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Note: This essay won third prize in the contest sponsored by the SOA Health Section.

It is my premise that the primary reform that is needed
within the health care system is a change in our expectations.
Making it clear what we expect is the first step, and the
second step is adjusting policies to be consistent with the

expectations.

Note that clarifying expectations is not an easy task—
there are many voices representing both broad and narrow
interests, which can quickly turn the task of setting expecta-
tions into a long wish list of changes. I believe that there are

two primary expectations which should be made clear:

e Itiseveryone’s responsibility to have health

insurance coverage.

e It is the health care provider’s responsibility
to achieve the most efficient and highest quality
outcome by following the principles of evidence-

based medicine.

With these expectations set, it is then critical to follow
them up with the appropriate financial incentives, so that

our actions and our words are consistent.

Accessibility: The Uninsured Problem

The working assumption for many years has been that we
have a large number of uninsureds because of barriers in
the system, such as high price or medical underwriting
restrictions. Remove the barriers—we have assumed—
and we can fix the problem. With that as a hypothesis,
a number of states have proceeded to remove the barriers,
with little effect. States from Maine to Washington have
introduced low cost options for people with relatively
lower incomes—some as high as four times the federal
poverty level —only to get a very low percentage (in the 10
percent range) of the uninsured to take the option." Even
free expansions of Medicaid often experienced take-up
rates of only 30 percent.? Other states have put in restrictive
rules on medical underwriting and/or community rating to
find a similar result—little change in the uninsured rates.’

If you build it, they still won’t come.
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Along comes Massachusetts, and it breaks down the
same barriers that the other states have broken down, but
it also includes a tax penalty for individuals without health
insurance. The take-uprates skyrocketed from the experience
of all the other states. The tax penalty was well below the
actual cost of insurance. I would argue that it was not the
economic incentive to get health insurance by itself that
caused the change, but more importantly the expectation
that you should have coverage that drove the much higher
take-up rates. As a society, we have expressed this view for
auto insurance and even quitting cigarette smoking to great
effect. As the expectations are set, we often start to back
them up with laws, but I believe the greatest impact comes
from setting the expectation. In Massachusetts, the take-up
rates were nearly 54 percent,* and the number of individuals
without health care insurance has decreased by 324,000 in

the first year of the legislation (2006).5

Affordability And Efficiency

We currently rely on subsidies in order to remove the
barriers to getting coverage. Governments subsidize the lower
income individuals, employers subsidize employees, and
the younger healthier individuals subsidize the older less-
healthy individuals. To some degree this will always be
true. Sometimes those subsidizing others cannot afford the
subsidy. Even if they can afford it, there is always an
alternative economic use that the money could be put toward
(from other investments to lowering prices or taxes). We all
understand that health care is very expensive in the
United States, and it is expensive in other parts of the world.
Medical the United States

outpaced inflation and now comprise over 16 percent of the

costs in have steadily
Gross Domestic Product (GDP). This figure is projected to in-
crease to 20 percent in the next 10 years.® It is critical that we
find a way to reduce the cost of health care, and in turn reduce the

burden of this cost on the subsidizers and on the direct purchasers.

In health care, less can be more. When back surgery

and bed rest have equivalent clinical outcomes for certain
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types of back pain, why would you attempt surgery? Other
than optimal care is delivered in many situations and for
many reasons. The reasons include out-of-date information,
the wrong financial incentives, bad habits and inefficient
structures. The result is bad care and bad outcomes for
patients and inefficient use of resources. The inefficient
use of resources also means that other patients may get no
care at all. In the United States, the more treatments that are
given, the more the providers are paid, independent of the

value of the intervention.

This leads to the second expectation I think we need
to set: it is health care providers’ responsibility to achieve
the most efficient and highest quality outcome by following
the medical evidence. Further, because this is our
expectation, our payments to providers need to reflect that.
Recently, CMS has stopped paying for “never” events, like
surgery on the wrong body part. This is a good start, but
its expectations are significantly below the level I suggest.
Recent movements toward pay for performance or medical
home are also moves in this direction, but all are within the
context of more is better. In a fee-for-service system, each

additional service generates an additional fee.

Private sector evidence-based medical guidelines
are well established, and the vast majority of third-party
payersrely uponthemtodetermine the medical effectiveness.
(This is best left to the private sector, as public efforts get
bogged down in politics, are less likely to be deployable,
and rarely get updated in a timely fashion.) This same level
of evidence-based guidelines needs to come to the bedside,
and we need to expect physicians to follow these guidelines

in each decision they make.

During the 1990s, more physicians were paid based
upon treating a number of patients, rather than upon the
volume of services generated. Some of the early forms
of capitation were not as refined as you might like, and
they led to “managed care backlash.” However, during

the 1990s, medical cost trends were at a lower level than
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they have been before or since. This was a partial and
imperfect beginning to paying our providers consistent
with our expectations. One payment solution that has been
suggested is offering risk-adjusted payments for episodes
of care.” Under this reimbursement arrangement, insurers
and other payers pay all hospitals or medical professionals
fixed amounts per episode of care depending on the
condition being treated. Restructuring the payment system
has the ability to produce a powerful motivation for health
care providers to perform only those procedures consistent
with the medical evidence. A system that is driven by
results rather than services will allow physicians to be more
efficient as they focus on necessity rather than the quantity

of services.?

Policies Versus Expectations

Most government actions start with one set of rules, and
pile more sets of rules on top of those. It is good business
for lawyers and other professional advisors, but they
usually don’t add much stimulus to the economy. Of course,

some element of this is necessary, but how far should it go?

In your own workplace, would you rather be sub-
ject to a long, detailed list of policies (as most of us are)
regarding all form of behavior in your office, or would you
rather be given a core expectation—we expect you to treat
others with respect, act professionally, and don’t do
anything stupid. I believe most of us would prefer the latter,

and the result is better outcomes.

Of course, changing expectations is actually
cultural change, with culture reflecting our country’s shared
attitudes, values, goals and practices. Individuals learn
much of our culture through everyday habits—we all
assume that service providers should get paid for each
service they perform. For major cultural shift to happen,
it usually takes multiple leaders demanding the change,
and focusing their behavior on making that change. These

leaders come from many sectors—much of the health
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care change in the past has been demanded by employers When President Obama starts health care
and then reflected by the health care community. In the reform, I would much rather that he state these two
future, we will need leaders from employers, health plans, expectations than to send his policy wonks into
health providers and government to accomplish the level action. Although the latter would likely be better

of changes we wish to make. for my business.
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