Current Healthcare Debate Fundamentally Flawed

The current debate about healthcare reform in America is fundamentally flawed. A new 

government sponsored health plan or a new tax to pay for reform will do little to make 

high quality healthcare more affordable for more people. Unless we get serious about 

changing the way we deliver healthcare and the way we pay for care in this country, costs 

will only continue to escalate exponentially.

The way we deliver care today is inefficient and wasteful. The Institute for Health Care Improvement estimates that 30-50 percent of the healthcare services do nothing to improve patient care. The Dartmouth Atlas of healthcare has consistently documented wide variations from community to community in quality and costs. The Dartmouth data has also revealed that the communities with the highest healthcare spending do not have better quality than communities that spend half as much.

The way we now pay for care, whether through government programs or private 

insurance, rewards hospitals and physicians for providing more and more expensive 

procedures, with little attention to the quality and outcomes. In fact, the current payment system actually penalizes providers who improve quality, lower costs, and keep people healthy.

Follow the Money

Of the $2 trillion dollars spent on healthcare, according to a 2008 Kaiser Family 

Foundation analysis, more than 70 percent is spent on care delivery including:

· 30 percent on hospitals

· 21 percent on physicians

· 10 percent on other professional services

· 10 percent on medications

· 21 percent other services and goods

Insurance program administrative costs comprise only 7 percent of the total. To find the money to pay for reform, we need to focus on where the most money is being spent and wasted – the delivery of care.

Realistic Alternative to Massive Tax Increases

The alternative to massive tax increases and further provider reimbursement cuts is a concerted effort to take waste and inefficiency out of the existing care delivery system. Examples of waste include medication errors, post-operative infections, over utilization and over capacity. The good news is that breakthrough cost and quality improvement is happening in several markets across the country.

In Seattle, Group Health of Puget Sound, a medical practice group and health plan, has been removing wastes in its system for years. A 1984 Rand study showed Group Health delivering care at 28 percent less than traditional medicine. Today, Group Health’s per member/per month costs are 15% lower than its competition.
ThedaCare, an integrated healthcare system with four hospitals and 27 physician clinics in Northeastern Wisconsin, has radically redesigned patient care. Using quality improvement tools adapted from manufacturing, ThedaCare has reduced the total cost of inpatient care by 25 percent, improved quality and increased patient satisfaction.

Gunderson Lutheran, a multi-specialty clinic and hospital system in La Crosse, Wis. has had similar success. Healthcare costs for Medicare beneficiaries during their last two years of life were half the national average, according to Dartmouth Atlas data.

Trillions of Dollars of Improvement

These real life examples can add to real dollars saved. If all hospitals in American could redesign care and achieve results similar to ThedaCare, close to $400 billion could be saved on Medicare inpatient care alone in the next ten years. A 25 percent cost reduction on the non-Medicare side could lead to an additional $1.3 trillion over ten years. If all Medicare patients were treated at Gunderson in La Crosse, it could generate annual savings of $200 billion or nearly $2 trillion in savings over 10 years. The magnitude of the opportunity to remove waste and eliminate errors in the current healthcare delivery system is staggering.

Pay for Value, Not Volume

You get what you pay for, and we currently pay hospitals and physicians for volume, not delivering value to the patient. We know reform is possible because it is happening in a few innovative places despite the perverse Medicare incentives. Medicare has set certain efficiency standards for inpatient care. When hospitals reduce length of stay below those thresholds, despite better quality outcomes and higher patient satisfaction, those hospitals are penalized with lower reimbursement.

In the ThedaCare example, the direct cost of care is 25 percent less and the quality performance is dramatically better, yet Medicare pays ThedaCare $2,000 less per case than similar patients in traditional inpatient units. There are many examples of similar Medicare rules that are significant barriers to hospitals becoming more efficient and improving patient outcomes.

Essential Ingredients of Reform

Changing Medicare rules takes an act of Congress, which rarely happens. If we must have another federal insurance program like Medicare, how do we design it so that fatal flaws hampering Medicare aren’t repeated? 

· Pay for healthcare services based on the provider’s ability to improve quality, reduce costs and improve access

· Improve the efficiency of the current delivery system by encouraging the use of improvement methods such as “lean.” Lean is a set of manufacturing principles and philosophies that eliminate waste and errors and have been proven to work in care delivery. This will improve quality, reduce costs and improve access.

· Ensure that healthcare cost, quality and value data is transparent and local. This can and is being done through local and regional health information authorities that can work directly with hospitals and physicians to aggregate and report useful and meaningful information that consumers can use to make more informed decisions about their healthcare and what it costs. Good examples of these efforts include The Minnesota Measurement Community and the Wisconsin Collaborative for Healthcare Quality.

· Allow states to implement reform plans that make sense for their citizens. States like Massachusetts and Wisconsin, which have programs that cover nearly 100 percent of their residents, should be allowed to continue with their statewide plans. 

Now is the Time

Many of us in the healthcare industry agree that now is the time for healthcare reform. Group Health of Puget Sound, ThedaCare, Gunderson Lutheran and 12 other healthcare delivery organizations in the U.S. and Canada have come together to accelerate and spread our learning on delivering better patient value.

As members of The Healthcare Value Leaders Network(, we believe we can reduce or eliminate the billions of dollars of healthcare waste through the use of “lean” principles of quality improvement and focus on delivering greater value to each and every patient we treat.

The new debate regarding healthcare reform in America should be about encouraging provider competition based on who can provide the best healthcare outcomes for the population in the most cost efficient manner. The structure and incentives in our current “illness care system” must be changed to reward physicians and hospitals that reduce waste and improve quality, ultimately leading to trillions of dollars of savings.
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