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CHAPTER 1

A REVOLUTION OF COMMON SENSE


It was the best of times, it was the worst of times, it was the age of wisdom, it was the age of foolishness, it was the epoch of belief, it was the epoch of incredulity . . .

—Charles Dickens, A Tale of Two Cities

The rumbling engine of the wood-paneled station wagon cut through the scorching Oklahoma summer heat as it pulled over to the curb. The radio, tuned as always to the local country station, blared Loretta Lynn’s latest hit. As I slipped into the front seat, Hal Belknap leaned forward in the driver’s seat to turn it down and shot me an apologetic look, as he always did.

Dr. Belknap—we all called him “Dr. B”—was a prominent internal medicine doctor in Norman, Oklahoma. In 1979, he had volunteered for a program that matched junior high students with community leaders, and I got lucky. For the next few years, I spent my Saturday mornings at Norman Regional Hospital, tagging along as he made his rounds and feeling rather like an extra on Marcus Welby, M.D., that popular TV show from the 1970s.

On a typical morning, we would set out to find Mabel, Fred, Hank, Rosetta, and the other patients propped up in their hospital beds, eagerly awaiting us. (Well, mostly eagerly awaiting Dr. B.) After swinging their breakfast trays to the side—careful not to spill the small cartons of milk and bowls of cereal and canned fruit medley—Dr. B would sit on the side of their beds and listen to their hearts, their lungs, and their stories. He was always deeply attentive to their medical ailments, but he also wanted to find out what was on their minds. I could see him making mental notes as he asked after their families: the granddaughter’s wedding (note: have Vicki—his nurse—send a card), the husband who had just been discharged from the hospital (note: set up home nursing visits), and the son who was moving back home (note: invite grandson to join Dr. B’s Boy Scout troop).

After completing rounds, Dr. B scrawled his practically indecipherable notes in their charts, gave instructions to the nurses, and occasionally ordered a study or lab test. A naturally sharp diagnostician, he didn’t request many studies or interventions, relying mostly on his intuition and judgment. He placed the most weight on what was best for the patient and often reminded me that less was more, even in medicine.

Caring for patients back then was less complicated, less bureaucratic, less expensive. Dr. B and his colleagues kept all their medical records on paper and carried tone-only pagers (no screens). CT (computed tomography, or “CAT”) scans were new, and MRI (magnetic resonance imaging)—my future specialty—had not yet come into the picture. Drug prices were reasonable and rarely made the news. But not everything was better when it was simpler. Most patients who had strokes and heart attacks died or were debilitated by them. We hadn’t imagined gene therapies or robotic surgeries or electronic medical records. I also never heard the words “health care reform.”

I decided back then that I wanted to be a doctor. I was certain that Dr. B had improved the lives of his patients and that it was rewarding for him, too. I set off in pursuit of this noble profession with a determined optimism.

The Journey to MD and CEO

Fifteen years later—after college, graduate school, medical school, a surgical internship, radiology residency, and a fellowship in MRI—I emerged in 1998 ready for my first real job (“Finally!” my parents said). In the two decades since I had accompanied Dr. B, medicine had changed dramatically. For one, my field—magnetic resonance imaging—had been invented. MRI radiologists were spotting small cancers early enough to save patients’ lives and sparing others from the poking and prodding of procedures such as angiograms, cholangiograms, and fistulograms. New medications like clot-busting drugs were saving patients with heart attacks and strokes. And deaths due to cancer were finally starting to decline, thanks to better prevention and new chemotherapies. As a researcher and later, as chief scientific officer at NYU Langone Medical Center in New York, I could see that the discoveries coming out of research laboratories—genomics, stem cell therapy, immunotherapy, the microbiome, and more—were offering new hope for many, even the possibility of curing the incurable.

At the same time, health care was also showing signs of changing for the worse. Doctoring involved a lot more negotiating with insurance companies than sitting at the bedside or thinking through hard-to-diagnose conditions. A series of widely cited reports from the Institute of Medicine (now the National Academy of Medicine) cast a deeply critical eye on safety and quality in the American health system. All the while, health costs were increasing so rapidly that it became clear that if we didn’t reduce the costs of care and get our system back on track, all those scientific advances might be for naught.

These realizations were weighing heavily on me when I made a visit to Boston in 2010 that changed the trajectory of my career. I went to see an old friend of mine, Gregg Meyer, an internal medicine physician who at the time was the senior vice president for quality and safety at the Massachusetts General Hospital. I was there to learn about research administration from a hospital famous for its scientific excellence.

While there, Gregg introduced me to their sophisticated electronic health records system. He told me how it was completely changing the way his hospital was approaching care. When patients turned 50, for example, the computers automatically offered them a pamphlet or DVD (the latest technology then) that explained why they should undergo a colonoscopy to screen for colon cancer. No more relying on doctors to remember. For each doctor, the computer system also tracked which of their patients with high blood pressure were getting better with treatment and which needed more attention.

Instead of getting paid for every procedure or exam clinicians performed, the hospital proposed that it should get paid for keeping patients healthy. This could include making sure they had undergone colon cancer screening and effectively lowering blood pressure in patients with hypertension. The insurers agreed. Before long, thanks to its exceptional electronic records, the Massachusetts General Hospital successfully achieved its targets. Hypertensive patients had lower blood pressures, and the hospital was rewarded with higher payments. It was a win-win.

For me, this was an epiphany. With the right tools, leaders could reinvent health care and create a system where everyone would be paid to deliver better care. I wanted to help build that future.

During that visit to Boston, Gregg also unexpectedly introduced me to health care in a state I knew little about—Utah. He gave me a book written by his colleague, physician and Harvard Business School professor Richard Bohmer, called Designing Care. It featured Intermountain Healthcare, the eminent Salt Lake City–based hospital system that had similarly used its electronic health system to achieve superior care. Utah suddenly seemed to be everywhere. That year, according to the national rankings of university hospitals, NYU had been ranked #10 in quality and safety, while the University of Utah ranked #1. When I got back to NYU, I tried to persuade my colleagues to make a field trip to Utah. As if on cue, an executive search firm rang up, asking if I might like to visit Salt Lake City. The University of Utah was looking for a new leader of its health system and academic health sciences campus. I got my trip out West, and a new job to boot.

The Front Lines

In July 2011, I began my new role as CEO of University of Utah Health, a health system that serves a large swath of the western United States: Utah, Idaho, Wyoming, Montana, western Colorado, and also parts of Nevada. By the end of my six years there, we had grown into a $3.6 billion system that included four hospitals, 12 neighborhood health centers, numerous specialty clinics like cancer, dialysis, and urgent care, and an affiliate hospital network of over 18 hospitals in the region. We employed over 1,400 board-certified physicians and had 1.7 million patient visits per year. We also owned and operated a national reference laboratory company (where each day tens of thousands of specimens were sent to us for blood analyses, genetic studies, and other tests). University of Utah Health was recognized for its health care system innovations that enabled higher-quality care at lower costs, with higher patient and employee satisfaction. In 2016, the hospital was again ranked #1 in the nation in quality and safety among all university hospitals.

As CEO, I was also responsible for over 15,000 employees and trainees. We ran our own health plan (we were self-insured) to manage our employees’ health benefits and those of many of the state’s Medicaid beneficiaries. We transformed the plan into a commercial health insurance company to take care of the health benefits programs of other employers in our community and region.

Part of the CEO job entailed serving as the university’s medical school dean and senior vice president. I oversaw scientific research and the training of the future workforce in medicine, nursing, pharmacy, dentistry, and allied health professionals. The vibrant academic enterprise gave us even more opportunities to innovate. We taught our students to work on interdisciplinary teams, connected patients with rare and undiagnosed diseases to genetic scientists, worked with our engineering colleagues to establish an innovation center that included videogames and apps for health, and learned valuable management lessons from our business school colleagues.

Over the course of these and other experiences, I have gained a deep understanding of the complexity of the US health care system—its great challenges and wealth of opportunities. And I have emerged profoundly optimistic that as a nation, we can provide affordable and high-quality health care for all. But what exactly are those challenges and opportunities? And what is the basis for that optimism?

The Maddening Paradox

By a few measures, the US health care system is one of the best in the world and, by some measures, it is one of the worst.

The United States leads the world in medical innovation, and its scientists are discovering new cures at an exhilarating pace. Patients with leukemia are being treated with their own immune cells, engineered to attack cancer cells. Cardiologists can replace the heart’s aortic valve using catheters placed through arteries in the leg, without opening the chest. Patients with chronic hepatitis C can now be cured. At the same time, some of the most ordinary but vital care isn’t being received. For example, 46% of US adults have high blood pressure, which is a risk factor for heart attack, stroke, and even dementia, but half of those affected aren’t taking the life-saving pills that can cost just ten cents per day.

Hands down, the United States spends more on health care per capita than any other nation—nearly one-fifth of the US economy goes to pay for health. That’s two to three times more than other high-income Organization for Economic Co-operation and Development (OECD) nations like the UK, Canada, Germany, Japan, and Australia, where health coverage is universal. Despite this, about 1 in 11 Americans don’t have health insurance and can’t afford care.

Cutting-edge operations and advanced treatments developed in America provide hope to patients all over the world, but here at home, we face an epidemic of diseases of despair. In 2017, while we performed 34,768 life-saving organ transplants, we lost more than 47,600 people to opioid overdoses and another 47,174 to suicide. As a result, while most of the rest of the world is getting healthier and living longer, life expectancy in the United States is declining. Babies born in the United States in 2017 are expected to live 78.6 years, 5.6 years less than those born in Japan, which places us 26th out of 35 OECD nations in life expectancy.

The prospects for a healthier future are rapidly fading: Four out of ten adults are obese, and seven out of ten are overweight, making them much more likely to suffer from back and joint pain, and, over time, to be stricken by heart disease, stroke, type 2 diabetes, and certain types of cancer. The highest prevalence of mental health problems is among young adults. Our failing health jeopardizes our national security; as of 2014, the Pentagon estimated that seven out of ten young adults in the United States would not qualify for military service, the most common reason being their weight.

The nation is paying dearly for these failures. Companies that cover employee health insurance have seen rising costs that erode their margins and hobble competitiveness. Much of that ever-rising expense has been passed on to employees, often in hidden ways like flat wages over the past 50 years. Workers are also getting hurt directly, as deductibles and co-payments soar. (There is one more insidious hidden cost: since World War II, employee and employer premiums are exempt from income and payroll tax. They aren’t a taxable benefit, the way a bonus is, which means that the government foregoes billions in tax revenue—$275 billion in 2016 alone. Taxpayers, of course, make up the difference.)

Health care is bankrupting the uninsured and the swelling ranks of the underinsured, and it’s often disappointing the millions who do have coverage. This ailing, failing system is making our nation sick—financially, emotionally, and physically. But within this seemingly barren health care crisis is not a spring but practically an ocean of opportunity.

We Pay More for Less

With health care spending rapidly approaching $4 trillion per year, the obvious but misguided solution would be to reduce expenses by cutting care, but that’s dangerous for patients and for our future. It’s not care that needs to be cut, it’s the wasteful spending that doesn’t contribute to better health. We have to stop paying more to get less. Here are a few of the opportunities most of us in health care agree on:



•We waste. The Institute of Medicine (now National Academy of Medicine) estimated in 2012 that we waste 30 cents of every dollar we spend on health care. That’s over $1 trillion per year. Some of the waste is fraud and abuse, but most of it comes from failures to care for patients properly.

•We overtreat. A substantial part of the waste is driven by overdiagnosis and overtreatment. In a 2016 survey, US physicians thought that about 20% of all medical care was unnecessary.

•We make deadly mistakes. Medical errors are the third-leading cause of death in the United States—over 250,000 deaths each year. That’s about 9.5% of all deaths, behind only heart disease and cancer.

•We practice medicine inconsistently. Clinicians make decisions without being fully informed about the latest science and without information about costs (to the patient, and overall). Physicians follow recommended guidelines only one-half to two-thirds of the time.

•We are choking on bureaucracy. In the United States, about 8% of spending on health care is spent on administration. Among ten high-income OECD nations, the figure averaged only 3%.

•Health care professionals are paid generously but waste a lot of time. The average US generalist physician makes about $218,000; specialists average $316,000. These expensive professionals waste a large percentage of their time on frustrating administrative tasks like computer data entry and disputing with insurance companies instead of caring for patients.

•We push expensive new technologies and treatments even if they aren’t any better than cheaper (or generic) alternatives. We spend double to triple what Canada and some European countries do on pharmaceuticals, mostly due to high-cost, branded drugs and the overprescription of antibiotics and other medications.

•We wait until it’s too late. About 8.5% of the US population is uninsured, and more are forgoing preventive and primary care because they are underinsured. By the time the health system sees them, we’ve missed our chance at prevention.

•We wish patients would enjoy healthier diets and more exercise, but we can’t seem to influence them to change their behaviors. As a nation, we seem to favor sugar- and high-fructose corn syrup–laden sweets and drinks (spending $4 billion on them annually), deep-fried food ($200 billion for fast food), tobacco ($130 billion), and sedentary lifestyles with plenty of screen time and video gaming ($43 billion) over healthier alternatives. Eight-minute clinic visits aren’t long enough for primary care providers to have meaningful conversations to influence these habits.

•We deny the wishes of the dying. We put people in hospitals who would be better off at home. In the hospital, we attach them to costly life support systems, even when they have asked to be left alone. While four out of five people would prefer to die at home, only one out of five does. Most people still die in a hospital or nursing home.



We are spending plenty, but not always in the right ways, and without getting what we want or what patients deserve.

The Price of Paying for Action

The root cause of this crisis is the fee-for-service system: we pay for each pill, echocardiogram, laboratory test, or operation regardless of whether it makes people healthier. Our system rewards action, not better health outcomes. It encourages overtreatment and specialty care at the expense of prevention and primary care. For example, every headache or backache warrants an MRI in a fee-for-service world, and every episode of chest pain (even if it’s just indigestion) justifies a coronary angiogram. This is the fundamental flaw of American health care.

It started harmlessly enough. When Medicare began in 1965, it simply paid all bills that hospitals submitted for procedures, tests, and operations. The more bills they sent to Medicare, the more money hospitals received. Over time, the industry developed what economists refer to as a “supply-driven demand economy.” In other words, to make money, every hospital or clinic filled its beds and loaded its patients up with tests, prescriptions, and consultations. Over the next few decades, the skylines of most urban centers were blotted by construction cranes for new hospital towers, imaging offices, and cancer centers, all of which were quickly filled with patients. Between 1967 and 1983, annual Medicare payments to hospitals shot up from $3 billion to $37 billion. By 2018, the figure was a stunning $308 billion.

In hindsight, the results were predictable. When people are paid for doing something, regardless of whether it works, we tend to do more and more of it. As Ceci Connelly, the former Washington Post journalist turned president/CEO of the Alliance for Community Health Plans, put it, “If you told me when I was a reporter that I was going to be paid by the word, my stories would have been a lot longer but not necessarily better.” The pay-for-action (or “fee-for-service”) system motivates hospitals and doctors to do things to people, and not necessarily to make them healthier. That’s backward. And dangerous.

Demanding Results not Action

Even those of us succeeding in the current fee-for-service model realize that paying for results—better health outcomes at lower costs—would radically improve our system. If our nation stopped expecting quick fixes—a prescription, a referral to a specialist, an MRI, an operation—and instead put a premium on measurably improving lives for good, then prevention would become paramount. The medical world would focus on diet, sleep, and fitness. We would make restoring mental health as important as restoring physical health. We’d try to prescribe only drugs that work and that do so cost-effectively. We’d recommend imaging studies or operations shown to be beneficial. Back operations, for example, would be reserved for the few who truly needed them, and everyone else would be told to rest or undergo physical therapy. Hospitals and clinics would standardize care, making it safer and better. And those who didn’t would go out of business.

Who Cares? I Have Insurance

If the answer is so clear, then why isn’t the nation moving faster to paying for results?

For one, many have a vested interest in the status quo. Maybe even more important, most of us don’t really buy health care, we buy health insurance. That means we don’t pay for health care directly, we pay for it indirectly, and even that is often subsidized. For about half of Americans, employers pay for most of their health care. For others, health care is a government benefit paid for by taxes. Only the 8.5% of Americans who remain uninsured pay for their health care bills directly—and mostly they can’t afford them.

With this insurance-based model, the dynamic between insurers and doctors can put them at odds with patients’ interests.

Consider a hypothetical small company, say, a book publishing house or a tech start-up with 200 employees. The president of the company engages an insurance company to provide health insurance to her employees. Each year that insurance company sets the annual premium rates based on predictions of how much health care her employees will need. The employer pays 70%–80% of the premium; her employees contribute the remaining 20%–30% through deductibles, co-payments, or coinsurance (see Notes for definitions). The insurance company then uses that pool of premiums to pay (or “reimburse”) doctors, hospitals, pharmacies, and others for the care that employees and their families receive over the year. (Instead of paying premiums to the insurer, larger employers who are self-insured will set the money in reserve to pay the health bills themselves.)

In this arrangement, better health isn’t necessarily everyone’s goal: Insurers who pay doctors and hospitals for care are incentivized to spend as little as possible on a patient’s health. The less they pay out, the more profit they make. Conversely, in a pay-for-action model, most doctors and hospitals are incentivized to spend as much as possible. This means patients—or more precisely, their premiums—are the rope in an annual trillion-dollar tug of war. Doctors and hospitals pull by ordering more tests and operations; insurers yank back by denying those services or adding restrictions like “prior authorization” paperwork for expensive medications and tests. When hospitals or doctors charge more than insurers are willing to pay, patients can get caught in the middle and be asked to pay the difference, leading to so-called “surprise bills.”

Usually, we expect competition in the market to drive innovation that leads to better services at lower costs. Not so here. Because we have an insurance model of paying for health care, the normal economic rules of the market don’t readily apply. For the insurance model to work, many healthy people have to enroll in a plan to offset the costs of unhealthy people. That’s a great deal for those who need expensive medications or a knee replacement, but a lousy one for those who don’t expect to use a lot of services. When healthy people opt out of such plans, leaving just the sicker (and more expensive) in the pool, premiums go up, and even the moderately healthy people are priced out.

This also means people who are insured have more incentive to get care they think they have already paid for, especially once they’ve spent their deductible. (“Use it or lose it!”) That drives costs up for everyone. Leonard Saltz, a doctor at Memorial Sloan Kettering Cancer Center in New York City, explained it to me this way: “It’s like a dozen of us go out to dinner, and we’re going to split the check. You cleverly realize you might as well order the surf ’n’ turf instead of a cheeseburger, because you’re going to pay the same amount, regardless. That works until everybody orders lobster, and all of a sudden the check is much higher. That’s where we are in health care.”

When you take your child with a sore throat to the emergency room for a strep test that could be done in the clinic, undergo an MRI you probably don’t need, or fill unnecessary prescriptions—say, for an opioid pain medication or an antibiotic for a common cold—you (or the doctor who prescribed it) are piling on more and more “surf ’n’ turf.” And all of us are paying that grossly inflated dinner bill at the end of the night, which, in health care, means higher premiums for everyone next year.

What Are We Paying For?

Progress in fixing US health has been held up by its daunting complexity, polarized politics, and many entrenched interests. Some argue for radical change—that the only solution is for the private insurance companies to be replaced by the federal government. Others believe in a totally free marketplace (including moving government-run programs like the Veterans Health Administration and military medicine to the private sector). Regardless of whether the payer is the government, an employer, or an insurance company, the root cause of our problem still needs addressing:

It’s not who runs the system that matters, it’s what they pay for that needs to change radically.

A Tectonic Shift Away from Fee-For-Service

The good news is that things are changing. The Centers for Medicare & Medicaid Services (CMS) are shifting away from fee-for-service to new value-based payments and “alternative payment models.” CMS pays for $1.3 trillion (37%) of US health care, so it’s like the old E.F. Hutton commercial: when CMS talks, “People listen.”

In 2012 in Utah, we listened attentively. First, the state’s Medicaid office announced that as of January 2013, it would no longer pay our hospital and clinics on a fee-for-service basis for its beneficiaries. Instead, we would receive a fixed allocation to cover care for each person for the year. (The amount would be adjusted depending on the medical conditions the patient had.) Within that budgeted amount, we had to meet expectations of high-quality care to keep the Medicaid contract going forward. We were going to get paid for results, not action.

Second, Medicare announced it would begin the Bundled Payments for Care Improvement pilot project for total hip and knee replacements (two of the most common procedures in the United States). In this program, Medicare would pay hospitals a fixed (predefined) fee to cover preparation for the operation, the surgery itself, and all the medical care necessary for 90 days after the surgery. If the patient got an infection and had to be readmitted to the hospital after the operation, it would be at the hospital’s expense. If the hospital spent less than the allotted dollars, it could share in the savings.

These two announcements were a shock to the system. We realized that our future success depended more on delivering better outcomes at lower costs than on how effectively we could bill for yet another MRI or yet another operation. We felt unprepared.

Leading Innovators

Fortunately, at the University of Utah I led a high-performing organization that could afford to think boldly. Our innovative leaders embraced change, and we were keen to put our collective toes—as a community of clinicians, patients, and their families, and as one of the state’s largest employers—into that ocean of opportunity. Like other hospitals across the country, we studied industries outside of health care that had spent decades competing on who could deliver better services at lower prices. We had a lot to learn.

For example, in thinking about customer satisfaction, the Utah team borrowed lessons from other high-consumer-experience companies like Apple and In-N-Out Burger. In 2012, we were the first hospital in the nation to post all our patient satisfaction scores and comments online (more on this in Chapter 7). Medical centers like Geisinger Health in rural Pennsylvania and Virginia Mason Medical Center in Seattle taught us how they’d adopted lessons from Toyota’s assembly lines to “manufacture” better health (more in Chapter 4). Inspired by the safety checklists that pilots use before takeoff, surgeons in hospitals across the country started requiring completed checklists before each operation to make sure an important step wasn’t skipped—for example, making sure the patient was the right Mr. Jones for brain surgery.

These lessons helped make University of Utah Health consistently one of the safest teaching hospitals in the country. Better care, fewer mistakes, shorter stays, and fewer readmissions to the hospital all lowered the costs of care, too. All this made our business stronger than ever. We showed that in this new environment that was challenging us to change, a major health system could both do good and do well.

Minding the Widening Gap

Our challenges of improving health for Utahns were a lot like those facing the nation. Beyond the debates about Medicaid expansion, rising out-of-pocket costs were placing good health care out of reach of even insured Americans. And for the uninsured, lack of access to health care was reaching a crisis, one that has disproportionately affected the poor. In 2018, those living below 100% of the federal poverty level (income of less than $25,100 for a family of four) were five times as likely to be uninsured as those at or above 400% of poverty (16.3% versus 3.4%). Insurance coverage wasn’t the only line that divided the haves and have-nots of health care. Rural Americans, like many in Utah, make up 15%–20% of the population and are sicker (more heart disease, more cancers, and more accidents, for example), older, and poorer than their urban counterparts. Race and ethnicity are associated with significant differences in health outcomes. Black Americans are more likely to be afflicted with diseases like heart attacks, stroke, and breast cancer, and more likely to die from them. More education also predicts better health. Any action plan for improving the health of Americans has to recognize these disparities in outcomes and bridge the gaps.

From Utah to Verily

After six years at Utah, I took a one-year sabbatical to do more research to study how other exemplar organizations were improving care in their communities. Besides these visits I interviewed about one hundred patients, clinicians, insurance executives, policy experts, community leaders, employers, journalists, and more. I was also introduced to a wide range of inspirational people and ideas by attending conferences at the National Academy of Medicine and the Institute for Healthcare Improvement, and others, as well as by serving on a number of expert panels and boards such as the Defense Health Board of the Department of Defense (advising on matters of the Military Health System) and the Commonwealth Fund Board of Directors. Across the nation, I discovered more real and practical solutions for how we all, working together, can build a safer, better, and cheaper health care system.

During this sabbatical year, I became convinced that accelerators of change are needed from outside the traditional system, and include technology and Big Data. That’s what drew me to a new role: I became the president of Health Platforms, at Verily, the health care company of Alphabet and Google. Verily is using the data, new sensors, and machine-learning capabilities of one of the largest global technology companies to improve health. (In this connection, let me just say unless I specifically mention it, I do not have a financial interest in any product that I discuss in this book.)

A Revolution of Common Sense

This book tells the stories of some of the committed individuals on the front lines who have experimented with new ways of practicing, built pilot programs, tested new technologies, and forged new partnerships to lay the groundwork for better care and a more workable system. In this book, I synthesize and distill our collective ideas for this revolution of common sense into five main imperatives:



1.Pay for results instead of action (Chapter 1). The best investments in health engage people and keep them healthy at home and independent and recognize the vital roles families and communities play (Chapter 2). Within hospitals and clinics, paying for health instead of paying for action creates the opportunity for health insurers and physicians to work together (instead of at odds with each other) to keep people healthier (Chapter 3).

2.Run health care delivery systems like businesses competing to deliver better health at lower costs. Start with the highest priority of all: Make health care safer. Reduce medical mistakes by adapting better management models from other industries like manufacturing and aviation (Chapter 4). Improve the quality of care by making it easier to learn from experience, and tap into people’s intrinsic motivation to continuously improve (Chapter 5). Build tools that measure the costs of care as the first step to contain rising costs (Chapter 6). Treat patients like customers in the center of the health care universe and engage them as the most important coproducers of health (Chapter 7).

3.Demand that other health industries also compete on making people healthier at lower costs. Pharmaceutical and device manufacturers should compete on the cost-effectiveness of their treatments. Entities like Medicare, which represents millions of patients, should be able to negotiate drug prices, armed with data about their effectiveness (Chapter 8). Patients’ electronic medical records should be used for the benefit of their health and to help doctors and hospitals improve the delivery of care (Chapter 9).

4.Learn from the successes of employer-driven (Chapter 10) and government-run health systems (Chapter 11). Invaluable lessons from both models help us imagine a better health care system for America.

5.Implement an action plan for the Long Fix that builds on the vital roles that everyone needs to play (Chapter 12).



The journey to better health won’t happen with a quick fix. As my old mentor Dr. B used to say, it may take a little more time than we expect, but it’ll be worth the ride.





CHAPTER 2

AN APPLE A DAY KEEPS THE PATIENT AWAY


How do you give the best care possible to people who are becoming more frail and more fragile . . . so they get to achieve what they really want, which is to be home?

—Nancy Guinn, medical director,
Presbyterian Healthcare at Home

“Go see that crazy Chinese doctor who takes care of all the poor Cubans!”

Chris Chen grins as he tells me how people used to rave about his father’s clinic in Miami. His father had started as a typical primary care doctor in private practice. He was paid “fee-for-service,” which meant the more patients he saw, the more he earned. Then in south Florida in the early 1990s, a few insurance companies started experimenting with new ways to pay doctors. Instead of fee-for-service, they gave them a fixed amount per patient each year. If a patient needed expensive imaging, costly drugs, or long hospitalizations that added up to more than that amount, it was the doctor’s problem.

Chris’s dad (the doctor) and mom (the office manager) experimented in this new model. They welcomed referrals, but other doctors sent them only their frailest and poorest patients, the ones they knew would be grossly unprofitable under this new way of paying. That’s how Chris’s parents began with 250 of the sickest people in Miami—people who would have been almost impossible to keep well at any facility, at any price. It looked as if the Chens had signed up for a financial suicide mission.

Because resources were scarce and their patients’ needs were many, the Chens decided to focus on primary care and prevention. Their fragile, elderly patients had to be seen frequently by doctors—once they got sick, it would be too late—so they set up monthly visits, even if there was nothing wrong. Getting to the clinic would be tough for many of them, so the Chens provided free door-to-doctor transportation. (They worked out that averting the cost of just one ambulance ride and hospital stay could pay for a year of shuttle service.) They opened a pharmacy in the clinic so their patients could conveniently, cheaply, and reliably fill prescriptions. And since their patients often had complex needs, physicians in the clinics conferred several times a week about how best to treat those who weren’t doing well.

Somehow, that “crazy Chinese doctor” and his wife not only provided outstanding care for their patients—including many who often didn’t have enough to cover co-pays or deductibles—but they also managed to make them healthier: they reduced hospitalizations, and even more amazingly, they broke even financially. Out of desperation, the Chens invented a better way to do health care.

The Chens’ model of care was particularly well suited to the Medicare Advantage programs that were rolled out starting in 2005. In the new model, Medicare allows insurance companies like Humana or Blue Cross Blue Shield to make special arrangements with physician practices. From Medicare’s payment for health care for a group of seniors, the insurers can take their share up front for administrative costs plus profits—15%, say—and give the remaining 85% to groups like the Chens to run their clinics, cover prescriptions, pay doctors, run shuttles, and even pay for hospitalizations or nursing home stays. If, at the end of the year, the Chens and their colleagues spend less than the 85% they received from the insurers, they pocket the difference. By 2020, Chris Chen, a doctor and the CEO of his family’s company ChenMed, introduced this model to more than 50 primary care practices for seniors in states like Florida, Illinois, Louisiana, and Pennsylvania.

The catch is that in order to get paid, these groups must meet stringent goals for keeping patients healthy and satisfied. People in these Medicare Advantage plans can change doctors at least once a year, so quality and patient satisfaction are high priorities for medical groups like the Chens. (Their free shuttle service and onsite pharmacy are not only good for health, but they also keep their patients happy.)

The ChenMed model is also surprisingly attractive to physicians, who enjoy having the time and the tools to take better care of these seniors. Instead of signing up as many patients as possible, which is the only way to make money in the traditional pay-for-action model, physicians in these Medicare Advantage programs have fewer patients and spend more time with each of them. Primary care doctors in the United States typically manage over 2,000 patients each; a ChenMed physician has between 350 and 600. Sofia Recabarren, a primary care physician who sees patients at a ChenMed clinic in Miami, treasures the 40 minutes allotted for each new-patient visit and the 20 minutes for follow-up appointments—twice the time she had in her old job in New York City. “You actually know their meds,” she says. “You know what’s going on in their lives.”

That extra time matters. Chris Chen told me about a 400-lb. woman who, whenever she was asked what she had for breakfast, lunch, and dinner, always gave answers that suggested she was eating sensibly. Chen was baffled over why she couldn’t lose weight. One day, the woman’s daughter came with her mother for a follow-up visit. She thanked Chen for continuing to try to help her mom and then asked, “Can you get her to stop eating that bucket of Kentucky Fried Chicken at midnight?”

ChenMed makes money by keeping patients out of the hospital. To reduce the risk of falls and broken hips, Recabarren created a class for her patients in which she tests how well they can see, checks their balance, makes sure their shoes fit well, and even gives tips for staying hydrated. She also encourages them to sign up for the clinic’s free Tai Chi or yoga courses.

ChenMed clinics also understand that a person’s health is inextricably tied to their happiness. That’s why they host monthly birthday bashes for patients. Their vans will bring patients to these popular events and take them home after they’ve had their fill of cake, dancing, and gossip. The ChenMed doctors aren’t the only ones who understand that loneliness is a killer. All over the world, physicians are starting to treat social isolation as a disease. In 2018, the British government appointed its first “minister for loneliness.”

The profound lesson learned by Chris Chen and his parents is that it’s far more effective to care for people before they get sick, and it’s also cheaper. In Miami, ChenMed lowered the number of days spent in the hospital by 38% for their patients compared to the regional average. Because their clinics can usually find a way to see patients immediately, they also have fewer expensive emergency department visits. Chen says clinics that adopt the ChenMed model see at least a 25% increase in profitability. Applying similar models, California’s CareMore Health, Chicago’s Oak Street Health, Providence, Rhode Island’s Coastal Medical, and Boston’s Iora Health also have had impressive results.

Rushika Fernandopulle, a Harvard-educated physician born in Sri Lanka, founded Iora Health in 2011. He has given a lot of thought to the challenges of scaling this kind of medical care across the nation for seniors, and more broadly, for all Americans. He shared with me the key challenges:

First, when people move to clinics like Iora Health or ChenMed, they often have not been getting all the recommended screenings, filled all their prescriptions, or gotten all their vaccinations because their rushed clinicians haven’t had the time. Iora Health makes sure they do when they sign on. That’s good for the patient, but it can be a costly onboarding for the medical practice. Preventive medicine take time to prove its worth. It’s not a quick fix.

The second challenge is that it’s more costly to run these primary care clinics than the usual 30-patient-per-day fee-for-service office. Fernandopulle estimates that an Iora clinic costs twice as much per patient for a regular clinic visit. Clinics also employ health coaches—three per doctor—who come from the community, speak the language of the people they serve, and help them learn how to eat healthier foods, reduce stress, understand their illnesses, and navigate the health system. And yes, they offer Zumba and yoga classes. To Fernandopulle, just like to Chen, it’s worth it. Spending more on primary care reduces hospitalizations, emergency room visits, and specialty care visits by as much as 30% or more.

Finally, for businesses like Iora Health, the capital investment is considerable, especially the need to build homegrown information technology tools like Iora’s “collaborative care platform” to coordinate and communicate seamlessly about all dimensions of a patient’s care—laboratory testing, follow-up visits, and check-ins—on a single system. (ChenMed also uses their own homemade system.)

On top of all these costs, Chris Chen adds that it isn’t easy to recruit and retain the right kinds of doctors, like Sofia Recabarren, who are skilled in practicing medicine the way Dr. Belknap used to in the 1970s. Fernandopulle agrees.

Despite these challenges, Medicare Advantage is popular and growing. By 2025, about 38 million seniors—half of all eligible—are projected to sign up for the program. Not all of them can get care in practices with shuttles and yoga classes, but if groups like ChenMed and Iora Health have their way, they will soon.

Family Docs

Most doctors aren’t accustomed to thinking about prevention. They’re taught in medical school to diagnose what’s broken and fix it. There are, however, a few notable exceptions who practice holistically. Consider, for example, those who care for our children and seniors.

Christine Stern is a pediatrician at NYU Langone Medical Center in New York City. She’s warm, energetic, and endlessly curious, and she always enters her exam room with a smile. Only the stethoscope around her neck marks her as the doctor. She sits at a desk computer but faces her patients as she talks. How’s school? Made any new friends? What time do you go to bed? What time do you wake up? Do you eat school lunch, home lunch, or out lunch? Do you like vegetables? Do you play sports? Despite her casual tone, she is intensely focused on the overall health of her kids, which means looking at all aspects of their well-being: physical, mental, emotional, and social.

Primary care physicians—pediatricians, family medicine doctors, and geriatricians, for example—tend to think less is more. Prescribing fewer medications for the elderly can lower the risks of side effects. Avoiding unnecessary antibiotics for coughs and colds reduces antibiotic resistance in kids. Canceling annual electrocardiograms for patients who have no symptoms and are at low risk of heart disease simply makes sense. These clinicians also know it’s important to be aware of troublesome social dynamics, whether it’s isolation for the recently widowed or bullying in middle school. Their aim is to prevent the preventable, whether it’s the flu (Get vaccinated!), falls (Stay hydrated! Avoid trampolines!) or hospitalizations (Take your meds!).

Prevention isn’t always attractive for patients, especially when they’re feeling fine. No one looks forward to getting jabbed with a needle for a vaccination or probed with a colonoscope. Mammograms are uncomfortable and stressful. Skipping desserts is a downer. Quitting smoking is hard. Even brushing and flossing your teeth can be a drag.

The solution may be to make prevention more fun, or at least more engaging.

A Spoonful of Tech Helps the Medicine Go Down

The first video game designer I ever met was Roger Altizer, a ginger-haired and ginger-bearded fellow who, despite living in Salt Lake City at the base of the Wasatch Mountains, wears Hawaiian shirts year-round. When asked about his favorite innovation of all time, he doesn’t pause before replying, “The long-sleeved Hawaiian shirt.”

Altizer is a games journalist turned video-game professor at the University of Utah. About two-thirds of all Americans play video games, and they spend over $43 billion a year on this pastime. Altizer and his students invent and design games for them.

When I was CEO at University of Utah Health, I invited him to spend some time with my hospital colleagues. His takeaway: doctors don’t understand regular folks all that well. For example, they are always showing people numbers on pieces of paper. He furrows his eyebrows, and asks, “But what do these numbers even mean?” If, say, we are worried about a patient with prediabetes whose blood sugar (glucose) level is 350 mg/dL, we can tell the number is abnormal because it is above the normal limit of 140 mg/dL. But then Altizer wonders: Is that a little bad, sorta bad or really, really bad? Like do some people have numbers around 2,000?

A few weeks later, Altizer shows me what he was thinking. He hands me a pair of virtual-reality goggles, and with them I see a plot of hypothetical blood sugar levels over time. I have to look up to see mini-peaks that correspond to numbers that are a bit high, 160 mg/dL or 200 mg/dL. But for a number like 350 mg/dL, I have to tilt my head way back just to see the top of that peak. “Now you know—your body knows—that number is way too high,” Altizer says. A number on a piece of paper now feels real.

With a little help from people like Altizer, we can be a lot more imaginative about improving health, not just understanding these numbers but also doing something about them.

The Virtues of Virtual Health

Stephen King (not that Stephen King—he’s quick to point out that he is, unfortunately, not the writer of any best-selling horror novels) hails from Marietta, Georgia. A few years back, he was diagnosed with prediabetes. Then one day, he felt nauseated and dizzy. He went to the emergency room, where his blood sugar (glucose) tested high—440 mg/dL—Mount Everest level high in Roger Altizer’s virtual world. King was diagnosed with type 2 diabetes, meaning his body can’t transfer glucose from his bloodstream into his cells because they’ve become resistant to insulin. Unmanaged, high levels of glucose in the blood slowly damage the kidneys, the eyes, and blood vessels of the heart and legs.

If diabetic patients like King can keep their blood sugar levels in the normal range—through diet, oral medications, or, when necessary, insulin injections—they can stay healthy and live as long as people who don’t have diabetes. But keeping blood sugar levels in the right range isn’t easy. To avoid excessive swings in either direction, people with diabetes must check their glucose levels multiple times a day. To do that, they prick their finger and place a drop of blood on a test strip that is analyzed in a glucometer machine.

Despite trying hard for a year, King couldn’t keep his glucose levels in the safe range. Then his health insurance company offered him the chance to try a new program called Onduo, a “virtual diabetes clinic.” (Onduo is a joint venture between Sanofi and Verily. I am an employee and shareholder of Verily.) King got a kit in the mail that had a new kind of technology, a continuous glucose monitor (made by Dexcom and Verily). It’s a quarter-sized device that automatically inserts, almost imperceptibly, a tiny wire under his skin. It stays pasted to his arm (or abdomen) for about ten days. (It is fine in the shower and even in a pool.) And it contains a tiny Bluetooth chip that transmits blood sugar values to a smartphone app, 24 hours a day.

For the first time, King can see directly what happens to his blood glucose levels when he eats a burger or drinks a soda. He can see the difference between a diet soda and a regular soda. Instead of the dreary food journal (a typical part of a diabetic patient’s regimen), King takes photos of what he’s eating. Computer vision technology recognizes over a million meals and snacks and counting. Some diabetics get a big kick out of having their phone recognize new foods, like the Ma Po Tofu from the neighborhood Chinese restaurant. It’s preventive medicine, but it’s also fun.

Patients can then visually associate what they eat and how their bodies respond to those foods. They can also collect other information, like exercise data from their fitness tracker. Through texting or video chats, they connect with a health coach who offers tips, like pointing out that the high-fructose corn syrup in King’s beloved soda was wreaking havoc on his blood sugars. That one change—eliminating sugary sodas—was key to keeping his blood sugars in range. Just as pleasing, in his first six months in the program, he lost over 20 pounds.

Several doctors I’ve spoken with believe that all adults should hook up to one of these continuous glucose monitor devices for at least a couple of weeks, even if they are not diabetic. A tech company CEO did just that and told me the experience changed his life. Seeing how a handful of M&Ms from the office candy jar caused his blood glucose levels to spike, and also realizing how closely glucose numbers correlated with his overall sense of well-being, changed his outlook, and his habits.

Mentally Fit

Just as important as physical fitness is mental well-being. In 2017, nearly one in five Americans had some form of mental illness, and one in twenty-five experienced serious mental illness that substantially interfered with life activities. Keeping people mentally well is key to keeping them in good physical health, too, because mental health and physical health are inextricably linked. One study showed that people with mental health or substance abuse problems ended up using 2.5 to 3.5 times as much health care as those who were otherwise the same but who didn’t have mental health problems. Most of the extra spending was for medical services.

Smartphone-based digital health solutions, like Onduo for diabetes, can give people access to mental health support any time, any place, and potentially at considerably lower costs. The most popular apps are designed to help manage stress, anxiety, and depression. Some even give you access to a live (streaming) therapist—a doc-in-a-pocket of sorts.

This portable version of videoconferencing between a patient and clinician, referred to as telehealth or telemedicine, can get health care, mental or physical, to people living in remote areas and regions with shortages of specialists.

Tell It to the Telehealth

At the University of Utah, we had plenty of reasons to use telehealth. As a major referral center for Utah, Idaho, Wyoming, Montana, and parts of Nevada and western Colorado, the university cares for patients from a region spanning 10%–15% of the geographic landmass of the United States. When patients go home 600 or 700 miles away from their doctor, they can check in via video. At a session I observed, a young woman from Wyoming recovering from a burn on her right wrist and arm waved hello to us in Salt Lake City via videoconference. She repeatedly bent her wrist forward and backward while the physical therapist measured the angles of her wrist on the screen as she encouraged the patient through her exercises.

Beyond patient-clinician interactions, physician-to-physician videoconferencing can help specialists coach primary care doctors practicing in remote areas as they care for patients with complicated conditions. In this tech-enabled “teach-a-man-to-fish” approach, the computer screen becomes a grid, one box for each doctor calling in from around the region. It’s reminiscent of a school show-and-tell; each participant shares the medical circumstances of their patient and asks the convening expert for advice. Terry Box, a hepatologist who himself is a liver transplant recipient, directs the University of Utah’s Project ECHO program. I observed a session on hepatitis that had a dozen physicians calling in from across the region. With each case, the bow-tied Box elaborated in his Texan drawl on the underlying principles of his recommendations—how to test for acute versus chronic hepatitis B infection, for example. Sixty minutes later, with all their questions answered, the doctors online had received the equivalent of a short course in acute and chronic hepatitis.

Project ECHO has expanded in Utah to cover a number of other kinds of care, including child and adolescent psychiatry. Primary care doctors and pediatricians call in for advice about teens with eating disorders, depression, anxiety, and other mental health disorders. Board-certified child psychiatrists teach them how to manage some of the most common conditions. After a while, the doctors learn enough that they can stop calling in as regularly. That’s a big win for the doctors and their patients.

Telehealth may prove just as useful in urban and suburban settings, saving patients the need to travel or miss work for care. But it has been slow to achieve national adoption because Medicare and most private insurers have been reluctant to pay for it as they do in-person visits. In the Kaiser Permanente health system based in California, which includes a major insurance plan, hospitals, and a large group of physicians, telehealth has been routine for all physicians since 2014. Doctors can respond to questions quickly, and patients don’t have to leave their homes or offices to be seen. Children with rashes or suspiciously red eyes can quickly get a once-over from a pediatrician. The Kaiser health insurance plan encourages doctors to practice telehealth because it is more cost-effective. The same is true for the Veterans Health Administration system. These are the exceptions. If commercial insurers and Medicare were paying for results instead of action, they’d recognize the value of telehealth.

From Farm to Farmacy

Health systems like ChenMed that are paid to keep patients healthy recognize that what happens to patients in their clinics is often less important to their health than their circumstances at home: whether they are financially secure, have access to fresh food, live and work in a safe environment, and have adequate access to transportation and housing. It makes sense for them to care about these matters, to visit patients at home to see whether carpets are fraying (a tripping hazard), whether the shower needs a support rod (to prevent a fall), and even peek inside the refrigerator to make sure their patients have enough to eat. That is preventive care at its smartest and most caring.

For example, one Kaiser Permanente patient with diabetes was struggling to keep her blood glucose levels under control, and her doctors were worried. When Nirav Shah, a physician who was then the chief operating officer for Kaiser Permanente in Southern California, asked her what the problem was, he discovered that she didn’t have a refrigerator for her insulin. Shah said the decision was easy for Kaiser: “Buy her a fridge!”

At Geisinger Health, a health system and insurance company based in Danville, Pennsylvania, a patient can get help stocking that fridge through their Fresh Food Farmacy, a program established by then CEO David Feinberg and his physician wife, Andrea Feinberg. It’s hard to worry about eating enough fresh fruits and vegetables when you’re uncertain about your next meal (in 2018, 14.3 million American households reported “food insecurity”). Touting the slogan “Food as Medicine,” their program signs up diabetic patients who are food insecure and who have difficulty managing their blood sugars. The Farmacy “prescription” entitles them to enough food to prepare two meals a day, five days a week, and includes recipes and hours of online and in-person diabetes education.

Cincinnati Children’s Hospital runs a similar program in partnership with Freestore Foodbank to provide shelf-stable food—plus bimonthly offerings of fresh fruits and vegetables—from the pantry in the medical clinic. Cincinnati has one of the highest rates of child poverty in the nation (almost half of all children live at or below the federal poverty level). Besides running the pantry, hospital staff also provide connections to social work, legal assistance, SNAP (Supplemental Nutrition Assistance Program) food stamps, mental health support, and transportation services.

Anita Brentley is the Cincinnati Children’s Hospital’s community engagement consultant. She talks animatedly about the power of family engagement and activation. At hospital meetings, “I’m a rabble-rouser,” she says, “I sound like a broken record. . . . What about the families? Have we asked the families?” She tells me that third-grade reading level is one of the best predictors of long-term health, which is why her community is focused on school readiness for kindergarten.

Brentley introduces me to Mrs. J, the octogenarian who owns her own hair salon and leads the “Granny Group.” Her Grannies call families to remind them of their promise to read to their children twice a week. They help collect and distribute over 1,000 books. When the adults don’t know how to read, the Granny Group sets up reading lessons for them, too.

Brentley is proud of what the community is accomplishing and hopes others will do the same. “We are not looking carefully enough at the power of our partnerships with our families,” Brentley says. Whether it’s school readiness, running the food bank, managing domestic violence support groups, or supporting home health visits, she says that families and communities are an untapped resource for improving health.

The medical staff of a children’s hospital providing support for nonmedical services probably sounds brilliant to Yale researchers Elizabeth Bradley and Lauren Taylor. In their book The American Health Care Paradox: Why Spending More Is Getting Us Less, they convincingly demonstrate that Americans spend more to get less health because we spend far too little on social services like housing, nutrition, education, environment, and unemployment support. Those aren’t traditional investments for health insurance companies or hospitals, but many are starting to think about it, especially in partnership with community programs. As they do, they begin to learn that, like Mrs. J’s Granny Group, communities do more than provide social services—they foster trust.

From Pastors to Beauticians

Gbenga Ogedegbe is equally comfortable in the hospital wards of New York University and the churches and barbershops of Harlem and around New York City. He’s traveled the world to get to those two places; from his native Nigeria, he attended Donetsk University in the Ukraine to study medicine, and now he directs NYU’s Center for Healthful Behavior Change. Ogedegbe has been a pioneer in engaging community groups to rally around health. For example, his Center’s federally funded studies show that pastors, trusted leaders in the community, are effective in persuading African American men in New York City to undergo colon and prostate cancer screening tests and to manage their blood pressure better. Barbershops, senior centers, and beauty salons are also terrific places to educate people about screening tests (talk about a captive audience).

Increasingly, he and others have been exploring how technology can enhance community connectivity, even for those who are housebound.

Housebound but Digitally Connected

An indefatigable woman with a perfectly coiffed puff of silky white hair, Karen Feinstein leads Pittsburgh’s Jewish Healthcare Foundation. Among their initiatives for the elderly, the Virtual Senior Academy encourages participants to sign up for a wide range of discussion groups, a culinary tour of Italy, a virtual tour of the latest exhibit at the city’s Andy Warhol Museum, a demonstration of how to create a blown-glass vase, and a monthly book club, among other such activities. Peppered throughout those offerings are classes on managing blood pressure and lung disease and other health-related topics. During the sessions, attendees appear on the screen in a modern-day “Hollywood Squares” grid—one square shows a woman at home, another captures a room of eager discussants around a table at a library, a third reveals a man and his dog on a couch. The program is free and easy to use. Anyone in Pittsburgh over 50 can sign up. Chair Yoga is a perennial hit.

Feinstein and Brentley will tell you that people who are connected with their communities are better off at home when they are healthy, and even when they aren’t.

Just Say No to Hospitals

Stanley, a 97-year-old former captain in the US Air Force during WWII, had failing kidneys but did not want dialysis. (He did not want the hassle of getting to a clinic three times a week, each time spending four hours tethered to a blood-pumping and filtration machine.) Stanley hadn’t been feeling well for a couple of days and came into the Mount Sinai Hospital emergency department in New York City with a fever. According to his chest X-ray, he had pneumonia in both lungs—probably because he had aspirated some food—and very low blood pressure, which meant he was probably dehydrated. In almost any hospital, doctors would have admitted him for intravenous antibiotics and hydration. But Stanley refused to be hospitalized. Each time he had been admitted recently with a bout of heart failure or something else, he had experienced delirium at night and had left a little worse off.

His doctor, Al Siu, was sympathetic. Siu, a geriatrician and former head of the department at Mount Sinai, had secured funding for a Medicare pilot project for patients like Stanley. He made him this offer: Stanley could go home and be cared for by doctors and nurses there. In the Hospital at Home program, Mount Sinai would deliver equipment to his apartment—an intravenous infusion pump for the antibiotics, a pulse oximeter to measure the amount of oxygen reaching his blood, maybe an oxygen tank in case he needed extra oxygen while his lungs were healing. A nurse and sometimes a doctor would visit him every day, in person and also by videoconferencing.

Stanley agreed, and after a few days at home, he started to get better.

Since the mid-1990s, Bruce Leff, a physician at Johns Hopkins Medical Center, has been advocating for the Hospital at Home model. Clinicians send patients home with a range of conditions they ordinarily would be hospitalized for: dehydration, urinary tract infections, and skin infections, for example. Even serious conditions like heart failure, lung disease, or pneumonia can be managed at home. Physicians visit daily; nurses might come for as long as two hours once or twice a day. Home health aides help bathe patients or prepare light meals. The team can help patients manage their medications and maintain a healthy diet. If a patient’s condition deteriorates, nurses get to them within 30 minutes.

Hospitals in the UK, Australia, New Zealand, and Japan have been doing this for years. They’ve shown that caring for patients at home is a sensible strategy. Patients are safer and fare better. In US hospitals, 5% of patients acquire a serious infection. That figure is almost negligible in the home. Most patients sleep much better in their own beds than in the hospital. One in five hospitalized elderly patients suffers from severe confusion or delirium, as Stanley had experienced. Getting out of bed unassisted in the unfamiliar environment leads to falls, broken bones, and often a subsequent loss of independence they never regain. On the other hand, if patients stay in bed too much, they may suffer from blood clots in the legs, bedsores, and often a loss of mobility. Being away from home also spawns other worries, like who is looking after pets or the garden.

Leff has advised hospitals like Mount Sinai and Presbyterian Healthcare Services in Albuquerque, where programs like Siu’s are working and cost-effective. Nancy Guinn, the family medicine physician who leads Presbyterian Healthcare’s Hospital at Home program, says the majority of patients opt for care at home when offered. Presbyterian’s health plan pays the program a fixed rate that is 75% of what the hospital would have recieved had the patient been admitted to the hospital. The actual costs are only 70%–80%. Despite the success of its pilot project at Mount Sinai, Medicare has been slow to pay for Hospital at Home care. Doing it well requires investing in technology, training nurses, therapists, and doctors in new kinds of skills, and fostering a shared sense of responsibility for its success. Under those conditions, it can be a win-win-win for the health plan, the hospital, and most importantly, the patients.

The Action Plan for Proactive Health

A pay-for-results system prioritizes preventive medicine and recognizes that family and community programs can help keep all of us healthier outside the walls of clinics and hospitals. New technologies give people tools to manage their health more effectively, connect them with social support, and provide people in rural and underserved communities access to expert care. Most importantly, addressing poverty, food deserts, inadequate housing and transportation are vital to any health readiness strategy. The stories from the front lines, like Food Farmacy or Hospital at Home, are promising, but progress is slow.

In shifting from a reactive to proactive health care system, we all have a role to play.

As a patient, you should:



•Do what you can to keep yourself and your family healthy, such as making sure you eat, exercise, and sleep as well as possible, and, if applicable, stop smoking.

•See your primary care physician regularly for appropriate preventive care, like vaccinations and cancer and cardiovascular screenings, and both physical and mental health care.

•Take advantage of telehealth, texting, email, and video chat options with physicians and other health care providers. Try mobile health or virtual clinics when offered.

•If you are Medicare eligible, seek out innovative Medicare Advantage clinics or similar accountable care organizations (ACOs) where physicians practice pay-for-results care.



As a physician or other health care professional, you should:



•Work in hospitals and clinics that reward you for better patient outcomes, and emphasize prevention and patient well-being, such as ACOs.



As a payer, such as a self-insured employer, government entity, or health plan, you should:



•Support reimbursement for new models of care such as Hospital at Home, mobile health/virtual clinics, and telehealth, provided that carefully defined quality and safety standards are met.

•If you are in a rural or underserved area, consider taking advantage of and funding physician-to-physician consultation programs like Project ECHO.



If you are a policy maker, you should:



•Invest in social services, like food pantries, housing, transportation, education, and legal aid. Each of these can improve health and are more cost-effective prevention strategies than expensive medical care for the sick.

•Facilitate partnerships between health systems and community organizations to care for patients who require social services.

•Support the training of more primary care physicians and other primary care health care professionals and mental health professionals.

•Develop or expand loan-forgiveness programs that reward physicians and nurses for practicing primary care and serving in rural and underserved regions.



And most important, all of us need to elect leaders who will invest in prevention and social services to achieve better health at lower costs.





CHAPTER 3

AT YOUR HEALTH’S EXPENSE


There is no turning back to an unsustainable system that pays for procedures rather than value. In fact, the only option is to charge forward—for HHS [Department of Health and Human Services] to take bolder action, and for providers and payers to join with us. . . . We are unafraid of disrupting existing arrangements simply because they’re backed by powerful special interests.

—Secretary Alex M. Azar II

Libby Rosenthal knows how to start a movement. In 2013, the physician-turned-journalist started publishing a series of exposés about medical bills, beginning with colonoscopy, pregnancy and delivery, and total hip replacement. She described everyday Americans struggling with outrageous, inexplicable bills, and the stress of negotiating with hospitals and with insurance companies. New York Times readers deluged her with their own accounts of billing misadventures, so many, in fact, that Rosenthal set up a Facebook account (“Paying Till It Hurts”) and invited readers to post their stories and their bills. It became a self-help network for thousands of fuming, frustrated people seeking solutions to their unintelligible bills.

Dissecting bills line-by-line became a popular exercise in outrage. In his 2013 Time magazine cover story, “Bitter Pill: Why Medical Bills Are Killing Us,” journalist Steve Brill flagged inflated charges like the $1.50 acetaminophen tablet, the $77 box of sterile gauze pads, and the Accu-Chek diabetes test strips for $18 per strip that he found online for $0.58 a strip. The markups were particularly egregious for some of the most expensive items, like $13,702 for a 660 mg injection of the cancer drug rituximab (brand name Rituxan, manufactured by Genentech, Biogen) for which Brill estimated the hospital—in this case, M.D. Anderson Cancer Center in Houston—would have paid what was still an eye-popping $3,500.

In addition to the staggering costs, people were upset about so many other mysteries surrounding their bills: Why was coverage denied? Why was the hospital allowed to bill the patient when insurance would not cover the service? How could the surgeon be “in network” but the anesthesiologist be “out of network?” People who trusted the medical system to look after them felt betrayed, lied to, and cheated.

The Battle of the Bills

It’s easy to despise hospitals and health insurers for treating people so poorly. Understanding the strategies and casualties in the battle of the bills requires a little background, and the recognition that the root cause of this nasty, debilitating conflict is the familiar problem of our fee-for-service, pay-for-action business.

Each year, insurance companies collect premium dollars from individuals and employers ($1.2 trillion in 2017). During the course of the year, hospitals, doctors, nursing homes, and others try to wrest those dollars from the insurers by sending them bills. (They also sent another $1.3 trillion in bills to Medicare and Medicaid in 2017.) How much they collect from the insurers depends on the deals that have been struck: what services the insurance plans promised employees they would cover and how much they agreed to pay doctors and hospitals “in network” (a preferred group) and “out of network” (everyone else).

What’s covered by the insurer depends on the health plan employees have chosen. Plans can have many variables: premiums, out-of-pocket expenses (deductibles, co-payments, and coinsurance), covered benefits (eyeglasses? psychotherapist?), and the network of preferred hospitals and doctors. People who don’t expect to use much care tend to opt for plans with lower premiums and higher deductibles and co-payments. People willing to stick to a small network of doctors and hospitals (like a health maintenance organization) save more because medical professionals and hospitals give significant discounts off their list prices to gain “in-network” status with insurance companies. The discounts pay off because insurers steer their members to them.

The annual negotiations to determine which hospitals are in network and how much insurers will pay for each service are complicated. Every price for every service is negotiable, and the agreed-upon prices are secret. They can differ markedly for the exact same service. For example, a chief of obstetrics and gynecology recently complained that for a vaginal delivery of a newborn baby, one insurance company paid three hospitals in his city $3,000, $17,000 and $26,000. Why the difference? It all comes down to what kind of a deal each hospital negotiated with that insurer at the beginning of the year.

Carving Out Mental Health

Because of an artifact of insurance coverage and contracting, mental health is cared for almost completely separately from physical health.

In the 1980s, when rising costs led to complaints that people were overusing mental health care, health insurers began to “carve out” the care, splitting it from the rest of medical coverage. They created separate insurance policies and separate networks of mental health clinicians. Through clever pricing and network schemes like those that discouraged patients with substance abuse or those who are more likely to use services from signing up, behavioral health insurers successfully drove the costs of care down, but these lower costs mostly came from reducing care.

In 2008, Congress passed the Mental Health and Addiction Equity Act, which promised to make behavioral health treatment as accessible as other medical care. It hasn’t worked that well. One 2017 study showed that mental health care was still almost six times as likely to be considered out-of-network as medical care. Being out of network means significantly higher out-of-pocket costs for patients. As a result, only about two of five adults with a mental health condition received some care for it in a given year, and only about two-thirds of those with serious mental illness got treated.

Whether it’s mental health or physical health, the battle between insurers and clinicians for your health care dollar is preventing people from getting proper care.

Mark It Up to Mark It Down

Each year, every hospital in the United States prepares a list of charges for every supply item and every procedure. This is called a charge description master, or “chargemaster.” Think of it as the starting point of a Dutch auction, in which the auctioneer starts at a very high price and then lowers it until a bidder accepts. For as long as most hospital CEOs can remember, there’s been no downside to pumping up their chargemaster prices, because they can discount them whenever and however they wish, and until recently, the figures have been confidential. In a 2013 interview, Dr. Brent James, then a leader at Utah’s Intermountain Healthcare, explained:



In a chargemaster, what you’re seeing is the old phenomenon called “mark it up to mark it down.” Hospitals will make an initial estimate of what something costs, and then they’ll mark it up—sometimes four-hundred to five-hundred percent. Insurance brokers measure [their] success in the size of the discount they get. That’s how you end up with $17 pieces of gauze. It loses all connection to reality.



A 2016 article, “US Hospitals Are Still Using Chargemaster Markups to Maximize Revenues,” reported that in 2013, private insurers ended up paying, on average, two-and-a-half times the rate that Medicare paid for inpatient care. For outpatient care, insurers paid three times the Medicare rates. (Note that Medicare prices are closest to the actual costs of care). Markups varied from state to state and also by services. The biggest markups applied to anesthesiology, CT scans, and MRIs: 13–28 times the Medicare prices.

This game of huge markups and big discounts hurts patients. The uninsured and those who are out of network are billed at chargemaster rates. Even with a discount of, say, 30%–50%, the charges are still at least double—if not more—what Medicare pays.

Decoding Medicare

Untangling the fee-for-service system relies on understanding how Medicare, the nation’s largest single payer, pays for health care. Consider, for example, how Medicare pays for an inpatient hospital stay based on its “prospective payment system.”

What’s Wrong: For each hospitalization, every patient is defined by diagnosis and treatment codes, referred to as ICD-10 codes. These codes are crucial; each extra code offers another opportunity to increase the bill to Medicare. It’s not a simple job—there are over 70,000 ICD-10 codes for diagnosis.

What Was Done: For inpatient stays, Medicare mostly tries to pay a single, flat rate per type of discharge, using one of a few hundred diagnosis-related groups (DRGs) that best summarizes the main reason for the hospitalization. One of the most commonly used is DRG-470, major joint replacement or reattachment of lower extremity, typically a hip or knee replacement. Not all patients who undergo a hip replacement are alike. When patients have additional medical conditions, called “comorbidities and complications” (CC) or more serious comorbidities (major CC or MCC), they may receive an upgraded code. For example, patients who are also diagnosed with depression or Crohn’s disease may qualify for a CC, while those with severe infection or stroke have a major CC. For Medicare, in 2019, there were over 760 of these DRG categories (referred to as Medicare Severity Diagnosis Related Groups or MS-DRGs), including those with and without CCs or MCCs.

Grouping: Sometimes it’s clear from the outset what the right DRG will be for an admission. Other times, when patients come into the hospital without a clear diagnosis (is the fever from a urinary tract infection or a blood infection?), it may take a while to figure out the diagnosis, and even then their condition may change over the hospitalization. They accumulate ICD-10 codes during the stay, which are later mapped to (MS)-DRGs using software programs called “groupers.” There’s a fair amount of discretion and messiness in this process. Figuring out which codes yield the largest payments is a high-stakes game for the people tallying up your bill.

Math Spaghetti

Medicare pays hospitals and doctors after patients are discharged, based on the submitted codes. The reimbursement calculation for a hospital stay starts with a base rate for each admission. In 2019, the Medicare base rate was around $5,600. That number is then multiplied by several factors, including the disease-related group multiplier, a number that reflects how difficult it was for the hospital to take care of that patient. The multiplier can be as high as 26.4106 for a heart transplant in a patient with a major comorbidity or complication (major CC). A hip/knee replacement is, under the system, twice as complicated as an appendectomy: its multiplier is 1.9898, whereas an uncomplicated appendectomy has a multiplier of 1.0853.

Comorbidities or complications substantially boost reimbursements. The difference between a patient who undergoes a below-the-knee amputation without complications versus the same patient who has a comorbidity or complication could mean as much as a $7000–$10,000 difference in the bill. Multiply that amount by tens of thousands of patients per year and you know why armies of individuals have been trained to trawl through electronic medical records looking for any signs of additional conditions that can be added to a patient’s list of diagnoses. Twenty-two years after the comorbidity or complication modifier was introduced, it became the new normal; 80% of patients were coded as having one. (Medicare pushed back and in 2007 revised its definitions to reduce the percentage back to 40%). If you wonder why your clinicians sometimes pay more attention to their computer screens than to you, it could be because their paychecks depend on how many diagnoses they type in.

Surprise after Surprise

In addition to the set of bills that hospitals and clinics send (for the “technical” or facilities costs), doctors send a completely different set of bills (for “professional” services). Because doctors contract with insurers and government payers separately, each group of physicians—surgeons, anesthesiologists, pathologists—may have their own billing office. Laboratory tests may be billed separately, too. That’s one surprise bill after another.

Zero-Sum Gaming

Doctors and hospitals want to get paid as much as possible; insurers want to pay them as little as possible. Before the Affordable Care Act took effect in 2014, health insurance companies had more powerful weapons to keep expenses down. They could refuse to insure people who were likely to cost more, a practice referred to as “denying coverage to those with preexisting conditions.” For sicker patients who might have comorbidities and complications, insurers could raise premiums (called “medical underwriting”). The Affordable Care Act took bold steps to limit these on the individual exchange and for small employer groups.

That left insurers with only a few remaining options. They can exclude from their networks hospitals and doctors prone to overcharging and create “narrow” networks instead. These limit the choices patients have for where they can get their care. Secondly, the insurers can still say “no.” If a physician orders an MRI or recommends a procedure, the insurance company can dispute its necessity and refuse to pay. Lastly, short of saying no, they can require “prior authorization” for expensive studies or drugs. It’s a hassle factor—mounds of paperwork for doctors to justify what they’re prescribing or ordering.

Meanwhile, in a pay-for-action world, doctors remain incentivized to overprescribe and overtreat. One prestigious hospital, for example, will order a PET-CT scan on a patient with lymphoma, even if it was just performed across town a week ago. Medicare has tried to lower its payments in these settings. Still, nurses have been known to show up in patients’ homes with the sole purpose of drawing blood to demonstrate a low blood count. Hopefully they aren’t making it worse.

The Wrong Temptation

Tired of being at the mercy of overzealous clinicians and hospitals, some insurers have gotten into the health care business. For example, the nation’s largest private insurer, United Healthcare, employed over 30,000 physicians by the end of 2018. Highmark Blue Shield of western Pennsylvania paid $500 million for West Penn Allegheny Health System in 2011 and then added three more to those eight hospitals. In 2011, WellPoint, now Anthem Blue Cross of California, acquired CareMore Health Group, a senior-focused medical practice that had 26 clinics, serving about 54,000 predominantly Medicare Advantage members.

Conversely, many large hospital systems have hired their own physician groups and set up their own health insurance businesses. Kaiser Permanente, University of Pittsburgh Medical Center, Intermountain Healthcare, and Geisinger Health are among some of the largest combined insurance and health systems in the nation. University of Utah Health did the same when it created a commercial employee health plan. Ceci Connelly, president/CEO of the Alliance of Community Health Plans, says that when “payers and providers are more aligned, sharing in the winning and losing, they start being motivated to do different things for different reasons.” Health systems that have insurance arms can fund new and better care models, like telemedicine, mental health, and home health care.

Whether this consolidation strategy is the best way to improve quality or reduce costs is doubtful. Competition strategy guru Michael Porter, of the Harvard Business School, laments the market trend. After all, consolidation reduces competition, and rarely does that make costs go down.

Who’s Winning?

In the battle of bills, neither side is really winning. Operating margins for nonprofit hospitals averaged only about 1.6%–2.5% in 2017. (These slim margins reflect the balance between losses from Medicare and from caring for the uninsured and underinsured against the profits from privately insured patients.) Similarly, the National Association of Insurance Commissioners reported that in 2017, the health insurance industry experienced an average profit margin of 2.4% and blamed rising administrative expenses for lowering profit. No one is winning.

Getting Paper-Worked

The battle of the bills makes the United States a world leader in health care bureaucracy. One study estimated that about 25 cents of every dollar collected by a hospital is spent on administration, which means American hospitals spend more on paperwork than they do on nurses. Using data from the Organization for Economic Co-operation and Development (OECD), researchers found that administration consumed 8% of all health care costs in the United States, compared to 1%–3% in OECD nations.

One team of researchers figured that it cost Duke Medical Center $14.50 to collect $100 of payment for the work of a primary care physician, or over $99,000 in expenses per physician per year just to bill. That number doesn’t even include the gargantuan expense of the electronic health record system (more on this in Chapter 9). The bureaucratic complexity creates an ocean of work and a tsunami of mistakes and wastes everyone’s time.

Having fewer payers—or even a single payer—and simpler contractual arrangements could lower administrative costs dramatically. Because Medicare’s internal costs for administration are a fraction of those commercial payers, Medicare-for-all could reduce administrative costs from around 14% to 6% or less. Another way to simplify administrative billing and coding would rely on a common set of standards across the industry. Either strategy would help patients act more effectively like consumers in the market—whether for their health insurance plan or for their health care.

That’s key because the American model of health care is counting on consumers to play their role in the market.

From Inscrutable to Simple

In 2018, a couple of months after he became secretary, US Secretary of Health and Human Services Alex Azar gave a speech to the Federation of American Hospitals in which he described trying to understand the costs of his own care. It all started when a physician recommended that he undergo a routine echocardiogram stress test. Azar agreed, thinking this would be done in the doctor’s office. Instead, “I have a plastic wristband slapped on me,” he said. For what should have been a simple test in the room next door, he found himself being admitted to the hospital.

Azar’s insurance was a high-deductible plan. Since he knew he would be paying for this test, he asked how much the test was going to cost. He was told that information wasn’t available. “Fortunately, I didn’t just fall off the turnip truck,” he said, and eventually the manager of the clinic appeared and told him the list price was $5,500.

That was the “turnip” rate. When Azar asked what his plan’s negotiated rate was, he was told $3,500. Then, he looked up online what the test would have cost had it been performed in a doctor’s office: $550.

“Now, there I was, the former deputy secretary of Health and Human Services. . . . What if I’d been a grandmother? Or a twenty-something with a high-deductible plan?

“This is simply wrong,” he told the hospital executives in the audience.

The Price-Is-Right Calculator

In 2014, the University of Utah tried to address the problem Secretary Azar would pose years later: How can patients determine their out-of-pocket costs before they get the care? We decided to build an online price estimator. Done right, we knew this could be a natural complement to the patient satisfaction ratings and comments we already posted online (more on this in Chapter 7). Patients could use costs to comparison shop.

Despite a lot of well-intentioned effort over the next few years, the website was only partially successful. Here’s why:

To Each His Own Bundle of Benefits

First, every insurance company offers many different—sometimes hundreds of different—plans, with different covered benefits, deductibles, co-payments, coinsurance, annual cost-sharing limits, and lifetime limits. It was impossible for us to know what kind of health plan patients had and what its rules were. The best we could do was to ask people to enter what they knew about their deductibles, co-pays, and coinsurance.

Then there was the question of what benefits were covered. Before the Affordable Care Act, there were few rules governing these plans. After the bill was passed, insurers were required to cover ten essential benefits on their individual and small group plans: ambulatory (outpatient) services, emergency services, maternity and newborn, hospitalizations, mental health and substance use disorders, prescription drugs, rehabilitative and habilitative services and devices, laboratory services, preventive and wellness services, chronic disease management, and pediatric services (including oral and vision care).

Even with the new laws, the definition of “cover” leaves a lot to discretion. Insurers vary the co-pays or coinsurance for each benefit and change what and how many services are covered. For example, coinsurance for a very expensive hospitalization or drug can total thousands of dollars. The government sets limits on the total out-of-pocket amounts ($8,150 for an individual and $16,300 for a family in 2020), but given that in June 2018, the median American household had $11,700 in savings, the caps don’t provide much security for most families.

Besides thwarting price transparency efforts, this variability in health plans also makes it very hard for people to choose the right plan. Some states are trying to standardize plans on the individual exchanges that they sponsor. These include Massachusetts, California, New York, Connecticut, Oregon, and Vermont as well as the District of Columbia. Many are also gradually limiting the number of choices of health plans, typically to fewer than ten. That’s more than enough for most; one study showed that over 60% of consumers selected their health plan online without leaving the initial screen. Picking the right plan also means being able to understand the complex offerings and to anticipate the health care needs for the coming year. Most people, even seasoned health care experts, have difficulty with both.

To Each Her Own Chargemasters

For the price transparency website, the next challenge was how to provide the menu of services that patients might want to check. Unfortunately, like benefits plans, hospital services (and chargemasters) also are not standardized. The Affordable Care Act required that hospitals make the chargemasters public in “machine-readable format” starting in 2019. Unfortunately, machines may be able to read them, but most normal humans can’t. That’s because there are no rules governing chargemasters. One hospital might list 8,000 items, while another lists 15,000 or 30,000. The terminology varies by hospital and is undecipherable to the layperson. For example, most people would need help understanding “PERC D-E COR REVASC CHRO SING” (translation: unblocking a single coronary artery in a patient with chronic disease, not an acute heart attack) or “SYSTEM MGMT LINX RELUX BEAD LXC1X” (you’d have to intuit that “RELUX” is “REFLUX,” and that this is for preventing acid reflux or heartburn).

The University of Utah initially posted the out-of-pocket costs for about 60 of its most commonly performed procedures, like vaginal delivery of a newborn, a head CT (or “CAT”) scan, and a mammogram. The website estimated costs for patients who had commercial insurance or Medicare based on the deductibles and co-payment data that they entered. For those who were out of network, uninsured, or seeking care not offered by their health plan (some dermatology procedures or cosmetic plastic surgery, for example), the estimator used chargemaster prices, less a discount of 30%.

To Each His Own Definitions of Disease (Codes)

Sixty procedures was far from complete. Our price calculator fell short because there is no one price for anything beyond the most straightforward of care. Negotiated rates for complex conditions with comorbidities and complications depend on contracts between payers and the hospital and on the ICD-10 codes and the resulting disease-related groups. Any effort to estimate out-of-pocket costs, without knowing the details about a patient’s condition (does the patient also have other ailments like depression or Crohn’s disease?) even with large-font disclaimers, seemed futile.

Keep It Simple . . . and then Make It Simpler

What we learned from our calculator experiment is that every component of the reimbursement and payment system needs simplification and standardization, starting with common definitions of units of “health care service.” Imagine organizing charges according to the ways people seek care: got pregnant and gave birth, had appendix removed, was treated for and recovered from a stroke, and so on. Whenever possible, a flat rate would include all the care needed through an expected period of recovery, including mental health support, with appropriate adjustments if the person had other serious medical conditions. By identifying clear units of service and making the prices known, patients and payers could comparison shop, factoring in performance in often-neglected dimensions like quality and outcomes, patient satisfaction, convenience, and amenities.

Bundled Payments for Care Improvement

That’s what the Centers for Medicare & Medicaid’s Bundled Payments for Care Improvement (BPCI) program is designed to do. In BPCI, Medicare pays hospitals a flat fee for patients hospitalized for conditions like joint replacement surgery, pneumonia, inflammatory bowel disease, coronary artery bypass grafting, and stroke. Unlike the DRG-based payments, the fixed fee covers care during the hospital admission plus 90 days thereafter. The fee paid to the hospital also covers physicians costs (no separate billing). And if the patient goes to a nursing home or is readmitted within 90 days, the hospital doesn’t get paid any more. (Geisinger Health system offered this same deal to employers and marketed the fixed payment as a “money-back guarantee” [more in Chapter 5].) Medicare expanded bundled payments to 31 inpatient diagnoses and four outpatient diagnoses in 2020 and required participating health systems to meet quality measures to receive full payments.

Prepayments

Bundled payments could obviate most of the complex coding and billing rigmarole. Imagine if a patient could be diagnosed and assigned to a particular bundle of care upon admission (or even before admission). After verifying the success of care (quality metrics met, patient satisfied), a single bill could be paid, undisputed. It hasn’t happened yet, but the possibility is powerfully alluring.

With both Medicare Advantage and bundled payments, Medicare is giving health care professionals the responsibility for keeping costs down. The momentum toward pay-for-results models is growing in state Medicaid programs as well. Kaiser Family Foundation estimated in 2019 that two-thirds of the nation’s Medicaid beneficiaries received care from managed care organizations with a similar approach. In 2013, Utah’s Medicaid program switched to such a model, offering a fixed payment (also called a “capitated” payment) per year for each Medicaid beneficiary. For a patient who visited the University of Utah’s emergency room more than 50 times in 2012, the hospital was paid for each episode. Recognizing that would no longer be the case for 2013, the hospital responded in a ChenMed-like way—introducing the patient to a primary care clinic, offering transportation there and back, and assigning a care manager just to make sure she made her appointments and filled her prescriptions.

The Action Plan for Paying for Results

By making the American health care system pay for results instead of pay for action, we can slash the Gordian knot of inscrutable, outrageous billing practices that consume gargantuan resources and frustrate everyone involved. Insurers should be working with clinicians instead of against them.

Successes with pay-for-results pilot projects give us a chance to imagine even bolder steps. Medicare-Advantage-like annual payments incentivize primary care providers to keep patients healthy all year. Those payments are adjusted based on the health (and projected needs) of the beneficiaries. When their patients require hospitalization—for acute illnesses, accidents, or other unexpected needs—primary care medical groups (think ChenMed or Iora Health) could pay hospitals using Medicare-like bundled payments that are again adjusted based on the patient’s overall health (a comorbidity and complication adjustment). If doctors and hospitals only got paid if patients did at least as well as expected, it could obviate most of the billing and coding requirements, with considerable potential savings. By simplifying and clarifying services that health insurers, hospitals, and medical groups offer, and by making information about their costs available publicly, people could make choices based on quality, accessibility, service, and other amenities, in addition to price.

To move to new pay-for-results models of care, we all have a role to play.



As a patient, you should:



•Embrace a patient’s health plan bill of rights: demand to know how much you likely will have to spend for every hospitalization and every test or drug you have to have. Ask your employer to obtain this information as part of their insurance negotiations. Expect to understand your health insurance plan: what’s covered, how much it will cost you, out-of-pocket expenses, and what happens in the event of an unexpected emergency.

•Use consumer-friendly applications that can guide better decision making and take every opportunity to provide customer feedback on websites that evaluate hospitals, doctors, health plans, and any other services.



As a health insurer, hospital administrator, or health care professional, you should:



•Standardize and simplify the units of health care services in understandable terms and replace existing chargemasters. Map standard services to a single price that includes professional, technical, and rehabilitative services. Encourage integration of physical and mental health.

•Offer standardized benefits plans. Deductibles, co-pays, and coinsurance for each covered benefit should be consistent across a limited number of offerings, and the essential benefits, which include catastrophic care, should be the same. Encourage integration of physical and mental health.



As a policy maker, you should:



•Encourage or mandate standardization and simplification, as described above.

•Seek cooperative markets in which care delivery systems like doctors, hospitals, and rehabilitation facilities work together with insurance companies, using models like the new Medicare Advantage arrangements, bundled payments, prepayments, or other alternative payment models.

•Expect health care businesses to compete on costs as well as health outcomes, convenience, supportive services, accessibility and responsiveness, customer service, and more. Empower consumers through better tools including standardized offerings and open pricing.



And most important, all of us need to elect leaders who will drive insurers and health systems to produce better health outcomes at lower costs, collaboratively.





CHAPTER 4

MANUFACTURING OUT THE MISHAPS


I’ve toured piano factories. I can watch them make a piano and see the care with which they handle every part of that piano so it isn’t nicked or dinged. And I think about our patients and say: How do we care for them every step of the way, so that we’re not doing the equivalent of nicking or dinging them?

—Sarah Patterson, former COO,
Virginia Mason Medical Center

A father brings his daughter to the emergency room because she’s having an asthma flare-up. To help dilate her constricting airways, the doctor prescribes a nebulizer treatment. The nurse sets up the treatment, connecting oxygen tubing from the wall to the nebulizer that attaches to the mask and blows the aerosolized medication into her lungs. Another nurse puts an intravenous catheter in the girl’s arm, in case she needs more medications. A short while later, one of the medical residents comes to check on her. She’s feeling better. He sees that the treatment is finished, and he disconnects the tubing to the nebulizer and removes the mask. Aiming to restore the right connections, he attaches the tubing to a different connector. A few moments later, a giant bolus of air enters the girl’s bloodstream and moves from her veins into her heart. She dies almost immediately, in her father’s arms.

The resident had connected the oxygen to her intravenous catheter. It was the wrong connector—they all looked the same. His simple mistake caused a tragic death.

The Errors Epidemic

In 1999, the esteemed Institute of Medicine (now the National Academy of Medicine) issued a report, To Err Is Human: Building a Safer Health System, which concluded that hospitals and clinics were dangerous places. The experts estimated that up to 98,000 people died per year in US hospitals due to medical mistakes. Subsequent revised estimates placed the number of people killed annually by medical errors much higher, between 250,000 and 440,000.

These figures make medical mistakes the third-leading cause of death in the United States, behind heart disease and cancer. The statistic is shocking, almost unbelievable to most. Twice as many people die from medical mistakes as die from suicides, firearms, and motor vehicle accidents combined. Another well-kept secret is that “mistake” is not used on death certificates or in hospital records, so these errors are not tracked in any systematic way. The true number of deaths could be even higher than those alarming estimates. When you consider the number of victims who don’t die but are seriously harmed is probably ten times as large, you realize health care in the United States is dangerous.

It’s not really possible to quantify the impact of medical mistakes in financial terms, but some economists have tried. In terms of additional health care, lost income and household productivity, and disability, these errors could add up to as much as $100 billion in the United States each year. That doesn’t include medical liability. In 2010, researchers estimated that lawsuits and the practice of defensive medicine racked up over $55 billion. The pain and suffering of the victims and those close to them aren’t part of those calculations.

First, Do Less Harm

Any plan for better health care must start here: Stop violating the fundamental principle of medicine—Primum non nocere, or First, do no harm.

To start, we need to stop making avoidable mistakes that involve physical acts leading to harm, like hooking up the wrong catheter. Ken Kizer, former CEO of the National Quality Forum, coined the term surgical “never events,” for mistakes that should never happen in the operating room, like leaving a surgical clamp in a patient or doing the wrong operation. Or nicking the intestine during an operation to remove the gallbladder, leading to infection and death, which is what reportedly happened to Pennsylvania congressman John Murtha in 2010.

Like most medical mistakes, surgical “never events” are not reliably reported. Estimates of their frequency come from medical malpractice data. From 1990 to 2010, 9,744 malpractice settlements and judgments were paid for surgical “never events” in the United States (about 500 per year). In about half (4,857) of those cases, surgeons left a piece of gauze or a surgical instrument inside a patient. The other half of the cases were most commonly either the wrong procedure or the wrong site, for example, operating on the wrong knee or at the wrong level of the spine for back pain. And 27 were for operations on the wrong patient! Researchers estimate that for every “never event” that leads to a malpractice suit, there are about seven that don’t. That implies there could be 4,000 or more surgical “never events” in the United States each year.

Instead of doing the wrong thing, sometimes the unfortunate mistake is failing to do the right thing, like not prescribing a needed medication or forgetting to recommend a screening test. Sometimes the system tries to do the right thing but poor communication or coordination get in the way. Surgeons or internists may miss reports from radiologists and pathologists and fail to act on their findings. A misfiled report may mean that a patient is never notified of a positive mammogram or malignant cells on a prostate biopsy.

Diagnostic errors are extremely common but very hard to call out as mistakes because getting the right diagnosis sometimes requires trial and error. A 2015 National Academy of Medicine report found that at least 1 in 20 adults who seek care in an outpatient clinic experience an inaccurate or delayed diagnosis, and most people will experience at least one diagnostic error in their lifetime. Autopsy studies show that diagnostic errors contribute to about one in ten deaths. One of the most common causes of diagnostic error happens in my own field, radiology—where studies show that about 30% of abnormal findings on an exam are missed.

A Hard Pill to Swallow: A Case Study

Over half of all Americans regularly take at least one prescription drug. Those who do, on average, take four different medications. That makes them vulnerable to adverse events because mistakes in prescriptions and dispensing are common. Consider, for example, what happened one morning in 2010 in the cardiac intensive care unit at Seattle Children’s Hospital. Nurse Kimberly Hiatt was caring for Kaia, an eight-month-old baby girl with a severe congenital heart condition who had been in the unit since birth, awaiting a heart transplant. That morning, Kaia had a low calcium level, so the physician ordered for her to receive 140 mg of calcium chloride intravenously. As Hiatt was preparing the drug, a colleague came by and chatted with her. Doing the kind of quick math she was accustomed to in the ICU, Hiatt drew up calcium chloride and injected the clear liquid into the intravenous catheter. Not long after, the baby’s heart rate quickened and became irregular. A quick blood check showed that her calcium level was much too high. When another nurse reviewed her calculation, Kimberly realized her mistake. She had injected 1.4 g of calcium chloride into the baby, ten times the ordered dose. Five days later, Kaia died.

Hiatt was fired, and the state’s nursing commission placed her on probation for four years. She was unable to get a job as a nurse. Seven months later, she took her own life.

Every time a patient receives a medication in the hospital, there’s a 20%–25% probability that it involves at least one clinical error—the drug may be given at the wrong time or at the wrong injection rate, or maybe it’s the wrong formulation. Sometimes it might be the wrong drug. The mistakes don’t always lead to harm, but on average, a hospital patient is subject to at least one medication error per day.

There are so many ways to make a mistake. Start with the similar names for very different drugs. Would you blame a physician, pharmacist, or nurse for confusing Celebrex (an arthritis drug), Cerebyx (a seizure medication), and Celexa (an antidepressant)? The Food and Drug Administration (FDA) and the Institute for Safe Medication Practices regularly publish online lists of dozens of look-alike or sound-alike drug names. Instead of prohibiting confusing names, the FDA recommends writing three of the key letters in uppercase—“tall-man letters”—like clonazePAM, cloNIDine, cloZAPine, cloBAZam, LORazepam. Call me a skeptic, but I am not conVINced this will work.

Even if you get the name right, it can be easy to get dose wrong. A misplaced decimal point is the difference between 12.5 mg and 125 mg, both plausible doses for cloZAPine in patients with schizophrenia. How many daily doses a patient should get can be confusing, too; clonazePAM is often given three times a day for seizures but only twice a day for panic or anxiety disorder.

Digital prescribing is reducing some of these errors, including those resulting from poor penmanship. (One study showed that about one in five handwritten prescriptions by medical residents had an error.) The process still relies on humans to do math. Working out the right concentrations and infusion rates for certain intravenous drugs can make calculating your taxes seem like a breeze. Consider this example with dopamine, a medication used for very sick patients in an intensive care unit. One milliliter (mL, just under a quarter of a teaspoon) drawn from an 80 mg/mL dopamine vial and injected and mixed into a 500 mL (about a pint) bag of saline makes a dopamine solution of 0.16 mg/mL. A 100 kg (220 lb.) patient who should receive a steady dose of intravenous dopamine at 2–5 micrograms/kg/min, where “kg” refers to the weight of the patient, would need about a 1.25–3.125 ml/min infusion from that bag. Easy, right?

Multiply these steps by the hundreds (or thousands) of medications administered each day to the hundreds (or thousands) of patients in any given hospital or clinic, and you’ll have an idea of the staggering challenges—and the monumental risk for errors.

Distractions multiply that risk, and they happen all the time in health care. Studies show that nurses are interrupted during medication rounds—by patients, family members, other nurses, physicians, therapists—about once every two to five minutes. It’s not just nurses; most clinicians experience frequent distractions. For example, one study reported that emergency department physicians are interrupted once every six minutes, on average, or about ten times per hour. These lead to slips and lapses. It’s a system-wide problem that needs solving, and it’s taking a toll on everyone.

Welcome to the Stress, Burnout, and Blame Ward

For every mistake in health care, there are the obvious victims—the patient as well as the patient’s family and loved ones. And then there is, in the words of public health expert Albert Wu, “the second victim,” the health care provider who harmed—or even killed—a patient by accident. In medical environments, conditions are deteriorating. Information is poorly communicated. Electronic medical records, intended to improve that flow, can be burdensome and make information feel less accessible. The frantic urgency to complete each clinic visit in under ten minutes stresses clinicians and patients alike and isn’t conducive to good care. And on top of all that, alerts, beepers, and calls distract and produce more anxiety, more mistakes.

More than half of US physicians are experiencing substantial burnout, and the numbers are on the rise. The suicide rate for physicians is more than twice as high as for other professionals. Younger physicians are affected the most—suicide is the most common cause of death among males in their training (residents) and the second leading cause of death among all residents. One survey of US surgeons found 15% suffered from alcoholism, and those who reported burnout were at 25% higher risk of developing alcohol abuse or dependence compared to those who did not have burnout.

The mental health of professionals greatly affects hospital safety. Higher burnout levels among hospital nurses correlate with more health care–associated infections in their patients. Soaring job dissatisfaction also causes doctors and nurses to reduce their work hours or quit, exacerbating the already serious shortages in the United States. That medical resident who attached oxygen tubing to the girl’s intravenous catheter dropped out of medicine, throwing away over ten years of post-high school education and training. Shortages of physicians and nurses in the United States worsen the workload for the rest, which in turn exacerbates burnout and increases the risk of mistakes. The vicious cycle needs to stop. And to start, the system needs to own up to the problem.

Hiding Mistakes Is a Mistake

Historically, legal teams have instructed physicians to avoid taking responsibility when things went wrong. Mistakes were shrouded in secrecy, so much so that many patients were never even told when mistakes happened. In the late 1990s, things began to change. Leading medical associations declared that physicians had an ethical obligation to disclose errors to their patients. A few years later, when studies showed that families were less likely to sue if doctors owned up and apologized, admitting a mistake began to gain acceptance. Hospital lawyers changed their exhortations from “Don’t ever say you’re sorry” to “Say you’re sorry!” States began mandating disclosure of “unanticipated outcomes” and passed laws to prevent apologies from being used in litigation as evidence of fault.

Fear of litigation isn’t only used to justify being tight-lipped about mistakes. It’s also the excuse for overordering laboratory and imaging tests. Even if the risk of a teenager’s headache being due to a brain tumor is less than 1%, two factors are enough to make that physician “err” on the side of ordering the unnecessary CT (or “CAT”) or MRI scan: first, the fear of a multimillion-dollar lawsuit, and second, a lifetime of having to report that lawsuit (regardless of outcome) on every application form for state medical licensure or hospital privileges for the rest of his or her professional life. Weigh that against the impression that the test costs you nothing to order, might reassure a worried patient, and could increase profitability, and the tendency to overorder makes sense. This happens so often that as many as 30% of laboratory tests and 20%–50% of advanced radiologic imaging may be unnecessary, and as much as 2%–3% of health spending in the United States (over $50 billion) is considered defensive spending.

Many malpractice lawyers argue our health system would be even more dangerous without the fear of lawsuits. This may have been true in ancient Babylonia, where the Code of Hammurabi declared that any physician who caused a death would have his fingers cut off. These days, there’s little evidence that the threat of being sued (or having your fingers amputated) improves the quality of our care. Malpractice cases in the United States frequently make headlines with huge payouts ($5.72 billion per year), and yet we still have one of the worst safety records in the developed world.

Nations like New Zealand (starting in 1974), Sweden, Finland, and Denmark have a completely different system of compensating patients when things go wrong, called a medical malpractice “no-fault” system. Akin to workers’ compensation or automobile insurance in some states, patients who are harmed file claims with the government. In Denmark, about one in three are compensated, with an average payout of $30,000, one-seventh the average in the United States. Importantly, patients can qualify for compensation even if their injuries were not caused by negligence.

No-fault doesn’t mean no accountability. The Danes hold physicians accountable and start disciplinary proceedings when poor outcomes are due to wrongdoing. Nevertheless, their process seems to encourage doctors to be more open—about 10% of the claims are filed by a physician on behalf of a patient. With that openness, mistakes are more commonly reported, and systems are set up to prevent them from happening. From one cluster of claims, the Danes identified an error in the computerized pharmacy ordering system that was delivering doses of the drug methotrexate daily instead of weekly. Another study showed that doctors and midwives were misreading fetal monitoring strips of women in labor. That led to a nationwide training and a new recertification program. These examples may explain why nations with no-fault systems are among the highest performing in the world.

In the United States, experience with no-fault is limited. Virginia and Florida enacted similar no-fault programs that cover the lifetime costs of infants who suffer neurological injuries during birth. The larger of the two programs was initiated in Florida in 1988, when skyrocketing malpractice premiums made it hard to find an obstetrician. Here’s how it works.

In Florida, families with newborn infants who sustained neurological injuries at birth file a $15 claim petition with documentation, and a hearing officer decides the case within 45 days. Most awards are for the actual expenses for medical and custodial care. Pain and suffering awards are capped at $100,000; most parents receive the full amount (in Virginia, this benefit is not available). The no-fault pool is funded by a one-time $40 million allocation from the state, participating obstetricians (who pay $5,000 per year), other Florida physicians (who are required to pay $250 per year), and most private hospitals. If the fund runs out of money, a provision of the statute says that insurance companies may be taxed.

An analysis in 1994 showed that the compensation of injuries was comparable, and administrative costs were substantially lower for no-fault than tort law. In 2019, the program was still solvent. While there haven’t been any studies to examine the impact of no-fault compensation on safety in Florida, other data show that states that eased medical tort laws didn’t make medicine less safe.

If It Flies in Aviation, Why Not Here?

Aside from making it easier to make mistakes apparent, the question is why can’t we make medicine safer? Other industries offer invaluable lessons.

Consider, for example, the aviation business. Distractions in the cockpit can be just as deadly as distractions in the intensive care unit. In 1981, after distractions caused a series of crashes, the Federal Aviation Administration required pilots to refrain from nonessential activities during critical phases of flight, typically below 10,000 feet. Hospitals have tried adopting guidelines similar to this “sterile cockpit” approach, including draping nurses with “Do Not Interrupt” sashes or vests while they dispense medications and cordoning off silent zones around medication dispensing stations.

Checklists are also moving from cockpits to intensive care units and operating rooms. They cut down on distractions and make sure minimum safety and operational standards are met. For example, central venous catheters, often called “central lines,” are common in hospitals. Used for patients who need intravenous antibiotics, chemotherapy, or supplemental nutrition by vein over weeks or months, the slender tubes that deliver medications directly into the bloodstream require careful management. The skin around the catheter as it enters the body needs to be clean and sterile because bacteria that enter the bloodstream via the catheter can cause fatal infections. About 250,000 patients in the United States get catheter-related bloodstream infections each year but, as anesthesiologist Peter Pronovost showed, these infections can be prevented with a simple five-step checklist. The commonsense actions include washing hands before the insertion process and cleaning the insertion site with sterilizing solution.

When implemented at 100 Michigan intensive care units, the central line infection rate declined by two-thirds. If used across the United States, Pronovost’s checklist could save many of the 28,000 lives lost each year to these infections. Using a similar approach in operating rooms, surgeon-writer Atul Gawande led a worldwide study in which eight hospitals implemented the World Health Organization’s Surgical Safety Checklist. Infections dropped from 11% to 7%, and death rates were cut in half.

If health care were like any other industry, a “never event” would be grounds for shutting down a hospital. That’s what happens with airplanes. On October 29, 2018, one of Boeing’s new 737 Max jets crashed in Indonesia, killing all 189 people aboard. On March 10, 2019, another 737 Max jet went down in Addis Ababa, killing all 157 passengers. Three days later, regulatory authorities around the world grounded all 737s.

The number of deaths due to medical mistakes in the United States equates to somewhere between two and six 737s crashing every day, depending on which estimate you believe. Despite this, it’s almost unheard of to “ground” a hospital. In 2014, the Wall Street Journal found that 350 hospitals had violations issued by the Centers for Medicare and Medicaid Services that ranged from failing to provide lists of home health agencies to surgical “never” events to fraud. Twenty hospitals had violations considered likely to cause “serious injury or death.” Sixty percent of those hospitals also had violations in the previous three years. Despite these violations, almost all remained accredited.

Similarly, few physicians are grounded for their serious mistakes. In 2017, out of almost a million licensed doctors in the United States, 711 were put on probation, 656 had their license suspended, and 248 had it revoked. About one-third to one-half of the time it was because of negligence, incompetence, or inappropriate prescribing. The rest were because of issues like fraud, alcohol or substance abuse, or inappropriate/sexual contact. In 2018, USA Today reported that about 500 physicians disciplined in one state just moved to another state and kept working. (Medical licenses are issued by states.) The congressionally mandated National Practitioner Data Bank was supposed to prevent this, but few state medical boards check it, and it’s not open for public searches.

Stop Paying for Mistakes

Instead of getting penalized for mistakes, most health systems get paid for them. Until 2008, Medicare covered the treatment of infections acquired in a hospital and the care of patients who received the wrong blood type in a transfusion. They even paid hospitals for surgery to remove objects accidentally left inside a patient. If additional nights in the hospital were needed because of a medical mistake, the hospital might make money off of that, too. For mistakes that Medicare or insurance audits don’t detect, this continues to happen today.

Expectations are so low that in the early 1990s, instead of grounding hospitals, the federal government rewarded them simply for not making serious mistakes. Here are a few of the main things it rewarded hospitals for NOT doing: accidentally cutting into intestines, liver, or other organ in an abdominal operation; causing an infection; allowing patients to fall and break a hip after surgery; inadvertently allowing patients to develop a new bedsore while in the hospital, and . . . killing a patient.

Champions of this approach point out that it worked. Between 1999 and 2013, far fewer patients suffered from adverse reactions to medications, got new infections, or developed bedsores. “Hospital-acquired conditions” decreased from about 14% in 2010 to just under 9% in 2017. That’s over three million fewer hospital-acquired conditions, and over 125,000 lives saved per year. The financial impact has also been substantial. Between 2010 and 2017, reductions in hospital-acquired conditions created over $27.5 billion in savings.

Skeptics believe these improvements in safety reflect administrators gaming the system—teaching to the test rather than developing a culture of safety. For example, to lower their reported rates of hospital-acquired bedsores, some hospitals assigned a physician the task of thoroughly examining every newly admitted patient from head to toe for a preexisting bedsore—because documenting its existence meant it wouldn’t count as a new bedsore that would be the hospital’s fault. Plus, it defined the patient as sicker to start (more codes!).

Hospitals and doctors that care for sicker patients are expected to have worse outcomes than those that care for healthier patients. To convince payers like Medicare that their patients are really sick, some might recommend ordering tests such as an echocardiogram just to prove that a patient has mild heart failure so that they can add this condition to their list. This “upcoding” or “coding inflation” helps hospitals justify poorer outcomes and gets them paid more, too.

Progress toward safer health care is slow. In 2017, there were still 2,550,000 hospital-acquired conditions in the United States. Rather than tackling the problem case by case, it pays to consider how hospitals and clinicians can change altogether how they approach care.

Factoring In the Human Factor

Designing products and processes for the harried users in the complex, distraction-filled hospital environment can go a long way to making them less harried and less vulnerable to distraction. Pronovost showed his checklist could improve the catheter insertion process. What about keeping the catheters clean over the subsequent days thereafter? Carrie Charlesworth, the nursing leader in the burn unit at the University of Utah, enlisted the help of a human factors expert, psychologist Frank Drews, to see if together they could prevent central line infections by making the process mistake-proof.

Drews and team designed user-friendly dressing change kits that hold all the supplies needed for one dressing change. The nurse doesn’t have to hunt down all the supplies or worry about forgetting something. As the pouch unfolds, each of the necessary supplies for the next step is revealed. It’s practically fool-proof. With this and other initiatives, the infection rate in the burn unit declined dramatically. After four years, the ward celebrated zero central line infections. Now that’s “never.”

Hospital as Factory

It’s not much of a stretch to think of hospitals as manufacturing plants—sick patients are the “input” and healthy patients are the “output.” Doctors, nurses, and therapists, among others, are the line workers. Unlike today’s slick, robotically-driven manufacturing plants, hospitals are strikingly inefficient and frequently chaotic. Every shift has its own way of running the line. Every person on the line has a phone that receives calls or texts 10–25 times an hour. Safety gear is optional. Maybe half of the assembly-line safety alarms work. Most workers don’t feel empowered to stop the line even when they suspect something bad is happening. In light of all that, it’s no surprise the “products” are “faulty” one-third of the time and that the workers have crushing levels of stress. What could go wrong?

Right after World War II, Japanese auto manufacturers might have felt as disconsolate as Americans do about health care today. Their reputation was so poor that some companies set up plants in the Japanese village of “Usa,” just so that they could say their products were “Made in USA.” Asked to help rebuild these devastated industries, American management scientist W. Edwards Deming traveled to Japan and devoted the next two decades to that job. He championed a new kind of industrial engineering—Total Quality Management—that gave rise to a new culture of management in manufacturing, later labeled Lean manufacturing and six sigma. Deming showed that engaging and empowering frontline workers to eliminate waste and defects, reduce variations in practice, and improve quality continuously could transform industries and revitalize an entire nation.

His lessons inspired Toyota, and in the mid-1990s, when Toyota signed a big contract with the airbag manufacturing giant Autoliv, his teachings spread to Utah. To make sure the airbags would be worthy of its brand, Toyota sent Lean manufacturing expert Takashi Harada to the Autoliv plant in Ogden, Utah, for three years. Over the next couple of decades, Autoliv embraced the Toyota way.

When leaders from the University of Utah Health toured the Autoliv plant in 2012, we could see how seriously they took their motto, “Saving More Lives.” Their processes were completely standardized. Visible dashboards reminded everyone of the company’s performance goals and tracked progress toward them. It was a calm and controlled environment. Distractions were rare. Supplies were organized impeccably. When Autoliv leaders shared data on their error rate, we were put to shame. Their goal wasn’t one in a million. It was zero.

A decade earlier, CEO Gary Kaplan had led Seattle-based Virginia Mason Medical Center on a similar tour—he and his leadership team visited a Toyota plant in Japan. Sarah Patterson, the former hospital COO, was on that tour and recalled how these lessons taught them that leaders needed to spend their time on the front lines, with patients.

Patterson pointed out that health care is more than treating patients like widgets on an assembly line. She draws on her observations from a piano factory tour. After the automated steps on the assembly line are done, the piano goes into a soundproof house for tuning. There, the tuner is given as much time as he or she needs to tune the piano. The company does not rush this critical part of the process. Patterson looks for that same balance and judgment in health care. She says, “We must be sure that we create the environment for that craftsman (nurse, doctor, other clinicians) to do their work, so that it can yield the best results.” To help others learn to incorporate Lean into their health systems, Sarah Patterson runs a 35-person consulting business at Virginia Mason, teaching others how to find that balance.

In Salt Lake City, former chief quality officer at Intermountain Healthcare Brent James explained how Lean manufacturing worked in his health system. He says it’s all about applying the scientific method to medicine. At Intermountain Healthcare, clinicians used data from their homegrown electronic health record system to measure how patients with conditions like pneumonia or diabetes or acute respiratory distress syndrome fare depending on the different treatments they receive. The team takes the protocols that work the best and keeps improving them over many iterations. The best protocols become the default approach—not just for one or two doctors in the hospital, but for all of them.

Raj Sethi, spine surgeon and chair of the Virginia Mason Neuroscience Institute, admits that embracing the Lean way means giving up some autonomy—the right to use whatever implant you want, for example—but in return, you get an “impeccable patient experience.” Following evidence-based guidelines also means that surgeons don’t always recommend surgery. That’s how Virginia Mason attracted employers like WalMart, Lowe’s, and JetBlue to fly their employees to see the Seattle doctors for care (More on this in Chapter 10).

Another Deming acolyte, Don Berwick, founded the Institute for Healthcare Improvement in 1991 to teach health systems about the science of quality improvement. A pediatrician and former administrator of the Centers for Medicare and Medicaid Services, Berwick’s nonprofit research and education organization offers training programs, case studies, white papers, and a wide range of toolkits. By 2019, about 6,000 people from all over the world attended its National Forum, learning and sharing lessons of Lean.

Many hospitals are just starting to implement Lean management. A 2018 survey found that about 62% of hospitals were doing some Lean work, but only 12% had spread the management style through the entire hospital. In a pay-for-action world, consistently practicing high-quality medicine isn’t as important as building more surgicenters and adding more codes. In a pay-for-results world, mistakes and overtreatment are costly, and Lean makes you profitable.

The Action Plan for Eliminating Errors

Setting expectations of zero tolerance for serious medical error, embracing Lean manufacturing, and employing human factors design are key parts of the strategy to break the vicious cycle of distractions, mistakes, and despondency. With these priorities, built-in safety and quality systems should detect problems before anyone is hurt. Drugs should have simple and distinct names. Tubing connectors and other supplies should be designed for safety. Computerized processes should make things flow better, not worse. When clinicians make a mistake, they should admit it—supported by a combination of no-fault medical malpractice with more effective oversight of professional competency. Members of the public should be able to trust a hospital as much as they trust the airbags in their cars. A hospital should be at least as safe as an airplane and run at least as well as an airbag manufacturing plant.

To improve safety and reduce medical mistakes, we all have a role to play.



As a patient and consumer of health care, you should:



•Be attentive and engaged in the care you or your family receives, especially medications and their instructions for use.

•Use trusted online web tools like Leapfrog or Medicare’s online Hospital Compare tool to look at the safety records of hospitals and physicians.

•Report mistakes. Inform the hospital or practice, the accrediting bodies, state licensing boards, and the state department of health if you believe someone has been harmed by a medical error.



As a physician or other health care professional, you should:



•Work in hospitals and clinics that embrace best practices like Lean manufacturing, safety checklists, and reliable information technology systems.

•Follow evidence-based medicine and best-practice guidelines. Do your part to reduce variations in care.

•Expect your organization to invest in human factors design.

•Support a culture that avoids blame and focuses on improvements, but doesn’t shelter physicians or other clinicians who should not be practicing.

•Work closely with your risk management team if you are involved in or make a mistake. Be open with the patient and the patient’s family about what happened. Seek assistance from peers and others for support.



As a payer, such as a self-insured employer, government entity, or health plan, you should:



•Set a high bar for safety with aggressive timelines to achieve zero “never” events.

•Regularly review data about your employees and members, and seek information about any adverse events (medical mistakes or otherwise). Don’t pay for mistakes.

•Expect organizations that care for your employees or beneficiaries to have a continuous quality improvement or Lean manufacturing culture. Ask what quality-improvement initiatives are underway, and request updates.

•If your employees have suffered from poor care (hospital-acquired infections or other conditions, for example), ask for evidence that the hospital is addressing the issue at a system level.



As a policy maker, you should:



•Expect that all entities in health care—health care delivery systems, suppliers, service contractors, and others—track the safety of their products and services and hold them accountable for improving safety in health care.

•Address pharmaceutical naming practices to discourage look-alike and sound-alike drug names.

•Require improved standards across the medical supplies industry to lower rates of medical mistakes, taking into account human factors design.

•Explore no-fault insurance models that compensate patients fairly for injury.

•Encourage health systems and clinicians to report and manage mistakes, manage clinician performance and professionalism, and maintain robust internal quality-improvement programs.



And most important, all of us need to elect leaders who expect health care systems to deliver safe care and who hold everyone accountable including themselves.





CHAPTER 5

LEARNING TO DELIVER PERFECT CARE


Every hospital should follow every patient it treats, long enough to determine whether or not the treatment has been successful, and then to inquire, “If not, why not?” with a view to preventing similar failures in the future.

—Ernest A. Codman

Ernest Codman was born in 1869, during the heyday of surgical innovation. It had been about 20 years since the first public demonstration of surgical anesthesia at the Massachusetts General Hospital in 1846 marked the beginning of modern surgery. Until then, operations had been well-intentioned torture—far surpassing what we now consider the limits of pain tolerance—and they were only performed when the alternative was clearly worse. In the 1860s, British surgeon Joseph Lister discovered the benefits of cleanliness and sterility. He applied carbolic acid, a disinfectant, directly on wounds and on surgical instruments and showed that not only were infections prevented, but healing also improved dramatically. (Back then, surgeons were not required to wash their hands or a patient’s wounds.)

Around that same time, Florence Nightingale applied statistical data analysis to improve survival of soldiers during the Crimean War (1854–1856). She used data diagrams to show that the unsanitary conditions—overcrowding, “verminous” laundry, and the lack of essential medical and surgical supplies—were contributing to the high incidence of typhus and cholera. The epidemics were so bad that patients arriving at her hospital were more likely to die of these infections than from the injuries sustained on the battlefield. By improving sanitation, chief nurse Nightingale reduced mortality rates from 42.7% to only 2.2%.

With these two breakthroughs—sanitation and anesthesia—hospitals transformed from squalid places where the suffering went to die to clean, controlled environments that offered hope. Just as barbers and quacks in blood-encrusted, thick black coats evolved into surgeon-scientists in clean laboratory whites, Ernest Codman came of age. Ambitious, assertive, and irreverent, Codman was, like Nightingale, naturally inclined to apply data science to medicine. As a student at Harvard Medical School, he and his classmates were responsible for administering anesthesia during surgery. Codman bet his friend and classmate Harvey Cushing (who became a founder of the field of neurosurgery) that he could better manage the anesthesia of his patients. To quantify their success, they plotted patient vital signs like pulse and respiration rate before and after administering anesthetics and other drugs. Their system gave rise to the first anesthesia charts—a universal standard today. After graduating from Harvard Medical School in 1895, the year Wilhelm Roentgen discovered the imaging properties of X-rays, Codman also taught himself radiology and became the first “skiagrapher,” or radiologist, at Boston Children’s Hospital.

Codman was especially skilled in the operating room. He developed the first techniques for surgical repair of the shoulder and published innovative surgical methods to treat a wide range of conditions, from duodenal ulcers to tumors of the bone. In this era of medical firsts, Codman became obsessed with measuring and recording his surgical results. In his coat pocket, he kept index-card-sized “End Result” cards, one for each patient, on which he recorded a brief description of the patient’s symptoms, his diagnosis before and after the operation, the operation performed, and the condition of each patient at one-year follow-up visits.

As exceptional as it was for the time (and even today), Codman thought his End Result approach was obvious and crucial. He was sure surgeons were overconfident and misleading themselves about how much good they were doing for patients. That overconfidence wasn’t good for the trainees, either. Codman said, “If some arrangement could be made by which the house officer should see these late results, it would be very instructive for them, for I feel sure that the house officer in graduating from this institution gets a very much more favorable idea of the results of surgical operations than he is really justified in having.”

Codman’s End Result cards were not popular, nor was he, their unabashedly arrogant advocate. Codman argued that surgeons should be hired and promoted on the basis of their End Results. He advocated that End Results should be made public. Rather than judging surgeons on their “nerve,” “steady hand,” and “graceful” operating style, patients could judge their abilities by their End Results. Naturally, Codman thought that his colleagues at Harvard and at Massachusetts General Hospital should elect him Surgeon-in-Chief because of his superior End Results. They did not, and he resigned his faculty appointment. Later that year, in 1911, he opened a ten-bed facility called the End Result Hospital. Every surgeon there (including his friend Cushing, who by then was a distinguished neurosurgeon) was required to collect End-Result data, and each year, Codman published them. After five years, A Study in Hospital Efficiency: As Demonstrated by the Case Report of First Five Years of Private Hospital detailed the End Results of the 337 patients discharged from his hospital in those five years. Remarkably, the report included every one of the 123 errors identified (not much higher than today’s error rate). The most common mistakes were attributed to lack of judgment, lack of equipment, incorrect diagnosis, and cases where the patients refused to accept treatment. Codman described his own mistakes, including a missed gallstone, symptomless hernias (bulges at the surgical scar), and even a missed stomach ulcer.

Don Quixote with a Scalpel

According to his biographer Bill Mallon, Codman “would spend much of his life attempting to convince the medical world of the importance of the End Result Idea—to little avail. It was the windmill at which he tilted but never managed to topple.” But his ideas did make their way into broader hospital practice through his lifelong friendship with Edward Martin, a Philadelphia-based gynecologist. Martin built the first program to evaluate hospitals based on outcomes, which later became the leading hospital accrediting body, the Joint Commission on Accreditation of Healthcare Organizations. The Joint Commission, as it later became known, gained authority when a 1965 law required hospitals to meet its standards in order to participate in Medicare and Medicaid programs, partly fulfilling one of Codman’s dreams: tying End Results to payment.

Codman was convinced that sharing End Results would not only lead to improvements in care, but it would also give people better information about where to seek care. In 1989, nearly 50 years after his death, the New York State Department of Health decided to test that theory.

Codman and CABGs

The goal was to lower the state’s death rate for coronary artery bypass grafting (CABG), one of the most commonly performed operations at New York hospitals. CABGs made up three-quarters of all heart surgery operations, and at the time, one in 25 patients did not survive. To motivate hospitals to improve, the department released data on the percentage of patients in each hospital who died (adjusted for how sick patients were before going to surgery). They also published how many of these operations were performed at each hospital that year—they suspected that those who performed more operations might be better than those who performed fewer. Shortly thereafter, Newsday took the public reporting one step further—it sued to get individual surgeon data released and then published the CABG death rates for each cardiac surgeon in the state, by name.

Surgeons were furious. (Not much had changed since Codman’s day.) Hurt pride aside, they had a few legitimate concerns. For one, they feared that very sick patients would no longer be able to find a surgeon willing to operate on them because if they had a poor outcome, it would hurt the surgeon’s statistics. Teaching hospitals were worried because they tended to attract sicker patients and had higher death rates due to the more complex operations their surgeons tended to do. Many feared that the risk adjustment (the statistical correction that factors in the higher likelihood of complications and death for sicker patients) wouldn’t adequately reflect these differences. It seemed unfair to be humiliated for taking on the more challenging and often underserved patients.

Despite these concerns, the effect of publishing End-Result data was irrefutable. Over the next four years, the risk of dying from CABG in New York dropped from 4.2% to 2.5% and continued to decline. By 2010, the rate had fallen to 1.6%.

Did the surgeons learn how to operate better? Not necessarily. Death rates improved mostly because the poorer-performing surgeons (for example, those who tended to do fewer than 50 operations per year) stopped doing the operation. Some did so voluntarily; others, because their hospitals forced them to. Some hospitals also assigned especially complicated patients to surgeons who had better outcomes for sicker patients.

Many doctors remained skeptical about public reporting despite the lower death rates. In a nearly identical effort conducted a few years later in Pennsylvania, the majority of surgeons and cardiologists dismissed the effort. Only 10% thought the data were “very important” in assessing performance. They didn’t believe the numbers accurately reflected surgical ability largely because they doubted that the statistical risk adjustment was sufficient. Most also said tallying how many patients died was not an adequate measure of the quality of care; it would be better to measure outcomes like physical activity after surgery, for example.

Some of the physicians’ fears proved legitimate. After public reporting began in Pennsylvania, 59% of physicians reported they had a harder time finding surgeons willing to operate on their sickest patients, and 63% of surgeons admitted that they were less inclined to do so.

Could there be a better way of measuring and improving performance? Is there a more inspired way to motivate doctors? Yes, but to do so, you must understand first what drives them.

Diagnosing Doctors

In his popular 2009 book Drive: The Surprising Truth about What Motivates Us, Daniel Pink talks about how to motivate everyone from truculent teens to highly specialized scientists. Extrinsic motivators, such as money or a promotion, incentivize people whose work involves repetitive, assembly-line-type tasks. For solving complex problems, it’s easier and less expensive to tap into intrinsic motivation—the inclination to do something because it is satisfying. That would be how most physicians approach their work.

Pink says if you want to leverage intrinsic motivation, you need to incorporate three elements: purpose, autonomy, and mastery. In other words, align what you want physicians to do with what matters to them, and they will be deeply motivated to advance the cause.

Purpose is the simplest. The health profession is full of people imbued with a strong sense of purpose, eager to do things in the service of a greater good—to help others, to heal the sick, and to comfort patients and their families.

Autonomy is expected. Doctors synthesize evidence and make decisions for their patients. Because no two patients are alike, autonomy to make judgments is integral to the art of medicine. That’s why physicians react defensively when administrators try to oversimplify their profession into “cookbook” medicine, where step-by-step care protocols take the “art” and autonomy out of the practice. That’s also why efforts to measure a physician’s performance by adherence to guidelines frequently fall flat.

Mastery motivates. Physicians are a group of individuals driven to achieve mastery. Most were the hypercompetitive “premeds” of college organic chemistry classes. They often expect to “out-master” others. They want to win and to be the best.

Ernest Codman exemplified these three traits. He didn’t define mastery as picking the correct leg to operate on or avoiding bedsores. He wanted to outperform his peers. He aimed to be the best surgeon, and he didn’t mind if everyone knew it.

Fee-for-service models of care divert these admirable ambitions with financial incentives to overtreat and overprescribe. The hundreds of hospital quality-reporting requirements crowd out intrinsic motivation. To transform health care, we need to align purpose, autonomy, and mastery with the delivery of better, safer, and more affordable care.

Here’s What Perfect Care Looks Like

Programs at three hospitals systems in the United States run by physician leaders show how to leverage intrinsic motivation to improve care: Perfect Care at the University of Utah, ProvenCare at Geisinger Health System, and AskMayoExpert at the Mayo Clinic.

The University of Utah developed a program called Value Driven Outcomes, a modern version of Codman’s End Results. Its digital scorecards measure the quality and costs of care (more on costs in Chapter 5) that individual doctors provide their patients. Instead of imposing their definition of high-quality care, hospital leaders invited staff to define it for them. They asked the clinical teams: What should “Perfect Care” look like?

The orthopedic surgeons started with their most common procedures, hip and knee joint replacements. In their definition of Perfect Care, they included some nationally-defined metrics—avoiding infections and bedsores—and grudgingly conceded that satisfying Medicare’s expectations and getting paid were important goals. But these weren’t sufficient. For example, the surgeons knew that patients who got out of bed and walked on the day of surgery (while the anesthetic is still in effect) had speedier recoveries, they added “ambulate on day of surgery” as a condition of Perfect Care. They also insisted that all their patients be cared for on the orthopedic surgery ward, with its specialized nurses and therapists. With the right home care planning, surgeons even began to send some patients home right after surgery, without a stay in a rehabilitation facility or a nursing home. “Discharge to home” became part of Perfect Care for select patients. In the spirit of W. Edwards Deming and continuous quality improvement, the Perfect Care scorecard evolved over time, setting higher expectations with each iteration.

The orthopedic surgeons did the same for other common conditions, like broken hips and spine operations. They voluntarily created a standardized admission order set—the doctor’s orders for every patient admitted to the hospital for a given condition—to be sure all steps would be pre-entered into the computer to automate the process. And they voluntarily used the same set for all surgeons. Each individual surgeon received his or her own Perfect Care scorecard, and that sparked competition. Each wanted to master, and to out-master the others, and that was good for patients and for business.

Geisinger Health System’s ProvenCare similarly created standardized protocols for many common conditions. For example, the cardiac surgery team identified 40 steps for coronary artery bypass grafting, the complex operation to treat patients with blockages in their coronary arteries. These included preadmission documentation of the patient’s heart function, orders for the right doses of heart drugs and antibiotics, and counseling for smokers on how to quit, for example. As in Utah, each protocol was programmed into the electronic medical systems so that orders would automatically follow the ProvenCare steps unless the physician chose to override them.

ProvenCare for CABG was a quick success—it led to better outcomes, and patients were less likely to get sick and have to return to the hospital. It was also a financial success. Geisinger estimated that it saved about $1,300 per patient.

Geisinger became so confident in the quality and consistency of its work that it agreed to a fixed price for all the care needed for operations such as CABG and spine surgery. Like the bundled payments Medicare was piloting, Geisinger’s fixed price includes the presurgical evaluation, the operation, and even a 90-day “warranty”: If a patient had to go back into the hospital for a complication after surgery that could have been prevented, Geisinger would cover all the costs. Former CEO Glenn Steele said, “We shouldn’t get paid if we don’t do the right thing.”

The doctors and their teams at the Mayo Clinic in Rochester, Minnesota, also created protocols for how to care for patients with specific conditions such as joint replacement surgery, CABG, atrial fibrillation (a heart arrhythmia), lipid management (cholesterol, LDL, HDL), heart failure, and more. To access Mayo’s 115 Care Process Models (and counting) and the expertise of the doctors who developed them, dozens of hospitals across the country have joined Mayo’s AskMayoExpert program. For the physicians at the Mayo Clinic who serve as Mayo’s Expert Advisors, that’s a satisfying way to demonstrate mastery.

AskMayoExpert isn’t an End Results system yet but, like ProvenCare and Perfect Care, it’s a pivotal step in defining high-quality care.

Scorecards for Prevention

For primary care physicians taking care of people in outpatient clinics, ProvenCare- or Perfect Care-type scorecards are already so extensive that following the recommended guidelines is almost impossible. For example, the top priorities on Medicare’s primary care scorecard include controlling blood pressure; counseling about smoking cessation; keeping diabetic patients’ blood sugars under control and checking their eyes, feet, hearts, and kidneys; counseling about weight loss; performing screening tests for breast, colon, and cervical cancers; carefully checking all medications; treating depression; and clearly communicating these, all in under ten minutes a visit. One study showed that for a typical primary care doctor with 2,500 patients under her care, it would take approximately 21.7 hours a day just to follow all the recommended acute, chronic, and preventive care guidelines, never mind discussing what’s on the patients’ minds.

Tom Sequist, an internal medicine physician and the chief quality and safety officer at Partners Health Care in Boston, says it could be much simpler. He argues that there are just three areas that need measuring: how good the clinicians are at making the diagnosis (this, he admits, is hard), how effectively preventive services are delivered, and how well chronic diseases are managed. Since our current approaches aren’t that effective, Sequist says, maybe we should start from scratch.

He imagines things this way: If the main goals of the hypertension quality measures are to prevent a stroke or heart attack, then why not measure doctors on whether they are lowering those risks? Instead of requiring them to do smoking cessation counseling, weight-loss counseling, and exercise counseling, and to measure lipid levels (what patient can tackle all of these anyway?)—have them apply the American College of Cardiology’s online risk prediction calculator, and challenge them to reduce their patient’s risk in whatever way works. For example, consider a 56-year-old woman who has high blood pressure and high cholesterol (hyperlipidemia) and smokes. The prediction calculator gives her an 8% risk of heart attack or stroke in the next ten years. Lowering her blood pressure would drop that risk to 5.7%; reducing her cholesterol, 6.4%; doing both would almost halve her risk. Getting her to quit smoking alone would drop her risk to 3.5%. Sequist doesn’t care which strategy the doctor and patient decide to take. He says, “However you think you can do it, just knock yourself out!” Both doctors and patients might respond better if they had the autonomy to choose, especially the patient.

The Missing Voice

In the national effort to improve quality, one set of voices has been notably missing: the patients’. Avoiding bedsores and infections might be enough for Medicare to deem a hospitalization a success, but would the patient concur? Charlie Saltzman, department chair of orthopedic surgery at the University of Utah, decided to find out. In 2013, he placed digital tablets in waiting rooms so that patients could complete the standardized surveys about how they were feeling physically, mentally, and socially. The ten-minute adaptive questionnaire asks people to rate statements like the following: “I am satisfied with my ability to do things for fun outside my home” (Not at all to Very much), “In the past 7 days I felt hopeless” (Never to Always), and “I am able to run 100 yards” (Without any difficulty to Unable to do). Every person receives a score of 0–100 for each category, such as physical function, psychological well-being, social activity, and others.

At the end of the first year, over 60,000 surveys were completed, and surgeons could begin to see patterns—a typical 67-year-old, slightly overweight man who’d had a knee replaced might be able to climb a flight of stairs, say, five weeks after the operation and get back to jogging again by twelve weeks. A similar person who had arthroscopy might recover faster, but have to stick with the exercise bike rather than running. (Eventually, this information could guide patients in deciding which treatment might be best for them.) Clinicians were also alerted to early warning signs of social isolation or depression in their patients. At the same time, these patient-reported outcomes gave surgeons another way to define whether they’d truly delivered perfect care—the patient’s view.

You Can Lead a Patient to Water . . .

Besides using End Results to learn and improve, Ernest Codman hoped that publicly sharing them would drive patients to better doctors. As hard as it is to sell physicians on quality scorecards, it can be just as difficult to get patients to use them. When the New York State Health Department made End Results for heart surgery available to the public, patients still went to the better-rated and worse-rated hospitals at the same rates. Why? Because most patients followed the recommendations of their cardiologists, and those doctors didn’t change their referral patterns. One-third felt the reporting on cardiac surgeons to be “not at all accurate,” and only 38% reported that the information affected their selection of surgeons for their patients “very much” or “somewhat.”

Patients themselves might be influenced if data were presented in more consumer-friendly ways, more relevant and accessible. For example, Medicare has a website, www.medicare.gov/hospitalcompare, that compares quality measures for most hospitals in the United States. Sure, a five-star hospital is better than a one-star hospital. But beyond that, the data are designed more for policy makers and payers than consumers. For example, if on your 50th birthday you were interested in finding the best hospital to undergo a screening colonoscopy, chances are the two quality measures on that site would not be useful for you. They report the percentage of patients who were appropriately recommended for follow-up colonoscopy three to ten years later, but they do not tell you whether the doctors found polyps or cancers in the colon, or missed them, or even how pleasant (or not unpleasant) the procedure was.

Other hospital quality scorecard programs such as Leapfrog, Vizient, U.S. News & World Report, Healthgrades, and others, provide useful data, but their scorecards all differ, and the inconsistency is confusing. Also, knowing how a hospital performs is useful, but data about each physician or team of clinicians would be more relevant for the patient-consumer.

This vital information does exist. It’s buried in hospital electronic medical records and very difficult for people to access, much less interpret, their results. Ateev Mehrota, a physician turned health policy expert at Harvard Medical School, is trying to change that. He’s helping to launch a competition to get technology companies to design apps that make the data usable. He reminds me that the US National Weather Service makes its extensive datasets widely available. The information can be shared with people through a wide range of channels, like television, websites, and even combined with location information to produce simple, ubiquitous weather widgets for smartphones.

Making such data accessible and usable would transform the patient experience. Imagine looking for an ob-gyn for your daughter-in-law or a dermatologist for your teenage son. An app could search all publicly available data on quality (and cost and patient satisfaction) and show you the clinics or physicians in your town with the best outcomes and lowest costs. It could even recommend those who specifically care for patients with conditions you are concerned about. It could tell you how much it will cost, depending on your health plan. Even better, maybe the app could schedule your appointment and automatically order a ride-share or taxi to get you there and back or map parking or public transit options for you.

That sounds great, and feasible, except for one hitch: few systems have that data about individual doctors readily available and are willing to share it. But they could, and should, for the sake of patients and for the clinicians. After all, it’s their End Results.

Staying Expert

In his article in the New Yorker magazine, “Personal Best: Top Athletes and Singers Have Coaches. Should You?” Atul Gawande writes about his feeling of stagnation as a surgeon. He was in his eighth year of practice, and his own End Results data weren’t getting better. An impromptu tennis lesson made him wonder why there were tennis coaches but not surgical coaches. To explore the possibility, he invited an esteemed colleague to observe him perform a routine thyroidectomy (removal of the thyroid gland in the neck). He confessed that offering himself up for criticism wasn’t easy. He wrote, “I’m ostensibly an expert. I’d finished long ago with the days of being tested and observed . . . Why should I expose myself to scrutiny and fault-finding?” One operation later, the answer became clear.

His mentor observed Gawande perform what he thought was an error-free, 86-minute operation to remove a cancerous nodule from a patient’s neck. He hadn’t made any mistakes, but there were opportunities to improve: Be careful that your right elbow is rising to the level of your shoulder, consider repositioning the surgical drapes so that your student and resident can assist you better, be mindful of the operating lights drifting away from the wound, and more.

In one twenty-minute session, that retired surgeon gave Gawande more feedback than he’d received in the previous eight years. He admits it can still feel awkward, but he’s continued to invite his surgical coach to observe him and provide more tips. Maybe in the future, coaching and learning don’t have to be uncomfortable, and maybe they can be built into everyday work.

R2D2 Meets the OR

With laparoscopic surgery, operations like hernia repairs, appendectomies, and nephrectomies (removal of a kidney) can be done through tiny incisions. Guided by a slender tool with a video camera on its end—called a laparoscope—inserted through a small incision (usually in the belly button), the surgeon can see the inside of the abdomen on a monitor in the operating room. Through another couple of small incisions—each the width of a finger—the surgeon can pass more long instruments into the abdomen with useful tiny tools like staplers or scissors on their tips that can be controlled from outside the patient. In the early 1990s, when I was a surgical intern fresh out of medical school, laparoscopic surgery was just starting to be used to remove inflamed stone-filled gallbladders. Today, increasingly the arms holding the instruments are not human, they’re robotic, and the surgeon is sitting away from the patient at a video game-like console wearing goggles and controlling the robot through joystick-like devices.

These modern technologies make video cameras omnipresent in modern operating rooms, and their recordings lend themselves to learning and coaching. Surgeons watch replays of operations like professional athletes breaking down game film. They can dissect their performance, step by step. By feeding thousands of these recordings into computers, artificial intelligence and machine-learning algorithms can glean more insights. Imagine a future in which surgical technologies can provide real-time recommendations during an operation about what to avoid (cutting a nerve, inadvertently clamping the ureter or bile duct) or where to cut. They could give surgeons feedback that feels less judgmental and much more routine, timely, and helpful. They could even incorporate patient outcomes data from the electronic health record to help surgeons learn how some of their decisions in the operating room affected patient recovery later.

A Chance to QURE

Nonsurgical doctors need coaching, too. John Peabody, a physician at the University of California, San Francisco, founded a company called QURE that gives doctors in “cognitive” specialties like internal medicine, oncology, rheumatology, and cardiology a chance to test and improve their skills using patient simulations. A clinician is introduced to a virtual patient on the first screen and prompted to ask about her recent medical history, vital signs, and physical exam findings. As he would in practice he can order any imaging or diagnostic test. Once he has made the diagnosis—for example, acute pyelonephritis (kidney infection)—the doctor is prompted for treatment recommendations like what antibiotic should be prescribed. At the end of the case, the system grades the clinician’s performance (on a scale of 100) and also benchmarks his score with his peers. Each case concludes with a review of recommended guidelines.

Peabody and his colleagues at QURE have demonstrated that physicians who go through these case studies perform better in actual practice. They order fewer unnecessary tests and procedures and save money. Imagine if this coaching could take place with real patients in real time within electronic health records (more on this in Chapter 9).

For the visual specialties like radiology, computer vision powered by artificial intelligence can coach doctors in real time. For example, consider the interpretation of chest CT (“CAT”) scans. Under current guidelines, about 6.8 million people in the United States are supposed to undergo an annual chest CT scan because they’ve had a long history of heavy smoking and are at higher risk for developing lung cancer. Cancers look like small white dots on a sea of white crisscrossing lines and dots (the blood vessels and airways in lung tissue). Imagine doing “Where’s Waldo” puzzles all day (mixed with short intervals of dictating into the computer where you found Waldo) and you’ve essentially understood the life of a radiologist tasked with reading these scans. (And don’t forget to add the pressure that someone’s life may depend on your ability to find Waldo.) As primary care doctors start to recommend screening CT scans more consistently (only about 4% of heavy smokers have had the scan so far), the potential workload for interpreting these studies is daunting.

By highlighting suspicious dots automatically, commercial computer-assisted diagnosis programs can support radiologists in their search, and they can probably do it more reliably. It’s also likely that they will soon be able to distinguish between cancerous and noncancerous nodules, like scars from prior infections. When it’s not provoking fears of future unemployment, the support can be welcomed, especially if it makes them better doctors and relieves them of tedious work.

The Action Plan for Codifying Codman

Ernest Codman’s greatest hope was for physicians to get better at their craft by learning from each other and their End Results. A hospital that routinely extracts End Results from its electronic health data can help its doctors, nurses, and their teams learn and improve. Artificial intelligence could accelerate the pace of change. Learning health systems are figuring out that higher quality care is not only better for the patients, it’s better for their businesses. Fewer complications, fewer readmissions, and shorter stays in the hospital all cost less. Those savings can, in turn, be invested into more improvement. When End Results are shared publicly, as Codman always hoped, patients can reward high performers with more business. It becomes a virtuous cycle, and we all get better.

To develop a learning health system we all have a role to play:

As a patient and consumer of health care, you should:



•Provide feedback about your health care experiences, especially whether the outcomes of your care or your loved ones’ care met your expectations.

•Use trusted online web tools like Leapfrog or Medicare’s online Hospital Compare tool to look at the quality and safety records of medical facilities you are considering for care.



As a physician or other health care professional, you should:



•Expect from your hospitals and clinics routine feedback on your individual and team performance.

•Refer patients to physicians and facilities that have high ratings on quality, outcomes, and affordability.



As a payer, such as a self-insured employer, government entity, or health plan, you should:



•Demand that your health care facilities and individual clinicians establish ways to assess quality and outcomes and share them in a timely fashion with clinicians and with you.

•Expect health systems to factor in patient-reported outcomes in their assessments of performance. These should include measures of physical, mental, and social well-being and incorporate the patient’s health expectations.



As a policy maker, you should:



•Make sure part of the accrediting and national oversight of hospitals and physicians includes how favorable the environment is to learning and improvement.

•Expect that clinician training and coaching, whether by peers or through electronic teaching or artificial intelligence-assisted methods, are a part of continued licensure for physicians and other health care professionals.



And most important, all of us need to elect leaders who encourage the public sharing of quality and outcomes data about both facilities and individual physicians (and insist on accurate risk adjustment so sicker patients aren’t neglected).





CHAPTER 6

THE PRICE ISN’T RIGHT


For a field in which high cost is an overarching problem, the absence of accurate cost information in health care is nothing short of astounding.

—Michael E. Porter and Thomas H. Lee

The day after Labor Day 2015 was a quiet one for news . . . except in my office. Journalist Gina Kolata had written a front-page story in the New York Times with the headline: What Are a Hospital’s Costs? Utah System Is Trying to Learn. The article highlighted our efforts to rein in costs by measuring the costs of care for every patient and every doctor in our hospital. It was the most emailed New York Times story of the day, and the university’s email inboxes were swamped with requests for more information from other hospitals, insurers, state governments, and more: Could you explain how you measured costs? Could you meet with our legislature? Could our team visit your hospital to learn more? What state is Utah in?

Amid the hundreds of inquiries, one stood out. It came from Dr. John Wong, chief executive of National University Health System of Singapore, the top health system in a country that many health policy experts believe has the best health care in the world. An American-trained oncologist, Wong asked if we would welcome him and his team for a visit.

Wong told me that despite their impressive statistics, the Singaporean government was deeply worried. At the time, the average Singaporean lived four years longer than the average American, even though the island nation was spending about one-fourth as much on health care per person. But the Ministry of Health budget was growing at double-digit rates, and with an aging population and a workforce shortage leading to high labor costs, health spending was expected to rise to 6% of their GDP—a 30% increase. We found his concerns almost laughable, since that would still be only one-third of what the United States spends, but there was an urgency in his voice. Before a month had lapsed, he and 23 members of his leadership team arrived in Salt Lake City, tablets and laptops in hand, ready to learn.

The Sick Elephant in the Room

The next time you visit your doctor, ask her how much your care costs. Ask how much the flu vaccine costs or the X-ray or blood test or your last hospital stay. She won’t have a good answer. First, she may assume you are asking about the price—how much you, your insurance, or Medicare will pay. Most doctors won’t know, unless they are in cosmetic dermatology, dentistry, or cosmetic plastic surgery, for example, where patients pay cash. (Those doctors may even post their prices online, just like at the beauty salon or barber.)

Most doctors will explain that they can’t really know how much you’re going to pay because it’s impossible for them to keep track—insurance companies have so many plans with different deductibles and co-pays. Fair enough.

Instead, ask her not the price, but how much it costs her clinic to provide your care. How much does it cost them to give you that flu shot or blood test? It’s not an unreasonable question. Every business, from Jiffy Lube to the neighborhood deli to GM, knows how much it costs to deliver the products and services on their menus—whether it’s an oil change, a pastrami on rye, or a full-loaded Yukon truck. (In accounting terms, that’s the costs of goods or services sold).

Does it cost her medical group $5 or $50 or $500 to care for you during a single visit? She won’t know. Her boss won’t know. Her boss’s boss won’t know. Even the CFO won’t know.

And they’re not the only ones stumbling around in the dark. I’ve asked thousands of physicians and other professionals, “Do you know what it costs to provide health care for each of your patients?” It’s rare that a single hand goes up. They don’t know how much it costs to run the MRI scanner or the echocardiography machine. They don’t know how much every minute a patient stays in the emergency department or intensive care unit costs. They mostly don’t know how much the drugs they prescribe cost—what they pay or what you pay. The prescription pads and medical orders they fill out have no prices on them.

Let this astonishing situation sink in, and consider its implications. The individuals responsible for most of the spending decisions—Generic or branded drug? Imaging study or a blood test? Coronary catheter brand A or brand B?—have no idea what the bill is for any of that. It’s as if you are shopping in a grocery store where nothing has a price tag on it. And you won’t get your final bill until six months after you’ve eaten what you bought that day.

Maybe you don’t want doctors to know all those costs because you want the very best care, regardless of price. Maybe you think the “at any cost” approach is great because you are covered by insurance. You’re wrong. Eventually, you pay that bill. We all do. (Remember the surf ’n’ turf trap in Chapter 1?) In fact, you may pay two or three times: employer-based insurance comes out of your paycheck (and is subsidized by your taxes), your co-payments and deductibles come out of your wallet, and government-based care comes directly out of your taxes.

That’s why it’s important for you, me, and all of us to get costs down. And to do that, we all—patients, doctors, hospitals, and insurers—must know what everything truly costs, because we can’t manage what we can’t measure.

Sticker-Shock Therapy

Harvard Business School professors Michael Porter and Bob Kaplan marveled at how obvious the problem was to them in an article titled “The Big Idea: How to Solve the Cost Crisis in Health Care,” where they wrote, “Accurately measuring costs and outcomes is the single most powerful lever we have today for transforming the economics of health care.”

In Salt Lake City, we set out to build that lever (and later got Porter and Kaplan to help).

We had a rudimentary understanding of our costs at the University of Utah. The hospital knew overall how much it spent on labor (over half of all costs), supplies (like catheters and oxygen monitors), and contracts with service providers (like laboratory testing companies). It knew how much it cost to build a wing or a clinic and how much it cost to run the cafeterias. One huge problem: All that information was calculated at the department level—nursing, obstetrics, intensive care units—and averaged across all patients and doctors. That averaging made the numbers meaningless because it hid differences and erased the power to motivate individuals to change how they did things. Charlton Park, then the leader of the team of hospital analysts, summarized the data challenges for me: “It was just useless. It never left the finance department . . . it wasn’t actionable.” His colleague Cheri Hunter, who oversaw the data warehouse, agreed. “People didn’t see data in a way that was clinically relevant,” she said.

That realization motivated one analyst, Cary Martin, to think about how to calculate the costs of care for each patient. It was a bold idea, and fortunately, he had a head start on the problem. About 20 years earlier, Jim Livingston, chief technology officer, had started designing one of the nation’s first data warehouses for the hospitals and clinics. It automatically captured, organized, and stored detailed data about how the University of Utah was caring for every one of its patients: how many minutes people were spending in the emergency room, operating room, or intensive care unit; what laboratory tests were ordered or drugs prescribed; which therapists, doctors, and nurses were caring for each of them. If he could assign a cost to each of those components (How much was a minute in the operating room? How much did the surgeon’s time cost?), he would be able to total up the costs of care for each patient’s visit or stay.

Martin started with an estimate Medicare used, called a cost-to-charge ratio. This rough calculation starts with the amount the hospital bills Medicare and then applies a fixed fraction, say 0.8, to estimate what it actually cost to produce the service. It wasn’t anywhere close to perfect. Martin knew he could make it better. He just needed some coconspirators.

Fortunately, Ken Kawamoto, a brilliant informatician (and doctor) was eager to join Martin’s crusade. He and the chief medical quality officer, Bob Pendleton, had told physicians that they were ordering too many unnecessary lab tests and echocardiograms and overprescribing antibiotics. The doctors ignored them. Kawamoto thought he could get their attention by accurately measuring costs for each doctor and showing them how much their overordering was wasting. He also knew that getting doctors to adopt more consistent protocols would cut costs, reduce mistakes, and improve patient outcomes.

What’s a Gauze Pad Worth?

To do what Martin, Pendleton, and Kawamoto wanted, the system needed to itemize the cost of every step of care for every consultation, procedure, and operation. It was a monumental undertaking that would require talented people from across the organization: biomedical informatics, information technology, decision support, finance, quality and safety, and clinicians. Toward the end of a six-month blitz fueled by late-night pizza and Diet Coke, the team produced version 1.0 of a program they called “Value Driven Outcomes,” consisting of 135 million rows of data accounting for every element of clinical care necessary for any kind of patient visit. A knee replacement wasn’t just one line on that costing table; it aggregated 1,300 costs in 20 categories, from surgical supplies (gauze pads) to facilities costs (operating room time) to labor expenses (physical therapists, nurses, and physicians, including the surgeon, anesthesiologist, and hospitalists). With this tool, the system could calculate the costs of care for every one of the 1.7 million patient visits to the University of Utah hospitals and clinics each year.

Looking at the itemized costs in the Value Driven Outcomes tool reminded me of when we discovered as children that snowflakes are six-sided crystals or that butterfly wings are scaly. It was so unexpected, so granular, and so beautiful. We learned that each minute in the emergency department cost us 82 cents. Each minute in the surgical intensive care unit was $1.43. Each minute in each operating room for an orthopedic operation cost a whopping $12. And these were just the costs to run them; they didn’t cover the opportunity costs—the revenue that could have been collected had the operating room been busy, which can be multiples more. For the operating rooms that tended to start 15–20 minutes late each morning, putting a price on that tardiness was a powerful motivator to be more efficient. Martin and Kawamoto were right. Capturing specific cost dollars did grab everyone’s attention. After all, who wanted to start each morning having already wasted thousands of dollars?

Taking a Scalpel to Costs

The Value Driven Outcomes tool arrived just in time. Medicare was launching the Bundled Payments for Care Improvement pilot project that would pay hospitals and doctors a flat fee for each patient who underwent either a hip or knee replacement. If surgeons and hospitals could keep costs below the bundled payment price and meet quality standards, they could pocket the difference. If not, they were on the hook for the overages.

Utah’s orthopedic surgeons realized they could use the Value Driven Outcomes tools to handicap those bundled payments. And what they uncovered shocked them. Like an archaeological dig, every layer of costs in the joint replacement “excavation” revealed more differences and more opportunity. For the eight surgeons who performed routine hip and knee replacements, the overall costs of care—what it cost the hospital to care for patients—could differ by thousands of dollars for each patient, and the procedures varied in every possible way: type of artificial joint used, time in the operating room, pain medications prescribed, laboratory tests ordered, number of days in the hospital, and more. Each surgeon had his or her own way of doing what should have been the same operation because they had trained in different hospitals with different mentors. (Medicine still embraces the apprenticeship model.) Their instructors had taught them to replace a hip using a specific brand of artificial joint, using a specific protocol, and that’s what they brought with them to Utah.

We knew that if we were going to get better, safer, and cheaper care, we needed to standardize all this. But we also knew that we’d never get our doctors to change how they’d done things their entire career just because we asked them to, even if it would save money. We need to help them see this would make them better doctors and tap into their intrinsic motivation.

Change Is Great, but You Go First . . .

Most physicians hate to talk about the costs of care. The sanctity of the doctor-patient relationship feels violated by such pedestrian money talk. What most of them care about is that their patients get better. Aside from the perverse incentives of fee-for-service medicine, they are taught to order whatever they think the patient needs — drugs, laboratory tests, imaging studies, even operations—never mind the price tag. That’s why both the Utah and Singaporean teams didn’t start their Value Driven Outcomes initiatives by talking with their doctors about money. They started with patient outcomes. They took the hospital-wide quality measures and made personal scorecards so that each physician could see how his or her patients compared with other doctors like them. The differences were revealing.

For example, patients at the University of Utah who had their hips or knees replaced in the late afternoons didn’t seem to have as good outcomes as early morning patients. It turns out the afternoon patients were arriving on the hospital floor after the physical therapists had gone home for the day and were not getting the chance to walk on the day of surgery. Consequently, on average, they were healing more slowly and staying in the hospital longer than expected. This was an easy problem to solve. The hospital moved some of the physical therapists to a second, later shift. Within weeks, all patients were getting out of bed on the day of surgery. They did better. And the hospital did better—reducing costs by more than 10%.

Taken together, the outcomes data and the cost data told a compelling story. It was obvious that bad patient outcomes were more expensive. They resulted in longer stays in the hospital, extra tests and procedures, and higher risks of having to come back to the hospital after discharge. Higher quality led to lower costs. The lowest-cost physicians were among the best, unlike cars, and unlike theater tickets.

It was also obvious that there were needless and wasteful variations in how care was provided. For example, Utah’s orthopedic surgeons were struck by the differences in the prices of commonly used artificial hips—the most expensive was three times the cost of the least expensive, yet patients did not do better with the pricier implants. Armed with data, the surgeons complained to the manufacturers and in some cases secured lower prices. In other cases, they asked colleagues to teach them how to operate using a less-expensive artificial joint. It was collegial and voluntary.

Many decisions in the hospital were made easier with the outcomes and costing data. When the analytics team showed that a $15 asthma inhaler worked as well for most patients as a more popular new one that cost $200, it was easy to persuade the doctors to change. “We can . . . have a 15-minute conversation between physicians, and within two days we can change care delivery to save several hundred thousand dollars a year,” said Chief Medical Quality Officer Bob Pendleton. “We’re just talking about one tiny grain of sand in the beach of opportunity.”

That Job Is Beneath You

Harvard Business School’s Bob Kaplan is one of the fathers of cost-accounting. Having made a career out of helping companies like John Deere and Siemens run more efficiently, and hence, more profitably, he had thought that his cost-accounting work was mostly done. Then his colleague Michael Porter persuaded him to look at health care. He did and was flummoxed by what he saw.

When I first met Kaplan in 2014, he was lecturing at a course with Porter on “Value-Based Care” at Harvard Business School. He told the classroom full of eager hospital CEOs that the opportunities for them to reduce costs and increase profits in a pay-for-results environment (“value-based care”) were bountiful. In every hospital he visited, he saw surgeons hunting around for medical charts or calling up pharmacies to clarify prescriptions. These highly trained professionals were doing the work of a medical assistant or an aide. He also saw huge variation in the range of costs—more than two-fold—that even the busiest of hospitals incurred to perform a standard operation, such as a total joint replacement. In describing this, his voice rose. He seemed disbelieving that such simple problems could be so easily identified and fixed.

Kaplan lasered in on personnel costs because that was where the opportunities were the greatest. Labor consumes over half of all health care costs, and Kaplan knew that assigning the right jobs to the right employees, and eliminating tasks that did not lead to better patient outcomes, could save most hospitals millions of dollars. He explained the calculations in simple terms: To approximate the cost of an employee’s time, first calculate all the expenses associated with that person: his or her compensation and benefits, a pro rata share of costs related to supervising the individual, the costs of equipment and information technology, space, and others. Then estimate the total amount of time the employee has to do his or her work: starting with 365 days a year and deducting weekends, vacations, sick days, and so on, and multiplying the number of days by the number of hours available for work each day. Divide the total expenses by the total amount of time, and Kaplan says, you have a “capacity cost rate” for that individual, in dollars per minute, for example.

As a rough estimate, Kaplan suggests this quick shortcut: start by estimating the person’s annual salary plus benefits and then divide that number by 100,000 to arrive at an approximate cost per minute. A typical nurse, paid $82,000 in salary and benefits, costs about $0.82 per minute to do his or her job; a cardiac surgeon, $8.80 per minute; a medical assistant, $0.37 per minute.

Any job done by a nurse that can be shifted to a medical assistant—tracking down supplies, double-checking computer documentation, or bathing a patient—could save $0.45 per minute (or $27 per hour) and reduce labor costs by more than half. Any task performed by a cardiac surgeon that could be managed by a nurse—changing a wound dressing or removing stitches—could save around $8 per minute (or $480 per hour). Having a medical assistant help a surgeon track down old X-rays or type laboratory test results in the electronic medical record could save even more. Best of all, having each person doing what they’re trained to do—nurses with patients, surgeons in the operating room—makes them happier and more satisfied.

This exercise inevitably leads to an obvious observation: there wouldn’t be so much to save if there weren’t such large salary differences. Kaplan, an expert in labor costs, says the gap between the highest- and lowest-paid working professionals in health care is the largest he’s seen in any industry, except maybe professional sports teams.

Improving Your Image

When it comes to highly compensated physicians driving up the costs of care, radiologists have long borne the brunt of this criticism. (One friend used to call my profession “Radi-holiday.”) Radiologists are a little defensive and quick to point out that imaging science has radically transformed medicine. Guided by MRIs or CT (“CAT”) scans, people who suffer strokes can now be treated with clot-dissolving medicine and recover completely. Whole body PET scans can spot and track metastases from head to toe in a single scan. Despite the gibes, general internist physicians rated CT and MRI as the most important medical inventions of the prior century, above coronary artery bypass surgery and hip replacements.

The widespread reliance on expensive imaging technologies has, however, come at a high cost. At their peak, in 2006, imaging costs consumed 13% of all Medicare expenses. Most people think imaging is expensive because of the technology. After all, when was the last time you saw a CT scanner or MRI machine at a garage sale? But that’s not the real reason. The truth is that the prices of scans are set at whatever hospitals have been able to negotiate for them (rather like some drug pricing, as we’ll see in Chapter 8). When Medicare and insurance companies pushed back, reimbursement rates tumbled. By 2012, imaging costs fell to only 2.1% of Medicare expenses, mostly through reduced payments.

To maintain their businesses, radiologists had two choices: either perform and interpret more scans (the default option in a pay-for-action world) or match declining revenues with lower expenses. University of Utah’s department of radiology decided to study the latter, starting with one of the most popular studies, CT scan of the abdomen and pelvis.

The abdominopelvic CT scan is like the Swiss Army knife of radiology. It helps doctors find kidney stones, characterize abdominal cancers and their spread, and spot the telltale swollen worm-like appendage that marks the diagnosis of appendicitis, to name a few examples. Looking at how much it cost to perform an abdominopelvic scan, University of Utah radiologist Yoshimi Anzai and colleagues discovered that the CT scanner costs made up only 6% of the total costs. Another 14% went for the supplies (the contrast material or “dye,” intravenous catheter, and syringe, among others). Surprisingly, the overwhelming portion—80% of costs—were to cover personnel: the radiologist who interpreted the images (40%) and the technologist and nurse (another 40%) who operated the scanner and looked after the patient.

In theory, the radiologist should have taken about 10–15 minutes per scan, reviewing the images and dictating the findings into the electronic medical record. However, like the surgeons tracking down old X-rays, the radiologist was spending time calling up the doctor who ordered the study to ask questions that should have been answered in advance, like: Why was the study ordered? Or she was searching for previous scans to determine whether the cancer had grown. Or hunting down a relevant laboratory test result. With radiologists costing about $5.80 per minute, these amounted to the biggest unnecessary costs.

More effective and interoperable electronic health records should obviate some of this drudgery (more in Chapter 9). Until then, it’s worth noting that while physician assistants and medical assistants are common in surgery and cardiology, they have yet to make an appearance in radiology. Maybe now is the time.

It’s a Wonderful Paycheck

Many health care professionals are highly paid (especially doctors, dentists, and administrators). Analysis of 2016 data showed that the average generalist physician in the United States made $218,173 a year, double the average of generalists in ten other high-income countries (including the Netherlands, UK, Canada, Australia, and Germany). Specialists averaged $316,000, also higher than in any of those nations. US nurses also make more than their international peers, averaging more than $74,000 per year compared to $42,000–$65,000.

Across the board, wages for physicians, dentists, and nurses in the United States have risen over the past 50 years, in parallel with soaring health care costs. While high salaries undoubtedly worsen the US health care crisis, the impact on the economics is not that big. Health care economist Uwe Reinhardt showed in 2007 that higher salaries added about 2% to total national health care spending. Nevertheless, drivers of higher wages are important to understand.

One built-in expense for physicians is the high cost of medical litigation in the United States. Malpractice insurance varies significantly by specialty and by geography. Obstetricians typically pay between $100,000 and $200,000 per year for professional liability insurance. In Nassau County, New York, obstetricians paid on average $214,999 in 2017, while those in Illinois paid $177,441. Surgeons have lower malpractice premiums than the obstetricians. Internists pay the least—their annual premiums averaged $20,000 to $40,000, depending on the state.

Malpractice premiums in California are the lowest in the nation across all specialties. That’s partly because the Medical Injury Compensation Reform Act of 1975 limits noneconomic damages awarded by juries in California to $250,000, and it also caps plaintiff attorney’s fees.

Medical school (and undergraduate) debt is another factor driving expectations of higher compensation. The Association of American Medical Colleges reports that about three-quarters of all medical students graduate with debt, and the median amount of debt was $200,000 in 2018. Medical school is expensive—the average cost for public schools for four years of training is $243,902; for private schools, it’s $322,767. There is another pernicious factor here: graduating with significant debt motivates some students to pursue more lucrative specialties and shun areas of greatest need like pediatrics, family medicine, geriatrics, and internal medicine, professions that are most needed in a pay-for-results world.

Another factor is the shortage of doctors in the United States, which is expected to worsen as the population ages and physicians retire early. The shortages may be partially mitigated as pay-for-results systems evolve into team-based care models and employ more nurses, pharmacists, medical assistants, health coaches, and social workers. As in many other industries, the artificial intelligence revolution will gradually redistribute the work among health care professionals. My specialty, radiology, might be one of the first to experience this radical change.

Doing Good and Doing Well

Over the period from 2013 to 2015, fueled in part by Value Driven Outcomes initiatives, the University of Utah health system reduced expenses and doubled its operating margin to 10%, considerably better than the national average of 2%–3%. It shared some of the savings with the teams who’d made it happen, like the orthopedic surgeons and hospitalists. As a nod to physician autonomy, administrators let the physicians choose how to spend their share, provided they didn’t use the funds for their own compensation.

How did the doctors elect to spend the savings? They hired more medical assistants to help them type notes in the electronic medical records. They hired research assistants to do more quality-improvement work (like the project to ensure that all patients walked right after surgery). They traveled to national conferences to share their results with others. In short, they used the savings to make their lives more manageable, to generate more savings, and to provide better care.

Feeling more confident about managing costs and quality, Utah doctors also began to view Medicare’s bundled payment pilot projects more positively. Getting paid for results instead of for action was starting to look like a survivable path forward for both the hospital and for our doctors, and maybe one that might even help them succeed and provide better care.

The National University Health System of Singapore saw similarly impressive results. After their Utah visit, they developed their own version of Value Driven Outcomes and used the tool to standardize care. After three years of working on areas like better care for patients with heart attacks, pneumonia, hip fractures, gout, and cataracts, among more than 40 others, their efforts have proven successful. Between 2016 and 2019 they saved about 7% in costs. That was lower than the rate of savings we got in Utah, but they were still celebrating. And to be fair, they were already one of the lowest-cost systems in the developed world; they didn’t have as much fat to trim. Buoyed by their success, the Singapore Ministry of Health announced one year into this effort that the measurement of costs and quality would be required across all hospitals in the country.

The Action Plan for Collaring Costs

In a new pay-for-results world, it’s vital to engage physicians and hospitals in improving outcomes and costs in ways that are intrinsically motivating. Better care results in shorter stays, fewer mistakes and complications, and fewer readmissions. Higher quality often means lower costs. How we engage the most important people of all—the patients—presents the ultimate challenge and opportunity in the journey from paying for action to paying for results.

To reduce the costs of care, we all have a role to play.

As a patient and consumer of health care, you should:



•Ask your physician if she knows what it costs to care for you—what you will be charged, and what it actually costs her system to provide that care.



As a hospital leader, physician, or other health care professional, you should:



•Measure costs and outcomes for each patient, and make that information available to all your clinicians. Consider making it available to the patient and the public.

•Evaluate variations in patient outcomes and in costs of care across physicians, benchmarked where possible. Challenge each other to reduce unwarranted variation.

•Evaluate your labor force and consider whether additional medical assistants or other types of health care professionals should join the care team.



As a payer, such as a self-insured employer, government entity, or health plan, or as a policy maker, you should:



•Demand that all health care businesses quantify both patient outcomes and the costs of care at the individual clinician level, and at the clinic or hospital level.

•Develop incentives to reduce variation in how care is provided, and encourage clinicians to practice according to recommended guidelines.

•Consider loan-forgiveness models to alleviate the debt of students who choose to become primary care practitioners and mental health clinicians and serve in underserved geographies.



And most important, all of us need to elect leaders who are committed to improving quality and lowering the costs of care.





CHAPTER 7

FROM CARING TO COPRODUCING


We need to embrace the reality that doctors and clinics don’t provide care. The parents, family members, caregivers, and patients themselves provide care.

—Justin Masterson

It was 2008, and poor patient ratings placed the University of Utah hospitals and clinics in the bottom quartile nationally in patient satisfaction. Seething letters of complaint were stacked on CEO Lorris Betz’s desk, and neighbors accosted him in the grocery store to rage about a five-hour wait in the emergency department or a battle with a grumpy receptionist at the clinic. Betz’s wife had suffered a kidney stone, which had launched a series of encounters with the medical system that had infuriated them both: an hour-long wait for the radiologist to confirm the kidney stone on her CT (“CAT”) scan that the radiology resident had seen immediately; the three-hour wait for her lithotripsy procedure to shatter the recalcitrant stone; the urologist who performed the procedure and yet never introduced himself (much less apologized for the delay); and the calls to the clinic that went unanswered.

His wife’s kidney stone debacle was the last straw. The CEO had finally had enough.

The Exceptional Patient Experience

Betz invited his system’s leaders to his home for a retreat. He challenged them to rethink their roles: No matter how great doctors thought they were, he said, “Medical care can only be truly great if the patient thinks it is.” He articulated a new expectation for his team: everyone who received care from the University of Utah would leave feeling that they had received extraordinary care. Everyone would have an “Exceptional Patient Experience.”

Betz set the university hospital on a completely new course that required reimagining every element of the patient experience, every step of care. Examples of exceptional customer service in health care were so rare that his team turned to exemplars in other industries, like the Apple store and In-N-Out Burger. They noted how those businesses collected meticulous measures of customer engagement and satisfaction and used them to power continuous improvement.

The Utah team designed a questionnaire to do the same. They asked patients: Did the physicians communicate clearly? Did you feel a part of the decision-making process? Did you feel respected? Did you wait longer than expected? Would you recommend your physician to a friend? They carefully avoided topics that physicians had little control over, like food and parking. (Separately, the hospital invested in free valet parking and a la carte room service.)

The hospital mailed (or emailed) surveys to patients right after each clinic visit or hospital stay. To encourage candor, they promised that the feedback would remain anonymous. By using questions from a commercial question bank, responses for Utah doctors could be compared to those for 100,000 other doctors in the national database. In addition to receiving raw scores (on a scale of 1 to 5), doctors also were told what percentile their patient satisfaction scores placed them when compared to peers nationally. That stoked a competitive drive that was powerfully motivating for Betz’s doctors.

Where Everyone Is Well above Average

Once the surveys were collected, the team knew the feedback could have the power to motivate change. At the same time, they realized they were sitting on a potential powder keg. Physicians genuinely believe they are well above average and don’t always take criticism well. Negative feedback could backfire—it could make them more defensive, more hostile, less inclined to change. (Plus, with the national shortage of physicians, any disgruntled doctor could easily find a new job if he or she was irked by patient surveys.) The team had to manage these results very carefully.

In the beginning, the Exceptional Patient Experience team distributed patient satisfaction scores confidentially and individually. Only physicians and their clinic teams could view their patients’ scores and comments. Jim Ashworth, the new head of child and adolescent psychiatry, appreciated that discretion. In the beginning, his patients scored him poorly—at the bottom 1 percentile in patient satisfaction, compared to other doctors like him in the United States. It wasn’t that they didn’t like him—they just didn’t like the way his office ran. Many were frustrated at the long waits in the waiting room, the lack of communication from the staff, and the lack of coordination among staff members.

Instead of dismissing that carping, Ashworth saw it as invaluable feedback. “We really only have one chance with some of these patients,” he said. The surveys gave him and his team a way to get feedback quickly about their efforts to make the clinic a happier place for his adolescent patients, like a new training program for receptionists or a new template for scheduling clinic appointments. Within six months, Ashworth’s scores were better than 90% of his peers nationally. The staff in his division vied for the top ratings. “Everyone wants to be the star employee,” said Ashworth’s chief administrator, Ross VanVranken. Within a year, the entire psychiatric hospital was in the top 5% of all psychiatric hospitals in the United States. VanVranken said, “It’s like a love fest around here. It’s really a team deal.”

Stories of exceptional performance spread, and teams sought to replicate the successes of superstars such as Ashworth and Norm Zabriskie, the university’s glaucoma expert. Zabriskie could see up to 80 patients a day in his ophthalmology clinic and still average a score of 4.8 out of 5 on patient satisfaction. A self-described “efficiency freak,” Zabriskie worked with five ophthalmic technicians who took the time to talk with each patient, not just about their eyesight, but about new grandbabies and other important matters. His waiting room was almost always empty because patients were seen as soon as they arrived. They didn’t feel like they were on a conveyor belt because they got personalized care.

Across the hospitals and clinics, satisfaction scores improved for almost all clinicians, and it began to feel safer to share the ratings more publicly. Satisfaction score charts appeared on a hallway bulletin board, anonymized—“Dr. A, Dr. B, Dr. C, Dr. D . . .”—so a cardiologist, for instance, would know where he or she ranked within the department. A few months later, real names started to show up on those charts, and before long, the dermatologists could compare themselves to the orthopedic surgeons and cardiologists. And they did.

Within a year, about one-quarter of all physicians at the University of Utah were in the top 10 percentile nationally, and over 10% were in the top 1 percentile in patient satisfaction. By the time I joined the University of Utah in 2011, glowing reviews from patients had become the norm. Then one of our pancreatic surgeons had a conversation with her friend that set us on a new path.

Think YELP with a Stethoscope

Courtney Scaife spends her time in the operating room removing deadly tumors embedded in the pancreas, a gland that, other than producing hormones like insulin, is primarily a factory and storage space for enzymes. As the chemicals that help digest food, enzymes are not finicky—they digest anything they touch. Any damage to the pancreas—from a car accident or an operation—that inadvertently spills those enzymes out of their safe pancreatic stores can wreak havoc in the body. It’s tough to be a great pancreatic surgeon.

When, at her friend’s suggestion, Scaife searched online for information about her performance as a surgeon, she was shocked: A commercial physician rating site had three anonymous, nasty comments about her. “My vet has more compassion,” wrote one.

Thanks to the university’s survey system, Scaife had received hundreds of anonymized patient survey responses and was accustomed to being praised for being a thoughtful and considerate cancer doctor who was “very thorough in answering my questions . . . alleviated many of the fears I had.” Criticisms mostly arose when that thoroughness took longer for some patients than their scheduled time, making the clinic run behind; one patient cautioned, “Be prepared to have a long wait.” In terms of compassion, patients were consistently positive, writing that Scaife had “put me at ease,” and was “very kind and informative.” Some patients were effusive in their praise: “Dr. Scaife was awesome.”

Although the commercial online comments didn’t necessarily come from real patients—anyone could post a comment or rate her on that site—Scaife knew that potential patients, trainees, or recruits who searched her online might take them seriously. With the determination of a cancer surgeon, Scaife asked hospital leaders to post all her patient scores and feedback online. She was willing to post every comment—positive or negative—as long as it was from a verified patient.

Her request prompted heated discussions in my office and across the hospital. Many of Scaife’s colleagues were not as eager to share this information. Not everyone felt comfortable with the world reading unfiltered critical feedback about them. On the other hand, many of us knew the information would be valuable to our patients and would show our community how seriously we took their feedback. After nearly six months of discussions and a few lively townhalls, I approved her request. In December 2012, the University of Utah became the first hospital in the nation to post patient satisfaction scores and feedback on the web. We never imagined its impact.

Unexpected Perks Percolating

After the scores were posted, web traffic for the University of Utah Health nearly doubled. Community leaders put pressure on the other hospitals in town to collect and post their results. Health systems from across the country consulted and visited us—Cleveland Clinic, Stanford, Geisinger Health, Wake Forest Baptist Health and Piedmont Health in North Carolina, and Northshore LIJ Health (renamed Northwell Health) in New York, for example—and after a couple of years, they and others began to share their patient feedback online, too.

Online search tools like Google prioritize websites that have real consumer feedback in large numbers. Our patient satisfaction scores were just that. When people searched online for an obstetrician, internist, or cancer surgeon, University of Utah physicians consistently appeared at the top of search results. More patients than ever sought care at our facilities.

Besides driving more business to the university, improved patient satisfaction also meant fewer malpractice suits. Malpractice premiums declined during the first five years of the Exceptional Patient Experience, despite having more doctors and more business. Patients also got better care—improved communication and decision making probably helped. From 2011 on, the hospital consistently ranked each year in the top ten in quality and safety of all teaching hospitals in the country.

Five years after the start of the Exceptional Patient Experience journey (and one year after we began posting patient comments), physician satisfaction scores reached new highs—half of our clinicians were in the top 10 percentile nationally (ordinarily, you would expect only one in ten to have that ranking). One-quarter of all our clinicians were in the top 1 percentile (99th percentile or above). In some of our clinics, every doctor was in the top 1 percentile in patient satisfaction.

Best of all, these results sustained themselves—without much tending. The university achieved significantly improved patient satisfaction without offering any financial incentives to the doctors. Their reward was all that positive feedback, more patients coming to them for care, and a strong sense of personal satisfaction in knowing that they were, indeed, well above average.

The Anti-Ratings Leaders

Nationally, the patient satisfaction movement has made uneven progress. While the University of Utah was rolling out its Exceptional Patient Experience initiative for outpatient clinic visits, the national inpatient satisfaction movement took a different turn.

In 2008, Medicare threatened hospitals with a 2% cut in payments if they did not start collecting patient satisfaction surveys (Hospital Consumer Assessment of Healthcare Providers and Systems, HCAHPS or “H-caps”). Within one year, over 90% were participating. The inpatient questions cover important topics, such as communication with nurses and doctors, pain management, responsiveness of hospital staff, cleanliness and quietness of the hospital environment, communication about medications, discharge information, and willingness to recommend the hospital. These patient ratings influence the amount hospitals are paid and also their public scorecards (whether they are a one- to five-star facility, according to Medicare, for example).

Many physicians are still skeptical about the effects of these mandatory surveys on patient care. They point to medical literature suggesting that emphasizing patient satisfaction can worsen overtreatment and overprescribing because physicians are placed at the mercy of unreasonable patient demands. Some policy makers blame the emphasis on pain management in HCAHPS surveys (and in hospital accreditation reviews) for the rise of opioid overprescribing and the subsequent addiction crisis. (Those questions about pain were removed from HCAHPS surveys in October 2019.) Other studies, including ours from the University of Utah and a Harvard study, showed that high patient satisfaction correlates with better health outcomes for patients. Why the difference?

A thoughtful analysis by researchers at Duke University explained that patient satisfaction initiatives can lead to better care if they are implemented in the right way. They say surveys need to be specific and ask about a particular visit to the clinic or hospitalization. They need to be timely (within days of the experience) and focus on the patient-doctor relationship (not on food, parking, or amenities). The feedback is especially valuable when questions focus on things that seem to influence the quality of patient care, such as communication and shared decision making.

HCAHPS questions fall short of these expectations. Instead of every doctor getting direct and timely feedback about their performance, the surveys sample a random set of patients in each hospital, and only the hospital gets an overall rating, not each clinician. The surveys aren’t timely: sometimes they are completed several weeks after a visit. Finally, these and other surveys are often tied to compensation penalties for physicians. Bringing money into the situation can “crowd out” the intrinsic motivation to be a great doctor.

When done right, patient feedback can motivate doctors to deliver better care and sometimes even bring joy and delight back to the practice of medicine. In Utah, we encouraged our teams to take the Exceptional Patient Experience thinking one step further and redesign care for the community.

That Empty-Waiting-Room Feeling

In 2011, in a suburb south of Salt Lake City, the University of Utah built a clinic in what became one of the area’s fastest-growing starter-home communities. Every step of planning and design was aimed at delivering the Exceptional Patient Experience.

The clinic is at the terminal stop of one line of the city’s light rail system, and there’s ample parking. An arriving patient is welcomed by a WalMart-like greeter, who helps him check in at kiosks in the lobby and ensures that the receptionists upstairs are ready for him. The easiest (and most common) way to irritate a patient is to make him wait. Clinics adopted lessons from the Exceptional Patient Experience journey to help the clinics stay on time. As a result, the parking lots were full, and the waiting rooms were empty. Staff members were happier. Patients were pleasantly surprised.

The physical setting was also designed around the patient experience. Architects introduced soothing elements from the hospitality industry. Soft mood lighting in the corridors and exam rooms with silently sliding wood-toned doors remind patients of a boutique hotel. Each exam room has a back door that leads to the “backstage” clinician workspaces where nurses and doctors can confer about patients and make calls without disrupting the tranquil patient experience. Every room is laid out exactly the same for ease of use. Room supplies can even be restocked without interrupting patient care.

The staff knew the neighborhoods around that clinic had a lot of starter families in their starter homes—parents and grandparents often came to appointments with small children in tow. Those patients told us they’d love to have onsite child care. The team partitioned off some of that empty waiting room space to create a room with colorful, spongy floor tiles, crayons, and toys. They staffed the child care center with a professional child care worker and an intern from the university’s child education program.

With a high concentration of newborns living a short distance from the clinic, Utah pediatricians offered to make home visits for the new babies, harkening back to the days of house calls and black leather bags. Instead, a doctor and nurse arrived in a university-branded, eco-friendly Prius, armed with a digital scale and lactation tips, ready to check the baby for jaundice (yellowing of the skin and eyes, a common problem for newborns). Home visits make sense because clinicians can get a better sense of how the family is coping. They discuss with the mom any nursing and lactation questions and remind new parents and siblings that they must never shake the baby.

Thinking about health care through the eyes of patients makes it obvious that just asking for feedback after the care isn’t as useful as codesigning the care together. Justin Masterson would like us to do just that, routinely.

Care That Cares

After her lively fifth birthday party, Justin Masterson’s daughter went to bed feeling exhausted and, in her words, “kinda gross.” The next morning, she wasn’t feeling much better, so they took her to the pediatrician. Masterson described for me what happened next: “The doctor walked in, and without looking up from the chart said, ‘Your daughter has diabetes. You should go to the hospital.’”

After rushing to the emergency room, he felt even more overwhelmed. Instead of talking with them, he says the hospital staff talked at them. For example, one person handed him a giant binder entitled “The World of Diabetes”—“It sounds like the world’s shittiest theme park,” he said. Besides the binder, he was handed blue paper logbooks and instructed to “Write down every carb she eats, every [insulin] dose you give her . . . do the calculations with her starter ratios and correction factors . . . From here on out, for the rest of her life, just write down all this stuff.”

Then somebody handed him an insulin pen. On the box, printed on one side were words that he remembers clearly. “It said, ‘Take a breath.’ And below those words, ‘Three things you should know: You didn’t cause this and there’s nothing you could have done to prevent it. Your child is going to be ok. Your kid can do everything every other kid can do and have a healthy normal life.’”

“In that moment, I started crying . . .” he tells me. “Where the care system had failed to meet us where we were, the box had met us where we were.”

Masterson works for a market research and innovation company. He has spent his career thinking about how to design products and services that meet customer needs. After he asked his brother, a doctor, how he might help improve the care of people with diabetes, he was introduced to a leading diabetologist and, shortly thereafter, invited to run a session in which 80 diabetes specialists, researchers, experts, and patients and family members were gathered to design new ways to improve care. Having the families there changed the tenor of the exercise from the start. “Why are we mad, but they’re not?” Masterson recalled thinking. “We’re mad because we actually have to live with it every day.”

Instead of starting with a design session, the parents proposed an empathy exercise. If the clinicians didn’t understand what mattered to their children and to them, they would never be able to design the right kinds of solutions. The parents put together some real-world scenarios from their experiences. (Later, Masterson turned those into a professionally produced deck of cards, called “Walk a Mile.”) There’s one scenario per card. Here are some examples:



1.“You are the only one at the senior prom with an insulin pump under your dress. Activity: Tape your phone to your side for the next three hours.”

2.“You’ve just learned that your son’s new private school won’t have a nurse to help manage his diabetes, and classes start in one week.”

3.“The school called you at work. Your son checked his blood glucose level and accidentally got some blood on a table. Another child freaked out, and the vice principal is now calling you about ‘biohazards’ in the lunchroom.”



Masterson says these exercises completely changed the dynamic and turned the innovation session “from an academic, theoretical pursuit to a very heart-based pursuit.” Engaging patients and their families begins with empathy.

Coproducing Health

In 1968, noted Stanford economist Victor Fuchs recognized that a new service economy of retail, banking, education, and health care was displacing the old industrial economy of manufacturing and agriculture. This shift had profound implications, in his view, in how we should think about producing value. Unlike manufacturing products, delivering services usually requires some coordination with the customer. With services, the customer and the service provider coproduce value. For example, public security is coproduced by people locking their doors and installing security systems. Public education is coproduced through parent-teacher associations and homework help at home. Waste management depends on customers sorting and bagging garbage and dragging bins to their curbs.

The analogies to health care are obvious. For the most part, health care is a service. The patient’s role in producing health can outweigh any physician’s or nurse’s role. Patients produce health through the choices they make about what they eat, what they drink, whether they climb the stairs or take the elevator, whether they take their medications as prescribed. That’s why coproduction, like a health system partnering with Masterson and his daughter, is a natural way to think about health care, especially primary care and preventive health. To coproduce, health systems need to shift to thinking about what matters to patients.

What’s Wrong with “What’s Wrong?”

Susan Edgman-Levitan is a physician assistant and the executive director of an innovation center for primary care at the Massachusetts General Hospital in Boston. In 2012, she and physician Michael Barry wrote an influential article encouraging clinicians to start their conversations by asking, “What matters to you?” instead of “What’s the matter?” Their work has gained a strong international following, complete with its own “What Matters to You?” day, June 6th, when millions of people share on social media their stories of care. One woman on chemotherapy shares the compliment she received for her new wig, and another describes a nurse closing off the curtains in the hospital room so that a patient could watch a favorite movie with her daughter.

When I catch up with Masterson, I ask him how his daughter is doing. He tells me what matters to him and to his daughter: “She’s healthy. She’s mostly feeling very typical, which is great. I think many days she feels almost like a child without diabetes.” He pauses and then adds, “For me, that’s the most important metric, because she’s probably not going to reject her care.”

Masterson relishes the chance to share what he’s learned. He’s discarded those blue paper logbooks for recording every meal, every blood glucose level, every insulin dose, and instead he uses an app he built to track his daughter’s blood sugars. Besides the Diabetes Walk a Mile cards, he has designed infographics to educate parents on the pluses and minuses of finger pricks versus continuous glucose monitors—“They aren’t for everyone,” he counsels. As a designer, he knows that collaborating with the clinical team is key; otherwise, anything he and other patients build—apps, empathy cards, diabetes education kits—will “just be another tool stuck in a corner somewhere.” To him, it’s a team effort.

Networking It Out

The empathy among families of children with diseases like diabetes draws them together in strong communities, both in person and online. Some hospitals help these informal networks become more formal organizations. For example, the ImproveCareNow Network, founded at Cincinnati Children’s Hospital, supports over one-third of all kids in the United States with inflammatory bowel disease. The network has used federal grants to build websites, organize conferences, and work with pharmaceutical companies to host clinical trials that get children access to new drugs and treatments.

Pediatrician Peter Margolis leads the network and says the partnership between clinicians and patients and their families helps kids in ways he never imagined. The ImproveCareNow website, for example, hosts videos and other guides produced by kids, for kids. A video created by an engaging nine-year-old demonstrates how to insert a feeding tube (via the nose), and there is a guidebook created by teens to help kids manage and live full lives with their ostomies (surgically made openings from the bowel to the skin of the abdomen that allow waste to bypass parts of the intestines in patients with inflammatory bowel disease). The combination of social support, coproduction, codesign of health care, and access to better drug therapies has helped the over 30,000 children in the network do better than ever. In 2019, more than four out of five were in remission, meaning they were free from active disease (up from three out of five when the network started).

The Action Plan for Coproducing Health

Masterson answers instantly when I ask what he would change about the health care system: “We need to embrace the reality that doctors and clinics don’t provide care. The parents, family members, caregivers, and patients themselves provide care. . . . If you embrace this, you start to ask questions like, How do I equip you to take care of your child in a way that you can use? You ask patients way more questions and listen to their answers, and build treatment plans that they own and feel accountable to because they’ve created them.”

The key is listening and being open to solutions. Margolis calls Justin Masterson a “Lead User innovator.” He is one of those people who cannot help but innovate, and he is effective because he understands firsthand the conditions he is trying to change. He’s like the clinic leaders who design onsite child care, the physician assistant who starts a “What Matters to You” movement, and the orthopedic surgeon who decides patient-reported outcomes should matter. Margolis says, “If you can create a system to harness the lead user innovation that’s already taking place in your organization, you have an endless source of innovation.”

To coproduce health and codesign health care, we all have a role to play.

As a patient and consumer of health care, you should:



•Take responsibility for your health, engage in your care, and treat your doctor like your partner. Share with your clinicians what matters to you.

•Think of the feedback you give as a chance for the learning health system to learn from you.



As a physician or other health care professional, you should:



•Ask your patients, “What matters to you?”

•Treat each patient as a learning opportunity, and learn from them how you can improve.

•Avoid unintended consequences of patient satisfaction efforts, such as overtreatment and overprescription.

•Build teams of patients, patient representatives, clinicians, and administrators that focus on the codesign of health care. Encourage innovation, from inside and outside the organization.



As a payer, such as a self-insured employer, government entity, or health plan, you should:



•Expect clinics and other providers of care to have fully developed patient engagement and experience systems of feedback and improvement (meeting the expectations outlined above).

•Ask that they share their patient satisfaction results with you.



As a policy maker, you should:



•Embrace policies and practices that lead to the coproduction of health.

•Set expectations that health systems, health plans, and employers engage people in the codesign of their health care experiences.



And most important, all of us need to elect leaders who recognize that health care is a patient-centered business.





CHAPTER 8

PHARMACEUTICALS: A WEB OF VESTED INTERESTS


Insulin belongs to the world, not to me.

—Frederick Banting

In 1923, Canadian surgeon Frederick Banting, his assistant Charles Best, and biochemist James Collip were awarded the patent for isolating insulin-rich pancreatic extracts from animals. They sold the patent to the University of Toronto for $1 each. Banting, who early in his life almost became a Methodist minister, wanted everyone with diabetes to have access to the miracle drug.

In one way, Banting’s wish has come true. The life-sustaining medication is used by 7.4 million people in the United States and 150 million to 200 million globally. But it’s probably not in the way he hoped, because most of the world’s insulin belongs to three major companies. Under pressure from shareholders to deliver ever-higher returns, these three have raised insulin prices about tenfold in the past 20 years. Humalog (Eli Lilly), one of the cheapest and most popular brands, went from $21 per vial in 1996 to $275 in 2017; other commonly prescribed insulins cost more than $400 a vial. (A vial can last no more than 28 days.) With these high prices, prescriptions go unfilled and doses are skipped to save money. About one in four patients have said they underuse insulin because of its high cost. Newspapers tell the tragic stories of people dying because they can’t afford their insulin.

I asked a former pharmaceutical executive why the price of insulin seemed to be skyrocketing. He pointed out that newer diabetes drugs coming onto the market were costing patients $11–12 per day. Insulin, at $3 per day, clearly had room to rise to at least $9 a day. He concluded, matter-of-factly, “Because we could.”

Breaking the Bank

Pharmaceutical spending is the fastest-growing part of health care. It’s not so much because Americans are taking more drugs; it’s because their prescriptions are more expensive. A lot more expensive. A 2018 US Senate report looked at the 20 most-prescribed brand-name drugs for seniors. Between 2012 and 2017, the annual number of prescriptions for those 20 drugs declined by 48 million for all Americans, and yet, annual sales revenue to pharmaceutical companies from these drugs increased by almost $8.5 billion. Across those five years, their prices increased 12% per year, every year.

In 2018, estimates suggested that one in seven to ten dollars spent on American health care went to pay for prescription drugs. One insurance industry–sponsored study found that in 2018 insurance companies spent more on drugs than on inpatient hospital stays. Prescription drug spending will continue to rise, and the high costs are hurting patients. In a survey by the Kaiser Family Foundation, nearly three in ten Americans said they haven’t taken their medications as ordered by a doctor because of high cost.

Some pharmaceutical CEOs may be looking after their shareholders’ interests more than their patients’ health. In 2015, former hedge fund manager Martin Shkreli, CEO of Turing Pharmaceuticals, raised the price of an antiparasite medication (Daraprim, the branded version of pyrimethamine) from $13.50 to $750 per dose, which placed the full course of therapy at a stratospheric $75,000. Despite the negative publicity, Daraprim’s new price stuck, and it remained one of the 20 most expensive drugs in the United States in 2019. Valeant Pharmaceuticals (now Bausch Health Companies) jacked up the price of a common heart medication, Isuprel, more than 50-fold, from $440 to $2,700 per dose, after acquiring it from another pharmaceutical company, Marathon. (Marathon had quadrupled the price when it acquired the drug in 2013.) Another company, Mylan, infuriated the public when it increased the price for a pair of EpiPens (auto-injecting syringes that contain about $1 of the drug epinephrine and are used for severe, life-threatening allergic reactions). In 2007, a pair of the injectors cost $100; by 2016, they cost $600.

Zero-Gravity Economics

The pharmaceutical market in the United States prices drugs at whatever the market will bear. Patent laws and FDA provisions hand pharmaceutical manufacturers near-monopolies that can last decades. Medicare, the nation’s largest purchaser of pharmaceuticals, is required to cover all prescription drugs for six major conditions (including cancer), regardless of price. It’s not even allowed to negotiate for lower prices. The appetite for profitability among pharmaceutical companies is insatiable, and sometimes relentless. Valeant’s former CEO, Michael Pearson, reportedly often said, “All I care about is our shareholders.”

In New York magazine, science writer Stephen Hall called it “zero-gravity economics.”

It is, of course, costly to bring a drug to market. Industry-sponsored estimates place the costs at about $2.7 billion. Independent researchers calculate that it’s closer to $648 million. The most expensive and risky part of developing new drugs is typically the earliest phase of drug discovery, and most drugs that look promising in the laboratory still don’t make it to the market. Of the registered clinical trials of 21,143 proposed new drugs between 2000 and 2015, only about one in ten made it to the market.

A distinguished cardiologist and President Obama’s commissioner for the Food and Drug Administration (FDA), Rob Califf points out that the high failure rate is closely tied to the rigorous standards that the pharmaceutical industry must meet to get products to market. The approval process demands “evidence” (and by that he means research that proves a product is safe and works). Califf has spent much of his professional life working with pharmaceutical companies to generate that evidence. Califf also points out that the high standards of evidence for pharmaceuticals don’t apply to most of medicine, “including what doctors do.” Physicians don’t have to prove that the way they treat patients is better or safer than alternative approaches.

Decades of collaboration have taught him the value of the pharmaceutical industry’s commitment to science and research: “The industry is full of highly motivated people who want things to work,” he tells me. For him, the heart of innovation is the “uniquely American ingenuity and creativity” of academic medical centers and the National Institutes of Health which funds them. That ingenuity is underpinning most of drug discovery.

Universities, Inc.

In the late 1970s, western European–headquartered companies were introducing about twice as many drugs to the market as American companies. Meanwhile, almost 28,000 patents—full of potential to spur a US competitive comeback—were languishing in the US Patents and Trademark Office. The bipartisan Bayh-Dole Act (or Patent and Trademark Law Amendments Act of 1980) aimed to fix that. It took the rights to those inventions from the government and gave them to universities, small businesses, and nonprofits instead. These entities could, in turn, license the intellectual property to companies, and if lucky, generate stunningly lucrative returns for their organizations and inventors.

When I was the chief scientific officer at NYU Langone Medical Center, we hit the Bayh-Dole jackpot. Years earlier, two of our microbiology professors, Jan Vilcek and Junming Le, had made an antibody that, when infused intravenously, could put rheumatoid arthritis and inflammatory bowel disease into remission. The antibody became the drug Remicade (infliximab, Janssen), which entered the market in 1998. By 2005, Remicade was generating sales of about $2 billion a year.

In 2007, the university sold a portion of its residual rights to Royalty Pharma for $650 million, with additional payments for exceeding sales milestones. The payout made NYU the top-grossing technology transfer office of all universities in the country that year. Vilcek and Le, through NYU’s intellectual rights policies, collected handsome payouts. A Holocaust survivor from Czechoslovakia, Jan Vilcek, along with his wife, were generous with those returns. In 2015, they made one of the largest gifts ever to a medical school, committing $105 million to NYU to support biomedical research and education.

Drug discovery has been a boon for many universities. Stanford’s recombinant DNA patent licenses generated over $250 million in licensing revenue. Northwestern University sold royalty rights for the pain and fibromyalgia drug Lyrica (pregabalin, Pfizer) for $700 million. Faster than states could create new lotteries, universities have established innovation centers to look for the next Remicade or Lyrica. Seeing scientists like Vilcek in his dark turtleneck and wool trousers strolling the corridors of NYU Langone Medical Center reminded other scientists that they too might be harboring the next big blockbuster drug in their laboratories.

Between 1996 and 2016, academic institutions spun out over 12,000 companies. At the University of Utah, three start-ups grew to earn hundreds of millions of dollars in revenue and employed thousands of Utahns: ARUP Laboratories (Associated Regional and University Pathologists), a national reference laboratory company; BioFire Diagnostics, an infectious disease diagnostics company; and Myriad Genetics, the company that made headlines with its Supreme Court case on whether genes (specifically, breast cancer genes) can be patented. At least 50% of biotech companies began as a result of a university license, and three-quarters of biotechnology companies have at least one license from a university.

The pace of discovery and its impact on human health are breathtaking. Consider the discoveries, for example, made by Carl June, a board-certified oncologist and researcher at the University of Pennsylvania. After decades of research supported largely by taxpayer-funded federal grants, the FDA approved in 2017 the first treatment that genetically alters a patient’s immune cells to attack an aggressive type of leukemia, B-cell acute lymphoblastic leukemia. This remarkable gene therapy, based on June’s work, and referred to as CAR T-cell therapy, is marketed as Kymriah (tisagenlecleucel, Novartis). One of the earliest patients, Emily Whitehead, was treated at age six for leukemia, and she was reportedly healthy and cancer-free six years later. The University of Pennsylvania has filed 428 patents for 54 separate inventions for this science and stands to profit handsomely. But commercialized products that stand on the shoulders of taxpayer-supported research are increasingly out of reach for most taxpayers. In 2019, CAR T-cell treatment cost $475,000. Including hospitalizations and additional tests and care before and after treatment, overall costs easily exceed $1 million.

The hope is that market competition eventually drives costs down. Take Sovaldi (sofosbuvir, Gilead Sciences), and its sibling, Harvoni (a combination drug of Sovaldi with another ingredient, ledipasvir, Gilead Sciences), both of which cure hepatitis C, one of the most common causes of liver failure and cancer worldwide. When Sovaldi came on the market at the end of 2013, the excitement over the once-a-day pill was dampened considerably by its price: $1,000 per pill. (Harvoni is more.) But it works—twelve weeks and $84,000 later, most (about 90%) patients can be cured for life.

Within one year of Sovaldi coming onto the market, rival AbbVie launched its own hepatitis drug at a list price of $83,000 for 12 weeks. The competition between Gilead and AbbVie drove discounts (or rebates, to be more precise—more on that shortly) to about 46% in 2014. Nonetheless, Gilead brought in almost $20 billion of revenue for its hepatitis C drugs in 2015. By 2019, AbbVie’s new hepatitis C drug Mavyret (glecaprevir/pibrentasvir) came onto the market at a bargain basement $26,400 for the eight-week treatment. Shortly thereafter, Gilead announced it would offer its own generic versions of two of its three hepatitis C drugs, priced at—you guessed it—$24,000 for a course of treatment. By 2018, combined sales of all four of Gilead Sciences’ hepatitis C drugs totaled $3.7 billion, one-fifth of its peak three years earlier.

Specialty drugs like Sovaldi and Harvoni represent only 1%–2% of the drugs sold, yet they consume about 40%–50% of drug expenses. In one report, about half of the 150 specialty drugs studied cost more than $100,000 per year. The protective laws and regulations in the US market give many of these new pharmaceuticals almost limitless drug pricing potential to start.

Patently Profitable

US patent laws give all new inventions—drugs and otherwise—20 years of protection. The clock starts on the date the patent is filed, even though it may take years for the FDA to approve it. For drugs that turn out to be blockbusters, every year that patent protection can be extended can be worth billions, and every day can mean millions. Besides patent protection, pharmaceutical companies also have rights to “market exclusivity” that keep generics from competing for their business. At each opportunity to extend the durations of patent protection or market exclusivity, the pharmaceutical industry has persevered and prevailed.

For example, to pass the Hatch-Waxman Act of 1984, a law designed to spark the generic drug industry, Congress made several important concessions to the pharmaceutical industry. For one, it extended the life of a patent by the amount of time it was under review by the FDA, up to five years. It also included a promise that the FDA would not approve any generic version of a drug for the first five years following approval. The Biologics Price Competition and Innovation Act of 2009 granted 12 years of exclusivity for “biologics”—such as Remicade—that are made biologically, not synthesized chemically. Through a series of adjustments between 1980 and 2000, the effective patent life of branded drugs increased on average from 8 years to over 14 years.

For their most precious drugs, pharmaceutical companies can get especially creative: AbbVie has extended its market exclusivity on some uses of the drug Humira (adalimumab, a competitor of Remicade) to 2034—31 years after its introduction. That prompted Senator Ron Wyden (a Democrat from Oregon) to observe that “AbbVie protects the exclusivity of Humira like Gollum with his ring,” referring to a covetous character in J. R. R. Tolkien’s Lord of the Rings.

Despite the concessions, the Hatch-Waxman Act boosted the generic market considerably. Prior to the bill’s passage, generics made up 20% of the US market; by 2017, they represented nearly 90%. The law made some compromises. For example, generics only need to demonstrate “bioequivalence” to existing drugs. That means that the biochemical analyses have to show that the generic drug’s active ingredient is absorbed at the desired location in the body as fast and as much as the branded drug. Companies don’t have to show the drugs work in patients as well as the branded versions.

Pharmaceutical companies are right to be concerned about the competition. Generic drugs reduce prices. After a six-month period of exclusivity for the first generic that comes to market, prices typically decline to approximately half the price of the branded product. With multiple competitors, they decline to one-fifth or less of the price. Most states have passed laws that permit and even require pharmacists to substitute generic drugs for branded products.

Generics are so effective at lowering prices that manufacturers have taken creative measures to stall their arrival. Some pay generic drug companies not to launch one. Others use citizen petitions to ask the FDA to delay action on pending drug applications. By filing petitions near the end of a drug’s patent expiration, “citizens” of those pharmaceutical companies effectively limit competition another five months. Another six months can be gained if the manufacturer sells an “authorized generic”—their branded product sold under a generic name.

Bob Walks into a Pharmacy. . . 

Pharmaceutical companies are not the only ones profiting from high drug prices. Many other players have their hand in the till, often less visibly. Here’s an example of how others get their share as a drug makes its way from a manufacturer to a patient:

Consider the hypothetical case of Bob. He has high blood pressure that is resistant to treatment. To fill the prescription for his branded blood pressure-lowering drug, he heads to his neighborhood pharmacy. The drug’s list price is $100. Bob’s co-payment will be $10. The remaining $90 needs to be covered by his employer (or, after he retires, Medicare).

That $90 from his employer doesn’t get paid directly to the pharmacy. It first goes to the commercial health insurance company that manages his employee health benefit. The insurance company then pays $71 to the pharmacy benefit manager (PBM), keeping $19 to manage the benefit (including $3 profit). The PBM pays $66 to the pharmacy to cover the costs of the drug and nets about $5 ($2 of which is profit).

The pharmacy has now collected $76 for that $100 drug—$66 from the PBM, $10 from Bob as co-payment. When the pharmacy bought the drug from a wholesaler, it paid $60. Thus the pharmacy nets $16, and about $3 of that is profit.

The manufacturer spent $17 to make the drug, and it was paid $58 for it from the wholesaler, so it netted $41. Of that, $15 is profit, which means a profit margin of over 25%.

In this hypothetical case, the drug is a branded one, and the manufacturer makes the majority of the profit ($15 of the total of $23 of the total profit in the system). For generic drugs, the distribution of profit is different. Manufacturers make about one-third as much as they do on branded drugs. But the other intermediaries do much better; PBMs are estimated to make four times as much on generics, wholesalers 11 times, and pharmacies almost 12 times as much.

Rebate and Switch

Pharmaceutical companies like to shift blame for escalating prices to pharmacy benefits managers. As the brokers who negotiate with manufacturers about the costs of medications on behalf of employers, PBMs can secure better deals on medications than employers could on their own. But it gets more complicated. PBMs also help manufacturers get their medications prioritized on the health insurer’s list of preferred drugs (called the formulary). Manufacturers pay the PBMs a “rebate” for doing so, in a confidential agreement. PBMs don’t have to share the rebate savings with employers, or anyone, and they don’t have to disclose what they’ve done with them. Pharmaceutical companies say that the PBMs are using rebates to line their own pockets, while PBMs say they are helping employers wrangle better prices, and pharmaceutical companies could just lower their prices directly if they so chose.

Either way, the rebates are often disadvantaging consumers. Here’s why: Pharmaceutical companies who list drugs at high prices can offer fat rebates to PBMs, who in turn can boast to employers that they’ve secured higher discounts. This model encourages higher list prices (a lot like inflated chargemasters for hospitals and insurance brokers to negotiate discounts). Since the rebates are paid only after the drugs are sold to patients, they don’t affect what the patient pays. If the PBM negotiates a $20 rebate off his blood-pressure drug, Bob’s co-payment is still $10, pegged to the $100 list price of the drug. And if Bob didn’t have insurance and was paying the whole $100 out of pocket, he would still have to pay the full amount.

For patients on Medicare, deductibles, coverage limits, donut holes, and catastrophic thresholds make it even more challenging for patients to understand and manage their out-of-pocket costs. With out-of-pocket costs mostly tied to list prices, patients are disproportionately bearing the impact of rising drug costs. Leonard Saltz, an oncologist at New York’s Memorial Sloan Kettering Cancer Center, warns patients that even if they think their share is modest, 5% of a cancer drug that costs $11,000 per month can mean $550 per month out of pocket, just for one drug.

The I.V. League

Many of the headline drugs—cancer chemotherapies and drugs for autoimmune diseases like rheumatoid arthritis or ulcerative colitis—are administered intravenously, under a physician’s watchful eye. For that supervision, physicians can also cash in on high drug prices. They’re allowed to bill Medicare an additional 4.3% of the price (after rebates) for overseeing these infusions. That can add up to as much as $5,000–$10,000 per year for each patient who sits in a chair with an intravenous catheter in an arm a few hours a week.

Safety-net hospital systems, including most university and rural hospitals, also run their own highly profitable pharmaceutical businesses. In 1992, the Public Health Service Act, specifically Section 340B, allowed qualifying hospitals to purchase most outpatient prescription drugs at a big discount, on average, 34% less than the average price. Over one-third of US hospitals qualify for the 340B program; they include certain children’s and cancer hospitals, sole community hospitals, and hospitals that care for a disproportionate share of low-income patients.

Under the 340B program, facilities can turn around and sell those heavily discounted drugs at whatever prices they can negotiate with payers, including Medicare. Again, doctors and hospitals are rewarded for using more expensive drugs. A single cancer physician can generate $1 million in profit for himself and his hospital each year.

The 340B program has become entangled in a web of cross-subsidies. Teaching hospitals (university-affiliated hospitals) and safety-net hospitals (city and county hospitals) have a lot to lose if it goes away. In many hospitals, the tens of millions of dollars generated from the 340B program each year offset the charity care for the poor and uninsured. (While I was its CEO, the University of Utah provided over $100 million in unreimbursed charity care each year.) In university hospitals, 340B funds also subsidize the training of doctors and medical research, both of which are critical to the US health system. Untangling this part of the pharmaceutical web means identifying new sources of support for research and education that don’t rely on pharmaceutical profiteering.

Exceedingly Overdone . . . and Underdone

Harvard economist David Cutler once said to me, “In many ways, health care is exceedingly rational . . . things that we pay extremely well for are overdone, and things we pay extremely poor for are underdone.”

Consider the opioid epidemic as a tragic case of the “overdone.” In 2001, in response to perceived failings, the Joint Commission—the hospital accrediting agency—pressured hospitals to better manage patients’ pain. Physicians prescribed more painkillers, and as a result, the prescription opioid industry grew to an $8 billion a year business. Over 76 billion oxycodone (including the branded drug, Oxycontin, Purdue Pharma) and hydrocodone pills were prescribed between 2006 and 2012, which works out to more than 250 of just those two types of opioid pills per American. Manufacturers and distributors were thrilled to see profits boom, turning a blind eye to good judgment and the evidence that they were feeding new addictions. The damage to the nation has been devastating. By 2017, 1.7 million Americans were addicted to opioids, and more than 130 died of overdoses every day in 2019. The economic burden of the opioid crisis is estimated at $78.5 billion per year.

Short-Fall Windfall

While the nation was awash in opioids, hospitals in the United States were facing frequent shortages of vital pharmaceuticals, including 282 drugs and biological products in 2019. The list included basic electrolytes like sodium chloride (saline), emergency syringes, antibiotics, and cardiovascular agents. Pharmacist Erin Fox thinks it’s an issue of national security. A senior director at the University of Utah pharmacy, she is a recognized authority on national shortages of important pharmaceuticals. Fox says that whether it’s a natural disaster or a human-made one, supplies like antibiotics, intravenous fluids, and inhalers are essential. “We should think about some products as critical infrastructure the same way as power plants,” she says. “Having saline as a supply is so critical, yet there is no backup plan or business continuity plan required.” The FDA cannot mandate production of pharmaceuticals. The only requirements are that manufacturers notify the FDA when they intend to discontinue manufacturing drugs or biological products that might lead to shortages.

This crisis motivated over 800 hospitals (including the University of Utah) to join Civica Rx, a nonprofit generic pharmaceutical company founded by Intermountain Healthcare. The FDA may not be able to manage it, but Civica Rx’s CEO, Martin VanTrieste, is determined to ensure that hospitals don’t run out of critical drugs.

The Price Is Life

The excesses of drug pricing, according to former FDA Commissioner Rob Califf, are not much different from the problem with hospital prices. “They both jack up the list price. All kinds of middle people take a profit,” he says, and when prices are negotiated, “bills are very difficult to figure out.” We need to start paying for value, he says emphatically. In an editorial with Andy Slavitt in 2019, the two wrote that “Instituting value-based payments for drugs is the most promising path toward a fair system that rewards innovation.”

Mark McClellan agrees. A physician, economist, and former FDA commissioner under President George W. Bush, he too is a big proponent of moving to value-based payments. The goal is to get more for what we’re spending—“Let’s pay for treatments when they work, and more when they get better,” he tells me.

The British, Canadian, and Australian governments use a standard measurement called the costs per quality-adjusted life year (“QALY”—pronounced “quality” without the “it”) to decide whether to include drugs on their formularies. This number estimates how much extra it costs for a drug to give a patient an additional year of high-quality life. (Note that a drug does not have to provide an additional full year of life; if it costs $10,000 to provide one half-year’s high-quality life, then the drug would be $20,000 per QALY). Calculating the dollars (or pounds) per QALY allows policy makers to compare new drugs with existing ones and to reject those that cost significantly more per QALY.

In the early 2000s, the UK’s National Health Service established that it could afford to pay about £20,000 to £30,000 (or about 25,000 to 38,000 US dollars in 2019) per additional high-quality year of life, a figure it reaffirmed in 2015. In the United States, there is no agreed-upon number. It could be based on median annual household income (about $63,000 in 2019) or the per capita gross domestic product ($60,000 in the United States in 2017). Many US researchers use figures between $50,000 and $150,000 per QALY as the threshold for a worthwhile drug or treatment. One of the largest pharmacy benefit managers announced in 2018 that it would use a QALY threshold of $100,000 per QALY to decide what drugs to include in its formulary.

The idea is simple, but it can lead to complicated and heated debates, because it feels like policymakers are putting a monetary value on a year of life. Advocates for the disabled, for example, have objected because a full QALY, by definition, can only be achieved by able-bodied individuals. That’s a misunderstanding of what this tool does. Cost-effectiveness analysis provides a measure of our society’s willingness to pay. It’s not what a life is worth, but what society can afford, and countries may differ on that number.

The arbitrariness of the figure gives former FDA Commissioner McClellan pause. He thinks we should look at whether medications reduce hospitalizations and improve patient well-being, and he worries about putting restrictions on what people can spend, especially when it comes to their health. But for state and federal officials on limited budgets, these calculations can help them support difficult financial decisions.

The US government has been remarkably resistant to this approach, so much so that it prohibits federal research agencies like the Patient Centered Outcomes Research Institute (PCORI) from funding research that uses cost-per-QALYs to evaluate new treatments and drugs. PCORI’s website posts the following explanation: “We don’t consider cost effectiveness to be an outcome of direct importance to patients.” As a result of its policies, US prices are substantially higher than in the rest of the world. A 2015 Reuters study showed that the world’s top 20 medications (that account for 15% of global pharmaceuticals sales) cost three times as much in the United States as in the UK. In the United States, one month of the cholesterol-lowering drug Lipitor costs $100; in New Zealand, it’s $6. And to cure hepatitis C in Egypt, a 12-week course of Sovaldi costs $900.

If the US government won’t do it, Peter Bach will. A pulmonary and critical care physician at Memorial Sloan Kettering Cancer Institute in New York, Bach has fought hard to make drug pricing more rational. His Drug Pricing Lab has built tools like Drug Abacus, an interactive program that allows the user to compare both actual costs and costs per QALY for 52 cancer drugs. Cost-effectiveness data like these for all pharmaceuticals on the market would help payers and patients compare medications based on their value more than on the quality of their marketing and direct-to-consumer advertisements.

The More You “No”

Bach’s work made him an enthusiastic partner to his colleague Leonard Saltz in taking on cancer drug pricing. In 2012, as chair of the hospital’s formulary committee, Saltz was getting ready to submit a new cancer drug, Zaltrap (ziv-aflibercept, sold by Regeneron Pharmaceuticals and Sanofi) for inclusion on the list of drugs that the hospital would have available to patients. It was a reflexive action, because the hospital carried almost all cancer drugs. Then a colleague from the pharmacy sent him the price—about $11,000 per month—and it shocked him. Zaltrap was more than double the cost of another similar cancer drug, Avastin (bevacizumab, Genentech), despite working no better.

Saltz decided to consult his colleagues. Of the 16 physicians in his hospital who saw colon cancer patients, not one could see a reason for recommending the new drug to their patients.

Saltz withdrew the application to the formulary committee, and for the first time anyone could remember, one of the country’s preeminent cancer hospitals would not offer a drug to its patients because of price. In October 2012, Saltz, Bach, and a third colleague explained their decision in a New York Times op-ed. Less than four weeks later, Sanofi announced it was cutting the price of Zaltrap in half.

Actually, that’s not exactly right. Sanofi did not reduce the list price of the drug; it agreed to offer 50% rebates to doctors.

Say “No” to (Some) Drugs

Unlike Saltz and Memorial Sloan Kettering Cancer Center, Medicare, the single largest purchaser of pharmaceuticals in the United States, cannot say “no.” Its plans must cover at least two drugs in each of 57 classes of drugs, and it must include all drugs in six “protected classes”: cancer, HIV, depression, schizophrenia, organ transplants, and epilepsy. That means it is required to cover Avastin and Zaltrap. Additionally, Medicare is not allowed to negotiate prices. According to the law, it is prohibited from “interfer[ing]” with price negotiations between health insurance plans and the drug manufacturers.

Other government programs have more flexibility. The Veterans Health Administration and Military Health System are allowed to negotiate drug prices and, if they don’t like the deal, they can refuse to carry a medication on their formularies. One congressional report from 2018 estimated that if Medicare were allowed to negotiate drug prices, the program and its beneficiaries could save $2.8 billion per year.

The Right Rx for Doctors

Even if Medicare plans and hospitals can’t manage to keep low value drugs off their formularies, it doesn’t mean that doctors have to prescribe them. Rushika Fernandopulle, founder of Iora Health, believes that physicians, supported by pharmacists, should take more responsibility for making sure patients are on the right medications and stop prescribing the unnecessary ones.

Iora physicians are particularly skilled at deprescribing—taking no longer needed drugs off a patient’s medication list—as an antidote to overprescribing. A 2011 survey found that more than a third of women over 65 take at least five prescription drugs. Fernandopulle told me about patients who come for their first appointment at Iora clutching bags of 20–30 different pill bottles. Many of those medications are not only unnecessary, but dangerous. For example, mental health and physical health drugs prescribed by two different doctors can lead to bad reactions between, say, anticoagulants and antidepressants, immunosuppressants and barbiturates, or HIV medications and antianxiety medications. Reducing unnecessary medications can make care safer, easier to manage, and less expensive.

While they’re carefully managing medications, Iora clinicians also look for opportunities to swap out branded drugs for generics or other lower-cost alternatives. They save a lot of money, and they could save more if the process were automated. When Mitesh Patel and colleagues at the University of Pennsylvania hospital programmed the computer entry system to default to the generic form of medications, the use of generics in that unit increased from 75% to 98.4% in one year. Another team in that system set a default limit for prescribing opioid tablets to ten tablets per prescription. The percentage of physicians who used the default doubled, from about one-fifth to two-fifths in just four weeks.

Insulin Matters

Patients and physicians are taking resourceful and creative approaches to getting essential medications affordably. Jennifer Lee is an endocrinologist and precision health researcher at Stanford and the Palo Alto Veterans Affairs Health Care System. She’s also my sister. When she’s not the research program lead at that VA, she sees diabetic patients in her clinic. In the course of writing this book, I asked her about how the rising prices of insulin and other diabetes drugs are affecting her patients. “No issues really with insulin access or affordability,” she told me. “Vets get such meds at lower cost, if not free of charge, and insulin is on formulary.” But she knows most patients aren’t so lucky. When she surveys other endocrinologists in the area, the stories vary dramatically.

One community medical center sees mostly Medicaid patients. Their main barrier, says one physician, is the formulary—not every drug is available. Also, Medicaid often only allows the pharmacy to dispense one vial of insulin at a time, and for many that vial does not last the full 28 days. A doctor at a university hospital says about 30% of the patients there have trouble getting insulin, often because of high co-pays or because there’s a limited formulary (for example, insulin pens are often not covered).

Through their pharmacists, physicians, or directly online, patients can access two forms of financial support from some manufacturers: coupons for a particular drug (not allowed for Medicare and Medicaid patients) and patient assistance programs, where the drug company distributes free medicines or donates to independent foundations who then provide patients with financial assistance. Some physicians send their patients to big-box stores like Costco and WalMart or refer them to online resources like GoodRx. One physician admitted to prescribing double the actual doses, so that patients could get extra insulin for the same cost. Other doctors even suggest their patients get their insulin from overseas.

A 2013 report estimated that five million Americans bought medications internationally, either in person or online, even though officially it is mostly illegal for individuals to import drugs or devices into the United States for personal use. In 2018, Utah’s Public Employee Health Plan challenged that law directly. It created a voluntary Pharmacy Tourism Program. For its members who use any one of 13 expensive medications, the insurer will fly the patient and a companion to San Diego and drive them to a hospital in Tijuana, Mexico, to pick up a 90-day supply. For those worried about the quality of medications manufactured abroad in sites that are not under US FDA surveillance, the Canadian International Pharmacy Association shares information about certified online pharmacies. Buying overseas may make more sense for branded drugs than generics. One study showed that while branded drugs may cost less overseas, generic medication prices are frequently lower in the United States than in Canada.

The Action Plan for Sensible Drug Prices

Mark McClellan points out that because drug costs are the highest in the United States, manufacturers bring them to market here first. He tells me that Americans are fortunate to have earlier access to many life-saving drugs, “We may be subsidizing the world’s drugs by providing manufacturers their global profit margins, but we also get some perks.”

Moving from fee-for-service to pay-for-value payment models with pharmaceuticals makes sense. Armed with data about cost-effectiveness, consumers and payers should negotiate effectively with manufacturers (without obfuscating rebate deals). Physicians, partnered with pharmacists, need to bear more responsibility for prescribing and deprescribing medications.

To ensure we get the most value out of medications (and devices), we all have a role to play.

As a patient and consumer of health care, you should:



•Review the medications you or your family members are prescribed and be sure that you understand what each is for and whether each is needed.

•Use online tools like Medicare’s prescription cost tools, Memorial Sloan Kettering’s Drug Abacus, and verified online pharmacy sites to learn more about the drugs you are prescribed. You may find lower-cost choices than your pharmacy benefits plan offers.

•Ask your employer whether they are receiving a share of drug rebates and whether those savings are reflected in employee out-of-pocket medication costs.



As a physician or other health care professional:



•Use cost-effectiveness data when available to support decisions about the medications you prescribe.

•Review medications (and engage pharmacists to help you) and deprescribe where possible and safe.

•Take responsibility for the financial toxicity of the medications you prescribe for your patients. When possible, use tools that estimate their out-of-pocket costs.



As a payer, such as a self-insured employer, government entity, or health plan, you should:



•Aggressively manage the costs of care for your employees or members. Make sure measures like dollars per QALY are used to decide what drugs are included on the formulary for your members and employees and to determine the price you will pay.

•Demand that the clinicians who provide care for your employers prescribe responsibly and ask for comparative data on drug prescribing to benchmark their performance.

•Expect your pharmacy benefits manager and health plan to make drug rebate deals transparent.



As a policy maker, you should:



•Demand price transparency. Rebate agreements, including those secured by government hospitals (like Veterans Health Administration and Military Health System) should be public. Allow all payers and purchasers (including Medicare) to negotiate prices on behalf of the members they serve and to use cost-effectiveness measures to select which drugs go on formulary.

•Develop a policy to ensure that a national supply of vital medications is always available.

•End the prohibition against studying cost-effectiveness and instead fund more research.

•Ensure that drugs developed with federally funded research (coming from taxpayer dollars) are available to all Americans who need them, at affordable prices, perhaps through a separate insurance pool.

•Eliminate anticompetitive practices that delay generic drug approvals.

•Convert Medicare Part B physician payments to fixed fees rather than a percentage of costs.

•Incorporate prescribing behaviors into quality and safety performance measurements. Ask whether medications being prescribed are having the desired End Results and whether the most cost-effective and safe medications are being used.

•Untangle the cross-subsidies of the 340B program and identify alternative sources of funding for charity care, research, and education.



And most important, all of us need to elect leaders who will encourage the development of new drugs and ensure that they are affordable, accessible, and safe for all.





CHAPTER 9

BIG DATA DREAMS


To lower health care cost, cut medical errors, and improve care, we’ll computerize the nation’s health record in five years, saving billions of dollars . . . and countless lives.

—President Barack Obama, January 24, 2009

As health commissioner of Washington, D.C., LaQuandra Nesbitt is responsible for its 700,000 residents, of whom 31% are low-income and one in four are covered by Medicaid (or CHIP, the expanded plan for children from low-income families). She’s also a family medicine physician. She tells me about a patient she saw at a University of Maryland walk-in clinic: A grandmother comes to the clinic with two small children in tow (her daughter was in jail, and their father was not in the picture). One of her legs is swollen and painful. The woman has a history of heart failure and high blood pressure, but, “of course her [medical] chart was missing . . . so I’m flying by the seat of my pants,” says Nesbitt. She is worried that the woman might have a clot in the veins of her leg (which could dislodge, flow to the heart, and cause a deadly pulmonary embolism). It’s a Friday, and Nesbitt “can’t let this woman go home to die.” She orders an ultrasound of her leg and sends her to an imaging facility down the street.

A couple of hours later, Nesbitt notices that the woman is back in the clinic. She’s had the test, but no one from the imaging center has bothered to share the results with Nesbitt, and the radiologists have gone home. She tries paging the doctor on call, but he has no idea and guesses that the test was “probably negative.” Nesbitt is mad now, so she calls a friend in a nearby emergency room who agrees to do a quick scan. The grandmother, however, says she can’t go to the emergency room because the kids haven’t eaten all day, and she needs to go home to feed them. The nearby pizza and deli shops aren’t an option because she doesn’t have the money. There’s food in her refrigerator, and the bus ride is free, so she’s going home.

Nesbitt whips out her wallet and hands the woman a few bills. “I have no more patience,” she sighs. The medical assistants in the clinic are waiting for her to finish so they can go home. As Nesbitt heads out of the office, she sees the woman walking across the street to the emergency room, holding the hands of the children, each cheerfully clutching a Happy Meal box.

Nesbitt ticks off the many things that were wrong in that scenario: the clinic couldn’t find the woman’s chart, there was no electronic medical record, Nesbitt couldn’t get her colleagues to tell her the results of the test, and there was no handoff to the doctor on call when the imaging center closed. Things would have been different had the health system had a functioning electronic health record: She should have been able to pull up the patient’s medical history on her computer, better assess the patient’s risk of having a clot (in the end, she did not), share the relevant information with the radiologist in the clinic, and receive the radiologist’s report electronically (it should have been in her inbox before the patient even arrived back). The fact that the woman had to choose between her health and feeding her grandchildren added another layer to this all-too-common drama. Nesbitt says, “These are the choices people have to make on a day-to-day basis,” because the system doesn’t work.

From the outset, investing in better computer systems was a cornerstone of President Barack Obama’s health care strategy. On January 24, 2009, in his first weekly address to the nation as president, he set a deadline of five years. That job would fall to one of his top health advisors during his campaign, David Blumenthal, a man who deemed Obama’s five-year goal “virtually impossible.”

Forty years earlier, Homer Warner had already achieved this goal on a smaller scale in his hospital in Salt Lake City. Born in 1922, Warner trained as a cardiologist just as computers were making their way into government bureaus, large corporations, and even university hospitals. (“We’re talking about a machine that costs half a million dollars . . . to fill about half of this room,” he recalled.) In 1954, he started a cardiovascular lab at LDS Hospital in Salt Lake City, where computers attached to oscilloscopes traced blood pressure waveforms from the arteries of patients who were about to undergo open heart surgery. That first foray into computers in medicine led Warner to think about how computers could help clinicians practice medicine better.

Built on mainframe computers and programmed with punch cards, Warner wrote a software program called Health Evaluation through Logical Processing—HELP. It was one of the first electronic health record systems in the nation, synthesizing information from the pharmacy, laboratory, cardiology department, and more. Beyond record keeping, he imagined the tool might prompt a doctor with useful suggestions, like, “If you’re going to give this man [the heart drug] digitalis, you really ought to measure his potassium level first.” This was 1967.

In 2009, when Blumenthal, the new national coordinator for health information technology, was tasked with computerizing the nation’s health records, only 12% of US hospitals had even a basic electronic system. One of the best was built in the 1970s for the government-run Veterans Health Administration hospitals. Other than theirs and a few other vanguard systems like Warner’s, progress in electronic records had been glacial.

To move things along, Congress passed the $22 billion Health Information Technology for Economic and Clinical Health (HITECH) Act in 2009. The goal wasn’t simply to put computers in physicians’ offices—it was to make health information technology the circulatory system of modern medicine. Over the next two years, Blumenthal traveled all over the country, proselytizing, arguing, and goading hospitals and doctors to convert. He even had a carrot to offer: by simply adopting a basic electronic health record, each hospital or practice could receive $18,000 per doctor.

Between 2009 and 2011, the percentage of primary care physicians with a basic electronic health record nearly doubled, increasing from 20% to 39%. By 2017, eight years after the HITECH Act was signed into law, 87% of Americans had access to their medical records in electronic form, and 96% of hospitals in the United States had an electronic health record.

The adoption rate has impressed skeptics, and there are some signs of better care resulting from electronic records—there are fewer medication errors, and doctors are doing better at following recommended guidelines like cancer screenings. But have electronic health records lived up to Obama’s promise? Not yet.

Coding Blues

Ask physicians how they feel about electronic health records, and you will get mixed reactions. Most would not want to go back to paper records, but many do find the systems cumbersome to use. That’s not Blumenthal’s fault. The problem is that most hospitals prioritized one main application for this powerful technology: “revenue cycle,” also known as billing and coding. Dreams of delivering better care have been curbed in the haste to increase revenue. A Northwestern University study calculated that an electronic health record could increase reimbursement by $1.3 billion annually for inpatient services simply by assigning billing codes to patients that result in higher reimbursements. Setting up those computerized records was much more expensive than originally projected—from $5 million to $20 million for each community hospital and $1 billion to $16 billion for large health systems—and many facilities wanted to earn those dollars back.

Increasing revenue has been good financially for hospitals but not so good for doctors or for patients. To secure higher reimbursements, hospitals (and their electronic records) have turned physicians into overqualified and expensive data entry workers. Each night, physicians log, on average, 86 minutes of “pajama time” to catch up on their electronic health records work: documenting care, checking off tasks, searching for test results, digging through other colleagues’ notes. In clinic, instead of spending time with patients, doctors and nurses spend time with their computers. That’s largely why almost half (45%) of US physicians reported feeling burned out in 2017, and 73% of general internists would not choose the same specialty if they were to start their careers anew. Demoralized physicians are saying things like: “I am no longer a physician but the data manager, data entry clerk and steno girl . . . I became a doctor to take care of patients. I have become the typist.”

Christine Sinsky, a practicing internist for 32 years and vice president of professional satisfaction at the American Medical Association, feels their pain. In leading medical journals, she’s published articles like “Physicians Spend Two Hours on EHRs and Desk Work for Every Hour of Direct Patient Care.” She has teamed up with Thomas Bodenheimer, a general internist from the University of California at San Francisco, to add a fourth tenet to the nation’s triple aim of health care priorities (improve health, reduce costs, improve the core experience): Improve the work life of clinicians and staff.

Improving Efficiency: Just Say No to Steno

Improving the life of physicians and other clinicians could go hand-in-hand with making health care a more efficient business. Both could start by simply making the electronic records more user-friendly. Imagine, for example, a search engine that helps physicians quickly and easily find information in electronic records. Voice recognition and natural language processing features could generate medical notes automatically—not only transcribing conversations, but using artificial intelligence to organize the notes into structured formats.

The same tools could make hospitals and clinics more productive and efficient. Technology-enabled consultants use artificial intelligence-powered tools to improve the flow of patients through clinics, emergency rooms, operating rooms, and inpatient hospital rooms. Ideally, these tools can achieve both better health and increased profitability, and what they all rely on is data, “Big Data.”

FAANG or FOE

When investors hear the words “Big Data,” they picture the transformative effects (and zero-gravity valuations) of the FAANG (Facebook, Apple, Amazon, Netflix, and Alphabet’s Google) tech companies. Whether it’s Amazon’s product recommendations leading to its 49% share of the US e-commerce market in 2018 or Facebook’s insights into emotional contagion helping them ensnare 2.4 billion monthly active users in 2019, Big Data has disrupted businesses in bold, unimagined ways. By collecting detailed information about customer preferences, Netflix developed a powerful recommendation engine that matches films to customers based on their prior selections. Its analytics tools help select new films and create hit shows with extraordinary accuracy and success.

Investors, data scientists, and clinicians are entranced by the possibilities of the same predictive analytics applied to health care. Blumenthal points out that venture capital investments in digital health have already grown vigorously, with a compound annual growth rate of 30% from 2011 to 2016 that resulted in an $8.1 billion investment in 2018. If the rest of the technology sector is any reference, this is just the beginning.

Blumenthal also knows there are many issues to be resolved, including questions about patients’ control over their data, whether health data can truly be anonymized, and the use of data for purposes beyond their original intended use. There’s also the issue of trust—mounting public skepticism about Big Data corporations in Europe has led to the adoption of stronger privacy rights laws like the General Data Protection Regulation, which requires online businesses to get permission before using people’s data. Finding the right balance between encouraging innovation and protecting against exploitation has even more significance when it comes to data about your HIV status, genetic predisposition to cancer, or mental health. Maintaining public trust will be vital because when machine-learning tools are responsibly applied to health care’s Big Data, some of the most challenging issues facing medicine suddenly seem solvable.

Consider, for example, the urgent need to improve outcomes, reduce waste, and address the third-leading cause of death in the United States, medical mistakes.

Automatically Avoiding Mistakes

It is hard to improve safety in health care because most professionals are reluctant to disclose their mistakes. The current system of voluntary reporting means that only 10% of inpatient safety events are detected. If computerized records could automatically detect these events, they might also automatically prevent them. For example, about 1 in 30 (3%) of all hospitalized patients have a health care–associated infection. Detecting infectious outbreaks early could reduce these numbers dramatically.

In 1985, Homer Warner had already demonstrated that by analyzing microbiology test results, pharmacy reports, and radiology studies, his electronic HELP program could identify which patients had acquired infections in the hospital, who was receiving the wrong antibiotic, who could be receiving less-expensive antibiotics, and even who had been on prophylactic antibiotics for too long. Over 30 years later, only about half of all US hospitals had acquired this capability. Where available, electronic surveillance software can detect infectious outbreaks 3–9 days earlier than the old paper-based systems, saving lives and considerable staff time.

This same approach can be used to spot all kinds of other untoward events. One federally certified patient safety organization, Pascal Metrics, converted a paper-based tool for identifying preventable mistakes—the Global Trigger Tool—into an electronic version. The algorithm predicted adverse events for almost 3% of all patients admitted, and most were serious enough that they led to temporary harm or lengthened patient stays in the hospital. This system implemented in hospitals could routinely alert clinicians in time to prevent injury.

Clear and Future Danger

Besides looking for adverse events, these computer algorithms are useful for detecting early signs of a patient’s worsening, such as imminent kidney failure. Diabetes and high blood pressure—both growing epidemics—are the leading causes of kidney disease. About one in seven Americans has chronic kidney disease (the vast majority don’t know they have it because it doesn’t produce symptoms until the late stages). In a hospital setting, where drugs and imaging contrast agents can be toxic to the kidneys, as many as one in five patients experiences acute kidney injury. The standard laboratory test for kidney function, serum creatinine, is a crude test; it only detects a problem when about half of kidney function is lost.

Using data from more than 700,000 adults treated in hospitals and clinics operated by the US Department of Veterans Affairs, my colleagues at Google Health developed a machine-learning algorithm that can detect impending kidney deterioration two days before the usual laboratory values start changing. The results have raised a new research question: What is the best way to prevent kidney failure if you have a clue that it might happen in a few days? It’s not something physicians had ever imagined. But now there’s a reason to start that research.

In contrast, clinicians should know what to do with early warning signs of another condition called sepsis, where patients with severe infection develop failure of the kidneys, heart, liver, and other organs. The clinical signs and preventive measures are well established, and one study showed that machine-learning algorithms that predict early sepsis could reduce the death rate by half. Machine learning algorithms can predict more than imminent decline, they can help clinicians care better for everyone.

Red Ball, Green Ball

Global scientific knowledge doubles every eight to nine years. That’s an exhilarating fact . . . unless you’re the expert whose job it is to know it all. All doctors, including me, have stacks of unread journals on our desks or queued in our inboxes. It’s impossible to keep up. Physicians are buckling under the pressure to be on top of all the latest discoveries at the same time as our patients show up to clinic armed with questions they got from “Dr. Google.” Fortunately, help is on the way.

Computers can help clinicians incorporate lessons from the published medical literature into daily practice, by embedding recent learnings directly in the electronic systems. Doctors’ order sets can automatically default to follow Geisinger’s ProvenCare or Utah’s Perfect Care, for instance. They can help physicians deliver up-to-date, scientifically-established care without having to remember everything they’ve read (or haven’t quite finished reading). Paul Chang, a Korean-American physician who leads Radiology Informatics at the University of Chicago School of Medicine, told me about a visit with his primary care physician for a flare-up of gout. When his doctor started to prescribe him the standard medicine, allopurinol, he promptly corrected him. “You can’t give me allopurinol, because people of my ethnicity are at high risk of carrying a gene (HLA-B*5801) that makes me likely to get a severe reaction to that drug!” Eventually, after testing proved he did not carry that genetic variant, Chang was put on the medication. Homer Warner would have expected computers to anticipate these issues automatically by now, and increasingly, they are.

Better decision support tools can also help resolve disputes between insurers and clinicians. In 2004, insurers tried to reduce the number of CT scans and other expensive imaging studies by putting in barriers to ordering: they required physicians to complete piles of paperwork (“prior authorization”) before agreeing to pay. David Blumenthal’s team built a radiology order entry application that asked the ordering physicians to enter details about the patient and why they needed the imaging study. The computer would signal whether medical research supported the use of that imaging test. A red ball indicated the patient didn’t need the study—perhaps they just had it at another hospital or it wouldn’t help with the diagnosis. A green ball said it was fine, in which case insurance would cover the study. Blumenthal thought it was “like a bolt of lightning.” It kept him from making mistakes. It kept him from wasting money. It made him order the right tests and sometimes spared the patient unnecessary radiation. And best of all, Blumenthal never had to deal with another prior authorization for imaging.

Besides streamlining physician practice, electronic medical records could help doctors and patients coproduce their health.

Accessible Health Care: In Your Pocket

Tom Delbanco thinks you should see the medical notes written about you, and maybe even contribute to them. An energetic Harvard primary care physician, Delbanco is a founder of the “OpenNotes” movement that started in 2010 when three hospitals, Delbanco’s Beth Israel Deaconess Medical Center in Boston, Geisinger Health System in rural Pennsylvania, and Seattle’s Harborview Medical Center, invited 20,000 patients to read the notes their primary care physicians wrote in their medical charts.

The doctors were amazed by the response. Patients loved the opportunity, and reading notes about their maladies and treatments didn’t upset them. Instead, the notes reminded them of important next steps, like scheduling a screening mammography, colonoscopy, or important immunization, and helped them with taking their medications as prescribed. With OpenNotes patients felt more in control, and older, less educated, and Hispanic patients reported the greatest benefit. Patients can identify errors, confirm (or correct) what they want to communicate to their doctor, and understand better how that information is influencing their care. Importantly, one in four patients who contact their doctor after reading their notes report a possible error, in some cases, preventing serious problems.

Delbanco encouraged our team at the University of Utah to join the movement, and we did. So did the Veterans Health Administration and hundreds of other hospitals. By 2019, more than 44 million patients in the United States had access to their notes. In 2015, Delbanco’s team expanded OpenNotes to OurNotes, inviting patients not just to read notes but also to write in their own medical record. Delbanco is finding that OurNotes can improve accuracy and safety directly.

The next stage of the HITECH Act—furthered by the 21st Century Cures Act of 2016—required that all electronic health record companies make their data accessible to patients, and, if granted permission by the patients, companies also must allow third-party software companies to access the records through application programming interfaces. Apple announced in 2019 that hospital systems could partner with them so that their patients could download their electronic health records to their smartphones using Apple’s health app. The apps that they and others could build might make the data not only more accessible but also more useful. For example, imagine being able to look at your last MRI or CT scan on an app that automatically highlights the abnormalities and shows you what normal should look like.

At the same time, electronic health record vendors are racing to improve their own technology, called patient portals, to give people access to their data directly so that they can check laboratory values, review imaging results, and even correct information. Insurance plans are also trying their hand at this, offering online digital solutions for managing benefits and their health.

There is another “win” lurking in the 21st Century Cures Act, one that might seem small and prosaic amid all this Brave New Tech talk. But if you’re a patient, you’ll love it, because it eliminates a truly aggravating bug in our system. The law addresses the problem of “interoperability,” the need for data from electronic systems operated by different hospitals and clinics to be shareable and accessible. A few years ago, when a patient at Primary Children’s Hospital in Salt Lake City turned 18, she was referred to an internal medicine physician at the University of Utah’s clinic on the same campus. She had to print out her records from Children’s Hospital and carry them across the street. With interoperability, if you change doctors or employers, or experience an unexpected emergency while away from home, all of your electronic records should be available for your care.

Learning Health System

A bigger and bolder vision for digital health records turns the data from millions of patient records across health systems into insight-generating research engines that answer questions like: Which medication works better for high blood pressure? Which patients benefit more from robotic surgery? Which genes make a patient more likely to develop sepsis? That’s what the Observational Health Data Sciences and Informatics collaborative is shooting for. It pulls together electronic health data from many hospitals and combines it with large insurance claims datasets to understand how treatments are working in the “real world.” Using a totally open-source approach, researchers have studied, for example, the performance of 29 classes of hypertensive medications. This kind of research is not as rigorous as a randomized clinical trial, but when the number of patients is large and the analysis is done carefully, a lot of gold can be mined. Plus it’s a lot cheaper than those clinical trials. The FDA has tried a similar approach to monitor pharmaceuticals on the market.

Project Sentinel

In 2004, five years after launch, Merck pulled Vioxx (rofecoxib) from the market. The pain medication which had been used by 20 million Americans had been shown to raise the risk of heart attacks and strokes. A Lancet article estimated that 88,000 Americans had suffered heart attacks on Vioxx, and 38,000 had died. Merck paid nearly $5 billion to end thousands of lawsuits related to this, without conceding they were aware of the increase in heart attack and stroke risk during the approval process or that their publications intentionally understated these risks.

Had there been better systems to monitor patients taking Vioxx, the FDA would have detected these adverse effects earlier and saved tens of thousands of lives. With this in mind, Congress passed the FDA Amendment Act of 2007, which mandated that the FDA develop a program to track and analyze the safety of drugs after they’ve come to the market without having to rely on pharmaceutical companies to report potential problems.

Richard Platt, a bow-tied professor of medicine at Harvard Medical School, is one of the leaders of that Sentinel program. Instead of expecting health plans and hospitals to share confidential health data, his team gives them some computer code that can be used to search within the walls of their own data warehouse. That way, the FDA can query data from over 100 million people and ask: Has there been an increase in small bowel problems after the introduction of a vaccine? Or, are patients receiving hypertension medication suffering from a condition called angioedema? By 2019, Sentinel had addressed 113 safety issues and answered questions that otherwise would have required at least 19 standalone studies involving ten products. Platt and coauthors point out that the usual post-marketing studies to investigate these would have cost millions of dollars each, taken a lot longer, and led to more people getting sicker.

It doesn’t require significant imagination to think that these data could also be used to assess how cost-effectively drugs are working across large numbers of patients. Knowing patients’ outcomes with medications could help pharmacies, insurers, and hospitals decide whether to prioritize specific drugs on formulary and how much to pay for them. With real-world evidence, the cost-effectiveness of drugs can be compared across broader and larger populations than tested in the original clinical trials. When I suggest this idea to Platt, he’s enthusiastic. “Absolutely!”

New Data Frontiers

Most activities related to health happen outside of traditional health clinics and hospitals. Knowing this, the digital health industry is creating an entirely new set of health records. Tens of thousands of apps are measuring and recording data from our day-to-day lives: steps counted, calories burned, calories consumed, hours tossing and turning in bed, and more. Others are collecting family trees or DNA samples. Even credit history, shopping patterns, and travel history are believed to hold important insights into health behaviors and medical risks.

Some of the least traditional data may prove instrumental for solving some of the most intractable problems of health care. Mandy Cohen, secretary of North Carolina’s Health and Human Services Department, wants to improve the health of some of the neediest two million people in her state. To understand those needs, her department collected data about social health indicators, such as food deserts (areas where it’s difficult to buy affordable fresh food), places with poor access to transportation, and substandard housing, and then created a map that highlights those communities that needed the most help. It may not seem obvious why the health department is producing social services maps, but to Cohen, a primary care physician, the reasons are clear.

She tells the story of a patient she cared for a few years back, a college student who looked unwell. After eight weeks of running expensive tests on her, Cohen was stumped. And then a technician suggested gently, “Ask if she has enough to eat.” She discovered that the student was living out of her car because she had just escaped an abusive relationship. Cohen realized she didn’t have the tools in her medical toolkit to help. “It still stings,” Cohen says. “I spent a lot of money, and I didn’t make her one bit better.”

With the data her department has collected, Cohen and team have built a digital tool that connects patients with community programs like a food bank, a program for adolescents at risk, and a domestic violence shelter. Cohen understands that the ultimate, alluring power of Big Data is making the unseen seen—whether it’s a hidden cluster of dangerous side effects of a drug, or the too-predictable side effects of being hungry and forced to live in your car.

An Action Plan for Realizing Big Data’s Potential

How can we make traditional sources, such as electronic health records or insurance claims data, more accessible to patients, and with their permission, also to researchers and policy makers? New kinds of data ranging from personal health sensors to genomics to data about social needs like transportation, food, and housing can help paint a more holistic picture of people’s health.

To realize Big Data’s full potential, we all have a role to play.

As a patient and consumer of health care, you should:



•Ask your physician for access to your medical notes, and if the medical practice isn’t part of the OpenNotes movement, ask them to consider joining.

•Look for opportunities to access your health records.

•Consider judiciously whether you want to share your personal health data with vendors and ask yourself whether the benefit of the services to you (app features, for example) outweigh the risks of those vendors using your data for other purposes.

•Provide feedback on all patient portals (such as from your physician’s electronic health record system or your insurance company’s benefits tools).



As a physician or other health care professional, you should:



•Challenge your organization and vendors to improve the usability of electronic health records for you and your patients, and encourage patients to use their portals.

•Improve the quality of data entered into the electronic health records where possible—the better the data, the more useful they can be.



As a payer, such as a self-insured employer, government entity, or health plan, or as a policy maker, you should:



•Support the adoption of data standards and expect electronic health records vendors and health insurance companies to cooperate with third-party technologies that can use data to help employers (and other payers), clinicians, and patients to improve care.

•Set timely expectations of broad interoperability of electronic health data.

•Encourage research that leverages Big Data, such as predictive analytics, to reduce medical mistakes. Invest in clinical decision support tools to ensure the best care for complex patients.

•Invest in real-world evidence research that uses Big Data to answer questions about, for example, the effectiveness (including cost-effectiveness) of different therapies.

•Set expectations for government agencies and data and technology industries to establish and adopt high standards and best practices that protect the privacy and security of health data.



And most importantly, all of us need to elect leaders who will safely and responsibly unleash the potential of health-related data to improve the health of the population.





CHAPTER 10

EMPLOYER, HEAL THYSELF


The question is . . . who bears the blame for this chaotic, private-sector price system. The only fair answer is: American employers.

—Uwe Reinhardt

As the third son, Carl Kjeldsberg knew he’d never get to run the family business—a 100-year-old Norwegian department store chain—but he had accepted that. In high school, he was a skiing champion and could imagine only one direction for his life: downhill, schussing. His father, however, had other plans. He plucked his son off the ski slopes of Norway and planted him in medical school amid the gardens and spires of Edinburgh. There Kjeldsberg discovered he had both a passion and a talent for medicine. After graduation, he came to the United States to train as a surgeon, but his career again took a sharp turn when he developed an allergy to latex surgical gloves. He transitioned into diagnostic pathology and settled in Salt Lake City, a 30-minute drive from multiple world-class ski resorts. Before long, he pivoted yet again and found himself running a business.

Chances are good that if you ever get your blood drawn to test for an unusual hormonal condition or an autoimmune disease, your tube will be sent to Salt Lake City. Every night, up to 50,000 samples of blood, urine, sputum, and tissue from all over the country arrive at the Salt Lake City Airport in big yellow crates destined for a company at the base of the Wasatch Mountains called ARUP Laboratories. That’s the business Kjeldsberg cofounded in 1984 with fellow pathologist John Matsen, who was then chair of Pathology at the University of Utah. By moving the clinical laboratory out of the university’s hospital and running it as a separate business, they were able to attract entrepreneurial and innovative pathologists who wanted to invent diagnostic tests and technologies and to see them implemented clinically quickly. Besides its hundreds of newly invented lab tests, the company also invested in highly efficient robotic technologies that kept quality and safety high. Business boomed, and ARUP Laboratories grew exponentially.

As the business got bigger, so did the number of employees, and before long, Kjeldsberg, downhill racer turned pathology CEO, had to pivot into yet another new role: large employer and health insurer for thousands of employees and their families.

Employers as Insurers

The distinctly American practice of employers providing health insurance to their employees grew out of efforts by the government to control wages during World War II. With millions serving in the military, economists feared labor shortages would give rise to inflation and destabilize the economy. Crafty employers got around wage controls by offering “fringe benefits,” such as pensions, vacations, and health insurance benefits, to attract and retain skilled labor. In 1943, the Internal Revenue Service introduced a policy (later clarified and codified in 1954) making contributions by employers to group insurance plans not subject to wage controls and not treated as taxable income. From then on, employer-sponsored health insurance became a fixture of the US health system. In those early days, the financial impact was modest. In 1940, only 9% of Americans had access to hospital insurance, and it consumed only 0.4% of disposable income. No one could have anticipated the eventual financial consequences of this wage control workaround.

By 2017, the majority of insured Americans (56%, or 178 million people) were covered by an employer-sponsored plan. Medical benefits were available to over two-thirds of private industry workers and nearly nine out of ten government workers. Employers paid for about one-third of all health care in the United States—$1.2 trillion per year—second only to the federal government. In 2018, they covered 71% of health care costs for employees with families and 82% of the costs for individuals, which amounted to a breathtaking $14,156 per employee. This meant a company like ARUP Laboratories, with nearly 4,000 employees, was effectively managing a $50-million health care insurance business.

Economists argue that rising health care costs have driven up the price of American goods and services, making them less competitive in the global market. The Big Three automotive manufacturers claimed they needed a multibillion dollar bailout in 2008 in part because of massive health expenditures. (General Motors was spending $71 per worker per hour on health care, while Toyota was spending $47.) In 2004, Gary Cowger, GM’s president of North American operations at the time, said the carmaker was spending $4.5 billion on health care each year, and added, “That’s more than we spend on steel.” Warren Buffett is reported to have said more plainly: “GM is a health and benefits company with an auto company attached.”

The current system of employer-sponsored health insurance has fallen victim to the fee-for-service zero-gravity economics of American health care. That’s profoundly and insidiously undermining the vitality of the US economy. From 1999 to 2015, wage gains for all but the wealthiest workers were wiped out by the contributions that employers made to health care. And that’s not just burning up present earnings. Retirement savings also took a massive hit. In 2001, employers allocated over half of benefits (58%) to retirement. In 2015, that figure was about one-third (36%). We’re paying for today’s health care with tomorrow’s retirement money.

Despite all the spending, employees aren’t doing so well. In fact, the Robert Wood Johnson Foundation estimates that poor care leads to as many as 45 million avoidable sick days per year, or 180,000 people calling in sick every day. Every employer in the country is fretting and fuming about astronomical health care bills for a workforce that isn’t necessarily healthier, yet few know how to manage them. Rick Wagoner, former CEO of General Motors, summed up the frustration of many companies: “When I joined GM 28 years ago, I did it because I love cars and trucks. I had no idea I’d wind up working as a health care administrator.”

From Insured to Insurer

In the 1980s, many large employers realized that it was more economical for them to pay for their employees’ health care directly (“self-insure”) rather than pay an insurance company to bear the risk. They set aside funds to pay the bills as they came in (using brokers and third-party administrators to help contract with doctors and hospitals and also collect and pay bills). They also purchased stop-loss insurance to cover exceptionally high claims, like those over $100,000 or $200,000. By 2018, 61% of all employees covered by their insurer were in completely or partially self-insured plans; for companies with more than 1,000 employees, the figure was over 85%. Despite paying the bills, these employers often contribute little to the design of their plans and have even less insight into how to rein in costs, relying mostly on their brokers and third-party administrators.

When I was CEO at University of Utah Health, I too was responsible for the health care costs for our 15,000 employees and their families. Managing our costs were as challenging as—perhaps even more so than—those of our automotive manufacturing peers. Getting an MRI scan for a headache or an antibiotic for a cough can seem irresistible when you work right next to the radiology department or the pharmacy. Carl Kjeldsberg had the same dilemma at ARUP Laboratories . . . until he hired Peter Weir in 2006.

Weir, a family medicine physician, had been slogging away in a primary care clinic, rushing through ten-minute patient visits and working through piles of paperwork every night. When a colleague suggested he consider running ARUP’s employee health clinic, he seized the chance. At ARUP’s clinic, doctors and nurses cheerfully handed out bandages and administered flu shots, but there wasn’t much evidence of lives being saved or cost curves being flattened. That didn’t concern Weir, because in that clinic, he saw a tantalizing opportunity. He had recently attended a lecture by Thomas Bodenheimer, a renowned primary care physician from the University of California at San Francisco, who had described a team-based approach for patients with chronic diseases. His model moved physicians out of the center of the clinical universe and relied on nutritionists, pharmacists, educators, and health coaches instead. It made patients healthier and lowered costs. Weir thought ARUP’s clinic was the perfect place to try Bodenheimer’s model.

To start, he created a health risk–assessment survey that asked employees to volunteer information about their age, gender, race, total cholesterol, HDL cholesterol, blood pressure, and any history of diabetes or smoking. He then plugged those numbers into (now online) risk calculators to work out each individual’s risk of developing heart disease or stroke over the next ten years. For example, a 65-year-old African American man with normal cholesterol and blood pressure, who doesn’t smoke and is not diabetic, has a 6.9% risk of a stroke or heart attack in the next ten years, while the same man who smokes has almost double the risk (11.6%). Add high blood pressure, and his risk shoots up to 19.8%.

Weir also wanted to know what people were doing to keep themselves healthy, so he asked how many minutes of exercise they did each week, how many servings of fruits and vegetables they ate each day, how much screen time they logged, how many sugary drinks they chugged, and whether they got cancer screening tests like mammograms and colonoscopies.

When some employees expressed concerns about confidentiality, Weir made sure everyone knew that personal health information—including the answers to surveys—was firewalled from anyone in the company who wasn’t on the medical team, even the top bosses. He even asked his medical staff not to eat in the cafeteria to reinforce that total separation between them and other employees.

To encourage employees to complete this form, Weir persuaded management to offer a hefty financial incentive: 25% off their share of health insurance premiums. By 2018, about 98% of ARUP employees and their partners or spouses had completed the survey.

With all these data in hand, Weir and team redesigned the employee health programs. Clinic employees became chronic disease health coaches. They focused on reducing the risks of strokes and heart attacks, cancer, and complications of diabetes. As a self-insured company, any reductions in costs would be savings for ARUP. That’s why, when the team proposed that the clinic provide free insulin, free generic oral diabetes medications, and even free diabetic supplies like glucometers and glucose strips, ARUP’s CFO agreed. He knew that preventing just one hospitalization a year would more than recoup the investment.

Weir was also particularly committed to helping employees with mental health conditions, like depression and anxiety. He used a physician-to-physician consulting program offered by the University of Utah to supplement his team. Employees completed questions about their mental health, and university psychiatrists reviewed them and made recommendations to the employee’s ARUP physician via a brief videoconference. Weir and his colleagues eventually learned to manage common conditions like depression on their own.

Along the way, Weir realized that not everyone in the company understood what it meant to work for a self-insured employer. When he recommended that one of his patients—a high-level manager—take the generic version of a medication, the manager responded, “No, no, I want the branded drug . . . because I want to screw the insurance company!” After that, Weir went on a campaign around the company’s nearly 4,000 employees to explain what it meant for the company to be self-insured. Their insurance company was ARUP.

Five years in, health costs for ARUP employees leveled off. Health measures improved, from blood pressure readings to the rates at which women underwent cervical cancer screening checks. Patients started bringing spouses and children to get their primary care from Weir’s team. He says he was overwhelmed by their enthusiasm about the clinic: “They treated me like royalty.”

Pepsi Goes Flat

Not every employer has had the same success as ARUP Laboratories, although many have tried. In 2012, about half of US employers with 50 or more employees and more than 90% of those with over 50,000 employees offered some combination of wellness or health programs. Besides a few anecdotal success stories and some encouraging early publications, collective experiences in the real world were not rosy. Most employers who invested in employee wellness saw little impact on their health care bills, even though their employees really appreciated the yoga and weight-loss classes. A RAND Corporation analysis of PepsiCo’s program shed light on why most people weren’t getting good results. To get a clear picture of costs and benefits, the researchers separated Pepsi’s programs into two flavors—disease management and lifestyle management. Lifestyle management included programs that managed weight, nutrition, fitness, and stress, and encouraged workers to stop smoking. They may have made employees feel valued, but they didn’t lead to any savings. For every dollar Pepsi put into lifestyle management, employee health bills were reduced by only 48 cents. It may not have been a total waste of money, but it certainly wasn’t paying off.

On the other hand, disease management programs worked. Pepsi offered six- to nine-month programs that helped employees manage and prevent ten conditions: asthma, coronary artery disease, atrial fibrillation, heart failure, stroke, hyperlipidemia, hypertension, diabetes, low back pain, and chronic obstructive pulmonary disease. After seven years, Pepsi’s disease management program yielded almost $4 in return for every $1 invested and reduced health care costs by $136 per employee per month, mostly because of a 29% reduction in hospital admissions. From 2004 to 2011, Pepsi’s employees in the disease management program saw their costs cut by more than one-half. Results like that will put a little fizz into any soda-maker’s financials.

Not all employers have been able to replicate Pepsi’s results. An analysis by McKinsey consultants suggested some key features—many of which were shared by ARUP’s clinic—that increase the success of a disease management program: the responsibility for care should fall on one general practitioner (like Weir), larger programs do better than small programs (100 patients is too small), data on patient outcomes should guide improvements, and incentives can encourage both patients and clinicians to achieve common goals.

Getting Skinned in the Game

Failing to develop cost-effective health management programs, many employers have turned to “consumer-driven health care,” or more accurately, “high-deductible plans” (often with a pretax health savings account), where employees trade lower premiums for higher deductibles, co-payments, and coinsurance. About 30% of adults had a high-deductible plan in 2019. Unfortunately, these plans are less “consumer-driven,” and more “consumer-gets-run-over.” In 2016, employer-sponsored family health insurance consumed, on average, one-third of the median household income in the United States, compared to less than 15% in 1999. That doesn’t leave much for most families to spend on food, housing, and transportation.

Employers claim these plans encourage employees to try to stay healthier because they have more “skin in the game.” Behavioral economists—backed up by the health outcomes of consumer-driven plans—beg to disagree. The prevalence of obesity, persistently high rates of smoking (and now vaping), and low rates of cancer screening, among other signs, in people who likely want to be healthy call into question the role of financial inducements in helping people make healthier choices. Consumer-driven health care also assumes employees will reduce care that is wasteful or of marginal value. Instead of a frivolous trip to the emergency room at midnight, skin-in-the-game employees should wait for a primary care clinic to open the next day. They should choose generic drugs over branded options. They should opt for less expensive hospitals and specialists.

That all sounds good, but research shows it’s only partially true, if at all. A RAND Corporation study found that a family that switched to a high-deductible plan spent 20% less on health care in the following year than a family on a traditional plan. The authors note, however, that the reductions are partly a statistical fluke, because healthier workers tend to choose high-deductible plans, so of course they tend to spend less (so-called selection bias).

To examine how cost-sharing changed people’s behaviors, a landmark experiment in 1973 randomly assigned almost 8,000 people across the nation to health plans that were either free or had different levels of coinsurance and out-of-pocket limits, and then tracked how they used health care. The study concluded that the more individuals had to pay, the fewer services they consumed. Those who had to pay more saw fewer doctors, and they were hospitalized less. But their health was worse: blood pressure was less likely to be controlled, vision was less likely to be corrected, and they were more likely to die earlier. Higher co-payments meant that patients didn’t fill their prescriptions, and they didn’t take their sick children to get care. With high-deductible health plans, people simply stopped seeking care, even free preventive measures like cancer screening.

If you have a crystal ball that can accurately predict that you won’t use much health care in the coming year, a consumer-driven, high-deductible plan is right for you. But most of us don’t have that fortune-telling capability, and the ups and downs of unpredictable health are pushing families into bankruptcy and hurting both employees and the employers who rely on their work.

The solution is for employers to start thinking less like insurers and more like businesses.

Let’s Poke the Skunk

In December 2004, Bob Mecklenburg received a visit that pretty much ruined his Christmas break. Mecklenburg was chief of medicine at Virginia Mason Medical Center. His hospital was paid to provide health care to employees of four of Seattle’s biggest companies and employers: Costco, Starbucks, Nordstrom, and King County. In his office that day was the medical director of Aetna, the third-party administrator for each of the four self-insured employers. He told Mecklenburg that the care provided by his hospital was too expensive and that unless something changed, they would dump Virginia Mason.

Mecklenburg, who is responsible for hundreds of millions of dollars in his department’s annual budget, most of which was clinical revenue from caring for patients, had a startling realization: “I had never come face to face with people who paid my salary—I thought Virginia Mason paid, but it was these employers.”

He wanted to understand the problem better, so he asked the four HR heads what was driving their climbing health care costs and lost employee productivity. Back pain and headaches seemed common, they said. But beyond that, they weren’t sure.

Mecklenburg immediately asked Aetna for the data on what treatments and procedures these employees had received from Virginia Mason over the past year. Then he spent his Christmas holiday poring over pages and pages of spreadsheets. “This was kitchen-table research,” he says, adding that the reports were not easy to interpret—all of the redundancies and absurdities of the terminology used by hospitals and insurance companies made simple things hopelessly complex. For example, he expected to find one code for back pain, but there were nearly a dozen—it was called sciatica, backache, radiculopathy, lumbago, back pain, and more. He carefully grouped all those into one bucket to better understand how back pain was being treated, and then repeated the process for other common conditions so he could see which factors were driving up costs.

After days spent analyzing the claims data, he found it wasn’t the rare patients with cancer or unusual autoimmune diseases or even devastating accidents who were emptying the till. The culprits were everyday illnesses that afflicted many people and were being treated incorrectly. Coughs and colds, generally caused by viruses, were being dosed with bacteria-killing antibiotics that wouldn’t help. (Those prescriptions drive up costs and inadvertently produce more antibiotic-resistant strains of bacteria.) Folks with headaches too often had expensive CT (or “CAT”) and MRI scans, when the best treatment would have been a couple of aspirin. Lumps in the breast mostly turned out to be benign, but too many women were put through imaging, biopsies, pathological interpretations (sometimes false-positives), and all the attendant worry.

In the pay-for-action model, the overwhelming tendency is to overtreat, and Mecklenburg quickly realized that’s what Virginia Mason was doing. “Yestercare” is what he now calls treatment that produces plenty of tests and bills and fees, but not enough health. It is not only expensive for both employees and their employers, but it is also inefficient for companies because it results in their workers being out longer. And don’t forget the additional complications from, say, unnecessary surgery or prescription drugs.

Mecklenburg also found another distressing pattern. Headaches, colds, asthma, and benign breast masses were very common, but the treatments varied widely. For example, for diagnosing the causes of back pain, MRIs are no better than X-rays (which are also mostly useless, but a lot cheaper). The medical literature is filled with research showing this, yet back MRI remains one of the most commonly performed imaging procedures in the United States. Similarly, for the seven million children with asthma and their 700,000 visits to emergency departments each year, guidelines recommend against performing a chest X-ray or prescribing antibiotics for an acute flare-up, and yet about one-third get an X-ray, and one in six are prescribed antibiotics.

When I asked Mecklenburg why insurers, brokers, and hospital administrators didn’t seem to have the insights he’d discovered on his kitchen table over that Christmas break, he shook his head. “They like it fine the way it is,” he said, “Fee for service—why mess with it? We’re making billions of dollars. Why poke the skunk?”

Start Pulling the Supply Chain

Bob Mecklenburg gradually realized he was grappling with a business problem, not a medical one, and that his HR partners were extremely well equipped to help him solve it. He explained to them that they had a “supply-chain issue”—a clinic failing to keep an employee from getting ill and missing work was the equivalent of a chip manufacturer delivering a poor-quality part to Intel. Think of it this way: if employees are home sick, Nordstrom can’t sell clothes and Costco can’t restock shelves. Using that fundamental insight, the four Seattle companies drew up five key “performance specs” Virginia Mason Medical Center would have to meet:

Spec #1: Give Us What Works and Skip the Rest

The HR directors told Mecklenburg they would no longer pay for procedures, tests, and medications that didn’t work. Virginia Mason’s doctors and hospitals would now only do things that were proven effective, also known as “evidence-based medicine.” Costco wouldn’t sell stale bread and expect to be paid. Why should they settle for less from their employee health providers?

Spec #2: 100% Customer Satisfaction

Business students study Nordstrom because it sets the standard for customer satisfaction. Their representatives asked: Why couldn’t health care providers deliver a consistently good, customer-centered experience? They expected the health system to demonstrate respect for the patient as a member of the health care team and to include them in decisions about their care. They challenged Virginia Mason to drastically improve customer satisfaction. (They did, and later even added a warranty.)

Spec #3: Same-Day Care

The Starbucks representative pushed Mecklenburg on this point: imagine ordering a skinny tall white latte and being told it would arrive in two to four weeks. Their ailing employees needed to be seen promptly. In what other business do customers wait to get their calls returned, wait long beyond their scheduled appointment times, and wait for hours in the emergency room, without so much as an apology, much less a snack or a beverage?

Spec #4: Rapid Return to Function

Hospitals and doctors assess their performance in terms of quality and safety. They almost never measure how quickly patients recover and never consider how long it takes for patients to return to work. The King County representative challenged Virginia Mason to minimize down time and maximize productive days for their employees. From now on, an employee’s time would be as valuable as a clinician’s time, or more so.

Spec #5: Predictable and Consistent Prices for Buyer and Seller

As these employers compared notes on what they spent on care for the most common conditions, they found wide variations. From now on, if a patient needed a total hip replacement, the employers expected to pay a fixed amount for the entire procedure, including rehabilitation. The fee would be negotiated up front and be affordable for both the doctor/hospital and the patient/employer.

These performance specs were good not just for the employers but for the employees. They made sense for the health system. Mecklenburg knew that if Virginia Mason could deliver on these specifications for all their patients, it would be the best health care system in the country.

Reinventing Spine Care

To start, Mecklenburg chose one of the most common ailments, uncomplicated back pain, as a test case. About 80% of people with back pain are categorized as “uncomplicated,” meaning they do not have warning signs such as weakness or numbness of the legs or arms which could point to a more serious condition. He knew Virginia Mason routinely failed to meet all five of the performance specifications for uncomplicated back pain.

Working with other clinicians, Mecklenburg created a flowchart showing the experience of a typical employee with this complaint, beginning with that first call to the doctor’s office. “It’s your lucky day!” he says somewhat dryly. “The doctor can see you in two weeks.” Moving his finger to the right on his chart, he arrives at his next box: you finally see the doctor, a primary care physician, who, Mecklenburg explains, “doesn’t actually do anything!” She might order a few blood tests and perhaps prescribe something for the pain. You’re told to come back for a follow-up appointment in a few weeks. When you return to the doctor’s office (“Surprise!”), you’re not any better. The MRI comes next (“Unnecessary!”), and then you go back to the physician, who might refer you to a neurologist or perhaps a rehabilitation doctor. A couple of months after you first called the doctor, you are sent to a physical therapist (“Finally!”) and begin to recover.

Applying the “Virginia Mason Production System” (their version of the Toyota Production System), the spine clinicians discarded Mecklenburg’s flowchart and replaced his boxes with just one, labeled Spine Clinic. Rather than the two-month ordeal that entails multiple unnecessary visits and imaging studies, patients with uncomplicated back pain can come to the Spine Clinic that day (Spec #3). And see a physical therapist that day (Spec #1). And start to improve that day (Spec #2), because treatment starts immediately. Employees return to work much sooner (Spec #4). Mecklenburg smiles. “It just takes a couple of hours.”

The biggest cost savings, outside of eliminating unnecessary imaging and surgery, came from taking spine surgeons out of the picture until and unless absolutely necessary. As Harvard business professor Bob Kaplan loves to point out, having a physical therapist rather than a surgeon evaluate a patient with low back pain saves hundreds of dollars per hour. It seems counterintuitive, but the Spine Clinic was a boon for surgeons, because it allowed them to be much more productive. The clinic could now screen four times as many patients, and spine surgeons saw only the patients they should have been seeing—those who were likely to need an operation.

Raj Sethi, the energetic director of neurosciences at Virginia Mason, confirmed Mecklenburg’s impressions. Taking referrals from across the country, he and his fellow surgeons built a reputation for wisely deciding who did and did not need an operation. He tells me about a 46-year-old overweight truck driver flown by his employer from Arizona to Virginia Mason in Seattle. An MRI showed some arthritis in the neck, and his local doctor had offered him an operation to fuse three neck vertebrae. He had had no physical therapy or acupuncture and still needed to lose weight. Sethi told him, “If I do a three-level cervical fusion, the likelihood that your neck pain is going to get better is probably 50%, at best. But guess what happens when you do a three-level cervical fusion? You put stress on the disk above and the disk below . . . and you’re looking at another surgery three or four years later.” Having flown from Arizona to Seattle to get this candid assessment, the patient got back on the plane home and booked an appointment with a physical therapist.

That’s a small example of why many of the largest employers in the country have awarded Virginia Mason a “center of excellence” designation, which means they are willing to fly employees in from hundreds of miles away. It is now one of the best hospitals in the United States and consistently wins top-quality awards (it was one of Leapfrog’s Top Hospitals of the Decade in 2010). And it’s all because Bob Mecklenburg poked the skunk.

Why Won’t They Take Their Medicine?

To answer the perplexing question of why all employers aren’t following the lead of Starbucks and Nordstrom, I turned to Bob Galvin, a physician who has spent his entire career trying to fix health care. I met him in his New York office at Blackstone Group, one of the world’s largest private investment firms, where he is CEO of Equity Healthcare, Blackstone’s health care management program. He advises on the employee health programs of companies held in the private equity portfolio, like Hilton Hotels, Sea World Parks, and Vivint, the home security company. Why is an investment company messing with employee health care? Because every dollar of savings from employee health costs generates a huge multiplier when it comes time to sell the company. Blackstone is in this business to make money, and if they can help employees be healthier, all the better.

Galvin advises over 75 CEOs on their health programs. He sounds a little wistful when he talks about how few of them are taking full responsibility for the health of their employees. He referred me to a paper he wrote with Suzanne Delbanco, former CEO of the Leapfrog Group, a modern Codman’s End-Results–type company he helped found. He remembered it being called “Employers, What’s the Matter with You?” The printed title is slightly less provocative, “Why Employers Need to Rethink How They Buy Health Care.” It was written back in 2005, but the grim facts are essentially unchanged.

Galvin and Delbanco pointed out that fewer than half of major US firms conducted financial analyses on health care costs, and fewer than a third used return-on-investment calculations. Information about quality of care was missing in their procurement decisions. Only about a third of employers provided information about the quality of the health systems employees were choosing from, and fewer than a quarter shared information about price.

So why aren’t big employers doing this? Why, after all these years, are they still just shifting costs to employees?

Galvin shrugs. Health care, he says, isn’t a C-suite priority. It is assigned to human resources benefits managers and is rarely their primary area of interest. Most employers purchase care through brokers and pharmacy benefit managers and frequently rely on insurance companies and benefits consultants to design their offerings, even if they are self-insured. Rarely do employers even get the detailed claims data on their employees to see how their dollars have been spent. Most HR managers have no relationships with the doctors and hospitals their employees use. Their brokers negotiate with insurance companies and health care systems for them. The brokers take a cut. The insurers generate their fees. The status quo gets everybody paid and home by 5 o’clock. That sentiment is starting to change.

If It’s Good Enough for Amazon . . .

What Mecklenburg launched in Seattle is starting to spread across the country. In 2018, Amazon, Berkshire Hathaway, and J.P. Morgan Chase announced they would join forces to solve the employee health problem for their 1.2 million employees, and for others. Walmart, Lowe’s, GE, Boeing, and several other big companies have all adopted similar measures in selecting health care systems—like Virginia Mason, Geisinger Health System, and Cleveland Clinic—that they believe can deliver on their specs, even if they have to fly their employees to receive care. Like Medicare’s Bundled Payments for Care Improvement, employers are negotiating with hospitals to pay their own bundled rate, where all the services during a hospitalization, including the hospital stay, all the doctors’ fees, devices like an artificial hip, and other tests and imaging, are included in a set fee. Typically, that price is 10%–15% less than a fee-for-service arrangement. In return, the health system gets new patients and the prestige of a “Center of Excellence” designation. (When the Employers’ Center of Excellence Network opened the bidding process for hospitals to contract with them, they found that fewer than 5% of health care systems met all the quality requirements for consideration.)

Statewide programs are also emerging, modeled after the Employers’ Centers of Excellence. For example, the Bree Collaborative, in support of the Washington State Health Care Authority that covers 2 million of the state’s 7 million residents, gives state employees and Medicaid recipients the opportunity to choose to receive their hip and knee replacements or spine surgery at state Centers of Excellence with no out-of-pocket expenses.

How do employers justify sending an employee and an accompanying family member to another city just for health care? The biggest savings come from finding highly qualified doctors willing to advise against unnecessary surgery, like Raj Sethi. One study found that of 450 patients with back or neck pain who had been recommended for surgery in their hometowns, only 62% of them really needed surgery when evaluated at one of the Centers of Excellence. Instead, activity-based therapies, pain injections, physical therapy, and weight loss were recommended. Of patients expecting to undergo a hip or knee replacement, 16% were advised not to have surgery when seen at a center. Employee satisfaction ratings for these programs exceed 90%—having no co-pays helps—and nearly all patients end up following the advice of their Center of Excellence physicians not to have an operation, even if their home physician recommended it. That saves the company money and keeps more money in the wallets of employees. Lowe’s employees who needed a joint replacement saved on average $3,300 in co-payments and fees compared to those who underwent the same procedure in their traditional health plan.

Centers of Excellence bundled payment arrangements make sense for operations like hip replacements and spine surgery, which can be planned and scheduled in advance. Employers’ investments in primary care and preventive medicine are more challenging to manage. Karen DeSalvo, a physician and former acting assistant secretary of the US Department of Health and Human Services, calls it the “wrong pocket” problem. The entity that invests in health isn’t always the one reaping the reward. Sometimes the problem is a matter of timing.

The Wrong Pocket

Many employers evaluate their health investments annually, and they seek returns on their investments on this time horizon. They may commit to sponsoring disease management programs for their employees for one year at a time, or perhaps as long as three years. This makes sense because most employees don’t stay long. In 2018, across all industries, employees stayed with the same employer for an average of 4.2 years. Younger-generation employees or those working in industries like leisure and hospitality stay less than three years. (In contrast, for those 55 to 64, the median tenure is 10.1 years.)

This has important implications for how employers invest in their employees’ health. Take the example that Rushika Fernandopulle, CEO of Iora Health (whom we met in Chapter 2), shared with me about an Iora clinic for employees at a college. The rate of female employees receiving recommended Pap smears (a screen for cervical cancer) had been lower than expected. After getting input from a patient advisory group, one physician decided to start a new program. Once a month, from 5–7 p.m., the clinic sponsored a “Pappy Hour”—with wine, snacks, music, and candles. (One doctor called it a “spa-like experience.”) The number of screenings shot up. (Upside.) And when they did, Iora doctors found some early cancers in unsuspecting women. (Big upside!) Those patients went for surgery, and some to chemotherapy. For that year, the costs of care were significantly above expected. (Downside.)

And here’s the really tantalizing twist: Fernandopulle points out that the cancers found thanks to Pappy Hour might not have been detected for another couple of years. By then, the women would have had Stage 3 cancer and a much poorer prognosis. That means the program saved a lot of money and a lot of lives, as long as the employee stayed with the employer for at least three years. Many government-run programs have the advantage of durable relationships with their members. With Medicare, military medicine, and the VA, members are often in for life. Investments that pay off in three, five, or ten years make sense because the return always comes to the right pocket.

For employee health, timing isn’t always so perfect. When employees stay at the same job for only 2–4 years on average in many industries, employers may not see the return on their investment in prevention and cancer screening. We need a new way of ensuring that employers make the best decisions for their employees, like ARUP’s free glucometer strips and free insulin and Fernandopulle’s Pappy Hour clinics. For more employers to sign on, they need to believe it will be a “right pocket” decision for them.

A Ten-Point Action Plan for Employers

Employers can radically improve health care in the United States by treating it like any other resource they need for their company and expecting costs to be linked to the quality and efficiency of the service provided. Self-funded employers can design their own benefit packages to improve health and lower costs innovatively. Consortia of companies with the greatest purchasing power can open the doors for smaller companies and their employees to benefit as well. It can happen in just ten steps:



1.Find a smart health plan administrator.

For a 5,000-employee business, health care will consume $50 million to $70 million each year, so it’s worth the time and trouble to identify the right person—either in-house or externally—to manage employee health benefits.

2.Analyze employee claims data.

If you are self-insured, you have a right to employee claims data (in anonymized form). Have your health plan administrator help analyze the data or hire an outside firm to do it. Compare your spending with national benchmarks, adjusting for underlying health conditions, age, and other risk factors.

3.Develop a health risk–assessment questionnaire.

This can help your health plan administrator and medical team (see below) identify employees who would benefit from disease management programs that may be run in-house or as part of a separate medical clinic. Make sure there’s a clear firewall between medical staff who collect and analyze health data and your management team to protect employee confidentiality.

4.Partner with other local or regional employers.

Employers can band together to create critical mass for common services. Joining employer networks like the National Business Group on Health, Health Transformation Alliance, or Catalyst for Payment Reform can provide access to national Centers of Excellence contracts or benchmarking data.

5.Carefully select hospital and physician partners.

Public nonprofit health care foundations (Leapfrog, for example) routinely collect and report quality metrics for hospitals and physicians. Many performance metrics required by Medicare (Medicare’s Hospital Compare website, for example) and accrediting bodies are available online. Combine this information with your employee claims data to understand differences in costs of care across systems and physicians.

6.Perform your own evaluation of hospitals and physicians’ groups, develop relationships with health care professionals, and define your performance specs.

Supplement published data with your own homework. Look for systems with a culture of safety, Lean manufacturing practices, high employee satisfaction and retention, reliable data, and a willingness to share. Just as the Seattle business partners were with Mecklenburg, be clear about your expectations, like same-day access to care. Be willing to adjust your benefits to encourage employees to use these systems. Expect to receive data on the performance specifications to guide future contracting decisions.

7.Negotiate bundled payments for specific medical services commonly used by your workforce.

Common medical services, like pregnancy and labor and delivery, total hip or knee replacements, back pain, and headache can be negotiated as bundled payments with clinicians and hospitals. The Bree Collaborative shares templates for some of these contractual arrangements. Consider fixed payment models with progressive physicians’ groups in the same way that Centers of Excellence do with Virginia Mason Medical Center.

8.Contribute your business insights to help your health care partners.

Your expertise as a business leader may enable you to help your hospital practice safer, more efficient, and technologically sophisticated care. Get involved and consider joining a hospital or medical board or advisory committee.

9.Work with your insurance company to standardize your plan offerings and present them so that your employees can understand them.

For employers and employees to be informed shoppers, they need to compare plans just as they need to compare hospitals and doctors. If every plan has a different set of deductibles, co-payments, and coinsurance arrangements with every hospital and every doctor, it will remain nearly impossible for patients to comparison shop. Work with other employers to drive greater standardization and simplification. Expect price transparency and out-of-pocket price calculators for your employees.

10.Engage your employees every step of the way.

Educate them about what it means to be a self-insured employee and make sure they know you are committed to coproducing their health. Reward employees for staying healthy and for choosing high value health care.





CHAPTER 11

RESTORING READINESS: BATTLE-TESTED CARE


He who would become a surgeon should join an army and follow it.

—Hippocrates

When Americans mention government-run health care, we usually think of Medicare or Medicaid, but both are, for the most part, health benefits programs. That is, they are more like health insurance companies than government-run health care. For that, we need to look at the Military Health System, run by the Department of Defense, and its even-larger sibling, the Veterans Health Administration. Both operate health benefits plans, and they also care for patients. They run their own hospitals and clinics and employ their own physicians, nurses, pharmacists, and other health professionals. They even run their own mail-order pharmacies.

Both systems have valuable lessons to impart: how to lead change, how to negotiate better deals for health care, how to train a workforce of health professionals, and how to measure success. They are driven to improve and to innovate, and they can’t afford to get sidetracked by political infighting or sweetheart deals. For them, health care isn’t just a job, it’s a matter of national security.

Battle-Tested Care

In his retirement, Major General George Anderson served on the Defense Health Board, a federal committee advisory to the secretary of defense in matters of military medicine. As he welcomed me to the board, he explained the mission of military medicine and why care is an entitlement for active-duty personnel and a benefit for dependents. Military leaders and military medicine have enjoyed interdependency since antiquity, he tells me. “Alexander the Great had a surgeon, and he told them where to put their camps.” General Anderson speaks with the wisdom of a soldier and the schooling of a doctor. “Military leaders understand the importance of medicine,” he says. “They know what it is to face death and to see people saved.”

Because his father was a military doctor, Anderson went to kindergarten at Eielson Air Force Base in Fairbanks, Alaska, and high school in Izmir, Turkey. After attending medical school, he joined the US Air Force and pursued a career in preventive medicine. After a long series of air force assignments and promotions, he served as deputy assistant secretary of defense for Health Services Operations and Readiness from 1994 to 1997, which meant he helped to run the same health care system that had vaccinated him as a child.

With an annual budget of about $50 billion a year, the Military Health System has two vital missions: ensure the readiness of US armed forces for military operations and provide health care (including the health benefits programs) for its 9.5 million beneficiaries. About one-third of beneficiaries are active-duty members and their families, and most of the rest are retirees who qualify for medical benefits, having served at least 20 years of service. Military medicine’s Quadruple Aim includes the familiar trio of better health, better care, and lower costs, and adds a critical fourth, improved readiness, which refers to two important dimensions: a military force that is medically ready to deploy AND a medical force ready to support them.

The large, complex Military Health System operates 932 military treatment facilities, including 177 overseas. Most of its 51 hospitals are small; only six of them routinely have more than 100 inpatients. Additionally, the Military Health System runs 424 medical clinics and 248 dental clinics around the world. Active-duty members and their families get care in these facilities for free. Non-active-duty members typically receive “purchased care” from a network of civilian preferred providers. If they are willing to pay more out of pocket, they can also go out of network. Those over 65 years old can get a supplemental plan for Medicare-eligible retirees.

The military’s offerings, referred to as TRICARE, are generous compared to civilian employer-based plans. Premiums for non-active-duty members and families are only about $300 per year for individuals and top out at $720 per year for families. For purchased care, out-of-pocket expenses are set low to encourage in-network care (co-pays of $15–25 for visits, for example, or $180 for a hospitalization). In 2018, total out-of-pocket costs for military families under the age of 65 were much lower—at least $5,800 less—than those for their civilian counterparts.

In terms of quality of care, the Military Health System is overall similar to the civilian sector, although outcomes vary significantly by hospital. The biggest concern about the quality of military medicine stems from surgeons and other specialists not getting enough practice when they are deployed or working in small military hospitals back home. Some studies have shown that surgeons who perform a higher volume of a particular operation have better results, although others have challenged the conclusion that only surgeons who perform a minimum number of cases should be allowed to operate. (Similar concerns also apply to the civilian doctors practicing in smaller or rural critical-access hospitals). Military medical leadership has responded by establishing key competency benchmarks for all surgeons to meet and requiring all surgical military facilities to participate in the national quality improvement program.

Whereas the Military Health System’s purpose is to support military operations, the mission of the Veterans Health Administration (VHA) is to provide health and medical services for veterans. The VHA is the largest integrated health care system in the country—it cares for about nine million of the 18.2 million veterans in the United States. The VHA network includes 172 medical centers and over 1,000 outpatient sites, and it employs about 300,000 people. The medical part of its budget was about $85 billion for 2020.

To qualify for benefits, veterans need to have served in the military for at least 24 months, unless discharged for disability or hardship. Because the Veterans Health Administration doesn’t have enough resources to meet the needs of all veterans, it primarily cares for those with low incomes, the disabled, and those exposed to nuclear or chemical toxins. (If you don’t meet these criteria, then you have to get your health care from another source, like an employer, Medicaid, or Medicare, or you buy insurance on the individual exchange).

Even for the nine million who qualify, resources are insufficient. The Veterans Health Administration made headlines in 2014, when a whistleblower at the Phoenix VA hospital reported that long wait times were keeping veterans from obtaining life-saving care. In Phoenix, besides the 1,400 veterans officially listed as waiting for an appointment, over 3,500 additional veterans were unofficially listed. And though hospital administrators reported that it was taking veterans an average of 24 days to get seen at the clinic, it was really taking 115 days. Because of those lamentable delays in care, at least 40 veterans died. In August 2014, Congress passed the Veterans’ Access, Choice, and Accountability Act of 2014, which included a provision to allow veterans who live over 40 miles from a VA facility to seek medical care from a non-VA facility.

Despite that scandalous failure, champions of the Veterans Health Administration point out that the system delivers care that’s as good, if not better, than most civilians get, and at a much lower cost. It is also, on average, safer. A comparison of 129 VA hospitals and 4,010 non-VA hospitals between 2012 and 2015 found that of the nine patient safety indicators used by the Agency for Healthcare Research and Quality, the VA had equal outcomes for three and better outcomes for six, including lower hospital-acquired blood infection and death rates.

Saving Lives . . . and Dollars

Both the Military Health System and Veterans Health Administration are unique microcosms worthy of study for anyone serious about fixing our health care system. Each is a single-payer system that routinely deals with millions of patients. Each faces careful congressional scrutiny and has extensive reporting requirements. Each has dodged the fee-for-service system (except when forced to outsource care to the civilian sector) and instead has implemented a pay-for-results model. Care provided by both is paid for under a fixed budget, annually funded by Congress. The Military Health System’s budget has been essentially flat at around $50 billion between 2012 and 2020, compared to an increase of over 30% for the rest of the United States.

As a payer that designs its own health benefits, the Military Health System is experimenting with ways to encourage members to favor care that leads to better outcomes and lower costs. For example, in 2018, it reduced or eliminated co-payments for drugs considered especially beneficial, like low-cost, effective blood pressure medications, because it wanted to encourage their use. When the government systems contract with civilian providers, the payment models are increasingly being converted from pay for action to pay for results.

Change from the Top

Some of the most powerful lessons from the Military Health System come from their efforts at change management.

For decades, each of the services—the US Army, Navy, and Air Force—has been accustomed to running its own military treatment facilities. In 2013, Congress established the Defense Health Agency and put it in charge of ten shared services, including pharmacy operations, the TRICARE health plan, and health information technology. Then came the National Defense Authorization Act of 2017—Arizona Senator John McCain’s last. In that act, Congress mandated that operational control and budgets of all hospitals and clinics move from the respective surgeons general to central management by the Defense Health Agency to gain efficiencies from shared operations.

With NDAA 2017 targeted for completion by October 2021, the responsibility for carrying it out fell on the shoulders of trauma surgeon Vice Admiral Raquel Cruz Bono.

“Rocky” to her friends, Vice Admiral Bono is an indefatigable woman with a ready smile and the hint of a Texan twang. Born in the Philippines and raised in the United States, she’s a trauma surgeon who headed Casualty Receiving for Operations Desert Shield and Desert Storm. She comes from a line of military medical officers, and until her brother retired in 2013 holding the rank of rear admiral, Admiral Bono was half of the Navy’s only brother-and-sister admiral pair.

Under Admiral Bono’s leadership, the Defense Health Agency began implementing one of the largest organizational changes in military medicine in decades, shifting the focus from non-active-duty military beneficiaries (who rely more on the civilian sector to provide their care) to the readiness of active-duty members. At the same time, it hopes to keep costs down. As acting principal deputy secretary of defense for Health Affairs Terry Adirim points out, two years after the 2017 NDAA, reform initiatives already contributed to $1.027 billion in savings for 2019.

One Formulary for Success

The Military Health System and Veterans Health Administration have managed their budgets effectively in large part by keeping drug costs down. They negotiate with manufacturers to obtain significantly discounted prices for prescription drugs. They also have another weapon especially designed for them: the Veterans Health Care Act of 1992 mandated that drug companies guarantee them both a discount of at least 24% off the average national sales price.

That’s not their only tool. The Military Health System and the Veterans Health Administration each has its own national formulary committee to decide what drugs to offer to their members. Unlike other parts of the federal government, they can make their decisions based on cost-effectiveness research, measuring the utility of drugs in terms of cost per quality-adjusted life years (QALYs), if they wish. Unlike Medicare, they don’t have to offer a drug to their members if they believe it is not cost-effective. This gives them extra leverage to negotiate deeper discounts with suppliers of comparable drugs. It also helps curb the rising costs of expensive drugs.

The Veterans Health Administration has the lowest per-prescription costs among all federal purchasers, outperforming even the Military Health System, mostly because they’ve successfully persuaded their physicians to prescribe lower-cost generic alternatives. In an ideal world, others could benefit from the Veterans Health Administration’s work. While it makes its national formulary and price list public, posted prices do not include all the discounts, since manufacturer agreements can (and do) require final prices to remain confidential.

The Veterans Health Administration has also shown that more efficient dispensing, especially through their seven automated mail-order pharmacies, can save money. A 2015 study showed that it cost the VA $1.53 to dispense a prescription by mail order, compared to the national average of $10.50 per prescription reported in 2007. Veterans receive 80% of their prescriptions through the mail, which in 2016 amounted to 119.7 million outpatient prescriptions. Approximately one-third or fewer civilians have their prescriptions filled by mail.

While reducing drug costs has been critically important in managing the budgets of both the Veterans Health Administration and Military Health Systems, the main lesson for civilian medicine to learn is how to manage a fixed budget by paying for results.

Boom! Boom! Boom!

Like his colleagues across the Military Health System and Veterans Health Administration, Commander Andrew Lin is paid a fixed salary. As the senior medical officer on the USS Bataan—an amphibious assault ship capable of transporting over 3,000 sailors and Marines—he knows he could be making a lot more money as a civilian cardiologist, but he doesn’t envy those doctors, nurses, and technologists who start performing coronary angiograms at 6 a.m. and are often still in their scrubs through dinnertime. “It’s just boom-boom-boom!” he says, “almost like a factory, just to be able to bill-bill-bill.” In contrast, he says, as a patient in the Military Health System, “once you’re in, you are going to get great, great care,” because there’s no incentive for the doctor or nurse or practitioner to do otherwise. No reason to rush. No reason to overtreat, to overprescribe, or to run up a big bill.

Vice Admiral Bono agrees with Commander Lin’s sanguine assessment. Unlike most of her civilian surgical colleagues, she gets paid the same as anyone at her rank in the military, and that’s nowhere close to her market value as a trauma surgeon. “But,” she says with a grin, “I do get the same pay as a three-star general hunting down ISIS.”

Doc of the Medical Bay

Physicians aren’t the only personnel saving the Military Health System and Veterans Health Administration money.

On a ship the size of the USS Bataan, a senior medical officer like Commander Lin oversees several junior physicians called general medical officers who have one year of training after medical school (rather than the usual three-to-five-to-ten years of residency training plus specialization). Smaller ships with 800–900 onboard may have just one of these junior physicians. And smaller ships with just a few hundred sailors, such as cruisers and destroyers, may be supported by one enlisted sailor without a formal medical degree—an independent duty corpsman often affectionately addressed as “Doc.”

I met one of those hospital corpsmen aboard the USS Cole, a guided missile destroyer moored at Naval Station Norfolk in Virginia. He was the senior (and only) medical person for the entire ship, having undergone 14 weeks of basic training for the job. His office, the medical bay, was about 8 × 8 feet. (Imagine a room-sized first-aid kit, with a small sink.) Cabinets lining the walls were filled with sutures, gauze, bandages, and antiseptic creams. An operating table in the center of the room doubled as a desk for paperwork. A dusty computer off to one side was for telemedicine and electronic medical records (reception was spotty on the high seas). The treadmills and ellipticals outside his door got more use than his medical facility. We asked him about his medical case load: headaches and back pain, achy muscles and joints, depression and other mental health issues, and an unfortunate ship-wide bout of food poisoning. It was manageable, he said.

Commander Lin explains that this staffing model is effective because the population is very healthy. There’s a tight screening process for letting sailors onto a ship, matching their health to available medical expertise. Soldiers who have HIV or complex medical conditions can only serve on ships that have a board-certified physician. They wouldn’t be allowed on the smaller ships with independent duty corpsmen or junior physicians. Lin says, “It’s a very tailored system that allows us to take care of our patients safely.” And cheaply.

This idea of matching training with the needs of those you serve is a capability the military has refined at all levels.

America’s Medical School

Tall, lanky and irrepressibly cheerful, Art Kellerman always introduces himself as the dean of “America’s Medical School.” That’s how the emergency medicine physician describes the Uniformed Services University—the military’s health sciences university that trains doctors and dentists, nurses and nutritionists.

Run by the Department of Defense, USU is not only free, but students also receive the full salary and benefits of a uniformed officer. After completing their internship and residency, graduates have a seven-year active service duty commitment and a six-year inactive ready reserve commitment. Alternatively, for those outside USU, the Health Professions Scholarship Program enables students at other medical schools to graduate debt-free with a service commitment of at least one year for each year of scholarship participation. While the average civilian physician accumulates about $200,000 in debt from medical school, graduates of the military training program, like Admiral Bono, General Anderson, and Commander Lin, come out debt-free. Except, of course, for the service commitments.

In addition to the usual courses in physiology and pharmacology, Kellerman’s students train for battlefield care at the 30,000 square-foot Val G. Hemming Simulation Center, where large-scale simulators recreate battlefield and natural disaster scenarios in an immersive virtual reality experience. Realistic images of gray skies filled with helicopters are projected on screens that surround a 1,000-square-foot mass casualty simulator environment—it’s enclosed by one-way see-through panels for instructors to observe from outside. Scattered all over the terrain are bloody mannequins, with torn-off limbs and worse. Soundscapes of flying bullets, screams, and explosions make it hard to hear. Smoke and debris generators cloud the air. Virtual-reality technology isn’t just for video gaming—it’s readying the military.

In his article for Stanford Medicine Magazine, “Is War Good for Medicine?,” Christopher Connell writes, “The crucible of conflict whets appetites for more and better medicine.” Nowhere has there been more effort to build a learning health system than at the frontlines of the battlefield.

The Tourniquet Twist

Between the American Civil War and the early 1990s, battlefield survival statistics barely changed: about 90% of fatalities happened before the injured could get to a medical facility, and in recent years, about one in four of those deaths were preventable. The most common killer: soldiers bleeding to death from injuries to the arms and legs.

The history of tourniquets had been rocky, mostly because of anecdotal stories of tourniquets causing gangrene and limb loss after being left on too long out of a fear of uncontrolled bleeding. When one study found that 3,400 service members died unnecessarily in Vietnam because of bleeding from wounds to their extremities, military leaders began to reconsider their position on tourniquets. By 2003, special operations medics and researchers from the US Army Institute of Surgical Research had invented a tourniquet that was remarkably simple and effective: a tough nylon band an inch or so wide, a plastic or metal rod with which to twist it tight, and a Velcro loop to keep things secure. Families of medics back at Fort Bragg were enlisted to sew hundreds of these new combat application tourniquets (CATs). Then they just needed to be tested and proven in the field. That’s where the Joint Trauma System, the military’s learning health system, played a critical role.

Traumatic Improvements

Established in 2004 by the United States and its coalition partner nations, the Joint Trauma System develops standards for battlefield, evacuation, and hospital-based trauma care. It uses electronic health records to collect all the information about each traumatic event: the characteristics of the soldier, injuries, physiologic parameters, care administered, and outcomes. In 2005, US Central Command issued a directive that every soldier deployed to Iraq and Afghanistan should carry a tourniquet and added training on its use to the Basic Combat Training program. Deaths from extremity bleeding as a percentage of overall combat fatalities dropped from 7.8% in the period from 2003 through 2006 to 2.6% by 2010.

The Joint Trauma System has taught military leaders many other lessons, such as how to keep soldiers warm after injury (hypothermia on arrival to a clinic decreased from 7% to 1%) and how to save the lives of those who require massive transfusions (death rates declined from 32% to 20%). They’ve established about 45 trauma care practice guidelines. In the Vietnam War, 23% of wounded service members could not be saved. By 2015, that figure had been cut to less than half (9.3%) for soldiers in Afghanistan and Iraq.

The military’s learning efforts are working, and those learnings are spilling into the civilian sector.

Leading Leaders

The military knows a lot about building leadership into the job, and Vindell Washington is grateful. Having studied under a military scholarship, Washington knew he’d be a soldier someday. He enlisted in the army right after finishing his emergency medicine residency, and straightaway, he wasn’t just working in a busy emergency department: he was in charge of it. Within two years, he also was responsible for a busy urgent care facility and an ambulance service. (When asked whether he knew how to run an ambulance service, he replied, “Well, I’ve ridden in one!”). He had excellent training opportunities along the way, sometimes formal—a Deming-type total quality management training program (closely related to Lean manufacturing)—and sometimes informal—one colleague had 20 years of supply-chain management experience, and another was a pro at professional contracting.

This leadership training served him well. After completing his army service, Major Washington joined a large private practice with 75 emergency medicine physicians and quickly became head of operations and then CEO. After five years in that role, a large hospital system in Louisiana invited him to be its chief medical information officer. After complaining to his Senator about the new HITECH law’s Meaningful Use definitions, Washington was appointed by US Secretary of Health and Human Services Sylvia Burwell in 2016 to be the national coordinator for health information technology to fix them.

The military develops leadership as a core competency, including among its physicians. Nancy Dickey, a family medicine doctor from Texas, who served in several national leadership roles, including chairing the Defense Health Board, says the leadership training distinguishes military medicine. “They teach leadership all the way down the ranks, because you can’t effectively respond to and appreciate leadership if you don’t understand leadership, whether you’re a private, a corporal, a sergeant, or a general,” she observes. The military expects everyone to be a leader.

The Action Plan: Learning from Our Military and Veterans Health Administration Systems

Civilian leaders should take these seven lessons from the Military Health System and Veterans Health Administration:



1.Reevaluate the role of government health: Make the Department of Health and Human Services more like a Health and Readiness Department than a health insurance company. Set expectations for improving the health of the country as national goals.

2.Invest in training: Scholarship or loan-forgiveness models that expect payback through service in underserved communities and underrepresented health professions can help break the cycle of high tuition driving expectations of high remuneration.

3.Allow major payers, like Medicare, to negotiate on drug pricing, use a single formulary, and exclude drugs that do not meet thresholds for cost-effectiveness.

4.Broaden the roles of health professionals to meet the population’s needs (for example, formalize the medical assistant role).

5.Consider fixed budgets for hospitals and pay health professionals based not on the volume of services performed but on better outcomes.

6.Expect physicians and other health professionals to maintain their skills through active learning. Use simulation centers for practical training in realistic settings.

7.Create a learning health system. Invest in data and registries and the means to learn from them to test new treatments.





CHAPTER 12

THE LONG FIX


We should be targeting the readiness of all of our citizens . . . to do what they’re supposed to do in support of our society.

—Vice Admiral Raquel Bono

When I met with Mike Leavitt in his Salt Lake City home to talk about fixing health care, he had been engrossed in Walter Isaacson’s book The Innovators, a history of computers, starting with the computing machine that Charles Babbage and Ada Lovelace imagined in the 1830s. According to Isaacson, the move from analog to digital circuitry enabled the first commercially-available computers to emerge by the 1950s. Then, thanks to two key innovations—microchips and packet-switched networks—and the work of key creative visionaries and their teams, these devices evolved into the ubiquitous personal computers and internet nodes of the 1990s. In parallel, Isaacson points out that the field of artificial intelligence was launched in 1956, and four decades later, IBM’s Deep Blue chess-playing machine beat Garry Kasparov. Leavitt concluded that the 40-year epochs of computing innovations just might have lessons for how we think about the arc of history in health care.

The current development cycle of health care began in the 1990s. The rise of health maintenance organizations and managed care coincided with Leavitt’s election to the first of three terms as governor of Utah in 1993. In 2005, President George W. Bush appointed Leavitt as secretary of the US Department of Health and Human Services, where among many other initiatives, he oversaw the implementation of Medicare Part D (the pharmaceutical benefit). Now back in Utah, he leads Leavitt Partners, a national health care consulting firm whose focus is on changing the payment model to encourage high-quality, low-cost care. By his count, the United States is just over halfway through a 40-year health care spurt.

The defining challenge of this transformative cycle, he says, is the need to align two powerful human drives seemingly at odds: the desire to be compassionate and the desire to be financially successful. A compassionate society wants to alleviate suffering. To many, that means making health care available to all. In 2018, the United States was about 27.5 million people short of that goal—8.5% of Americans had no health insurance. That’s significantly less than the 49.9 million (16.3%) in 2010, the year the Affordable Care Act was passed. At the same time, even those with some kind of coverage are increasingly underinsured—in 2018 as many as 45% of adults could not afford their out-of-pocket costs even if they had health insurance.

Providing coverage for the 27.5 million who are uninsured and offering fuller coverage for those who are underinsured seem like quixotic goals when health care is already consuming 18% of the US economy. We might as well declare defeat. And yet, there’s that tantalizingly enormous waste in the US health system, estimated to make up at least one-third of all spending. If recovered, those savings could fund the compassionate way forward.

A glance beyond our borders may justify a sense of optimism. Other high-income nations, like Germany, the UK, France, Canada, Australia, Switzerland, and Japan, have managed to contain health care spending to less than 10%–12% of their economies, which is the equivalent of the US rate minus the waste (one-third off of 18%), and they are keeping their people healthier. They show us that it can be done. Better health can cost less.

If the goal is achievable, how do we get there? I’ve distilled the lessons of this book into three guiding principles for the Long Fix:

Principle #1: Health Care Is a Problem with Bipartisan Solutions

Much of the political rhetoric about health care gets tangled in two contentious points. First, should everyone in the United States be entitled to health care? Some interpret this as asking a different question: Should everyone in the United States be entitled to free health care?

Second, what is the government’s role versus the private sector’s role? In other words, what’s the right balance between government regulation and market competition? Finding common ground on these issues could accelerate progress.

IS HEALTH CARE A UNIVERSAL RIGHT?

This question has long divided Americans. We just can’t seem to agree. Surveys in 2018 by Gallup and by the Pew Research Center found that about six in ten Americans believed it is the responsibility of the federal government to make sure all Americans have health care. That’s a swing of the pendulum from 2014, when about four to five in ten thought so. The Affordable Care Act of 2010 tried to mandate that all Americans have health insurance—creating the individual insurance exchanges and expanding Medicaid as a means of providing more coverage to the uninsured—but this goal of universal coverage was thwarted in 2012 when the Supreme Court ruled that the federal government could not penalize states that chose not to expand Medicaid. As of early 2020, 37 states and the District of Columbia had expanded Medicaid, and 14 states had not. Among all high-income nations the United States remains the only country where coverage is not universal and not compulsory.

As Atul Gawande has pointed out in his New Yorker story, “Is Health Care a Right?,” there is probably more common ground than the political rhetoric suggests. The debate is less about whether people should have access to care than about whether they should have access to free care. State-level opponents of Medicaid expansion often cite fears of rising costs. Even though the federal government (not states) has paid for 90%–100% of the states’ expansion costs, they are worried that the burden will fall on them eventually. And they are also nervous about “freeloaders.” Over a dozen states want to link expanding Medicaid to new requirements for beneficiaries to seek employment or engage in community work. In his hometown of Athens, Ohio, Gawande interviewed a local librarian who was proud of maintaining her job even though she knew quitting it would entitle her to free health care through Medicaid. He wrote, “The notion of health care as a right struck her as another way of undermining work and responsibility.” She told him, “‘I’m old school, and I’m not really good at accepting anything I don’t work for.’”

Whether an entitlement or not, health insurance coverage improves health, even if it costs more. In 2000, New York, Maine, and Arizona expanded their Medicaid programs (predating the Affordable Care Act by a decade). A study published 12 years later found that the three expansion states had significantly lower death rates (19.6 fewer deaths per 100,000 adults per year) than their neighboring states, and people reported their own health to be significantly better. Since the Affordable Care Act, several hundred published research studies have shown that Medicaid expansion has consistently improved access to basic health care, and that people have gotten healthier because of that access—their blood pressure and diabetes are better, mental health has improved, and more have been screened for diseases like cervical and prostate cancer.

Universal coverage would improve the health of Americans. At the same time, expecting Americans to take responsibility—both financially (in some way reflecting their means) and in terms of healthful behaviors—is likely necessary for broad acceptance.

WHAT’S THE RIGHT PUBLIC-PRIVATE BALANCE OF RESPONSIBILITY?

The other fundamental question encumbering health care’s future is just how much of a role the government should play. Should the government manage all benefits and heavily regulate the delivery system? Should the “free market” and competition drive better care? Or somewhere in between?

Again, we can’t agree. But we can learn from the three different models operating in the United States:

First, there’s the Veterans Health Administration and the Military Health System, both federal entities that manage the health benefits for their beneficiaries and deliver care (Chapter 11). Second, Medicare and Medicaid are health entitlement programs run by federal and state governments that use mostly private-sector care (Chapters 2 and 3). Third, we have employer-sponsored private insurance with mostly private-sector health care (Chapters 3 and 10). Our three models share similarities with the health systems of other high-income nations who are grappling with challenges similar to our own: the rise of chronic diseases, increasing treatment costs, an aging population, and workforce shortages.



Like the Military Health System and Veterans Health Administration: In the British model (also the Swedish and Danish systems, among others), the government not only covers the health benefits of all its residents, but it also provides care through the hospitals and clinics of the National Health Service (NHS). Some NHS physicians also generate extra income by practicing in private clinics and hospitals just steps away from their NHS hospitals, where privately insured clientele can avoid waiting for care and also receive better amenities. (The NHS suffers from long wait times just as some Veterans Health Administration facilities do—the NHS has a rule that the maximum wait time for nonurgent clinic visits is 18 weeks.) Like the Veterans Health Administration and Military Health System, the UK also expects the pharmaceutical industry to prove a drug is more cost-effective than others on the market before agreeing to pay for it. Individuals have few out-of-pocket costs in the UK (NHS is paid for out of a national tax system), and hospitals receive a fixed budget each year to care for their patients.



Like Medicare and Medicaid: In some countries, the government manages health benefits, while health care is delivered by a mix of public and private hospitals and clinics. For example, in Canada (and Australia), the federal and provincial governments finance health care. While basic coverage is mandatory, supplemental private insurance (mostly for-profit) is also offered by employers to help cover prescription drugs, vision and dental care, rehabilitation services, and private rooms in hospitals. Unlike the US system, the government budgets and pays hospitals a fixed total amount each year (similar to the Veterans Health Administration and Military Health System). Doctors are paid fee-for-service, but they are not allowed to charge more than what is listed on a set fee schedule.



Like the private-sector employer-sponsored insurance model: Other countries have universal health care that is managed and provided almost completely by the private sector and regulated by the government. Take Switzerland, a system with one of the best outcomes in the world, which costs about one-third less than the United States. All Swiss must buy health insurance from private insurance companies that compete for their business. Policies are standardized across the country, and nearly two-thirds of the country opt for the basic level of benefits. Premiums are set for each region by a federal office, and the system expects everyone who can afford it to pay. Unlike in the United States, insurance companies cannot make a profit from basic policies, but they can make money on supplemental policies that offer extra benefits like more doctors to choose from or a higher level of hospital accommodation. In Switzerland, payments from insurers to the health care system are not negotiated. They are standardized. Outpatient care is mostly paid using a national fee schedule, and hospitals are all paid using the same national disease-related group payment system (like the Medicare disease-related group payment system described in Chapter 3).

Although these nations all have universal health coverage, health care is not free in many of them. For example, the Swiss, French, Germans, and Dutch have co-pays or coinsurance (or both) built into their models and subsidies for those who cannot afford them. The Singaporeans do it a little differently: they have mandatory health savings accounts (approximately 10% of annual income is withheld). These funds can be used to cover co-pays and other costs of care as well as to pay for private insurance.

In summary, the health systems of high-income peer nations have a lot in common: (1) health benefits are universal or insurance is mandatory—and most essential care is either free or with standard, affordable out-of-pocket expenses; (2) people have a choice of primary care physicians and outpatient specialists; (3) regardless of whether medical services are delivered by public or private hospitals, the government sets the prices for what it (or private insurers) will pay for basic services, including physician payments; (4) simpler payment models mean lower administrative costs, drug prices, and out-of-pocket spending than in the United States; and (5) health outcomes are better than in the United States.

Mirror, Mirror

What do we conclude from this analysis? There’s no one right answer, but there are a few guideposts:



1.Should health insurance be mandatory for all? If the goal is a healthier nation, then universal coverage makes sense, although it will be more expensive in the short term, and, in a pay-for-action world, unaffordable. However, in a pay-for-results world, universal coverage can be the right decision both in financial and health terms.

2.Will there still be special groups who receive government-run health benefits and get care in government-run medical facilities? Most likely yes. Americans do not want to give up Medicare or Medicaid. (In a 2018 Pew Center survey, the vast majority of adults polled believed that it is the federal government’s responsibility to make sure all have health insurance; only 4% of Americans said the government should not be involved in health insurance at all.) Veterans favor keeping the Veterans Health Administration system. The military is proud of their health system. Other programs like the Indian Health Service are unlikely to go away. If anything, they need more funding.

3.Outside of these special populations, how should health insurance be administered? Whether employer-run or government-run, one approach may be to take a lesson from the Swiss: create a distinction between a basic health plan and supplemental insurance. The basic health plan could be universal, like in Switzerland. Everyone would get the same benefits and have the same out-of-pocket costs (with subsidies for the poor and disabled). This could be a basic version of “Medicaid-for-all” except that it doesn’t have to be run by Medicaid; it could be offered by employers, too. Either way, the simpler the system—with set benefits and fixed fees—the lower the administrative costs.

Private, for-profit insurance businesses could compete in the supplemental insurance business. A functioning “market” for health insurance plans would need consumers (individuals or employers) to be able to comparison shop—based on services, out-of-pocket payments, the network of available doctors and hospitals, and so on, provided there was enough competition in the market for everyone to have choice.

4.Finally, how should health care itself be paid for and delivered? Under a Swiss-like universal basic health plan, most if not all doctors and hospitals would accept this insurance and get paid according to a fixed fee schedule. For care covered by supplemental insurance and for other elective care, a market-based approach would work best if: (a) people have access to information about products and services and their costs (remember Utah’s price transparency exercise in Chapter 3); (b) the market has enough different hospitals, medical groups, and insurers to choose from (mergers and consolidation can put a damper on the market, Chapter 3); (c) the insured are discouraged from overutilizing care; (d) pharmaceutical companies and other suppliers also compete on value—improving health at the lowest costs (Chapter 8); and (e) people are incentivized for healthy behaviors, but if they do get sick, they receive appropriate care (and aren’t refused treatment).

The most important factor in how health care is paid for is not whether employers pay directly, or whether the government pays (funded by taxes on employers): it’s what they’re paying for. And that brings us to the second principle.

Principle #2: Pay for Results, Not Action

Pivoting a $3.6 trillion business to a pay-for-results model requires Herculean effort. The good news is that the journey has already begun. Clif Gaus founded and leads the National Association of Accountable Care Organizations, which represents groups of physicians and hospitals committed to new value-based care. He believes we are well on our way. It may take another ten years, but, when I mention to him the title of this book, he sighs, “If I say one thing about ACOs, it’s a long fix.”

There are five key steps in this shift to paying for value: (a) set clear national goals and a timeline; (b) create the right incentives for hospitals, doctors, and insurers to change; (c) reintegrate mental and physical health; (d) change the practice of medicine to reward patients and clinicians for successfully coproducing health; and (e) standardize and simplify billing and payment.

First, No More Stalling

In early 2015, US Secretary of Health and Human Services Sylvia Burwell boldly announced that the days of fee-for-service health care were numbered. By 2016, 85% of Medicare fee-for-service payments would become payments that would be adjusted up or down depending on the quality of care. And, by 2018, half of all payments made by Medicare would be in “alternative payment models,” a term referring to arrangements like ChenMed’s Medicare Advantage model (Chapter 2) or bundled payments (Chapters 2 and 3). To the industry, Burwell’s declaration felt like the moment in the ALS Association’s Ice Bucket Challenge just after the bucket tipped: that mixture of fear, shock, and—few of us admitted—also relief. Burwell’s ultimatum gave leaders a new urgency in preparing our hospitals and clinics for this new future. Her announcement also inspired private insurers who were eager to rein in spending. Shortly after Burwell’s declaration, Aetna’s chief executive announced his company would move the percentage of payments in new types of value-based models from 30% in 2015 to 75% by 2020.

Secretary of Health and Human Services Alex Azar and his Centers for Medicare and Medicaid Services Administrator Seema Verma have continued the march toward paying for results. Medicare Advantage is projected to enroll 50% of all seniors by 2025, maybe more. In 2019, Verma announced a five-year Primary Care First initiative to encourage more doctors’ groups to directly contract with the government in Medicare Advantage plans. They also hinted that bundled payments might move from voluntary to mandatory. What’s needed is a definitive deadline for Medicare to flip the switch to paying for better health at lower costs 100% of the time.

A deadline is critical because hospitals and medical groups can’t run their businesses in a split model—where some payers reward for action and others reward for results, especially when the fee-for-service, pay-for-action contracts are irresistibly more lucrative and the status quo is easier to maintain. Hospitals are incentivized to milk as much profit out of the fee-for-service model while they can. They’re not focused on the hard work of improving safety, reducing waste, and making the system more Lean. Why bother with all that when you can still charge $25,000 for an MRI?

Paying for results isn’t something that can be left to the next administration, the next CEO, the next 40-year cycle. It needs to happen now.

Second, Incentivize Effective Change

To succeed in a pay-for-results system, every hospital and physician practice must be able to do at least the three things: track patient outcomes, measure costs of care, and change the behaviors of clinicians and patients to focus on results, not action. Electronic health records systems should help them and so should health insurers. For example, using information from their pharmacy claims reports, a health plan can alert physicians if a patient fails to fill a prescription and therefore probably isn’t taking medications as prescribed.

For systems that aren’t delivering the results they expect, training and educational programs offered by organizations like Boston’s Institute for Healthcare Improvement can teach quality improvement and Lean manufacturing methodology. The move to pay-for-results care should create demand for programs that bring payers and providers of care together to invent better ways of driving value.

Third, Reunite Mind and Body

Pediatrician and Dartmouth professor Paul Batalden once observed, “Every system is perfectly designed to get the results it gets.” A pay-for-results system will restore the connections between primary care and behavioral health. For example, Medicare Advantage practices like Iora Health are teaching primary care clinicians how to manage some of the most common behavioral health conditions, like depression and anxiety, and partnering them with behavioral health specialists and licensed social workers in clinic (like Peter Weir at ARUP managing teens with depression in Chapter 10). It pays off. Patients in better mental health also manage their blood pressure, diabetes, and depression better. A University of Washington study showed that integrating primary and mental health care for depressed, older adults returns more than $6 for every dollar spent.

Fourth, Coproduce Health and Share in the Rewards

When Medicare implements “shared savings” plans, they split the savings from lower costs of care with doctors or hospitals. Patients are left out of the picture. Employer-sponsored health plans have tried to use financial inducements with their employees to incentivize and reward better health but without much success.

Champions of coproduction like Susan Edgman-Levitan and Justin Masterson (Chapter 7) might suggest that these programs are missing the boat by failing to engage employees adequately in their design. If employees could choose, would they want their employers to invest in a weight-loss or smoking cessation program for them? If you asked them for input, their answers might surprise you.

University of Pittsburgh Medical Center’s Health Plan and the nonprofit Robert Wood Johnson Foundation worked with a group of stakeholders to build a program to improve outcomes and reduce the costs of care for children with complex medical problems in Allegheny County, Pennsylvania. As part of the program, the families of 262 children living in one of Pennsylvania Medicaid program’s costliest counties each got a $500 prepaid debit card to spend however they chose. “It took nothing short of an act of Congress to do that, because you had to be careful you didn’t make them ineligible for Medicaid,” said Pamela Peele, chief analytics officer at the health plan. I asked her if they knew what the families did with the money.

“Well . . . one family spent their money on a big pizza party,” she says. She shrugs and then continues, “One family spent their money on a seamstress.” Their daughter was small for her age and going into middle school. Having clothes that fit were important. A two-household family needed a car seat because “Dad couldn’t pick up the kid after school because the car seat’s in mom’s car,” and Medicaid only covers one car seat. One family bought a washer and dryer—“If you have an incontinent child, you need a washer and dryer,” she noted. Many of the families’ choices surprised them, but in the end, the cards were worth it; the program saved $1.8 million.

High-deductible health plans could benefit from redesign, too. Up to the point of the deductible, people are incentivized to avoid using any care—even when it’s sensible and necessary. If they do end up reaching the deductible, they are then incentivized to use as much care as possible because it’s “free.” Korb Matosich, cofounder and president of Asserta Health, pointed out that there could be more effective ways of motivating people to make good choices about their care. Employers could share some of the money they save when employees choose lower-cost, but comparable quality, options. For example, if a knee replacement costs $40,000 at one facility, and the employer has negotiated the rate to $20,000 at a comparable quality facility, then, Matosich said, the employee might be entitled to some portion of the savings for choosing the lower-cost center. For this to work, people have to appreciate that higher costs don’t mean better quality, and lower costs don’t mean lower quality!

Fifth, Standardize and Simplify: The Holy Grail of Paying for Value

The top reason that the majority of US physicians favor a single-payer system may have less to do with ideology and more to do with the chance to escape burdensome and time-consuming billing, coding, and documentation (Chapter 3). New value-based payments have the potential to simplify bureaucracy but have yet to realize that potential.

With Medicare Advantage-type contracts and bundled payments, doctors shouldn’t have to code and bill for every lab test or X-ray. They just need to get the diagnosis right. If their patients’ outcomes are as good as expected, they get paid. Physicians could decide on their own whether they really needed to order that extra MRI. After all, it is coming out of their budget.

Medicare’s bundled payment program forces hospitals to define standard services—curing a urinary tract infection, repairing a cardiac valve, or fixing a broken hip—and the prices to go with them. Imagine being able to compare three hospitals and knowing the prices up front. With available reviews of quality measures, convenience, and patient satisfaction, you could choose the best facility for you or your loved ones.

Ideally, that flexibility of choice wouldn’t be thwarted by the electronic health records. New application program interfaces could allow patients to download their data and bring their records wherever they go. Once empowered to be more effective customers, patients might finally be able to push for better care at lower prices.

Principle #3: Make Health a Strategic Imperative for the Nation

In the military, the Defense Health Agency’s goal is “to provide a medically ready force and a ready medical force” to all personnel.

A Medically Ready America

Think about what it would mean if all US medical personnel had a similar mandate: to provide a medically ready America. Imagine if instead of being tasked with lowering the costs of care, our government had a Department of Health and Readiness that focused on health, wellness, and prevention. Its goals would be long term: make people healthier through cost-effective investments.

This wouldn’t be easy. Let’s face it, we have a lot to work on to have a “ready” population. We could improve smoking cessation (one-fifth of American adults smoke or use electronic cigarettes). We need to tackle diet and weight management—almost 40% of adults are obese, two out of three are overweight, and one-fifth of all children are obese. Three out of four don’t do enough aerobic and muscle-strengthening exercise. Nearly one in five Americans live with a mental illness. About one-half have hypertension, and one in three adults don’t get enough sleep. The Department of Health and Readiness would want to partner with other departments such as Agriculture, Housing and Urban Development, Transportation, Veterans Administration, Department of Defense, and others because readiness is not just a health problem.

The Department of Defense would share in this readiness mission. The unreadiness of the American population destabilizes our military readiness. In 2014, the Pentagon estimated that 71% of 17–24-year-olds in the United States would not qualify for military service because of issues partly related to health and education. About 27% of the potential candidates for military service do not qualify because of excessive weight, and those ranks are swelling.

Vice Admiral Raquel Bono put it best: “We should be targeting the readiness of all of our citizens.” Whether it’s policemen, firefighters, or teachers, the nation needs to make sure that “all of our citizens are ready to do what they’re supposed to do in support of our society.”

To do so, we also need a ready medical force.

A Ready Medical Force

New systems need leaders with new skills. Clay Johnston and Mark Schuster, deans of two of the newest medical schools in the country, are dedicated to producing some of them. Johnston, a neurologist and researcher, became the founding dean of Dell Medical School in Austin in 2014. He embraces eminent physician William Osler’s comment that “The good physician treats the disease; the great physician treats the patient with the disease.”

At Dell Medical School, medical students learn about value-based care from the beginning. An online curriculum offers interactive case studies on topics like how to measure costs of care and how to order cost-effective medications. Faculty like Stacey Chang, the former health lead of the Palo Alto–based design firm IDEO teach them to apply design thinking. For example, one class created an educational program to teach parents of pediatric patients how to deliver medications to their children the right way.

Schuster, dean of the new Kaiser Permanente Medical School, seeks to teach students about the scope and delivery of care in medical and community settings. As much as they understand the physiology of high cholesterol, they should think about the barriers that patients face—and the supports that exist—in getting access to fresh fruits and vegetables.

Pay-for-value health care creates more demand for different kinds of clinicians. The United States is facing a significant nursing shortage, which is exacerbated by the shortage of doctorally prepared nurses who teach in nursing colleges. In 2018, nursing schools turned away more than 75,000 qualified applicants because of insufficient faculty and clinical preceptors. To encourage more doctors to become primary care clinicians and serve both in urban and in rural and underserved communities, the National Health Service Corps Loan Repayment Program forgives loans of $30,000 to $75,000 in exchange for two to three years of service in the areas of primary care, mental health, dental health, and substance use disorders in designated shortage areas. These programs need expanding. In a pay-for-results world, we also need more health professionals like physician assistants, medical assistants, social workers, community health workers, and others who can support team-based care, prevention, and home- and community-based care.

One part of the workforce that is bearing a disproportionate burden of care, without compensation, are family caregivers—the daughters, partners, sons-in-law, and parents who help family members get dressed, bathe, make medical appointments, drive them to those appointments, fill prescriptions, and more. Estimated to exceed 40 million in the United States in 2018, caregivers provide over $500 billion in uncompensated care. We need better aging-at-home strategies and more support for the caregivers who bear much of the responsibility.

The Most Powerful Drug: Coproducing Your Health

Every one of us has a role in the Long Fix—we are all soldiers in the war against disease. Sometimes we’re the supporter, the caregiver, the cheerleader. We may take on the role of the community member—like the grandma who picks up donated books and hands them out to kids in her beauty salon, or the volunteer shuttle driver for seniors who need to pick up their medications. We may be the parent, the brother, the daughter-in-law, the next-door neighbor. Or we just may be the patient.

We are responsible for our share of coproducing our own health. We may need better leaders, but we also need to be better leaders. It’s our money. It’s our health. It’s our future. It’s our problem to fix. As Carolyn Clancy says, there’s no drug as powerful as people engaged in their own health.
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NOTES


Chapter 1: A Revolution of Common Sense

1Hal Belknap: Harold (Hal) Belknap Jr. (1934–2008) was born and raised in Norman, Oklahoma. Having earned his MD at Tulane University, he joined the army and trained during his 3-year residency at US Army Medical Service at Fitzsimons General Hospital in Denver, Colorado, and served as chief resident. In 1967, he returned to Norman to become the town’s first internal medicine specialist. His practice grew to become one of the largest physician practices in the area, Norman Clinic. Throughout his life he was passionate about the Boy Scouts Association and founded Troop 777 as well as the Medical Explorer Post 901 group for both girls and boys interested in medicine. Carol Cole-Frowe, “Longtime Norman Physician Hal Belknap Dies,” Norman Transcript, April 21, 2008, https://www.normantranscript.com/news/local_news/longtime-norman-physician-hal-belknap-dies/article_7253e1ca-09d2-5f87-8f3d-59fc9e2ec3c4.html.

2magnetic resonance imaging: MRI and CT were cited as among the most significant medical inventions of the 20th century. The invention of MRI earned Paul Lauterbur and Sir Peter Mansfield the Nobel Prize in Physiology or Medicine in 2003. Victor R. Fuchs and Harold C. Sox, “Physicians’ Views of the Relative Importance of Thirty Medical Innovations,” Health Affairs 20, no. 5 (Fall 2001), https://doi.org/10.1377/hlthaff.20.5.30.

3A series of widely cited reports: For example, the landmark reports from the Institute of Medicine (now National Academy of Medicine): Committee on Quality of Health Care in America, To Err is Human: Building a Safer Health System (Washington, DC: Institute of Medicine, 1999), accessed October 27, 2019, http://www.nationalacademies.org/hmd/Reports/1999/To-Err-is-Human-Building-A-Safer-Health-System.aspx; Committee on Quality of Health Care in America, Crossing the Quality Chasm: A New Health System for the 21st Century (Washington, DC: Institute of Medicine, 2001), accessed October 27, 2019, http://www.nationalacademies.org/hmd/Reports/2001/Crossing-the-Quality-Chasm-A-New-Health-System-for-the-21st-Century.aspx; Committee on the Learning Health Care System in America, Best Care at Lower Cost: The Path to Continuously Learning Health Care in America (Washington, DC: National Academies Press, 2013), https://doi.org/10.17226/13444.
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