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Healthcare GDP Spend:

Does the US get what It pays for?
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In 2008, the total spending for health care accounted for 16% of th
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the OECD average; it is now 1#d rapidly climbing

On a per capita basis the U.S. spent the highest with a total of $7,
which is two-and-half times the OECD average

The public share of health care expenditure in the USA (45%) is le
than any other OECD country

Despite spending the most, the U.S. provides health care coverag
only the elderly, disabled and some poadn comparison, the same
amount is enough to provide universal health care insurance by th
government for all citizens in other OECD countries

35% of total health care expenditures are funded by private health
insurance, the highest In the OCED

Despite the expenditure, there are fewer doctors per capita in the
U.S. than most other OECD countries

Life expectancy in the U.S. is lower than that in Japan, Switzerlan
Canada and Australia

The infant mortality rate in the U.S. is higher than most OECD
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countries. In 2006, it was 6.7 per live births relative to OECD average

of 4.7
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Obesity rate among adults is the highest in the U.S. in the OECD
countries at 34.3% in 2006. Higher obesity rates leads to higher hé
care spending in the future
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Obesity Trends* Among U.S. Adults 1990, 1999, 20
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The Cost of Diabetes in the US

A 24 million peoplein the UShave diabetes,about
8% of the total population

A Onethird are undiagnosed

A As obesity becomes a "larger" problem, the
increasedncidenceof diabetesis reachingalmost
epidemicproportions

A The treatment of diabetesrelated complications
accountsfor about 55% of the nearly $100 billion

associated with diabetes management, the
remainderbeingdirect treatment expenses

A Althoughconfirmeddiabeticsmakeup only about
11% of the population over the ageof 65, elderly
diabeticsconsume

I 40%o0f skillednursingdays

I 29%o0f home-healthvisits

I 26%o0f emergencyoomvisits,and
I 21%of office consultations

A Diabeticsof all ageshavea 1.5 times greater risk
of being hospitalized,and remain in the hospital
an averageof 2.8 dayslonger than non-diabetics
with the sameconditions
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In the US, medical error is the 8th leading ca

of death

(1) Source: Agency for Healthcare Research and Quality (AHRQ), US
Department of Health and Human Services website
(http://www.ahrg.gov/qual/errback.htm)
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The November 1999 report of the Institute of
Medicine (IOM), entitledo Err Is Human: Building A
Safer Health Systerfocused a great deal of attention

on the issue of medical errors and patient safety. The
report indicated that as many as 44,000 to 98,000
people die in hospitals each year as the result of
medical errors

Even using the lower estimate, this would make
medical errors the eighth leading cause of death in this
countryt higher than motor vehicle accidents

(43,458), breast cancer (42,297), or AIDS (16,516)

A follow up study released in 2007 by the IOM

O0Gt NEBOSYliAy3a aSRAOFGAZ2Y ¢
between 380,000 and 450,000 adverse drug events
(ADESs) occur each year in US hospitals which could be
prevented through the use of computerized physician
order entry technology

About 7,000 people per year are estimated to die from
medication errors alore about 16 percent more

deaths than the number attributable to wonlelated
injuries®



http://books.nap.edu/books/0309068371/html/index.html
http://books.nap.edu/books/0309068371/html/index.html
http://www.ahrq.gov/qual/errback.htm

In the US, medical error is the 8th leading cau

of death

A The November 1999 report of the Institute of
Medicine (IOM), entitledo Err Is Human: Building A
Safer Health Systerfocused a great deal of attention
on the issue of medical errors and patient safety. The
report indicated that as many as 44,000 to 98,000
people die in hospitals each year as the result of
medical errors

A Even using the lower estimate, this would make
medical errors the eighth leading cause of death in this
countryt higher than motor vehicle accidents
(43,458), breast cancer (42,297), or AIDS (16,516)

A About 7,000 people per year are estimated to die from
medication errors alone about 16 percent more
deaths than the number attributable to worlelated

Healthcare [eform,vinAmany cases-€habled, was a cornerstone
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The American Recovery & Reinvestment £

President Barack Obama signs the econestiraulus

bill in Denver today at the Denver Museum of Nature &
Science, as Vice President Joe Biden looks on.

(The Denver Post | Craig F. Walker)

( )
$787 billion; approximately $34 billion in healthcareg Idr about
&$20 billion net of anticipated savings

r N
Introduced to the House floor on January 26th, it took less thar
three days to pass the House and passed the Senate on Febrt

ary
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Signed February 17, 2009; one of the first major political victor
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The majority of the relevant sections of the legislation can be
found in Title XIII, which is entitled the "Health Information
Technology for Economic and Clinical Health" or the HITECH £
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http://www.denverpost.com/portlet/article/html/imageDisplay.jsp?contentItemRelationshipId=2317711

Q a -r¥&8edl Provisions

s’ A The Office of the National
4. Coordinator for Health
Information Technology AR
(ONCHIT)
A EMR/EHR adoption by
hospitals and by physicians
Increased P Y A Improved privacy provision:
Funding or A HIT adoption by the Indian Increased anz sec rft) roi//igions ‘
P g i Health Service (IHS) Emphasis urity p
ayments i
y A Telemedicine technologies A Increased empha_S|s on
enforcement of privacy and
A Clinical effectiveness security of patient health
research information
\. y,
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Increased Responsibility and

Funding for the Office of the National Coordinator for HIT
(ONCHIT)

$2 billion in funding to ONCHIT for the:

A Additional funding for HIT product certification and the HITSP standards
committee

A Creation of a National Health Information Technology Research Center

A Creation of Regional HIT Research Centers and support for such existing
entities

A Creation of Centers for Health Care Information Enterprise Integration
A Promotion of telemedicine and remote patient monitoring technology
A Establishment of state matching grant funds for HIT and HIE initiatives
A Creation of regional / subational HIE initiatives

A Promotion of interoperable clinical data repositories and registries

A lmprove and expand the use of health information technology by public
health departments

A Funding efforts to develop and promulgate technology and best practices
that enhances the security and confidentiality of personal health
information
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EMR Adoption Incentive Payments
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EMR Adoption Incentive Payments

, e ot
Hospitals Eligible
$5M - 16M Providers
(depending on $44,000 7
patient census) $63,000 (max/EP)
L J L
truly widespread and broaebased

L

GK2as

J
\
The legislative provisions create disparities that the secretary of DHHS must address if EMR adoption is to
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Hospitals Must Act Swiftly to Realize Fu

Financial Benefit

Incentive payments begin in fiscal 2011 (October 2010) and terminate at
the end of fiscal 2016.

Payouts are over a-ylear period

In order for a hospital to qualify for the full monetary benefit, it must
meet the certification criteria by the start of fiscal 2013 (October 2012).

Beginning in fiscal 2015, penalties for roempliance will be applied
through a reduction in the increase in the Medicare reimbursement rate
12 6KAOK GKS K2aLAidlf g2dz R 23GKS
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A hospital would lose
Hps 2F AO0&a aYEN] SO oFa1iSid LINAROAYy3IE
50% in 2016,
75% in 2017 and each subsequent year thereafter until it could demonstrate
compliance.
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Incentive Payments for EP EMR/EHR Adoptio

Up to a max of $44,000$63,000 per EP

Medicare incentives based on 75% of total annual
Medicare charges paid in the previous fiscal
year to an eligible provider

Medicare Max Payment Per Year

$15,000 in year 1 if year 1 is > 2012
Medicaid incentives based on at least 30% MA pts. $18,000 if year 1 is 2011 or 2012

An additional 10% premium per payment for $12,000 in year 2
practicing in a health professional shortage area $8,000 in year 3

Incentives payable through Medicaid or Medicare $4,000in year 4

but not both; EP mustlect one and can change only once | $2,000in year 5

If payment source is Medicare, max payment is $44,000 and is payable over 5 years
If payment source is Medicaid, max payment can be as high as $63,000 and is payable over 6 ye:

Questions remain as to if physicians with few or no Medicare and/or Medicaid patients would
receive an incentive payment

Payments terminate in fiscal 2015. There would be no incentives paid if the first year of EMR

adoption is after 2014 —

12 J»SYSTEM RESEARCH SERV] e
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Physician EMR/EHR Adoption Incentives Penalties

the Recalcitrant

Incentive payments would begin in fiscal 2011
Payment would terminate at the end of fiscal 2015.

Providers who do not implement qualified products before
the end of 2014 will pay penalties in the form of reductions

in their Medicare reimbursement rate equal to a:
1% reduction in fiscal 2015
2% reduction in fiscal 2016
3% reduction in fiscal 2017 and each subsequent year thereafter.

State Medicaid programs could levy similar penalties, but as
yet have not announced such

There are no provisions to force private insurers to impose
similar ones but this should be considered highly probable
(ex. BCBSMA 2012 requirements).

13 J»SYSTEM RESEARCH SERVICESS

A e g e



Meaningful Use Criteria Goals

Improve Quality, Safety, Efficiency and Reduce Health
Disparities

Engage Patients and Families
The ability to effectively and

efficiently exchange health

L information electronically is
Improve Care Coordination a crucial element underlying
each of these goals.
Improve Population and Public Health

Ensure Adequate Privacy and Security Protections for
Personal Health Information

. . . A ’:” N RS
14 Source: ONCHIT Meaningful Use Criteria Draft July 2009 }SYSTEM Msmﬁi@@w\ wan
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Patient

Provider

Community

Nation

Goal

15

Incent
Adoption

ARRA

Meaningful Use
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2015 and Beyond

Capture Data
@Source

Improve Local
Access to Data

Enable Local
Analytics

Facilitate
Shared Access
to Data

Enable Global
Analytics

Clinical
Guidelines

Aimprove quality,
safety, efficiency

Almprove care
coordination

Aimprove quality,
safety, efficiency

AEngage patients

Almprove care
coordination

Aimprove quality,
safety, efficiency

Aimprove pop and
public health

HIE/EHR

Aimprove quality,
safety, efficiency

Aimprove care
coordination

Aimprove pop and
public health

A

and Alerts

Pop and
Public Health

Aimprove quality,
safety, efficiency

Almprove pop and
public health




I\/Ieaningful Use Criteria

Roughly Fall Into 7 Functional Categories & 3 Stages

1. Computerized Physician Order Entry and Clinical Decision Support

2. Nursing and Interdisciplinary Documentation

3. Performance and Outcomes Improvement

4. Performance and Quality Measurement and Reporting

5. Patient;Provider Health Information Exchange,
Personal Health Records, and Patient Education

6. ProvidecProvider Health Information Exchange

7. Privacy and Security

YT Y Y Y O
A A A A AN

Inpatient Facilities S
(IP) . ‘ Providers (EP)
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Recent Policy Updates and Awards

Health Information Technology

For the Future of Health ~ Care

CMS published its proposed Ameani ngf uDecenmbar80, 20091 t er
CMS/ONCHIT expected to finalize the criteria Q2 2010 ??7?
ONCHIT announces $235MM i n fiBeacon Community Qeeemies202009

ONCHIT awards 55 Community College Consortia $227 MM  to educate February 12, 2010
HIT professionals

RHITEC awards, totaling  $643 MM , given to 60 private/public entities 2/12 + 4/6/10
ONCHIT announces $626 MM in HIE grants to 50 states, 4 territories 2/12 + 3/15/10

7 —
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Jha DesRochesBlumenthal, et al
New England Journal of Medicine, March 25, 2009

RESULTS
On the basis of responses from 63.1% of hospitals surveyed, on'y 5. hos-
pita's have a comprehensize electronic-records system (L.e., presentin al! clinical
units), and an add':t&nn pre-a-basic system (i.e., present in at ‘east one clinical

un it} Computerized provider-order entry for medications hw :
onk ihospitals. Larger hnsp tals those located in urban areas, and teaching EMR operational
hospItT’s were mote ke eeestzanic-tecords systems. Respnndents cited cap- Even online medication
ital requirements and hi g‘l maintenance costs as the prinTary tetsessto implemen- ordersc the #1 focus of
tation, although hospitals with electronic-records svstems were less !ikely to cite patient safety initiatives
these barriers than hospita's without such systems. nationally -- is operational
in only 17% of US hospitals
CONCLUSIONS surveyed
The very low leve!s of adoption of electronic hea'th records in U.S. hospitals suggest
that pnl*n:].rmakers face substantia! obstacles to the achievement of health care per-
formance goa's that depend on hea'th information technology. A policy strategy fo-
cused on financial support, interoperability, and training of technical support staff
may be necessary to spur adoption of electronic-records systems in U.S. hospitals.
18 D> SYSTEM RESEARCH SE SERVICE h
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Another survey of EMR adoption by US hospitals shows a sharply rise si

2006, but to meet the ARRA target of 70% by 2015, much remains to be d

EMR Adoption Model

r-.-1ed|n.:alrecnru:lfullyelectrnnlc;HCU ableto ; 0% 0.3% 0.7%
7 cantribute CCD as byproduct of EME; data 0% (o} 151 (23}
warshousingin use Only 39 hospitals in the
Physician documentation (structured i i , U.s. have achiaved thea
] templates), full COES ivariance and 0.1% I:::f;; I:::;;; :II:;:; hichest maturity ratin
compliancel, full PACS E Y E
1.9% 2.5% 3.8%
L Closed loop medication administration 0.5% (6] (1231 (133}
Less than 14% have
CPOE, COSS iclinical protocols) R implemented CPOE and
cAl CacL = ATIO 015y CDSS
. . . ) 25.1% 35.7% Gi0.9%
3 I:err.ur-:he-:klng]J PACS available outside of 2.1% (12731 (1844) (2664)
radialogy
, Clinill::lalldata rlfep:us:t;r\r,. ':-Dntm”Ed:EdicaL 2a e 37 2% 31.4% 16.9% CMS stage 1 MU criteria
wvocabulary, clinical decision support, may have .79 X
(18287 11622) (885) for hospitals roughly

document imaging

correspond to HIMSS

14.0% 11.5% 7.2%
1 Ancillaries installed—lab, radiolagy, pharmacy 20.5% (710} {594) (377) StEEE a4
19.3% 15 6% 11.5%
a Allthres major ancillaries not installed 19, 3% (a73) 206 (602}
Sample size (% of hospitals) N=M/A M=5073 M=E16& N=5235

Source! HIMSS Analetics 2010
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EMR adoption in U.S. physician practices is also increasing, but adoptio

most limited, and growth slowest, among solo and small group practices

Figure. Percentage of office-based physicians using electronic Sr';"ei'lzgffcttr';ejr?\;g Eze
medical records/electronic health records (EMRs/EHRSs): ereese EYR edooion
United States, 2001-2008 and preliminary 2009
50 ¢ Over 70% of US physician
4 Any practices are comprised of only
45 413 39 EMR/EHR 1 or 2 physicians ®
40 L P system
0 Of the total number of US
E 35 b physicians in private practice,
E 46.6% practice alone or with
2 30 r only one partner ®
~ 25
5 20.5 Basic In 2007, such practices
T 20 182 4173 173 16.7 .. system accounted for 49% of the total
@ 15 o number of US private practice
& I 105 1.8 office visits @
10 + 5.3 Fully_
3g 44 0 functional Adoption of fully-functional
9 F 3.1 . system EMRs among 1 or 2 physician
. . . ; : ; . . . practices is about 5% @
Year top two impediments to
MOTES: &ny EMREHR is a madical or healih recard sysiem thal is either all or patially electronic (excuding systems solety far biling). The 2009 adoption cited by solo and
data are preliminary estimates (as shown an dashed lines), based only on the mail survey. Estimates of basic and fuly funational systems pRor o .
2006 could nat be compuied because some itlems were not collected in the survay, Starting in 2007, the skip pattem after the all or pamial EMRAEHR small practices
SYSIEMS question was removed. Incledas nonfederal, office-based physicans. Excludes radickogists. anasthesiclogists. and pathologsts.
SOURCE: COCMCHS, National Ambulatary Medical Care Suney
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Current Status

(June 2010)

All criteria and measures are subject to change or delay when final rule is published in
vK HAamnX

AStage 1 criteria period for public comment closed March 15

Anterim Final Rule governing these was scheduled to be issued in Spring 2010

ACurrent ETA unknowq(early July?)

Arhose in the July 2009 draft slated to go into effect in 2013 and 2015 (stages 2 and 3) are still very vagu
and are the most likely to be modified when CMS issues the NPRM for these later in 2010

Industry response has been strong and generally mixed to negat@eticisms are
focused primarily on lack of resources and vendor readiness issues:

Alimited financial resources; insufficient to cover actual project costs (esp. for hospitals)
AShortages of skilled personnel among both vendors and customers

hange managemeiatparticularly for widespread adoption of CPOE

Ime pressures
Avendor readiness staffing shortages and key functionality missing or insufficient
ACompliance reporting requires significant manual labor

HIEs remain a critical challenge and will require full government participation

v o . W
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Hospitals

Laboratories

Health Information Exchange

A Foundational Element for Stage 2 of Meaningful Use

B il

Pharmacies/

PBMs

@

22

Payers

Health
Information
Exchange

/

m

Public Health

Primary Care
Physician

/_‘\:

i s

Specialty
Physician

Ambulatory Center
(e.g., imaging centers)

Health information exchange is used interchangeably
(sometimes erroneously) as either a noun or a verb

Today, health information exchange takes many different forms;
however, in general, almost all can be placed into one of four
types:

i Hospitatcentric exchanges

i IDNOSYGNRO SEOKIy3ISa ol taz2 (1y26y

T Communitybased HIEs (also known as regional health information

organizations,
or RHIOs)

T Statesponsored health information exchanges

HIEs must tzevakzle to support bqvnhshl (active)and puII,

(passive} OOSaa uz2 RIOFT Y2aiu adzuJ
T Pull functionality typically provided through portals

i Push functionality typically implemented through SOA
enabled applications (e.g.;referrals)

While portal technology is simpler to implement, it may be less
useful to clinicians, who must interrupt their workflow to log into
the portal and formulate a query without the a priori knowledge
that the query will locate relevant information for the patient

The most valuable use of historical patient data is dependent on
Alda lToAtAGe (2 0S RSEtAOSNESR
FANRGS AdGa NBtSOFyOS (2 GKS
encounter and second, its ability to deliver the information at a
LRAYG Ay (GKS LIK@aAOAlyQa ¢2NJ
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Fuiure Quitlogk
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Virtualization of Disaster
EMRs, EHRs Servers, Storage Recovery/Biz
and Desktops Continuity
_/ >, D
) ™\ ~
SOA, Integration
Platforms and Security Is_l_agi?/?c:sos'[ed
Portals
/ v,
: B N
X\Q{Viloeﬁ; and ~ Business and Remote
point of care Clinical Patient
devices Intelligence Monitoring
J y
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Quesiions?

Marc Holland
CEO and Managing Director
System Research Services

Please feel free to email me at
mholland@systemresearchservices.com

Join my blog @
www.healthsystemcio.com
Website:
WWWw.systemresearchservices.com
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