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Goals of Todayôs Presentation

ÅHow to Eliminate the Federal Deficit

ÅHow to Reduce Employersô Healthcare 
Spending and Premiums

ÅHow to Improve Care for Patients and 
Get Employees Back to Work Faster

ÅHow to Make Physicians and Hospitals 
More Profitable
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Healthcare Spending Is the 

Biggest Driver of Federal Deficits

Source:

CBO 

Budget Outlook 

August 2012

46% of 

Spending

Growth is 

Healthcare
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Federal Cost Containment

Policy Choices

MEDICARE
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If Itôs A Choice of Rationing or 

Rate Cuts, Which is More Likely?

MEDICARE
SPENDING

SERVICES
TO SENIORS

FEES TO
PROVIDERS

= X

Cut Services

to Seniors?

Cut Fees to

Providers?

Guess which one 

theyôll try to reduce?
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What Other Industry Tries to Cut 

Pay for Key Professionals by 25%?

Physician
Practice 
Costs

Physician
Payment
Increases

If Sustainable 
Growth Rate Cut 

Is Made
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Government Cuts Lead to 

Cost-Shifting to Private Payers

Source: Avalere Health analysis of American Hospital Association Annual Survey data, 2008, for community hospitals. 

Medicare

Medicaid

Private Payer

70%

80%

90%

100%

110%

120%

130%

140%

88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08

Hospital Payment-to-Cost Ratios 

for Private Payers, Medicare, and Medicaid, 1988 ï2008



8©  2009-2014 Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Cost-Shifting to Private Insurance 

Makes Businesses Uncompetitive
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Public and Private Health Expenditures as a 
Percentage of GDP, 

U.S. and Selected Countries, 2008
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Public
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Source: Organisation for Economic Co-operation and Development (2010), "OECD Health Data", OECD Health Statistics(database)
Notes: Data from Australia and Japan are 2007 data.  Figures for Canada, Norway and Switzerland, are OECD estimates.  Numbers are PPP adjusted.
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to Employees
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What We Need:
A Way to Reduce Costs 

Without Rationing or Fee Cuts
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What We Need:
A Way to Reduce Costs 

Without Rationing or Fee Cuts

It Canôt Be Done from Washington;
It Has to Happen at the Local Level, 

Where Health Care is Delivered
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Reducing Costs Without Rationing:

Can It Be Done?
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Reducing Costs Without Rationing:

Prevention and Wellness
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Reducing Costs Without Rationing:

Avoiding Hospitalizations
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Reducing Costs Without Rationing:

Efficient, Successful Treatment
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Reducing Costs Without Rationing:

Is Also Quality Improvement!
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How Big Are the Opportunities?
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5-17% of Hospital Admissions

Are Potentially Preventable

Source:

AHRQ

HCUP
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Millions of Preventable Events 

Harm Patients and Increase Costs

Medical Error

# Errors

(2008)

Cost Per 

Error Total U.S. Cost

Pressure Ulcers 374,964 $10,288 $3,857,629,632

Postoperative Infection 252,695 $14,548 $3,676,000,000

Complications of Implanted Device 60,380 $18,771 $1,133,392,980 

Infection Following Injection 8,855 $78,083 $691,424,965 

Pneumothorax 25,559 $24,132 $616,789,788 

Central Venous Catheter Infection 7,062 $83,365 $588,723,630 

Others 773,808 $11,640 $9,007,039,005 

TOTAL 1,503,323 $13,019 $19,571,000,000

Source: The Economic Measurement of Medical Errors, Milliman and the Society of Actuaries, 2010 

3 Adverse Events Every Minute
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Many Ways to Reduce Tests & 

Services Without Harming Patients


