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The “Burning Platform”

Healthcare is too expensive
Consolidated markets

Healthcare transformation
Increasing demand for transparency

Pricing confusing, variable, and not
understood

K O

Rewards to those who deliver value
with a lower total cost of care
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Does medical care cost too
much?




Since 1980, the gap has widened between U.S. health
spending and that of other countries

Total health expenditures as percent of GDP, 1970 -2012
@ United States France Metherlands Austria Switzerland Belgium Germany

Canacla Sweden Japan United Kingdom Australia P Average

Source: Kaiser Family Foundation analysis of 2013




On average, larger shares of household budgets are
devoted to health expenses than 10 years ago

Average portion of household budget devoted to health (nonelderly families), 2002-2012

@ Cut-of-pocket costs i Insurance premiurmns

Source: Kaiser Family Foundation analysis of Consumer Expenditure Survey



About 1in 10 adults report that they delayed or did not
get care because of its cost

Percent of adults who reported delaying or going without care due to costs, 2013
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Landscape:

Where the money goes...

The Nation’s Health Dollar ($2.9 Trillion),
Calendar Year 2013: Where It Went

Government
Administration and the
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Private Insurance Subsidizing Loss In Medicare Insurance

Medicare spending per capita

A lot of what we know about health

: PER-CAPITA COST
care costs comes from Medicare data.

-

Source: NYT Dec. 2015: Quealy & Sanger-Katz
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Private insurance spending per capita

But a new study suggests that places
spending less on Medicare do not
necessarily spend less on health care
over all.




Do you get what you pay for?
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U.S. Health Care Quality

Overall Health Care Ranking
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The U.S. has the lowest life expectancy at birth among
OECD comparable countries
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Source: OECD Health Data Statistics




Disease burden is higher in the U.S. than in comparable
countries

Age standardized disability adjusted life {DALY) rate per 100,000 population, 2010

United Kingdom 20384
Belgium 20314
France 19860
Austria 19782
Germany 19527
Metherlands 19480
Canada 19392
Australia 18701
Sweden 18546
Switzerland 17877

Japan

0

Source: Institute for Health Metrics and Evaluation




The U.S. has higher rates of medical, medication, and lab
errors than comparable countries

Percent of sicker adults who have experienced medical, medication, or lab errors in past two years, 20
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The average price of an MRI in the U.S. is significantly
higher than in other comparable countries

Average price of an MRI(2013])
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The average price of an angioplasty or bypass in the U.S.
is higher than in other comparable countries

Average price of an Angioplasty (2013) Average price of Coronary bypass surgery (2013

$30,000 580,000
575,345

570,000
525,000

560,000

520,000
§50,000

542,130
515,000 540,000

510,897 $30,000

$10,000

20,000
? 515,742

510,000

$0

MNetherlands Australia Switzerland United States Netherlands  Switzerland Australia United States

Source: International Federation of Health Plans 2013



The average price of Nexium in the U.S. is almost 3 times
more than the average price in Switzerland

Average Price, 2013
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Price variation in our own back vard

e Back Surgery
= Virginia Mason - $15,000
= Yakima Regional Medical Center- $46,000

Data from Washington Health Alliance Oct 2014
* Knee or Hip Replacement
= Wenatchee Valley Hospital - $23,000

= MultiCare Good Samaritan (Puyallup) - $92,000
Data from Washington Health Alliance Oct 2014

Vast disparities in hospital charges

" Average spread in Seattle between highest and lowest
charges for similar treatments - $37,835
Data released by Medicare June 4, 2015




We want the same thing

* What want: high quality, affordable care that keeps
their employees healthy.

— Not the pressure of paying more and more for care

* What want: high quality, affordable care that keeps
themselves and their families healthy.

— Not the pressure of paying more and more for care

* What want: high quality, affordable care that keeps
their patients healthy.

— Not the pressure of doing more and more to get paid



Key Levers

* Transparency
* Clinical models
* Benefit design and financing



http://www.cbn4.com/2015/11/19/pm-skerrit-bats-for-regional-health-insurance-programme/

Transparency — demand it




Transparency = Informed S Decisions

* Patients are increasingly paying a
bigger share of their healthcare bill

e Patients can make informed decisions
when they know cost

* Competition will help drive down
prices if patients can see prices in
advance




Transparency = Informed Quality
Decisions

2015 Washington Health Alliance Community Checkup

Washington has a long way fo go to consistently be Variation by county, medical group and Too many patients in Washington ore not

in the top 10 percent of performance nationally in clinic is o persistent problem in the delivery receiving the evidence-based care that they need
the delivery of high-quality health care. of health care. to remain healthy and manage their conditions.
For many measures, there has been little Local successes prove thot delivering The Common Measure Set and transparency
improvement over time. high-quality health care is an achievable helps us to collectively understand our current

goal here in Washington. performance and target areos for improvement.

Source: Washington Health Alliance
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Insist on the right clinical models
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Integrated Behavioral Health

* Patients with chronic health issues are more prone to
mental health challenges (i.e. depression, anxiety)

* Integrated BH means interventions are more accessible,
more acceptable and more actionable for patients.

* Unfortunately copays for behavioral health services are
higher than for primary care services even though....



It works!

* Boeing healthcare pilot: team care approach
for employees who were highest users of
nealthcare services

* Integrated behavioral health into care team

e Results: 20% reduction in costs, 50%
reduction in missed work days

Boeing health care pilot project cut costs
20 percent - and improved care

Updated: Apr 24, 2010, 12:32am PDT

An innovative health care pilot quietly completed by the
Boeing Co. in the Puget Sound region shows promise as a
maodel for treating patients with multiple conditions —
improving their health, cutting the cost of their care, and
changing how care is paid for,

so successful that the compan



Prescription Management

Science, not marketing, influences prescribing
Generic drugs save money
At TEC generics are prescribed 92% of the time

Savings: $100 million a year




Imaging Management

Before providers order imaging (i.e. MRI) protocols must be
met

Protocols are based on scientific evidence

At TEC unnecessary scans were reduced by 39%

Savings: $3.2 million annually

$$9




Care Programs for Complex
Patients

20 percent of patients consume more than 70 percent of
healthcare resources

Innovative care programs control costs

Innovative care programs improve outcomes and prevent
unnecessary trips to the hospital:

» Partners in Palliative Care

» Boeing Intensive Outpatient Care Program

» Advanced Care Coordination $ s $ s




Demand better benefit design
and care financing
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Benefit Design

* Benefit design needs to be alighed with value
based reimbursement, out of pocket costs and
selection of tiered networks

* Behavioral Health needs to be part of primary
care benefits

* |nnovative care programs for complex patients
need to be part of benefit design



We need to change how
providers get paid

 Move away from payment system based on

volume (fee for service)

 Pilot contracts that pay providers for value
(keeping patients healthy)

 Incentivize for reaching highest guality

standards



If | were you....

Insist on transparency

Use your market power to pay for value, not
volume

As purchasers, you can demand it. Providers
can’t make this change on our own.

Insist on more from the delivery system, it
needs to perform



Value: everyone benefits

— Employees/patients get high-value care

— Purchasers get reduced costs and improved
productivity

— Providers get to focus on keeping their patients
healthy instead of constant pressure to do more
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