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How Do You Control Growing
Healthcare Spending?
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Typical Strategy #1:
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Cut Provider Payments
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Typical Strategy #2:
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Shift Costs to Patients
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\eox - Results of the Typical Strategies

A Small providers forced out of business

A Consolidation of providers to resist cuts in fees

A Shifts in care to higher-cost settings

A Increases in utilization to offset losses in revenue

A Patients avoiding necessary care due to high cost-sharing
A Large increases in health insurance premiums

A Inability to afford health insurance
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IS THERE A BETTER WAY?
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The Right Focus: Spending

Acram . .
That Is Unnecessary or Avoidable
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Avoidable Spending Occurs
In All Aspects of Healthcare
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Avoidable Spending Occurs

\CHQR
In All Aspects of Healthcare
N SURGERY
$ %ggeo%eusr?r?er:%essusrgreilrxexpensive implants

AVOIDABLE
SPENDING

NECESSARY
SPENDING

Alnfections and complications of surgery
ADveruse of inpatient rehabilitation

CANCER TREATMENT
AUse of unnecessarily-expensive drugs
AER visits/hospital stays for dehydration
and avoidable complications
AFruitless treatment at end of life _
ate-stage cancers due to poor screening

CHEST PAIN DIAGNOSIS/TREATMENT
AOveruse of high-tech stress tests/imaging
AOveruse of cardiac catheterization
AOveruse of PCls, high-priced stents

. CHRONIC DISEASE
AER visits for exacerbations o
AHospital admissions and readmissions
AAmputations, blindness
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Avoidable Spending Occurs
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In All Aspects of Healthcare
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Institute of Medicine Estimate:

0% of Spending is Avoidable

Excess Cost Domain Estimates:
Lower bound totals from workshop discussions*

UNNECESSARY SERVICES Total excess = $210 B*
* Overuse: services beyond evidence-established levels
* Discretionary use beyond benchmarks
— Defensive medicine
* Unnecessary choice of higher cost services

INEFFICIENTLY DELIVERED SERVICES Total excess = $130 B*
* Mistakes—medical errors, preventable complications
* Care fragmentation
* Unnecessary use of higher cost providers
* Operational inefficiencies at care delivery sites
— Physician offices
— Hospitals

EXCESS ADMINISTRATIVE COSTS Total excess = $190 B*
* Insurance-related administrative costs beyond benchmarks
— Insurers
— Physician offices
— Hospitals
— Other providers
* Insurer administrative inefficiencies
* Care documentation requirement inefficiencies

PRICES THAT ARE TOO HIGH Total excess = $105 B*
* Service prices beyond competitive benchmarks
— Physician services
i. Specialists
ii. Generalists
— Hospital services
* Product prices beyond competitive benchmarks
— Pharmaceuticals
— Medical devices
— Durable medical equipment

MISSED PREVENTION OPPORTUNITIES Total excess = $55 B*
* Primary prevention
* Secondary prevention
* Tertiary prevention

THE HEALTHCARE IMPERATIVE

Lowering Costs and Improving Outcomes

Workshop Series Summary

FRAUD Total excess = $75 B*

* All sources—payer, clinician, patient
INSTITUTE OF

OF THE NAT!

*Lower bound totals of various estimates, adjusted to 2009 total expenditure level.
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5-17% of Hospital Admissions

Are Potentially Preventable

Source:
AHRQ
HCUP
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16.9%

M Potentially Preventable Chronic Conditions

W Potentially Preventable Acute Conditions

Private Insurance Medicare Medicaid Uninsured
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Millions of Preventable Events

\CHQR _
Harm Patients and Increase Costs

# Errors | Cost Per
Medical Error (2008) Error Total U.S. Cost

Pressure Ulcers 374,964 | $10,288 $3,857,629,632

Postoperative Infection| 252,695| $14,548 $3,676,000,000

Complications of Implanted Device 60,380 $18,771| $1,133,392,980

Infection Following Injection 8,855| $78,083 $691,424,965
Pneumothorax 25,559 $24,132 $616,789,788
Central Venous Catheter Infection 7,062 | $83,365 $588,723,630

Others| 773,808| $11,640| $9,007,039,005

TOTAL| 1,503,323 $13,019| $19,571,000,000

3 Adverse Events Every Minute

Source: The Economic Measurement of Medical Errors, Milliman and the Society of Actuaries, 2010

Center for Healthcare Quality and Payment Reform www.CHQPR.org 13



\CHQQR

Many Ways to Reduce Tests &

Services Without Harming Patients
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