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The Business of Health Care in 2007… Chronic Health 
Conditions Underlie the Bulk of Health Care Costs
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Opportunity: The Demographics of Chronic Conditions

Source: PiperJaffray Report, Fall 2004. Originally presented by 
Partnership for Solutions, Johns Hopkins, Dec 2002 and Rand Corp Oct 2000.  

Chonic Condition Population Demographic Trends: 1995 - 2030
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Hopeful...



Market Assessment: 2010 Market Estimates
As an emerging industry, the estimates for the true DM market size can vary significantly.   

While previous estimates were for “pure-play DMOs”, JP Morgan and Matria estimate the 
total potential market to be up to $30 billion by 2010, including the public sector.

Potential Market (in billions)
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Source:  Matria presentation at the JP Morgan Annual Health Care Conference, January 2005.
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My 3 Critical Questions in the Pursuit of Optimism...

Can DM help evolve the value proposition for 
health to involve more than direct medical costs 
and returns?

Can DM succeed with government programs?

DM and Docs - How does DM relate to “The 
Advanced Medical Home” movement?

What is the evidence base for managing complex co-morbid 
patients?
Will DM fill the role of ASP (and “KSP” – Knowledge Service 
Provider”) for chronic care practice?



Figures based on annual data for 2000.  Workers’
compensation accounted for less than 1% of indirect 
medical costs.  Source:  Bank One as printed and 
copyrighted by Harvard Business School Publishing 
Corporation

Medical and Pharmaceutical
24% ($116M)

Presenteeism
63% ($331.8M)

Long term disability
1% ($6M)

Short term disability
6% ($27M)

Absenteeism
6% ($27M)

DIRECT MEDICAL COSTS

INDIRECT MEDICAL COSTS

Some Drivers

Direct Medical Cost:
Chronic Conditions

Presenteeism (on-the-job 
productivity loss that is illness 
related):
Allergies
Lower Back Pain
Depression
Migraine
Arthritis
GERD

Coordinated Medical and 
Disability Management:
Coordination of Benefits
Elimination of Test and other       

Service Duplication
Reduced Variation in Granting 

Work Time-off

Direct and Indirect Health Care Costs...
An Employer/Purchaser Perspective

How many of these How many of these 
drivers can be in drivers can be in 
scope for scope for ““DMDM””??

$$



Missed School/Work Days by Chronic Condition in the 
12 Months Prior to Interview
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The Public Purchaser...



Medicare Coordinated Care Demonstrations

“The findings in brief indicate that patients 
and physicians were generally very satisfied 
with the program, but few programs had 
statistically detectable effects on patients. 
behavior or use of Medicare services.”

Treating only statistically significant treatment-control 
differences as evidence of program effects, the results 
show:

•Few effects on beneficiaries overall satisfaction with care
• An increase in the percentage of beneficiaries reporting they 
received health education
• No clear effects on patients adherence or self-care
• Favorable effects for only two programs each on: the quality 
of preventive care, the number of preventable 
hospitalizations, and patients well-being
• A small but statistically significant reduction (about 2 
percentage points) across all programs combined in the 
proportion of patients hospitalized during the year after 
enrollment
• Reduced number of hospitalizations for only 1 of the 15 
programs over the first 25 months of program operations

• No reduction in expenditures for Medicare 
Part A and B services for any program



Medicare Coordinated Care Demonstrations

Many of the programs had unexpected 
difficulty enrolling the target number of 
patients...

The programs that were most successful 
in enrolling patients were those that had a 
close relationship with physicians before the 
demonstration started and those with 
access to databases (such as clinic or 
hospital records) to identify potentially 
eligible patients.

... six of the programs are not cost 
neutral, four probably are not, and five may 
be cost neutral, over their first 25 months of 
operations.



Medicare Health Support





Hopeful...



Medicare Health Support



Concerns of an interested MHS ‘outsider’:
Ideally, the final evaluation should reflect:

That despite their historical high cost, the 
complex co-morbid Medicare beneficiary 
has major baseline care gaps and 
deficiencies

Recognition of widespread historical 
underuse of critical interventions – social 
and medical
Contributions of paradoxical overuse and 
misuse of many services

Impact of isolation, health literacy, and 
frailty
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The Other Government Program... Medicaid



KP Medicaid members have high prevalence of 
chronic disease relative to other KP members

Pattern holds over 
all ages, both male 
and female

…except 
Medicare-aged 
members

Pattern holds for all 
conditions

Rate ratio = 1.7 for 
both males and 
females, all ages

Prevalence of One or More of Asthma, CAD, Chronic Pain, Depression, Diabetes, or Heart 
Failure, Continuously Enrolled Male and Female Medicaid and Non-Medicaid Members, 2002, 

Regions:  NCR, SCR, CO, HA, NW
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and Jim Bellows, PhD

One or More of Diabetes, Heart Failure
CAD, Asthma and Depression



Case identification by age-sex –
Asthma, Pain, CAD, and Heart Failure

Asthma Prevalence, Continuously Enrolled Male and Female Medicaid and Non-Medicaid 
Members, 2002, Regions:  NCR, SCR, CO, HA, NW
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CAD Prevalence, Continuously Enrolled Male and Female Medicaid and Non-Medicaid 
Members, 2002, Regions:  NCR, SCR, CO, HA, NW
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Chronic Pain Prevalence, Continuously Enrolled Male and Female Medicaid and Non-
Medicaid Members, 2002, Regions:  NCR, CO, NW
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Heart Failure Prevalence, Continuously Enrolled Male and Female Medicaid and Non-
Medicaid Members, 2002, Regions:  NCR, SCR, CO, HA, NW
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Medicaid members are also much more likely to 
have multiple conditions

Prevalence of Two or More of Asthma, CAD, Chronic Pain, Depression, Diabetes, or Heart 
Failure, Continuously Enrolled Male and Female Medicaid and Non-Medicaid Members, 2002, 

Regions:  NCR, SCR, CO, HA, NW
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What about Docs and DM?

1999
1996
1996
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Competition or Opportunity...
Position 1. ... Link patients to a 

personal physician in a practice that 
qualifies as an advanced medical home. 

Position 2. Fundamental changes ... in 
third party financing, reimbursement, 
coding, and coverage policies ...

Position 3. ... assure an adequate 
supply of physicians who are trained to 
deliver care consistent with the 
advanced medical home model ...

Position 4. Further research on the 
advanced medical home model and a 
revised reimbursement system ...



Lessons in Home Building from the past... 

First Iteration...

Customizing the Medical Home for Customizing the Medical Home for 
Population Care:Population Care:

Decision SupportDecision Support
Practice ModelsPractice Models
Health IT Health IT 

Who has this intellectual property?Who has this intellectual property?



The Evidence Base for Managing Co-morbidities



Is “more care better” for the patient with Co-morbidities?

N Engl J Med 351;27 2870-2874 December 30, 2004

What is the “dose response” for 
relating the number of things you do 
to achieving clinical outcomes?
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Hypothesis:

As conditions co-occur, management isn't necessarily 
the direct sum of management of the parts 

A Possible Approach...
identify key patterns of co-morbidity
create a "meta-GL" for each pattern addressing prioritization 
across the many things that could be done to the select the 
few (? < 5) that definitely should be done

interventions also needs to broaden to include especially EOL/palliative 
care screening and referral as well as other SES interventions

rethink measurement to more like a batting average across 
patients (e.g. at bats) for what proportion of highest priority 
interventions were delivered (also - no penalty for not doing a 
HbA1c if not in the top 5...)



Primary Care Physicians and How They 
“Manage” Their Patient Panel

Before Panel Management
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Average Daily "Touches" 
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Health IT…Encompassing multiple needs

Medical Office Visit
(aka The EMR)

Personal Health Record

Population
Care
Management

Research



Chronic Disease 
Management 
Systems (CDMS) were more 
effective at supporting 
Chronic Disease 
Management than 
Commercial EMRs

On a per-MD basis, CDMS 
required less investment of 
time, money and effort

CDMSs were significantly 
less expensive than EMRs

http://www.chcf.org/topics/chronicdisease/index.cfm?itemID=123057



Opportunity...

Who will be the application service provider
(ASP) for population care services to the Medical 
Home?

Who will be the knowledge service provider
(? KSP) for population care services to the 
Medical Home?



Critical Questions in the Pursuit of Optimism...
Can DM help evolve the value proposition for health to involve 
more than direct medical costs and returns?

A work in progress

Can DM succeed with government programs?
Yes- it has to... 

How does DM relate to “The Advanced Medical Home”
movement?

DM, probably more than anyone, already has the evidence 
base to better inform the  management of complex co-
morbid patients
Will DM fill the role of ASP (and “KSP” – Knowledge Service 
Provider”) for chronic care practice?   You decide!



Hope and Optimism Ultimately Aligned...
The Patient at the Center of Care

Illustration by Tom Benthin, Copyright © Kaiser Permanente


