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Health System Reform: What
IS It?
(Lessons from Reform Experience.OECD, 2003)

Improved coverage for uninsured?
Extension of benefits for all? Mandates?
Improved access?
More competition among insurers/purchasers?
More competition among providers?
Introduction of IT, EMRs

P4P? Evidence-based medicine? Practice
guidelines? Technology assessment?



Health System Reforms Defy Easy
Generalization

Patient safety?

Hospital and physician payment (DRGs;
RBRVS)?

Cost controls?
Regulatory changes?
Health literacy?

New payment incentives?
Governance changes?




If Health System Reform is
Everything, Maybe it’s Nothing?

 Lawrence Brown’s taxonomy of
reforms:

-System-Improving Measures
- System-Transforming Policies

- System- Sustaining Reform
* Incremental vs. Comprehensive reform



A Synthesis of Goals of
Health System Reform?

» Better access to higher quality care at
costs that are affordable for individuals
and society?

» Can these goals be reconciled?

* |s health system reform any different than
health policy?



Machiavelli on Reform (1513)

* “There is nothing more difficult to manage,
more dubious to accomplish, nor more
doubtful of success... than to initiate a
new order of things. The reformer has
enemies In all those who profit from the
old order and only lukewarm defenders In
all those who would profit from the new
order.”

* Theory of concentrated vs. diffuse
interests



FRACTION OF TOTAL WEALTH (NET WORTH) HELD BY INCOME GROUP, 2006
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SOURCE: Edward N. Wolff, Recent Trends in Household Wealth and Income (May 2007)
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System Reform Provisions of Senate Bill

« Health Insurance Exchange and Rules
— Health insurance exchange administrative savings for individuals and small businesses

— Minimum benefit package; insurers must meet 80—85 percent minimum medical loss ratio; ability to
reject plans with unjustified premium increases prior to implementation

— Choice of private plans, new private multi-state plans developed by OPM, and consumer
cooperative plans

«  Strengthen Prevention and Primary Care
— Provide PCPs a 10% Medicare payment bonus for 5 years beginning in 2011
— Increase the number of GME training positions

— Establish a Workforce Advisory Committee to develop and implement a national
workforce strategy

— Eliminate cost-sharing for annual wellness visits and evidence-based preventive services
« Change Provider Payment
— Shared savings initiative for accountable care organizations
— Rapid-cycle testing of innovative payment methods through CMS Innovations Center
* Medical homes
» Bundled payments for hospital and post-acute care
» Authority to spread in Medicare
— Productivity improvement; reduction for high hospital readmissions
* Restructure payments to Medicare Advantage plans
« Create a private, nonprofit Patient-Centered Outcomes Research Institute
* Goals and Reporting
— Quality improvement, measurement, public reporting
— Health goals and priorities for performance improvement

Note: PCP = primary care physician.
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Exhibit 13. Premiums Rising Faster Than Inflation and Wages

Cumulative Changes in Components of
U.S. National Health Expenditures and
Workers’ Earnings, 2000-2009
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Data: Calculations based on M. Hartman et al., “National Health Spending in 2007,” Health Affairs, Jan./Feb. 2009;
and A. Sisko et al., “Health Spending Projections through 2018,” Health Affairs, March/April 2009. Insurance
premiums, workers’ earnings, and CPI from Henry J. Kaiser Family Foundation/Health Research and Educational

Trust, Employer Health Benefits Annual Surveys, 2000-2009.

Source: K. Davis, Why Health Reform Must Counter the Rising Costs of Health Insurance Premiums, (New York:

The Commonwealth Fund, Aug. 2009).



Health Care Expenditure per Capita by Source of Funding, 2007

Adjusted for Differences in Cost of Living

Dollars

[0 Out-of-pocket spending
[ Private spending

B Public spending
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2,124
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46 Million Americans
-- About 1I1n 7 —Are Uninsured

Uninsured
16%

Medicaid
9%

Employer-based
coverage
55%

Medicare
13%

Military
1%
Individual
coverage
5%

Source: Columbia University analysis of March 2005 Current Population Survey
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Health Plan Enrollment According to Type of Plan.

Drata are from Claxton et al.? Information was not 0 - ; 5 is the first year for which data

Bloche, NEJM, 2006



A ‘Government Takeover’ of Health Care?

By UWE E. REINHARDT
Uwe E. Reinhardt is an economics professor at Princeton.




La crainte d’'un Etat menacant la

liberté explique, en partie, la

place faite au marché du systeme de santée
americain

g
APDLDGE S YO Vlt;uCYW







ALTERNATIVE FINANCIAL ARRANGEMENTS BETWEEN
PATIENTS, PROVIDERS AND THIRD-PARTY PAYERS

Divide-et-Impera Financing Monopsonistic Financing

of
Care

Patients
(Consumers)

Patients
(Consumers)

| - I Providers




A Typology of Healthcare Systems

Provision Financing

Social Private Out-of-

Government :
Y " Security/NHI Insurance pocket

Government
Owned 1 2 3 4

Private not-
for-profit
/Quasi
government

Private for
profit



Healthcare Financing & Provider Reimbursement

insurance




