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~ Herbert Stein

Economist & Presidential Advisor



National Health Expenditures per Capita

2

$147 $356 

$1,110 

$2,853 

$4,878 
$5,240 

$5,682 
$6,098 

$6,458 
$6,827 

$7,198 
$7,561 

$7,845 
$8,086 

$-

$1,000 

$2,000 

$3,000 

$4,000 

$5,000 

$6,000 

$7,000 

$8,000 

$9,000 

1960 1970 1980 1990 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

$
 I

n
 B

ill
io

n
s

National Health Expenditures per Capita and Their Share 
of Gross Domestic Product, 1960-2009
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NHE as Share of GDP

Source: Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group, at http://w w w .cms.hhs.gov/NationalHealthExpendData/  

(see Historical; NHE summary including share of GDP, CY 1960-2009; file nhegdp09.zip).
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Total Health Expenditures Per Capita and Years Life Expectancy, 2008
U.S.= $7,538

OECD= $3,010

United States to Other Country Comparison
Health Expenditures Per Capita and Life Expectancy
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Source: Organisation for Economic Co-operation and Development (OECD) Statistics 

Data submitted to the Organisation for Economic Co-operation and Development

U.S. ranks highest in cost per capita, at nearly 2.5 times the average, and ranks 20th in life 

expectancy, 1.2 years lower than the average.

Life Expectancy (yrs)



Additional Multinational Comparison
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Source: The Commonwealth Fund, June, 2010

June 2010

a study by the 

Commonwealth Fund

United States ranks last
Safe Care

Efficiency

Access

Equity

Healthy Lives

Costs



Healthcare Spending Concentration
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Concentration of Health Care Spending in the 
U.S. Population, 2007 

(Ó$44,482)(Ó$15,806)(Ó$8,716)(Ó$5,798)(Ó$4,064)(Ó$786)(<$786)

Percent of Population, Ranked by Health Care Spending

Note: Dollar amounts in parentheses are the annual expenses per person in each percentile. Population is the civilian noninstitutionalized population, including those without any health care 

spending. Health care spending is total payments from all sources (including direct payments from individuals, private insurance, Medicare, Medicaid, and miscellaneous other sources) to 

hospitals, physicians, other providers (including dental care), and pharmacies; health insurance premiums are not included. 

Source: Kaiser Family Foundation calculations using data from U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, Medical Expenditure Panel Survey 

(MEPS), 2007.

Nearly 50%
of U.S. health care spending

is concentrated in

5% of the population

97%
of U.S. healthcare spending is 

concentrated in 

50% of the population



The Uninsured

Average Percent Uninsured by State, 2008 ς2009
US Average, 2009 = 16.7%
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RI 12.1%

DE 12.2%

DC 11.2%
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Source:  Kaiser statehealthfacts.org - Urban Institute and Kaiser Commission on Medicaid and the Uninsured estimates based on the Census Bureau's March 

2009 and 2010 Current Population Survey (CPS: Annual Social and Economic Supplements).



Healthcare Reform
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Are we confused yet?

How óbout now?



Public Law No: 111-148 ïPatient Protection and Affordable Care Act

Healthcare Reform
Patient Protection and Affordable Care Act
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Payment Cuts

ÅApproximately $148 billion in 

Medicare reimbursement cuts over 

10 years.

ÅMarket basket update reductions 

and productivity adjustments begin 

in FY2012.

ÅMedicare and Medicaid DSH cuts 

begin in FY2014.

ÅIndependent Payment Advisory 

Board to recommend cost 

reductions starting in 2020
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Aligning Payment with Outcomes

ÅValue-based purchasing (VBP) to tie 1% of Medicare 

reimbursement to performance on quality and outcomes 

measures (scales to 2% in 2017); AMI, heart failure, 

pneumonia, SCIP, patient satisfaction.

ÅReadmissions policy to cut up to 3% of all inpatient  

Medicare reimbursement based on excess readmissions 

(cuts payments by $7.1 billion over 10 years). Initially AMI, 

CHF, PN; expands to COPD, CABG, PTCA and other 

vascular in 2015

ÅReduced Medicare payments by 1% for hospitals in the 

highest quartile of hospital-acquired infections starting in 

2015 (cuts payments by $1.5 billion over 10 years). HAIs, 

CL-BSI, Cdiff, MRSA, CA-UTI, VAP, SSI
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Delivery System Reforms

Å Accountable Care Organizations (ACOs)
ïDepartment of Health and Human Services (HHS) to 

establish shared savings program that promotes 

accountability and encourages high quality and 

efficient service delivery

ï Program must be in place by Jan 1, 2012 

ïRisk for a populationôs health

ïCMS may give preference to ACOs already 

contracting with the private market

Å Bundled Payments
ï Acute care, physicians, post-acute

ï Voluntary Medicare pilot bundled no later than 2013

ï Episode of care: 3 days prior to admission and 30 
days following patient discharge for 10 conditions
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Healthcare Reform
Patient Protection and Affordable Care Act Timeline
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Address the 
Value 

Equation

Clinical Excellence

Service Excellence

Operational 
Effectiveness

At the lowest cost 
position

Align With 
Physicians

Medical Staff 
Education

Physician lead PI 
teams to address 

VBP

Clinical Integration 
via employment & 

virtual  models

EMR Implementation

Transforming 
the System 

of Care
Reduce variability & 

resource 
consumption

Reduce 
readmissions

Lower LOS

Care continuum

Optimize 
Revenue

Revenue cycle

Service portfolio

Pricing strategy

Accountability for Care

Move from transaction-
oriented to outcome-

oriented

Become ñaccountableò for 
outcomes and costs for a 

population

Coordinate episodes of 
care and providers

The Pillars of Success in the Era of Reform
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What is an ACO?

Accountable Care Organizations (ACOs), while still evolving, are expected to 

connect groups of providers who are willing and capable of accepting 

accountability for the total cost and quality of care for a defined population.
-- Premier healthcare alliance

Payer Partners

Ʒ Insurers

Ʒ CMS

Ʒ Employers

Accountable Care Organizations
CMS proposed rule ïMarch 31, 2011

ñA group of providers and suppliers of 

services (e.g. hospitals, physicians and 

others involved in patient care) that will 

work together to coordinate care for the 

Medicare fee-for-service beneficiaries 

they serve.ò
-- CMS proposed rule definition
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ACO CEO

COO CFO CMO CNO CQO

Payer Partners

People Centered Foundation

will ensure that the first principle for 

AC design and ongoing operations is 

to enable all people within the AC 

community to meet their needs and 

desires for good health. 

Health Home redesigns primary 

care to  create a new PCP model 

that provides people centric care as 

well as care guidance to the 

practice population.

Payer Partnerships - focused on the 

framework necessary for an ACO to 

develop and maintain mutually 

advantageous relationships with AC 

payer partners (plans and employers).

AC Leadership addresses the 

strategic leadership and 

operational infrastructure 

necessary to support a successful 

AC that is organized around Triple 

Aim goals.

Population Health Data Management

facilitates the flow and analysis of 

clinical, financial, and patient related data 

and information across all components of 

the AC system. 
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High Value Network delivers 

provider networks that will 

optimize care delivery within and 

across the continuum and 

ensure that care is coordinated.

Complete view of accountable care



Models of Accountable Care
Premier healthcare alliance ïAccountable Care Implementation Collaborative
ñEarly Adoptersò
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http://www.google.com/imgres?imgurl=http://upload.wikimedia.org/wikipedia/en/thumb/e/eb/HackensackUniversityMedicalCenter_logo_sm.jpg/200px-HackensackUniversityMedicalCenter_logo_sm.jpg&imgrefurl=http://en.wikipedia.org/wiki/Hackensack_University_Medical_Center&usg=__s9zDbY3pFOB_Te6LYpnKXn2ppgs=&h=216&w=200&sz=14&hl=en&start=2&sig2=f9L3juLQUGVNBVmVNHXZ_w&zoom=1&tbnid=MaycjYiz0oj2GM:&tbnh=107&tbnw=99&ei=RdV_TLTqHcK78gbQ6slw&prev=/images?q=hackensack+university+medical+center&um=1&hl=en&sa=N&rlz=1G1GGLQ_ENGB377&tbs=isch:1&um=1&itbs=1
http://www.ingeniousmed.com/i/first_health_of_the_carolinas.jpg


Models of Accountable Care
Premier healthcare alliance ïAccountable Care Readiness Collaborative
ñBuilding for the Futureò
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http://www.lpb.org/programs/senate2004/lgmc_logo.gif
http://www.google.com/imgres?imgurl=http://www.einstein.edu/rx_images/yourhealth/new_topleft15761.gif&imgrefurl=http://www.einstein.edu/yourhealth/geriatrics/norc/article15577.html&usg=__jVIflAUEX8O0TlaFHcGF9Upp9J0=&h=65&w=256&sz=3&hl=en&start=1&sig2=ru8EYawJgOZ7EPRlyjZLOw&zoom=1&tbnid=LQJ4nZPfaGmvKM:&tbnh=28&tbnw=111&ei=7g-ATOjqDMOBlAfIwcGIDg&prev=/images?q=Albert+Einstein+Healthcare+Network&um=1&hl=en&rlz=1G1GGLQ_ENGB377&tbs=isch:1&um=1&itbs=1

