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Who Gets Health Care? Rationing in an Age of Rising Costs

Dose of Prevention: Six Prescriptions To Ease Rationing In U.S. Health Care

Getting Wired; Using Research; Changing Pay; Managing Disease; Fixing ICUs

By LaURa LANDRO

[Lastin a series]

Scanning a bank of video screens,
Joseph Cocke zoomed in on one elderly
patient lying in an intensive-care unit
across the sireet. Dr, Cooke gave the
man a gquick visual exam. Then he
checked the vital signs on the computer,
looking for any change in blood pres-
sure, heart rate or oxygen levels that
might signal an impending cardiac
arrest or life-threatening infection.

From his remote command post, Dr.
Cooke watches three uniis on different
floors at one hospital. That could help
solve a massive nationwide problem:
With a shortage of ICU specialists,
patients aren’t well-enough monitored,
leaving them vuinerable to complica-
tions that lead to longer hospital stays
and force hospitals to ration beds. At the
New York-Presbyterian Healthcare Sys-
tem, where Dr. Cooke works, two new
"eICT" stations cover six units in two
different hospitals, and pians call for an
expansion into all 30 of its hospitals.

Siowly, the drive to improve guality
and efficiency that has swept through
corporations is starting to arrive at the
famously inefficient world of hospitals.
Across the country, rising costs have
forced some hospitals to effectively
ration services, making life-and-death
choices about who gets care and who
goes without. But by boosting efficiency,
cutting waste and medical error, and
sticking to freatments that demonstra-
bly work, medical experts are finding
that many harsh decisions about who
gets care might not have to be made in
the first place. The new sfrategies range
from installing high-tech systems that
replace doctors’ scribbled notes {o sim-
ple practices, such as making sure that
patients’ beds are properly tilted so
infections don't set in.

Patient: Educate Thyself

The crusade to bring the quality
movement to hospitals, pushed in the
past mainly by nonprofit groups, is now
starting to get a boost from Medicare
and powerful employer groups. Teday,
the federal Departmeni of Health and
Human Services plans fo release the
first national report on the quality of
health care in America, which is
expected to acknowledge gaps in key
areas such as prevenfive care and
chronic-disease care, and endorse many
of the solutions quality experts propose
for fixing them.

"We need fo take back the money
that goes into waste and harm in the sys-
tem and make it an ethical imperative to
free it up for the things that really add
value,” says Margaret O'Kane, president
of the National Committee for Quality
Assurance, a nonprofit group - that
accredits about half of the nation’s man-
aged-care organizations.

How big could the savings be? Don-
ald M. Berwick, chairman of the Boston-
based nonprofit Institute for Healthcare
Improvement, estimates the U.S. could
cut 15% to 30% of its $1.4 trillion annual
health-care tab by operating more effi-
cienifly and improving quality. David
Wennberg, direcior of the Center for
Outcomes Research and Evaluation at
Maine Medical Center, says Medicare
could trim 30% of its $285 biilion budget,
by ©bringing the highest-spending
regions of the U.8. in line with the low-
est. A study published by Dr. Wennberg
and a group of colleagues this year
found that Medicare enrollees in higher-
spending regions receive more care
than those in lower-spending regions but
don't have better health outcomes or sat-
isfaction with care.

Adopting information {echnology
could save §125 billion just by eliminat-
ing unnecessary paperwork, according

to research by the Markle Foundation.
Eliminating medical errors would save
$37.6 billion, says the National Academy
of Science’s Institute of Medicine.
Reducing the overuse of just three
antibiotics would have a big impact: $1
billion in potential savings, according to
VHA Inc., an alliance of 2,200 nonprofit
hospitais across the counfry, including
the Mayo Clinic and Cedars-Sinai.

Some rationing is here to stay, given
America’s appetite for health care and
an aging population that will need more
of it. That will require facing fough
issues, such as whether it is justified to
pay millions of dollars to keep a few
patients alive if those same dollars could
keep hundreds more healthy. But by
redirecting money spent on unnecessary
or ineffective care, and improving the
quality of care, it's possible to have a
system of "rational” rationing,

_ "We know that not everyone gets the
health-care services they need, but
more problematically, too many people
get services they do nof need,” says
David Dranove, a professor at North-
western University's Kellogg School of
Management and author of a recent
book on rationing.

Hospitals are now experimenting
with new ways to achieve rational
rationing. Here are six of the most
promising ideas:

Wiring the Health System

Many medication mistakes are
caused by illegible prescriptions and
decimal point errors. As many as 20% of
such preventable mistakes are life
threatening, says the Leapfrog Group, a
coalition of major employers trying to
cut health-care costs.

One medication mistake, the group
says, adds more than $2,000 to the cost of
hospitalization. That translates to $2 bil-
lion per year nationwide. Using comput-
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erized order entry -- electronic prescrib-
ing systems that avoid handwritten
errors - can make a huge difference.
Boston's Brigham and Women's Hospi-
tal, a pioneer in the use of such systems,
reduced error rates by 55% over eight
months., Rafes of serious medication
errors fell by 88% over a four-year period
in g subsequent study.

Technology can give hospitals a bet-
ter handle on what's working. St. Luke's
Hospital, the largest hospital in the Kan-
sas City area, is investing about 4% of its
operating budget in information sys-
tems, compared with an average of 2.5%
in the industry. If uses an electronic
data system fo track 58 measures of
guality, such as how many patients are
re-admitted or have to return fo the
operating room. Uniis get "balanced
scorecards” to see areas where things
are going well and where they need to
improve.

Group Health Cooperative in Seatile,
one of the largest managed-care non-
profit health plans in the country,
recently spent more than $40 million on
a clinical information system for its
560,000 members. The system manages
patient records, delivers lab results
online, automatically refills prescrip-
tions and checks for possible drug inter-
actions. "On the day it turned on across
the state of Washington, 9,000 pieces of
paper stopped flowing around the sys-
fem,” says Ted Eytan, associate medical
director for clinical informaties.

Evidence-Based Medicine

As much as half of the care provided
to Americans is unnecessary, including
procedures that don't do any good, tests
that are repeated, and drugs for which
there is no evidence of benefit, accord-
ing to studies cited by a 2001 report of
the Nafional Institute of Medicine, a
government advisory group.

Meanwhile, patients often don't
receive the care that evidence shows is
effective. Between 17% and 32% of sur-
geries performed on Medicare patients
are unnecessary, according to Dr.
Wennberg, the outcomes researcher, A
survey by Rand Corp., a think tank in
Santa Monica, Calif., says patients only
receive recommended care about half of
the time, noting a "fremendous gap
between what we know works and what
patients are aciually getting.” For exam-
ple, nafional data show that less than
25% of people with hypertension have it
under control with recommended blood-
pressure medications,

One way to close thai gap is
"evidence-based medicine”: insisting
that a doctor's opinion is backed by pub-

lished evidence of a treatment's effec-
tiveness. After using ifs -electronic
records to identify people at risk for
heart attacks, Group Health will soon
start 11,600 previously unfreated
patients on cholesterol-lowering drugs
called statins. It based the move on evi-
dence of the effectiveness of statins in
the Heart Protection study, a five-year
trial of more than 20,000 patients. The
decision "will cost us $708,000 per year
we didn't budget for,” says Vice Presi-
dent Peter Adler, "but it will improve the
wellness of our patients and is likely to
save us $o million in the long run.”

Another opportunity to save money
is to eliminate the overuse of antibiotics,
which account for 15% to 20% of the aver-
age hospital drug budget. Overuse has
caused resistance to many antibiotics,
leading to more medical complications
and costs.

A study of 11 hospitals by VHA found
that three eommon antibiofics used in
patients with kidney failure or urinary-
tract infections were overused or unnec-
essarily used, based on clinical guide-
lines for their conditions. By using lower
doses or less-expensive drugs, the aver-
age 2b0-bed hospital found savings of
$100,000 annually -- which indicates
more than $1 billion could be saved
nationwide in all hospitals, says VHA
Vice President John Hitt, who oversaw
the study.

Money saved could be redirected
inte proven care, Dr. Hitt says. "If I
could take the money I was spending on
excess drugs used after surgery and
give evervone a beta blocker after a
heart attack, it would be ideal,” says Dr.
Hitt. While hospitals have been improy-
ing the rate at which they prescribe
beta-blocker drugs after a heart attack
to prevent a second one, for example, as
many as 30% of patients sti}l don't get
them.

But more research needs to be done,
The budget for the federal Agency for
Healthcare Research and Quality is less
than 0.2% of total health-care spending,
which is "grossly insufficient,” research-
ers at the Commonwealth Fund said last
month. The nonprofit foundation pro-
posed a new federal agency to set
national ypricrities for quality and
develop standards of care, much as fed-
eral highway standards helped improve
auto safety. The Institute of Medicine
proposes a $1 billion "innovation fund” to
improve quality and safety.

Fixing Reimbursement

The biggest barrier to improving
care, many say, is a reimbursement sys-
tem that doesn't factor in quality and

actually rewards waste.

(MORE)

"No wonder our health-care system
is s0 screwed up -- the best hospital in
town and the worst hospital in town get
paid exactly the same thing for a heart
bypass or a hip replacement,” says Tom
Scully, who just stepped down as direc-
tor of the Centers for Medicare and
Medicaid Services. "There is no other
part of our economy besides health care
where you have zero economic penalty
for being inefficient.”

Since doctors and hospitals are paid
only for procedures and treatment they
provide, they are actually penalized if
they eliminate unnecessary procedures
or practice preventive care. Doctors get
paid to perform heart surgery and treat
patients in the hospital but not to care
for heart patients so that they avoid hos-
pitalization.

That's starting {0 change. Medicare
is offering incentives for doctors in pilot
programs who adopt information tech-
nology and  practice preventive
medicine, and boosting payments to hos-
pitals that report publicly on the quality
of their care. A Medicare spokesman
said the aim is to fix quality problems
and cut costs in the long run. Employer
groups including the Pacific Business
Group on Health and the General Elec-
tric Co.-led "Bridges to Excellence” pro-
gram are offering doctors incentives to
provide preventive care for chronic dis-
eases, including diabetes, But such
efforts will have to be more widely
adopted by big insurers before they
make a dent.

The Bridges to Excellence program,
which includes self-insured health plans
run by Ford Motor Co., UPS, Procter &
Gamble Co. and Verizon Communica-
tions Inc., just doled out its first pay-
ment to doetors in a pilot program in
Louisville and Cincinnati. Doctors
receive bonuses of $100 per patient for
keeping patients’ blood pressure, blood
sugars and other diabetes measures
under control.

"We are creating an incentive for the
fundamental re-engineering of
processes and outcomes in physician's
offices,” says Francois de Brantes, pro-
gram leader for GE's corporate health-
care initiatives. But if the effort stays
limited to seli-insured purchasers, he
says, it won't be enough to spur real
change. "The barrier we haven't been
able to overcome is geting health plans
to fully participate.”

Health plans have been wary about
paying doctors for preventive practices,
because they aren't yet sure of how that



would work on a large scale or how
results would be measured. Some argue
that doctors should be providing such
care anyway.

Disease Management

Many experts agree the best oppor-
tunity to improve care and stave off
costly complications is disease manage-
ment -- the strategy of monitoring peo-
ple with chronic conditions such as dia-
betes, congestive heari failure and coro-
nary artery disease. Those diseases are
expected fo cost $510 hillion this year
and soar to $1.07 trillion by the 2020. But
many of those costs are related to pre-
veniable hospifalizations and emer-
gency-room visits,

For years, studies have shown that
getting pafienfs into disease- manage-
ment programs can avoid many of those
problems. Disease management closely
monitors a patienf's status on a regular
basis. A growing number of companies,
under contract with Medicaid or other
insurers, now keep tabs on patients.

At nonprofit Care South Carolina,
which serves 27,000 mostly low- income
patients, an electronic recordkeeping
system menitors patients with diabetes
closely and ensures that they see doctors
for regular foot exams to watch for sores
that might lead fo amputations. Chief
Executive Ann Lewis says the center
hospifalizes its patients less frequently
than others in the state -- and those hos-
pital stays are for less serious and less
costly problems, The average payment
Medicaid has to make for their hospital-
izations is $3,545, compared with $10,894
for diabetes patients in other programs
in the stafe, she says.

Better preventive care can dramati-
cally reduce hospitalization for conges-
tive heart failure, a chronic ailment
marked by progressive weakening of the
hear{'s pumping strength. Yet standards
are all over the map in the U.S. Among
Medicare patients, about one-third of
those with the disease haven't had the
most important test to assess the func-
tion of the part of the heart that makes it
pump efficienily. About one-third don’t
have a prescription for the blood pres-
sure medication known as an ACE-inhib-
itor used to treat the disease. Half of the
patients hospitalized with congestive
heart failure are readmitted within six
months.

But numerous studies show marked
improvement if patients take the right
medication and are closely monitored.
Such care can reduce hospital costs by
more fhan 30% and cuf rehospitaliza-
tions in half, studies show.

Florida’s Medicaid program, for
example, coniracted with a company
called Lifemasters to manage thousands
of regidents with congestive heart fail-
ure. Patients can check in by phone or
Web site, and nurses monitor vital signs
and symptoms to identify potential
problems. Beneficiaries get digital
scales and electronic blood-pressure
cuffs, and even phones to call in if they
need them. Lifemasters gets in touch
with doctors directly if a problem arises.
Patients in the program spent an aver-
age of 38 fewer days in the hospital, and
the state cut the cost of its Medicaid pro-
gram by 6% in the first two years after
paying the fees for the program.

Redesigning the ICU

The sickest 1% of patients - the
chronically ill and those in the ICU --
account for 27% of all health-care cosis.
Intensive care eats up $180 billion annu-
ally, much of that on care that has little
effect on survival and isn't wanted by
terminally ill patients anyway, studies
show. "Most people when dying want the
comfort and care of being surrounded by
family, not the torture of ali sorts of
fubes in every orifice you have,” says
Dr. Wennberg, the outcomes
researcher.

But many complications that lead to
unnecessary deaths and longer stays
could be prevented with ICU redesign
programs, inciuding new technology
such as the eICU, even if they cost
money in the shori- term. A few years
ago, at six hospitals run by Sentara
Healthcare in Virginia, ICU doctors
were stretched. "We didn't have enough
ICU beds, we had a harder time holding
on to ICU nurses and the care was just
inconsistent,” says Rodney Hochman,
chief medical officer and CEO of
Sentara’s Norfolk General Hospital.

Two of Sentara's hospitals were the
first to use an €ICU, a system designed
by former intensive-care specialists who
launched software maker Visicu Inc.
These systems are operating or being
installed at a total of 17 hospital groups,
covering about 60 ICUs. By electroni-
cally monitoring more patients, improv-
ing quality confrols and adhering to
strict guidelines about which patients
should be in the unit, Dr. Hochman says
two of his hospitals reduced ICU mortal-
ity rates, adjusted by the severity of
patient illness, 27%, and cuf hospital
costs for ICU patients 25% over the last
two years.

A study to be published next month
in the journal Critical Care Medicine
says the elCU system has shortened the
length of stays in four of the Sentara

1CUs by 17% and allowed the ICU {o han-
die 15% more cases, Sentara says the §2
million it spent to buy the software and
get it up and running has already paid
for itself with $3.5 million in saved costs
and new revenue.

By using resources efficienily, Dr.
Hochman says the hospital may be able
to avoid "having fo decide between one
patient and another,”

Improving hospitals’ practices can
make a big difference in the ICU as well.
VHA, the nonprofit hospital alliance, is
sponsoring & "Transforming the ICU"
program that has trained 20 ICU teams
to follow simple guidelines that are often
ignored, such as correctly adjusting the
tilt of the bed of a patient on a ventilator
to prevent pneumonia, and stopping the
use of antibiotics that might cause fur-
ther complications. Merely improving
care of patients on ventilators has saved
47 lives and $3 millicn in an average ICU
with 1,000 admissions annually, VHA
§ays.

VHA says in the first year of the pro-
gram, the collective length of stay in the
ICU was reduced from nearly 2.5 days to
1.1 days, which means the ICU can
accept 654 more patients. Together, two
hospitals in the program saved nearly
5,000 patient days and $5.3 million in one
year. Surgical-infection prevention pro-
grams, being conducted with the Cen-
ters for Disease Control and Medicare
have alsc saved milliens of dollars in
ICU and surgical units.

Getting Patients Involved

The final barrier: the patients. Most
consumers aren'i actively engaged in
their care or "prepared to make judg-
ments about treatment alternatives
based on evidence,” says Paul H.
Keckley, executive director of Vander-
biit University's Center for Evidence-
based Medicine. "We have lulled con-
sumers to be dependent on physicians.”

But affer years of being conditioned
to expect that medical care comes at lit-
tle cost, Americans are being asked fo
dig deeper into their own pocket -- which
may make them think twice about which
care has value, and what is unneces-
sary. Everyone, including consumers,
will need to make more informed
choices about which medical services
are most beneficial, says Paul B. Gins-
burg, president of the Center for Study-
ing Health Systermn Change. "If we are to
cover everyone, we can't cover every-
thing."



Big Losses

Estimated lives and costs that could be saved each year by delivering
recommended care

PROGRAM: Controlling high blood pressure

DEATHS: 28, 300

HOSPITAL COSTS* (in millioms): 31,243

PROGRAM: Diabetes care-HbAlc control

DEATHS: 13, 600

HOSPITAL COSTS* (in millioms): $178.5

PROGRAM: Smcking cessation

DEATHS: 2, 700

HOSPITAL COSTS* (in millions): $97.7

PROGRAM: Cholesterol management

DEATHS: 6, 500

HOSPITAL COSTS* (in millioms): $94.2

* Due to heart attacks and siroke

Source: Kational Committee for Quality Assurance



