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I. How We Got Here...30 Years Ago 
The Modern Era of U.S. Health Care Begins (1983)  
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From the Aftermath of Clinton’s Failure at Health Care Reform to the Balanced Budget Act of 1997 

34 

 
Figure 3 

 

Hospitals' Inpatient (PPS) Medicare Margin and O verall Margin, 1984-97

the PPS as a
"deficit reduction" 

device

"phase-in" years 
of the PPS

managed care 
forces hospitals to 

restrain/lower 
costs

-5

0

5

10

15

20

1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997

Year

Pe
rc

en
t

PPS Margin

Overall Margin
 

  Source: Adapted and modified from MedPAC and American Hospital Association’s Annual Survey of Hospitals, 2000. 
 
 
 
 
  

 
 
 



!"

Source: American Hospital Association’s Annual Survey of Hospitals (n=6,800 hospitals), 2005.  
Pearson’s correlation coefficients: 

      1984-1997: Medicare and Private ratios: r = -.86  1980-2003: Medicare and Private ratios: r = -.73 
                1984-1997: Medicaid and Private ratios: r = -.39  1980-2003: Medicaid and Private ratios: r = -.56 
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CONSUMERS: WHERE HAVE WORKERS’ RAISES GONE? 

Cumulative Increases in Health Insurance Premiums, Workers’ 
Contributions to Premiums, Inflation, and Workers’ Earnings, 

1999-2012 

 
Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2012.  Bureau of Labor Statistics, 
Consumer Price Index, U.S. City Average of Annual Inflation (April to April), 1999-2012; Bureau of Labor Statistics, 
Seasonally Adjusted Data from the Current Employment Statistics Survey, 1999-2012 (April to April).  

 



II. Where We Are Going 
 (Trying) to Move Away from Volume- to  
Value-Based Health Care Reimbursement 



President Obama’s 
Insularity: 

 

“I was not informed 
directly that the 

website would not be 
working the way it 

was supposed to. Had 
I been informed, I 

wouldn’t be going out 
saying, boy, this is 

going to be great. I’m 
accused of a lot of 
things, but I don’t 
think I’m stupid 

enough to go around 
saying, this is going to 

be like shopping on 
Amazon or 

Travelocity a week 
before the website 

opens if I thought that 
it wasn’t going to 

work.” 
 

Pres. Obama 11/14/13 

President Obama’s 
Disconnect: 

 

May 11, 2010 
 

To: Larry Summers 
 

From: David Cutler 
 

Subject: Urgent Need 
for Changes in  
Health Reform 
Implementation 

 
“I am writing to relay 
my concern about the 

way the Administration 
is implementing the 
new health reform 
legislation. I am 

concerned that the 
personnel and 

processes you have in 
place are not up to the 
task, and that health 

reform will be 
unsuccessful as a 

result.” 



Stuart Butler – June 1, 1989: “Many states now require 
passengers in automobiles to wear seatbelts for their own 
protection. Many others require anybody driving a car to 

have liability insurance. But neither the federal government 
nor any state requires all households to protect themselves 
from the potentially catastrophic costs of a serious accident 
or illness. Under the Heritage Plan, there would be such 
a requirement... The requirement to obtain basic insurance 

would have to be enforced. The easiest way to monitor 
compliance might be for households to furnish proof of 
insurance when they file their tax returns... If the family  
did not enroll in another plan before the first insurance 

coverage lapsed and did not provide evidence of financial 
problems, a fine would be imposed... Also, a new index of 
eligibility would be developed to link [expanded] Medicaid 
coverage to poverty instead of welfare. This is an important 
distinction, because many poor families struggling to keep 
off welfare currently risk enormous and uncovered medical 
bills because they are not eligible, or do not seek, to go on 

to the welfare rolls.” 

See a sample reprint in PDF format. Order a reprint of this article now

By JAMES TARANTO

In an October column, we recounted the origins of the ObamaCare individual mandate
at the Heritage Foundation, a conservative think tank. In a USA Today op-ed earlier
this week, Heritage's Stuart Butler offers his own account. But crucial elements of it
are at variance with the facts. Here is the key paragraph:

The confusion arises from the fact that 20 years ago, I held the view that as
a technical matter, some form of requirement to purchase insurance was
needed in a near-universal insurance market to avoid massive instability
through "adverse selection" (insurers avoiding bad risks and healthy people
declining coverage). At that time, President Clinton was proposing a
universal health care plan, and Heritage and I devised a viable alternative.

Even if you don't know the history, you can see that this is reminiscent of a John Kerry
tale: "I remember spending Christmas Day of 1968 five miles across the Cambodian
border being shot at by our South Vietnamese Allies who were drunk and celebrating
Christmas. The absurdity of almost being killed by our own allies in a country in which
President Nixon claimed there were no American troops was very real." Richard Nixon
was not yet president in 1968, and neither was Bill Clinton 20 years ago, in 1992.

To be sure, that's a quibble. Unlike Kerry, who cited a specific date, when Butler says
"20 years ago" he is referring to a temporal order of magnitude. It would be close
enough to say "20 years ago" if Heritage proposed the individual mandate in 1993 or
1994.

But it didn't. Butler's approximation runs in the other
direction. He first proposed the individual mandate
almost 23 years ago, in a 1989 "Critical Issues"
monograph titled "A National Health System for

Dow Jones Reprints: This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to your colleagues,
clients or customers, use the Order Reprints tool at the bottom of any article or visit www.djreprints.com

BEST OF THE WEB TODAY February 8, 2012

Heritage Rewrites History
The think tank proposed the individual mandate years before Clinton took office.

Heritage Rewrites History - WSJ.com http://online.wsj.com/article/SB100014240529702043694045772...
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A LITTLE HISTORICAL PERPSECTIVE on the  
POLITICAL ROOTS of the ACA / “OBAMACARE” 
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The Only Options for Controlling Costs 

! 
!

One of the ACA’s 
primary  goals is to lower 

the volume of 
preventable and 

expensive care by 
“incentivizing”  

(paying for) both better 
health promotion and a 
more restrained use of 

expensive medical 
resources when less 

intensive, equally 
effective and cheaper 

alternatives exist. 
Going up 
under the 

ACA 

!



An example of how a health 
care system’s organization 

and method of paying 
providers has significant 

financial consequences for 
treating a very similar 
population of patients: 

Medicare beneficiaries in 
their last two years and  

six months of life. 

six months of life 
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T h e  n e w  e ngl a nd  j o u r na l  o f  m e dic i n e

Phasing Out Fee-for-Service Payment
Steven A. Schroeder, M.D., and William Frist, M.D.,  

for the National Commission on Physician Payment Reform

In March 2012, the Society of General Internal 
Medicine convened the National Commission on 
Physician Payment Reform to recommend forms 
of payment that would maximize good clinical 
outcomes, enhance patient and physician satis-
faction and autonomy, and provide cost-effective 
care. The formation of the commission was 
spurred by the recognition that the level of 
spending on health care in the United States is 
unsustainable, that the return on investment 
is poor, and that the way physicians are paid 
drives high medical expenditures.

The commission began by examining factors 
driving the high level of expenditures in the U.S. 
health care system. It found that reliance on 
technology and expensive care, higher payments 
for medical services performed in hospital-owned 
facilities than in outpatient facilities, and a high 
proportion of specialist physicians as compared 
with generalists were all important cost drivers. 
But fee-for-service reimbursement stood out as 
the most important cause of high health care 
expenditures.

The commission then set out 12 recommen-
dations for changing current methods of physi-
cian payment. The aggressive approaches that 
are recommended below provide a blueprint for 
containing costs, improving patient care, and 
reducing expenditures on unnecessary care. 
(The commission’s report is available at http://
physicianpaymentcommission.org/report/ and in 
the Supplementary Appendix, available with the 
full text of this article at NEJM.org.)

Blueprint for a New Physician 
Payment System

Recommendation 1: Over time, payers should large-
ly eliminate stand-alone fee-for-service payment 
to medical practices because of its inherent in-
efficiencies and problematic financial incentives.

The fee-for-service mechanism of paying physi-
cians is the major driver of higher health care 

costs in the United States.1 It contains incentives 
for increasing the volume and cost of services 
(whether appropriate or not), encourages duplica-
tion, discourages care coordination, and promotes 
inefficiency in the delivery of medical services.

Recommendation 2: The transition to an ap-
proach based on quality and value should start 
with testing new models of care over a 5-year 
period and incorporating them into increasing 
numbers of practices, with the goal of broad 
adoption by the end of the decade.

The long-range solution is a system that provides 
appropriate and high-quality care, emphasizes 
disease prevention and the management of 
chronic conditions rather than treatment of ill-
ness, and values examination and diagnosis as 
much as medical procedures. This implies a 
shift from a payment system based on a fee-for-
service model to one based on value through 
mechanisms such as bundled payment, capita-
tion, and increased financial risk sharing. But 
changing from the current model of care to one 
that is value-based cannot be accomplished over-
night. It will require a transition period, with the 
likely end point being a blended system with 
some payment based on the fee-for-service model 
and other payment based on capitation or salary.

Recommendation 3: Because the fee-for-service 
model will remain important into the future, even 
as the nation shifts to fixed-payment models, it 
will be necessary to continue recalibrating fee-
for-service payments.

Whatever system reforms (accountable care orga-
nizations, bundled payments, patient-centered 
medical homes, or capitation) are ultimately ad-
opted, fee-for-service payment will remain an 
integral part of physician payment for a long 
time.2 Although paying a fixed payment through 
bundling or capitation is reasonable, appropriate, 
and desirable for acute episodes of care requir-

The New England Journal of Medicine 
Downloaded from nejm.org at UNIVERSITY OF RICHMOND on April 9, 2013. For personal use only. No other uses without permission. 

 Copyright © 2013 Massachusetts Medical Society. All rights reserved. 
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Another example: Prostate Cancer 

T h e  n e w  e ngl a nd  j o u r na l  o f  m e dic i n e

n engl j med 369;17 nejm.org october 24, 2013 1629

special article

Urologists’ Use of Intensity-Modulated 
Radiation Therapy for Prostate Cancer

Jean M. Mitchell, Ph.D.

From Georgetown University, Washington, 
DC. Address reprint requests to Dr. Mitchell 
at Georgetown University, Old North 314, 
37th & O Sts. NW, Washington, DC 20057, 
or at mitchejm@georgetown.edu.

N Engl J Med 2013;369:1629-37.
DOI: 10.1056/NEJMsa1201141
Copyright © 2013 Massachusetts Medical Society.

A BS TR AC T

BACKGROUND
Some urology groups have integrated intensity-modulated radiation therapy 
(IMRT), a radiation treatment with a high reimbursement rate, into their prac-
tice. This is permitted by the exception for in-office ancillary services in the 
federal prohibition against self-referral. I examined the association between 
ownership of IMRT services and use of IMRT to treat prostate cancer.

METHODS
Using Medicare claims from 2005 through 2010, I constructed two samples: 
one comprising 35 self-referring urology groups in private practice and a matched 
control group comprising 35 non–self-referring urology groups in private practice, 
and the other comprising non–self-referring urologists employed at 11 National 
Comprehensive Cancer Network centers matched with 11 self-referring urology 
groups in private practice. I compared the use of IMRT in the periods before 
and during ownership and used a difference-in-differences analysis to evaluate 
changes in IMRT use according to self-referral status.

RESULTS
The rate of IMRT use by self-referring urologists in private practice increased 
from 13.1 to 32.3%, an increase of 19.2 percentage points (P<0.001). Among 
non–self-referring urologists, the rate of IMRT use increased from 14.3 to 15.6%, 
an increase of 1.3 percentage points (P = 0.05). The unadjusted difference-  in-
differences effect was 17.9 percentage points (P<0.001). The regression-adjusted 
increase in IMRT use associated with self-referral was 16.4 percentage points 
(P<0.001). The rate of IMRT use by urologists working at National Comprehensive 
Cancer Network centers remained stable at 8.0% but increased by 33.0 percentage 
points among the 11 matched self-referring urology groups. The regression-
adjusted difference-in-differences effect was 29.3 percentage points (P<0.001).

CONCLUSIONS
Urologists who acquired ownership of IMRT services increased their use of IMRT 
substantially more than urologists who did not own such services. Allowing 
urologists to self-refer for IMRT may contribute to increased use of this expensive 
therapy. (Funded by the American Society for Radiation Oncology.)

The New England Journal of Medicine 
Downloaded from nejm.org by BEN MAYES on October 23, 2013. For personal use only. No other uses without permission. 

 Copyright © 2013 Massachusetts Medical Society. All rights reserved. 
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ments are tied to diagnosis-related groups
(DRGs), a formofbundledpayment for inpatient
services based on diagnoses. Unlike cost-based
reimbursement, which establishes no prospec-
tive control over prices or volume, fee-for-service
and DRG-based payment offer certainty of
prices, which are set or negotiated prospectively.
However, the level of utilization is typically not
underpayers’ control. Consequently, for all prac-
tical purposes, most of the financial risk in the
US health care system still rests on the payer
side.Whatever level of services providers deliver,
payers must reimburse.
The Affordable Care Act includes a number of

initiatives designed tomoveMedicare away from
fee-for-service or DRG-based payment models.
One of them is the National Pilot Program on
Payment Bundling, which will combine pay-
ments for services delivered across an episode
of care, such as heart bypass or hip replacement,
instead of paying for services separately.20 As
shown in Exhibit 1, episode-based bundled pay-
ments are one step shy of capitation. They shift
the risk of costs under each episode toward pro-
viders that bundle all hospital, physician, and
other clinical services into a single rate21 but
put the payer at risk for the number of episodes.
The Affordable Care Act also supports the cre-

ation of accountable care organizations. An
accountable care organization is a network of
providers responsible for the care of a defined
group of patients and, in part, the cost and qual-

ity of that care. Modeled somewhat on private-
sector examples of fully or partly integrated
health delivery systems such as Kaiser Perma-
nente andGeisingerHealth System, accountable
care organizations have the goal of providing
financial incentives for coordinated, judicious
useof appropriate, high-quality care.22 Examples
are discussed below.
Medicare’s Shared Savings ProgramUnder

Medicare’s Shared Savings Program, contracted
providers are paid standard Medicare rates and
receive bonus payments if quality targets aremet
and if total spending for patients affiliated with
the accountable care organization falls below a
certain benchmark. This benchmark consists of
a projected spending amount based on the pro-
vider’s pastMedicare costs. The lower the spend-
ing relative to the benchmark, the larger the
organization’s bonus payment, although some
of the savings are retained by, or “shared” with,
Medicare.
Qualification for and levels of bonuses depend

on performance relative to thirty-three quality
measures pertaining to patient experience and
safety; preventive health services; and at-risk
populations, including those with diabetes, hy-
pertension, ischemic vascular disease, heart fail-
ure, and coronary artery disease. Tying bonuses
to quality metrics is intended to strike a balance
between appropriate efficiency and inappropri-
ate stinting or rationing.23

There are two possible types of accountable
care organization contracts under the Medicare
Shared Savings Program. One has only an up-
side: Accountable care organizations can obtain
bonuses if their spending is below their bench-
mark. Another has an upside and a downside:
Accountable care organizations entering into
such two-sided shared savings and risk contracts
can obtain slightly larger bonuses as well as pay
a penalty if their spending is above the
benchmark.24

As of August 2012 the Centers for Medicare
and Medicaid Services had entered into Shared
Savings Program contracts with 116 organiza-
tions serving 2.4 million beneficiaries in forty
states.25,26 Among them are nine independent
practice associations that are affiliated with Col-
laborative Health Systems, a subsidiary of
Universal American Corporation, which offers
insurance products, including Medicare Advan-
tage plans.25 This fact illustrates that it is not just
hospitals that can become accountable care or-
ganizations, but any organizations that contract
with independent physicians.
Medicare’s Pioneer Accountable Care Or-

ganizations In December 2011 the Department
of Health and Human Services (HHS) also an-
nounced the selection of thirty-two health care

Exhibit 1

Financial Risk Of Care For Provider And Payer, By Payment Method

Fi
na

nc
ia

l r
is

k

Cost FFS Per diem Per episode
(bundled payment)

Capitation

Payer cost risk
Provider cost risk

Payment method

SOURCE Authors’ adaptation of a similar figure in Averill RF, Goldfield NI, Vertrees JC, McCullough EC,
Fuller RL, Eisenhandler J. Achieving cost control, care coordination, and quality improvement through
incremental payment system reform. J Ambul Care Manage. 2010;33(1):2–23. NOTES The figure is
focused on ways of paying providers for the care of a single patient. Omitted, for example, are paying
physicians by salary (as in the Department of Veterans Affairs) and providing an institution with a
budget that encompasses many or all patients. FFS is fee-for-service.

Capitation & Shared Savings

1954 Health Affairs September 2012 31 :9

at University of Richmond
 on September 5, 2012Health Affairs by content.healthaffairs.orgDownloaded from 

Shift more financial risk to providers... 

Urologists’ Use of IMRT for Prostate Cancer

n engl j med 369;17 nejm.org october 24, 2013 1635

controlled for urology group, type of definitive 
treatment, age, year of cancer diagnosis, and 
 status with respect to coexisting conditions. In 
analyses with urologists in private practice as 
controls, self-referral was associated with an in-
crease in the time to the initiation of treatment 
of 1.3 days (P = 0.12); in analyses with urologists 
employed at cancer centers as controls, the in-
crease was 1.9 days (P = 0.39) (Table S2 in the 
Supplementary Appendix).

DISCUSSION

The results of this study indicate that referral by 
urologists to IMRT services in which they have 
a financial interest is associated with large in-
creases in the rate of IMRT use for Medicare bene-
ficiaries who have newly diagnosed, nonmeta-
static prostate cancer. There was increased use of 
IMRT among private-practice urology groups that 
acquired ownership of IMRT services both in 
analyses that used other urology groups in private 
practice as controls and in analyses that used urol-
ogists employed by NCCN centers as controls. In 
adjusted analyses, self-referral was not associated 
with a shorter time to receipt of definitive treat-
ment. These findings are consistent with the re-
sults of other studies showing substantial in-
creases in the frequency of use of advanced 
imaging techniques, clinical laboratory testing, 
and anatomical-pathology services by self-referring 
physicians,17-22,26,27 and also corroborate the sig-
nificant increases in the use of surgery that charac-
terize physician–owners of specialty hospitals.23-25

Financial incentives may have contributed to 
the increased use of IMRT among self-referring 
urologists; financial pressures induced by sub-
stantial start-up costs may likewise have prompt-
ed physician–owners to recommend IMRT in 
lieu of alternative treatments.11,12 To establish 
an IMRT center requires a capital investment of 
$2 million and the hiring of advanced support 
staff. However, explanations other than financial 
incentives and pressures must be considered. For 
example, urologists may integrate IMRT into 
their practice because they believe this treatment 
will reduce the risk of adverse events and im-
prove quality of life. However, evidence from 
clinical studies indicates that each primary 
treatment for prostate cancer has pros and cons 
in terms of side effects and their implications 
for quality of life.7,8
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Figure 1. Use of Intensity-Modulated Radiation Therapy (IMRT) among 
Men 65 Years of Age or Older with Newly Diagnosed Prostate Cancer.

Panel A shows the results of the unadjusted difference-in-differences analy-
sis comparing the frequency of use of IMRT among men treated by urolo-
gists in private practice. The difference in use between the period before 
acquiring IMRT services (the preownership period) and the ownership peri-
od for the self-referring urologists was 19.2 percentage points (P<0.001); 
the corresponding difference for non–self-referring urologists was 1.3 per-
centage points (P = 0.05). Self-referral was associated with an unadjusted 
increase in IMRT use of 17.9 percentage points (P<0.001). Panel B shows 
the unadjusted difference-in-differences results for men treated by urolo-
gists employed by a National Comprehensive Cancer Network center and 
self-referring urologists in private practice. The difference in use between 
the preownership and ownership periods for the self-referring urologists was 
33.0 percentage points (P<0.001); the corresponding difference for urolo-
gists employed at the cancer centers was 0.4 percentage points (P = 0.78). 
The unadjusted difference-in-differences estimator (self-referral effect) was 
32.6 percentage points (P<0.001).
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Bundled Payments for Entire Episodes of Care  

more “skin in the game” for providers 
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The End of Health Insurance Companies

By EZEKIEL J. EMANUEL and JEFFREY B. LIEBMAN

Here’s a bold prediction for the new year. By 2020, the American health insurance industry
will be extinct. Insurance companies will be replaced by accountable care organizations —
groups of doctors, hospitals and other health care providers who come together to provide
the full range of medical care for patients.

Already, most insurance companies barely function as insurers. Most non-elderly
Americans — or 60 percent of Americans with employer-provided health insurance — work
for companies that are self-insured. In these cases it is the employer, not the insurance
company, that assumes most of the risk of paying for the medical care of employees and
their families. All that insurance companies do is process billing claims.

For individuals and small businesses, health insurance companies usually do provide
insurance; they take a premium and assume financial responsibility for paying the bills. But
the amount of risk sharing that is accomplished is limited because the insurers charge
premiums that vary, depending on the health of an individual or a group of employees, and
use their data and market power to identify healthy people to cover and unhealthy people to
exclude from coverage. (The health care law’s total ban on exclusions for pre-existing
conditions will begin in 2014.)

Many health insurance companies also impose barriers — like requiring prior authorization
for tests and treatments and denying payment for covered services, which forces patients to
appeal — to discourage patients from using the medical services for which they are insured
and to attempt to avoid paying for those services. While these barriers can reduce waste by
preventing unnecessary care, they can also discourage patients from receiving care they
need, as well as impose administrative burdens on doctors and patients.

But thanks to the accountable care organizations provided for by the health care reform act,
a new system is on its way, one that will make insurance companies unnecessary.
Accountable care organizations will increase coordination of patient’s care and shift the
focus of medicine away from treating sickness and toward keeping people healthy.

Because most physicians and hospitals today are paid on a fee-for-service basis, medical
care is organized around treating a specific episode of illness rather than the whole patient.
This system encourages overtreatment and leads to mistakes and miscommunication when
patients are sent between their primary care doctors, specialists and hospitals. Indeed,

The End of Health Insurance Companies - NYTimes.com http://opinionator.blogs.nytimes.com/2012/01/30/the-end-of-health...
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"ACOs 
Unlike individual medical providers, accountable care organizations can  

afford to have more “skin in the game” and act as financial risk managers. 



Hospitals are buying out individual 
physician practices and putting doctors 

on their payrolls as salaried employees to 
build larger and larger ACOs and 

“medical homes”. The resulting level of 
consolidation of health care providers  
in local communities is both massive  

and continuing to increase. 
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Grand Junction, 
Colorado  

Seattle and  
Everett, WA 

Central  
PA 

The kinds of large, integrated health 
systems that will dominate the health 
care landscape in the decades ahead. 



Walmart Expands Health Benefits to Cover Heart and Spine Surgeries
at No Cost to Associates

 Company’s New “Centers of Excellence” Program is First-of-its Kind Partnering with Six of the
Nation’s Foremost Health Care Systems to Provide Better Care 

BENTONVILLE, Ark., Oct. 11, 2012 – As health care costs continue to rise, Walmart is introducing a first-of-its-kind Centers
of Excellence program that will offer its associates quality health care with no out-of-pocket cost for heart, spine, and
transplant surgeries at six of the leading hospital and health systems in the U.S. 

The six designated health care organizations include the Cleveland Clinic in Cleveland, Ohio; Geisinger Medical Center in
Danville, Pa.; Mayo Clinic sites in Rochester, Minn., Scottsdale/Phoenix, Ariz., and Jacksonville, Fla.; Mercy Hospital
Springfield in Springfield, Mo; Scott & White Memorial Hospital in Temple, Texas; and Virginia Mason Medical Center in
Seattle, Wash. These organizations will give Walmart associates the opportunity to receive care at hospitals and medical
centers geographically located across the country that specialize in heart, spine and transplant care. 

“We devoted extensive time developing Centers of Excellence in order to improve the quality of care our associates’ receive,”
said Sally Welborn, senior vice president of global benefits at Walmart. “We have identified six renowned health care systems
that meet the highest quality standards for heart, spine and transplant surgery. Through these hospital systems, our
associates will have no out-of-pocket expenses and a greater peace of mind knowing they are receiving exceptional care from
a facility that specializes in the procedure they require. This is the first time a retailer has offered a comprehensive, nationwide
program for heart, spine and transplant surgery.” 

The new Centers of Excellence program is being expanded from covering transplants, which began with the Mayo Clinic in
1996, to include treatment for certain heart and spine surgeries. Walmart’s associates and their dependents who are enrolled
in the company’s medical plans will receive consultations and care covered at 100 percent without deductible or coinsurance,
plus travel, lodging and food for the patient and a caregiver. 

Patients must be healthy enough to travel for the surgeries. Four of the designated health care systems -- Cleveland Clinic,
Geisinger Medical Center, Scott & White Memorial Hospital and 

Virginia Mason Medical Center, will offer specific procedures for cardiac surgery that include open heart surgery for coronary
artery bypass grafting, heart valve replacement/repair, closures of heart defects, thoracic and aortic aneurysm repair and other
complex cardiac surgeries. 

Three of the health care systems -- Mercy Hospital Springfield, Scott & White Memorial Hospital and Virginia Mason Medical
Center will perform spine procedures that will include cervical and lumbar spinal fusion, total disk arthroplasty, spine surgery
revisions and other complex spine surgeries. Transplants will continue to be provided by the Mayo Clinic. 

In providing this service at no cost to its enrolled associates, Walmart has worked with these Centers of Excellence health
systems to provide exclusive and unique bundled pricing arrangements for these types of procedures. Through Centers of
Excellence, Walmart is working with all the health care organizations to collectively share best practices that will allow
collaboration around best measures of service and new industry findings in comparison to industry practices. 

Quotes from Center of Excellence Hospital and Health Systems: 
"Healthcare is in the midst of an unprecedented transformation and requires innovation to improve the way we deliver care to
patients across the United States," said Cleveland Clinic President and Chief Executive Officer, Toby M. Cosgrove, M.D.
"Programs such as these will help get patients to the right place, for the right care, at the right time while focusing on quality
outcomes and cost control." 

Walmart Corporate - Walmart Expands Health Benefits to Cove... http://news.walmart.com/news-archive/2012/10/11/walmart-ex...
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George Halvorson, chairman and chief of  
Kaiser Permanente, says that the way to get health costs 

lower is to move care farther from hospital settings. 



ciaries met the subgroup criteria—as well as
32 percent during the three years after meeting
the criteria. The subgroup criteria had clinical
face validity—that is, physicians would readily
agree that their Medicare patients who met the
criteria were at high risk of having a hospitali-
zation in the coming year—and eligible patients
could be easily identified with claims, patient
self-reports, or physician referrals.
Our finding that the programs’ effects on ser-

vice use and spending were limited to high-risk
subgroups of patients is consistent with several
other studies of care coordination interven-
tions.11–13 Care management programs tailored
to patients with congestive heart failure have
reduced hospitalization rates for high-risk pa-
tients14,17 but not for lower-risk patients.5 And a
transitional care program, which by design was
limited to patients at risk because they had re-
cently been hospitalized, had stronger impact
for beneficiaries who had recently had multiple
hospitalizations.24

Although the four programs in this study that
reduced hospitalizations for high-risk enrollees
shared many features, they differed on others
and were implemented by four disparate organ-
izations in four distinct settings, as described
above. The success of the programs in these var-
ied settings suggests that care coordination, if

directed to the appropriate populations and de-
signed correctly, could be successfully imple-
mented for fee-for-service Medicare patients in
diverse settings throughout the country.
Notably, the seven other care coordination

programs participating in the demonstration
from 2002 through 2008 did not reduce hospi-
talizations or regular Medicare expenditures
for the high-risk group; in fact, one increased
expenditures. Thus, focusing on high-risk pa-
tients alone does not guarantee success.
Distinguishing Features Of Successful

Programs Drawing on the information col-
lected on a range of program features, we found
six distinguishing features that were present in
at least three of the four programs that reduced
hospitalizations but were absent in all ormost of
the five unsuccessful programs for which we had
complete data (Exhibit 4).
One common distinguishing feature was the

amount of face-to-face contact between care co-
ordinators and patients. Programs that suc-
ceeded in reducing hospitalizations had more
frequent in-person contacts—about once a
month, on average, during the first year—either
in the patient’s home or physician’s office. These
were in addition to telephonic contacts.
Opportunities for occasional face-to-face con-

tact between care coordinators and their pa-

Exhibit 3

Four Programs’ Regression-Adjusted Effects On Medicare Parts A And B Expenditures For One Subgroup Of High-Risk
Enrollees, First Six Years

Health Quality
Partners

Hospice of
the Valley

Mercy
Medical
Center

Washington
University in
St. Louis

Four programs
combined

Number of enrollees 273 1,138 904 1,975 4,290
Percent of all program
enrollees 16.9 71.3 79.0 71.0 60.1

Statistical power to detect
$150 PBPM effect 0.18 0.32 0.59 0.38 0.75

Monthly Medicare Part A and B expenditures
Without care management
fees
Control-group mean ($) 1,363 2,364 1,366 2,521 2,159
Treatment-control
difference ($) −408 −112 −111 −98 −123

90% CI ($) −741, −76 −321, 97 −243, 22 −283, 86 −229, −17
Percent difference -30.0 −4.7 −8.1 −3.9 −5.7
p value 0.045 0.38 0.17 0.38 0.057

With care management fees
Treatment-control
difference ($) −293 66 131 61 55

90% CI ($) −626, 40 −143, 274 −1, 263 −123, 246 −51, 162
Percent difference −21.5 2.8 9.6 2.4 2.6
p value 0.15 0.61 0.10 0.59 0.39

SOURCE Authors’ calculations based on data from Medicare Enrollment Database, National Claims History File, and Standard Analytic
File. NOTES High risk was defined as patients who, at the time of enrollment, met the criteria for the fourth subgroup in Exhibit 1. PBPM
is per beneficiary per month. CI is confidence interval.

Avoidable Admissions
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III. The “Storm” of Change is Growing... 
-  Some of the anger over “Obamacare” is fear on the  

part of current stakeholders of the market-driven 
reforms that the ACA is accelerating.  

-  With almost 500 ACOs operating in 48 states and more 
on the way, health care increasingly will be delivered 
by larger (yet fewer) provider organizations. 

-  Medicare is the federal government’s primary vehicle 
for driving major changes in the finance, organization 
and delivery of health care for everyone (not just 
Medicare beneficiaries) 


