANGERS OF EXCESSIVE
MEDICAL CARE

Adverse Events

1 in every 3 hospitalized patients in America

experiences an adverse event as a result of medical

care %'

- Adverse medical events cause 187,000 deaths
and 6.1 million injuries each year.*?
1.5% of Medicare patients experience an adverse
event from medical treatment that contributes to
their death.5®
Adverse effects of medical treatment account for
3.5% of Medicare in-patient spending, amounting
to $4.4 billion in additional costs.**

Institute of Medicine on Medication Errors. 2006
The Centers for Medicare and Medicaid sponsored a
study conducted by the Institute of Medicine (IOM) with
the aim of measuring and reducing medication errors.
The study concluded that preventable medication
errors injure 1.5 million people each year and create
an additional $3.5 billion in additional hospital health

ger Tool Shows That Adverse Events in Hospitals may be Ten
an Previously Measured. David Classen, Roger Resar, et al.
. http://content.healthaffairs.org/content/30/4/58 1 .abstract
Problem: The Annual Cost of Measurable Medical Er-
{aran Rustagi et al. Health Affairs, 2011.
org/content/30/4/596

Medical Events, And What We Can Do About
real, et al. Health Affairs, 2011.

onal Incidence among Medicare Benefi-

2010. OEI-06-09-00090.

It is estimated that around 98,000 Americans die
each year because of medical errors—this number
is greater than the number that die from vehicle
accidents, breast cancer or AIDS.%

Two large studies—one in Utah/Colorado and one
in New York—found that adverse events happened
in 2.9 and 3.7 percent of hospitalizations.5®

The costs of preventable adverse events are
estimated to be between $17 billion and $29 billion
per year.%

WASTE

The New England Health Institute identifies seven ways in
which waste might be significantly reduced in the American
health care system:%’

1) Reducing Emergency Department Overuse

- Each year, Americans make approximately 67
million emergency rooms visits that are potentially
avoidable- 56% of all American emergency room
visits.
On average, the cost of a visit to an emergency
room is $580 more than the cost of a comparable
office visit, meaning that avoidable emergency
room visits are costing Americans nearly $39
billion each year.

(2) Reducing Antibiotic Overuse

- The overuse of antibiotics contributes to the
evolution of antibiotic-resistant bacteria and thus
to the incidence of Antibiotic-Resistant Infections
(ARlIs)

The treatment of ARIs costs Americans roughly
$20 billion each year.

(3) Improving Patient Medication Adherence

- Roughly 187 million Americans take at least one
prescription medication. Of those, as many as

55 Meena Seshamani, MD, PhD and Report Production by the HHS Web

Communications and New Media Division, “The Cost of Inaction,” U.S. De-

partment of Health and Human Services, Available at: http://www.healthre-

form.gov/reports/inaction,

56 Institute of Medicine, To Err is Human: Building a Safer Health Care

System (Washington, DC: 31. National Academies Press, 2000).

57 The New England Health Institute, “Bend the Curve: A Health Care

Leader’s Guide to High Value Health Care” December 16, 2011. Available
://www.nehi.net/publications/57/health care leaders guide t

value health care
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50% do not take their medications as prescribed.

- Not taking medications as prescribed costs
Americans over $100 billion each year in easily
preventable hospitalizations.

(4) Reducing Vaccine Underuse

- 20% of American children have not completed
their recommended schedule of vaccinations.

- Each year, Americans spend $10 billion dollars in
health care costs directly attributable to vaccine
underuse.

- Each year, 36,000 elderly Americans die of
influenza or its complications, which could be
prevented by more widespread flu vaccination.

(5) Preventing Hospital Readmissions

- Nearly 20% of Medicare patients who are
discharged from a hospital are readmitted within
30 days.

- Every year, there are more than 7 million 30-
day hospital readmissions. Of these, 12% are
preventable.

- Preventing 12% of 30-day hospital readmissions
would save Americans $25 billion each year.

(6) Decreasing Hospital Admissions for Ambulatory

Care-Sensitive Conditions

- Ambulatory Care Sensitive Conditions (ACSCs)
are those conditions “for which good outpatient
care can potentially prevent the need for
hospitalizations, or for which each intervention
can prevent complications or more severe
disease.” These include hypertension, diabetes,
chronic obstructive pulmonary disease, bacterial
pneumonia, and urinary tract infections.

- In 2006, preventable hospitalizations for ACSCs
and their complications cost Americans $30.8
billion.

(7) Preventing Medication Errors

- The consequences of medication errors can
include harmful drug interactions, allergic
reactions, or simply inappropriate dosages.

- Every year, serious preventable medication errors
occur in 3.8 million inpatient admissions and 3.3
million outpatient visits.

Inpatient preventable medication errors cost
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Americans roughly $16.4 billion per year.
- Outpatient preventable medication errors cost
Americans roughly $4.2 billion per year.

OVERTREATMENT

A survey of U.S. primary care physicians revealed that
42% of them believe that patients in their own practices
are receiving too much care, while only 6% reported
believing patients receive too little.5® The survey identified
four principal motivating factors behind this tendency to
overtreat:

1) Malpractice concerns

- The fear of lawsuits may be a significant
influence on a physician’s decision to recommend
procedures and tests.

- There is a significant body of evidence suggesting
that physicians’ fear of lawsuits (and the commonly
held belief that some sort of nationwide tort refor
is necessary in order to bring down health care
costs) is overstated. Only 2% of adverse eve
due to negligent practice result in malpractice
lawsuits, and only 22% of such lawsuits res
jury-awarded damages to the plaintiff.>®

- Nevertheless, 76% of physicians surve
malpractice concerns as the most i
leading them to order potentially un
tests and procedures.

58 Brenda E. Sirovich, Steven Woloshin, Lisa N
Too Much? Primary Care Physicians’ Vie
of Internal Medicine,2011; 171(17):1582
archinte.ama-assn.org/cgi/content/absti

59 Naomi Freundlich, “In Survey, T
Care,”” The Century Foundation
org/2011/09/in-survey-doctor



(2) Financial incentives of fee-for-service

Physicians are compensated for each procedure
they perform regardless of whether the procedure
is necessary or beneficial.

62% of physicians surveyed said that fewer
diagnostic tests would be performed if not for the
influence of financial incentives.

3) Clinical performance measures

In 1995, in an attempt to establish and enforce
standards of care, the Department of Veterans
Affairs began establishing official protocols for how
various common conditions should be treated.

In 2005, the Centers for Medicare and Medicaid
Services began establishing similar protocols,
against which a doctor’s performance can be
measured.

Although there is solid evidence that establishing
such protocols can significantly improve care,
many physicians are wary. They feel that the
protocols do not place sufficient emphasis on
the procedures and treatments that are likely

to have the greatest benefit for patients, and

that the protocols do not take into account the
limited amount of time that physicians are able
to spend with patients, and that the protocols are
inflexible and do not allow physicians to respond
to the specific individual needs and concerns of
individual patients.®

(4) Inadequate time spent with patients

Whereas an extended conversation with a patient
might be sufficient for an experienced physician

to make an accurate diagnosis, given heightened

time constraints, it may be far more convenient for

a doctor to simply write an order for a battery of

expensive diagnostic tests and procedures.

40% of physicians surveyed cited inadequate time

to spend with patients as the most important factor
2ading them to practice more aggressively.

id A. Asch, “Clinical Concerns About Clinical
nals of Family Medicine, 2007. Available at:
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TECHNOLOGY CREEP

A specific form of overly aggressive medicine involving the
overuse of advanced technology is often called “technology
creep.”! Technology creep refers to the process by which
the use of a newly developed machine, drug, or procedure
is extended to treat a set of conditions for which it was not
originally intended and for which the added benéefits, if they
exist at all, are very slight. For examples:

- The Implantable Cardioverter-Defibrilator (ICD), a
battery-powered device that is surgically implanted
in the chest, was first given to patients who had
survived cardiac arrest. Now the devices are
frequently given to patients who merely have some
risk of experiencing cardiac arrest in the future
as an extremely expensive and invasive form of
primary prevention.

- Proton-beam therapy, an extremely expensive
form of radiation therapy originally developed to
treat certain very rare pediatric cancers, is now
more commonly used to treat prostate cancer.

The benefits of proton-beam therapy over more
conventional radiation therapy for prostate cancer
have not been proven.

The two principal forces driving technology creep are:

(1) Competition between hospitals

- Because they compete with each other to attract
doctors and patients, hospitals in the U.S.
find it very important to invest in and develop
a reputation for having the most advanced
technology, even if there is little local demand for
the services these technologies were originally
developed to provide.

(2) Financial incentives of fee-for-service

- Once hospitals have acquired new technologies,
doctors are rewarded every time they make use
of them, whether or not such use has distinct
advantages.

61 Katherine Hobson, “Cost of Medicine: Are High-Tech Medical Devices
and Treatments Always Worth It?”” U.S. News and World Report, July 10,

2009. Available at: http://health.usnews.com/health-news/best-hospi
articles/2009/07/10/cost-of-medicine-are-high-tech-medical-devi

treatments-always-worth-it
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GEOGRAPHIC VARIATION

Waste and inefficiency are not always so easy to detect.
One of the best indicators of waste and inefficiency is
geographic variation. If, in order to treat the same medical
conditions, much more money is spent per capita in one
part of the country than in another with no evidence to
connect greater spending with improved outcomes, then

it is likely that these conditions could be treated less
expensively. The data surrounding geographic variation in
health care spending is most thoroughly documented in the
Dartmouth Atlas of Health Care.

The Dartmouth Atlas of Health Care

The Dartmouth Atlas Project has been measuring
geographic variation in health care resources and
utilization since 1993. In 2006, the Dartmouth Atlas showed
that Medicare spending varied threefold across the country.
More than any other factor, this variation in spending
seems to be best explained by how physicians respond to
the availability of technology, capital, and other resources
in the context of a fee-for-service payment system.®?

As both doctors and patients generally assume that

“more is better,” in the absence of clear evidence-based
guidelines, hospitals with more resources tend to deliver

a greater number of services.%® This phenomenon is what
researchers at Dartmouth call supply-sensitive care.

“Supply-sensitive Care”%
Services characterized as “supply-sensitive” include

physician visits, diagnostic tests, hospitalizations, and ICU
admissions. The delivery of supply-sensitive care differs
widely across the country, depending on the resources

available in a given region. Especially in caring for patie
in the last few mouths of life, the Dartmouth researche
found more beds meant more hospitalizations, and n
physicians meant more visits. Such a strong corre
suggests that supply or capacity is critical in dete
the wide variation in the use of resources.

62 Elliott S. Fisher, M.D., M.P.H., Julie P. Bynum
than S. Skinner, Ph.D., “Slowing the Growth of
from Regional Variation” The New England Jo
849-852. Available at; http: nejm.org
63 The Robert Wood Johnson Foundati
Care,” June 4 2008. Available at: http
jsp2id=28772

64 The Dartmouth Atlas Proj




“Preference-sensitive Care”

According to Dartmouth’s Atlas Project, preference-
sensitive care includes elective treatments for which there
are significant tradeoffs among the possible outcomes

of each treatment. These tradeoffs can involve quality

or length of life, so preference-sensitive care decisions
should reflect a patient’s personal values, and should

be made only after the patient is given the appropriate
information. Variations in rates of preference-sensitive
care can be attributed to both the state of clinical science
and the way medical decisions are made. For example,

in certain situations, alternative treatments are not
thoroughly examined, leading surgeons to recommend
surgery. Additionally, rates of surgery for the same medical
condition vary drastically from place to place, as much

as 20-fold, and are often lower in areas where informed
patients make their own informed medical decisions.

“Effective Care”%

The Dartmouth Atlas Project defines effective care

as treatments and services with proven value and no
significant tradeoffs. For example, when a patient breaks a
hip, there is consensus in the medical community that the
patient needs a hip replacement. Although widely proven
to be successful, certain effective care treatments are
underutilized, leading to dire consequences for patients.
The Atlas Project found that there is no correlation between
higher health care spending and more widespread use

of effective care treatments. Rather, the underutilization

of effective care is due to fragmented physician care

and the lack of comprehensive systems to ensure the
implementation of effective care for eligible patients. The
Dartmouth Atlas Project suggests developing organized
and integrated physician practices to ensure more
widespread use of effective care.

VIDENCE-BASED MEDICINE

is “evidence-based medicine”?
are reformers often advocate a shift towards
e-based medicine” (EBM) with the goal of reducing
variation and mitigating the phenomena
ith “supply-sensitive care” and “technology
ally, the advocates of EBM hope to change
dicine so that physicians make decisions
atments to patients based not on the
d technologies available to them,
nat they perceive to be customary
sional communities, but rather

, “Preference-Sensitive Care.”
ffective Care.”

based on what broad-based clinical studies indicate are
the most effective and beneficial treatments for a particular
medical condition. Although medicine has always been
“evidence-based” to some extent, the proponents of EBM
hope to expand and improve the quality and accessibility
of the evidence that medical practitioners have at their
disposal.

The apprenticeship model
Traditionally, doctors have been educated in large part

according to an “apprenticeship model,”®” whereby resident
physicians ask questions and learn from more experienced
attending physicians within their own hospitals. They also
attend lectures by experts who offer personal opinions

and anecdotes suggesting what treatments ought to be
provided in various circumstances. This reverence for and
transmission of professional expertise over generations has
the effect of generating and reinforcing significant variation
in how medicine is practiced around the country. It also
has the effect of reinforcing “medical myths” — precepts
that are rigorously adhered to in a medical community in
spite of having no solid evidentiary basis. For example,

for many years it was the conventional wisdom among
many doctors that patients with congestive heart failure
must never be prescribed beta blockers. Today, thanks to
the wider dissemination of clinical research, it is standard
practice to prescribe beta blockers to all patients suffering

from congestive heart failure. ¢

67 The Politics of Evidence-Based Medicine. Journal of Health Politics,

Policy and Law, 26:2, April 2001. Copyright 2001, Duke University Press.

All rights reserved; posted with permission. For information on the journal or

to order a hard copy, go to http://www.dukeupress.edu/jhppl/

68 Brandi White, “Making Evidence-Based Medicine Doable in Everyday

Practice,” Family Practice Managements. 2004 Feb; 11(2):51-58. Available
2004/0200/p51.html
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Barriers to evidence-based medicine

Some physicians are wary of EBM, referring to it as
“cookbook medicine,” and condemning it as a top-down
approach wherein researchers in ivory towers dictate
practice to physicians on the front lines of care delivery.®®
Such physicians feel that they are being asked to disregard
their own professional judgment and experience, which
will be to the great detriment of patients. The proponents
of EBM respond to such reservations by insisting that
evidence-based medicine does not disregard the judgment
and experience of professionals, but merely integrates this
judgment and experience with consideration of the best
clinical and scientific research.

The most significant barrier to the implementation of

EBM, however, has always been that physicians lack the
time to survey all the relevant research every time they
have to recommend treatment to a patient. With modern
information technology, and the development of vast online
medical databases, evidence-based medicine has become
far more practical in recent years. However, there is still

a notable lack of evidence-based research with respect

to many common medical treatments and practices,” and
much work still needs to be done in order to synthesize
the research that is available and make it more accessible
to physicians. There are several major organizations
dedicated to doing this work.

EBM related websites:

The Agency for Health care Research and Quality: http://
www.ahrg.gov/clinic/

The Centre for Evidence Based Medicine: http://www.
cebm.net/

Evidence Based Medicine Tool Kit: http://www.ebm.med.
ualberta.ca/

SHARED MEDICAL DECISION-MAKING

What is shared decision-making?
Closely related and largely dependent upon evidence-

based medicine is Shared Decision-Making (SDM).

69 David L Sackett, William M. C. Rosenberg, J A Muir Gray, R Brian
Haynes, W Scott Richardson, “Evidence based medicine: what it is and what
itisn’t,” BMJ 312:71 (Published 13 January 1996) Available at: http:/www.
bmj.com/content/312/7023/71 .full

770 Dan Mendelson and Tanisha V. Varino, “Evidence-Based Medicine
in the United States—De Riguer or Dream Deferred?” Health Affairs,

24 no 1 (2005): 133-136. Available at: http://content.healthaffairs.org/
content/24/1/133 .full
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Reformers hoping to reduce the waste and cost of overly
aggressive medicine in the United States have taken a
great interest in this concept based on the assumption

that any care or treatment that an informed patient would
prefer not to receive is by definition wasteful. Such
reformers are attempting to carve out a greater role for
patients in medical decision-making both out of a belief in
a patient’s right to be involved in such decisions, and in the
expectation (supported by significant evidence) that well-
informed patients often choose less aggressive and less
expensive treatments if given the opportunity. It is important
to note that patient autonomy, not cost-saving, is the goal
of shared decision-making.

o
3 A

Preference-sensitive conditions

The adoption of shared decision-making is most i
with respect to the treatment of so-called “Prefer
Sensitive Conditions,” defined as those “healtk
for which scientific evidence demonstrates n
medically acceptable treatment option.””"
lower back pain, osteoarthritis, uterine fi
cancer, prostate cancer, and corona
In choosing to pursue a course o
condition, the potential benefits

71 Ann S. O’Malley et al., “Poli
Shared Decision-Making ,” A




must be weighed against its potential risks and side-
effects. An informed patient’s involvement in this choice of
treatment can be extremely valuable.

End-of-life care

Shared medical decision-making is particularly important
for end-of-life care. In communities where patients have
been encouraged by their physicians to formulate “advance
care plans” specifying which forms of care, under which
circumstances, they wish to receive in order to prolong
their lives, the average costs of health care for patients

in their last two years of life have fallen well below the
national average.

Advance Directives
An advance directive is a legally binding document that
outlines a patient’s health care wishes, focusing on the
degree of care that should be given at the end of life. The
document—comprised of a living will and the selection of
a durable power of attorney for health care—ensures that
an individual is given the opportunity to express his or her
medical care wishes in the event of incapacitation. While
every adult is encouraged to make an advance directive,
the document is especially important for those with terminal
iseases and for those nearing the end of life.

g will outlines a patient’s health care wishes and
ces so that they are clearly expressed even if
t is incapacitated. The document can address
of organ donation, pain medication, artificial
and CPR, among others. In a living will,
decline life-prolonging measures under
ances, although palliative care and pain
be administered to ensure a patient’s

e directive allows an
ower of attorney for health

care, or health proxy, to make medical decisions on his or
her behalf in the event of incapacitation. The proxy, often
a family member or close friend, should be trustworthy
and familiar with the patient’s values and medical wishes.
Health proxies can only make medical decisions for those
who are terminally ill and incapacitated, and restrictions
on the power of health proxies to make certain medical
decisions (for example, those regarding experimental
treatment or mental health services) vary from state-to-
state.

Those without advance directives often receive aggressive
medical treatment, including potentially invasive or
unwanted procedures. In the event that a patient is
incapacitated and without an advance directive, the
following people, in order, are authorized to make health
care decisions for that patient: guardian, spouse, adult
child, parents, adult sibling, adult relatives, close friend.

Making an advance directive is simple and can be done
without the help of a lawyer or medical professional,
although employing a professional’s help can be beneficial.
Simply fill out the advance directive forms for the state

in which you are treated and follow the state-specific
guidelines to make your document legally binding. Once
completed, make multiple copies of the document and give
them to family, friends, and your health care provider, and
make sure at least one copy is easily accessible in case of
emergency.

Physician Order for Life Sustaining Treatment
A Physician Order for Life Sustaining Treatment (POLST)

often complements advance directives and allows patients
to better communicate their end-of-life medical wishes with
health care professionals. These forms simplify advance
directive instructions into clear medical orders that can be
understood across a broad range of medical fields.

DNR (Do-Not-Resuscitate) Order

A Do-Not-Resuscitate order instructs doctors to forgo CPR
when treating patients at the end of their lives. There are
different types of DNR orders, and DNR policies tend to
vary from hospital to hospital. Generally, a DNR order is a
verbal or written request made by a patient, and recorded
and carried out by a health care professional. However,
after judging a patient’s state of health, a physician can
independently issue a DNR order if he or she determines

that it is inappropriate to perform CPR on a dying patient.

Barriers to Shared Decision-Making
- One of the more significant barriers to adopting

Shared Decision-Making more broadly is that
discussing all available treatment options with
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patients can take a great deal of time. Under the
typical fee-for-service payment model, doctors
tend not to be remunerated for taking this time,
making it a significant inconvenience. The

2010 Affordable Care Act originally contained a
provision that would compensate physicians for
sitting down with Medicare patients and discussing
the goals of care and end-of-life medical decisions.
The bill's opponents seized upon this provision,
insisting that it would lead to the emergence of so-
called “death panels,” an allegation that generated
a firestorm of public controversy. Rather than
defend the provision, the bill's proponents simply
removed it.

- Another reason why some physicians are wary of
Shared Decsion-Making has to do with malpractice
liability concerns. Currently, the scope of a
physician’s legal liability under a medical system
involving Shared Decision-Making is not entirely
clear. A patient might insist upon a course of
treatment likely to result in significant adverse
side-effects. When such side-effects occur, the
patient might feel that his or her physician did
not adequately impress upon him or her the risks
associated with the course of treatment he or she
chose, and decide to sue.

- Physicians’ worries concerning their malpractice
liability under Shared Decision-Making are related
to the more fundamental problem of widespread
medical illiteracy within the general population.
Patients may be bewildered by the information put
before them, or simply prefer to defer responsibility
for making difficult choices to their doctors.
Conversely, other patients may have a deep
distrust of the health care system, be skeptical of
evidence-based medicine, and adhere strongly to
the belief that more expensive care must be better
care.

Patient-decision aids

Patient-decision aids (PDAs) are print, audiovisual and
computer-based tools that help convey to patients the
relevant information concerning preference-sensitive
conditions or elective procedures. Improving the quality
and availability of PDAs is essential to promoting medical
literacy among patients and making effective shared
Decision-Making a reality. Numerous organizations

are currently working to develop and distribute PDAs to
health care providers. The International Patient Decision
Aid Standards Collaboration (IPDAS) is an association of
researchers and practitioners from 14 countries working
to establish international standards for PDAs. The
organization’s website is accessible at: http://ipdas.ohri.ca/

J
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Recommended Resources

- Caring Connections is a program of the National
Hospice and Palliative Care Organization (NHPCO)
that aims to improve care at the end of life. State-
specific advance directives and guidelines can
be downloaded through the Caring Connections
website at: http://www.caringinfo.org/i4a/pages/index.
cfm?pageid=3289

- National Health Care Decisions Day is a program
designed to educate the public about the importance
of advance care planning, and to encourage health
care providers to respect patients’ end-of-life-wishes.
The website contains information and resources about
advance directives: www.nhdd.org

- Oregon Health and Science University created the
National POLST Paradigm Task Force, which aims to
facilitate POLST programs in every state. For more
information about POLSTs and to see if your state has
a program, visit their website at: http://www.ohsu.edu/
polst/index.htm

- Respecting Choices is a program created by the
Gundersen Lutheran Medical Foundation, Inc., that
focuses on the process of advance care planning. The
program’s goal is to help individuals and communities
make informed decisions regarding end-of-life health
care: www.respectingchoices.org

- The Informed Medical Decisions Foundation is a
Boston-based organization that aims to promote
evidence-based shared Decision-Making through the
development of decision aids, outreach, and advocacy:
www.informedmedicaldecisions.org




COMPARING UCLA MEDICAL CENTER

AND INTERMOUNTAIN MEDICAL
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UCLA Health System is comprised of four hospitals and
over 80 primary care offices in the Los Angeles area.
UCLA's Ronald Reagan Medical Center, located in Los
Angeles, is a highly renowned hospital, ranked “Best in
the West” for 22 years straight and number 5 in the nation
by the annual U.S. News & World Report Survey. UCLA
scores high in terms of patient satisfaction, and UCLA's
physicians are some of the most skilled in the world, with
over 200 named to a list of the “Best Doctors in America.”
Moreover, as an academic medical center, UCLA is the
site of significant medical research and cutting edge
clinical trials, and has been home to countless medical
breakthroughs over the past 50 years. Some examples
are’:

*  UCLA physicians are leaders in minimally invasive and
robotic procedures, ranging from joint replacement to
cancer treatment.

UCLA was the first hospital system on the West Coast
to install dual-source computed tomography scanners,
which are the fastest CT scanners for cardiovascular

itron Emission Tomography, a valuable imaging
ique that, when paired with a CT scan, produces
aneous recording of molecular and anatomical
ion, was invented in 1970 by Michael Phelps,
ir of the UCLA Department of Molecular and
armacology.
ansplant program became the second
ach 2,000 procedures. The Health
ices Administration recently
am as the nation’s best. Similarly,
plant Program is the first of its

alth System. http://www.uclahealth.

kind in the western United States.

UCLA surgeons recently performed the first hand
transplant in the western United States as part of their
experimental program. Only 40 such procedures have
been performed worldwide.

In 1981, UCLA physicians reported and diagnosed the
world’s first case of AIDS.

INTERMOUNTAIN MEDICAL CENTER

Intermountain Medical Center is located in Murray,

Utah, near Salt Lake City, and is the flagship institution

of Intermountain Health care’s system of 22 hospitals
and over 185 clinics in Utah and Idaho. Intermountain’s
approach emphasizes coordinated “evidence-based”
care, and the practices at these hospitals have achieved
international attention. President Obama himself has cited
Intermountain as a model for national health care reform.

According to a 2006 study performed by the Kaiser
Family Foundation, Utah (in which Intermountain
Health care provides about half of all inpatient care)
has the lowest total health cost per capita at just over
$4000.
A 2008 study performed by Time Magazine found that
if Utah were a nation, the total annual health care
spending per capita would be $3,972. The US has the
highest per capita spending in the world at $7,026.
In order to address the rising costs of health care,
Intermountain is dedicated to teaching and applying
“continuous quality improvement” (CQI) techniques.
The Intermountain Institute for Health care Delivery
Research has held training courses in the techniques
for over a decade. ™
Intermountain partnered with General Electric to build
the innovative Qualibria, a computerized system that
provides doctors with fast access to research and
real-time clinical data. The goal of the technology is to
improve health care quality while reducing costs.™

773 “Institute for Health Care Delivery and Research: Course Offerings,”

Intermountain Health care. http://intermountainhealth care.org/qualityan-
dresearch/institute/courses/Pages/home.aspx

74 “Intermountain, Mayo & GE Unveil Clinical Data System,” GE Reports.
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ALTERNATIVE HEALTH CARE

FINANCING PROPOSALS

Information about alternative health care financing
proposals is derived from the following sources:

Ewe Reinhardt, “The Options for Payment Reform in
U.S. Health Care,” The New York Times, February

17, 2012. Available at: http://economix.blogs.nytimes.
com/2012/02/17/the-options-for-payment-reform-in-u-s-
health-care/

Janet Silversmith, “Five Payment Models:

the Pros, the Cons, the Potential,” Minnesota
Medicine, February 2011. Available at: http://www.
minnesotamedicine.com/Pastlssues/February2011/
FivePaymentModelsTheProstheCons.aspx

There are three fundamental questions that determine
how health care is financed and delivered. First, “How do
patients pay for the health care they receive?” Second,
“How are physicians paid for the health care they
provide?” And Third, “What organizations and institutions
intermediate in the exchange between patients and
physicians?” Many of the reforms proposed by those
hoping to make health care more efficient and affordable
design alternative ways that these three questions can be
answered.

ALTERNATIVE FORMS OF PATIENT
CONTRITBUTION:

Forms of patient contribution can be categorized as either
direct contributions or indirect contributions. A patient
makes a direct contribution to the cost of his or her

health care by making a payment directly to a physician,
pharmacist, or medical practice (“out-of-pocket”). A patient
makes an indirect contribution to the cost of his or her
health care by making a payment to an intermediary
organization, for example, by paying premiums to a health
insurance company or by paying taxes to the government.
The more the cost of health care is paid for through
indirect contributions, the less the individual patient is
affected by the cost of the health care he or she personally
receives. To encourage patients to be conscientious in
their consumption of services, intermediary organizations
usually insist that patients, in addition to their indirect
contributions, also make some direct contribution, usually
in the form of deductibles and co-pays.

March 1, 2010. http://www.gereports.com/intermountain-mayo-ge-unveil-
clinical-data-system/.
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Fee-for-service:

The fee-for-service model, widely used across the U.S. is
a form of payment wherein each specific test, procedure,
and service is billed separately. From the patient’s
perspective, the advantage of fee-for-service is that

the patient only pays for the specific services he or she
consumes. Under the fee-for-service system, health care
providers have an incentive to maximize the number of
procedures they perform, which patients may also feel is
an advantage, particularly if they are of the mindset that
more treatment means better treatment. The disadvantage
of fee-for-service is that patients or third party payers

often end up paying for many tests and procedures that
are unnecessary and may actually do patients more harm
than benefit. Furthermore, because fee-for-service rewards
providers for the number of procedures they perform,
patients may find that their doctors have less time to meet
and speak with them before rushing off to perform more
treatments on other patients. The focus on the quantity
instead of the quality of medical services is exacerbated by
the fragmentation among providers usually associated with
fee-for-service medicine, which leads to poor coordination
of care and duplication of effort.

Bundled payment:
Many reformers are in favor of making use of evidence-

based medicine to combine the services and procedures
required to treat various common conditions into
standardized packages or “bundles.” The patient or third
party payer would then be required to pay for the bundle,
rather than each individual service. Proponents of bundled
payments argue that they would encourage coordination
among providers, greatly reduce the incidence of both
overtreatment and undertreatment, and thus improve care
while controlling costs. The potential drawbacks of bundled
payments are similar to the criticisms made of evidence-
based medicine more generally—that they would lead to a
“cookbook medicine,” that they do not take into account the
particular needs of each unique patient and that they wo
discourage a practitioner from exercising his or her ow
professional judgment.

ALTERNATIVE FORMS OF INTERMEDIAR
ORGANIZATION:

Health Maintenance Organization:

A Health Maintenance Organization (HMO
insurance company that seeks to contro
managing care. There are many diffe
that manage care in many differe
part, however, “managed care” n
can only be reimbursed for se
of doctors who have agree



guidelines and directives. Some HMOs build a network
out of a wide variety of hospitals, physician groups and
independent practitioners (the “network model”). Other
HMOs own and maintain their own medical facilities

and directly employ a staff of salaried physicians (the
“staff model”). Still other HMOs contract with groups of
physicians who then agree to treat that HMO’s members
exclusively (the “captive group model”).

Accountable Care Organization:
The concept of the Accountable Care Organization (ACO)

has generated a great deal of discussion and excitement
among health care reformers since it was first proposed

by Dr. Elliot Fischer and his colleagues in 2007.”* An ACO
has been very loosely defined as “An organization of health
care providers that agrees to be jointly accountable for the
quality, cost and overall care of a population of patients.””®
The point of an ACO is to increase coordination and create
appropriate incentives among providers in order to increase
the quality and decrease the cost of health care. Kelly
Devers and Robert Berenson enumerate three essential
characteristics of an ACO™":

The ability to provide, and manage with
patients, the continuum of care across

different institutional settings, including at least
ambulatory and inpatient hospital care and
possibly post acute care

The capability of prospectively planning budgets
and resource needs

Sufficient size to support comprehensive, valid,
and reliable performance measurement

The 2010 Affordable Care Act provides financial incentives
for health care providers to form ACOs. A noted and thus-
ar successful example of an ACO is Advocate Health
are, based in Chicago, lllinois.” Proponents expect
ous pre-existing organizations, including some HMOs
e as ACOs. In response to critics who suggest that
do not differ from such HMOs in any meaningful
ponents like Ezekiel J. Emanuel and Jeffrey B.
ealth policy advisors to President Obama, point
significant distinctions. In contrast to HMOs,
hich are “often large national corporations far

“Creating Accountable Care Organizations: The
al Staff,” Health Affairs. 2007; 26(1): w44-57

olicy Options to Encourage Patient-Physician
HCR Policy Analysis No. 5 September 2011

nson, “Can Accountable Care Organiza-
e by Solving the Cost and Quality
h of Record, October 2009.
ips Medical Economics,” The

removed from their members... ACOs will consist of local
health care providers working as a team to take care of

patients who are likely to be members for years at a time.””®

Patient-Centered Medical Home

The term, “Patient-Centered Medical Home” (PCMH)
refers to an innovative model of care delivery that

would greatly expand the role played by primary care
physicians. Under a PCMH, primary care physicians
would be empowered to act as patient advocates and be
responsible for coordinating their patients’ care. In return
for taking on these added responsibilities, it is assumed
that primary care physicians would receive greater
monetary compensation, although how this arrangement
would be implemented is not entirely clear, and may vary
according to the broader institutional setting of the PCMH.
Establishing a PCMH depends on there being some sort
of organization or network of physicians already in place.
This organization could just as easily be an HMO or an
ACO, as there is no fundamental contradiction between a
PCMH and either framework. Some proponents of PCMHs
and some proponents of ACOs feel that the two concepts
are inherently complementary.

79 Ezekiel J. Emanuel and Jeffrey B. Liebman, “The End of Health Insur-
ance Companies,” The New York Times, January 30,2012
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ALTERNATIVE MODELS OF PHYSICIAN
REIMBURSEMENT:

Fee-for-service:

From the perspective of physicians, fee-for-service has

a certain intuitive appeal in that it rewards hard work

and productivity. The danger is that fee-for-service
reimbursement also rewards overutilization of medical
services. Fee-for-service above all benefits those
physicians (such as cardiologists and neurosurgeons) who
perform the most elaborate and expensive procedures.
By comparison, primary care physicians who spend more
time with their patients find themselves at a disadvantage.
Despite a looming shortage of primary care physicians in
America,many talented medical students feel the financial
pressure to pursue one of the higher paid specializations.

Salaried doctors:

Most often seen in highly structured environments, like
large-staff HMOs, corporate or large physician-owned
practices, or in academic medical centers, the salaried
model reduces incentivizes to maximize the volume

of medical procedures and encourages a reliance on
protocols and guidelines. Moreover, the model offers
greater simplicity in billing and payments. The primary
criticism of this model, however, is that it does not reward
exceptional effort, productivity, or innovation. The salaried
model may work best when combined with bonuses or
deferred compensations, added at the end of the year
based on productivity or performance measures.

Capitation:
First implemented extensively by HMOs in the late 1980s

and early 1990s, the intent of capitation is to reward
physicians for providing quality care to as many patients as
possible while also tightly controlling costs. An insurance
company pays a physician or group of physicians a fixed
recurring fee for each of its policy-holders who choose
them as their health care provider. In exchange, the
provider owes those patients any of an established list of
services should they need them. Ostensibly, a physician’s
incentive under a capitation system is to avoid performing
unnecessary services and procedures while at the same
time maintaining the highest-possible quality of care (in
order to maximize the number of patients who decide to
choose him or her as their health care provider). Critics
argue that in practice, however, capitation has sometimes
been associated with doctors cutting corners, underutilizing
services, limiting access to specialists, and refusing to
accept high-risk patients.

3 MONEY
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Pay-for-performance:
In the pay-for-performance model, physicians are

rewarded for meeting certain pre-determined measures of
quality and efficiency. Quality is often measured in terms
of patient outcomes, while efficiency is measured in terms
of utilization of particular services—radiology, diagnostic
testing, emergency department, etc.

Shared savings:
Under this model, physicians belonging to a medical

practice or network share both the revenues and costs
that come with providing care to a large population of
patients. Each of the physicians thus has a vested interest
in both the reputation and the financial well-being of their
institution, and thus an incentive to control costs while
maintaining quality of care. As part of its provisions to
encourage the formation of ACOs, the 2010 Affordable
Care Act establishes the Medicare Shared Savings
Program. The program stipulates that if a group of
providers organize an ACO, implement a shared savings
payment model, and include a sufficient number of
primary care physicians, the Center for Medicare Services
(CMS) will entrust the ACO with the care of at least 5000
Medicare recipients for a period of 3 years (the ACO must
be willing and able to commit to these terms). The CMS
will pay the ACO a fixed sum for each of the Medicare
patients the organization accepts. If the ACO meets
specified quality targets, these sums may be increased.

If these targets are not met, the sums will be reduced.
Critics fear that this payment structure will lead to some
of the negative consequences previously associated with
capitation. Proponents argue that this problem will not
materialize since the payments, although in fact a form of
capitation, will be paid to a large organization rather than
an individual provider, and because the payments will be
tied to measures of population health.
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BREAST CANCER SCREENING AND

TREATMENT

MAMMOGRAPHY

Every year, over 200,000 American women are diagnosed
with breast cancer, and roughly 17% of them die of the
disease. 8 Approximately 78% of women diagnosed
with breast cancer are over the age of 50, among
whom mortality rates are slightly higher (19%). For
decades, it was widely accepted that early detection was
essential to the successful treatment of breast cancer,
and that all women over the age of 40 should undergo
mammography once every year. The U.S. Preventative
rvices Task Force ignited a huge debate when, in
ember 2009, it issued recommendations that women
2gin regular mammograms until age 50.%' The
orce also recommended that women over 50
=2rgo mammography every two years and that
ontinue teaching women to perform breast
ion. The scientific evidence seemed to
e old approach of screening earlier and
night not be the best approach. Simply

Cancer Institute. 2010. Accessed June 2011.
opics/types/breast

> U.S. Preventative Services Task Force,

put, mammography is associated with substantial risks of
over-diagnosis, harm from over-exposure to radiation, and
devastating alarms from false positives. Most importantly,
breast cancer screening turns up many abnormalities

that are either not cancerous or are so slow-growing that
they would never become life-threatening. However,
when a suspicious abnormality is discovered, women
usually get additional mammograms, other imaging tests,
and biopsies, which are not without complications. And,

if cancer is detected, even indolent cancers that are
unlikely to ever cause harm, these women usually receive
surgery, radiation, and chemotherapy, all of which are
associated with significant risks, including risk the of death.
Statistically, doctors would have to screen approximately
1900 40-year-old women every year for ten years in order
to prevent one death from breast cancer. During that same
decade, roughly half of these women would recieve one
false positive result, and between 4 and 20 of those 1900
women would undergo radiation, chemotherapy, or surgery
unnecessarily. For this reason, the Task Force concluded
that the benefits of annual mammograms for women in
their 40s are outweighed by the potential harms.

The public response to these findings illustrates not only
how difficult it is to formulate evidence-based treatment
guidelines but also how difficult it is to alter established
practice patterns in response to new scientific findings.
Critics of the new breast cancer recommendations raised
the frightening prospect that the government would

use these guidelines to ration health care. The federal
government, the American Cancer Society, and private
insurers promptly made it clear that they would not adopt
these guidelines.

It is difficult to persuade doctors and patients to change
the way they think about a disease that is as prevalent
and deadly as breast cancer. Knowing that one life can be
saved by screening 1900 women for a decade is enough
of a reason for many women in their forties to continue
getting mammograms. When the decision is personal
rather than an abstract population health statistic, many
women decide not to delay mammography until age fifty
despite the potential risks <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>