Health Care Reform Insights

Improving Health Care Value through

Shared Accountability

Bert Zimmerli

Rising costs and increasing demand for health care services requires a broader approach to
health care reform than the insurance mandates incorporated in the Affordable Care Act. At
Intermountain Healthcare, an approach focused on “Shared Accountability” was designed
to increase the effectiveness and lower the cost of health care by emphasizing the “Triple
Aim” of better care, better health, and better cost management.

INTRODUCTION

The health care system in the United States is fac-
ing staggering challenges of rising costs and wide
variation in both clinical quality and access to care.
Recent health care reform legislation—which focus-
es more on insurance mandates than on improve-
ments in care delivery—is unlikely to significantly
alter the fundamental trends of growing demand,
growing utilization, and rising costs.

But there is good news, if we as a nation choose
to embrace it: We know how to provide excellent
care at a lower cost. It’s already being done by orga-
nizations in different parts of the country, includ-
ing Utah, where Intermountain Healthcare is the
leading provider. If Utah were a country, by many
measures, it would rank as having the most effective
health care in the world.1

Intermountain’s approach—called Shared
Accountability—is designed to achieve the “Triple
Aim” goals of better care, better health, and better
cost-management.? To understand our approach, it’s
useful to understand the factors causing health care
utilization and costs to rise.

DRIVERS OF HEALTH CARE
UTILIZATION AND COSTS

Health care expenditures are rising at a rate that’s
disproportionate to the growth rates in other sec-
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tors of our economy because people are using more
care—and more expensive types of care. Utilization
is driven by a number of factors:

B An Aging Population

Aging is the first of a number of demograph-
ic changes fueling health care expenditure
increases. According to the 2010 census, a
growing percentage of seniors (age 65 and
older) now constitute about 13 percent of
the U.S. population (compared to 12 per-
cent in 2000 and 1990 and just 5.4 percent
in 1930).3

As more and more of the 77 million
baby-boomers turn 65, the percentage of
seniors is increasing and will account for
19 percent of the population by 2030.%
Moreover, the “oldest old”—those 85 and
older—are growing as a group, from 15
percent of seniors today to more than 20
percent of seniors by 2050.5

Since per capita spending rises with
age, health care expenditures will increase
as increasing numbers of seniors require
increasing amounts of care.

B A Sicker Population
A much more troubling demographic
change is the rising incidence of obesity in
our population. According to the Centers
for Disease Control and Prevention, 63 per-
cent of Americans have a body mass index
(BMI) greater than 25, which is considered
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overweight, and 31 percent have BMIs
greater than 30, which is considered obese.”

These percentages have increased rap-
idly in the last two decades. The prevalence
in children is especially alarming, because
it has nearly tripled since 1980.8

The health risks of obesity are well-
documented and numerous; they include a
greater risk of Type 2 diabetes, cardiovascu-
lar disease, cancer, hypertension, dyslipid-
emia, stroke, joint disease, and other health
problems.?

The annual medical care costs of obe-
sity are estimated at $147 billion.10

Incentives for Physicians and Hospitals
Current financial incentives in the domi-
nant fee-for-service payment model encour-
age physicians and other health care pro-
fessionals to do more tests and proce-
dures—and especially reward them for
doing expensive tests and procedures. This
is one of the main differences between the
U.S. health care system and the systems in
other countries.

As a result, America excels at “rescue
care”: trauma care, cancer care, cardiac
care, transplantation, etc. By contrast, most
other nations place a greater emphasis on
preventive and primary care, such as immu-
nizations, prenatal and well-baby care, and
the treatment of chronic illness.1!

Similarly, our fee-for-service payment
model pays on the basis of services pro-
vided rather than on outcomes or effective-
ness, rewarding the quantity rather than
the quality of care. And fear of litigation
causes physicians and hospitals to err on
the side of providing extra services.

Many caregivers take the course of
least resistance and order additional tests
and services, even though their medical
judgment tells them these extras aren’t
needed.12

Technology

In addition, technology has been a mixed
blessing in health care. Americans place
such a high priority on technological inno-
vations that we often rush to implement
new tools before we have fully evaluated
their effectiveness. While advances in tech-
nology have dramatically reduced costs in
other fields—such as data processing, con-
sumer electronics, and communications—
technological advances in health care have
almost always added costs.13

28 INSIGHTS e WINTER 2013

New breakthroughs in health -care,
unlike other fields, often require addi-
tional human resources, and these so-called
advances have not always improved out-
comes, even as costs rise.

The options for the definitive treat-
ment of prostate cancer, for example, now
include radical prostatectomy, robotic pros-
tatectomy, brachytherapy (radiologic seed
implant), radiation therapy, intensity-mod-
ulated radiation therapy, and proton beam
therapy.

While there are not demonstrably sig-
nificant differences in outcomes between
these various modalities, the costs of these

interventions vary by a factor of nearly
five.14

B Incentives for Patients
Patients tend to view more care—and
newer modes of care—as better care. In the
decades after World War II, Americans ben-
efited enormously from greatly expanded
access to employer and government health
insurance.

But an unintended consequence of this
insurance was an almost unchecked incen-
tive for patients to desire—and for caregiv-
ers to provide—access to every sort of care,
effective or not, with consumers largely
insulated from the true cost of care. While
Americans have been sharing in more of
the costs of care and coverage in the last
decade, the view that “more is better” per-
sists.15

It should be noted that health care organiza-
tions like Intermountain have been very successful
through the years in improving efficiency and in
reducing the unit costs of care materials and pro-
cesses.

We've done this through innovations in supply
chain, revenue cycle, information systems, and
other initiatives that enhance operational effective-
ness. As a result, the unit costs of care have tended
to remain stable and in some cases have even
declined.

But unit costs are only one component in
the overall cost of care. As shown in Figure 1:
Components of Cost, the other two components are
as follows:

1. The number of episodes of care (“popula-
tion utilization” or demand for care)

2. The number of processes used within each
episode or case (“intracase utilization”)
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Demand for care can be affected
by prevention, wellness, and care
management programs that help
people stay as healthy as possible.
Intracase utilization can be affected
by physicians and hospitals when
these providers follow evidence-
based best practices in delivering

Figure 1

Components of Cost

COMPONENTS OF COST

Costs are managed through delivery of appropriate, evidence-based care — complemented by our traditional focus on efficiency.
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The solution, then, to the problem

of rising health care expenditures is
to focus on all three components of
cost through the following:

1. Efficiency, as we have tra-
ditionally done, to address
unit costs

2. Evidence-based best practices, which
address both population utilization and in-
tracase utilization

3. Wellness programs and patient engagement,
which address demand or population utili-
zation

While the focus on efficiency needs to be contin-
ued and the focus on wellness needs to be expanded,
the largest challenge lies in defining and imple-
menting best practices—reducing the amount of
unwarranted variation in how we care for patients.
To redesign care delivery, we need to change the
behavior of all parties involved, especially hospitals,
physicians, and patients.

In changing behaviors, the parties can rally
behind a shared goal: higher quality care and better
medical outcomes. If we do this, cost growth will
naturally tend to be restrained. We may call this
the “health care quality paradox”: in health care,
higher quality tends to result in lower overall costs
to a population.

While this may be a counter-intuitive notion,
especially to consumers, it has been demonstrat-
ed by Intermountain Healthcare, Mayo Clinic,
Cleveland Clinic, and other organizations.1¢

The evidence shows that when care is deliv-
ered in the right way in the right place at the right
time—all the time—patients experience fewer com-
plications, fewer readmissions, and better outcomes
overall.
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That is our thesis at Intermountain Healthcare:
that evidence-based best practice produces higher
quality and lower cost. Our journey into evidence-
based medicine received a boost about 25 years
ago, when Brent James, MD, returned to Utah from
Harvard University and started to work on clinical
quality improvement studies at Intermountain.

Dr. James was one of a group of researchers
around the country who helped launch a move-
ment to identify and implement best practices in
health care. These researchers included Dr. John
Wennberg, Dr. Elliott Fisher, and others at the
Dartmouth Institute for Health Policy and Clinical
Practice, as well as Harvard School of Public Health
professor Dr. Donald Berwick, who founded the
Institute for Healthcare Improvement.

Dr. Wennberg’s studies of variation in the deliv-
ery of care to Medicare patients began in the late
1960s and developed into the project called The
Dartmouth Atlas of Health Care, of which he is the
founding editor.17

The clinical quality improvement process rep-
resents an evolution of clinical science: a shift
away from a “cottage industry” model, in which
apprentice physicians learn solely from mentors or
“master” physicians, to a “system” model, in which
physicians also study process and outcomes data
to determine the types of care that are most effec-
tive.18

Physicians work as part of teams with nurses and
other clinicians, administrators, and data analysts to
review opportunities for clinical improvement. Data
are measured and analyzed, best practice proto-
cols are implemented, and outcomes are measured
again to see if improvements occur. Physicians are
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always free to override the guidelines if they deem
it necessary, although they are asked to document
the reasons for using another pathway. This helps
improve processes and protocols, as the team learns
what works best.

In the 1990s, Intermountain created clinical
programs to serve as a foundation for quality
improvement efforts. We now have eight such pro-
grams: cardiovascular, oncology, intensive medi-
cine, women and newborns, pediatric specialties,
surgical services, primary care, and behavioral
health. Intermountain’s board of trustees sets annu-
al clinical quality goals for the clinical programs and
other areas to ensure progress is made.

In one example, as a result of our goal to ensure
heart failure patients were discharged with the
proper ACE inhibitors, compliance increased from
65 percent to 95 percent in one year, and readmis-
sions within 12 months decreased from 47 percent
to 39 percent (551 fewer readmissions). And, we
estimated 331 lives were saved compared to histori-
cal controls.

Not insignificantly, this represented a $2.5 mil-
lion reduction in health care charges to payers in
our communities in one year.19

In another example, we saw that the risk of
having to put a newborn on a ventilator was signifi-
cantly higher when the baby was delivered prior to
39 weeks of gestation. By reducing the number of
elective inductions prior to 39 weeks, we spared
many babies the risk and discomfort of beginning
life on a ventilator, and we estimate savings of $1.7
million for the period from 2009 through 2010.20
An added benefit was that the C-Section rates in
Intermountain hospitals declined.?!

Recent data show that Utah has ranked lowest in
the nation in per capita health care expenditures.22
Health insurance premiums in Utah are also among
the lowest.23 Yet clinical outcomes in Utah are
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among the best in the world. Dartmouth researchers
have cited Intermountain as a national benchmark
for high-quality affordable health care.

In a recent white paper on health care quality
and costs, adjusted for age and overall population
health, these researchers wrote:

How much could the nation save . . . ?
Using the Mayo Clinic as a benchmark, the
nation could reduce health care spending
by as much as 30 percent for acute and
chronic illnesses; a benchmark based on
Intermountain Healthcare predicts a reduc-
tion of more than 40 percent.24

More and more, health leaders and policymakers
have been awakening to the promise of evidence-
based medicine in addressing our nation’s health
care challenges. It will need to become a national
focal point, if we as a country are to succeed in pro-
viding excellent care at a lower cost.

SHARED ACCOUNTABILITY
APPROACH

At Intermountain, our Shared Accountability
approach is built upon the concepts of evidence-
based medicine and continual quality improvement.
Another core premise is that great health care is
the responsibility of all those involved: physicians,
hospitals, and payers, but also patients and the com-
munity as a whole.

As noted, Shared Accountability is designed to
achieve the Triple Aim goals:

B Better care (for patients). Create a more
robust mechanism to deliver the most effec-
tive, appropriate, evidence-based care. This
will oceur in large part through our Clinical
Programs and Services, as well as through
other initiatives and programs.

B Better health (for the population we serve).
We seek to engage patients in prevention
and wellness programs and in decisions
about their care.

B Better management of cost. We seek to align
financial incentives so that all those involved
in health care—including patients—are
motivated to seek high-value care. Not only
does the current fee-for-service payment
model incentivize providers to deliver more
care rather than best care, it also, in many
cases, financially penalizes caregivers who
try to deliver highly effective care.
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We are developing a new physician
payment model to pay physicians not only
based on the amount of care they pro-
vide but also on their meeting quality,
service, and cost-management goals. (See
“Valuation of Physician Contracts and
Structuring Physician Compensation” in
this Insights issue.)

Our commitment to evidence-based care means
supporting physicians and other caregivers in their
efforts to provide the right care personalized for
each patient. By “right care” we mean treatments
likely to be most effective, based on the latest stud-
ies and the body of medical knowledge and evidence.

This also means avoiding the three types of
substandard care identified by the Institute of
Medicine: over-treatment (doing too much), under-
treatment (doing too little), and misuse of resources
(making mistakes).25

Patient involvement is another key component
of Shared Accountability. Patients are typically
unaware of the relative risks, benefits, and costs of
different treatment options, and their health insur-
ance benefits often do little to encourage them to be
more discriminating consumers of care. We are also
committed to providing greater transparency as to
treatment options, so that patients and clinicians
can make more informed decisions together.

At the same time, we will continue to look at
ways to incentivize and reward employees and
patients who take advantage of programs that
encourage healthy behaviors. We're also providing
extra counseling and preventive resources to help
patients stay healthy, comply with their doctors’
treatment plans, and manage any chronic health
problems (like diabetes, heart disease, asthma, and
behavioral health issues).

Intermountain’s integrated structure helps us
address the Triple Aim goals of Shared Accountability.
Our health services division includes 22 hospitals, a
continuum of care services, and a medical group
with 1,100 employed physicians based in more than
185 clinics. We also have affiliations with 4,000
independent physicians.

In addition, we have a health insurance division
called SelectHealth that covers about 550,000 com-
mercial plan members, plus other members covered
by our Medicare Advantage and Medicaid products.
Beyond covering members in Utah and southeastern
Idaho, SelectHealth is also now covering members
in central and western Idaho through a partnership
with St. Luke’s Health System.

Our health insurance division is of critical
importance in helping us deliver care. For example,
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it allows us to work with members on health and
wellness issues before they become patients, and
it provides data about the effectiveness of care that
informs our clinical programs and services and the
development of best practices.

Each area within Intermountain plays a
role in Shared Accountability. One example is
Intermountain Personalized Primary Care (our ver-
sion of the patient-centered medical home concept),
through which the Intermountain Medical Group is
providing enhanced primary care services, including
expanded care management.

Another example is our Telehealth program,
which is allowing patients to interact with caregiv-
ers across distances. In addition to facilitating con-
sultations among specialists, Telehealth promises to
have a transformative effect on access to primary
care and care management, significantly improving
the patient experience.

At Intermountain, more than 20 teams are work-
ing to realize our vision of Shared Accountability.
By 2016, we expect to have most of the pieces in
place and showing significant results. Revenue and
expenses will continue to grow as the demand for
care grows. But, Shared Accountability will help
Intermountain bend the cost curve, saving hundreds
of millions of dollars compared to what costs would
have been if they had continued on their earlier
trajectory.

These savings will be returned to the community
in the form of lower premiums. By 2016, we expect
to be able to offer our commercial clients average
annual premium increases close to the rate of gen-
eral inflation.
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Shared Accountability offers an alternative to
rationing techniques—such as restricted benefits,
exclusionary pricing, and eligibility requirements,
or service delays—that might otherwise be the
norm in American health care. It retains the best of
American health care, while tackling the problems
of rising costs and wide variation in both clinical
quality and access to care.

The unsustainable trends in health care will not
be significantly altered by the current health care
reform legislation. The health care field needs to
reform itself by improving the way care is delivered.
Our greatest opportunity is to focus on improving
the effectiveness of care: to consistently do the
things we know are beneficial and to avoid doing
things that aren’t valuable.

And, as health care providers do their part,
patients and other payers (both private and govern-
ment) need to do their part to adopt healthy behav-
iors, use benefits wisely, and avoid care that isn’t
effective. With evidence-based medicine at its core,
Shared Accountability offers a strategy for doing
exactly that.
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