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I. Introduction and overview

Last year, the Minnesota Legislature created a new health care reform commission and authorized an existing but inactive commission to go back to work. The new commission bore the name Health Care Transformation Task Force (TTF). The existing commission was known as the Legislative Commission on Health Care Access, and more informally as the Health Care Access Commission (HCAC). The Legislature gave both commissions similar instructions: Tell us how to get health care costs down, and tell us how to provide health insurance to all Minnesotans by January 1, 2011. The instructions to the TTF regarding cost containment were more specific: Tell us how to reduce health care spending in Minnesota by 20 percent by January 2011. 

The commissions’ reports, which were released in the first week of February 2008, contain some excellent ideas for improving the health of Minnesotans and, in the case of the HCAC, excellent recommendations for expanding enrollment in Minnesota’s public health insurance programs. But the cost-containment recommendations of the reports, which boil down to more aggressive managed care plus wishful thinking about how easy it will be to reduce the medical costs caused by obesity, smoking, and alcoholism, will not reduce costs and may well increase costs. 
Because neither report will lead to reduced health care costs, the reports will fail to achieve universal health insurance, and may even fail to lower the state’s uninsured rate. Both reports recommend that the Legislature enact a law requiring Minnesotans to buy health insurance, a requirement known as an “individual mandate.” (Massachusetts enacted an individual mandate in 2006 that took effect last year.) The TTF requires the individual mandate to take effect “by January 1, 2011.”
 The HCAC recommends a “contingent” individual mandate, which means the mandate would not become effective unless Minnesota’s rate of uninsured residents failed to drop below certain levels, starting with 6 percent in Fiscal Year 2009 and 4 percent in FY 2011.
 
In the absence of real cost containment, the Legislature will either baulk at raising the taxes necessary to finance the subsidies required to make the mandate affordable, or, less likely, will raise the necessary taxes for a few years and then underfund the subsidies. If the Legislature insists on enacting the individual mandate without adequate subsidies, that will mean a substantial portion of Minnesota’s 400,000 uninsured will remain unable to buy health insurance. As this reality dawns on policy-makers, they will do what Massachusetts has done in the face of a similar quandary – they will redefine what is considered to be acceptable coverage so that policies with scrawny coverage qualify as meeting the mandate, and they will exempt many lower-income Minnesotans from the mandate. Policy-makers may even ignore the fact that many non-exempt Minnesotans refuse to obey the mandate. In short, we will wind up with a system much like the one that burdens Massachusetts today, a system that is at least as expensive as the system that preceded the mandate, a system with a substantial number of uninsured, and a system where many of the so-called insured have coverage with big holes in it.
The next section of this report (Section II) describes the main features of the TTF and HCAC reports. Section III presents a brief summary of the evidence supporting the conclusion that the reports’ recommendations will fail to contain cost and may even drive spending up. 
II. Outline of the recommendations of the TTF and the HCAC

A. Review of several of the more important, evidence-based recommendations
Both reports contain excellent recommendations for reducing obesity and overweight, smoking, alcoholism, and consumption of illicit drugs (these recommendations will be referred to in this paper as the “public health recommendations”). These recommendations call for traditional public health campaigns such as more education about good nutrition in our schools, more safe “walkable” spaces in our communities, and more effective enforcement of existing laws prohibiting the sale of cigarettes to minors. 

Both reports support more research to determine which treatments are safe and effective, as well as greater use of what the professional literature calls “decision aids” to help patients decide whether to undergo certain types of expensive procedures such as hysterectomies and prostatectomies. Both reports recommend expanding the primary care work force.
The HCAC recommends expanding eligibility for MinnesotaCare and, through better outreach, expanding enrollment in MinnesotaCare, Medical Assistance, and General Assistance Medical Care. 
These are all very good recommendations. But they are good because they will improve health and/or the effectiveness of treatment. As we shall see in a moment, they cannot be considered cost-containment methods.

B. Review of other major recommendations
Health insurance exchange

The TTF and HCAC report both recommend adoption of an individual mandate (although, as indicated above, the HCAC makes the mandate contingent on the uninsured rate not falling far enough). They both recommend the creation of something called a “health insurance exchange,” an idea invented by the American Enterprise Institute and successfully promoted by Mitt Romney when he was governor of Massachusetts. An exchange is essentially a one-stop shop where prospective buyers of health insurance can look over the existing insurance products.
 
More aggressive managed care: Care systems, health care homes, gatekeeping, report cards, pay-for-performance
Because the TTF and HCAC share the belief that the primary cause of high health care costs is misuse of the health care system by doctors and patients, their reports both rely heavily on more intense forms of managed care to reduce costs. The commissions differ in some of the words they use to explain how they would manage doctors and patients more aggressively, and both commissions use terms that are somewhat different from the arguments advanced by managed care advocates of the last century. But their view of the problem and their view of the solution are basically identical to the views of the advocates who brought us HMOs in the 1970s. They want to give doctors financial incentives to deny care (in theory, only unnecessary care and never necessary care), and they want third parties who are not in the examining room to have influence over the decisions doctors and patients make. For example, they want to reward doctors who make decisions that are “good” (in the view of the third parties) and punish doctors who make decisions believed to be “bad” (in the view of the third parties).
The TTF proposes to use financial incentives to get clinics and hospitals to assemble themselves into “care systems” or “collaboratives” (the TTF uses these labels interchangeably) and to induce these entities to convert themselves into insurance companies. The TTF does not use this terminology – it does not call these entities insurance companies, it does not refer to the payments to them from public insurance programs and private plans as “premiums,” and it fails to state explicitly that patients would have to enroll with one “system” or “collaborative” for a set period of time, presumably one year, even though it is obvious that enrollment is a necessary feature of their proposal. Nor does the TTF cite any research indicating that creating a second layer of insurance companies under the existing layer is a good idea on cost, access or quality grounds. 
But these new “care systems/collaboratives” would clearly be insurance companies: They would have to enroll patients in order to create “defined populations,” that is, groups of people that remain stable for at least a year; and they would get paid a certain amount per enrollee per year to cover all medical services needed by enrollees. That in turn means they run the risk of losing money if they order more services over the course of a year for their enrollee base than they can afford given their total premium payments.

To add to the complexity of this new two-layer insurance system, the TTF recommends that the premiums paid to “care systems” be “risk adjusted” so that “care systems” that enroll sicker patients get higher premiums and “care systems” that enroll healthier patients get lower premiums. This process of determining the health status of 5 million Minnesotans every year (or some smaller number if “care systems” do not eventually insure everyone), and then determining the health status of the average enrollee of each “care system,” is obviously going to add considerably to the administrative costs of the system. The TTF offers no hint of how much the risk-adjustment process (the collecting and transmission of patient medical records to a central agency, the crunching of numbers, and the adjustment of premiums) will cost. 

The HCAC, on the other hand, proposes a slightly smaller entity to play the role the TTF wants “care systems” to play, and it limits the new entity to programs administered by the Minnesota Department of Human Services (DHS). The HCAC’s entity of choice is something they call a “health care home.”
 Unlike “care systems,” which are supposed to be chains of clinics and hospitals with enough patients-turned-enrollees to function like a full-fledged insurance company, “health care homes” can consist of just a single doctor plus support staff. Obviously, the 3,000 to 5,000 patients a typical doctor sees, or even the 20,000 patients several doctors in a large clinic see, is too small a potential “enrollee” base to justify asking the doctor or doctors to act like an insurance company, that is, to accept a set per-patient payment per year or month as total payment for the pool of patients willing to “enroll” with that clinic for that period.
Like the TTF, the HCAC proposes that its entity-of-choice be “responsible for providing for all the patient’s health care needs or taking responsibility for appropriately arranging care with other qualified professionals….”
 However, unlike the TTF, the payments the HCAC wants DHS to make to “health care homes” on a per-patient (or capitated) basis would be limited to services the HCAC calls “coordinated care” (a term the HCAC does not define). This fee would not exceed $600 per year, which is a small portion of the average cost of insured medical services received by the average person. In other words, the HCAC is not proposing that “health care homes” act like insurance companies. 
However, just as the TTF proposes that premium payments to “care systems” be risk-adjusted, so the HCAC proposes that the “care coordination” fees be risk-adjusted so that clinics that see patients who are healthy (and, therefore, in need of little “coordination”) get lower fees and clinics that see sicker patients (in need of more “coordination”) get higher fees. Risk-adjusting “care coordination” fees for the hundreds of thousands of Minnesotans now enrolled in state programs will also add considerably to the administrative costs of a system already groaning under huge administrative costs.

The TTF and the HCAC would both subject their entities of choice (“care systems” and “health care homes”) to a number of typical managed-care requirements, including:

· Patients would have to select a primary care provider (in this context, “select” is clearly synonymous with “enroll” for a period of time, presumably a year; under the HCAC proposal, this primary care provider serves as a gatekeeper);

· Under the TTF proposal, “care systems” and all other providers in the state (whether they are in “care systems” or not) would have to send patient medical data to a central agency so that agency could prepare report cards ostensibly measuring the quality and cost of care given by each “care system”; similarly, under the HCAC proposal “health care homes” would have to send medical data to DHS and the Department of Health so those agencies could prepare report cards on each “health care home”;

· Under both proposals, “pay-for-performance” schemes are recommended (in other words, doctors, clinics, and hospitals will receive higher or lower payments depending on how they score on report cards);

· “Care systems” and “health care homes” would have to adopt “information technology,” notably, electronic medical records, in order, among other things, to receive advice regularly on how to practice medicine from third parties, to assemble and pass on patient medical records data to report-card producers and whoever will risk-adjust premium payments to “care systems” and “care coordination” fees paid to “health care homes,” and to maintain a “registry” of patients with certain types of chronic illnesses (such as diabetes or cancer) ostensibly to enhance the “care system’s” and the “health care home’s” ability to “manage” these patients.
III: Why the reports’ recommendations will fail to contain cost


A. Introduction

The TTF and the HCAC’s cost-containment proposals will fail for three reasons. First, they start with the wrong diagnosis of the US health care crisis. They assume America and Minnesota have high health care costs primarily because uninformed and/or greedy doctors and their uninformed patients are overusing the health care system when in fact underuse is far worse than overuse, when in fact we have no evidence that the failure of patients to get the care they need is due primarily to greed or ignorance on the part of providers, and when in fact wasteful behavior by the health care industry itself is a far more important contributor to the crisis. Second, the commissions greatly exaggerate the ability of modern medicine to improve health, and the ability of various forms of preventive interventions (clinical preventive medicine, public-health-style prevention campaigns, and disease management) to reduce health care costs, especially if the costs of the preventive interventions are taken into account. Third, the commissions greatly exaggerate the ability of managed care methods to improve care and they ignore the evidence that managed care tools can harm patients and drive costs up.
B. Wrong diagnosis

The opening segments of the TTF and HCAC reports bristle with undocumented accusations against doctors and patients that are then used to justify more intrusion into the doctor-patient relationship with the managed-care methods discussed in the previous section – limited choice of doctor, gatekeeping, financial incentives for doctors to deny care, and the violation of patient privacy required for report cards and risk-adjustment of report card grades and premium or “coordination fee” payments. 
The TTF tells us, for example, that “even the highest quality providers have a long way to go in ensuring that everyone gets the care they need to stay healthy.”
 The HCAC complains that providers “often have difficulty integrating … guidelines for quality into their practices.” Both commissions claim, sometimes explicitly and often implicitly, that the alleged defects in doctor-patient decision-making lead to overuse of the health care system. 

The HCAC offers no documentation at all for its criticisms. The TTF cites only two studies to support its accusations, and neither study is appropriately cited. The studies merely demonstrated that Americans frequently fail to get the care they need.
 The studies did not attempt to explain why. Blaming doctors for these results is highly unscientific, not to say just plain illogical. A number of other obvious causes come to mind, including lack of health insurance, health insurance with big coverage holes in it, high drug prices, time-consuming or coercive managed care practices that make it difficult for doctors to practice medicine effectively, the nurse shortage (induced in part by managed care companies), lack of transportation for patients, lack of daycare, health illiteracy, and cultural factors. 
Interestingly, at least one of these studies revealed enormous amounts of underuse relative to overuse. The study by McGlynn et al. revealed that underuse of health care is four times more prevalent than overuse.

The TTF and the HCAC say very little about factors that contribute to health care costs that are far more important than overuse, namely, the excessive administrative costs generated by the insurance industry, excessive purchases of equipment and facilities, high fees charged by some specialists, high drug prices, and fraud by some insurers and some providers. By focusing on an incorrect diagnosis, the commissions wind up recommending “solutions” that cannot address the primary cause of high health care costs.

C. Inflated, non-evidence-based expectations of the ability of medicine and public health to cut costs by improving health
Introduction
The reports of both commissions reflect unrealistic assessments of the ability of modern medicine in general, and preventive medicine, public health campaigns, and disease management in particular, to improve health and reduce costs. Similarly, both reports suggest that the medical services and public health campaigns that lead to improved health are free or very cheap compared with the medical services that are rendered unnecessary by improved health. 
The reports offer descriptions of their methodologies that are so vague and so poorly documented as to be virtually useless. The TTF devotes a total of two pages (Appendix B) to explaining how they calculated the savings from the dozens of recommendations contained in the text of the report. The HCAC does not even use complete sentences to describe its methodology. In Appendix 3 of the HCAC report (this appendix is apparently the methods section for the entire report), we find only several tables, none of which includes a complete listing of the costs and savings attributable to the HCAC’s recommendations.
An example of the unrealistic expectations the HCAC holds for medicine appears early in its report. After listing eight chronic conditions as examples of conditions that cost a lot to treat (including heart disease, stroke, cancer, arthritics and asthma), the commission states: “The major causes of chronic conditions – tobacco use, physical inactivity, and poor nutrition – are preventable. …[W]e know that chronic conditions are … preventable.”
 The first statement is foolish and unscientific. Yes, in an ideal world where people are well educated, are not stressed, live in safe neighborhoods, have enough leisure time to exercise, and all the children are above average, no one would smoke, be a couch potato, or eat junk food. Of course, we do not live in that world. The statement that the major chronic diseases can all be traced back to smoking, inactivity, and poor diets is not supported by current medical science. The second statement – we know cancer etc. are “preventable” – is even more foolish.
Similarly, the TTF states with great confidence, “One of the best ways to contain health care costs is to keep people healthy….”
 If medical care and public health campaigns were always successful, this statement might be true. But medicine is not a perfect science, public health campaigns cannot transmute human beings into specimens of perfect health, much disease is intractable, and, consequently, it is simply not true that investing in people’s health is a surefire way to save money. 
In fact, evidence suggests the reverse: That preventive medicine, what has recently come to be called “disease management,” and public health campaigns often cost more than the medical services they obviate. The next section reviews the evidence regarding the cost-cutting abilities of preventive medicine and disease management. In the section after that, we examine some of the specific claims made by the commissions for the ability of public health campaigns to cut costs.
Evidence on the cost-cutting effect of preventive medicine and disease management

The most credible evidence that clinical prevention services (to be distinguished from publicly financed, community-level prevention services such as anti-smoking ads) do not lower costs is currently available on the Web site of Partnership for Prevention. The National Commission on Prevention Priorities, a federally sponsored commission, recently developed a list of the 25 most valuable preventive services.
 The Partnership for Prevention is in the process of determining which of these 25 services actually save more than they cost. They have published estimates for 20 of these services (see table below). Only six have been shown to save money (examples include telling heart disease patients to take aspirin and giving children immunizations). The other 14 raise costs.
 Two of the preventive services the Partnership for Prevention has yet to study – diabetes and depression screening – have already been shown by other studies to raise total costs substantially.

A variation on the argument that prevention saves money is the claim that “disease management” saves money. Disease management is a more complex form of preventive services that is applied to people who already have a chronic disease or are at high risk of contracting it. But the literature on disease management tells the same story: With very few exceptions, disease management raises rather than lowers costs. Here are quotes from two reviews of the literature on disease management:

On the basis of its examination of peer-reviewed studies of disease management programs…, CBO finds that to date there is insufficient evidence to conclude that disease management programs can generally reduce the overall cost of health care services (Congressional Budget Office, An Analysis of the Literature on Disease 
______________________________________________________________________
Only six of the 25 most valuable preventive services cut costs
Service





Annual net cost
Aspirin for heart disease



-$70

Childhood immunization



-$193

Tobacco screening and brief intervention

-$157

Colorectal cancer screening



+$15

High blood pressure screening


+$55

Influenza immunization



+$9

Pneumococcal immunization



-$65

Problem drinking screening and brief counseling
    0

Vision screening (adults)



-$16

Vision screening (children)



+$13

Cervical cancer screening



+$32

Cholesterol screening




+$61-89*

Breast cancer screening



+$61

Chlamydia screening




+$5

Calcium counseling for women


-$69

Folic acid counseling for women 


+$8

Obesity screening




     0

Depression screening




na

Hearing screening




+$20

Injury prevention counseling



na

Osteoporosis screening



+$56

Diabetes screening of high-risk people**

na

Diet counseling




na

Tetanus-diphtheria booster



na

* The original document lists two entries for cholesterol screening for “high risk” adults. Only one is listed here because the results were identical. The $89 figure is for high-risk adults, who are defined as all men over 35 and all women over 45, and all adults with other cardiovascular risk factors.

** “High risk” defined is as adults with either high blood pressure or high cholesterol.

Source: Partnership for Prevention, Priorities for America’s Health: Capitalizing on Life-Saving, Cost-Effective Preventive Services, http://www.prevent.org/content/view/42/70, accessed February 9, 2008.

________________________________________________________________________

Management Programs, October 13, 2004, http://www.cbo.gov/showdoc.cfm? index=5909&sequence=0, accessed September 25, 2005).

[T]he results of our review suggest that, to date, support for population-based disease management is more an article of faith than a reasoned conclusion grounded on well-researched facts. ... Most of the evidence on disease management programs to date is derived from small high-intensity programs focusing on high-risk patients that are typically run as part of a demonstration project by the providers at a single site. This evidence suggests that those programs typically lead to better processes of care, but the evidence for improved long-term health outcomes and cost savings is inconclusive. ... [T]he vendor-run assessments typically do not meet the requirements of peer-reviewed research ...." (Soeren Mattke et al., "Evidence for the effect of disease management: Is $1 billion a year a good investment?" American Journal of Managed Care 2007;13:670-676).

Some research, such as the paper from which the quote below was taken, indicate disease management can greatly increase costs:

Even for the most optimistic picture – a 30-year horizon and assuming no turnover [patients stay with the same plan for 30 years] – the net effect on diabetes-related costs would be an increase of about 25% (p. 261). The [disease management] program used in [this] study may be too expensive for health plans or a national program to implement (p. 251) (David M. Eddy et al., “Clinical outcomes and cost-effectiveness of strategies for managing people at high risk for diabetes,” Annals of Internal Medicine 2005;143:251-64).
One of the few citations to scientific literature by the HCAC turns out to be completely wrong. The HCAC states at page 19:

[The] HealthPartners diabetes chronic care improvement program … provides evidence-based care for persons with diabetes and has resulted in a reduction in risk factors, and reductions in amputations, heart attacks, and retinopathy from complications of diabetes. Improved blood sugar, cholesterol, and blood pressure control can result in estimated savings of $500-600 per patient per year.

The HCAC report offers the following citation for this statement: “Patrick O’Connor, International Journal for Quality in Health Care, 15 (2000):283-285, as cited in Brian Rank, ‘Chronic care improvement: Diabetes,’ August 8, 2007 presentation to the Cost Containment: Identify Health Care Costs/Savings working group.” Dr. Rank is a medical director at HealthPartners. An inspection of the paper he cited indicates this paper is irrelevant to his claim that HealthPartners is saving money on diabetics. First, the paper is an editorial, not a report of an investigation into HealthPartners’ success at managing diabetes. Second, there is no mention in this paper of HealthPartners, of “reductions in amputations, heart attacks, and retinopathy,” nor about cost savings. All the editorial says is that HealthPartners succeeded in reducing blood sugar levels in a sample of its diabetic enrollees. The following statement is the sole reference to HealthPartners made by O’Connor in his editorial: “For example, median HbA1c reached 6.9% in one managed care population in Minnesota in 2001….”
The irony of the TTF and the HCAC reports is that they repeatedly (and justifiably) celebrate evidence-based medicine (they insist that insurers, doctors, and patients make as many decisions as possible based on existing scientific evidence) but the commissions themselves fail to practice evidence-based health policy.


Inflated, non-evidence-based expectations of the reports’ public health recommendations
The TTF and the HCAC entertain not only inflated expectations of clinical prevention and disease management services, but inflated expectations of public health campaigns as well. The two commissions adopted nearly identical public health recommendations and, for the year 2015, identical estimates of the savings public health campaigns can achieve. These recommendations are supposed to lead to large reductions in overweight/obesity, smoking, alcoholism, and illicit drug use. However, neither report offers any information on how the commissions determined (1) that the public health campaigns they recommend would lead to dramatic reductions in the prevalence of overweight etc., (2) what the impact of these reductions would be on health care costs, and (3) whether and by how much the savings from reduced health care costs would exceed the cost of the public health campaigns.

For example, the TTF proposes to "increase the share of Minnesota adults who are tobacco-free to at least 91.6 percent by 2013 (up from the current level of 81.7 percent.”
 Putting the figures in reverse, the TTF is saying they want the percent of smokers to fall from 18 to 8 percent. If we assume that the public health campaigns the TTF thinks will make this happen get underway no earlier than 2009, that means they are claiming their proposals can cut the smoking rate by about 2.5 percentage points a year for at least four years in a row. That is five times the rate at which the smoking rate has been declining over the last four decades in the US and in Minnesota.
 The HCAC calls for a cut in the smoking rate of 2 percent per year. That is four times the rate of the last four decades.
How will the TTF-HCAC public health recommendations lead to such dramatic reductions in smoking prevalence? We are not told. Why will whatever reductions in these disease-inducing conditions that take place lead immediately to sizable cuts in total health spending? We are not told. There may well be immediate health benefits from quitting smoking, but it is well established that some of the more important benefits take years to materialize. The risk of lung cancer, for example, does not return to normal until smokers have been off cigarettes for ten years.
The same problems afflict the TTF-HCAC claim that rates of obesity and overweight can be chopped down dramatically. The TTF calls for an increase in the percent of adults who are at healthy weight from today’s rate of 37 percent to 50 percent by 2020, and they call for a reduction in the obesity rate from 35 percent to 15 percent.
 The TTF’s target rates for 2020 are essentially the rates that prevailed at the beginning of the obesity epidemic in the late 1970s. The TTF is saying, in other words, that Minnesota can obliterate the obesity epidemic, which has been underway for three decades, in little more than one decade.
 Where is the evidence that supports the claim that Minnesota can achieve such a dramatic turnaround in an epidemic that is sweeping the world? Where is the evidence that indicates that whatever reductions in obesity Minnesota can achieve will lead to reductions in total spending, taking into account the cost of the public health campaigns that lead to reduced obesity rates?
There is one final problem for the TTF-HCAC claim that reducing obesity and smoking rates will save money: A new study contradicts that claim. According to a study released last week, reducing obesity and smoking rates will actually raise total spending over the long haul because thin people and non-smokers live longer, and therefore incur diseases they would not otherwise have incurred. According to a study done in Holland, thin non-smokers who live to be 20 cost $417,000 over the reminder of their lives while obese people cost $371,000 and smokers cost only $326,000.
 Only if we keep our focus on the short term can we say reducing obesity and smoking rates cuts total health care spending. So, even if it is true that Minnesota has the knowledge and the resources to wipe out the obesity epidemic in a decade, and even if it is true we have the ability to quadruple or quintuple the rate at which smoking prevalence has declined in recent history, and even if it is true that the cost of achieving these astonishing results do not cost more than the medical savings realized, research tells us we will have raised our health care costs in the not-too-long run.
D. Exaggerated expectations of managed care methods

In the last two sections we reviewed briefly what the scientific literature says about preventive medicine, disease management, and public health campaigns. Here we offer a few quotes from the literature on report cards and electronic medical records to indicate that some research demonstrates that these managed care methods can actually backfire – they can harm patients and/or raise costs.

The evidence does not support the TTF-HCAC’s endorsement of report cards. There are virtually no data on what report cards cost, and only sparse and mixed data on whether report cards improve quality. One of the best studies of one of the most accurate report cards in the nation – a report card on surgeons who perform coronary artery bypass grafts (CABGs) – concluded medical report cards can harm patients. Here are several statements from that paper: 

[O]ur results show that report cards [on heart surgeons] led to … marginal health benefits for healthy patients, and major adverse health consequences for sicker patients. (p. 577). [M]andatory reporting mechanisms inevitably give providers the incentive to decline to treat more difficult and complicated patients (p. 581). [M]ore severely ill … patients experienced dramatically worsened health outcomes. (p. 583) Report cards led to a decline in the illness severity of patients receiving CABG in New York … relative to patients in states without report cards (p. 583) (David Dranove et al., “Is more information better? The effects of ‘report cards’ on health care providers,” Journal of Political Economy 2003;111:555-588, 583).
Similarly, the reports’ endorsements of electronic medical records and information technology in general are not supported by the peer-reviewed literature. The quotes below indicate that computerized medical records and other forms of IT have yet to be shown to improve quality and reduce costs:
With the exception of pharmacy settings, there is little consistent evidence that IT systems save time for providers. In some instances, the literature suggests the reverse (Medicare Payment Advisory Commission, Report to Congress: New Approaches in Medicare, June 2004, 163).
The implementation and use of the electronic medical record made tracking and monitoring of preventive health and chronic illness unwieldy and offered little or no improvement when compared with paper charts (Jesse C. Crosson et al., “Implementing an electronic medical record in a family medicine practice: Communication, decision making, and conflict,” Annals of Family Medicine 2005;3;307-311).
We assessed the relationship between electronic medical record (EMR) usage and diabetes care quality in a sample of family medicine practices…. [P]atients with diabetes in practices that did not have an EMR were significantly more likely to have received care that met the guidelines for processes of care, treatment, and intermediate outcomes. For intermediate outcomes, the odds of patients in non-EMR-using practices meeting all three targets was 2.68 times the odds of patients in EMR-using practices (Jesse C. Crosson et al., “Electronic medical records and diabetes quality of care: Results from a sample of family medicine practices,” Annals of Family Medicine 2007;5:209-215, http://www.annfammed.org/cgi/ content/full/5/3/209).
We found that a widely used CPOE [computerized physician order entry] system facilitated 22 types of medication error risks. Examples include fragmented CPOE displays that prevent a coherent view of patients’ medications, pharmacy inventory displays mistaken for dosage guidelines, … and inflexible ordering formats generating wrong orders (Ross Koppel et al., “Role of computerized physician order entry systems in facilitating medication errors,” Journal of the American Medical Association 2005;293:1197-1203).

[M]ortality rate [at a children’s hospital in Pittsburg] significantly increased from 2.80% … before CPOE [computerized physician order entry] implementation to 6.57% … after CPOE implementation (Yong Y. Han et al., “Unexpected increased mortality after implementation of a commercially sold computerized physician order entry system,” Pediatrics 2005;116:1506-1512, 1506).
IV. Conclusions

The Transformation Task Force and the Health Care Access Commission were instructed by the Legislature to make recommendations that will lead to universal health insurance and significant reductions in health care costs by 2011. The commissions make some good recommendations to improve access and they do address some serious public health problems such as obesity and smoking. But their cost-containment recommendations are not based on evidence. They will fail.
The TTF claims its recommendations will reduce total health care spending by 21 percent by 2015. The HCAC claims its recommendations will lead to a 10 percent cut in spending by 2015. Neither prediction is credible. The recommendations of both commissions could lead to increased spending. The most likely causes of higher spending are the cost of the subsidies necessary to make the individual mandates affordable, and the cost of the computers, software, and personnel needed to collect, transmit, and crunch the data necessary to prepare report cards on tens of thousands of providers for hundreds or perhaps thousands of different treatments and to risk-adjust premium and “care coordination” payments. 

The existing evidence does not support the TTF and the HCAC claims that their recommendations can reduce costs. And without cost containment, the reports’ calls for individual mandates cannot work. And if the mandates cannot work, Minnesota will not achieve universal coverage. 

* * *
� TTF report, p. 15.


� HCAC report, p. 8. Minnesota’s fiscal year runs from July 1 through June 30. Thus, Fiscal Year 2009, for example, means the year that starts on July 1, 2008 and ends on June 30, 2009.


� The TTF would allow both individuals and small employers who set up Section 125 plans to participate in the exchange, whereas the HCAC mentions only individuals as participants (see page 28 of the HCAC report and page 15 of the TTF report). Individuals who buy insurance through the exchange would be able to do so with pre-tax dollars, just as employees who get employer-sponsored insurance do now. This effectively lowers the cost of health insurance for the individual buyers. It does not lower total health care spending, however, because the lower cost of insurance is simply due to cost-shifting onto the taxpayer. The exchange may also lower the cost of shopping for health insurance, but since those shopping costs are not considered part of the cost of health care spending, any reduction in such costs will not reduce health care costs.


� The TTF uses vague language to describe how much risk they actually propose to shift to providers and how much, if any, is left with plans and public insurers. Because the TTF repeatedly uses phrases like “provider accountability for the total cost and quality of care” (see, for example, page 9), it is reasonable to infer that the TTF intends the premium payments made by plans and public programs, coupled with the rewards and penalties meted out by plans and public programs under the “pay-for-performance” schemes (also recommended by the TTF), to force providers to bear all or nearly all of the risk for their “enrollees.” 


In a paper prepared for the TTF last year, Minnesota Department of Health staff argued that the payments to “care systems” cannot truly be said to be set or unchanging – to be the equivalent of capitation or premium payments. They claimed the payments will be adjusted to reflect differences in the health status of enrollees and that that feature distinguishes the payments from capitation payments. That is a misleading statement. It is true the TTF is recommending that the payments per patient to “care systems” be adjusted to reflect differences in the average health status of “enrollees,” but current risk-adjustment mechanisms are so crude they can only account for (or predict), at most, about 15 percent of the variation in the cost of medical care for individual enrollees. So although all the expense of collecting data to do risk-adjustment will be incurred by the system recommended by the TTF, the fact remains that nearly all the risk associated with caring for enrollees will be shifted to “care systems” and very little will be retained by plans and public health programs.
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� The US smoking rate stood at 42 percent in 1965. It had fallen to 21 percent by 2004 (US Centers for Disease Control, Health, United States, 2006, http://www.prevention.com/objects/ pdfs/D%20Quit.report.01.04.FINAL pdf, accessed February 10, 2008). If you divide 21 percentage points by 40 years, you get approximately a one-half percent decline in smoking per year. The Minnesota figures for this period are almost identical. It was 40 percent in 1967 (Lewis Cope, “Save your life,” Minneapolis Star Tribune, October 22, 1992, IE); the TTF report says it is 18 percent now (which is presumably a number for 2007), which means the Minnesota rate fell by 22 points from 1967 to 2007, which means the average decline per year was about one-half percentage point.
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� According to the Centers for Disease Control, the percent of US adults at healthy weight stood at 50 percent in the period 1976-1980 and fell to 32 percent in 2001-2004, and the percent of obese adults rose from 15 to 32 percent in that period (Centers for Disease Control, http://www.cdc.gov/nchs/data/hus/ hus06.pdf#073). 
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