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Overview: Coverage, Cost, Outcomes, 
Caregivers, and LTC 

Challenges   
1. 50 million uninsured 
2. World’s costliest care 
3. Shorter lives, wider gaps 
4. Malconfigured doctors, 

hospitals 
5. Weak LTC coverage, financing

   

Opportunities 
1. ACA progress 
2. We already spend enough 
3. ? 
4. Train many more PCPs, 

preserve needed hospitals 
5. Mobilize care 

commensurate with need 
– Squeeze acute $s  to LTC 
– Two halves of bridge support 

each other 
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1.  Coverage 

• U.S. and other nations 
• Why don’t we cover everyone? 
• ACA advances and challenges 
• Real care delivery challenges 
• Can we cover everyone?  Will we? 
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Why don’t we cover everyone? 

• Have to move lots of money long distances 
– Cost of people already covered 
– Income inequality 

• Historical accident of relying on coverage via 
job 

• Weaker social + political commitment than in 
other rich democracies 

• Dislike of government 
• Stronger individualism 
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Real care delivery challenges 

• If people get new insurance cards, where will 
they go? 

• Do we have the doctor, hospital, other 
capacity? 

• Are they in the right places? 
• How to boost or shift capacity? 
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ACA:  Is access improving? 
Yes! 
• 50 million uninsured 

falls to 20-30 million 
• Medicaid and Medicare 

boost PCP fees, for now 
• Shrink Rx donut hole 

 

Maybe, but— 
• Soon, 250 million under-insured people?  

– Legitimize higher out-of-pocket costs 
• Maximum $6,000 - $12,000 out-of-pocket 

caps, if stay in-network 
• Cadillac tax + restrict Medi-gap coverage 

– Serious illness = bankrupt 
– Gaps in coverage persist 

• Dental – mental - LTC 
– Especially combined with growing income 

inequality 
• Will low Medicaid prices lead hospitals 

and doctors to cease serving Medicaid 
patients outside ERs?   

• Will ER crowding spark ACA backlash? 
• Narrow networks + changing eligibility 

= frequent disruptions of care 
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Access:  Prognosis 

• Financial coverage will help people 
• Newly-covered people will fight to retain 

insurance 
• Anger at PCP shortage, ER crowding, soaring 

OOPs 
• What can be fixed quickly? 
• What will take longer? 
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2.  Cost 

• 1 – 2 – 4 
• We spend enough—for what? 

– Next year—$3,000,000,000,000 
• Cost and income inequality 
• No market + ineffective government = ? 
• Why so little effective pressure to cut cost? 
• The OOP OOPS 
• Prognosis 
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How big? 
Which is health?  Education?  Defense? 
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Is cost under control? 
Yes 
• Fear of public review 

makes insurers cautious 
about raising premiums 

• 85% MLR / care share 
• EHRs 
• Primary prevention 
• Population health 
• ACOs 
• Pay for value not volume 

Not yet 
• Patients seek less care 

• Economy 
• Higher OOPs 

• We’ve heard this song 
before, often 

• Costs plateau and spike 
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Will a weak economy and 
increasingly unequal income  

be able to float  
higher health care spending? 



What if health care revenue 
(Medicare, Medicaid, employers, OOP)  

is too little 
to finance business as usual?   

< Stall speed 
Brownout 

What will change?   
Who will be affected?   

In what ways? 
19 June 2014 19 
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U.S. costs are high internationally despite 
• Much younger people  
• Health workforce still largely non-unionized 
• Outcomes inferior—and slipping—relative to 

other rich democracies 
– They generally use more tobacco and alcohol 
– Outcomes gap long antedated our obesity 

problem 
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Market, government, and 
professionalism 

• Governments are good at writing checks to 
finance coverage 

• In the U.S., markets and governments have 
been bad at  
– Containing cost 
– Improving appropriateness/quality 
– Reconfiguring caregivers 

• Professionalism/fiduciary duty – what role? 
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A closer look at  
stubbornly high U.S. costs 

• Political failure 
• Market failure 
• Blame  

– Over-insurance 
– Patient behavior 

• Tout succession of gimmicks 
• Disdain elements that contain cost elsewhere 
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Political failure 
• Weak political pressure to limit cost 

– Caregiver power 
– Invisibility of cost of insurance through job 

• Treat cost control as technical problem, not 
political one 
—Rely on “objective” and “research-based” mechanical 

payment formulas like Medicare DRG-PPS and RBRVS 
—Not on political negotiations 

• Failure reinforces belief in government 
incompetence  
– Spurs non-rational zombie-like search for  

• Better gimmicks 
• Policy by spasm 
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Market’s seduction 

• When it works, it works very well, and without visible 
human or political interference 

• Market seeks equilibrium 
• For some, ideological preference 
• For others, only practical way to contain cost absent 

(unattainable) political action 
• If we can only get insurers or HMOs or hospitals to 

compete, prices will fall, pulling costs down also 
– But competition is a chess game, not one knock-out blow 
– So caregivers compete for a while and then merge, 

because that’s a lot easier and less worrying 

19 June 2014 26 



Market failure 
Not one of 6 market requirements satisfied in health care 
(darn!) 
1. Lots of small buyers and sellers, so market makes price 
2. Autonomous, independent providers and consumers 
3. Easy entry and exit 
4. Buyers and sellers have good, balanced information 

about price, quality 
5. Prices track cost, so buying by price and quality 

rewards efficient satisfaction of consumer demand 
6. Don’t trust anyone 
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In today’s health care world 

Generally incompetent governments 
+  
Market failure  
 
= ANARCHY 
 
This is arguably not good 
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Anarchy 
• Erodes patients’ medical security 

– Financial 
– Care continuity  

• Fails to contain cost safely 
• Invites employers to shed insurance 

– Boost OOPs to slow premium growth 
– Push workers into exchanges with vouchers 

• Promotes caregiver consolidation 
– Threatens some physicians and hospitals 

• Put on gang colors? 
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Blame over-insurance 
• “Moral hazard” perception 

• Good insurance prompts over-use of health care 
– Recreational surgery, polarized atoms, and ER indulgence 

• So boost OOPs  
• Cuts use indiscriminately 
• Tax on sickness 
• Boosts caregivers’ bad debt and collections fights 

• Pushed by tenured high-income health economists 
(and others) obsessed by “moral hazard” 

       “Impose a 20% coinsurance from first dollar to last” 
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Cost—prognosis 

Make patients shop by price and quality? 
• Very hard to get accurate prices 
• Quality – hundreds of measures – are they 

reported accurately?  Which ones are 
meaningful? 

• Besides, real question is not where to buy 
good quality care at low price.  It’s do we need 
the care?   

• They are telling us to “go play in traffic!” 
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Failure to identify, squeeze, recycle waste 
Four types of waste 
1. Clinical  

– Provide unneeded care because profitable 
– Lack of evidence on need, or failure to use it  
– Inefficiency 
– Low-quality care and costs of fixing it 
– Costs stemming from PCP shortage, reliance on costly hospitals 

2. Administrative 
– Complexity  
– Mistrust 

3. High prices throughout U.S. health care 
4. Theft  

– Perception that health theft is victimless 
– Weak/uneven enforcement 
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Chaos or equilibrium? 

Chaos 
• Incompetent market and government 
• Weakening professionalism 
• Glib, opportunistic slogans in place of 

sustained engagement and accountability 
• Patient sometimes becomes means to 

caregiver’s—or payer’s—financial end 
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Chaos or equilibrium? 

Equilibrium 
• Accountable care for populations 
• Caregivers configured accordingly 
• Budgets and trade-offs 
• Pathology is remorseless but dollars are finite 
• Medical security = confidence I’ll get needed, 

competent, and timely care without worrying 
about the bill, losing coverage, or fearing 
bankruptcy 
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How do all other rich democracies 
contain health care costs? 

• Decide how much to spend – in light of 
economic and political factors 

• Pool money in one reservoir 
– Budgets to hospitals  
– Negotiate fees with doctors to attain target 

incomes 

• Cover everyone 
• Go forth and spend carefully, weed out waste 
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3.  Outcomes 

• Quality vs. appropriateness vs. outcome 
• Measurement and reporting? 
• Pay for reporting and for performance 
• Alternatives 
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Quality, appropriateness, outcomes 

• Quality – technical proficiency – clean 
scalpels, right technique 

• Appropriateness – patients get right services, 
needed to diagnose and treat 

• Outcomes – longer lives, less disability, pain, 
or worry 
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Can quality protections  
modulate financial incentives? 

• Cost and efficiency are relatively easy to measure 
• Quality has hundreds of measures—which are 

valid? 
• Who guards the guardians? 

• Especially if they profit when “quality” is high 
• Caregivers generate the data used to measure quality 

of care (and also efficiency) 
• If motivated, they can game the data, shifting 

mistrust to a different plane 
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Half of all hospitals or doctors  
(or speakers) are below average! 
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4.  Caregiver configuration 

• The care we get depends greatly on the 
caregivers we’ve got 

• Primary care meltdown 
• Hospital malconfiguration 
• Prospects for doing better 
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Why is primary care like the weather? 

 
Because everyone talks about it but - - - - 
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Primary care is vital 
Enough, well-distributed PCPs make for  
• Equitable access 
• Lower cost 
• Coordination and continuity 

– Especially for people who are very ill or disabled 
– Primary care – health care’s centripetal force 

• Bedrock of trust– a patient’s personal 
relationship with a good doctor (or NP?) 
– Even better than a good EHR? 
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The U.S. PCP shortage is real 

• International differences 
• PCP share of U.S. physicians falls steadily 
• Shortage much worse in many states 
• Even bigger differences within states 

– Rural 
– Urban 
– Racially 
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U.S. – OECD PCPs/1,000 People 
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U.S. OECD – 30-nation median 

Practicing physicians/ 
1,000 people 2.4 

 
3.3 

 

Share in primary care 1/3 
 

1/2 
 

PCPs / 1,000 people 0.8 
 

1.6 
 

Non-PCPs/1,000 people 1.6 1.6 
 
Source:  OECD, Frequently Requested Health Data, October 2012, http://www.oecd.org/els/health-systems/oecdhealthdata2012-frequentlyrequesteddata.htm;  Health United 
States, 2011;  and various  estimates of PCP share in other nations.   

 

http://www.oecd.org/els/health-systems/oecdhealthdata2012-frequentlyrequesteddata.htm
http://www.oecd.org/els/health-systems/oecdhealthdata2012-frequentlyrequesteddata.htm
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Figure:  Needs-adjusted Probability of a Doctor Visit in Last 12 Months,  
by Income Quartile, 2009 (or latest year) 

 
Note:  Denmark reports three months of data only.   
 
Source:  Marion Devaux and Michael de Looper, Income-related Inequalities in Health Services 
Utilisation in 19 OECD Countries, 2008-2009, OECD Working Papers, No. 58, 2012, p. 17.   
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300,000 * $300,000 
• Pay 300,000 FTE PCPs $300,000 annually 

– Incremental cost < $45 billion (1.5% health spending) 
– < $150 / American 

• Drop panel size to about 1,000 – concierge for all 
– Old-fashioned alternative to patient-centered medical 

home’s team model 
– Time for phone calls, e-mails, chronic care case 

management, health education 
– Over time, attract more physicians to primary care 
– Need for many more PCP residency positions 
– Divert many new USMGs from specialties 
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Do rich hospitals deserve to be rich?  
(Sometimes) 

Rich hospitals 
• Lots of privately insured patients 
• Located in White area 
• Treat profitable diagnoses 
• Lots of doctors, many salaried 
• Efficient? (No evidence) 
• Endowment, gifts 
• Market power to boost prices 
• Reputation? Attract patients 
• More political power  
• Fair reward by real market?            

OR  self-sanctification – profits 
without honor? 

Poor hospitals 
• Lots of Medicaid, uninsured  
• Located in Black area 
• Many unprofitable diagnoses 
• Vanishing private doctors 
• Weak management? 
• Lack money to renew capital 
• More competitors/low prices 
• Poor perceived quality 
• Usually less power 
• Game is rigged? 
• Self-blame 
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Hospital profitability varies 
enormously across states, with 
little apparent justification.  
Variation within states seems to be 
even greater. 
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Predicting Hospital Closings, 1980–2010 

• Of 608 hospitals in 52 cities in 1980 
– 291 (48%) closed by 2010 

• Which hospitals were likelier to close? 
– Smaller hospitals and non-teaching hospitals 
– In more heavily black neighborhoods 
– Less wealth relative to volume of care 
– Lower occupancy rate 
– More hospitals nearby 

• Efficiency didn’t matter 
 

55 19 June 2014 



56 

Closed 2003 - 2010 

19 June 2014 



COST 
• Fewer hospitals   
• fewer competitors   
• less price competition   
• higher prices  
• higher revenue for surviving hospitals   
• enables them to incur higher costs. 
 

• Teaching hospitals’ growing share of hospital beds 
• Growing tendency to care for our lower-income 

urban patients in the world’s costliest teaching 
hospitals 
– Puts added cost pressure on Medicaid 
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Doing better 

• PCPs 
– Boost income 
– Drop panel size to 1,000/doctor 

• Hospitals 
– Each state must list hospitals and ERs needed to 

protect the health of the public 
– Right mix of teaching/non-teaching 
– And make sure they get enough money to cover 

cost of efficient provision of needed care 
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5.  Long-term care 

• Aims—what are we trying to accomplish? 
• Financing:  Finding the money to pay for needed care 

– Private vs. public 
– Money vs. housing 
– Welfare vs. social insurance 

• Balanced care delivery 
– Home and community-based services 
– Duals demonstrations 

• Mobilization of resources commensurate with need 
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Long-term care 

1. Great share of elders/disabled people want to 
live at home but the great share of public $s pay 
for institutional care 
– How explain that disjunction in a democracy? 

2. About 80% of LTC now provided by unpaid 
family/friends. 
– Families may become less available, able, or willing to 

help in future 
– But a small drop in the 80% share could result in  a 

large proportionate rise in publicly-financed share 
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More LTC 
3. U.S. elder population share ~13%, while many 

rich democracies approaching 20% 
4. Yet most of the others provide broad public 

financing for LTC  
– How do they do it? 

• Political pressure from lots of elders/families 
• They spend much less on acute care so have money left 

over 
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5.  Very little innovation in LTC 
financing or delivery 

• Merge M’care + M’caid $s 
– Bob Master’s been doing 

this for 4 decades    
– Can others do it also? 
– On large scale in duals 

demonstrations? 
– Can it be done safely by 

for-profit businesses? 
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Still more LTC 

5. Very little innovation in LTC financing or 
delivery (continued) 
– Private LTC insurance—sometimes helpful,  but 

increasingly unstable 
– Housing supports, multi-generational living 
– Reverse annuity mortgages—check the fees and 

real payouts!  Threw FHA into deficit for first time! 
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Two sides of stone bridge 
6. Paid and unpaid help are  complements, not 

alternatives 
•  Mobilize time by banking it—when can, and get 

help when need—create a parallel economy of 
reciprocity 
– And social insurance for in-home and institutional 

care 
– Easier for other rich democracies, since their income 

distributions are more balanced    more solid floor 
under living standards 
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