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Review and the William S. and Christine S. Hall Center for Law and Health.
The live panel discussion is, by tradition and design, a moderated and un-
scripted exchange of arguments and counter arguments generated by the dy-
namic tension existing in current issues pertinent to practitioners in the fields of
both law and healthcare. To preserve the dialectic flavor of the 2008 live panel
discussion, the portion of the transcript presented here has been edited in form
but not in content. During the editing process, a distinct effort was made to
retain both the original tone of the panelists’ remarks and the verbal manner-
isms of the individual panelists.

HEALTH REFORM IN AMERICA: GETTING BEYOND
IDEOLOGY TO TRUE REFORM

March 19, 2008

DR. ORENTLICHER: Thank you. It’s good to be here, good to see such
a nice turnout, and we’ve got a great panel. It seems to me that today there ex-
ists an opportunity, a window, to bring about true reform of America’s health-
care system. We all remember 1994 when it seemed like we were actually
going to get healthcare reform and universal access. A lot of time and effort
was dedicated to developing possible solutions. Indeed, the Clinton Admini-
stration alone employed the services of 400 experts. However, in spite of all
the effort, that window closed without getting true reform. But it looks like
we’ve got another one of those windows of opportunity. The leading presiden-
tial candidates are all talking about it; and it’s a major part of their platforms.
So that’s the question. Will it happen? What are the prospects? Whether we
have Barack Obama, Hillary Clinton, or John McCain — and it seems like we’re
going to have one of those Administrations — are we, as a nation, going to
achieve true healthcare reform? And if we do, what is it likely to look like?
What should it look like? Those are the questions with which I would like to
begin our discussion. Dr. Buechler, would you please start us off? What are
the prospects, do you think, and will we get to the right place this time?

DR. BUECHLER: Well, it is interesting. When President Bill Clinton
took office, there was a great hope that we would have healthcare reform, some-
thing I was quite interested in at the time. So I wrote Hillary Clinton a letter in
the interim before President Clinton took office. I said, “I don’t know what
your role is going to be in this new Administration, but we really desperately
need some changes in our healthcare delivery system.” And she wrote back to
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me, actually. I’ve still gotit. It’s a little postcard. She said, and I’'m paraphras-
ing here, “I don’t know what my role is going to be either, but I’d agree that we
need some changes in our healthcare delivery system.”

In retrospect, we should have known that the Clinton plan was going to
fail. In part because it happened at the beginning of an Administration that was
not prepared to make the really hard decisions that you have to make about
healthcare reform. The special interests ruined that opportunity, in my estima-
tion, plus the plan wasn’t a very good one. But now we have another window
of opportunity, and things have gotten a lot worse in that time.

The access to care in our country is appalling especially in rural and inner-
city areas, areas where I’ve worked really hard to develop assistance projects
and provide care. It is appalling. The World Health Organization even says
that some parts of the United States are like a third-world country. So despite
spending over $7000 per person in the United States per year on healthcare, by
far the highest expenditure, we rank the lowest among first-world countries.
One good statistic that I like to use to help people understand how significant
the problem really is, is the measure of healthy years lived. That’s what we
want. We want to be healthy for as long as we can be. We rank twenty-eighth
there, between Portugal and Slovenia. That’s our healthcare delivery system.
So there is a great opportunity, I think, for healthcare reform now.

What should it look like? I’m going to give my opinion, and then I’d like
to hear what others think. I think it should look like this (indicating a Medicare
card). My Medicare card — my public part of the partnership, my Medicare
supplement card issued by an insurance company — it’s Plan F. I am sure that
you are all aware that there are plans for Medicare supplements. They’re all the
same. Every Plan F is exactly the same. You can choose your plan, and you
know that you are going to get exactly the same plan. And here is my Part D
card (indicating a Medicare card) — this is my prescription card. Now, there are
some problems with this system, but they’ll get resolved eventually. In any
case, when I go to the doctor I hand this card to the front office. When I do,
they know exactly what my Medicare coverage is, they know exactly what Plan
F coverage is, and if I need a prescription I know I’ve got my Part D coverage.
They know what that is too. So there is no question about what my coverage is.

Medicare takes care of the oldest, sickest, and disabled portions of the
population in the United States of America. Administrative costs — that means
dollars that do not go towards healthcare in any way, shape, or form — for
healthcare spending in the U.S. is about thirty-two percent as compared to six-
teen percent in Canada. And does anybody want to guess what our inefficient
public system administrative expense is? Does anybody know? There are
probably some people here that know.

RESPONSE: About three percent?

DR. BUECHLER: Yes, about 3 percent. That’s what it costs Medicare to
deliver Medicare dollars. It’s actually a pretty efficient system to administrate.
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So moving down the Medicare age and making it mandatory for all would be
one easy solution to the healthcare crisis. We heard in an earlier presentation
that people don’t want, mandatory programs, but you have to have both the
healthy people and the unhealthy people in a system. You cannot cherry-pick
benefit recipients. We see this a lot in medicine today, insurance companies do
it and specialty hospitals do it. There are all kinds of horrible approaches to
medical care that rely on it, and I hope that we can talk about the problems as-
sociated with these approaches today. But I do think, and this is my personal
feeling after thirty-eight years of seeing patients and seeing what they go
through, that if I have a Medicare patient walk in the office and hand me this
(indicating a Medicare card), they’re going to be satisfied. So that’s my as-
sessment of healthcare reform.

DR. ORENTLICHER: Dr. Carroll?

DR. CARROLL: Let me be very clear upfront. I’m a health services re-
searcher, so I always come down on the side of science and empirical research.
I ask, “What does the evidence and research show us?” And when I talk about
healthcare reform, I talk about health insurance. The slates are always full of
new facts and figures that can help us learn about both our own healthcare sys-
tem and the healthcare systems of other countries. And because such informa-
tion is readily available, my views on the subject of “change” have changed
over the course of my lifetime. When I began researching these issues, I ap-
proached healthcare research from an ideological or rhetorical standpoint, but
over time the evidence really has, to some extent, pointed in another direction.

It’s very hard to argue from any point of evidence that the United States’
healthcare system is a good one. It does not matter what metric you pick for
judging the quality of our healthcare system — be it infant mortality, be it ma-
ternal mortality, be it the percentage of people we immunize correctly, be it
how many people are happy with the healthcare system, be it the number of
preventable life years lost. It does not matter what metric you pick. We’re
pretty much at the bottom of the industrialized nations, which is frightening,
considering that we spend two to three times more per person than any other
healthcare system in the world. Indeed, at this point we are paying over two
trillion dollars a year. And if you believe in the free market and you believe the
rhetoric of what we’ve all been told, then by spending that much money we
should be seeing dramatic results and significant returns. We don’t. We have,
based on any metric of quality, one of the worst healthcare systems in the
world, and perhaps the worst healthcare system of all of the industrialized na-
tions.

So you would hope we’d have phenomenal healthcare access. Afterall, if
we’re not getting quality, then at the very least everybody should be able to get
access to the basic benefits of the system. But as we all know, forty-seven mil-
lion Americans have no healthcare insurance. That’s forty-seven million Amer-
icans, remember, out of the total population who are not over the age of sixty-
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five, because everybody over the age of sixty-five has Medicare. That’s forty-
seven million Americans, who are not extremely poor, because all of them have
Medicaid. That’s forty-seven million Americans who are not in the military,
because military personnel have VA insurance. That’s forty-seven million peo-
ple out of the rest of us. It’s a huge population. That’s also forty-seven million
people who lack health insurance for the entire year, not that portion of the
population who lack health insurance for six or nine months. If you extend the
accounting to that last group, the number of uninsured Americans likely jumps
to over eighty million uninsured a year. That’s a huge number of people with-
out healthcare.

If you’ve heard the arguments against moving towards a national health-
care system or Medicare for all, then you know that as soon as we start talking
about a nationalized system, everybody throws out concerns about rationing and
waiting lines and things like that. However, if you don’t think we’re rationing
healthcare in this country already, you’re really putting the blinders on. We
ration by whether or not you have insurance. Forty-seven million Americans
have no access to the system. That’s rationing. Also, these days if you’re from
the medical environment and you try to lock in a time to conduct a CAT scan or
an MRI, or you try to get an appointment as a patient, there’s always a waiting
list all the time. The idea that somehow there’s not wait times for things al-
ready in this country is to some extent ignoring the real picture — it’s just how
we choose to ration. Should we ration based on good evidence about whether
to cover the things that are most cost effective in our society? Should we ration
by which drugs work the best and provide the most value? Should we ration by
which procedures we know have the best outcomes? Or should we just ration
onmoney? So given that we ration healthcare already, it’s clear that we’re also
doing poorly with regard to access.

So then, if we’re not getting good quality, our costs are through the roof,
and our access is terrible, we have to ask if we have the will to change the sys-
tem. And this is where you get the common argument about how the United
States will never accept any sort of major reform, and it’s a very powerful ar-
gument. People in this country are scared very easily. However, the arguments
made today against healthcare reform are virtually the exact same arguments
that were made years ago when people opposed the passage of Medicare. “It’ll
be the death of the system.” “It’ll be socialized medicine.” “It’ll be the worst
thing that’1l ever happen.” “There’ll be rationing.” “There’ll be less quality.”
“It’ll cost us everything in the world.” “It’ll be incredibly inefficient.” All
these statements were made about Medicare, and today you hear them in dis-
cussions about national health insurance.

Now, Medicare was very difficult to pass, but they got the political world
together and they did it. And there’s not a politician alive today that’s going to
run on a platform for repealing Medicare. Nobody thinks Medicare’s a bad
idea. Oh, it’s underfunded, and it could work better in many different ways,
but a lot of its problems are narrowly related to money. And how do you fix the
problems? How do you eliminate waiting lines and rationing? Simple, you just
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to throw more money at the problem. The reason that a lot of other countries
have rationing and have difficulties with lines is because they underfund their
systems. We’re already used to paying two to three times as much as every-
body else. A very well-run national health insurance system in this country,
with the kind of money that we’re willing to throw behind it, would very likely
be the best in the world.

As Dr. Buechler here said, Medicare is the most efficiently run approach
to healthcare in this country. It’s the most efficient form of health insurance,
and it lacks the red tape that you normally see. Usually when I talk about this
issue I look at and discuss the empirical evidence. According to current evi-
dence we have terrible quality, unbelievable costs, and terrible access. We’re
failing in every realm. Moreover, the evidence shows us clearly that every oth-
er industrialized nation that has approached the healthcare problem differently
has better quality and better access for lower costs. This suggests to me that
what’s really necessary to change the healthcare system in America, is a change
in political will.

So the question we began with was, “Is there an opportunity here?” Ab-
solutely, more and more people every day are fed up with the system. At this
point, depending upon which survey you believe, somewhere between two-
thirds and three-quarters of Americans favor health insurance reform even if it
means higher taxes. People don’t favor the war if it means higher taxes. I
mean, we’re not willing to pay higher taxes for anything, but people are actu-
ally willing to say they’d pay higher taxes for health insurance. A significant
majority of doctors are in favor of national health insurance. Really, the only
groups that don’t appear interested in national health insurance are special in-
terest groups. Therefore, we have to just decide is this a time for change? It’sa
matter of political will. And hopefully, there’ll be leaders. I don’t care from
which side of the aisle, because I’'m not ideologically involved in this. We have
to have leaders who are actually willing to exert the political will to make some
significant changes happen.

DR. ORENTLICHER: Mr. Gutwein?

MR. GUTWEIN: Thank you. Well, I’m shocked by the communist so-
cialist rhetoric I just heard from this side of the table.

DR. CARROLL: There you go.

MR. GUTWEIN: What I believe Dr. Buechler and Dr. Carroll were de-
scribing is the desirability of — I think what’s called in the industry, a single-
payor system — which is what we have with the Medicare system and which is
what most other countries have as well. It might be best described as the social-
ist communist system. But it is the system that every major industrialized na-
tion in the world has except for one, and that’s us. And as has already been
described, we are the system that has the highest cost, the lowest quality, the
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least access, unconscionable racial health disparities, and incredible bureauc-
racy. So why don’t we have the single-payor system?

Getting back to Dr. Orentlicher’s questions though, “Are we going to
have health reform, and what would it look like?”” I suppose it depends on how
you define reform because there is, I think, a lot of reform going on right now.
The system is very dynamic. It’s changing all over the country. Here in Indi-
ana [ think some very positive reform measures were recently proposed by
Governor Daniels and passed by last year’s General Assembly that expanded
access to healthcare to a number of populations that otherwise would not be
eligible for Medicaid and could not afford private insurance. That opened up
slots (access to medical care) to about 125,000 previously uninsured Hoosiers,
and I certainly would call that reform. There are lots of other reforms going on
around the country too, in Massachusetts, California, Florida, and Arkansas. 1
think there’s a lot of reformative activity going on around this.

The question, I think, is are we going to get to the point that the two doc-
tors proposed, which is the same point that every other major industrialized
country has gotten to except for ours. There is no serious proposal on the table
right now that actually suggests that we ought to have a single-payor system.
Senator McCain is not proposing a single-payor system, Senator Clinton is not
proposing a single-payor system, and Senator Obama is not proposing a single-
payor system. They’re all proposing a sort of high route to what we have now;
an expansion of the role of the federal government in subsidizing care com-
bined with private healthcare insurance to augment that approach.

Is that a place where we ought to be? Doctors Carroll and Buechler have
already stated that that’s where we ought to land. And I’ll confess my sins. I
think that ultimately our country will get to a single-payor system, but the
change will be incremental. I don’t think we’re going to get there with a single
proposal by the next Administration, whichever Administration that is, and all
of a sudden adopt a single-payor system. I think the kind of approach that’s
being taken right now, which is small steps toward expanded public funding of
healthcare with an expanded risk pool that is less expensive to administer and
less expensive to fund, is one way to get there.

So why do we resist that in this country? I’ve sort of been making fun by
referring to the socialist communist system. Why are we so adverse to a single-
payor system? I think it is a curiosity. I think that there actually are very basic,
fundamental and economically sound reasons why the single-payor system is
the most economically prudent system to fund healthcare. In other words, it is
consistent with economics. It’s not anti-economic. And the reasons are very
simple. Insurance is a risk pool. I want to make it clear that I am not in any
way anti-private insurance. In fact, I’'m certainly not anti-Anthem. I think An-
them/Wellpoint is a terrific company that operates with incredible efficiency, an
efficiency which benefits all Anthem policyholders. And Anthem, all insurance
companies by and large, operate within the rules that they were given, but I
think that certain elements of the rules constrain them. And that constraint is
this: Insurance is a risk pool, and larger risk pools are cheaper to operate than
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smaller risk pools. Larger risk pools have lower administrative expenses and a
greater ability to manage outliers within the risk pool. That’s why the Medicare
system, which is the single largest risk pool we have in this country, has lower
administrative costs than lots of very small insurance companies that have very
small risk pools.
It’s just a pure matter of economics. If we can create larger risk pools in-
surers can reduce their costs. Which is exactly why Anthem’s costs are so low:
Anthem’s now the largest insurance company in America, and they are able to
take advantage of their large risk pool. Their strategy is exactly the right one.
And so, if we can do that on a national basis, we will lower the administrative
costs for everyone. In other words, the single payer system is highly consistent
with economic principles. It doesn’t represent an effort to get around the mar-
ket. With that I’ll turn it over to the true risk pool expert.

DR. ORENTLICHER: Okay. Mr. Schmitz? We do want you to have a
job.

MR. SCHMITZ: Do I think there’s going to be some of the right reform?
Some of the concerns that I’m seeing are in the payment mechanisms that are
out there right now, Medicare and private healthcare insurance. Right now in-
surers pay providers every time that there’s a medical problem. We don’t pay
physicians and hospitals to keep you healthy. We pay physicians and hospitals
when you’re sick.

So one of the things that we’re hoping to do with some of the reimburse-
ment that we’re looking at — and one of the jewels, I think, of Indiana’s pro-
grams has been the Indiana Health Information Exchange (“IHIE”) — the IHIE
is building some information databases that can be shared among all payers —
Medicare, Medicaid, Anthem, and the like — so that we can actually start reim-
bursing physicians and hospitals based on their outcomes instead of just paying
for every time you’re sick. Not that physicians or hospitals do a bad job, but
they earn their income when you’re sick. So if there’s a way that we can keep
the providers in business to keep you healthy, I think that could create a better
outcome for all of us.

It seems to me, that the current debate is focused on who should pay, and
how many payers there should be. The current focus is not on the value equa-
tion of best quality for the lowest cost. And that’s a problem, because low cost
is necessary so that we, as an economy, can compete. Indiana has some of the
highest-cost healthcare that I deal with. Wellpoint operates under the Blue
Cross and Blue Shield license in fourteen different states. Indiana pays some of
the highest costs per member.

So I'd like to throw this out in the debate on expanding access to care, and
I think there was a good question here regarding access to care. Specifically,
“What does access to care truly mean?” Does it mean that every individual
should have a health insurance card or has the right, if you will, for a third-
party-payor to pay for something? One of the things that I run into a lot with
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providers is the question of what Anthem pays compared to what Medicare and
Medicaid pay. Medicaid pays — and Mr. Gutwein, you can correct me if ’'m
wrong here — pays less than twenty cents on the charged dollar.

MR. GUTWEIN: Medicade pays twenty percent of costs.

MR. SCHMITZ: Medicare, on the other hand, is paying about forty cents
on the charged dollar. And other health insurers are paying sixty to seventy
percent of the charged dollar. What I mean by the charged dollar is what the
hospital charges, that’s what is paid. So rather than talking about access to care
generally, I should point out that we’re already starting to see an access issue in
Indiana around primary-care, an access issue caused by the decrease in the
number of physicians going into primary-care. And right now we have a sys-
tem in which private payers pay much more than what Medicare and Medicaid
reimburses physicians and hospitals. As the single-payor system rolls out, see-
ing where our tax dollars are, I don’t think that Medicare — let’s say Medicare is
the single-payor system — that Medicare’s going to automatically increase the
rates paid to providers to the level we, as private-payors, are now paying. I
would assume that if there was a single-payor system, what commercial payers
are paying now would be reduced, and providers would be getting paid what
Medicare is paying. That could be a problem, because salary rates for PCPs
are, I think, only a little over $125,000 now. If you’re seeing family physicians
not go into primary care because of the economics today, what’s going to hap-
pen if we go to a single-payor system that actually reduces the salary even fur-
ther?

DR. ORENTLICHER: Mr. Speer? St. Vincent Hospital, what do you see
there?

MR. SPEER: I would be remiss sitting in this law school if I didn’t say
before I begin that, as the representative of a not-for-profit organization, noth-
ing I say should be considered an endorsement or commendation of any of the
political parties or their agendas. These are simply my opinions or observa-
tions.

You asked a couple questions. I think I jotted them down correctly. One
was, “Will we get to the right place.” Because we started with Dr. Buechler,
perhaps we framed the “right place” as being a single-payor system. If that’s
the “right place,” then my answer is that I think it’s unlikely we’ll get there.
Having spent a number of years lobbying for both the Indiana State Medical
Association and the Hospital Association, both here and in Washington, D.C., 1
would suggest that government isn’t going to change under any of the Admini-
strations that we’re looking at.

The other part of the question was, “What would a changed system look
like?” Well, I think healthcare is already changing to accommodate what Dr.
Buechler and Dr. Carroll are describing, 100% access at more efficient access
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points. From a savings in health perspective, our mission statement is that we
have healthcare that works and that no one is left behind. We advocate for
100% access and 100% coverage, but we deal in a world in which those aren’t
always possible. Whereas we push and strive for those ends, we aren’t there
yet, but we are evolving.

When I say “we,” it’s more than St. Vincent. It’s healthcare in Indiana. If
you look at our demographics and the patient base in our state, we’ve seen an
increase in premiums. It’s not a reflection on Anthem, but the reality is that
there has been an increase in premiums generally. We’ve seen the number of
employees insured by their employer reduced. And we’ve seen an increasing
number of people who have higher pay or higher deductible premium insurance
plans. So ifthey are not using a health savings account, they may have the first
$3000 or $4000 or $5000 coming out of pocket. Those factors in and of them-
selves are forcing healthcare and the healthcare delivery system in Indiana to
change, and probably change ahead of whatever Washington or the State of
Indiana would like to see done. Because the healthcare providers are trying to
adapt, trying to prepare for those things.

I think a couple of things will change in the next four years, no matter
who’s elected President or what the make-up of Congress is. I think we’re go-
ing to see an increase in transparency. You’re going to be able to, within the
next four years if you can’t already, go online and understand what the true cost
of your care is going to be. If the first $3000 or $5000 is coming out of your
pocket today, while two years ago your employer paid for it, now all of a sud-
den you care about the costs. So if you can go to Minute Clinic and get a diag-
nosis for your son’s pink eye in five minutes and pay thirty-five dollars — it says
on the sign on the wall that it’s thirty-five dollars — rather than call your pedia-
trician and spend most of a day and a half trying to get your kid in for a check-
up, and then pay sixty-five to eighty dollars out-of-pocket, that’s going to drive
change. We’re seeing both physicians and hospitals react to that changing real-
1ty.

The healthcare system is going to change and it is changing. If you ha-
ven’t experienced it already, it’s changing right now in the state, becoming
friendlier to consumers. It has to, not only for those people who have the high-
er out-of-pocket deductibles, but also for those people who don’t have insur-
ance at all. And I’ll speak specifically about St. Vincent. If you’re poor and
can’t pay in the state of Indiana and you come into a St. Vincent facility, we’re
going to give you a card that looks just like the insurance card you get from
Anthem, and you can access our physician network, you can access our hospi-
tals with that card, and receive care in a dignified manner. Today, you have to
be consumer friendly to the poor. You have to be consumer friendly to those
who are paying out-of-pocket. You have to be consumer friendly to the payers.

Indeed, the payers are increasingly more interested in quality, and less willing
to pay for mistakes, or to overpay for access generally.

Healthcare is changing around us in response to that. Governor Daniels
passed very good legislation two years ago requiring hospitals to report on nev-



2008] GETTING BEYOND IDEOLOGY TO TRUE REFORM 473

er-events. That’s drawing people’s attention to it. You can go online and find
out which hospitals have more never-events than others. Patients care about
that. So I would argue that whether or not one of the elected officials changes
healthcare, I think healthcare is currently changing without their help and that
it’s changing around those issues. It’s going to become more consumer friend-
ly, more transparent, and you’re going to understand what you’re buying and
what you’re paying for. The IHIE is a great example. The evolution of that
type of program for the providers in Indiana and nationwide would be the key
to changing how healthcare is delivered. Ifthose things happen in the next four
years, I think we’re going to see significant change in our healthcare delivery
system. But will we become a single-payor country in the next four years? 1
don’t believe so.

DR. ORENTLICHER: None of the leading Presidential candidates have
come even close to advocating that. Obama’s hope is that by making it more
affordable, people will voluntarily take up insurance, clearly less than a man-
date.

You’re talking about the move toward patient empowerment achieved by
telling patients what procedures and services are going to cost. Recently, we’ve
heard a lot about patient responsibility in terms of costs, and we’ve heard even
more about patient responsibility in terms of smoking and other risks for
healthcare. I think that there are two ways to look at this. One approach is to
view these changes as good, shared responsibility. Although as Professor An-
nas said, what does it mean to say shared? Either you’re responsible or you’re
not. The thrust behind shared responsibility though, is that patients all make
some individual contribution, a contribution that is individual in the sense that
if we just stopped smoking, exercised, and ate better we would solve all the
problems facing healthcare. If we all knew what we were paying for, we’d be
more responsible. We wouldn’t run to the doctor every time we saw a Lipitor
commercial and ask for a new prescription. As Calabresi and Bobbitt would
say in Tragic Choices, this is a way to hide the fact that we are rationing care
and not giving everybody the care they need. So instead of taking the responsi-
bility ourselves and saying up-front that we’re not going to give some people
care while at the same time giving other people care, we are trying to put the
blame on the patient in kind of unfair way. Are we suggesting that the patient
really has more responsibility than they deserve? Is this a way for society to
avoid its obligation to make sure that people have the care they need? What
about this move toward patient responsibility?

MR. SPEER: Well, I don’t think that it’s an attempt to shift blame onto
the patient. Indiana is one of the heaviest states. We’re one of the states with
the highest incident of smokers. We’re arguably the least healthy state as a re-
sult of those statistics. All you have to do is talk to Dr. Buechler about the pa-
tients he sees. I’m not going to speak for you, Doctor (Carroll). Dr. Buechler
has been managing obese individuals, smokers, and diabetics. That can be a
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difficult task, depending on the individual’s mindset regarding their disease and
their desire to improve their health.

There have been a number of initiatives by employers in central Indiana to
incentivize individuals to lead a healthier lifestyle. These initiatives include,
providing healthier food in cafeterias, and reducing the portion of the out of
pocket insurance premium paid by employees if they engage in certain healthy
lifestyles. I don’t necessarily think or haven’t noticed any great change in peo-
ple’s behaviors as a result of these initiatives. But trying to incentivize people
to do those things, and trying to educate them about the harm those things cause
is justified. Even if such incentives don’t help the incentivized person, maybe
they help their child or their child’s child. Ithink we have to talk about it. We
have to be aware of it.

We try very hard as a healthcare system, and we have seventeen hospitals
in a forty-five county service area. One of the things we’re very proactive
about is smoking cessation and we try the best we can to carry that message
throughout our service area. We’ve had marginal success, I think, at St. Vin-
cent in getting people to stop smoking. So I don’t think it’s an attempt to shift
blame or shift the cost. But, to give you one person’s opinion, I think that if we
can encourage people to be healthier, we ought to do it.

MR. SCHMITZ: I would have to agree with Mr. Speer’s comment that
we have very little evidence to support any assertion that there’s been a lot of
change out there. With the increase in deductibles, however, employers do
have the potential of reducing their costs. But, I think what employers would
do — and you see this with many employers that have profit-sharing plans, the
purpose of which is to actually get the employee invested in the performance of
their organization — is impose a higher deductible on health plans. So in a
sense, the cart truly is a little bit in front of the horse on this one.

Anthem has a comparison tool that is available to all of our insured clients
today. Let me give you a brief overview of the tool. It lists thirty-nine different
procedures. Right now if a member or any patient goes to Wishard or St. Vin-
cent they really don’t know how much it’s going to cost. Providers are not in-
tentionally vague with regard to cost. It’s just the historical nature of our
system. First you receive the services, and later, when you get the bills, you see
the cost associated with each line-item. If you think about a bill for a car, the
bill would list the cost of the tires, the shocks, and so on. The big difference is
that the costs associated with cars are very transparent and easy to compare.
But, when a consumer like me tries to determine the cost of having his or her
gallbladder removed at St. Vincent, as compared to the cost at Wishard or at
one of the surgery centers, there is no easy way of comparing the costs. So we
built this tool to aid in the comparison. Tools like this are needed if employers
are going to get their employees to act as consumers in the healthcare system.
If folks like Anthem or the service providers don’t have these tools available to
inform patients about cost, the patient will really never know what to do.
They’ll keep going to the same place. So we need more robust tools that actu-
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ally show quality outcomes and overall costs. That would allow us to clarify
the overall value proposition. Such tools are and would be very useful, but I
don’t think that the transparency they provide can cause a true shift in overall
patient responsibility.

MR. GUTWEIN: Our lifestyles that we lead. I’m hoping the doctors
over there can explain to me why the French can smoke, drink burgundy every
night, eat foie gras, never run, and still stay skinny. It’s wrong, and we need to
figure out why.

Healthcare reform is multifaceted, and I’m an enormous believer that we
ought to do everything we can to reform our lifestyles. We shouldn’t smoke.
We shouldn’t drink wine every night — every other night maybe — but not every
night. We shouldn’t be eating McDonald’s hamburgers three times a day. We
ought to stress those good behaviors because they are critically important. I
also am a believer in economic incentives for people to alter their conduct.

I do believe that economic incentives work. In fact, I see Dr. Virginia
Cain, the Director of the Marion County Health Department, has joined us to-
day — Nice to see you, Dr. Cain. We use economic incentives all the time in
programs that Dr. Cain and I are working on at Health and Hospital. For ex-
ample, at-risk pregnant mothers who are at risk of having low birth weight ba-
bies, we provide those women economic incentives to go and get their well-
baby care visits, to take their vitamins, and to do all those very important things.
When they do, they get little coupons, and they can take those coupons and get
car seats. We actually partnered with St. Vincent in one of our clinics on this
thing. And it turns out that those economic incentives work and that the young
mothers to whom we can offer a car seat or a free crib or baby clothes come in
and actually get their visits. As a result, they have full-term babies and fewer
premature deaths. So incentives work and I think we ought to use them all over
the healthcare system.

Having said that, I am highly dubious that what I think is called con-
sumer-driven healthcare can offer the kind of huge gains or the radical reforms
that will bring down healthcare costs to the levels that exist in other countries.
In other words, that consumer-driven healthcare can save us seventy-five per-
cent of our total healthcare costs, which is how much more we spend than the
Canadians. The Canadians spend only about twenty-five percent of what we
spend on healthcare. The French spend about fifty percent. In other words,
there are not fifty percent gains to be had in consumer-driven healthcare, and
here’s the reason why: It” because — and these are basic economic reasons — it
turns out that economic incentives only work for items that have what econo-
mists would call an elastic demand. In other words, where the price actually
can affect conduct incentives are effective. However, really expensive health-
care procedures are inelastic. In other words, we do not shop for price when we
need something that is really expensive in healthcare.

I’m an enormous believer in the market. When you need a pair of blue
jeans, the market is perfect at saying, “If you want to go down to Goodwill, you
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can spend fifty cents for a pair of blue jeans. If you go to Old Navy you’ll pay
ten dollars. If you go to Levi’s, you’ll pay thirty dollars. Or, you can even find
a place to pay $200 for blue jeans if you want.” In the market, you have those
choices. But when you have a heart attack and you need a heart catheterization
immediately, you do not want your doctor to come to you and say, “Would you
like a Goodwill heart cath? It’s one dollar. Slightly used, but it’s pretty good.
Or, you could go with the Old Navy heart cath. The kids love it. It’s a great
bargain for people on a budget. Or you might choose the basic Levi heart cath,
its price and quality is sort of in the middle. We could even give you the Dolce
& Gabbana heart cath.” That’s just not the way you buy healthcare when it’s
really expensive.

What economists would say is that healthcare is completely inelastic.
What you want is the doctor that can fix you perfectly and immediately, irre-
spective of the cost. That’s what we expect of our healthcare system. Mr.
Schmitz is exactly right. Different systems do have different costs. That’s the
case. But, what we expect of our system is that every doctor that touches us
will provide the highest quality care available while performing to nationally
accepted standards. That’s what we want to pay for. Or, what we want some-
one else to pay for. We don’t want an Albanian medical student who’s never
done a procedure before working on us. We want a real doctor. That principle,
that major healthcare costs are inelastic, is a fundamental aspect of our system,
and that’s why there are important but limited gains to be had from incentive or
consumer-driven healthcare.

There’s one other basic economic principle that’s at work here too. That
is, healthcare has what economists call economic externalities. In other words,
the purchaser of a healthcare service does not bear the full economic cost of his
or her decision. To expand upon an example given by Dr. Annas earlier, if a
person lands at the Indianapolis Airport today and is a carrier of SARS, we
could treat that SARS patient perfectly with $500 of antibiotics. So we could
grab her and say, “You’ve got SARS.” And we could pay her $500 so that she
can seek treatment. But, she might say, “I’m feeling pretty good today. There-
fore, I’'m going to take that $500 and I’m going to buy food for my children,
pay the rent for our apartment, and put the deposit down for school books so
that my kids can get an education.” That’s how she might choose to use that
$500. If those are the choices she makes, and for her they make economic
sense, then for her those decisions are the correct economic decisions. But, if
she then gives SARS to her children, who go to school and give SARS to eve-
rybody else, suddenly we have a multimillion dollar epidemic, simply because
she did not bear the full economic cost of the decision she made about health-
care. That is a principle that plays out every day in healthcare, and that’s why
an ordinary free-market healthcare system will not inevitably lead to the most
rational and cost-effective result. Economic externalities are powerful in
healthcare. So you can’t expect ordinary free-market principles to have the
same influence upon healthcare choices as they would upon a person seeking to
purchase a pair of blue jeans, which have no economic externalities.



2008] GETTING BEYOND IDEOLOGY TO TRUE REFORM 477

DR. CARROLL: There are two main questions here which I really want
to address. The first question is about “us.” It’s very tempting to want to be-
lieve that there’s something special about Americans and our lifestyles — smok-
ing, drinking, whatever — that drives up healthcare costs. The problem is that
it’s just not true. Our smoking rates are the lowest of the top ten industrialized
nations, and our drinking rates are pretty much the lowest as well. It’s just not
true that these behaviors are driving up our healthcare costs.

There are some very obvious differences though. One is the way that we
administer healthcare and health insurance across the United States. Obesity,
sure, we could all be thinner and we could all eat better, and obesity is a prob-
lem in this country. But, in the scheme of things, obesity is a relatively recent
issue, and our healthcare problems have been going on for a long, long time.
The other difference is related to the idea of consumer-directed healthcare, and
that one’s complicated. Again, it’s very easy to want to believe what I call, “the
moral hazard,” because it makes a lot of intuitive sense. The moral hazard is
the idea that if we all had some skin in the game, we’d care more. In other
words if I knew that my healthcare costs were coming out of my pocket, as op-
posed to someone else’s pocket, I would be more careful with how I spend my
healthcare dollar. There are a number of problems with this argument, this
“moral hazard,” the first being that somehow we don’t all have skin in the game
already. The idea that the taxes we’re paying to Medicare, the taxes we’re pay-
ing to Medicaid, and the amount of money that each of us individually pays for
health insurance somehow doesn’t count and that we, therefore, feel the need to
spend willy-nilly.

The second problem is the idea that somehow healthcare is like any other
product in this country. That if it was free, everybody would want it. I doubt
that if colonoscopies were free many people in this room would start buying
them by the dozen, or would say I need some extra chemo treatments this year,
or maybe an open-heart surgery because now it’s free. Most people don’t want
to get healthcare. It’s not as if all of a sudden when it became free everybody
would just immediately want more. Would some? Sure. People are always
going to abuse the system. But the idea that giving consumer-driven healthcare
to consumers is somehow going to control its costs has two real strikes against
it, and if there are any take-home messages that I hope you get from what I’'m
saying I think they would be these.

The first is that this topic has already been studied. There was a study
done by the Ram Corporation a number of years ago. It’s really the only major
randomized controlled trial of consumer-driven healthcare that I am personally
aware of. The study found that when people who weren’t used to controlling
their healthcare dollar gained access to consumer-directed healthcare; they ac-
tually did spend less on unnecessary healthcare. It worked. The problem is that
they also spent significantly less on necessary healthcare. Apparently, the aver-
age person can’t tell what’s necessary and what’s unnecessary when it comes to
healthcare. What they do is try to save money. This savings is not directed to
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some medical good. They just try to save money overall, which really doesn’t
work in the long run when healthcare related issues are involved.

The second — and this is probably the most important point — is that about
eighty-five percent of healthcare costs in this country are spent by about twenty
percent of the total population. Let me say that again. About twenty percent of
people in this country are responsible for about eighty-five percent of our na-
tion’s two trillion dollars in annual healthcare costs. The chronically ill, people
with care givers, people in ICUs, they account for the vast majority of our
healthcare costs. None of that can be affected by an MSA (Medical Savings
Account) program. After all, the expensive twenty percent blow through their
deductible in the first few weeks of the year. What MSAs do is they allow peo-
ple at the other end of the spectrum not to spend money. The top twenty or
thirty percent of healthy people in this country spend nothing on healthcare
each year anyway. So yes, they’ll get all their money back, but we need that
money to make the system work.

Insurance works by taking money from healthy people and using it to take
care of the sick. Your car, when you have a crash, gets fixed by the money
from people who did not crash their car that year. When your house burns
down, the money to build it again comes from the people whose houses did not
burn down. That’s insurance. Insurance has to take money from the people
who don’t get sick and give it to the people who do. And if we return all the
money to the people at the top end, the twenty, thirty, and forty percent of peo-
ple that have no healthcare costs, nothing will change at the other end of the
spectrum with the eighty-five percent of costs from the most costly twenty per-
cent of the population. We wouldn’t really achieve any significant drops in
cost, and the system would likely fall apart.

The eighty-five percent or more of costs at one end of the spectrum are to
some extent inelastic. We cannot make chronically-ill people use less health-
care. Unless we make a major change in our approach to dealing with end-of-
life care generally, we won’t be able to reduce costs by returning a few thou-
sand dollars to consumers. So while these ideas rhetorically make a lot of
sense, when you look at the economic realities involved and the true hard-core
facts, they really can’t be expected to make much of a difference in the long-
run.

DR. BUECHLER: That was brilliant. And it’s interesting, I’ve never
met Dr. Carroll before — the young physician and the old physician — we agree
completely. And the thing about it is that most physicians who are in the
trenches doing primary-care and taking care of underserved populations will
agree completely with what he has said. And I hope with what I’m going to say
right now.

To begin, I want to ask a question. And I would like a show of hands, if
you are comfortable doing so. How many people here don’t have health insur-
ance? One, and there might be another person or two who’s also in a time of
transition. Most of the forty-seven million people who do not have health in-
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surance are the working poor. Sometimes the wealthy are affected too, the up-
per fifty to sixty percent, but not very often. There are a couple reasons for
that. First of all, I would venture to say every person in this room has an IQ
above the national average of 101 or 102, whatever it is. Now, half the people
in the country have IQs below that. And if you don’t think intelligence has
something to do with healthcare and making decisions about whether you’re
insured or uninsured then you are out of touch, and you need to spend some
time taking care of some of this state’s underserved population.

Tell me, is that something you deserve, to have your IQ higher? Did you
do something worthwhile in your life to make your IQ higher than the average?

No. You may have grown up in a good environment, may have had some good
parents, may have had a pretty good education, but inherently your ability to
learn, transmit knowledge, and understand is a gift from our Creator. Be grate-
ful for it. What does that mean to me when it comes to healthcare? Those of us
who have been given much have to respond to those who have gotten less. Itis
easy to talk about taking responsibility for healthcare. But let me tell you, I’'ve
taken care of the underserved for thirty-some years. Many of them struggle
every day, and they can’t even take the responsibility to find and keep a job or
get and keep their car running. When you work with the underserved, you go
into houses that have no reading material — I hope you’ve heard of a program
called Reach Out to Read, where we’re trying to affect that — where kids are
brought up with not a single thing to read in a house, and you ask them to take
responsibility for their own healthcare or manage their healthcare dollar. You
quickly realize that such an assumption of responsibility is just impossible for
them.

Now, what does work? Primary-care works. And not just primary-care
the way we have traditionally known it, but a new type of primary-care. It’s
one that you see in community health centers, FQHCs (Federally Qualified
Health Care Centers), and rural health clinics. It’s a kind of primary-care that
we’ve tried to pioneer in some rural areas of Indiana: Multidisciplinary Health-
care. Multidisciplinary Healthcare is delivered to a population on a primary-
care basis with the help of physicians, mid-level providers such as physician’s
assistants, nurse practitioners, social workers, and mental health specialists. It’s
a team of people providing healthcare to the underserved population.

What does that mean? It’s a truism that a physician cannot be all things to
all people — cannot happen. It will wear you out. It will exhaust you. But if
you have a team of people providing healthcare to a population, it works ex-
tremely well and is very efficient. So when members of the underserved por-
tion of the population have healthcare issues, and they have many, a
multidisciplinary team is better able to respond than an individual primary-care
specialist. The team serves as the primary-care provider and their costs are
much lower in the long-run than those incurred by the individual PCP and a
team of specialists. Can I prove it? The only good proof that I’ve seen is the
study that was done by CMS (Centers for Medicare and Medicaid Services).
They did a study, I think it was, in Iowa and they looked at populations of Med-
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icare patients, and they found that if you take a population of 10,000 Medicare
patients, and you add a specialist to the physician population in that group of
10,000, any specialist, the cost for every Medicare recipient in that group goes
up about $700 a year. If you do the converse, take that same group of Medicare
patients, and add a primary-care provider, the costs to that group of 10,000
Medicare patients goes down by about $500 or $600 per person.

We have not come to grips with the primary-care crisis in our country, and
no healthcare reform is going to work — none will work — unless we deal with
the primary-care crisis. In recent years, the numbers of PCPs have dropped by
at least half. There are some good reasons for this, and some are actually being
addressed by Indiana University. It could be done better, but they’re working at
it. I don’t know if Dr. Steve Leapman’s here, but he’s the one, “shining
knight,” at IU. He’s really working on changing who gets into medical school,
because that’s a big part of the problem. See, your kids, a lot of them, are likely
going to want to go to medical school. How many of them are going to want to
go to Owen County, Indiana, and practice primary-care? Not very many I
think.

The other thing is this, if we’re going to have healthcare reform, it’s going
to have to be reform from the grass roots up. It can’t come from the people in
Washington. So it’s going to take you people, a grass roots movement, to say,
“We’ve got to change it.” We’ve got to change it, and we have to do it in the
best possible way. I’m sorry that I get a negative sense about healthcare reform
from the insurance and hospital representatives on this panel. They make it
sound as if we’re going to end up with some disaster if what they’re talking
about happens. We need a unified, simple system. Didn’t Dr. Annas say that?
And there is nothing simpler than this (indicating a Medicare card), let me tell
you, nothing simpler than this.

DR. ORENTLICHER: Ihave, I think, time for one more question before
we turn to questions from the audience. I want to pick up on a couple points
that have been made. That is, while we’re waiting for overall national reform
to change our system, other changes are being made, and there are some for
better and for worse. It has been suggested that we need to place more empha-
sis on primary-care. So of the changes that the private sector can make or that
government can pass short of an overhaul of the system — because, after all, the
government could pay for performance — which of the options out there really
are promising? If consumer choice, because of the problem with the chroni-
cally ill, has limited effectiveness, what really will work in terms of short-term,
less than full reform, changes?

DR. BUECHLER: I'm not going to say where my politics are, but you
might get a sense of them somewhere along the line. One thing that President
Bush did well was this: He said, at the beginning of his first term, that we were
going to have a community health center in every poverty county in the United
States. That bill was finally passed. He got that through just a couple years
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ago. They provide access to care for people who have no access to care, and
it’s a good access to care. There aren’t nearly enough of them. I don’t know
how many there are in Indiana, but they provide great access to care, and open-
ing more of those clinics is something that could happen pretty quickly without
a whole lot of federal money.

DR. CARROLL: I want to just reject the question outright, but I will try
to answer it. I think that we don’t want to let the “good” become the enemy.
There have been a lot of proposals in the last few years that certainly would do
some good. S-CHIP (State Children’s Health Insurance Program) for example,
which unfortunately got vetoed some time ago, was a great idea. The S-CHIP
program has covered significantly more children with healthcare. No matter
how much you think that people should be responsible for their own health, it’s
very difficult to say that kids are responsible for their own problems. Certainly,
they didn’t put themselves in the financial situation in which they find them-
selves. So covering all children, which seems politically reasonable, is some-
thing feasible that could probably occur. I want to reject the question outright,
though, because I think that a comprehensive solution addressing all of the
problems at the same time is necessary.

I think what you’re seeing in Massachusetts, for instance, is what happens
when you go piecemeal. The problem is, for example, that individual solutions
to the rising cost of health insurance often seem to make sense at high levels of
government. The problem is that health insurance is just too expensive. The
average family plan for health insurance in this country costs about $12,000 a
year. That’s the average. Not the high end, the average. Tell me how a family
who makes $40,000 a year with three kids after taxes is supposed to have an
extra $12,000 laying around. Subsidization works, but I don’t care how much
you subsidize, it won’t solve all of the problems for a family in this situation.
Give them all their federal taxes back, 100% of them. What do you think
they’re paying, $3000? They still can’t pay the $12,000 a year for a family pol-
icy. So you have to keep raising the level of subsidization.

There’s a lot of pushback on subsidization efforts because it’s intuitively
difficult for people to grasp how a family making $75,000 a year can’t afford
health insurance. A lot of people just can’t get their minds around that. It’s
just true. And so, while I think that there are some incremental reforms out
there, I also think that they are all doomed to failure in the long-run. They’re
not going to contain costs. They’re not going to take advantage of the large risk
pools that insurers rely on. They’re not going to necessarily cover everyone,
even with chronic diseases. They’re not going to always cover preexisting con-
ditions. They’re very difficult to enforce. Ultimately, they’re very anti-public
health.

So again, I would not want to be the enemy of the “good.” If you have the
political will to pass legislation, I’'m voting for it. I’'m not getting in your way.
But I think that if you truly want to talk about reform that’s going to solve real
problems, you have to think about Medicare’s history and you have to be will-
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ing to accept the fact that we had these problems before, and everybody made
the exact same arguments. We still somehow got Medicare passed. Also, every
other industrialized nation’s dealt with this. I don’t think they’re necessarily
that much smarter than we are, but they found solutions. And so, the arguments
suggesting that we can’t get this accomplished really don’t stand up.

MR. GUTWEIN: Iwould propose a five dollar cigarette tax. That would
be a short-term solution. I’m incredibly grateful to our General Assembly for
increasing the cigarette tax, and I would raise that tax through the roof. What’s
more [ would do exactly what Dr. Buechler suggested and take money from that
tax and invest it in primary-care, which is absolutely the biggest bang for the
buck out there. That would have an immediate and profound impact on the
state of our health nationally.

MR. SCHMITZ: There are a couple of things that I’d like to address. I
think Dr. Buechler brought this up quite well. The first is true support of pri-
mary-care. Ithink that support for primary-care is one of the ways that we can
really help affect an overall change. I also think that what Mr. Gutwein brought
up regarding the cigarette tax is a good idea. After all, a lot of that revenue
went to fund Healthy Indiana. Ialso think that Mr. Gutwein mentioned earlier
that Indiana is at the forefront of some good healthcare reform, and of getting
healthcare coverage out to individuals who don’t have it right now. One of the
components of that initiative was bringing skin in to the game. Giving the pop-
ulation of individuals who has never had healthcare insurance skin in the game
by providing them with a tool, like a MSA. I also think that one of the incre-
mental steps that we could take on the road to reform would be to increase
transparency.

We have a lot of great things in Indiana and in the U.S. generally. But,
the healthcare system is very complex. I’ve been in the game now for twenty
years, and boy, I’'m not ashamed to admit that I still get confused every day.
It’s a very complex system. I think that there is hope though, and that solutions
are possible. One of the things that we looked at with Wellpoint, and we have
thirty-five million members, is the incremental value of apparently small sav-
ings. If for example, you’re able to save a penny per month, if you will, on thir-
ty-five million members, that’s a whole lot of money. If you think about the
smart use of the healthcare system and what Dr. Carroll has brought up, you
have to admit that you can’t save a ton of money on those people who have
chronic illnesses. There is some potential to save by getting those folks to the
right care setting, but if you are able to save a penny here or a penny there, that
can be used. It adds up, and it doesn’t have to go into the healthcare system.

If you look at some of the hospitals that we have in our comparison, which
focuses on Central Indiana, we see extremes. The average price of a newborn
delivery, the total price — including the physician and the delivery itself — runs
about $7300 for per delivery. There are parts of our state right now where it
costs over $13,000 for the same delivery. Why does a delivery cost twice as
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much an hour away from Indianapolis as it does in Indianapolis? That’s just
wrong. That’s where increasing transparency by helping folks and their em-
ployers look at their healthcare dollars could be very beneficial. With transpar-
ency, local employers could work with hospital administrators and physicians to
look at how healthcare dollars could be used more efficiently in their communi-
ties. Not to beat up on the hospital or the physician. That’s not what I’m after.

I’'m just suggesting that any viable solution must help us get our arms around
the needs of the wider community. Mr. Gutwein mentioned the use of the in-
centives. Are mothers not going in and getting their prenatal testing? Is that an
epidemic situation, if you will, in a given county? That could be what’s driving
the cost of healthcare, but until we get our arms completely around these ques-
tions and deliver full transparency, we’re not going to know what the real cost
drivers are.

MR. SPEER: For those of you who aren’t aware, a substantial part of the
state of Indiana is designated by the federal government as medically under-
served. Marion County is a medically-underserved area. Not at seventy-sixth
and Spring Mill Road, but at tenth and Central. So the quickest and easiest
win, in my opinion, and the win that can be done tomorrow is to increase incen-
tives for primary-care. We have a declining number of applications for students
entering medical school. Ofthe students who are entering, a declining number
of those are pursuing or interested in a primary-care specialty. Why? If you
talk to those students when they’re undergrads making the decision to go to
medical school, once they’re in medical school, once they’re in a residency
program, and once they’re in practice for two to five years, or at any point in
time, it’s hard to find one that doesn’t bring up the reimbursement and eco-
nomic issues of being a primary-care doctor.

Mr. Schmitz pointed out — and I think he’s dead on — the average reim-
bursement for a family practice doctor in the state of Indiana is around
$125,000 a year. Dr. Buechler brought up the issue of IQ and the fact that the
IQs of people in this room are above that of the average. The position of any
individual entering medical school’s IQ, I would argue, is perhaps above most
of those in this room. And they have choices as to what they can do or where
they can go with their careers. There are exciting innovative opportunities out
there which will reimburse them better than a PCPs salary of $125,000 a year.
What’s more, most of the other enticing opportunities open to these students
won’t require them to incur $200,000 worth of student loans.

That system, in my opinion, can be easily fixed. It can be fixed through,
increased reimbursement by federal and state government, Medicare and Medi-
caid programs, and incentives around tuition for students who are willing to
enter primary-care, and willing to follow through with that decision and then go
locate in one of the medically underserved areas in the state of Indiana. I also
think that you could tweak Indiana State’s program. Indiana State has a direct
admit to medical school program for high school students, and many of those
students start off wanting to go into primary-care. But, that program can’t by
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itself resolve the shortage of PCPs, because students are free to choose another
specialty at will once accepted to the medical school. We need to create some
incentives to keep students interested in becoming PCPs. We have to fix the
system because right now the incentives just aren’t there to encourage someone
to go into that specialty.

I was also kind of hoping we’d get into a discussion today about some of
the growth and building of healthcare facilities and other things that is going
on, not only in Central Indiana but around the state. One of the questions I ask
every day as I drive by them, and I participate in the planning for some of them,
is who’s going to work in those facilities? We aren’t going to have the nurses
or the doctors to staff them. So again, we need to create incentives. Lastly, I'd
say that maybe we need to look at building an additional or second medical
school in the state of Indiana, a medical school that’s maybe focused just on
primary-care. My solution’s to fix primary-care. Those are just some easy
ways to do it.

DR. ORENTLICHER: All right. Let’s turn to some questions from the
audience. As we’re struggling to achieve national healthcare reform we’ve
seen states like Massachusetts and Maine step up. Should the federal govern-
ment do more to support state healthcare reform initiatives? Can it be done on
a state-by-state basis or are there too many problems? Specifically, with Mas-
sachusetts’ plan, will the uninsured flock to Massachusetts? Is there something
that can be done at the state level?

DR. BUECHLER: I don’t know much about this, and somebody here
might know more. It’s called the Healthy Indiana plan. FQHCs have social
workers and they’ve been handing out applications like crazy to underserved
people without insurance. It seems like people are very interested in a subsi-
dized — I think it’s a highly subsidized — insurance product. I don’t know
enough about it to discuss it in depth, but it seems to me that people that don’t
have insurance are very interested in the Healthy Indiana Plan. Just as Dr. Car-
roll said, there’s no way they can possibly afford it. So an expansion of that
plan might work.

DR. CARROLL: I think that a state plan, if it was incredibly well done,
could have great potential. I have to be honest. I don’t think most of the state
plans that have been put forth are necessarily going to accomplish their goals.
They don’t go far enough in my estimation, and in some sense the fact that they
take half steps makes them less likely to succeed in some ways than doing noth-
ing atall. This is because a half step that increases costs and provides very lim-
ited benefits makes any attempted reform look impractical and economically
unsound.

Additionally, there are a lot of problems associated with trying to imple-
ment healthcare reform at the state level. For example, what happens when
people want to move from one state to another? How would they report their
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insurance? There are actually legal ramifications, which likely all of you are
more expert in than I am, and they’re not really all that different than the rami-
fications at the national level. So is it possible that partial state reform could
succeed? Yes, but I actually think it’s probably less likely to succeed than the
whole step of doing it at the national level.

DR. ORENTLICHER: Okay. Thank you. Let’s turn to the next ques-
tion. Compensation seems to be one of the problems. Specifically, there seem
to be problems involved in compensating specialists more than primary-care
physicians, and compensating for treatment rather than for prevention. The
capitative compensation system pays providers to keep more patients healthy.
In other words, the capitative compensation system pays a certain amount for
each patient. That’s all you have, and so it’s in your best interest to keep them
healthy, because the less treatment they need, the fewer dollars are required.
Why has capitation not been more successful?

MR. GUTWEIN: Well, let me just offer perhaps a couple thoughts on
that. I work in a system that is essentially capitated. I’ll apologize upfront for
shamelessly bragging about the system that I work in. I work at Wishard
Health Services. We’re the second-largest state hospital system in the country,
with over 1.2 million outpatient visits a year. We are essentially a capitated
system because we get a fixed pile of money that we beg, borrow, and steal to
collect. Then we try to serve every patient that walks in our door. As aresult,
our incentives are precisely to serve each patient in the most effective, lowest-
cost way that we can. In other words, our incentives are actually precisely the
opposite of most healthcare providers. Most healthcare providers get paid
every time they perform — that’s assuming they have a payer — a procedure on a
person. Therefore, every time they do a procedure they get more money in the
door, so their incentives are to do as many procedures as they possibly can.
Conversely, we are incentivized to too make sure that patients become as
healthy as they possibly can as quickly as possible, and to get them out the door
so that someone else can come and fall into an empty bed in the middle of the
night if they need to.

It turns out that in our capitated system our cost per patient is in the nine-
tieth percentile in the country. In other words, ninety percent of the hospitals in
the nation have a higher cost than we have. Only ten percent have a lower cost,
and that includes hospitals in nice suburban areas that have very highly-
educated and healthy patients. Actually, our patient base is a pretty unhealthy
patient base because we deal with people who have a lot of problems. I think
the reason why we have such a high-quality and low-cost system is that we real-
ly do attempt to drive people to primary-care.

We have a system that works very hard to ensure that as much primary-
care is provided as possible. By primary care, I mean care provided in a con-
tinuum that finds illnesses at the earliest possible moment, works with patients
to give them preventive care, reduces the use of specialists, and keeps people
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out of the emergency room. All of those things drive down healthcare costs.
So I think that our system, because we don’t have an incentive to try to provide
unnecessary care, provides a pretty good bang for the buck when you bench-
mark us nationally.

Now, capitated systems have been unpopular for the private insurance sys-
tem because managed care tries to tell people that they can’t go to a doctor ata
certain time — even if they want to go — and second-guesses the decisions of
physicians and patients. Managed care does this, in part, because we don’t
have a fully-integrated healthcare system that can serve as the capitated portion
of the system. In other words, it works for us because we are both the payer
and the provider. Therefore, when we render medical care we focus on provid-
ing the lowest cost highest quality care for the patient. When the provider is
not the entity that’s capitated, but rather the payer, then a perverse incentive is
created to try to actually eliminate care. That’s why capitated systems, I think,
have been extremely unpopular with all of the physicians who’ve been on the
other side. The Kaiser Permanente system has actually been an awfully suc-
cessful system in terms of lowering costs and increasing quality. The Kaiser
Permanente system is a system like ours where both the provider and the payer
are in essence the same entity. So I think there’s great promise with the capi-
tated system, but not with the kind of capitated system where the capitation is
only at the payer level and not the provider level.

MR. SCHMITZ: I"d have to agree with Mr. Gutwein on a lot of that.
One of the things that you run into frequently is the notion that insurance com-
panies should own physicians. Anthem got into this back when it was just In-
diana Blue Cross many years ago. Back then we actually tried owning
physicians. We failed miserably at it. We could not run a physician’s office.
Conversely, one of the things that you’ll see with capitated products is that phy-
sicians are excellent at what they do. They’re excellent at rendering care and
trying to get people back to a healthy state. They’re not very good, however, at
being actuaries, and I think that’s why you run into difficult situations.

Another thing to consider is that you don’t have a lot of large groups. I
know there’s been a lot of discussion throughout the day about the size of risk
pools. As the size of a population increases, so too does the predictability of
the costs associated with that population. This allows insurance companies to
create better risk models. Throughout Indiana though, you probably could
count on a couple hands the number of physician groups that have enough
PCPs or overall physicians in their group to take on the amount of risk that is
necessary to affect the overall outcomes without really putting the groups them-
selves at risk financially.

DR. ORENTLICHER: Other comments? Okay. Then let’s turn to
another question. What is the role of for-profit entities in healthcare? If they
exist as a necessity for the free market to function, then how do for-profit insur-
ance companies justify vertical integration of pharmacy programs which also



2008] GETTING BEYOND IDEOLOGY TO TRUE REFORM 487

limit competition in patient choice? Are for-profit hospitals and other entities
good or bad for our healthcare system?

DR. CARROLL: Obviously, we’re all going to have different opinions
on this topic. I personally think that it really isn’t logical for for-profit organi-
zations to function in our healthcare system. Let’s be honest about how insur-
ance works, honest with no moral judgment. An insurance company makes
more money by covering more healthy people and fewer sick people. It really
only makes intuitive sense that the less money you have to put out, because
your people are healthy, the more money you will take in, and the higher the
profits you will make. Any for-profit insurance company that disputes that
analysis should really be talking to their shareholders, because that’s obviously
how they make money.

Whether it’s good or bad, in order to make more money, insurers must to
some extent cherry-pick their patients. You either have to go after the healthy
people and not cover the sick people, or you have to try to limit what you cover
so you’re not putting out too much money. Again, that’s the reason you have to
get a physical when you get insurance. That’s why you have to provide a de-
tailed medical history, so that your insurer can see what your prior expenses
were. That’s how for-profit insurance works, and it’s difficult to argue how it
could work on a very large scale.

If the for-profit insurance people are only going to cover the healthy peo-
ple, then the rest of us are stuck picking up the tab for the sick people, and
that’s what we’re doing right now. We’ve got Medicare and we’ve got Medi-
caid. That means we’re covering the extremely poor and the elderly, two of the
sickest, most expensive populations in the United States. At this point, private
insurance covers about two-thirds of the people in this country and actually
pays for about one-third of the cost. That’s how they make their money. The
government covers about one-third of the people, the most expensive one third
and pays for two-thirds of the cost. That’s why they can’t afford to reimburse
very much. That’s why it always looks like they’re hemorrhaging. There’s
nothing inherently wrong with the government system, nothing inherently
wrong with the way that Medicaid and Medicare work. They’re just hampered
by their expenses.

Look at it this way. I have private insurance, but every year my insurance
rates go up. The Medicare rates to some extent have been static since they were
put in to effect. In essence, Medicare charges you a fixed percentage of your
pay check. They can’traise their rates. Yet every year they’re forced to cover
more people because more people are reaching the sixty-five and above age
bracket. They’re forced to cover more costs and they continue to do it without
raising their rates. But, private insurance gets to raise their rates whenever they
want, and they can cover more and more healthy people each year. That’s how
they make their money. To try to integrate those two systems would be very
difficult. They won’t mesh.
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Now, perhaps there are other models that would allow private insurers to
make money on top of a national insurance system. That’s how Medicaid sup-
plements work. That’s perfectly plausible. There is no way that both systems
could be in direct competition with each other though. As long as private in-
surance companies are going to make money by covering healthy people, a pub-
lic system would find it impossible to function effectively at the same time.

DR. BUECHLER: I'd like to hear the answer from the largest profit-
making company in Indiana (Anthem/Wellpoint).

MR. SCHMITZ: When I look at hospitals, whether they are referred to as
not-for-profit or for-profit, I recognize the fact they’re in business to stay in
business. We don’t want to see any of the not-for-profit hospitals that we deal
with every day go bankrupt. We don’t want to see them close their doors, or
have an issue with regard to overall financing. We want to see our hospitals to
stay in business.

In regards to Dr. Carroll’s comments, Anthem has recently expanded its
role. At one time, we did only offer commercial health insurance. If you look
at some of the risk pools that we have today, however, you will see that we have
some very tough customers. Indiana’s a highly-immunized state. There has
been a lot of the smoking on the job. There are still factories out there with
cigarette machines in their plants and employees that eat fast food every day.
That hasn’t stopped us. Today, we serve the Medicare population, two years
ago we got into the Medicaid population, and now we have recently gotten into
serving the Healthy Indiana population. It’s not about denying care. It’s not
about charging more to make a profit. What we’ve found is that employers, the
State of Indiana, and the federal government, come to private payers and say,
“Look, here is the overall risk. Help us manage it. Anthem, MDwise, and
United, help us manage the overall risk. Help us manage the care. Help these
patients get to the proper physician or provider. Let’s use the services prop-
erly.”

Mr. Gutwein was correct when he stated that consumer incentives like gift
cards or other small incentives can be helpful. We use incentives a lot with our
Healthy Indiana population. We use them with our Medicaid population.
We’re managing the risk. We’re helping these people get to their primary-care
visits. We make sure that there are bus lines, and if they don’t have the trans-
portation, we get them to their appointments so that we can reduce that overall
long-run cost in care. So at the end of the day, whether you’re for-profit or not-
for-profit, you’re in business to stay in business. You can’t stay in business and
lose a lot of money.

MR. GUTWEIN: I work for a public hospital that is there to treat the in-
digent and to serve, so let me take a moment to defend the for-profit hospitals.
To piggyback on Mr. Schmitz’s point, I want to point out that the system we
have right now requires payers, and principally insurance-carrying payers, to
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subsidize the healthcare delivery system for nonpaying patients. It’s a system
that mandates cross subsidization. In other words, if you put a hospital down-
town, we expect that hospital to serve every single patient, including a fair
number of nonpaying patients, and all of us that have insurance are expected to
subsidize those nonpaying patients. That creates for the business model and the
healthcare provider the dilemma of how to stay in business when you have lots
of nonpaying patients coming to you.

Every healthcare provider tries to manage what’s called the payer mix. In
other words, how many patients have Medicare, how many have Medicaid, how
many have nice insurance cards, and how many are uninsured? And it turns out
that perhaps the most effective way to manage your payer mix is geography. In
other words, to put your hospital where the most payers are and the least non-
payers are. The second most effective way is to be a for-profit entity so that the
government mandates don’t apply to you, and you get to decide who comes into
your hospital and who doesn’t. And those facts are highly rational, predictable
behaviors that result from the healthcare system that we have. It’s precisely
what you would predict will occur if you set up a system that has forty-seven
million uninsured, then put in place laws that require every hospital that has an
emergency room to treat every patient that walks through its doors.

I don’t believe that for-profit hospitals are run by morally bad people who
are somehow trying to put one over on the rest of us. They’re rational eco-
nomic actors that are reacting to a broken system that needs to be fixed. Ithink
we need to provide universal coverage for everyone. That way we don’t have
the perverse incentives that lead to the construction of unneeded hospitals in
suburbs and hospital flight from areas of high density where people have enor-
mous medical needs but lack access. It is a systemic problem to me, not an in-
dividual issue of moral blameworthiness focused on the owners and operators
of for profit hospitals. So what I’m actually doing —

DR. CARROLL: Just to be clear. I’m making no moral judgments. I
said exactly the same thing; that this is how business operates. This is how in-
surance companies —

MR. GUTWEIN: Actually, I was agreeing with you completely, Dr. Car-
roll.

DR. CARROLL: Sometimes it’s very easy to jump to the conclusion that
a moral judgment is being made. I make no moral judgments. What we have
both described is rational business decision making on the part of healthcare
providers. That’s how they make money. Everybody agrees. Ijust don’t think
it’s appropriate.

DR. BUECHLER: I want to apologize to Mr. Schmitz because I made a
cynical comment earlier. In reality, I don’t have a problem with for-profit in-
surance companies. I do think that they need to be much more transparent
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about what they are offering, to whom they are offering it, and under what cir-
cumstances it will be offered, so that there can be true competition out there.
With big employers there is transparency, because they have people that ana-
lyze it. I do have a problem, same kind of a problem, though, with the for-
profit hospital system and the cherry-picking that definitely goes on, because it
impacts all of the not-for-profits. But that’s just our system. I can understand
it. It just isn’t good.

DR. ORENTLICHER: Okay. Mr. Gutwein, did you want to complete
your statement or respond?

MR. GUTWEIN: No.

DR. ORENTLICHER: Ok. Then let’s turn to another question. My son
is a physician. His wife is a nurse practitioner. For identical care she’s paid a
fraction of what he is. Should we not be making better use of nurse practitio-
ners and nurse anesthetists? How much would that do improve our healthcare
system?

DR. BUECHLER: Well, I’ve had a lot of experience with mid-level pro-
viders, and I am a strong advocate of nurse practitioners and physician’s assis-
tants, especially when they work in a collaborative practice. I have a bit of a
problem with their independent practice based strictly on education. The edu-
cation is significantly different, but most of what you see in primary-care is
calm and ordinary and can be taken care of by any well-educated person.
Should there be a discrepancy in payment? There should be a discrepancy.
After all I went through eight years of education after college. But it should be
slight. Really, the only thing that is saving primary-care right now for hundreds
of thousands of people in our country is mid-level providers — they’re doing a
good job — but we should all be working collaboratively together. There are
plenty of patients to go around.

DR. CARROLL: It’s interesting because the question really made me
think about how it would fix the system. The question gives me pause only
because it suggests that by fixing one aspect of the system, we’re going to im-
prove everything at the same time, including cost, quality, and access. In reality
though, it’s pretty much impossible to lower costs, improve quality, and im-
prove access all at the same time. There are quite a few studies that show that
if we get everybody in the country to stop smoking tomorrow the long-term
health costs of this country will go up significantly. That’s right, if everyone
quits smoking our healthcare costs will continue to rise, because people are go-
ing to live longer. It’s a good, but it’s going to cost us money. Conversely, I
can drop the healthcare costs in this country tomorrow if I kill everybody who’s
in a hospital today. That would not be a good, but it would reduce costs.
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Clearly, doing good, improving quality, and improving access are all go-
ing to cost money. Access to mid-level nurse practitioners would improve ac-
cess immensely. Would it improve quality? I don’t know if it’s been proven
one way or the other. However, such access might improve the quality of pri-
mary-care generally. Would it improve costs at the same time? I don’t think
so. More mid-level nurse practitioners would likely be able to see more pa-
tients, but I have no idea how much their training would affect the situation.
It’s very likely that it would improve quality and improve access at the sake of
cost. Is that fixing the system? That’s for everybody to decide. You have to
sort of prio