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INTEGRITY RESPECT COMMITMENT CARING 

To do everything in our power  
to stand with our members 
in sickness and in health 

OUR PURPOSE  

EXCELLENCE 
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Health Care Spending 
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After Adjustment for Wealth, US Still Spends More  
Than Other Countries 
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Audience Participation: 

Americans are sicker 
than Europeans.  

FALSE. 

Source: Medical Expenditure Panel Survey, 2005; Decision Resource 2006; McKinsey Global Institute analysis 
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But the US is Not as Sick as Europe 
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Audience Participation: 

TRUE. 

Higher prices are the #1 reason 
America’s health care spending is 
increasingly more than Europe’s.  

Sources:  
Health Affairs, Vol. 22, Number 3. 2003 Project Hope – The People-to-People Health Foundation, Inc. 
“Factors Associated With Increases in US Health Care Spending, 1996-2013.” November 7, 2017. JAMA.  
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Cumulative Change in Price, Utilization and Spending 
2012-2016 

Health Care Cost Institute: 2016 Health Care Cost and Utilization Report 

Utilization of most health 
care services remained 
unchanged or declined, 
both year-over-year and 
over the 2012-2016 period.  

Spending growth in each 
year was almost entirely 
due to price increases. 



Source: “Factors Associated With Increases in US Health Care Spending, 1996-2013.” November 7, 2017. JAMA.  

Spending in the U.S. Increased $930 Billion  
1996-2013 
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Health care spending 
increased by $933.5 billion 
from 1996 to 2013. Service 
price and intensity alone 
accounted for more than 50% 
of the spending increase. 
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Where 
Does Your 
Premium 
Dollar Go? 



Drug picture 



OECD Expenditure on Pharmaceuticals 
Per capita, 2013 (or nearest year) 

1. Includes medical non-durables (resulting in an over-estimation of around 5-10%). 
2. Excludes spending on over-the-counter medicines. 

 
Source: OECD Health Statistics 2015, http://dx.doi.org/10.1787/health-data-en. 

The U.S. spends more money 
on pharmaceuticals per person 
than any other country. 
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Costly New Specialty Drugs  
Are a Major Driver of Increased Health Spending 

There was a 30.9% increase 
in spend for specialty 
medications, the highest 
specialty drug trend ever 
recorded.  



U.S. Drug Prices are 50% Higher for Comparable Products 
Average price gap is nearly 120% due to usage patterns 
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Are these ERs or Urgent Care Centers? 
The answer matters. 
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A Texas Problem:  
Freestanding Emergency Rooms 
• 75% of all patients seen at FSERs  

can be seen in urgent care 

• $2,200 vs $168 average cost 

• Deliberate confusion of patients 

 

 

(As seen on the website of an out-of-network FSER) 

Comparing Utilization and Costs of Care in Freestanding Emergency Departments, 
Hospital Emergency Departments, and Urgent Care Centers 

Vivian Ho, PhD*; Leanne Metcalfe, PhD;  Cedric Dark, MD, MPH; Lan Vu, BS; Ellerie 
Weber, PhD; George Shelton, Jr., MD, MPP; Howard R. Underwood, MD, FSA 

The price you pay could  
depend on the time of day. 
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Where You Go Matters – Top 10 Dx 

Diagnosis Hospital ER 
Freestanding 

ER 
Urgent Care 

Clinic 
Retail 
Clinic 

 Headache $2,214  $2,472  $170  $80  

 Urinary Tract Infection, Site $1,987  $1,579 $151  $66  

Other and unspecified, Site $2,527  $2,729  $158  $77  

Acute Bronchitis $1,298  $1,611  $175  $77  
Acute Upper Respiratory 

Infection $872  $1,127  $162  $82  

Dizziness and Giddiness $2,696  $3,026  $167  $70  

Acute Pharyngitis $888  $1,331  $166  $86  

Nausea with Vomiting $2,257  $2,126  $169  $77  
Unspecified Essential 

Hypertension $1,872  $2,024  $142  $63  

Lumbago $1,482  $1,814  $159  $66  

Average Cost to Treat (per claim) 

19 



Consumer Education 
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A recent driver of 
higher facility prices is 

hospital 
consolidation. 

 

Physicians control 
costs much more 

effectively when they 
are independent. 
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Robert Wood Johnson 
Foundation Study: 
The Impact Of Hospital 
Consolidation Hospital consolidation 

generally results in higher 
prices 
Hospital competition 
improves quality of care 

Physician-hospital 
consolidation has not led 
to either improved quality 
or reduced costs 

SUMMARY OF KEY FINDINGS 
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“Increases in physician-
hospital integration from 2008 
through 2012 were associated 
with increased spending and 
prices for outpatient services, 
with no accompanying changes 
in utilization that would suggest 
more efficient care from better 
care coordination and 
economies of scale.”  

JAMA Intern Med. Doi: 10.1001/jamainternmed.2015.4610 
Published online October 19, 2015. 
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Bringing value 
to health care 
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VALUE 

QUALITY 

COST 

• Achieve better outcomes  
• Increase safety  
• Improve satisfaction 

• Reduce avoidable medical spending 
• Decrease total cost of care 

Redefining Value in Health Care 
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Providing accountable care 

Outcomes 
• Improve the individual experience of care 
• Improve population health 
• Reduce the cost of health care for populations 

Processes 
• Oversee the provision of clinical care 
• Coordinate the provision of care across the 

continuum of health services 
• Invest in and learn to use appropriate IT to 

manage population health 

Structure 
• Accountability for the measured health of a 

population 
• Align incentives to encourage the production of 

high quality health outcomes 

27 



Accountable Care Organizations 

• Provider (e.g., hospital or large physician group) 
agrees to attempt to manage a population of patients 
and decrease costs while maintaining or improving 
quality. 

• If ACO achieves quality benchmarks, it shares in any 
cost savings. 

• Private payers attempting to move providers into  
“ACO-type” contacts. 

• There’s not just one ACO model. 
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Independent Physician ACO 
• Hospital ACOs can be double edged 

• “Fill the beds.” vs “Keep them well and out of the 
hospital.” 

• Independent Physician ACOs can create 
well aligned incentives, as the physician 
and colleagues are responsible for 
quality of care as well as cost. 
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What is the most clinically 
and financially effective 

way to manage an illness? 
 
 

To prevent it!! 
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How to  
Stay Healthy 
Just some quick tips from  
your friendly neighborhood doc 
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Quit Smoking 

“There is a significant drop in the rate of acute 
myocardial infarction hospital admissions 
associated with the implementation of strong 
smoke-free legislation.” 

@DrBobMorrow 



Cut Back on Sugars 

33 

“The Dietary Guidelines Advisory Committee, which convenes every five 
years, followed the lead of other major health groups like the American 
Heart Association that in recent years have backed away from dietary 
cholesterol restrictions and urged people to cut back on added sugars.” @DrBobMorrow 



Exercise (at least a little) 

34 
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Leisure Time Physical Activity  
of Moderate to Vigorous Intensity and Mortality 

35 

“Combined together, a lack 
of activity and a high BMI 
were associated with 7.2 
years of life lost relative to 
meeting recommended 
activity levels and being 
normal weight.” 

For comparison, long term cigarette smoking reduces  
life expectancy by approximately 10 years. 

20-40 minutes of  
Brisk walking/day 

“Leisure Time Physical Activity of Moderate to Vigorous Intensity  
and Mortality: A Large Pooled Cohort Analysis.” PLOS Medicine. Nov. 6, 2012.  
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High BMI 

Sources:  
1. “21st-Century Hazards of Smoking and  Benefits of Cessation in the United States”  N Engl J Med 2013;368:341-50. DOI: 10.1056/NEJMsa1211128 
2. “Physical fitness and all-cause mortality. A prospective study of healthy men and women.” JAMA. 1989 Nov 3;262(17):2395-401. 
3. “Body-mass index and cause-specific mortality in 900 000 adults: collaborative analyses of 57 prospective studies” Lancet 2009; 373: 1083–96  

1 2 3 



Be a good shopper 

27 



Source: Blue Cross and Blue Shield Association 
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Consumers pay as much as 
683% more for the same 
medical procedures, such as 
MRIs and CT Scans, in the 
same city, depending on 
the facility they choose. 

683% 
MORE 

Source: Change Healthcare 2011 Transparency Index Study 
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Provider Finder® and Cost Estimator 
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Take Home 
Points 

• The reasons that healthcare is so 
expensive is the prices. 
• Drug prices, hospital prices,  

and (in Texas) Freestanding ERs 

• For your personal lives: 

Smoking  

Fitness 

Obesity 

• If you want to lose weight, cut out 
processed carbohydrates. 
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