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Jennings and in The New York Times. The Times article asked, "What is the best 
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Medicine. 
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THE NEW YORK TIMES NATIONAL THURSDAY, JUNE 30.1994 

A PURCHASING ALLIANCE 

Employers in Orlando Create an Envied Model 

By L\RRY ROHTER 


Special to The New York Times 


ORLANDO, Fla. - When Jim Cole
man took over as personnel director for 
the to\\l1 government in tbe Orlando sub
urb ofLongwood four years l\go, he wa,; 
alanned to find that the c03t of provid· 
ing heal!h care coverage for its ISS em
ploye~ was rising by as much as 25 per
eent a year. There was little he could do 
~bout it, though. 

"We really didn't nave any bargaining 
power" with tho insurance companies 
that offered health care' packages, Mr, 
Coleman recalled, "Some providers 
wouldn't even let us bid. They were not 
making any money off cities, so 'they 
didn't ""ant our business." 

Then Longwood joined the Central' 
Florida Health Care Coalition, a health 
purchasing alliance-that enable~ employ
ers both large and $mall in the Orl3Jldo 
area to shop for health care coverage as 
a single entity. The coalition bad bee,n 
created in the mid-1980'S, entirely free 
of any Government prodding or incen
tive, by corporate heavyweights like the 
Walt Di$nllY Company, Gsneral Mills, 
Tupperware and Martin Marietta, In 
joining it, Longwood got immediate re
suits, 

"The first ye~r, our rares wen! a little 
lower than the previous year, and we 
have had no premium increase~ in three 
years," Mr. Coleman nid. "We've 
rum€,d the clock back to pre-! 990 rates, 
and they have 5taYEld thltr!:," saving 
Longwood tallpayc:rs t"n~ of thousands 
ofdollars, 

Lower Costs, Better Care 
The City ofLongwood i~ haroly 3100" 

in welcoming the 'compc:tition In:),t the 
purcha:.ing grouP. "nich represents more 
(han 100 cornpanie:s with oV'(:r 500,000 
employees and dependents, ha5 brought 
!o health Cal;: here, At Or!a:ndo Regiona! 
l\fedic.31 Center, the largest hospilal in 
the area., administrators and do'tors ~ay 
effort3 to meet the cost and quality stan
dards tbat the coalidon encourages have 
resulte;:i not only in millions of dollal'S 
in savings but also in lower mortality and, 
morbidjty rates th;;t reflect improved 
patiet1t c~re, 

Th"r= a"""ln,i'dy mor>:than 100 simi
lar bealth care purcba~jng alliance$ 


, around the country, organizations that 

got the jump on President Clinton's 

health csre plan, which wQuld require the 

c!\!;;tion of ;I ";lst nation;!.l network of 
such alliances, Wht-ther or not the 
President' 5 plan is enacted - indeed, 
whether Of not Congre$$ enacts any 
health care legislation this yeqr - many 
of[h~$e private-sector health care initia
tives have 10llg since proved suce"~$ful. 
And none more ~o th .. n the Ccntral 
Florida He<llth Care Coalition, one oflhe 

oldest and largest of them, the coalition was re.quired to install a $2,000 tbat it added to a patient'S bill. 
,"Orlando is it pioneer in making national computerited da'ta.gathering But a colleague who prescribed <I le$s 

health care more effective, ~o Ihatall the system developed by MediQual. !I com expensive medicine had the same suc
actors in the system can get the best qual pany based in Westborough, ~IA) to cess rates with his patients, ....nen the 
ity lit the lowest cost," said Sean track every piece of infonnation that doctor who prescribed the more expen
Sullivan, president ofthe National Busi went onto Itpatient's chart during a hos sive medicine was shown the results, he 
ness Coalition on Healeh, "They offer a pieal stay, was at first surprised but a~eed to try 
model that others are followio8 because That database, gathered from some thl': che~per dru.g. He Willi evenru;?lIy 
tbey have demonstrated results," SSO hospitals a~u.nd the country, al convinced that hi5 patients were not ad

For the same reason. the coalition's lowed the coalition and local hospitals vel'liely affected by the change. 
operations have bcen closely studied by fOrlhe fil'lit time to measure the relation "That was a big eye-()pener." Dr. Wol· 
officials in Tallahassee and even Wash ship betwe,en the priee and the quality of fram said, "[0 see that there was a huge 
ington. The St~te of Florida's Agency m€'djcal care, Be;cau5E: of the system, diversity of Treatment pnlctice patterns 
for Health Care Admini:stration acknowl which cost about $50,000 to install, it and that quality did not directly corre' 
edges that its new system ofgovernment bccame possible [0 compare the effec late with cost," 
orl!tani~ed purchasing alliances for busi tiveneS$ not ollly of one hospital to an That one change - in the medication 
!\esses .,.,ith 50 or fewer-employees is in other but ;1150 of individual doctors. prescribed by one doctor in only one of 
~pired by Orlando'$ e,1<aml'le, the ho~pitill'$ 22 departments - hal! meant 

, Edward Towey, iI. spokesman for the A Recent Phenomenon hundreds ofthousands ofdollars in uv
stBle agency, said the Orlando coalition "Health clirehas not really been com ings, said Ms. Rudy. the hospital's busi
was a model for the rest ofFlorida on at petitive unlil quiee recently," said Eric ness director, By taking an equall~' hard 
least two coums. ··)t'e not only that they Kriss, president of MediQual. '-_~s a re look in other depammmts, officials have 
are pooling thsir buying power:' he said. sult, you ,have tremendous variations in reduced costs there as well, 
"equally importa:nt is the comprehensive both quality and cost, far more than you NotIons ago, for example, the hospi
collection ofdata, which lets purchasers would find in a truly competitive indus tal bought hip p~stheses from 10 dif· 
~ee what kind of value they arc: getting try. We routinely find" ariarions ofprice ferent manufaCtUIers, at Q cost ranging 
for their money." and quality of200 to 40Q percent." from $1,.500 to $1,000 a unit. "No",' we 

At fitst, s:)id Rindy Rudy, business are down to three suppliers," Ms. Rudy 
Ruistancr. but Not for Long director at Orlando Regional Medical said. "We told the physicians, 'You 

The coalition W3S born ncarly a de- Ccnter, "all of us were very nervous" make tbedecision,''' Given the data. the 
cade ago OUt of the dissatisfaction of about the deta-guttering sysu:m, The doctors decide;:i that ehe mOSt expensive 
employee-benefits manager$ at several main que51ions, she said, were two: hip implane was no better than the eom
of the largest companies in the Orlando "Could a computer system really mea petition, and cut it from the list, 
area, Health care costs here were risiog sure quality? I\r1dhowwould we look?" Similarly an analysis of dala on gall 
by double-digit percentages eaeh year, Docto", in pal'tieularwere initiallY du bladder operations indicated that 'a 
ami tht b~!\etits mMa~rs. who had ~e. biou$, "I thou~ht that as our co~ts sm;\lIer incision reduced the likelihood 
gun to analyze hospital bills, could find dropped, quality would ~uffer," said C. of post-surgical infection, which in rum 
no cOIT~lationbet",>c:en cost and quality. Gordon Wolfram, fonner chiefofmedi- reduced tbe average length ofa patient's 

At first, doctors and hospitals resisted. cine at the medical center, "But the op-' hospital stay, The resule: lower eosts for 
"Many oCthe providers didn't even see posite has occUrred. As our c;O$I~ have the hospitill and a smaller bill for the 
a reason \0 talk with US," said Dennis, dropped, our mortality and morbidity patient, 
Loney, manager ofemployee benefits for fates bave actually improved." 
Disney, whose 34,000 workers here' Ooe important reason for the im- End 10 a Medlure Drain 
make it the largest m~mber of the coali- provemenl, Dr. Wolfram said, is that the' l\s a result ofthese and other chanses, 
tion. "And some of those who did talk hO$pit~1 had previousl)' had ";I few doc- Orlando Regional Medic.,l Cc::nter is no 
with U~ ""fu~cd ro tall( about quali!)'.'" 10rS I/.oing O"erboaro on ordering Ie,!> longer I05ingmoney on the Media>l1: pa-

But the coalition plunged ahead ~ny- and procedllr~s," In some instances, he tients it rrc:ats. Three years ago the hos
way. And as its members looked sys- said, "the tests ihemselvl:! were causing pi131 was running $12.4 million in the 
tematically al hospital records, many some motbidity,~ red on itS Medkare cases, but by the firs! 
questions 3rose, Why, for example; were The data allowed doctors to eom~re qU~!'ler of this year "we were "ctually 
so many patients being held for obser· making a little bit," Ms, Rudy said, 
v!ltion over weekends, 8 practice so rou- "By cutting our losses on Medicare, 
tint) lbat Monday was the No. I day Jar we can stop eost-shifting," Dr. Wolfram 
discharge? V;nen the coalition simply What is the best added. "That means we don't have to 
pointed out thaI circumStance, adminis- s..ddle patient$ from Disney with those 
tratorsanddoctorsquicklymadeadju$t- health care alliance costs· So Disney i~ happy, and we'rl! 
ments in their procedures, happy," 

, O.er time, the coalition and hospit;;.ls in the co un try? for the most pm, employees enrolled 

learned that by ~haring infonnation and Maybe this one. in tht' coalition'svarious coveragephull; 
pinpointin'g areas for improving perfor- also S~€m satisfied, Trisha Fuston, a 25
manee, a\1 sides could benefit. ' year-()Id ~yr()11 clerk in Lonltwood, said 

"It's not a thnl31i!ni!)S or aecusatory that although doctors sometimes "rush 
relationsbip," Mr. Loney said of the their treatments against those of col- you in and out," she recognize; thae she 
coalition's dealings with hospitals here, leagues, and it was this'featurethat even- is getting good value for the $67 "month, 
"All we do is, sharf: the data and express Ulally won tham over, pit!! $5 an office visit, thal her coverage 
a concem, and let them do the rest" One caroiologist, for example. had COStS her. 

By the late 1980's, oew tools o/ere rOlitinely pre$cribed an el!.pen$'ve dot- "This is the first time I've ever had 
available, and the coalition was quick to busting medicine for bi$ patients, believ- insurance, and il's been Pnltty good;' she 
take advantE\ge ofthem. Any bealth care ing that it was by far the best thing on said. ' 
provider who wished to do business with the merket' and tberefore worth the 

Copyright e 1994 by The New York Times Company. Reprinted by permission, 
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THE CHALLENGE AND POTENTIAL FOR ASSURING QUALITY HEALTH CARE FOR 

rilE 21sT CENTURY 

I. Introduction 

Millions of Americans receive high quality health care services. The United States has many of 
the world's fmest health care professionals, academic health centers, and other research 
institutions. However, too often, the quality ofcare provided to patients is substandard. Too 
often, patients receive excessive services that undermine the quality ofcare and needlessly 
increase costs; and other times they do not get services that have proven effective at improving 
health outcomes and even reducing costs. 

For example, one study found that only 20 percent of eligible patients received beta blockers 
following a heart attack, despite the fact that they have been proven to be an effective 
intervention, reducing mortality by 43 percent (Soumerai, et al., 1997). Another ~tudy found that 
antibiotics are frequently over-prescribed, contributing to microbial resistance to these drugs 
(Gonzales, et al.,1997). Such resistance could cost as much as $7'.5 billion a year for more 
expensive health care interventions (Phelps, 1989). Moreover, there is still an unacceptable rate 
of errors; one study estimates that preventable errors in hospital care lead to 180,000 needless 
deaths each year (Leape, 1994)~ There is also a wide variation of medical practices across the 
country. For example, hospital discharge rates were 49 percent higher in the Northeast than in 
the West (Graves and Gillum, 1997). ' 

Poor quality care leads to sicker patients, more disabilities, higher costs, and lower confidence in 
the health care industry. As this report clearly documents, there is great potential to improve the 
quality of the nation's health care system, and there is widespread interest among represeiltatives 
in the health care'system to make these improvements. 

Consumers want understandable and reliable information to help them make critical decisions' 
about their health care. Most Americans consider it very important to know how well their ' , 
health plan cares for members who are sick, catches health problems at an early stage, and keeps 
members as healthy as possible. In fact, 90% consider how well their health plan takes care of 
members who are sick very important and 90% consider it very important to know how easy 
their health plan makes it for members to get the care they need (AHCPR-Kaiser, 1996). 
However, the vast majority ofAmericans did not see any information comparing the quality of 
health care plans, doctors or hospitals within the last year. 

Private and public purchasers have also demonstrated that they want more information about the 
quality of the care they purchase for their employees, their dependents and beneficiaries as well 
as new strategies to improve it. 'As this report illustrates, many private purchaSers ,are developing 
quality improvement programs, report cards and other measurement tools to help assure that they 
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can purchase health care based on quality, not just cost and benefits. For example,' GTE provides 
its employees with report cards so they can choose a plan based on cost and quality, and the 
Pacific Business Group on Health requires HMOs to set aside 2 percent of the premiUm dollar 
and al1o~s plans to keep that money only if they attain the performance standards set in customer 
service, quality, data collection, and other areas. 

Other efforts have emerged to measure and report on health care quaIity that have begun to 
provide consumers and purchasers the information they need to purchase quality health care and 
to enable health professionals and others to develop targeted strategies to improve care. 
Businesses as well as government agencies are working with health care providers, health 
insurers, health plans, accreditation organizations, labor unions, and others to encourage the 
development of these efforts. ,This report shows that where these representatives have come, 
together to make targeted efforts to improve the quality ofcare, they have been successful in 
improving health outcomes, increasing confidence, and often lowering costs. 

Some successful strategies have been identified and implemented, but there is clearly a need for a 
national effort. In its Final Report, the President's Advisory Commission on Consumer 
Protection and Quality in the Health Care Industry commends the investment in quality 
measurement and reporting made by 'some of the leading organizations in the field. Rut it notes 
that, "despite a growing number of efforts to measure and report on health care quality, useful 
information is neither uniformly nor widely available." Current efforts, the Commission added, 
"fall short of fully meeting users' needs and often are duplicative and unduly burdensome on 
health care providers, plans, and others." The Commission calls for "a national commitment to 
the measurement, improvement, and maintenance ofhigh-quality care for all citizens." 

While there has been a patchwork of successful efforts to improve health care quality, the current 
system leaves many gaps, and in many other cases is redundant. Moreover, there is no 
mechanism to share best practices and successful strategies; many purchasers simply do not have 
the information they need to assure they can purchase health ,care on the basis of quality, and not 
just what it costs or what it covers. , 

To address these concerns, the President's Commission called for the creati,on of two 
complementary entities to advance efforts to measure and report on health care quality -- a public • sector Advisory Council on Health Care Quality and a private sector Forum'for Health Care 
Quality Measurement and Reporting'. President Clinton has called on Congress to create a 
Quality Council through legislation, which would establish national goals to improve health care 
quality and develop strategies to achieve them. ' He has asked Vice President Gore to help assure 
the development of the private Quality Forum that would bring together the public and private 
sectors to identify a core set of measures to be adopted by health plans across the country that 
would ensure that, for the first time, consumers have a consistent set of standards so they can 
choose health plans based on quality -- not just on cost. 
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The Council and the Forum are.part of the Quality Commission's overall recommendations to 
improve the quality of health care. In its first report to the President,.the Quality Commission 
recommended a patients' bill of rights to assure that all Americans get the protections they need 
in a changing health care system. The Commission's recommendations build on the 
Administration's longstanding commitment to increase access to and improve the quality of 
health care. For example, last year the President enacted.the largest investment in children's 
health care as well as unprecedented Medicare reforms that extended the life of the Medicare 

. Trust Fund for a decade while improving plan choices and preventive benefits. However, access 
to health insurance is, of course, not sufficient to assure quality of health care . 

As envisioned by the Commission, the Quality Forum will 9uild the systemwide capacity to 
evaluate and report on health care quality. ror the first time, representatives of private and 
public purchasers will work hand in hand with consumers, providers, and other interested parties 
to develop a comprehensive plan for implementing quality measurement, data collection, and 
reporting standards and ensure the widespread availability of this type of information to 
consumers, providers, purchasers and others. 

The Forum will help eliminate duplicative and overlapping demands for information from health 
care providers and plans, and it will provide consumers and other purchasers with a common 
yardstick to make direct comparisons ofhealth plans, hospitals, nursing homes, or physician. 
Because purchasers will be speaking with a more unified and pragmatic voice on quality 
information needs, accreditors, health plans, health professionals and providers will be able to be 
much more responsive. In so doing, it will help assure that health plans will compete on the 
basis of quality as well as cost and benefits. . 

II. Evidence of Quality Problems 

While millions ofAmericans receive high quality health care services, there are a number of 
areas where the quality of care is falling short. This section documents some of these quality 
probl~ms including underuse, overuse, misuse and variation in use of health care services. . 

Underuse of Services. The fallure to provide needed health care services often leads to 
unnecessary complications, higher costs, and premature mortality. There are numerous examples 
where services that have proven effective in improving care and often lowering costs are not 
being used. They include: 

Diabetes Care. People living with diabetes require annual eye exams to avoid potential 
blindness (NIH, 1998). Yet, in its survey of managed care plans, the National Committee for 
Quality Assurance found that only 40% of diabetics in 1996 had received an eye exam during the 
previous year (NCQA, 1997). 
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Mammog:ams. Early detection of breast cancer through mammograms can prevent up to 30% of 
breast cancer deaths each year (CDC, 1998). However, NCQA found that 30% of women age 52 
to 69 in surveyed managed care plans had not received a mammogram in the previous two years 
(NCQA, 1997). 

Cervical cancer screening. As it result ofearly detection efforts, the incidence of invasive, 
cerVical cancer has decreased (CDC, 1998). Yet in 1996, nearly 30% of women between the 
ages of21 and 64 had not received at least one Pap smear in the previous three years (NCQA, 
1997). In 1998, an estimated 13,700 women will be diagnosed with cervical cancer and 4,900 
women will die from the disease. 

Heart Attacks. The use of beta blockers after heart attack has been shown to reduce mortality by 
43%. Yet, in a sample of Medicare patients in New Jersey, only 21 % ofeligible patients 
received beta blockers (Soumerai, et al., 1997). Experts at the Mount Sinai School ofMedicine 
have estimated that more consistent use ofbeta-blocker therapy could prevent an estimated 
18,000 deaths each year (Chassin, 1997). The use ofaspirin after heart attacks has also been 
shown to reduce mortality. But, in one study, a third ofMedicare patients who survived a heart 
attack failed to receive aspirin within two days ofhospitalization (Krumholz, et al., 1995). 

Overuse of Services. Excessive and necessary health care services can increase health care costs 
without improving health and can place patients at greater risk for injuries and complications. 
Examples of overuse of services that include: 

Antibiotics. In 1992, half ofall patients diagnosed with a cold and 66% of patients diagnosed 
with acute bronchitis received antibiotics (Gonzales, et ai., 1997). Yet antibiotics offer little or no 
benefit for these conditions. In that year, twelve million antibiotic prescriptions were written 
during office visits for colds, upper respiratory tract infections and bronchitis. These 
prescriptions accounted for one out ofevery five antibiotic prescriptions to adults in that year. 
Overuse of antibiotics imposes unnecessary health care costs, places patients at risk for adverse 
drug reactions and contributes to the emergence of antibiotic-resistant pathogens. Such 
resistance could cost as much as $7.5 billion a yearin unnece~sary costs (Phelps, 1989). 

Hysterectomies,· A study of the use ofhysterectomies in seven managed care plans found that 
16% were unnecessary (Bernstein, et al., 1993) . 

• • 
Tympanostomy tubes. From 1991 to 1992,23% oftympanostomy tube insertions for children 
with ear infections were found to be inappropriate (Kleinman, et al., 1994). 
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Misuse of Services. Errors in health care services cause missed or delayed diagnoses, 
. unnecessary injuries, premature death and often increased costs. Evidence of high rates of 

misuse of services inClude: ; 

Hospital Injuries. In the landmark Harvard Medical Practice Study of hospitals in New York 
State, adverse events, where injuries result from medical management rather than underlying 
disease, occurred in 3.7% of all hospitalizations (Brennan, et at, 1991). Of these adverse events, 
nearly 14% resulted in death. Investigators attributed negligence as the cause of27.6% of the 
adverse events and 51.3% ofthe deaths. Based on this study, Dr. Lucian Leape of Harvard 
School ofPublic Health has estimated that preventable errors in hospital care lead to 180,000 
needless deaths each year (Leape, 1994). 

Laboratory Tests. After rescreening, experts determined that anywhere from 1 0-to-30% ofPap 
smear test results were incorrectly classified as normal (Wilbur, 1997). These errors can result in 
missed or delayed diagnoses, sometimes meaning that patients have to go through more 
extensive and costly treatment. . 

Medication Errors. A study of two tertiary care hospitals found that among nonobstetrical 
. patients that suffered an adverse reaction to a prescribed drug, an estimated 28% of these injuries 
were deemed preventable (Bates, et al., 1995). As a result, these patients spent more timein the 
hospital and health care costs increased. In fact, the authors of the study estimated that 
preventable adverse drug events would cost an additional $2.8 million for a 700-bed teaching 
hospital (Bates, et al., 1997). If the costs in this study were representative ofand extrapolated to 
the nation's acute care hospitals, these investigators estimated that the hospital costs of 
preventable adverse drug events would be $2 billion annually. 

Ear infections. One study demonstrates that the use of less expensive types ofantibiotics for ear 
infections reduced the need for a second antibiotic course within 24 days of the initial therapy, 
was associated with a reduced rate ofadverse drug reactions (ADRS), and led to similar or better 
outcomes than the more expensive alternatives. Yet these more expensive alternatives are still 
commonly prescribed. If only halfof the prescriptions for these antibiotics were written for the 

. low-cost aItematives instead, the Colorado Medicaid program would have saved $400,000 in 
1992, and nationwide, expenditures would decreaseJ6% with the possibility for a reduced rate of 
ADRs and drug resistance (Berman, et aI., 1997). 

Variation in Services. There are significant geographic differences in practice that cannot be 
accounted for by differences in the health status ofpatients, available resources, patient 
preferences, or even clinical uncertainty. Such variation in services has contributed to disparities 
in mortality and morbidity .. 
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Hospital services. Hospital discharge rates and lengths of stay in the Northeast were 49% and 
40% higher, respectively, than those in Western states (Graves and Gillum, 1997). 

Cesarean section rates. Cesarean section rates in Washington State hospitals ranged from 0% to 
43% (McKenzie and Stephenson, 1993). 	 ' 

• 	 Diabetes care. Researchers found a twofold variation in routine care provided for diabetics 
(glycosylated hemoglobin measurement, eye exarris, and total cholesterol measurement) across 
three states (Weiner, et aI., 1995). The National Committee for Quality Assurance found a 

• similar variation in the rate of eye exams routinely recommended for diabetics, with over 50% of 
diabetics receiving annual eye exams in New England managed care plans compared to 32.6% in 
plans in the South Central region of the country (NCQA, 1997). 

In. From Quality Measures to Quality Care: Examples of Quality Improvement at Work 

Federal and State governments, private purchasers, physicians, nurses, insurers, labor unions, 
health plans, hospitals, accreditation organizations, and others have begun to address some of the 
significant quality problems in the U.S. health care system. One approach they have taken is to 
improve the ability to measure and report on the quality of care being delivered. The reporting of 
quality measures prompts a closer look at provider or health plan practices both as feedback for 
clinicians or as publicly available scorecards for consumers and purchasers to evaluate. Several 
of these endeavors have led to improvements in the quaJity ofcare and in the health outcomes for 
consumers, while often saving costs. Among these are:' 

The Prevention ofHeart Attacks with Beta-Blocker Treatment 

Despite the clear medical evidence that the use ofbeta blockers can significantly reduce the odds 
that a heart attack patient will have a second, and often fatal, attack, researchers have shown that 
too often these patients are not prescribed this life-saving therapy. Faced with this problem, the 

, Medicare Peer Review Organizations in Alabama, Connecticut, Iowa, and Wisconsin have 
launched a concerted campaign to increase use ofbeta blockers. They monitored beta-blocker 

, use after heart attacks in Medicare patients and provided feedback to all practitioners in their 
states. As a result, beta-blocker use climbed from 31.8% of cases to 49.7% ofcases (Marciniak, 
et aI., 1998). Based on these promising findings, Medicare expanded this campaign nationwide 
among its PROs beginning in 1995. 

With support from the Agency for Health Care Policy Research (AHCPR), the Minnesota 
Clinical Comparison and Assessment Program worked to generate consensus and commitment 
from providers to increase use of life-saving drugs like beta-blockers (Soumerai, et aI., 1998). 
Using local medical opinion leaders at twenty hospitals, they focused on the evidence, identified 
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barriers to change, and offered feedback of comparative performance. Their efforts yielded a 
63% increase in the use of beta-blockers. ' ' 

Using another life-saving treatment for heart attack patients, the MiddletoWn Regional Hospital 
in Ohio reported decreased mortality rates by reducing the time from hospital admission to the 
administration of thrombolytic therapy. Mortality rates decreased from 10.9%.106.5% in less, 
than one year. For their efforts, this hospital received the Joint Commission on Accreditation of ' ' 
Healthcare Organization's 1997 Codman Award, recognizing excellence in the use of outcome 
measurement to improve quality. • ' " 

The National Committee for Quality Assurance has ,begun requiring health plans to submit data 
on: the use ofbeta blockers after a heart attack as part of its·Heal~ Plan Employer Data 

" Information Set, version 3.0 (HEDIS 3.0), which isa standardized set of measures that assesses 
the performance of managed care organizations. This information assures that purchasers and 

, consumers have comparative information about the use of beta blockers by the health ' 
professionals in a particular health plan. In 1998, the Health Care Financing Administration, the 
Federal agency,that administers and oversees the Medicare and Medicaid programs, , began , 
requiring health plans participating in Medi~are to submit HEDIS data, including information on 
,beta blocker use. ' 	 , 

Improving the Quality ofCare for Heart Bypass Surgery 

More'than half a million Americans undergo coronary artery bypass surgery each year, but the 
quality of that surgery varies from hospital to hospital. To help consumers choose the best care, 
the State ofNew York and a consortium ofhospitals have been using quality measurement arid 
reporting techniques to flag problem areas and to improve the quality ofcare for bypass patients. 
For nearly a decade, the New York State Department of Health (DOH) has colle9ted and released 
hospital-specific data on coronary artery bypass surgery. Using these da~ New York targets 
quality improvement efforts to those hospitals with quality problems, including site visits, ' 
comprehensive consultations, and probationary action taken against facilities until they agree to' 
implement necessary changes. As a result ofthese efforts, between 1989 and 1992, the risk
adjusted mortality rate for bypass patients in New York State declined 41 % (Hannan, et al., 

, 1994). 	By 1993; the cardiac surgery mortality rate had declined by 52% (Hannan, et al., 1994a). 

The N~w'England Cardiovascular Project, involving five hospitals innorfuern New England, was', 
, 	 begun in 1990 to reduce mortality rates among coronary bypass patients. Similar to ,the New 


York program, this effort includes site visits, data reporting,and training for health care 

professionals. At the e?d ofthe project, researchers repox:ted a24% reduction in CABG 

mortality among the fiVe hospitals (O'Connor, et aI., 1996). 
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THE CHALLENGE AND POTENTIAL FOR ASSURING QUALITY HEALTH CARE 


FOR THE 21sT CENTURY 


Executive Summary 


In its landmark report to President Clinton, the Advisory Commission on Consumer Protection and 
Quality in the Health Care Industry called for a "national commitment to the measurement, 
improvement, and maintenance of high-quality care for all Americans." As part of that effort, the 
Commission called for the creation of a Forum for Health. Care Quality Measurement and Reporting 
"to develop and implement effective, efficient, and coordinated strategies for ensuring the widespread 
public availability of valid and reliable information on quality. " 

This report documents some of the existing quality problems in the health care system and identifies 
current strategies that have proven effective at improving q~ity outcomes, increasing confidence, and 
often reducing health care costs. It also underscores why a national effort is needed to improve the 
quality of health care. 

Confronting Quality.Problems 

There are several areas where the quality of American health care is falling short, including underuse, 
overuse, misuse, and variation in use of health care services. 

Underuse of services: . The failure to provide a needed service can lead to additional 
complications, higher costs, and premature deaths. For example, a study of heart attack patients 
found that nearly 80% did not receive life-saving beta-blocker treatment, leading to as many as 
18,000 unnecessary deaths each year. A survey by the National Committee for Quality 
Assurance (NCQA) found that only 40% of diabetics received a recommended eye exam in the 
previous year. The NCQA survey also found that 30% ofwomen age 52 to 69 had a 
mammogram in the previous two years. A CDC study estimated that only 30% ofwomen 
between 21 and 64 had a Pap smear in the previous three years, despite the fact that early. 
screening reduces mortality. 

Overuse of Services. Unnecessary services add costs and can lead to complications that 
undermine the health ofpatients. For example, half of all patients diagnosed with a common 
cold are incorrectly prescribed antibiotics. Overuse of antibiotics has been shown to lead to 
resistance and as much as $7.5 billion a year in excess costs. Another study found that 16% of 
hysterectomies performed in the U~S. were unnecessary . 

Misuse of Services: Errors in health caredelivery lead to missed or delayed diagnoses,higher 
costs, and unnecessary injuries and deaths. A study ofNew York State hospitals found 1 in 25 
patients were injured by the care they received and deaths occurred in 13.6% ofthose cases. 
Negligence was blamed for 27.6% of the injuries and 51.3% of the deaths. Based on this study, 
researchers estimated that preventable errors in hospital care led to 180,000 deaths per year. 
Researchers estimate that as many as 30% of Pap smear test results were incorrectly classified 
as normal. 



Other groups have undertaken quality measurement and reporting projects aimed at improving 
survival rates among heart bypass patients. General Motors, First Chicago NBD, and others 
initiated the Southeast Michigan Health Care Consortium,which is collecting outcomes data for 
all health care centers in the region. They plan to publish data on angioplasty and coronary 
artery bypass surgery in the fall of 1998 (The Business Roundtable, 1997). Similarly, the 
California Office of Statewide Health Planning and Development and the Pacific Business Group 
oli Health' have developed the California Coronary Artery Bypass Graft Mortality Reporting 
Program, which collects and reports risk-adjusted, hospital:·level mortality data for California 
hospitals that perfonn bypass surgery. Both of these groups hope to stimulate quality 
improvement by enabling comparisons among participating hospitals and health care providers 
(Meyer, et aI., 1997). ' . 

Reducing Unnecessary Cesarean Deliveries 

In 1995, nearly 4 million women entered hospitals to give birth and 785,000 women underwent 
cesarean section. Research into the variations in the rates of cesarean section procedures have 
raised questions about whether cesarian sections are being used when they are not necessary. 
While clinically indicated for some deliveries, this surgical procedure carries risks as well as 
morbidity when used as an alternative to vaginal delivery. Studies show that women living in 
Southern states had the highest cesarean rates while women living in Western states had the 

, lowest rates (Clarke and Taffel, 1996). Even within states, wide variations exist. For example, 
cesarean section rates in Washington State hospitals ranged from 0% to 43% (McKenzie and 
Stephenson, 1993). 

,The Greater Cleveland Health Quality Choice Coalition produces a biannual report card 
documenting patient outcomes in 27 local hospitals. In a consumer report card released in 
tandem with this analysis, the Coalition has tracked the nuniber ofcesarean section deliveries as 
a measure of perfonnance in those hospitals. As a result, several Cleveland hospitals have 
developed and implemented practice guidelines and have fostered collaboration efforts with 
physicians to improve care. Over three successive reporting periods, the aggregate trend of total 
cesarean section rates in local hospitals has declined (Cleveland Health Quality Choice Program, 
1997). 

", 
The Missouri Department ofHealth also developed a consumer report on obstetrical services. 
The ShowMe Buyer's Guide.; Obstetrical Services, issued in 1993, covered all 90 Missouri 
hospitals (Longo, et al., 1993). The guide looked at the length of stay, number ofbirths, lev,el of 
perinatal care, availability of labor, delivery and recovery beds at each hospital. It reported the 
cesarean delivery rate, high":risk infant transfer rate, ultrasound rate, vaginal birth after cesarean, 
very low birth weight of each facility along with the rates of neonatal mortality and patient 
satisfaction. Within one year ofthe report, approximately 50% of Missouri hospitals had taken 
action to address some of the issues raised by the guide; instituting or planning fonnal transfer 
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agreements with tertiary care centers for referral ofhigh-risk infants, developing car seat 
programs to improve safety, and training nurse educators for breast-feeding. On follow-up, 
hospitals previously performing a high level of cesarean deliveries also had reviewed their 
procedures and significantly lowered their rates for this procedure. 

Various firms and group purchasers have embarked on similar efforts to improve obstetrical care. 
The Massachusetts Healthcare Purchaser Group, a coalition of27 corporate and government 
health care purchasers, released a 1994 report card to coalltion members on obstetric care and 
held a "best-practice forum" on cesarean sections (Jordan, et al., 1995). The Dallas-Ft. Worth 
Business Coalition has initiated a pilot study to develop best practices for pregnancy and 
childbirth through quality measurement and reporting. General Motors, Chrysler, and the United 
Auto Workers union have also joined together to develop best practices for cesarean section in 
Flint, Michigan (AFL-CIO, 1997). 

Reducing Asthma-Related Deaths 

Despite advances in treatment, mortality from asthma has risen 58% from 1979 to 1992 
(NAEPP, 1998). Over the same period, both the incidence of asthma cases and hospitalizations 
related to it climbed. In 1993, asthma led to 468,000 hospitalizations, 100 million days of 
restricted activity annually, and a yearly cost of$6.2 billion. However, there are a number of 
examples ofquality improvement efforts that have been effective at improving health outcomes 
and reducing costs for people with asthma, including fewer emergency room visits and hospital 
stays. For example: 

In 1989, the National Institutes of Health initiated the National Asthma Edu~'ation and 
Prevention Program (NAEPP). One of its landmark accomplishments was the 1991 release of 
the Expert Panel Report: GUidelines/or the Diagnosis and Management ofAsthma. In this 
guideline, the NIH recommends the use of anti-inflammatory therapy (e.g., corticosteroids) for 
long-term control of persistent asthma, along with patient/provider education and other measures· 
(NAEPP, 1991). The NAEPP disseminated the report widely to health care professionals, 
medical schools, health care organizations, professional societies, and patientsand'updated the 
guidelines in 1997 (NAEPP, 1997). Prior to the guideline's release, only 21% ofemergency 
physicians reported using early corticosteroid administration in asthma. In 1994, 82% of 
physicians reported that they followed this practice recommended in the guideline (Lantner, et 
al., 1995) . 

Parkland Memorial Hospital in Dallas, TX, has implemented a plan of increased education for 
asthma patients and providers, coupled with more intensive treatment (NAEPP, 1996). The 
hospital recorded a 53% reduction in emergency department visits by asthma patients during the 
first two years. In an inner-city program in Boston, children with asthma experienced an 86% 
reduction in hospital admissions and a 79% decline in emergency department visits in response 
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to interventions, including one-on-one consultations with an asthma outreach nurse, patient 
education in self-management, and regular monitoring of patient progress (Greineder, 1995). 

The Mayo Clinic of Rochester, MN, reduced asthma-related emergency department and urgent 
care center visits 22%. Hospitalization rates for Family Medicine asthma patients under 65 also 

, fell, by 47% for those patients between the ages of 45 and 64. Their approach involved 
improved monitoring of asthma severity through the use of peak flow meter readings and site 
visits to physician offices to promote prescribing of anti-inflammatory drugs for asthma~ By 
yreating slots in the Family Medicine scheduling system, the hospital ensured that asthmatics 
could make follow-up appointments before leaving the Center (Weiss, 1997). ' 

The National Committee for Quality Assurance has required health plans to report on use of 
appropriate medications for people with asthma in its HEDIS 3.0 test set ofmeasures. The Office 
of Personnel Management and the Foundation for Accountability (FACCT) have also embarked 
on a collaborative effort to improve asthma disease management (AFL-CIO, 1997). 

Employers like AT&T, First Chicago NBD, and Deere and Company have also made efforts to 
improve the care of employees with asthma and reduce costs for such care (The Business 
Roundtable, 1997). In the first year of its program, Deere and Company, an Illinois-based 
manufacturer of fann equipment, recorded a 12% reduction in asthma-related treatment costs 
(Strickland, 1997). The company has achieved this by inviting workers and dependents with 
asthma to participate in an asthma education program, and facilitating the development of 
"personal action plans" with their physicians to guide employees' self-management of this 
chronic condition. 

Health plans have also recorded success with disease management programs in asthma. The 
Family Health Plan Cooperative ofMilwaukee, Wisconsin, has developed an Asthma Treatment 
Plan based on the NIH guidelines. They have identified the population at high risk, developed an 
education plan for asthmatics focusing on self-management, and encouraged physicians to work 
with their patients to create effective, customized asthma management plans. From 1993 to 1994, 
the Family. Health Plan Cooperative reported a 22% reduction in asthma admissions for patients 
between the ages of2 and 19(GHAA, 1995). 

, Increasing Influenza Vaccinatio~ Among Adults 

Influenza and pneumonia is the sixth leading cause of death in the United States (NCHS, 1997). 
For the elderly, influenza and its complications are particularly problematic, with 95% of the 
resulting deaths occurring in Americans over the age of 60 (Govaert,et al., 1994). Studies of 
influenza vaccine demonstrate saved lives and lower costs. In one clinical trial, influenza 
vaccination halved the incidence of the flu among patients over the age of60 (Govaert, et al., 
1994). Yet only 52% of people aged 65 and over received the vaccine in 1993 (CDC, 1995). 
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The National Committee for Quality Assurance now requires health plans to report on the 
number of older adults in the plans who receive flu shots each year. Similarly, the Department of 
Veterans Affairs has encouraged local VA hospitals to immunize 100% of its patients against the . 
flu (V A, 1996). Under a four-year program, the Centers for Disease Control and Prevention 
(CDC) and the Health Care Financing Administration (HCF A) have implemented the Medicare 
Influenza Vaccine Demonstration project to promote use of this preventive measure (CDC, 
1992). HCF A distributed letters to Medicare beneficiaries, provided physician reminders, trained 
nurses to recognize high-risk patients, and piggybacked vaccination messages on telephone 
company mailers. Over a three-year period, overall flu vaccination rates climbed from 26% to 
48%. In a few of the intervention sites, vaccination rates surpassed 60%. 

Building on the success of this demonstration project, influenza vaccine became a covered 
benefit under the Medicare program, and HCF A has undertaken a national effort to increase the 
use of the influenza vaccine. HCFA is working with its Peer Review Organizations (PROs), the 
Centers for Disease Control and Prevention, and the National Coalition for Adult Immunization 
to determine how best to improve immunization rates. It is also working with states, 
community-based organizations, and senior advocacy groups to promote this practice. The 
overall goal of the HCF A effort is to .achieve a 60% influenza immunization rate among 
Medicare beneficiaries age 65 and olde~ by the ye~ 2000. 

Reducing the Incidence ofP~essure Ulcers 

For the hospitalized and home care patient, pressure ulcers, or bed sores, can be a serious and 
chronic problem. While bedbound or immobile, unrelieved pressure on the skin can lead to its 
breakdown and damage to the underlying tissue. Patients in critical care, with hip fractures or 
with spinal injuries are at particular risk. Studies have also found that as many as one in four 
nursing home patients experience pressure ulcers and the cost oftreating them is more than $1.3 
billion annually (Bergstrom, et al., 1994). 

The Agency for Health Care Policy and Research has published two clinical practice guidelines 
addressing the prediction, prevention, and treatment ofpressure ulcers (Bergstrom, 1992; 
Bergstrom, 1994). Various groups have implemented quality improvement programs to prevent 

>~ and treat pressure ulcers based on these guidelines (Suntken, et al., 1996). 

In its 140 long term care facilities, the Department ofVeterans Affairs has undertaken a major 
quality improvement program to reduce the rate of pressure ulcers. In 1991, the V A Office of 
Quality Management began a program ofcalculating facility-specific incidence rates of pressure 
ulcers and disseminating the results to all long term care facilities in the VA system (Berlowitz, 
1997). The VA viewed pressure ulcer development as an ideal indicator because they are 
common, required the coordinated efforts and attention ofmultiple health care providers, and 
could serve as a sentinel for more systemic problems in a facility. A V Afacility in Memphis, 
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rn, employed a team-based approach to monitor patients and provide skin care. The rate of 
pressure ulcer development dropped from 11.5% to zero. Overall, the VA has experienced Ii 
decline in the incidence of pressure ulcers from 4.9% in 1990 to 3.1% in 1993. This offers 
another example where the feedback of quality measures prompts improvements in the quality of 
care . 

Reducing Low-Birthweight Births 

Though infant mortality rates in the United States have declined, the incidence oflow. 
birthweight babies has not. This trend is troubling since seventy percent of infant mortality 
traces to low birthweight newborns (Goldenberg, et aI., 1998). Also, low birthweight babies 
often require extensive and costly treatments. An AHCPR-sponsored Patient Outcome Research 
Team (PORT) studied the use ofdrugs called corticosteroids as one treatment to reduce 
morbidity and mortality in these newborns .. For these premature newborns, the PORT found that 
corticosteroids prevented many of the. complications associated with prematurity-respiratory 
distress syndrome, brain hemorrhage and death. 

Based on the PORT's work and other fmdings, an NIH consensus panel issued a guideline 
recommending corticosteroid treatment of women at risk of very pre-term deliveries (NIH, 
1994). The NIH disseminated this guideline to Federal health agencies, health care organizations, 
continuing medical education directors at hospitals, deans of medical schools, and directors of 
state and county medical societies. The media and major medical journals also covered ,the 
release of the guideline. Prior to the release of the guideline, only 30% ofwomen who delivered 
prematurely received corticosteroids. By 1996, this had risen to 70% (Goldenberg et al., 1998). 
Another study found that nearly 87% ofobstetricians surveyed after the release ofthe NIH 
consensus statement believed that corticosteroids could reduce infant mortality. Consistent with 
the NIH guidelines, 91 percent ofobstetricians reported that they would prescribe this drug 
therapy10 prevent the complications ofpre-term deliveries (Wright, 1996). An NIH
commissioned study concludes that if corticosteroids were used in 60% ofcases threatening 
preterm delivery, $157 million could be'. saved annually (NIH, 1994). 

. , 

Preventing Adverse Drug Reactions 

Preventable adverse drug events'cause 180,000 deaths a year (Leape, 1994). There have been 
several efforts by providers that have resulted in significant improvements in the qu~ity of 
patient care. 

1 ' 

, LDS Hospital in Salt Lake City, Utah, has taken steps to improve its rate ofadverse drug ev€!nts .. 
From 1990 to 1993, they discovered 2.43% of hospital patients experienced an adverse drug 
event (Classen, 1995). The hospital projected that if 50% of these reactions were prevented, cost 
savings would total $500,000, and hospitalization would be reduced by 450 days annually.' The 
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hospital took a multi-pronged approach that involved providing timely feedback to physicians to 
prevent severe problems; more effective tracking ofpatient drug allergies; a program that 
monitors kidney function while patients receive certain antibiotics with toxic effects on the 
kidneys; and a computerized disease management program for antibiotic use that integrates all of 
these components. These efforts led to a 75% decline in adverse drug reactions related to 
antibiotics. 

Through the Institute for Healthcare Improvement's Breakthrough series, Michigan's Pontiac 

,. 	 Osteopathic Hospital Medical Center achieved an 80% reduction in adverse drug events in its 
cardiac monitoring unit in one year (Leape, 1998). The program included standardization of 
physician order forms, especially for common conditions covered by standardized treatment 
regimens; thorough notation ofpatient drug allergies through computerized systems and 
wristbands; education on and easy access to drug incompatibility information; increased 
availability of needed medications; and routine monitoring of drug distribution. In total, 43 
health care organizations participated in this effort, setting a goal of reducing adverse drug 
reactions by 30% or more. After one year, one-third of the organizations had exceeded those 
targets. 

The American Medical Association recently launched a National Patient Safety Foundationwith' 
broad support from accreditation organizations, academic institutions, health plans, and other 
partners. Their mission is to "enhance the safety of the US health care system" by (1) promoting 
research on human and organizational error and its prevention; (2) increasing awareness and 
communication in patient safety and errors; and (3) encouraging the application of knowledge in 
this field (National Patient Safety Foundation, 1998). 

The Joint Commission on the Accreditation of Healthcare Organizations has established a 
Sentinel Event Policy, which encourages accredited health care organizations to voluntarily· 
report unexpected events or errors that lead to death, serious physical or psychological injury 
(JCAHO, 1998). If an organization does not conduct an acceptable analysis of the root cause of 
the error, the JeAHO will place that hospital on Accreditation Watch, a fact that may be publicly 
disclosed as part of the organization's existing accreditation status. This designation signifies 
that the organiza~ion is under close monitoring by the Joint Commission. 

The Department of Veterans Affairs has also designed an error reduction system in health care 
for use throughout its delivery system. This VA effort has taken lessons from the Aviation , 	 Safety Reporting System. Under this system,' the Federal Aviation Administration has increased 
the reporting of errors in aviation and improved safety with steps ranging from better air traffic 
control procedures to a recognition ofproblems with pilot fatigue (Final Report, 1998). 
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IV. Private Sector Efforts in Value-Based Purchasing and Quality Improvement 

Employers, labor unions, and other private group purchasers have increasingly demanded higher 
quality care for the dollars they spend on health coverage. One official at GTE stated, "We think 
that improved quality inherently costs less .. Improve the quality of health care and, in turn, 
improve the quality of life" (The Business Roundtable, 1997). GTE found that in 1995, its high 
performance managed care plans had hospital costs that were 11.5% below the national average. 
Risk-adjusted mortality rates were 8% lower than previously expected. On the other hand, low 
performance managed care plans had costs that were 3.6% above the national average and risk

! 	 adjusted mortality rates that were only 2% lower than expected (Sheffler, 1996). Many private 
purchasers are developing quality improvement programs, developing report cards and other 
measurement tools to help assure that they can purchase health care based on quality, not just 
cost and benefits. By measuring and rewarding quality, all of these purchasers have invested their 
resources in an effort to improve care, increase satisfaction, and reduce costs. For example: 

• 	 GTE provides its employees and their families with financial incentives to enroll in 
"exceptional quality" plans (those with high ratings on quality measures and satisfaction 
surveys). Employees receive report cards on plans so that they can choose a plan based on 
cost and quality.· Initial analyses of this approach showed that employees who considered 
making a health plan change were most sensitive to cost. However, they also relied 
significantly on specific quality information, with 30% considering GTE's designation of 
"exceptional quality," and 45% considering the quality scores based on HEDIS and 
participant satisfaction measures (Sheffler, 1996). 

• 	 General Motors blends several measures ofhealth care quality into one amalgamated 
quality measure and draws from direct indicators of quality from HEDIS, employee 
satisfaction measures, accreditation status, and impressions gained from site visits. GM 
also works with its plans to develop quality improvement strategies and facilitate the 
sharing of best practices (Meyer, et al., 1997). 

• Digital Equipment Corporation emphasizes value (which it defines as the sum of quality . 
of care and consumer satisfaction, divided by costs) in its health care purchasing .. decisions. Using information yielded from its performance reporting requirements, 
Digital identifies the best plan in each region as the "benchmark" plan, and bases its 
cpntribution to the cost of health coverage on the premium charged by that plan (Meyer, . 
et al., 1997). 

• 	 The Pacific Business Group on Health requires HMOs to set aside 2 percent of the 
premium dollar and allows plans to keep that money only if they attain the performance 
standards set in customer service, quality, data collection, and other areas (Bodenheimer, 
et al., 1998). 
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• 	. Seven leading business and employer organizations have recently announced a new 
initiative, the Employer Quality Partnership (EQP), to "accelerate the growing emphasis 
on quality in private health plans." EQP's has released informational guides and 
launched a Web site as part of their efforts to educate the public about the role of 
employers as health care purchasers. 

• The United Auto Workers labor union requires quality accreditation for all health plans 
offered to its members, and it is working on a strategy to provide information, including 
NCQA accreditation status and some quality assessment based on HEDIS measures 
(AFL-CIO, 1997). . 

Recognizing that quality health care can also lead to increased worker productivity, health plans 
are developing quality improvement programs that improve productivity and reduce costs. F<?r 
example, the Southern California Region of Kaiser Permanente developed an "Intervention for 
Employment Maintanence for Members with End Stage Renal Disease." This program involves 
a pre-dialysis orientation for patients. Six months before beginning dialysis, patients and their 
families are referred to a clinical social worker and nurse educator for evaluation and education. 
This collaborative team effort continues throughout the periods prior to and during dialysis, and 
routine monitoring and education is available for the patient. As a result ofthis program, blue
collar workers in the Kaiser program were 2.8 times more likely to maintain employment than a 
control group, with these individuals working an average of 35 hours per week. According to 
Kaiser, " 'working patients had increased quality of life, self-esteem, better health, and a more 
positive attitude toward work and life than nonworkers' " (Kaiser Permanente, 1996). 

V. Why We Need a National Effort to Improve Quality 

Some effective strategies have been developed to improve the quality ofhealth care delivered to 
patients every day. The promising developments described in this report, along with other efforts 
by private industry, labor unions, States, and the Federal government, are reason for optimism. 
However, it is also clear that a patchwork of efforts will not lead to significant, continuous 
nationwide improvements in health care quality. 

As the President' s Commissi~n noted, "Incentives to improve quality have been diluted by'. measurement efforts that vary widely in their aims and scope, and that have been, at best, only 
informally coordinated" (Final Report, 1998). There are many areas that have been left 
unaddressed by the current system .. For example, there are few quality measures or quality 
improvement programs on chronic conditions, and little data about quality care in institutional 
settings, such as nursing homes or home health agencies. Moreover, there are millions of 
consumers and public and private purchasers that do not have access to any of this type of 
information. 
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Also, the current system is often burdensome and redundant. For example, health plans and 
providers often have to collect excessive data to satisfy the variety of different reporting 
requirements and information needs of purchasers and consumers. Testifying before the 
President's Advisory Commission, Dr. Steven Udvarhelyi of Independence Blue Cross of 
Pennsylvania characterized the development and application of perfonnance measures as 
essential to improv~ng quality. However, he also noted that to report separate versions of HEDIS 
3.0 required for corrimercial, Medicaid and Medicare populations and for each ofthree states, 
Independence Blue Cross had to file nine different reports with a total of 675 indicators. 
State-by-state mandates for ad hoc performance measures add to the quality measurement 
burdens facing his organization. . 

Moreover, at present, employers, labor unions and other group purchasers do not have a central 
repository for learning about best purchasing practices, nor do they have affordable access to the 
technical assistance that would permit replication of the practices of pioneers (Meyer, et al., 
1997). Therefore, a program that has proven effective in lowering mortality following cardiac 
surgery in New York hospitals or a model asthma program that has improved health outcomes 
and saved purchasers money may never be borrowed by others interested in implementing 
similar initiatives. . . 

VI. Proposing a Forum for H~alth Care Quality Measurement and Reporting 

It is c1earthat directing attention to measurement gaps, reducing the burden of multiple r~porting 
requirements, and encouraging the sharing of best"practices will require much greater 
coordination across sectors of the health care industry. 

In its Final Report to the President, the Advisory Commission on Consumer Protection and 
Quality in the Health Care Industry recommended a Forum for Health Care Quality . . 
Measurement and Reporting that would: 

• 	 pevelop a comprehensive plan for implementing quality measurement, data collection, 
and reporting standards to ensure the widespread public availability ofcomparative 
information on the quality ofcare furnished by all sectors of the health care industry; 

.. Establish measurement priorities that address the national aims for improvement and that• 
meet the common information needs of consumers, purchasers, Federal and State 
policymakers, public health officials, and other stakeholders; 

• Periodically endorse core sets of quality measures and standardized methods for 
measurement and reporting; 

• Make recommendations regarding an agenda for research and development needed to 
advance quality measurement and reporting, and sponsor research and development 
activities if resources are available; , 
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VII. Planning for a Forum 

To launch a Forum for Health Care Quality Measurement and Reporting, the Quality 
Commission recognized the need to resolve important issues of governance, organizational 
structure, and financial support under the auspices of a neutral convener. The first stage of this 
process will be a six-month period where a planning committee will work to lay the groundwork 
for the operations of the Forum, recruit stable funding, and ensure broad representation of 
stakeholders. ,Private and public purchasers, consumer groups, health plans, and healthcare 
accrediting organizations have welcomed the efforts to create this private sector entity and affirm 
the need for collaborative and coordinated efforts. 

Building on the work of the Advisory Commission;,this report highlights some of the best 
examples of what the public and private sectors can do to improve health care quality. Their 
leading edge efforts tell us that we can do better. By moving from a patchwork of public and 
private efforts to systemwide changes, we can bridge the gap between actual practice and best 
practice. Creating a Forum for Health Care Quality Measurement and Reporting is a critical step 
in this direction. , 
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THE CHALLENGE AND POTENTIAL FOR ASSURING QUALITY HEALTH CARE 


FOR THE 21sT CENTURY 


Executive Summary 


In its landmark report to President Clinton, the Advisory Commission on Consumer Protection and 
Quality in the Health Care Industry called for a' "national commitment to the measurement, 
improvement, and maintenance of high-quality care for all Americans." As part of that effort, the 
Commission called for the creation of a Forum for Health Care Quality Measurement and Reporting 
"to develop and implement effective, efficient, and coordinated strategies for ensuring the widespread 
public availability of valid and reliable information on quality." 

This report documents some of the existing quality problems in the health care system and identifies 
current strategies that have proven effective at improving quality outcomes, increasing confidence, and 
often reducing health care costs. It also underscores why a national effort is needed to improve the 
quality of health care. 

Confronting Quality Problems 

There are several areas where the quality of American health care is falling short, including underuse, 
overuse, misuse, and variation in use of health care services. 

Underuse of services: The failure to provide a needed service can lead to additional 
complications, higher costs, and premature deaths. For example, a study of heart attack patients 
found that nearly 80% did not receive life-saving beta-blocker treatment, leading to as many as 
18,000 unnecessary deaths each year. A survey by the National Committee for Quality 
Assurance (NCQA) found that only 40% of diabetics received a recommended eye exam in the 
previous year. The NCQA survey also found that 30% of women age 52 to 69 had a 
mammogram in the previous two years. A CDC study estimated that only 30% of women 
between 21 and 64 had a Pap smear in the previous three years, despite the fact that early 
screening reduces mortality. 

Overuse of Services. Unnecessary services add costs and can lead to complications that . 
undermine the health of patients. For example, halfof all patients diagnosed with a common 
cold are incorrectly prescribed antibiotics. Overuse of antibiotics has been shown to lead to 
resistance and as much as $7.5 billion a year in excess costs. Another study found that 16% of 
hysterectomies performed in the U.S. were unnecessary. 

Misuse of Services: Errors in'health care delivery. lead to missed or delayed diagnoses, higher 
costs, and unnecessary injuries and deaths. A study of New York State hospitals found 1 in 25 
patients were injured by the care they received and deaths occurred in 13.6% of those cases. 
Negligence was blamed for 27.6% of the injuries and 51.3% ofthe deaths. Based on this stUdy, 
researchers estimated that preventable errors in hospital care led to 180,000 deaths per year. 
Researchers estimate that as many as 30% of Pap smear test results were incorrectly classified 
as normal. 



Variation of Services: There are significant variations in the practice of medicine across the 
U.S., among regions, and even within communities. For example, hospital discharge rates are 
49% higher in the Northeast than they are in the West. A person with diabetes is twice as likely 
to get a needed eye exam in New England than in a Southern state. 

The Role of Quality Measurement in Improving Care 

In the last decade, Federal and State governments, private employers, health insurers, health plans, 
health care professionals, labor unions, and consumer advocates have developed successful strategies 
to measure and improve the quality of health care. For example: 

The New York State Department of Health releases data on the quality of heart bypass surgeries 
at all of the hospitals in that state. Use of that data has helped reduce mortality in bypass cases 
by 50% in six yearS. 

A Michigan hospital has reduced complications due to drug reactions in their cardiac care unit 
by 80%. At the LDS Hospital in Salt Lake City, Utah, a quality improvement program 
decreased adverse drug reactions related to antibiotics by 75%. 

. An asthma program in Boston has led to an 86% reduction in hospital visits and 79% reduction 
in emergency room visits. In 1992, asthma led to 468,000 hospitalizations in the United States 
and an annual cost of $6.2 billion. 

The use of NIH guidelines has led to a 100% increase in the use of a drug to prevent death 
among premature babies. . 

Minnesota hospitals have increased the use of beta-blocker therapy to prevent second, often 
fatal, heart attacks in patients by 63% through provider education and performance feedback. 

Private employers and health plans have also used quality measurement and reporting to improve care 
and inform consumers. For exampJe: 

General Motors provides its employees with report cards rating health plans' quality ofcare. 
The reports include quality measures, satisfaction ratings, accreditation reports, and reports 
from site visits. 

The Pacific Business Group on Health requires health plans to set aside 2% of the premiums 
they receive and only allows high-:performance plans to retain those funds. 

The United Auto Workers requires all health plans serving its members to be accredited by the 
NCQA. 

Kaiser Permanente of Southern California has launched its "Intervention for Employment 



Maintenance for Members with End State Renal Disease," to help patients cope with this life
threatening illness and continue to work during treatment. Workers in the Kaiser program were 
2.8 times more likely to maintain employment. 

THE NEED FOR A NATIONAL EFFORT 

While there have been successful efforts to improve health outcomes, increase confidence, and reduce 
costs, the President's Commission noted that current efforts "vary widely in their aims and scope and 
have been, at best, only informally coordinated." In some areas, such as chronic disease, very little is 
being done to measure quality. In other areas, health plans are being overwhelmed by conflicting and 
redundant requests. The Commission's call for the creation of a Quality Forum is designed to 
accomplish the following: 

Identify core sets of quality measures for standardized reporting by all sectors of the health care 
industry; 
Establish a framework and capacity for quality measurement and reporting; 

. Support the focused development of quality measures that enhance and improve the ability to 
evaluate and improve care; 
Make recommendations regarding an agenda for research and development needed to advance 
quality, measurement and reporting; 
Ensure that comparative information on health care quality is valid, reliable, comprehensible, 
and widely available in the public domain. 

The Commission recommended that the Forum be broadly representative ofkey stakeholders in health 
care including: public and private purchasers, consumers, health care providers, health plans, labor 
unions, and experts in quality measurement and reporting. The Forum will help eliminate duplicative 
and overlapping demands for information from health care providers and plans, and it will provide 
consumers and other purchasers with a common yardstick to make direct comparisons of health plans, 
hospitals, nursing homes, or physicians. Because purchasers will be speaking with a more unified and 
pragmatic voice on quality information needs, accreditors, plans; and providers will be able to be much . 
more responsive. This progress will help assure that health plans will compete on the basis of quality 
not just cost and benefits. 
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THE WHITE HOUSE 


Office of the Press Secretary 


REMARKS BY THE PRESIDENT 

ON HEALTH CARE QUALITY 


The East Room 


2:45 P.M ..EST 

THE PRESIDENT: Thank you very much. Mr. Vice President, thank 
you for your work on this issue and your interest in it. I thank 
Secretary Shalala, Secretary Herman, Secretary West, the members of 
the White House staff who worked on this. But especially let me thank 
the members of the commission and the~Executive Director of the 
commission, Janet Corrigan. They have done a remarkable citizen 
service for the people of the United States of America and we're all 
very grateful to them. (Applause.) 

As we approach a new century with all its stunning advances in 
science and technology, we know that many of them. will come in medicine 
and health. We must. act now to spread these breakthroughs and improve 
the quality ;of health care for every American. I accept the 
commission's report. I endorse your recommendations. 

For five years we have worked to expand access to quality health 
care for the American people, step by step: health insurance coverage 
for people who move between jobs; expanded health care coverage for 
millions of children; strengthened Medicare with more preventive 
benefits. Last year, as the Vice President this commission 
recommended a Patient's Bill of Rights. Last month I acted to ensure 
by executive order that one-third o·f all Americans -- those in Medicare, 
Medicaid, veterans health care systems and other federal·plans -- enjoy 
the b~nefits of this Patient's Bill of Rights. 

Now these protections must be extended to all Americans. And in 
the remaining 68 days of this congressional session, Congress must take 
the next ahd make the Patient's Bill of Rights the law of the 
land. (Applause. ) 

Now, as you have told America in this report, we must also seize 
this moment of opportunity to improve the quality of health care for 
all our people. For all its str.engths, our hea s stem still 

s la ued b rors -- overused and underused procedures and 
gaps in the quality of care. For example, when hundreds of thousands 
of Americans are needlessly injured while in the hospital, when 18,000 
Americans die of heart attacks that did not have to be fatal, when 
80,000 women undergo unnecessary hysterectomies every year, surely we 
can do better. 

This commission higher quality 
across American health care. ation must develop 
uniform national s ards so lans can com e e on 
quality, not just costi and so that health care consumers can judge· 
f~emselves. This is the best way to assure quality health care 
for;all Americans. 

We can take steps to advance these high health care 
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standards. First, health care quality standards should be set at a 
forum bringing together providers, busines$ and labor, corisumers, 
insurers and government. I've asked the Vice President to convene 
this health care quality f.orum this June. 

Second, I'm or,dering federal agencies to create a task force to 
find ways to improve quality in the health care systems that we 
operate. The federal .government must lead the way in lifting health 
care quality for all our people. 

Third, 1. support this, commission's recommendation to create a 
permanent Health Care Quality Council to set new goals and track our 
progress in meeting those goals. A council should be established by 
any health care legislation enacted this year. 

We can make this year a time of real achievement in ou~ mission 
to improve health care for every American. The American health care 
system has been the. best in the world in the 20th century. If we press 
forward with medical research, enact a Patient's Bill of Rights, insist 
on high quality everywhere in America, continue'to expand quality 
affordable coverage, protect and preserve Medicare and Medicaid, we can 
make American health care the best in the world in the 21st century. 

No~ I intend to sign an executive order to the relevant 
agencies to make sure they work together to develop the standards you 
recommend for quality health care, first for those whom we reach, and 
hopefully as a model for all Americans. 

Again, I thank this commission. 'I ask the people and the members 
of the press here present to remember just the single instances I cited 
from the commission's of examples where we still have serious 
quality changes. And I ask you all to rededicate yourself to this 
purpose on this day. 

Thank you very' much. (Applause. ) 

END 2:52 P.M. EST 
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Chris Jennings Callffo Do List on Forum 

I. State and Local Government Person 

HHS's person was Woody Myers who is currently at Ford but was a former state and 
local person. 

II. 

III. 

IV. Discussion with John Eisenberg re: Federal participants. 

"til. - U(eetvl 0 uf. +0 I;e,"v~ ~ 
FYI -- VP's office reviewing this list right now as well. 
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Candidates for Forum Planning Group 

(Na.me in italics indicates per-son has not been invited to participate yet) 


Providers 
.Gayle Warden, chair; President and CEO, Henry Ford Health System. Detroit, MI 

..... Sheila Leathennan, Executive VP, United Health Care Corporation, Minneapolis, MN l Thomas Reardon, general practitioner and Chair of AMA Board ofTrustees, Portland, OR 
lBever{v Malone, Presid.en.t.I American Nurses Association, Greensboro, NC

th~ ~C\ WY'f'M uz :... LI e;J.,l rl~ . 
Purchasers 
J Randall MacDonald, Executive VP for Human Resources and Administration, GTE, Stamford, 

CT . 
I 

Paul Montrone, Chair, President and CEO, Fisher Scientific International, Hampton Falls, NH 
Christopher Queram,. CEO, Employer Healthcare Alliance Cooperative, Madison, WI 
JfOolXlrow Myers, VP for Human Resources, Ford Motor Company . 
~f,,\ T6~ L,~~ J . . 
Consumers . 0 . . 
Brian Lindberg 
Jeny Shea, Director ofEmployee Benefits, AFL-CIO, Washington, DC 
Peter Thomas, PrinCipal in Powers, Pyles, Sutter and Verville, Washington, DC 
John Rother, Director ofLegislation and Public Policy. AARP. Washington, DC 

Feds 
John Eisenberg, Administrator, AHCPR 
Meredith Mlller, Assistant Deputy Secretary of Labor 

State Government 
7 

StatY 
Tracy Miller; United Hospital Fund 
Jim Tallon., United Hospital Fund 
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Others to be at the public event 

Feds' 
Secretaiy Herman. Dept oflAbor . 

Secretary Shalala. Dept o/Health and Human Services 

Secretary Jfest, Dept of Veterans Affairs 

Secretary Cohen, Dept ofDefense 

Director Lachance, OPM 


Purchasers 
M Anthony Burns, Ryder Trock., Miami, FL. and Business Roundtable 
Mary Jane England, Washington Business Group on Health 
Greg Lehman, National Business Coalition on Health (from Termessee) (Initial contact by C 

. Queram) . 
Pat Powers, Pacific Business Group on Health (Initial contact by C Queram) 
James Mortimer, Midwest Business Group on Health (Initial contact by C Queram) 
Becky Cherney, Central Florida Health Coalition. (Initial contact by C Queram) 

Providers 
David Lawrence, Kaiser Permanente, San Francisco, CA (1. Eisenberg to contact) 
Brent James, Intermountain Health Care. Utah 
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C e n t r a I Florid a Health Cate C 0 ali t i 0 Ii 


Cllalrmlln of I~" 1ii"..reI 
.!oM B. Hanson 
Oran~a County PUblic 5""001s 

V!u ellslrman of Program. 
~nn!8lonay 
W"lt Oleney WOII" 

Vlc.o Ch.irman of MetnlHllahlp 
Mery B~!h CllltM . 

FlQod. Power /l. lJgl>1 Company 


Tniluaur~' 
Margaret H: cclilM 
Hybbard Con&trlJclion Company 

Secl9l4iy 
Sua Sleek 
UOIlJ1jrsal Sludio. Florld~ 

S~aron E. Amold 
AAA 

CIII\t 09mS!MOlJ 
BoDSou!h 11olacom",unieallona 

Rager Gr811~ 
Th. Bbelng Com"any 

fr.m~ Abba!", 

9revan:i eoU"!), I sce 


Tony8IBnoB 
Clly of OrlandO 

Ray Eriksen 
EGlI.G Florida. Ino. 

R8\I'nald COar 
011:919r aMande Aviation Authority 

Nick Hel<1ffl!/l 
H9ITla Corporation 

T ..... 5Z \.. !;.YIlns 
JohMon Conlrols Wor.o Services 

O"~~Hl.lm. 

LYN)(.c..nll'''! F~ A.g. Tra~a. AYln. 


L.airy Dennl. 

Loc~~e8d Manln Elecl. & Mio,ilo$ 


S~aron Lala~re 
0<l>ng0 COun!y Govem", .. n! 

Pater N. Geisler 

Ori."~Q Utll"iea Co",mlaalOn . 


NAncy Tallent 
S.",InClle County Govemment 

l«I..nGriMIIM 

$unTl\l8\ San~. Canuel FI.. N A. 


P. Jeffrey '-"dd 
SPRINT 

(3Ql')'WlIg~1 

Unit"" SPSGIl Amari"" 

Cllalrman Emeritus 
Jon R. Reiter 
Darden ~eSUlUnlnt2. Inc, 

1'.....ldA...IICEO 
Becky J. CMme~ 

BECKY J. CHERNEY 

Becky J. Cherney is President/CEO ofthe Central Florida Health Care Coalition in 

Orlando. Florida. Reptesenting 750,000 members from public and private 

employers, the Coalition has been recognized nationally for its Quality Initiative. 

The Initiative has clinical .quality,· overall community health status and patient 

satisfaction components in place. The clinical component alone haS saved health 

care consumers in Centr'al Florida over $300 million in five years while improving 

the health of the community. 

The Coalition,'s Quality Initiative has been profiled on 
, 

World News with Peter 

Jennings and in The New York Times. The. Times article asked. "What is the best. 

health care alliance in'the country? Maybe this. one." 

Prior to assuming this position in 1994, Cherney served as a Consultant to Florida's 

Agency for Health Care Administration. She was responsible for implementing the 

state's cutting-edge legislation for Community Health Purchasing Alliances. 

Becky spent 23 years in the private sector with three Fortune 500 companies. It was 

during her 11 year tenure ·with TuppeIWare International that she founded the 

Coalition. 

A graduate of the University of \Visconsin, she has always been very active in the 

commtinity. She is the founder ofthe Central Florida Women's Resource Center and 

has served as President of the Human Services Council and Florida Executive 

Women. She is currently serving her second appointed tenn on the Florida Board of 
~ .. 

Medicine. 

. In an' Orlando Business Journal survey in March, 1998) Cherney was voted 

unanimously to the list of the Top 25 Influences in Health Care. The survey said, 

"One of her greatest strengths is her leadership in opening. up communication 

between physicians and employers." That is' an essential skill for any quality 

initiative. 

4401 Vineland Road • Suite A-10 • Orlando, Florida 32811 

PhOfl8 407-425-9500' Fax 407-425·9559 , 


e-mail address:cfhcc@netpass.com 
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A P.URCHASING ALLIANCE 

Employers in Orlando Create an Envied Model 
By LARRY ROHTER 


Special to The New York Times 


O'RLAJilDO,Fla. - When Jim Cole
man took over as personnel director for 
tht town go:-emment in the OrlMdo sub
urb of Longwood four y~ar3 ago, he wii!; 

alalined to' find that the cost of provid
ing health care coverage for its 155 em
ployees was rising by as mueh .as 2S peT" 
eenc a year. There W<lS iit:t!e he could do 
about it, though. 

"W" ~ilily didn't have MY bargaining' 
power" with the insurance companies 
thac offered 'health car~ packages, Mr. 
Coleman rec;al1ed. "Some providers 
wouldn't even let US bid. They 'were not 
making any money off cities, so they 
didn't Want our business." 

Then Lon~'()od joined the Central 
Florida He.llh CareColllilion, a health 
purchasing alliance that enables employ
ers both large and small in che Orlando 
area to shop for health care coverage as 
a single entity. The coalition had been 
ere<lted in the mid-1980's, entirely free 
of any Government prodding or incen
tive, by corporate heavyweights like the 
Walt Disney Company, General MillS, 
Tupp<)rw"re ~nd Martin Marietta. Tn 
joining ic, Longwood got immediate re
sults. 

"The fitst year, our rates were a little 
lower chan the 'Previous year, arid we 

have had no premium inc-Ieases in three 

years," Mr. Coleman said. "We've 

turned the clock hack to pre- t990 ra('tls, 

and they have scayed there," saving 


. Longwood taxpayers ~ns of thousands 

ofdol\ars, 

Lower Costs, Better Care 
The City ofLongwood is hardly alone 

in welcoming the comp01:tition that the 
purcba.sing group, which rep1'esents more 
th~n 100 compilnies with over 500,000 
ernptoyecz Ilnd dependent:;, ha.s brought 
to healch care here. At Orlando Regional 
Medical Center. the largest hospital in 
the area, adm inistracors and doctors say 
efforts to meet Ihe cost and quality SIQ11
dards thi't the coalition ~nGourag;$ h,l'Ie 
re~ulted .not ~nly in millions of dollar~ 
in :savings but also in lower mortality and 
morbidity rates that r¢flect improved 
patient care. 

There:llealready more tban 100 simi
. Jar he;lJth c3re pUrc:h;.lsing "lli3nce$ 
around the country, organizations thaI 
got the jump on I'r~sident Clinton's 
health care plan, which would require the 
creacion of a Vallt national net\!'ork of 
such alli~\"IGes. Whether or not the 
President'~ plan is enacted - indeed. 
whether or not Congress enacts any 
health ,",1re legisla.tion chia year- many 
ofthese privace-sector healdi care initia· 
tives have long since proved auccessful. 
And none more so than the Centr31 
Florida Health (".are Coalicion, one ofthe 

olde~t and largeSt of them. 
"Orlando is a pioneer 'in making 

heahhcare more etrectiv~, so that all the 
actors in the system can get the best qual
iry at the lowest cost," said Sean 
Sulli,,;JJ"I, president onhe National Bust
nes~ Coalition on Health. "They offer a 
mode! that others are following because 
'they have demonstrated results .... 

For the same re~on. the coalition's 
operations have been closely studied by 
offit:ials in Tallahassee ;lnd e...en Wash
ington. The State of Florida's Agency 
for H~alth Care Adminis1l1\tion Rckn"",I· 
€dge~ that icS new sy*c£m ofgovernment· 
organi;1;ed purchasin3 alliances for busi· 
nes'ses with 50 or fewer employees is in
spired by Orlando'S e.J.ample. 

Edward Towey, Ii spokesman for the 
state ;lgency. silid the Orlando coalition 
was a model for the rest ofFlorida oJlat 
least two counts. "It', not only thac they 
are pooling their bU)'ing power," he said. 
"Equally important is the comprehensive 
collection ofdata, which let~ purchasers 
see .what kind of value they are gelting 
for their money." . ' 

Re51$tance, but Not for tong 
The eoalition was born ne....Ily ;I de

tade ago out or tne dissatisfaction of 
employee-benetits managers at severnl 
of the lilrl:le5t com'panies in the Orlando 
area. Health carOl eosts here were rising 
by' doubl£·digit percentages each )leat, 

and the beriefi~s managilrs, who had bi!
gun fO ~naly~e hospital bills, <;ould fitld 

the coalition was required to in~tall a 
national computerized data-gathering 
system develop.ed by MediQual. 3. com
pany based in Westborough, MA, to 
tr;lck every piece of information that 
went onto a patient's chart during a hos
pital stay. . 

That database, gathered from some 
SSO hospitals around the cOllntiy, al
lowed Ih" coalitiol' and lo"al hospicals 
for the fi~t time tomea.sure the relation
ship b'i:!.,;een the pri~e and ihc quality of 
medical care.' B~causc of the system, 
which cost about $50,000 to instal!. it 
became possible to comp<lre the cffie
tiven.;sii not only of one hospital to an
other bue abo of individual doctors. 

A R2cent PhellOlftenon 
"Health care has not really been com

petitive until quite I':cemly," said Enc 
Kriss, president ofMediQual. "As II re· 
suit,. you have tremendo'us variations in 
both quality and cost, far more than you 
would !indin a truly competith-e indus

. rry. We routinely firid variations ofprice 
lIJld quality 0(200 to 400 percent." 

At.first, said Rindy Rudy. business 
director at Orl~ndo Region(ll M<ldical 
C=n~r, "all of u~ were very n'ervous" 
about the data·gathering system. The 
main questions, she said, were two; 
"Could a computer system really me<!
sure quality? And how would we look?" 

Doctors in particular were initittlly du, 
bious. "r thought th~t ~$ our costs 
dropped. quality \Yould suffer;' said C. 

no correlation between cost and qua lit)', . Gordon Wolfrom, £ormer chief ofmedi
. At first, doctors and hospitals resist~d. 

kMany ofihe provide~ didn't even $(e 
a reason to talk with us," said Dennis 
Loney, m(lnagerof employee benefits for 
Disney, whose 34,000 workers here 
make it the largest member of the C{)aJj
tion. "And some of those who did t<llk 
with us refused to talk about quality." " 

But the coalition plunged ahead any
way. And as its m<!mbers looked sys
tematically at hospital records. many 
questions 3rose. "'....Ily, for example, were 
$0 m~ny p~tjents being held for obser
yation over \Veehnds, \\ pr.,ctic~ $0 rou
tine that t-Ionday was the No, I day for' 
di~charge? \\'ben the coalition simply 
pointed out that circumstance, adminis
trators and doctors quickly made adjust: 
mel!ts il'l their procedures. 

Over time, the coalition and hospitals 
leamed that by sharing information and 
pinpointing areas for improving perfor
mance, all sides cou Id benefit: 

"It's not a !hre.llt~oing or accusatory 
relationship:' Mr. Loney ~aid of the 
coalition's dealings with hospitals here. 
"All we do is share th" data and express 
a concem, Bnd let thcm do the rest." 

By·the latE:, 1980's. new tools wne 
available. and che coalition was quick to 
lake ad"~nt",ge ofthem. Any health care 

cine 'ac che medical center. "But the op
""site has occurred. As our costs have 
dropped, our mortality (\nd morbidity 
ratts. have actually improved." 

One important rea~on for the im
provement, Dr. Wolf!1)m said, is that the 
hospital had ~reviousl)' had "a i'«,v doc
to~ going overboard on ordering tests 
and proc~dures:" In some instance,s. he 
said, "the cests th€mselves WeN! cau~ing 
some. morbidity." 

The data allOWed doctor'S to c.omparc 

What is the best 
health care alliance 
in the country? 
Maybe this one. 

their treatments against those of col
leagues. and it was this feature thaI eyer>
tually wonlham oYII<r. 

One cardiologist, for e~~mplc. had 
routinaly prescribed ~n c/tpcnsive clot
bustiog medicine ellr his patients, belie\,
ing that it was by far the best ching on 

provider who wish~d to do business with. the market and therefore worth the 

Copyright 01994 by Thc New York Times Company. Reprinted by permission. 

$2,000 that it added to a patieiu,s bill. 
Bu! a 'colleague who prescribed <I less 
expensive medil:inc .had the same sue
ce$$ rates with his patients. When the 
doctor who' prescribed the m'ore e>:pen
sive medicine was shown the reSillts, he: 
was at first surpri$ed but agreed to try. • 
the "h'~"per drug. He was everitually 
convinced that his pacients WCT1) not ad
versely affccted by the chang ... 

"That was a big eye-opener," Dr. Wol
from said, -co see that there was a huge 
divet'!iiry of treatment practice panems 
and that qualitY did not dj~l:tly c:o~
late with cost" 

That one change - in che medication 
prescribed by one doctOr in onl;,' one of 

the hospital's 22 departmrnQ; - has' m~ant 


. hundreds of thousands ofdollars in say· 

ings, said Ms. Rudy, the hospital's busi

ness director. By taking an equally hard 

look in other departmentS. officials have 


. reduced costs there .as welL 
Not Ions ago, for e>:llmpl;:,the hospi

tal bought hip prosthescs from 10 dif
ferent manufac:TUre:rs, at a cost ranging 
from $1,500 to $7.000 a unit. "Now we 
are dov.'n .to threesupplie.rs:' Ms. Rudy 
said. "Wetold the physicians, 'You 
make the decision. '" Givlm the daca. thc 
doctors decided that the most expensive 
hip implant was 'no better lh~n the com
p~titjon, and cut it from the list. 

Similarly an analysio of data on gall 
bladder operations indicated tha~ a 
smaller incision reduced the likelihood 
ofposc-sutgkal infection, "'hkhin tum 
reduced the average length ofa patienr'~ 
hospital sta)'. The result: lower costs for 
the hospit~1 ~nd~: small~r bill (or th~ 
patient. 

Iod to a Medlc;:are Drain 
As a resu 11 oithes.:: and oth~r changes, 

Orlando Regional Medical Center is no 
longer losing mon~y on the Medic'anfpa· 
tient.5 it treats. Three years ago th.. hos
pital w.as running $12.4 rnil!ioD in tl]: 
red on its Medicare cases, but by the til'St 
quarter of this year "we "'ere actually 
making a linle bit," Ms. Rudy said. 

"By cuning our losses on M~dicare, 
we can Stop cosHbifting." Dr. Wolfram 
added. "That means .....e don't ha,'e LO 

saddle patients from Disney with those 
coStz. So Disney is happy, and "'('re 
happy." 

For the most part, employees enrolled 
in the coalition's "arious coverage plans 
also seem satisfied. T risha fuston, 11 25
year-old payroll cleric in Longwood, said 
that although doctors sometim~s "rush . 
you in and out." she recognizes dial she 
i~ ,geninl! iood value for the $67 a momh. 
plus $5 an office visit, that h.,r coverage 
costs her. 

'-This is thil tirst time rye aver had 
in$urance. and it's been pre~ good.," she 
said. 

http:threesupplie.rs
http:develop.ed
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TO: Ad Hoc Group on the Forum 

FROM: Janet Corrigan, P~ 

RE: May 1, 1998 Meeting 

DATE: April 24, 1998 

Enclosed please frod the agenda and meeting materials for the May 1st meeting. Please Note: 
the meeting will begin at 9:30 am (EST) and adjourn at 1:30 pm. The location for the meeting is 
Conference Room 640H ofthe H.H. Humphrey Building, 200 Independence Ave., SW, 
Washington DC. . 

The objectives ofthis meeting are tWofold: 1) to plan for the Forum kick-off meeting to be 
convened by the Vice President in June 1998; and 2) to identify and discuss key issues related to 
the 6 month planning process that will commence in June and culminate with the establishment 
of the Forum in early 1999.' , 

If you have any questions; please contact me at 202/20S~3045(or pager #202-490-0321). I look 
forward to seeing you on May 1st. . 

Distributjon 
Toby Donnenfeld, Office of the Vice President 
John Eisenberg, AHCPR 
Nancy Foster, AHCPR 
Chris Jennings, Office of the President 
Sheila Leathennan. United Health Care Corporation 
Randy MacDonald, GTE 
Meredith Miller, DOL . 
Paul Montrone, Fisher Scientific International 
Christopher Queram, Employer Health Care Alliance Cooperative 
Thomas Reardon. Adventist Medical Group 
Gerald Shea.,AFL·CIO 
James Tallon, United Hospital Fund 
Peter Thomas, Powers, Pyles, Sutter and Verville, P.C. 
Gail Warden, Henry Ford Health System, 



9:30 am 

9:50 

. 11:45 

12:15 

-. 1:30 

DRAFT AGENDA 

. AD Hoc GROUP ON TIlE FORUM 
May 1, 1998 Meeting 

Welcome and Introductory Comments 
- Introduction ofparticipants 
~ Purpose of the meeting 

. Discussion ofForum Planning Process (draft proposal attached) 
- Facilitator and Institutional Base 

(see attached biographical sketch for James Tallon) 
- Foundation Support 
- Discussion ofProcess 
- Planning Committee 

.:.. Composition 

-- Nominees 


Break for Lunch 

Discussion of June Kick-off Event 
- Background Information ,on Other Activities Underway 
- Messages 
- Participants 

Adjournment 

.~ 
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PROPOSAL TO FUND A PLANNING PROCESS 

FOR A NATIONAL 


FORUM FOR HEALTH CARE QUALITY MEASUREMENT AND REPORTING 


DRAFT - APRIL 24, 1998 

This is a proposal to fund a process for planning the development of a Forum for Health Care 

Quality Measurement and Reporting ("the Forum"), a private-sector entity to be established to 


. provide coordination and guidance to the multiple public- and private-sector parties involved in 
evaluating health care quality. Creation of the Forum was one ofthe major recommendations of 
the Advisory Corrunission on Consumer Protection and Quality in the Health Care Industry ("the 
Quality Co.tnrnission·~) in its final report to the President. 

This proposal begins by deSCribing the need to coordinate ongoing work in the area ofhealth care 
quality measurement and reporting, and by laying out the specific objectives, activities, and 
organizational characteristics ofan entity to be created to undertake that effort. It then describes 
the objectives, time line, and budget of the proposed process for convening key stakeholders to 
assist in operationalizi~g the entity. 

BACKGROUND 

Need for Standardized Information on Health Care Quality 
Routinely generating comparable, standardized information on the quality of health care is 
critical for both motivating and enabling improvement Standardized measures ofquality are 
needed to track the health care indUStry's progress in achieving national quality improvement 
aims and to guide public planning and policy making. Comparative irlformation on quality also 
is needed for individual consumers, employers, and others to use in selecting health care 
providers and health plans. Furthermore, valid and stable quality measures are integral to health 
care providers' efforts to improve their performance. 'When standardized, such measures provide 
an opportunity for health care organizations to make comparisons and identify "best performers." 

Despite a growing number ofefforts to measure and report on health care quality, useful 
information is neither uniforrnly nor widely available .. Improving ou.r; ability to measure quality 
has been the object of significant public and private-sector activity over the last decade, 
reflecting the expectation that measurement can serve as both- a catalyst and a tool for 
improvement as well as to facilitate consumer choice. While considerable advancements have 
been made in the quality measurement field in recent years, current efforts fall short of fully 
meeting users' needs, do not provide measures for many of the most important health burdens· . . 

(e.g., chronic conditions), and often are duplicative and unduly burdensome on health care. 

providers, health plans, and others. 
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Forum for Quality Measurement and Reporting 

Objectives. The Forum for Health Care Quality Measurement and Reporting is being established 
to build the systemwide capacity to evaluate and repon on the quality of care. The Forum would 
develop and implement effective, efficient, and coordinated strategies for focusing incentives for 
quality improvement on national priorities while assuring the public availability of information 
needed to support the marketplace and the efforts of the various existing quality oversight, 
entities. 

Activities. To achieve its objectives, the Forum will need to: . 

• 	 develop a comprehensive plan for implementing quality measurement, data collection, 
and reponing standards to assure the widespread public availability ofcomparative 
information on the quality ofcare furnished by all sectors of the health care industry; 

• 	 establish measurement priorities that address national aims for improvement and. that 
meet the common information needs of consumers, purchasers, federal and state policy 
makers, p\lblic health officials, and other stakeholders; 

• 	 periodically endorse core sets of quality measures and standardized methods for 
measurement and reporting; 

• 	 foster an agenda for research and development needed to advance quality measurement 
and reponing and to encourage collaborative funding for such activities; 

• 	 develop and foster implementation ofan effective public education,cornmunication, and 
dissemination plan to make quality measures and comparative information on quality 
most useful to consumers and other interested· parties; and 

• . 	 encourage the development ofhealth information systems and technology to support 
quality measurement, reporting, and improvement needs. 

To evaluate the success of its efforts, the Forum will need to create and utilize feedback 
mechanisms designed to assess the feasibility and acceptance of the measurement sets it 
promulgates as well as the extent to which information is reported. available, and used by 
interested part~es. Anned with this information, the Forum will be able to i~tiate improvement 
strategies as necessary. 

Structure. The key organizational characteristics of the Forum that will enable it to accomplish 

its objectives are its status as a private. sector organization and its representation of key 
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Draft 4124198 

stakeholders from both the public and private sectors. 

Operating in the private sector will provide the Forum with two needed characteristics. First, it 
will have greater flexibility and the means to act quickly to respond to changes in the health 
system and advances in technology that have implications for measurement and reporting 
strategies and callacity. Second, it will be well-positioned to harness and coordinate the market 
forces needed to drive this initiative. 

Because the Forum will operate in the private sector as a voluntary initiative, its success will 
depend upon the commitment and influence of a critical mass of stakeholders in the health care 
marketplace. The Forum will therefore need to be broadly representative of stakeholders. The 
users and potential users of information on quality must be involved in the process of identifying 
core quality measures foi reporting if those processes are to succeed i~ addressing their cornmon 
information needs. The Forum also will need to include a core constitUency of influential 
stakeholders that can assure th'e implementation of the measures once they are promulgated. 
Compliance with reporting requirements will be attained by purchasers and oversight bodies (i.e., 
accreditation, certification and licensure entities) by the mechanisms available to them (e.g., 
purchasing contracts and oversight processes). A decision to participate in the Forum would be 
viewed as constituting an endorsement of its work and an agree~ent to leverage compliance with 
the results to,the full extent of the participant's ability. 

Also critical to the Forum's efforts will be the participation ofkey organizations involved in 
promulgating quality measures and collecting information on the performance of various sectors 
of the health care industry. Key organizations include those that undertake efforts on a national 
basis, as well as those emerging and established groups organized at the regional, state. or local 
levels. The Forum will need to work with these organizations to determine how best to assure 
that information on health care quality is available, affordable, and easily accessible in the public 
domain. The Forum itself would not compete with the innovative wor:k already under way in the 
public and private sectors by developing performance measures itself, 'but would instead seek to 

. encourage the progress being made in this area and improve it tlu"ough greater coordination. It 
would help to identify areas of needed fundamental research related to quality. 

PROPOSED PLANNING PROCESS 

A planning process is needed to provide key stakeholders with the opportunity to work through 
.. critical issues related to the Forum's governance, organizational structure, and source(s) of 

financial support. The Vice President will begin this process by inviting key stakeholders to a 
June meeting to form aTask Force to jump-start the pla.:nnmg process. He will select individuals 
to participate in this plaIuung process based on their expertise and stature, as opposed to 
organizational affiliation. The decisions to use a neutral convener and to seek funding support 
from a private foundation were made as a means of ensuring impartiality and promoting 
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participation by stakeholders. 

The planning process should take place over a 6-month period, commencing in May 1998 with 
the issuance of invitations to participate. Over the COUIse of that time, during which three . 
meetings will be held, the Task Force will accomplish four critical objectives: 
• define the Forum's functions, operations, working relationships and membership criteria; 
• determine the composition of the Forum's governing board; 
• detennine the source(s) of start-up and ongoing financing; and 
• initiate a process to recruit the Forum's Executive Director. 

Objectives of the Planning Process 

1) Define the Forum's functions, operations, and working relationships. 

Defirung the Forum's functions, operations, and working relationships will be among the most 
important objectives of the planning process. The Quality Commission's work provided a 
starting point for defining these characteristics, but additional work is needed to refine and 
operationalize those recommendations. 

A nwnber of issues to be addressed pertain to the manner in which the Forum will function. For 
instance, the planning process may identify policies and procedures designed to assure the public 
of the integrity of the Forum's work,promote widespread. confidence in its outcomes, and 
minimize potential conflicts of interest. The planning process can serve to articulate specific 
policies and procedures thatwill provide for public input, public deliberation, and public access 
to documents produced. 

Operational issues to be addressed include the Forum's organizational structure, budget,. 
facilities, and meeting schedules. In defining these aspects, participants in the Forum's planning 
process may wish to look to the organizational structures ofentities charged with Wldertaking 
functions that are similar in nature, scope, and scale. Entities such as the Financial Accounting 
Standards Board and the American National Standards Institute·- although not analogous to the 
Forum in all respects -- may provide alternative models for examination by the Planning Task 
. Force. 

Task Force Planning process participants will need to carefully considerhow the Forum will 
relate to the public- and private-sector organizations whose work win influence or be influenced 
by the Forum's activities. Fonnal working relationships will in some cases need to be 
established; for instance, in the case oforganizations responsible for the development of the 
health care quality measures that will be evaluated for inclusion in the 'core sets of measures to be 
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periodically endorsed by the Forum. Similarly, the ways in which the Forum will interact with 
existing local, regional. state, and national organizations that serve as repositories of data on . 
quality will need to be considered. ' 

2) Determine the eomposition of the Forum's governing board. 

The composition of the Forum's governing board is a key issue to be addressed through the 
planning process. Both the precise number and the allocation of slots on the Forum's governing 
board will need to be determined. 

The Quality Commission recommended that the Forum be governed by a board that includes: 
• public and private group purchasers; . 
• individuals and organizations focused on representation ofconsumers/patients; 
• providers; . . 
• labor unions; 
'. experts in quality assurance, improvement and measurement; 
• quality oversight organizations; 
• health care researchers; and 
• public health experts. 

Balancing the need to have a strong purchaser role and representation of the full array of key 
constituencies will be a delicate and challenging task for the planning process participants. 
Substantial representation on the boardofpurchasers from both the public and private sectors 
and ofconsumer organizations will be critical to provide strong incentives for organizations to 
participate in these efforts and to abide by the decisions of the Forum. Representation of the full 
array of key constituencies on the board will be equally critical, so as to assure the buy-in of all 
participants and the requisite expertise to effectively ca.rry out the Forum's responsibilities. 

3) Determine source(s) of start-up and ongoing financing. 

Participants in the planning process will need to consider alternative sources of start-up funding 
to assist in establishment ofthe Forum. The potential for obtaining a start-up grant from a 
foundation or public source will need to be evaluated. Such funds may be used to allay one-time 
expenses that will be associated with initiating the Forum (e.g., expenditures associated with 
outfitting staff offices). External funding is unlikely to be made available for ongoing financing 
of the Forum, however. 

Thus, it is essential for the Planning Task Force to establish an ongoing source of financing for 
the Forum. Participants in the planning process will need to estimate the Forum's first-year 
operating budget and develop a dues-paying schedule for members. Such a schedule will need to 
account for the varying levels of resoW'ces available to different categories of stakeholders. For 
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instance, cross-subsidies may be required so that the Forum is able to attain adequate 
representation of consumer interests. 

4) Begin Recruitment of an Executive Director. 

Once the planning Plocess has resolved operational, representation, and financing issues, the 
Planning Task Force will initiate a process to identify an Executive Director capable ofproviding 
leadership for the Forum. This will require defining the skills and qualifications ofideal 
candidates for the position, and seeking and conducting initial reviews ofcandidates. 
Responsibility for selecting an Executive Director from qualified candidates will fall to the initial 
Board ofDirectors of the Forum, butthe Planning Task Force can expedite this process by 
initiating the search. ' 

Candidates will need to possess a variety ofprofessional skills and expertise to be succes'sful as 
the Forum's Executive Director. These include strong leadership, management, and planning 
skills; a high level of credibility among the diversity ,of stakeholders represented at the Forum; 
technicallmowledge regarding quality measurement, oversight', and health benefits; arid the 
ability to effectively communicate in support oCtbe Forum's mission. The Planning Task Force 
will need to detennine the extent to which the Executive Director should be drawn from interests 
represented by the Forum. For example, a potentially highly qualified candidate may be a person 
with experience as a corporate benefits director with first·hand knowledge ofpurchasers' 
perspectives on the use of quality measures; negotiating experience with ~ospitals, clinicians, and 
oversight organizations; and an understanding ofconsumers' use ofquality measurement 
information. Other individuals with the requisite experience and skills, to serve as the Forum's ' 
Executive Director may include health plan executives, quality oversight managers, or experts in 
quality measurement and improvement. 

The planning process for selecting an Executive Director will require identifying the desired 
'qualifications ofcandidates as soon as the functions and operations of the governing body of the 
Forum are defined. This definition of the Executive Director position arid desired skills of 
candidates needs to occur early in the Planning Task Force's process to allow time to recruit , 
highly qualified candidates. The Task Force may elect to contract with an executive search firm 
to assist in the recruiting of suitable candidates. Once eligible candidates have been identified, 
the Task Force will need to review the qualifications ofcandidates applying for the position and 
identify top candidates for consideration by the Bo.ard ofDirectors. 

6 
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Time Frame for Planning Process 

June 1998 First meeting ofplanning proc,ess 
Purpose: Define Forum's functions, operations. and working relationship~ 

September 1998 Second meeting ofplanning process 
Purpose: Determine the composition of the governing board, sources of 
ongoing financing for the Forum, and qualifications of Executive Director 

November 1998 Third Meeting ofplanning process 
Purpose: Name governing board, and scre.en Executive Director candidates 

December 1998 Convene prospective members of governing board; select Forum's 
Executive Director, release start-up funds ' 

January 1999 . First meeting of the Forum's Board of Directors . 

Budget for Planning Process (Note: Preliminary. rough estimates) 

Personnel costs '$120,000 
[Estimated as ] FTE .. $]00,000 annual compensation (including benefits) *0.8 years + 1 FTE 
* $50,000 annual compensation (including benefits) • 0.8 years] 

Administrative expenses and overhead 

Meeting expenses (3 meetings) $ 85,500 

-- facilities [estimated as $3000 .. 3 meetings] 

-- travel expenses [estimated as 20 people * $8001mtg .. 3 mtgs) 

-- overhead for services of contractors responsible for meeting iogistics [estimated as 50 percent 


.oftotal meeting expenses) 

Honoraria for Planning Committee $ 60,000 
[estimated as 6 days meeting time * 20 participants in planning committee * $500 daily rate) 

Contract for executive search services $ 39,000 
[estimated as 30% ofExecutive Director's annual salary of$]30,000) . 

Total $344,500 

7 



O~128/98 rUE 16: J3 FAX 
'IiJ VJ.J. 

JAMES R. TALLON. JR. 

James R. TaUoR, Jr. is president ofthe United Hospital Fund ofNew York. The Fund, the 
nation's oldest federated charity. addresses criliesl issues affecting hospitaJs and health care in 
New York City through health services research and policy analysis, education and infonnation 
activities. and grantmaking and voluntarism. 

Mr. Tallon serves as chair of the Kaiser Commission oli Medicaid and the Uninsured and is a 
member of the Joint Commission on the Accreditation ofHealthcare Organizations (JCAHO). He 
serves as secretary for the AJpha Center and for the Association for Health Services Research. and 

. is also on the boards ofthe Alliance for Health Reform. The Commonwealth Fund. and the: New 
York Academy ofMedicine. He recently concluded s three-year tenn as a member ofthe 
Prospective Payment Assessment Comm.ission (ProPAC). and has held visiting lecturer 

. appointments at the Columbia Universiry and Harvard University schools of public health .. 

Prior to joining the Fund in 1993. Mr. Tallon served in the New York State Assembly for nineteen 
years. beginning in 1915; As majority leader from 1987 to 1993 and as chair ofthe heaJth 
committee from 1919 to 1981, he spearheaded efforts to reform the Medicaid program while 
expanding eligibility for pregnant women., and chlldren. His 1991 legislation required the 
implementation ofMedicaid managed care programs statewide. Under his leadership. the 
Assembly also enacted measures to assure transitional health coverage for laid-otfworkers, 
reimburse hospitals in a fu.ir and cost-effective manner, foster high-quality and cost-efficient home 
health care services, encourage organ donations, promote AIDS research and education. and 
foster regional health planning agencies. 

Mr. Tatlon received a B.A., cum laude, in political science from Syracuse University and an M.A .. 
in international relations from Boston University. He has also completed graduate work at the 
MaxweU School ofCitizenship and Public Affairs at Syracuse University. In 1995. he was 
awarded honorary doctorates of humane letters from the CoUege ofMedic:ine and School of 
Graduate Studies ofthe Siale University ofNew York Health Science Center at Brooklyn. and 
from New York Medical College. 

February. 1998 
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To: The First Lady r(~ 
From: Paul A. London 

January 6, 1999 
. . . 

Subjec;t: Electronic Medical Records, the VHA System, E .Commerce and Related Issues. 

'Per our conversation at Renaissance, the Veterans Health Administration probably has the best 
system ofcomputerized-patient medical records in the world. Better understanding of what V A 
is doing in this area could save lives, reduce Medicare and healthcare costs, give the economy 
and e commerce a significant boost, show our interest in veterans, and add humanity and .texture 

. . -'. \ . 

to the Administration's interest in technology. 

, , 
The VA's Decentralized Hospital Computer Program (DHCP) links 160-70 hospitals. Forty to 
60 of them already have modernized systems that allow the storage and transmission.ofrecords 
with graphical images, e.g. X-rays, MRls, images from a range of "scopes", mammograms, 
sonagrams, et,c.A few other hospitals, i.e. Women and BrighamlBeth Israel, Columbia 
Presbyterian, Northwestern Memorial, the Salt Lake Medical Center, etc. have good systems, and 
Kaiser-Permane:t;lte is investing about $1.5 billion in a system, but there is nothing like VA. . 

Healthcare as you'know is a $1.1 trillion "industry" where 300,000 'medical officesand over 
6,000 hospitals are rtc;>torious for primitive records and their inability to communicate with each 
other and with patient~. Healthcare information systems for decades by and large have been 
designed to bill Medicru::e and Medicaid, the insurance companies, and patients, but not to ' 
improve care. It's aD. outt~ge. 

, 
The lack ofmodern medicafinformation systems costs thousands of lives every year from 
adverse drug interactions, failure to follow best practices, and similar causes. Old ladies walk 
around with manila folders. X-ray,s and MRI's are lost. . Everyone has a horror story. As much as 
70 percent of the time, doctors don't have a fun record when they treat you. Physicians are . 
grotesquely dependent on information gleened unsystematically from medical journals, meetings, 
and drug salesmen, and most patients learn about as much from their mechanics as they do from 
their doctors. ' 

t . , 

McKensie estimated in 1995 based on 1994 data that modern medical information systems could 
save $230-270 billion a year. The head of the National Library of Medicine uses a $100 billion 
figure. But medical researchers and NGOs do not think ofhealth care as an "industry"and do 
almost no studies of this incredible "market {ailure". ' . 

Where Could We Go from the VA Base? 

- The President, you, the Vice President, Donna 'Srtalala, and Secretary Daley (in his role as 
lead in E Commercei could take press,. doctors , groups, business and payor groups, and others 
to see these facilities in D. C and in most other cities around the; country. I have talked to 



. , 

several people at VA including Ned Powell, and I believe we could develop useful data 'and other 
materials for you~ It is really something to see doctors call up a record on the screen, review 
graphics of an intestine or the inside of a knee, check on who else has seen the patient, review 
prescriptions, verify follow up, call up relevant medical articles and protocols. 

- I want to see Sec. Daley more involved in the e commerce ofhealthcare because this is an 
economic issue in a major industry. The President's recent new set ofecommerce directives 

. should be expanded to include specific work on e commerce in health care to improve treatment, 
modernize the "businesses" of300,000 smaller practices, and reduce costs." Business to 
business e commerce is growing exponentially in other areas, but not' in this one. . We need to . 
understand why, and attack the market imperfections. This is not wh~re Secretary Daley has . 
focused his attention and it is hard for me to get to him, but it is an area where Commerce has 
several specific programs (developing advanced technology and standards for medical info '.' 
systems', telemedicine, promoting medical-related exports). What is heeded'in rilyview is policy 
direction from the White House and perhaps the VP as well, . and interdepartmental cooperation 
arid cross-fertilization, 

- The Vice President's focus on technology could be linked t~ the vital humanissue'ojhealthc~re 
by drawing on the VA experience with electronic medical records. 'fheVP has mentioned ' 

. electronic medical recordsJavorably from time to time and promised at his F3mily Weeki;mdto 
think more about this area. However, press reports always have ,him focused 'on privacy --- the 
hole in the donut. Privacy is essential but speeches aboufthe benefits of Computerized-Patient '. 
Medical Records might give many people a better understanding of the potential of computer 
technology, and VA would be a perfect source ofmaterial and backdrop. . 

- VA in my view could be a great test bedfor Medicare reforms effecting the elderly as w,e 
discussed. I haven't thought tlus through, but it is a topic that one of the several task-forces.on 
Quality Care and related issues could explore. Most ofVA's clients are over 65. Many bill . 
Medicare. There are fewer privacy concerns. The elderly see doctors 6 or 7 times Illore . 
frequently than younger people. The records of greatest relevance are the most recent ones, so 
you could start collecting them electronically'when people become eligible for Medicare.; . 

. ". . 

I look forward to talking with you~ 

http:task-forces.on
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Tools, not toy.ll 

BiUions have been 
in1:ested in information 
technology. Where are 
the reS1tl~? 

A failttre co focus on 
productMry 

Get practice guidelines 
.' to the point ofcare· 

Rob Chandra 
Mark Knickrehm 
Anthony Miller 

I N THE US HEALTHCARE INDUSTR.Y, pa.yors 
and providers" are spending on IT like' 
never before. convinc~d that it will bea 


key strategic factor. Hospitals alone spent 

more than $7 billion on IT 00.1994 - nearly 2.5 

percent of their. net revenues. Pa.YOl'S and 

providers as a whole spent nearly $17 billion. 

These swns are expected to increase to at 

least S44 billion and perhaps even as much as 

$75 billion by 2004. 


Is this heavy spending bringing anything in 

return? So faI. payors and 'proViders have 

mostly succeeded only in adding to Costs. 

Productivity is showing few signs of improve

ment. The chief beneficiaries. of the spending 

boom have instead been IT suppliers. They 

have enjoyed average compound annual 

growth of 17 percent in revenues and 88 

percent in profits since 1991 (Exht"bit 1). 


Yet payors and providers arl!'right to see an 
important SOun;e of competitive distinction in . 
the information they possess. As healthcare . 
markets evolve. information will visibl:y reduce 
costs and raise clinical quality for purchasers.
IT will be essential in managiD,g the extra riSks 

We would like to thack Bernie Pen'8.ri. Bill Huyett. Milt 
Gillespie, Irwin Goldstein. lU~k Beckett. Robert Taylor, 
and Patrick 1effries fCJr their contributions to this artide. 
II PayOl'S are the large insurance finns and {ed¢ral and slate 
agencies that fuud hc:althc:are expenses. Though employers . 
are the primary fund.ers of he8Jth plans thl'O\1gh the bealLh 
benefits they provide for employees. it ill the insurance 
companieJ tha.t manage the TlSK associated with offerins . 
these benefits. Providers are the hospitals aud pbysician$ 

. 	that provide health services to patients. They an: T'cim
bUfscd for these setvicc.s by \he payo~ . 

Rob Chcmdra is Q cansultulll in MclCtru:ey's Silicon Vallcy 
office:; Mcrrk Knicmll1rt and Tul'I)I Miller are (.Qi\Sultaot.<; 
in the Los Angeles office Copyright C 1995 McKitlS¢y &. 
CompaJly. All rights reserved: . 
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Top 15 public healthcare 
IT suppliers 

Sale$ ;and net in<:omc growth . 
S bllhon' Net 

Sales Ineome 
1991 fiill9l1t,-t*IJGli 1.20 I 0.02 

,199~ Ilij:.YiMM 14Q n0.08 

1993 i%I"..I..~G 1.60 g 0.10 

1994 -iiffl!ij!lilil!&.W' z.oO Ii:! 0.14 

Market value 
Sbillion 

1991 e:a~:31.i4 ' 


1992 GWiIjll@ffiji"'1r.!'¥l2.$Q 


1993 B("'!'tlil!!5f!!"'!.iJ~ 3.50 


, 1994 	 4.60 

~r!!Z' 88 ~~'noIl" 
, ' ' 

, . , 41 	M(lrket 
value~19sales , 

~ '. 

199'1 1994 

. 

associated with capitated revenues;1¢: as' well 
as in tackling the new managerial challenges 
presented by the industrY's ongoing vertical 
and horizontal integration. Advantage will 
accrue to payors and providers that apply 
IT to address these market foroes. In fact, 
we believe that a well-thought-out and 
well-executed IT strategy will differentiate 
winners from losers. " 

, To succeed, particip;mts will have, to. side
step the pitfalls that have so far prevented 
their IT investments from:' paying off. The 

, nrst of these pitfalls is failing to focus 0.11 

prodtlctivity 'in purchasing and imple-, 
mcnting technology, The second is allowing 
other 'players within and outside the 
indUStry to capture the value created. The 
third is that ancient mana.gerial plague, poor 
execution. And the fourth is the temptation . 
to buy gadgets (such as fancy point~and-{:;lick 
physician systems) that neither accomplish 
cost objectiv~s nor Improve quality - mere 
toys, instead of tools. 

. . . 
Many industries go through similar periods where IT investments run up 
costs while delivering neither improved productivity nor the competitive 
adVantage that higher productivity is lilc;ely to yield. It took yeats for the 
commercial banking industry. for example. to wriog acceptable profits from 
its heavy IT spending in the 1980s. as it struggled to match investments to' 
strategy. improve productivity. and use teohnology to change consumer. 
behavior. Payors and providers can learn from such' experiences by 
following a few sim:pleguidelines in order to capture value from IT; . 

.' 

• Focus, above all· else, on, improving the productivity of front-line 
care givers 

• Make your IT investments in the right sequence 

• Match your IT investments to your market position ' 

• Develop superior IT executional skills. . 

'" Ce.pilatl'.;d (cvcnuC/i are tho~ wbl,'lll:: a provider agrees to petfonn a servioe for a predeterminc::d 
· 	6:xed price.. The providef only profits ir it can trQat 8 patient for less than Ihe capitated revC1'I.ue 

it teec:ivc:s. Somo insutets lU1c:i health plans SCI a cap 011 11'le rc;venucs they will pay pet member 
to a. provider. ' 
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HEALTIlCARE'S IT MISTAKE 

Focus on productivity 

Some might. argue that productivity discussions have no place in an 
industry where the quality of outcomes is so iInportant Certainly, it would' 

. be hard to find anyone who would advocate reducing the quality of 
outcomes in the pursuit of competitive advantage. Almost everyone, 00 the 
other hand.. would be in favor of achieving the same outcomes at a lower 
cost. or better outcomes at the same cost.' . 

For payors and providers, the issue is clear: if you do not inorease your 
levels of productivity - defined as :the ratio of outputs to inputs - you may 
well find yourself on the'short end ofthe' competitive stick Analy&is of 
health maintenance organization best practices reveals a cost reduction 
opportunity of up to $270 billion in the UShealthcare industry (Exhibit 2). 

I . 

Given. current market .pressures, the biggest opportunity - at least for the 
moment - will lie in J;educing the input side of the equation. The US health
care industry has yet to curb the tremendous inefficiencies arising from 
unmanaged care byindividual physicians. Although treating anyone patient 
will involve a unique combination of complex decisions, aggregating patient 
populations and examining variations in physician decision making will 

after adjustments are made for patient populations, many provider 
organizations have sizable differences among. their physicians in terms of 
the quantity of inputs needed to achieve a given outcome. Some physician.s 
spend a lot more money than others in order to remedy the same illness. 

How often. for example. do physicians see a diabetic patient? Once every 
two months? Every four months? How often do' they screen for glaucoma? 
WhaL lab tests do they order? Wbich medications do they prescribe? If 
physician A consistently achieves the same outcome ~ physician B for two
thirds the cost, what can physician Bleam from physician A?' 

yield valuable insights for 
practitioners. At present. 
most phy'sicians practise in 
relative isolation from their 

, peers; considerable practice 
variability exists between 
providers (which frequently, 
follows a consistent pattern); 
and only very limited infor

. mation about care decisions 
.is fed bacl,cto physicians. 

Inefficiencies emerge clearly 
when we e~amii1e provider 
practice variations. Even 

' , e:mIblu 

Opportunities for cost saVings 
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There is a real opportunity for physicians to use information to support the 
adoption ofstaudards. or protocols. along the lines of what in,an industrial 
setting would be called best practice. It j,s not that the healthcare industry 
actually lacks standards or protoGols; rather. it is getting physicians to seek. 
them out and actively use them that is the challenge. Information. is a 
crucial enabler in this process, allowing physicians to engage in constr'tlctlve 
discussions about practice pattern variations. If you have similar patient 
populations. adjusted for demographics and illness severity, you can look at 
the total costs pf treating individuals and consider what drives the 
differences between them. In one case it may be pharmacy costs; in 
another. inpatient ut:iliz3.tion. 

Information holds the key to improving productivity. Providers will have to 
change theil:- approach to managing information - and information 
technology. Improving productivity will. require providers to excel at three . 
other things. 

Get the sequence right 
. . I ' 

Sequencing IT investments correctly can go a long way toward helping 
them payoff. (By IT investments. we mean investments in IT applic.ations 
- whether developed in-house or. purchased off the. shelf - and i~ the 
hardware and executional skills that support them.) Getting the o:rderright. 
involves three steps tWlt apply to all payorsand providers. no matter where . 
they compete in the healtheare delivery chain (see Exhibit 3): . , 

L Integrate basic information (such as care data) across the busine.ss 
system, (inpatient, outpatient. laboratory. pharmacy, radiology) to create a 
complete picture ofwhat was done to the patient. who .did it, and what it cost.'lII\IIIIl:l 

. Three levers to improving productivity 

'hIuell'rCduc;tlwil7 1. Ilttegrate 
~'~II existing d.<Ita 

leW His"· 
full -
CIOtIIln....... 


3. Acc~u~tv 
origoing data 

2. Begin capturiQ,g clinical data 
regarding outcomes such as func
tionality or· recovery time. Mast 
payors and providers gather only 
financial claims and accounting . 
data, which, though useful, hardly 
hell> in the understanding ofpractice 
variations. 

3. Start gathering data longitu
dinally, Accumulating data over 
several ycars will prompt the kindS 
of insights into disease m..M.agement 
tbat lead to more fundamental care 
delivery redesign. 
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1. Integraze inJormatiol1 
There are several reasons why integrating information across the business 

system should be the .first step in this sequence. For one; it is the 'easiest to 

implement. Much of it can be done by automating current procedures; no 

process redesign is required. Claims data, for instance,- is already ca,pturcd 

on relatively standard forms, making collection and comparisoXl. straight

foxwani. And the analytical tools that will anow payors and providers to get 

good value out of basic data aJreadyexist. 


The second reason for tackling this step fit'st is that a go~d deal can be 
accomplished by integrating basic care data. The new insights that can. be 

, gained are significant and reasonably easy to act upon. .An organization 
might use the information to decide. for example, which, diseases and 

, patients to focus on. Our experience sug- ' 
gests that the 80/20 rule as ,applied to' costs -------'------~ 
holds 'here.- that is. 80 percent of costs are Most existing IT systems are 

, designed to answer three 
driven by 20 percent of patients. questioDS! what procedure did 

we perfol:'rtl, what did it cost,
Third. time is of the essence. Industrywide and did we get paid for it?efforts to reduce costs in such areas as 

inpatient days and outpatient procedures 

and visits. not to mention current trends toward ,iI).creased capitation and 

vertical integration oX' alliances. are fueling new data needs. ' 


Finally, this step also goes first because it is the necessary precursor. to 

capturing value from tbe steps that follow. '. . . 


Players obviously vary in the ease with which they can obtain and process 

information. Integrated health plans should be in the be,st position to 

capture the valueJrom this step quickly, while inclividualhospitals and 

physician groups need to be more Creative to overcome the organizational 

barriers that often exist to collecting data. ' 


2. Capture clinicttl dara 

'Here the ~halIe~ges begin getting stiffet.'Most existing IT system.s have 

been built around the patient's bill, and are designed to answer three 

questions; what procedure did we perform, what did it cost. and ,did we get 

paid for it? Shifting from this sort of billing data to information that 

captures diagnosis. severity of condition. function8.J. status af'ter treatment, 

and treatment paths will pt'ovide great value; and could become a real 

differentiating factor for payors and providers-


But accomplishing this shift will not be casy. First, basic care data must be 

integrated aoross the business system. Next, selective processredesjgns may 

be. needed to ensure that the captured data is "clean." And since most 
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cliIiical data currently exists only on l'aper, significant new software 
investnlents may also be required. ' 

'Why do it at all? Take a patient who needs a hip replacement. Clinical data 
from inpatient. outpatient, and 10ng~term care is 'necessary when making' 
decisioDS about appropriate (and cost-effective) treatment Equipped with 
information from only one side of the care cpntinuum (say.. inpatient). the 
provider will have difficulty answering questions about the delivery process 
and its outcomes. such as: Is the patient better? How long did the treatment 
take? How important were individual elements of delivery in achieving' 
a positive outcome? How can care delivery be reconfigured to employ 
towcr-eost resoi.lt'Ces? , ' " ;, , 

Another: reason for assembling clinical data is that only linlited insights can 
be drawn from claims data in the absence of corrcsponding clinical or 
outcomes data. Only clinical data can demonstrate the efficacy of the care 
provided - or. mdeed. show whether it was necessary at alL Moreover. 

" physicians are skeptical (and rightly, so) 
---O-nl-v-'-cli-'n-i-c-a~]-d-ata-c-an--- ab<;lut information that fails to ulcorporate

demonstrate the efficacy of the outcomes. 
care provided - Of, indeed, show 

One problem in collecting clinical data is'whether'it was n.ecessary at all that there are as yet no widely accepted 
, standards within the medical community for 

measuring outcomes. New analytical tools are needed. How. for instance. do, 
you define functional status? The challenge will be to ensure that ,IT 
investments comply with evolving industry standards. 

Note that capturing cllni(;al data is likely to be a "ticket to play" for 
providers as healthcare markets matUre, but it will not be enough to -secure' 
competitive advantage. Since nearly all providers will be sccldng to uSe 
'clinical data as a way to create efficiencies, doing so will merely ensure that, 
you keep pace.' , ' 

Keeping pacewi11 also mean using the data you capture to reduce costs. 
Too many providers, hospitals in particular, have yet to reconcile themselves 
to the fact that all but a few of them will have to compete as low-cost 

'suppHers. The exceptions - those that, like Memorial Sloan Kettering 
and the Mayo Clinic. can compete on the basis of a national quality brand 
will be rare. 

3. Pursue /ongimdinaldata 

This step is last in. the sequence for three reasons! capturing the data will 
take several years; this step builds on the efforts that have gone before it; 
and al present only a few competitors have patient ba~es large enough to 

. , 

96 11 II! Mc.lGNSEYQUAR.TERLY 1995 NUMBER 3 



DEPUTY SECRETAR¥ 1{l]008 .
01/~7/99 18:02 'U202 482 3610 

" :' 

HEALTHCARE'S IT MISTAKE 

support longitudinal analysis. Collecting longitudinal data should begin 
only when the· previous two data collection efforts arc well under way. 
Without them. this third step would have limited value. How. for instance, 
do you use longitudinal data to determine whether a particular patient 
actually got bettcr a.ft.et a hip replacement 
operation ten years ago if you do not have Too many providers have yet 
inpatient and rehabilitation information? to reconcile themselves to the 

fact that they will have to
Keeping track of data. over a period ofyears 

compete as 1ow·cost suppliers
makes it possible to monitor the real impact 
of clinical decisions, whether preventive or 
not.. This, in turn. will promote the acceptance of practice guidelines. 
ShoUld breast cancer screens be performed every two or every five years for 
women O'Ver 451 Such questions can be answered much more readily if solid 
longitudinal data i,s available to underpin the debate. . 

Gathering longitudinal data is in many ways the most important of these 
three steps, and may lead to fundamental changes in care delivery: say. 
fewer physicians 01" more nurse practitioners for a specific disease. But the . 
challenge of collecting the data should not be underestimated. The storage 
requirements alone are immense. The necessary analytic tools are· only just 
emerging. And the min:imtim efficient' scale calls for a large patient base 
probably bigger than a single hospital. for instance, will be able to muster. 

Match strategy to marketposition 

Payors and providers should also match their IT strategies· to the stage of 
market: evolution at which they find theJIlSelves. Healthcare markets in the 
United States follow a consistent. evolutionary path, from a fee-far-service 
stage through timid.tutbulent, and potentially restructured stages.lC< Since 

. the basis of competition shifts as the 
market evolves, IT strategies should The challenge of collecting . 
cha..nge accordingly.the data should not be 


\.~derestima:ted, The storage 
 Payors and providers findingrequirements alon.e are imblense 
themselves in a fee-for-service or 
timid stage of market evolution 

should confine themselves to investments aimed at integrating data across 
the business system. For them, ·claims administration. risk management, 
and the strength'of physician relationships act as the basis of competition. 
IT investments are best geared to back-office systems. typically those 
designed to capture claims data.. 

*See Bernard T. Fern!.ri and Scon Gtime$, "Will HMOs pus th~r physical?" pp. 7&-39. lind in 

panic:u1a:r Exhibit 1.. p. 80. 
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More turbulent marketslcaIl for investments in clinical data systems.. These 
become necessary as aggressive competition requires rapid reductions in' 
costs and prices in order to maintain s~are position. IT investments during 
this stage of market evolution should be focused on utilization review; 
quality assurance, and other systems for reconfiguring care pro,cesses and 

reducing practice pattern variations among 
physicians. ' 

Getting practice guidelines to 

the point of care will boost 
 In potentially restructured markets, theproductivity, increase quality, 

, basis of competition may shift to a foous on 
and reduce costs 

clinical' outcomes. Here, IT investments 
should be devoted to helping to implement 

c1ioiClll protocols. IT systems must strive to get rea1-tim,e information into 
,the hallds offront-line provideX's. Getting practiCe guidelines to the point of 

, care wij1 boost productivity, increase quality. and reduct:rcosts. This reflects 
the increasingly "partnered" role that providers must adopt with care givers 
as markets mature and the old "stick" approach to managiog relationships 
becomes obsolete. ' 

Base your strategy on )'011.7 starting pOil1J 

Obvious though it may seem. payors and providers should examine where 
they are in the hcalthcare delivery system before junlping in and investing 

, in IT. Your st:arti.na point determines which strategies will work best for you. 
, . . " 

There is value to be found'in IT investments at, every point in the delivery' 
system. In general. though. hospitals are in a weak position in relation to 
other payors and providers because they have little influence over their 
delivery costs, most 'of which are controlled by physicians. They must find 
ways to strengthen their position by collecting more clinical data acrossthe 
business system and by helpingphysioians to change cielivery decisions.', 
Suoh an approach can be 'diffioult for hospitals because it means reduciIlg 
the utilization of their biggest asset - beds. 

Hospitals should focus on reducing costs. creating focused clinioal value. 
(probably a viable strategy only for the national quality brand leaders, such 
as Memorial Sloan Kettering), and integrating information with physician 
Practices so as to get up to scale. They will have to structure their contracts 
with these practices carefully,however, to avoid letting physicians capture 
all of the value created. 

Physician groups are probably in the best position to benefit from 
information systems in the future. Ultimatc:ly. physicians are the care 
providers and can best put new insights into practice. But physician groups 
are mostly too fragmented to gain access to capital and make the necessary 
investments. All the same, some laIl:~e groups - Mullikin and Pacific: 
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Physicians among them - have been spending heavily on IT. and the early 

signs are that they are reaping substantial efficiencies. from their 

investments. Such gtoups are growing rapidly. but still represent only a 

small percentage of physicians. . . . 


For their part, health plans enjoy the best current position for gaining 
strategic advantage from IT mvestments, but they must find ways of using 
information to redefine their value proposition as locallllarkets mature. If 
they fail to secure a role in actual care 
management. they run the risk of becoming .. 

If health platlS fail to Secure amarketing and admlnisti'ative appendages role i.n aot:ual care management,
to provider organizations - or, worsesti.lL 

they run the risk of being " of being disintcrmcdiated' altogether. In disintermediated altogetheraddition. health plana will have to change 
their approach to provider management and 

. forIn more effective partnerships with physicians if they' are to maintain the 
same kind of growth in revenues and profits that they have seen in the paSt, 
eight to ten years.1lI . . 

Improve execution 

This last guideline is probably the most important - and m.ost difficult - of 

all. Healthcare IT skills are am~n.g the lowest in US industries, mostly 

because IT has not been stra.tegically critica! to success 'IlD:til now, and 

payors and providers have not had to focus on the kind of executional. 

excellence that is needed to make IT investments payoff. 


Given the shortage of in-house talent. payors and providers would do well 
to look for opportunities to buy software off the shelf and outsource much 

.' of their IT capability; The exper.f
--,..------------ ence of othe.r. industries indicates 

Given the shortage of in-house .' •that major in-house: development 
talent.. payors and providers projects ..;.. in which teams of s6ftwaro 

would dowell to buy softwate writers develop codeJor a custom-' 
off the shelf and outsource much 

of their IT capability hed application - rarely deliver 

value~ take a very; long time, and 

unwittingiy impose conStraints on 


operational flexibility. ,Such projects often overreach as tnanagers try to find 

the IT Holy Grail, a solution to all of their problems. Winning organizations 

will take more of a "Do it. try it, fix it" approach to implementation. making 

sure they exhaust all oppo.rtunities to build user-friendly front-ends for 

current systems and seek out package solutions before they begin 

developing their own software in-house and buying new hardwax'e. 


... Agail.'l., see "Will HMOs pass Iheir ph)'sic;;aIT' pp, 78-89. 
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viii . Foreword 

, . tratecl o~ bj.Wng and financial functions. Instead, VA addressed challenges 
ill the implementation of clinical and management systems in a large 
healtheue network. We con~ntraLed on the needs of the individual 
healthcare 'faCility for' patient identification and tracking (registration, 
admissions/discharge/transfer) and for efficiently managing high-cost op
erations, mJch as laboratory and pharmacy, which are often the profit cen
ters in other institutions. For these latter services, the empbasiswas on 
managing and recording the workload and on decreasln8 the COSL~ includ
ing the distribution of results to the front-line clinicians, rather than gener
ating a bilL As new modules wercadded, a sitnilar focus was maintained., 
Moreover. front~line VA users, including cl.lilicians,\Vere Involved in the 
design of the software In order to improve the volume and accuracy of the 
iIlfunnation they needed to deliver care to veterans. The result is a com
bined clinical and management information ~te:rn tbat is firmly based on 

. gathering information during the course ·of clinical care and deriving man
agement data as it. byprodUct of these inLeractions. , , 

As V A established the authority and mechanisms for collecting teim~ 
bursement from the subset of veterans who were not entitled to free CIlre, 
billing became a mOl"C important consideration. As VA l"eorganizes into its 

... multi·facility networks (see Chapter 1 for more details), accurate manage· 
ment data across facilities become not just desirable. but vital to its future. 
Emphasis in the networks bas been shifting from inpatient care to ambula. 
tory c:are settings and to the formation of both integrated and' virtual 

'healthcare networks. Today, VA is moving into a managed care Opel1ltion, 
charged with meeting the need$ of its enrol1ed population. Now that'VA no 
longer simply takes and reacts to whoever cornes in the door for care. a 
managed care information system capahility is becoming a necessity. Thus, 

. 
without requiring the ~ 

:computet system to ano' 
ably robust and locally e: 

. of healthc:.are facilities .. 
~.:1~.r:·';'t', nursing homes La large, 
.,...;>:...~""'~. variety of foreign countr: 

. in their native language!; 
Even the problems er 

these is years provide 01 
private sector to unders1 

,'..;.;' ,. for overcoming them. 0, 
. presentations, so that oti 

These past 15 years, a 
was launched, have bee 
participated. We sometil 
menting healthcare infol 
where no infrastructUre 
ceeded. Our infonnatioI 
clines. yet it has been t 
networks. Critics accuse. 
dosed system, often bee;:; 
than as a large, dynamic: 
lime. Key components oj 
robust solutions, but ou 
solution. So, as better 
graphical user interfaCes, 
'healthc:are infonnation s 

VA's information needs are moving r:;:loset to those of other 'healthcare 'the c;:reativity and dedica 
institutions, even !:hough its budget currently remains primarily dependent nationai and the local )<: 
on congressionalapprupriations. : Indian Health Service, "II 

At the same timti that VA bas been changing, other healthc:are orgatuza. tial barrierS in the evolut 
tions have been shifting their emphasis from pure finaneial information become just another shOT 
systems to those that are more cllilically oriented. As healthcare becomes be discarded and replace. 
more com.petitive and forces increase to consolidate resources and decrease development, maturity. 

',~..,., . costs, more and more healthc:are irultitutions are recognizing the critical Instead, VA's system ren 
importance of t})eir information systems and are inCreasing their. invest· ponenL has been or will 1 
mtmts ac:cordingly. The most effective information sy:!tems will be those ·This book was consul 
that contribute not only to cutting costs, but also to increasing both. access ,. . breadth of the automalil 
to and qualiLy of care. These multiple goals require lhat clinical inronnati support the day.lo-d<ty ( 
ystems b~ an integral part of healthcare infonol1tion systems. have not trit!dto describt 

The VA experience, def:a;Ued in this book, offers a IJ}odel based on a long , the commercial decisio~ ! 
tracle record of developing and impl~menting a low-cost. high Iy integrated data so that management 
healthcare information system that qas beeu designed to evolve and grow Since 1982, DHCP has t 
gracefully--changing hardware, platfom1S, operating systems, and, com~ , though DBC}' represente 
puter languages, ;tnd integrating a variety of eonunercial te('llnologies- cal centers in 1985, it bl 

. . . , ' 
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to: Shirley Sagawa 
fax #: 202-456-6244 

re: S100 bEstimateby Director ofNLM 

)date: January 11. 1999 

pages; 2, itlcluding this cover sheet 

Shirley, 

Re: the First Lady's question about my confidence in the McKitisey estimate of $235-270 billion" 
in saving, here is the other specific "global" estimate by the current hf;Cid of the National Library
ofMedicine. Dr. Li:o.dberg uses a range frOm $36 billion to $100 billion, alld J bet he is low. As 
'r said at the meeting, there are other relevant studies, but they are of specific savings at specific 
places. e.g. $827 per admission at the Latter Day Saints Hospitai in SaU Lake City. or $10 per 
patient :visit at some other place. 

Experience in other industries like trucking, airlines, etc. makes me believe that before-the-facl 

estimates ofconsumer benefits from modernization/computerization/competition almost always 

are underestimaled. 


VA is setting up a meeting ,for me on Jan 20 or 22 to start exploring dAta. The Vice President's 

offioe is invited. 


Paul 

From the desk of ... 

Paul A.. london 
Senior POlicy Advisor ' 

U.S. Department of Commen;e 
14th ,& Constitution Ave.. N.W. (Rm5027) 

WaShIngton, D.C. 20.2)0 

202-482-4730 
Fax: 202-482-3610 
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.dvanced Technology Focus of 12 HP 
ealtlt Care Awards 

Twelve-coniracts-toialing $26 million, designed to help -pllyst'CfSiiS"pia:ctlce better med1Ciiieby' .... ' .. 

utilizing advanced computing and networking capabilities along the "Information Superhighway," 

were armounced today by the National Coordination Office for High Performance Computing and 

Communications and the National Library ofMedicine. 


The 12 projects, scattered across the nation, will fund health care applications such as testbed 
networks to share information resources, computerized patient records, 'and med-lca] imag~s; 

, telemedicine projects to provide consultation and medical care to patients in rural areas; and 
advanced computer simulations ofhuman anatomy for training via "vi:rtual surgery." 

The projects are the first awards in health care to be made under the High Perfonnance Computing 
and Communications Program. The HPCC Program is a multiagency effort to focus the Nation's 
energies on developing and applying high performance computers, the s6ftwarc that will enable the 
computers to be applied to many ofsociety's problems, and the National Information Infrastructure 
(or "Information Superhighway") that win put the vast amount ofresuiting information at users' 
fingertips. : 

"These awards are ail important step in developing ncw computing and communications 
technologies to improve the quality of the Nation's health care,lI said:pr~ Donald A.B. Lindberg, 
Director of the National Coordination Office for EPec. Health care is a key component 01 the , 
government's vision for a National Information Infrastnicture. The new technology will allow a 
doctor in a rural area to send X-ray images and other medical infonl1stion instantly to specialists at a 
faraway medical center for a seoond opinion. ' 

, CC technology to be developed by the projects will not only improve health care delivery, but 
reduce costs as well. "Twenty-five cents ofevery dollar on a hospital bill goes to administrative costs ' 
and does not buy any patient care, II he said. "Better use ofinformation technology and the 
development ofhealth care applications tor the Nll can make important contributions to health care 
reform. TelecommUnications applications such as computerized patienbecords could reduce health 
care costs by $36 billion to $100 billion each year, while improving quality and increasing access. II 

"The successful outcome of..these projects will help to contain health care costs through sharing , 
scarce resources while raising the quality of patient care;" said Dr. Lindberg. "By using telemedicine, 
doctors and other health care providers can consult with specialists thousands of miles away, 
continually upgrade their educatioll and skills, and share medical recor4s and X-r4Ys." The projects 
will also IIprovide practical experience with real-world applications, su.eh as how to protect the 
privacy ofmedical records and images that are subject to computet network.transmission, storage 
and retrieval." 

: ' 

Medical education and training will also benefit from high performance computing and , 
comrnunlcationstechnologies. liThe first problem that all medical professionals face is that lhere is 
simply too much infonnation to keep up, too much to remember. Ifyorir doctor were extremely 
conscienti.ous and read two journal articles every night, at the end of a year he or she would be 
roughly 800 years behind. Computerized databases help medical professionals find the answers they 
need when they are needed." Some medical schools "are beginning to teach clinical problem solving 
methods that will continue to work even as the knowledge base of medicine changes and expands," 

http://www.nlm.n1h.gov/research/telemedhpcc.html l2111/98 

http://www.nlm.n1h.gov/research/telemedhpcc.html


----

__fCtS 

_ ..-I'rIIIC'I'......I. 
1>.0..... ... 

" .......·f ... ~.•" ........" ', __....... 01,..".,.., 

___... MS ..' 

\ 

/FR6M HALrtJvLP;11D ''9bL~~~ Bb I-R 
: 0I\iI9.... IF. Wlc;q

, " "", 'If...-.r.~ 


"""f" ...............~-........ 
..............-...-... "" 
.-.............. 

.~......~~,... ..~.......
__c. .,'......' 

4tongrtll or tht ti.nitcd ~tQtfJ 

tuusc of 'RrprtsnotiDu 


UaJhin,gtDn, B( ltfI1 


November U. 1990 

The Honorable BUl Clinton 
Tbe Presidcut ' 
1600 PeJUUYhrani. AYfItUlJ NW 
Wasblnf'Cn ,D.C. 20$00 

I Am 'WIle rbit YOll are pl4nni.q to .ppoi1\. FcdctaJ Ad\lisolyCommissioQ on Heahlt 
Cue Quality and Conaumer Protection. 1am ....ritlnl to ll.rge 101.110 appoint ,Shel!a Leatherman 
10 this Com.mmon. 

Sheils Lntherrun ;IJITCDUy serves &.I Exeeutive Vico-Prctident for the UQ,ited. Health 
Cue Corporation. ~ of the laqat bcalth cue ~on' in the natiOI1.. In addition. Ms. 
Lnlhetm:.ln i, foWl<kr aod Pretident afthcCctG"for Health Care Po)i~y ond EVIluation of 
Uni~ Health Care Carpe~ti()n. She is ecave In'IlWDefoU9 orpNz;alion! such as the 
ANoeiadol1 of Hctlth SerYiee3 Re.areh ..d the As;ociatioD ofAmerican Hc:altb Plans. 
HerlolllOrk. hal *1\ iD both lbc private and public scetOr. and M •. Le.therman exhibiu ben 
'Und~[$taDdin8 ofhow corporale America em beaer wor:k with bAltb oraanlzatiolU. 

I biPJy ru;;.on:wald htr to you for appointmtftl to the Federal Advisory Corn.rnis$ioft on 
Health Catf! Quality, f believe her ~se would lIully usl,r. this cornmis,ion. 

Thatlk yOll for yOW' condidclUion. 

RFW/!ld 
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MEMORANDUM 

To: 	 Harold Ickes 
Assistant to the President and Deputy Chief of Staff 

From: 	 Tom Umberg, State Director 

California Clinton/Gore '96 


Celia Fischer, Director 
California Victory '96 

Date: . 	 November 14, 1~96 . 

Subject: 	 Managed Care Quality Commission 

Following the election, the President will appoint an Advisory Commission on consumer 
protection and quality in the health care industry. We are writing to strongly recommend that 
Art Levinson, CEO of Genentech, Inc., be appointed to this commission. 

As you know, Genentech is a San Francisco Bay Area biotechnology company with $1 
billion/year in sales. Mr. Levinson is a research scientist who could add credibility to' the 
commission's recommendations to the academic health sector. He is also on the 
"recommended" list from HHS for the Commission and could be an important member, as a 
health care provider from California. 

Levinson's endorsement was an important addition from the biotech community to our Silicon 
Valley / high-tech CEO support list for Clinton/Gore just prior to the Chicago convention. His 
endorsement was significant because of his personal status and reputation in the high-tech 
community, but also due to the prestige of Genentech. Moreover, because Levinson's . 
predecessor at Genentech had endorsed the President in 1992, it was critical that Levinson also 
endorse. Finally, the company is a major financial donor to the Democratic National Committee. 

The Commission~s first responsibility will be to lay the groundwork for benefit expansions for 
children and unemployed workers. Since Health Care provider support for commission 
recommendations is critical, it will be helpful to generate support and to blunt criticism if a\ California pharmaceutical CEO endorses the recommendations for benefits. 

As always, thank you for your consideration. 

cc: 	 John Emerson 

Chris Jennings v' 




-THE WHITE HOUSE 

WASH INGTON 

November 16, 1996 

MEMORANDUM FOR CHRIS JENNING$ 

FROM: MACK McLARTY lfi;-c-tJ 
SUBJECT: DICK HERGET . ~--

Per our recent conversation, attached is some additional 
information---on Dick Herget. I believe Dick -would be a good 
addition to your health care commission effort, but I know you 
are considering a lot of very.well qualified and distinguished 
people. 

I 



NOV. 14. 1996 11:39AM NO. 940 P.2 
) 

f 

RICHARD P. HERGET, JR. 

lvIr. Herget is President and CEO 0/Sedgwick ofArkansas, Inc. andAcgunCl Professor OfRisk 
Management, UniYersity 0/Arlfamas at LittleRock 

U. Herget began his insurance emeer with Ford & Herget A.g8ncy, Paragould, Arkansas, in 
1960. In 1969, :Mr. Herget accepted thtl position ofF.:Jtecutive Vlee President ofthe Arkansas 
Association ofInsuranC8 Agents. In 1972, 1M joined Cobb, Atldns. Boyd & Eggleston as Vice 
President. Mr. Herget was elected Ex:ecutive Vice President. Se~tarylTreasureT and Director 
ofAtkins Insurance Corporation in 1976. He was elected Pre$ident ojAtkins Insurance in 1982. 
Atkins was acquired by lvfttrsh &Mclennan. Inc. in 1985, andMr. Herget was electeda 
Managing Director o/Marsh & McLennan in 1987. In 1992, Mr. Herget served as Vice 
Chairman ofRebsamen Insurance, Inc. He has served as the ChiefLegislative Representative 
for the insurance industry in the Arkansas General Assembly and has also served on the 
Executive Committee o/the Arkansas Association ofInsurance Agents. He was elected to the 
Board ofDirectors 0/Arkansas Power &: Light Company in 1981, the BoardofDirectors 0/ 
Union National Btmk ofArkansas in 1982, and the Board ofDirectors ofUnion Modem 
Mortgage Corporatlon In 1985. Mr. Herget was elected to the BoardOfSedgwick Group 
Development Limited0/London in June, 1995. 

In 1971, lv/Jo. Herget ~ honored by the Arlransas Jaycee.s a.J Arkan.st:is' Outstanding Young 
Man. 

He was- appointed in 1975 to ajive yet»' term on th€ Arkansas State University Board 0/Trustees 
by Governor David Pryor and reappointedjor another five year term in January. 1980 by 
Governor Bill Clinton. In 1990, Governor Clinton appointed lvfr. Herget a trustee oftlie 
Foundationfor the Mid South. 

lvfr. Herget served as Chairman ofthe BoaTd0/Trustees ofArkansas State University in 
/979-1984. In 1981, he was elected to the Board o/Directors ofthe ASUFoundation. 

He has served on the BoardOfDirectors ofboth the P(JJ'lJgould Area Chamber o/Commerce and 
the Litt/eRock Chamber o/Commerce. In /976, he was awarded the Arkansas Certificate of 
Merit, the highest award that ispruented by the Stale ofArkansas. for his work In law 
enforcement. In 1977, he 'WaS a recipient ofthe State Chamber o/Commerce's Arkansas 
Ccnmmmity Development Award He served CM Vice President for GovernmemalAffairs ofthe 
Greatflr Little Rock Chamber ofCommerce for nine years. He is Chairman andDirector ofthe 
Downtown Partnership ofLittle Rock. }...fr. Htlrget is a member ofthe Executive Committee &
Board o/Directors ofthe Greater Little Rock Chamber a/Commerce and the Arkansas State 
Chamber ojCommerce. . 
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, _	Th~ Honorable William 1. Clinton 
President ofthe United States '~_'L~·~~:-fl_;_~r_'~__ '_':_'4_,,,-1 
the White House 


", -1600 Peimsylvania Avenue NW '-~
<;-' 	 ',I ,i. ~ . " 

·,i', ~u.shington. D.C. 20500-9900 
I'" • 1 

Dear Mr. President: 

i was pleased to learn about your plans to appoint tI. FcderaI AdVisory Cdrrurussidn on Health ' 
Cafe Quality. I understand appomtnicntsto tbis Conimissiun will be made after the November 
election, but you and your staffarc in the process of reViewing the: qualifications ofpotentIal 
Commissioners. . 

I s~ronsty recommend Shei!a'Lcathertnan, the E~ccutive Vice President o{Urtitcd HeaIthCare 
Corporation based in Minnetonka, MiMe'sota, for your cOilsideration; 

, ,,! 

,Throughout her professional career, Ms. Leatherman has been active In ~ort5 tb ~al~a.te ~ld ' ,. 
improve the petfonnanee ofhealth care delivery through health poliey. research andmanagemertt 
initia.tives. ' Her work in this area has been both in tbepubJic and private sector on the state level ' 
as in Minnesota and Wisconsin, and also natio,,:aUy~ For example, she Is responsible for cre~tmg 
the Center for Healtl'l Care and Evaluation in Minneapolis. The Center focuses ort evaluating the 
'perfQnnance ofhealth care delivery systems for United HealthCare and a broad range of either 
'organizations, including government entities and academic institUtions. 

Oivcn Sheila Leatherman's exemplary qualifiea.tionl: and her'vast experiertce as well u keen' 
interest in the field ofhealth care services, I highly recommend her to YOtl for~ppointment to the 

" 'f Federal Advisory Commission on Health Care Quality. Enclosed, for nuttier information, is her 
.cut.ri,ulum vita. 

~hk you for your consideration. 
:; , 
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California Medical Association 

221 Main Srrt'ct, P.O. Box 7690, San Francisco. CA 94120· 769() • (4 1.~: S4 1·OqPll . 

Physicia11s dedicated to the health of Californians 

t;¢~ 

John c. Lewin, M.D. 
Executive Vice President 

Chief Executiv~ Officer 

TEL: (415) 882-5100 . October 28, 1996 
FAX: (415) 882-3349 

r;:'U--. 
\ ~ . ',' '. \. ·\/·l·.' . Ms. Barbara Woolley, Public Liaison· 

The White House 
Washington, D.C. 20500 

Dear Ms. Woolley: .. 

I am writing to strongly endorse and recommend Mr. John Crosby as the staff executive director 

· for the president's Advisory Commission on Consumer Protection and Quality in the Health Care 

Industry. This new Advisory Commission is a most welcome and needed oversight function on . 


, behalf of patients in America, and requires expert leadership and guidance at the staff level if it is 
to successfully complete its mission. 

John Crosby, currently Vice President for Health Policy at the American Medical Association is 
an individual who possesses the experience, the integrity, and the consensus-building skills 
required for the executive director position. I have know Mr. Crosby for the past eight years, and 

· I have been favorably impressed at all times by his leadership, management, and policy

development skills. 


Mr. Crosby developed particular experience and expertise in the area ofquality assurance and .the 
· ethics ofmedicine through his activities at the American MediCal Association, including bringing 
·business, hospital and community leaders together with physicians to discuss such complicated 
· issues as "medical care at the end'of life", "racial and ethnic: disparities in health care"; and issues 
relating to the ethical aspects ofvarious reimbursemenfsystems. 

John is an attorney with extensive experience in various management arenas, .including the 
insurance industry, project HOPE'S center for health information,as an Administrative Assistant 

. for congressman Dick Gebhart, and as an associate ofthe St. Louis law firm ofThomas Mitchell 
He is a member of the American, Illinois, and Missouri Bar Association, and has lectured on . 
medical, legal, and quality assurance issues at the nations major universities and policy centers. 

lhardily recommend John Crosby as an experienced and eminently qualified·person to provide the 
s.taffleadership for the pr~sident's newly proposed-commission. Please fill free to calion me for 
elaboration or clarification ofany ofthe proceeding comments. I have full confidence that John 
Crosby will make an excellent choice for this challenging position. 

Very truly yo 

John C. Lewin, 
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