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US Health Care Rank

GDP in 2017 Rank
USA $19.39 trillion #1
CHINA $12.23 trillion #2
JAPAN S4.87 trillion #3
GERMANY $3.67 trillion #4
UK $2.62 trillion #5
INDIA $2.59 trillion #6
FRANCE $2.58 trillion #/
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Life Expectancy
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Source: health expenditure from the OECD; life expectancy from the World Bank.

Licensed under CC-BY-SA by the author Max Roser




Enactment of Health Care Reform

Patient Protection and Affordable Care Act
March 23, 2010
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The ACA Contained Costs More Than Expected

National Health Expenditures
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Affordability Index

Family Health Insurance Premiums as Percentage of Median Income (2001 - 2017)

32.00%

()
s01% 309% 30.5% 314% 31.0%  307%
. 0

27.9%
26.9%

25.2%

235% 238% 241%

22.4%
20.9%

m 18:9%




Affordability for Families

Average share of family income going towards health insurance premium
contributions and out-of-pocket medical expenses, 2017

Premium (employee contribution) [l Out-of-pocket payments for medical care
. Combined (premium contribution + out-of-pocket)

14.0%

10
9.0%
7.9%
5.0%
5 4.5%
2.7%
199% of FPL or less 200-399% of FPL 400% of FPL or more
Among people in working families with employment-based coverage
Source: KFF analysis of 2017 Current Population Survey « Get the data « PNG Peterson-Kaiser

Health System Tracker




What will the future of American
health care look like?
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Future Trends of High-Value Care

. Private-sector driven changes.

. Shift towards value-based payment.

. The deinstitutionalization of care.

Greater use of non-physician providers.

. VIP care for chronic conditions.

. The performance measurement of physicians and other providers.
. The incorporation of behavioral health in regular care.

. Excessively high drug prices.

. Increasing attention to social determinants of health.

10. More patients on Medicaid.
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Four Key Ways to Address Affordability

1. Drug prices

2. Hospital inefficiency
3. Administrative Costs

4. Physician Payment and Practice Changes
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Global pharmaceutical sales from 2015 to 2017, by region (in billion U.S.
dollars)*

968 996

444 453

Sales in billion U.S. dollars

197 209 214 ., .5 201 216

109 115 112

World total United States Europe Emerging markets Established ROW**

® 2015 @ 2016 2017

Sources Additional Information:
AstraZeneca; 1QVIA Worldwide; IQVIA (Midas Quantum); 2015 to Q3 2017
£ Statista 2018




Per Capita Pharmaceutical Spending

Per Capita Drug Spending
$1.500 $1,443

$1,000

$939

S

$697 $667

5500

United States Switzerland United Kingdom France Germany

Data from Papanicolas, Woskie, and Jha. JAMA 2018

z‘, Penn Source: OECD



High Drug Prices: Humira

* Humira ) the bESt-Selling Average price Humira, 1 prefilled syringe carton, 2 syringes, 28 day
prescription drug in the world. PP s
« 2012 $19,000/year
e 2014 $32,000/year -
« 2018 $38,000/year oo |

Source: International Federation of Health Plans 2015
Comparative Price Report * Get the data * PNG

Peterson-Kai

Health System Tracker




Drug Prices

* Bringing US drug spending down to Swiss levels—from $1443 to
S939—is a savings of $504 per American.

* Drug price negotiation based on CEA or international reference
pricing can save $163 billion.
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Hospital Inefficiency
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Cost growth is due to prices

Cumulative percent change in price, utilization 2012-2016
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Price Caps on Hospitals

* There are many proposals to cap hospital prices for private insurance
to 140% or 125% of Medicare.

lllustrative Health Expenditures Savings Point Estimate

Share of GDP
5.0% - 3.85% 4.33%
* Savings:

0.0% -

Private Payer Total Spending Cooper et al.
Spending on Hospital Including Savings
and Physician OOPC Estimate
Services3 (~89% AV*?) (~16% Reduction)
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Price Caps on Hospitals

e Capping hospital prices at 125% of Medicare means:
* Savings of 16% of private inpatient hospital spending, or $73 billion.

* That amounts a savings to Americans in private insurance of
S405 per privately insured Americans
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Increasing Hospital Efficiency

1. Time-motion studies

2. Performance measurement and feedback
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Time-Driven Activity-Based Costing (TDABC)

* What activities are performed over the care
Determine cycle for a medical condition?

the Care
Process

e Calculate
Cost Rates
o Account for
Consumables
o Allocate
Indirect Costs

cpipnoimntpmnsomizs _HARVARD | BUSINESS |SCHOOL ;
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* Who is performing each activity?

* How long does each activity take?

What is the cost per unit of time for each type
of personnel?

* What materials, supplies, and drugsare

* What are the drivers that determine the
workload for each indirect department/area?




Determining the care processes over complete cycles of

care

Level 1: Overall care cycle

Source: Tim Ferris at Partners Healthcare
Sehadiile
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HOI CARE CYCLES
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Home Health Skilled Nursing Acute Rehab
Assumption Facility Assumption Assumption

e Total of 10 visits. e Average LOS is 7 e Average LOS is
9 visits, in days 8.7 days
addition to initial e Cost is $650/day e Cost varies/day,
assessment e Average Cost median cost

e Cost is $135/visit $4,550 S1,653/day

e Average Cost e Average Cost
$1,350 $14,381
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Performance Measurement
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Performance Measurement
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Performance Measurement

“We are using physicians’ names. The opportunity is here for
physicians to go down the hallway to their colleague, who is
showing up better than they are, and have that
conversation...you start to see changes in performance
because of these conversations.”

~ Dr. Bernadette Loftus
Kaiser Mid-Atlantic

> Penn



Administrative Savings

Billing and Insurance Related Costs estimated by National Academy

Costs Excess Costs

Total spending on billing S496 billion $248 billion S82 billion

and insurance related cost

$158 billion $104 billion $34 billion
insurance companies

Medicaid

$282 billion $141 billion $46 billion
hospitals and others



Physician Payment and Practice Changes

e Ultimately, physicians order tests and treatments

* Physicians need to practice better to reduce:

* Unnecessary services—PET/CT for early stage breast
cancer

* Inefficiently delivered services—using clinically equivalent
but more expensive care
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Payment and Practice Changes

 Capitation for oncologists: Remove any financial incentives for
oncologists to prescribe chemotherapy.

* New bundles for orthopedists: Incentivize pain management instead
of joint replacement

e Capitation with bonus: Incentivize PCPs to do hospital at home
instead of hospital admission.

* New Bonuses for Limited Quality Measures: Bonus PCPs for
hemoglobin Alc and BP control and provide care coordinators.
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Timeline of Transformation

\\\\
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Conclusion

PRESCRIPTION
forTHE FUT U R E

THE TWELVE TRANSFORMATIONAL
PRACTICES of HIGHLY EFFECTIVE
MEDICAL ORGANIZATIONS

EZEKIEL J.
EMANUEL




Learn

Relate
Innovate

Penn online courses help professionals
improve health care through innovation

Courses in Faculty from

Behavioral economics Perelman School of Medicine
Health care operations The Wharton School

Health economics Center for Health Care Innovation
Health policy Penn Law

Innovation and transformation

Master's, credit, and noncredit courses available

www.improvinghealthcare.net



