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Clinical Decision Support Works 

ÅPeer-review published study associates use of 
UpToDate by hospitals with: 

ïLower mortality ς 11,500 lives over three years 

ïShorter length of stay ς 370,000 fewer hospital 
days per year 

ïImproved quality ς for every condition on the 
Hospital Quality Alliance Metrics 

ÅSource: Journal of Medicine Early View, 11/11 
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Agenda 

ÇThe Healthcare Marketplace 

ÇLevel Set: Economist Remedies for Bending Cost Curve 

ÇIŜŀƭǘƘ wŜŦƻǊƳΩǎ tǊƛƳŀǊȅ Ψ/ŀǊŜΩ LƴƴƻǾŀǘƛƻƴΥ !/hǎ 

ÇMarket Dynamics to Watch 
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Health Care Expenditure Growth 



ADVANCING MEDICAL TECHNOLOGY - 10th Annual LifeScience Alley® Conference & Expo 

Economist Remedies for  
Bending Cost Curve 

ÁHealth economists find that technology is both good for 
society and huge cost driver. 

ÁStakeholders will/did not come clean over their past in 
an effort to say what is different this time. 

ÁActuaries find the best way to keep costs within general 
inflation is through catastrophic insurance. 

ÁAdvocating catastrophic insurance for all might be the 
surest way to a two year House of Representatives visit. 
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IŜŀƭǘƘ wŜŦƻǊƳΩǎ tǊƛƳŀǊȅ Ψ/ŀǊŜΩ LƴƴƻǾŀǘƛƻƴ 

ÇAccountable Care Organizations (ACOs) 

ÁHospitals with horizontals (e.g., physician group 
practices) and verticals (e.g., sub-specialty 
surgical theatres) 

ÁContract on per patient basis with health plan or 
employer. 

Á[ƛƪŜ ΨƻƭŘ ǎŎƘƻƻƭΩ Iahǎ ŜȄŎŜǇǘ ƘƻǎǇƛǘŀƭ ŘǊƛǾŜƴ 

ÁaŜŘƛŎŀǊŜ tƛƻƴŜŜǊ ΨtƛƭƻǘǎΩ ŦƻǊ !/hǎ 

ÁLittle track record for success other than Mayo 
Clinic and Kaiser Permanente emulation. 
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Problem on the Horizon: The ACO Slow Waltz of Fear 
and Loathing  

Insurers (Public & Private) Providers (Hospitals & Docs) 

ÇWe need Fee for Service (FFS) 
claims to make our systems 
work. 

Ç How will we measure 
performing exactly? 

ÇOK. Great. Give us that and the 
FFS data and we are good. 

ÇGuess so.  You always have an 
another way.  Cash practices. 

ÇhYΦ ¢ƘŜƴ ǿŜΩƭƭ Ǉŀȅ ƻƭŘ ǎŎƘƻƻƭΦ 

Ç Fee for service 

ÇWe hate FFS claims because it 
puts us on the factory floor.  
Just pay us for performing. 

ÇWith the ACO/medical 
home/EMR software you 
made/bribed us to buy. 

ÇWhat @#%!?!  That is more 
work and you will pay less. 

Ç²Ŝ ƘŀǾŜƴΩǘ ŘƻƴŜ ǘƘŀǘ ǎƛƴŎŜ 
the Depression, then you 
ŎŀƳŜ ƛƴΧΦ 

ÇDǊŜŀǘΦ ²ƘŀǘΩǎ ǘƘŀǘΚ 
Ç Argh!! (repeat) 
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²ƘŀǘΩǎ ƻƴ ǘƘŜ IƻǊƛȊƻƴΚ 

ÇProspects of Health Reform Revision 
ÁMaybe in 2011 or 2012  

ÁDependent upon economy and receipts as well as polling 

ÇProspects of Health Reform Repeal 
ÁUnlikely before 2013. 

ÁOnly if GOP sweeps White House, and both chambers of 
Congress in 2012. 

ÁMany stakeholders have investments they want to see pay off 
(e.g., Accountable Care Organizations; Pharma has 32 million 
new customers). 

ÁSupreme Court now in play 



ADVANCING MEDICAL TECHNOLOGY - 10th Annual LifeScience Alley® Conference & Expo 

What Does Revision Look Like? 

ÇIf GOP wins House and/or Senate 
ÁContinue ACO Medicare Pioneer Pilots & Bundled Payment  

ÁDe-fund Medicaid expansion. Block grant what is there.  

ÁRevamp exchanges to be more like Medicare HMO portal 

ÁPreserve Medicare Advantage and grow it through Breaux-
Thomas like Medicare reform ς Classic Medicare becomes one 
of several Medicare options for seniors along with HMOs 

ÁOffer legislation that delays individual mandate until year-
over-year cost inflation is at 5% or below. 

ÁLet insurance be purchased across state lines 

ÁExpand high risk pools to address uninsurable populations at 
risk. 
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²ƘŀǘΩǎ ƻƴ ǘƘŜ IƻǊƛȊƻƴΚ 

ÇΨ/ǊƛǎƛǎΣ ²Ƙŀǘ /ǊƛǎƛǎΚΩ  
ÁMedical Loss Ratio makes health 

plans look to squeeze as much care 
as possible to make sure extra 
ǎŜǊǾƛŎŜǎ ŘƻƴΩǘ Ƙƛǘ ǘƘŜƛǊ ƳŀǊƎƛƴΦ 

ÁHospitals will squeeze medical 
device suppliers hard if there 
success as Accountable Care 
Organizations (through capitation 
from plans or feds) is dependent 
operating net. 

ÁMinimum benefit standards could 
make some medical technology 
optional (e.g., PET scanners) to get 
prices to work. 
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Market Dynamics to Watch 
Ç Hospitals 

Á Going on physician practice buying spree to become Accountable Care 
Organizations 

Á Overplay their hand and budget and start cutting back 

Ç Physicians 
Á Next generation become free agents and plug in where needed. 

ÁWill rebel against ACO control if they can and should be able to because 
with docs, there is no Care in ACO. 

Ç Health Plans 
Á No subsidized health benefit left behind.  Will rally to get as much federal 

$$ as possible. 

ÁWill enter provider market directly (buy hospitals) or indirectly (buy 
ōŀƴƪǊǳǇǘ ƘƻǎǇƛǘŀƭΩǎ ŀǎǎŜǘǎύΦ 

ÇManufacturers 
ÁWill start to look for over seas markets to make up for US slack already 

happening now. 

Á China & India Middle Class (CHMC) number nearly 200 million 
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Thank You!  
 
 

Stephen T. Parente, Ph.D. 
Minnesota Insurance Industry Chair of Health Finance  
Director, Medical Industry Leadership Institute  
Professor, Department of Finance 
Carlson School of Management 
University of Minnesota  
321 19th Ave. S. Room 3-122 
Minneapolis, MN 55455 
612-624-1391 (w), 612-281-8220 (m)  
sparente@umn.edu 
http://www.tc.umn.edu/~paren010  
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Babette Apland, Senior Vice President 
Health Management and Provider Relations 

ά¢ƘŜ !ŎŎƻǳƴǘŀōƭŜ /ŀǊŜ hǊƎŀƴƛȊŀǘƛƻƴ ό!/hύέ 
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About HealthPartners 

Å Not-for-profit, consumer-governed 
 
Å Integrated care and financing system   

ï 12,000 employees 
 
ï Health plan 

Å 1.36 million members in Minnesota and surrounding states 
 
ï Medical Clinics  

Å 500,000 patients 
Å 800 physicians 

ï HealthPartners Medical Group 
ï Stillwater Medical Group 

Å 35 medical and surgical specialties 
Å 50 locations 
Å Multi-payer 
 

ï Dental Clinics 
Å 60 dentists 
Å Specialties: oral surgery, orthodontics, pediatric dentistry, periodontics, prosthodontics 
Å 20 locations 
 

ï Four hospitals 
Å Regions: 454-bed level 1 trauma and tertiary center   
Å Lakeview: 97-bed acute care hospital, national leader in orthopedic care 
Å Hudson: 25-bed critical access hospital, award-winning healing arts program 
Å Westfields: 25-bed critical access hospital, regional cancer care location 
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ACOs.....Why? 

ÅUpward spiral of healthcare costs is 
unsustainable 

ïCŜŘŜǊŀƭ ōǳŘƎŜǘΩǎ ƭŀǊƎŜǎǘ ŜȄǇŜƴǎŜ ς 27% compared 
with 20% for defense 

ï{ǉǳŜŜȊƛƴƎ άƴƻƴ-ƘŜŀƭǘƘέ ƎƻǾŜǊƴƳŜƴǘ ǇǊƻƎǊŀƳǎ ς 
education, transportation, social security 
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Total Health Expenditure per Capita,  
U.S. and Selected Countries, 2008 

Source : Organisation for Economic Co-operation and Development (2010), "OECD Health Data", OECD Health Statistics (database). doi: 10.1787/data -00350-en 
(Accessed on 14 February 2011). 
Notes: Data from Australia and Japan are 2007 data.  Figures for Belgium, Canada, Netherlands, Norway and Switzerland, are OECD estimates.  Numbers are 
PPP adjusted. 
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Higher health spending per capita is generally associated with higher life 
expectancy, although this link tends to be less pronounced in countries with 

higher spendingΦ hǘƘŜǊ ŦŀŎǘƻǊǎ ŀƭǎƻ ƛƴŦƭǳŜƴŎŜ ƭƛŦŜ ŜȄǇŜŎǘŀƴŎȅ Χ 

2007 (or latest year available) 

Source: OECD Health Data 2009, OECD (http://www.oecd.org/health/healthdata). 

About 
3 years of 

Life  
Expectancy 

307,000.000 X $4,000 = $1,228,000,000,000  
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Public and Private Health Expenditures as a 
Percentage of GDP,  

U.S. and Selected Countries, 2008 

Private
Expenditure
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Source: Organisation for Economic Co-operation and Development (2010), "OECD Health Data", OECD Health Statistics (database). doi: 10.1787/data -00350-en 
(Accessed on 14 February 2011). 
Notes: Data from Australia and Japan are 2007 data.  Figures for Canada, Norway and Switzerland, are OECD estimates.  Numbers are PPP adjusted. 



ADVANCING MEDICAL TECHNOLOGY - 10th Annual LifeScience Alley® Conference & Expo 

$9,235 
$10,168 
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$16,771 

$18,074 
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Healthcare Costs for American Families ς Projection to 2021 

Source: 2011 Milliman Medical Index 
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Why Cost is a Real Issue 

$59,858 

Source: Alliance of Community Health Plans 
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Preventable Conditions & Avoidable Care 6% 

Lack of Care Coordination 6% 

Provider Inefficiency and Errors 
 12% 

Administrative System Inefficiencies 
17% 

Fraud and Abuse 
19% 

Unwarranted Use 
40% 

Percentage of Health Care Waste by Category Totaling $700 Billion 
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Why ACOs? 

Lack of Accountability in the Healthcare System 

ÅFor Health 

üSpend 2% of 2.4 trillion on prevention 

ÅFor Experience of Care 

üFragmentation 

üOver specialized 

üQuality variation across providers and geographics 

ÅFor Costs 

üFee for service payment system, more is better 

üSupply driven volume 

üGovernment and private payers not impacting cost curve 
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What is an ACO? 

ÅA strategy to address the affordability of US 
health care 

ÅKey components 

ïPayment reform 

ïCare delivery reform 

ÅIt is changing the marketplace 

 

 



ADVANCING MEDICAL TECHNOLOGY - 10th Annual LifeScience Alley® Conference & Expo 

 
 

 
 

Population 
Health 

Experience 
of Care 

Per Capita 
Cost 

ÅSimultaneously Improve 

The Goal of ACOs 
Value-Driven healthcare through Triple Aim 
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Value Driven Health Care 

ÅImproved health, better experience of care 
and lower costs 

ïOptimizing health and preventing complications 

ïCare coordination and seamless transitions 

ïPutting the patient and family at the center 

ïRemoving waste but not withholding needed care 

 

 


