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The Alliance for Health Reform, with support from the United Health Foundation, held a briefing in the Columbus Club at Union Station. The briefing looked at ways in which health care quality improvements can lead to measurable savings in health care costs.
Ed Howard, executive vice president at the Alliance, extended a welcome from Senators Rockefeller and Collins to those in attendance. He thanked Dan Johnson, head of the United Health Foundation, and Dr. Reed Tuckson, executive vice president and chief of medical affairs at UnitedHealth for their support. Mr. Howard noted that while everyone is looking for ways to make health care more efficient, deficit-neutral coverage will not be sufficient to bend downward the upward curve of health care costs. He noted that this briefing was intended to address various proposals to reduce health care costs while increasing the value of care.
The first speaker, Len Nichols, director of the Health Policy Program at the New America Foundation, began by stating that this briefing addresses a set of hard choices about paying for reform. The $1.6 trillion that coverage expansion is expected to cost over 10 years amounts to less than 1 percent of GDP. But given public reaction to federal bailout spending, there is increased scrutiny to future health spending. It is important for the government to include efficiency measures in health reform to help offset the cost of expanding coverage, he said. Dr. Nichols laid out the pros and cons of three sources for financing health reform: tax increases, reductions in expenditures and “captured” savings from delivery system reforms. He then mentioned a group that he started, “Health CEOs for Health Reform,” and the white paper that it recently published. The group concluded that the government needs to make clear that fee-for-service is unsustainable and will not be profitable in the long run. Providers should be held responsible for quality and efficiency targets, he said. Dr. Nichols concluded his presentation by stating that reform is possible, but that the country will need real leadership if economic and fiscal sustainability are to be achieved.
The second panelist, Simon Stevens, executive vice president of the UnitedHealth Group and chairman of the UnitedHealth Center for Health Reform, began by stating his agreement with many of the points made by Mr. Nichols. He stated that coverage expansion is necessary but will not be sustainable unless it is matched by affordability measures. He referenced two studies by the UnitedHealth Center for Health Reform which looked at potential savings in both the administrative and delivery sides of health care. He said the studies show the administrative savings that are possible, highlighting three examples: the use of magnetic health insurance identification cards, which could save $18 billion over 10 years; monthly health statements, which could save $14 billion over 10 years if they replaced Explanations of Benefits and other mailings; and electronic payments, which could save $109 billion over 10 years. Mr. Stevens then noted 15 case studies in which Medicare savings could be achieved, with potential savings of $540 billion over 10 years. He noted that one cost-saving measure, a program to limit the number of patients transferred from nursing homes to hospitals, has the potential to save $166 billion.
The third speaker, Janet Marchibroda, discussed the health improvement and cost-reduction objectives undertaken by IBM, which provides health care for 415,000 people. From 2000-2003 IBM’s employee health care was costly, inefficient and lacking in accountability, transparency, disease prevention and care coordination, Ms. Marchibroda noted. She explained that the company’s benefits strategy was overly complicated and IBM’s per capita gross medical costs exceeded market benchmarks. She then discussed how the company, realizing that broad systemic reform was needed, transitioned to a system that was patient-centered, accountable and competitive. IBM’s comprehensive strategy contained four key components: employee-centered investment, including no-contribution medical and dental options; incentives for healthy choices, such as cash back for participating in physical activity or executing on a preventive care plan; focus on prevention and value, such as personalized electronic health management tools and free preventive care; and health care reform, such as joining a business coalition for retirees and the uninsured. Ms. Marchibroda gave examples of the success of IBM’s program. From 2004 to 2009, there were noticeable declines in employee health risks; generic drug utilization reached 96 percent without reducing options; and IBM’s total costs were at or below market. Ms. Marchibroda pointed out that from 2004-2009, IBM’s health care spending trend was 4.2 percent yearly, a 51 percent decrease from 2000-2003 when it was 8.5 percent. She concluded by saying that IBM has saved $1 billion in health care costs since 2004.
The fourth speaker, Gail Wilensky, addressed the difficulties in achieving meaningful, sustainable health reform. She began by looking at the major objectives of reform, which include expanding coverage without increasing the deficit, moderating spending and improving quality. She said that most people agree on these objectives; the disagreement comes when discussing how to achieve them. She said that one of the main disagreements is whether reforms can be implemented sequentially rather than simultaneously. Ms. Wilensky also said that it is important to consider whether it is reasonable to assume that there will be enough savings in proposals for the CBO to score. Ms. Wilensky noted that there will be issues with reform measures that are good in theory but difficult to implement. She mentioned the possibility of accountable groups in Medicare, and noted that while they are a good idea, it may prove difficult to get Medicare beneficiaries to sign up for these groups. Ms. Wilensky stated her biggest concerns with using savings to finance reform: If savings don’t materialize, is the “fall-back” position compatible with delivery reform or will it simply keep the traditional approach to Medicare and apply downward pressure on prices? Given the public’s reluctance for large scale spending in the wake of recent government bailouts, how much of a time disconnect between reform implementation and materialized savings is acceptable? Ms. Wilensky concluded by stating that reform is possible, but that it will require much learning and adaptation.
A lively question and answer session followed. 
