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Total U.S. Spending

Å2006 $2.1 Trillion, 16% of GDP

Å2008-2016 will grow 6.9% per year

Å2016 $4.1 Trillion, 20% GDP

Poisal, et al

Health Affairs

February 2007





How Sustainable?

Å1975 - 2005:  per capita health spending 

exceeds GDP growth by 2.4%

ÅHealth care share of GDP:  16% in 2007; 

31% in 2031

ÅMedicare share of GDP in 2031 grows 

another 140% to 6.5%



HI Trust Fund

ÅExhausted in 2019

ïIncrease payroll tax to 6.5%

ïReduce benefits immediately by 50%



SMI Services

ÅCurrently 10% of Personal and 

Corporate Income Tax Revenue

Å25% by 2030



Impact on Beneficiaries
ÅPart B premiums increased annually 11% 

2000-2007

ÅSocial Security benefits growing 3%/year

ÅPart B premium increases absorb 30-40% 
of Social Security increases

Å2002:  50% of beneficiaries have incomes 
less than $20,000

ÅSocial Security benefits 75% of income for 
60% of beneficiaries



Impact on Beneficiaries

2030:  Beneficiary cost sharing will 

exceed 40% of a typical beneficiaryôs 

social security benefit



IOM ïCrossing the Quality Chasm

Recommendation 2:  All health care 

organizations, professional groups, and 

private and public purchasers should pursue 

six major aims; specifically, health care 

should be safe, effective, patient-centered, 

timely, efficient, and equitable.

March 1, 2001



The Quality of Care Delivered to 

Adults in the United States

ÅRandom sample adults 12 metro areas

Å439 indicators for 30 acute and chronic 

conditions, and preventive care

ÅParticipants received 54.9% of the 

recommended care

ÅRange 10.5% to 78.7%

McGlynn, et al

NEJM, June 26, 2003



Regional Variation in Medicare

ÅPatients hospitalized 1993-1995 for hip 

fracture, AMI, colorectal cancer, MCBS

ÅHigh spending regions:  60% more care

ÅQuality, access no better in high spending 

regions

Fisher, Wennberg, et al

Annals of Internal Medicine 2003; 138:272-287, 288-298



Regional Variation in Medicare

If the United States as a whole could 
safely achieve spending levels 
comparable to those of the lowest 
spending regions, annual savings of 
up to 30% of Medicare expenditures 
could be achieved.

Fisher, Wennberg, et al

Annals of Internal Medicine, 138, 2003





U.S. Health Care

Urgent need to:

ÅSlow cost growth

ÅReduce costs

ÅImprove quality and safety

ÅProvide universal access



Why Clinical Integration?

ÅCoordinate care across silos and over time

ÅDeliver evidence-based medicine at 100% 

levels

ÅDevelop system approaches to the safest 

and most reliable care

ÅManage cost of care optimally

ÅProvide access to all in a timely manner 



Needed Ingredients

ÅLegal and regulatory reforms

ÅMajor payment policy changes

ÅLeadership and cultural transformation



Today

ÅMedPAC June 2008 Report

ÅCMS Physician Group Practice Demo

ÅOther Demos and Other Policy Directions

ÅAccountable Care Organizations

ÅLeadership, Culture, Urgency



MedPAC:  Previous Reports

ÅLink payment to quality

ÅEncourage comparative effectiveness

ÅMeasure resource use, provide feedback

ÅImprove payment accuracy



Limits of These Tools

ÅFFS system inherently incents 

increased volume

ÅPayment within silos dis-incents 

coordination, improved efficiency, 

system approaches to quality

MedPAC

June 2008 Report



A Reformed Medicare Payment System

ÅPay for care that spans across provider 
types and time

ÅHold providers accountable for quality of 
care and resources used

ÅCreate payment incentives that reward 
value and encourage closer provider 
integration

ÅThese directions enhance tools such as 
PFP and resource measurement

MedPAC

Executive Summary

June 2008 Report



Primary Care

ÅRecommend fee schedule payment 

increases for primary care services

ÅRecommend medical home pilot 

program in Medicare

MedPAC

June 2008 Report



Hospital-Physician Collaborative 

Relationships

ñThe common thread in most current 

hospital-physician collaboration strategies 

is that they enable, encourage, and 

reward volume growth.ò

MedPAC

June 2008 Report



A Path to Bundled Payment Around 

a Hospitalization
ÅReport to hospitals and physicians readmission 

rates and resource use

ÅReduce payment to hospitals with relatively high 

admission rates for select conditions

ÅChange law and regulation to allow appropriate 

gainsharing (shared accountability)

ÅConduct a voluntary pilot to test bundled 

payment for all services around a hospitalization 

for select conditions
MedPAC

June 2008 Report



Public Reporting of Physicians 

Financial Relationships

ÅHospitals, ASCs, specialty hospitals

ÅPharmaceutical companies

ÅDevice manufacturers

ÅPossible future directions

MedPAC

June 2008 Report



Comparative Effectiveness Information

ÅIndependent entity, secure public/private 

funding

ÅTransparent process, objective information

ÅInput from constituents:  patients, providers, 

payers, scientists, researchers

ÅRe-examine comparative effectiveness of 

interventions over time

ÅNo role in coverage or payment decisions
MedPAC

June 2008 Report




