
Th Fi ( t ) E PiThe Five (not so) Easy Pieces 
of Health Reform

and The Last Detail(s)

American Enterprise Institute

June 4, 2009June 4, 2009





Less Intrusive IncentivesLess Intrusive Incentives

Propulsion, not compulsion
• Better value• Better value
• Fill in your own gaps

C ili d fl• Ceilings and floors
• Delayed and discontinuous coverage penalties



Parallel PortalsParallel Portals

• Instead of regulation

A t bl h i• Accountable choices

• Facilitation, public goods, navigational aids

• Dialing up and down risk tolerance, control 
settings

• Committing to binding pools

• Less comprehensive levels of pooling• Less comprehensive levels of pooling
• Knocking down entry barriers to competition



Who’s the Boss?Who s the Boss?

• Choosing who chooses
• Where the purchasing dollar startsWhere the purchasing dollar starts
• Real responsibility
• Engagement & self-managementEngagement & self management
• Customization vs. standardization
• Elites inform but individuals decide• Elites inform but individuals decide
• WTP – individual vs. collective
• Trusted intermediaries?• Trusted intermediaries?



Closing the Value GapClosing the Value Gap

• Information & IncentivesInformation & Incentives
• Sharing data

M h t tt• Measure what matters
• CE that reports; you decide
• P4V differentials
• Medicare leads & leveragesMedicare leads & leverages
• Providers, patients, & payors



Realigning the Public/Private g g /
Balance

• Paying for results w/o dictating methods• Paying for results w/o dictating methods
• Modernizing public programs within WTP
• Affordability trumps comprehensiveness• Affordability trumps comprehensiveness
• Insurers’ identity crisis: price-taking subs or 

k t ki t f diff ti t d lmarket making agents for differentiated value
• Rules for pools



St I tiStronger Incentives

• Differential payments (absolute & relative levels)
• Smarter cost sharingg
• Targeted for health behavior
• Expanding the tool kit (time horizon, scope)Expanding the tool kit (time horizon, scope)
• Financial penalties vs. mandates



T ti & R t tiTargeting & Retargeting

• Everyone can’t pay for everyone else
• Protect the vulnerable first; pay for it (GAP); p y ( )
• Thinner coverage; value-driven
• Investing in next generationInvesting in next generation



Better Starting Points:
Delivery System

• Underlying high cost/low value of care drives 
rest of system

• Start measuring and disseminating relative 
performance of accountable providers

• Change incentives to spend smarter, treat 
smarter

• Deregulate delivery system
• Better health outcomes is goal, not more 

h l h ihealth services



Real Markets for Real ChoicesReal Markets for Real Choices

• Reduce future demand trajectory
• Need stronger tools than insurance expansion,Need stronger tools than insurance expansion, 

and current medical services delivery, to 
improve population health

• Changing time horizons
• Education, early childhood, decision support, y pp

navigational assistance



The Urgency 
f h kof First Discovering What Works

• Show me the savings• Show me the savings
• Focus on starting path to long-term solutions
• Open architecture don’t pour political cement• Open architecture, don t pour political cement
• Slow the train, reroute the tracks

W it till t th t• Wait till next year: the next 
“once-in-a-lifetime” opportunity




