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The State of Healthcare in 2019:  
The Cost of Quality

Health-care costs are the top issue for Americans

The problems facing our health-care system are numerous. As a former practicing 
physician, I’ve experienced first-hand what it’s like to feel pulled in 20 different directions 
– trying to cut costs while providing the best care possible for my patients. Now as CEO of 
a technology company, I have experienced the system from the other side. Even after 25 
years of navigating our health-care system as a physician, I found myself learning aspects 
of this complicated system all over again.

The NAHQ Summit is an opportunity for participants to come together and have 
meaningful conversations about the future of healthcare especially as it relates to Quality. 
In this paper, I explore the current state of healthcare in America in the hope that it will 
spur meaningful conversations. In particular, this paper attempts to frame the issue 
of health-care costs as one of the top issues. Here we explore why cost is an issue, the 
driving factors of cost, the goals for reducing cost as set forth by CMS and pose a few 
questions of Summit attendees to consider during their time at the conference.

Health care is a very important topic in the minds of American consumers. A recent 
survey by the Kaiser Family Foundation, found health-care cost to be the number one 
issue on the minds of voters in last year’s midterm election.

https://www.kff.org/health-reform/poll-finding/kaiser-health-tracking-poll-late-summer-2018-the-election-pre-existing-conditions-and-surprises-on-medical-bills/
https://www.kff.org/health-reform/poll-finding/kaiser-health-tracking-poll-late-summer-2018-the-election-pre-existing-conditions-and-surprises-on-medical-bills/
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And nearly 90% of Americans say they are concerned about the amount individuals are 
paying for health care. In fact, six out of ten Americans say they are “very concerned.”

One reason so many people are concerned is due to the ever-increasing cost of health 
care. In this graph below, (Kaiser Family Foundation survey) we see that the average 
annual premiums for single and family coverage has skyrocketed from 1999 – 2018. 

The cost of health care is rising for individuals and employers

https://www.kff.org/report-section/2018-employer-health-benefits-survey-section-1-cost-of-health-insurance/
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In this Kaiser Family Foundation survey they compared the cost of health-care premiums 
to the increase in a worker’s earnings. Since the turn of the century, workers have been 
paying dramatically more for health care and not making enough to offset those costs. 
So, anyone who had to bear their health-care costs never felt any raise.

And from the point of view of the employer, they are also spending more money on 
health care for their employees. The amount of money they are spending on an employee 
in hard dollars is going down, while the amount they spend on an employee’s health 
benefits is rising.

https://www.axios.com/average-worker-compensation-wages-salaries-health-benefits-0b8d1b27-9c23-480d-8dda-17ab6704f146.html

https://www.kff.org/report-section/2018-employer-health-benefits-survey-summary-of-findings/#figureb
https://www.axios.com/average-worker-compensation-wages-salaries-health-benefits-0b8d1b27-9c23-480d-8dda-17ab6704f146.html
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Recurring drivers of health-care cost
Here are some of the factors that have caused health-care costs to soar over the years.

We are getting older: We’ve heard about the baby boomers 
aging for a while now, but each year more and more people 
reach the age of 65. This also means they have more health 
needs, which costs us more. 

We aren’t considering social factors: While we know 
things like poor wellness and lifestyle choices affect chronic 
conditions, we also must consider the unaddressed social 
factors of health, such as economic stability and education 
which can ultimately contribute to the cost of health care.

Things cost more money: General inflation is going up; 
therefore, health-care prices rise along with it.

We want innovation and new medical technologies: We 
all crave innovative new technologies, but these tend to cost 
more than existing ones. 

We spend a lot on drugs: Yes, drugs drive up the cost of 
health care and we know it. Even though some drugs and 
therapies only apply to a small segment of the population, the 
cost is felt by all. 

We aren’t sure what to do about government health 
care: The nation is still not sure what’s going to happen with 
the Affordable Care Act. Will more states enact legislation 
to circumnavigate it? Since there is no mandate, will we 
experience more uninsured or underinsured people? These 
factors will drive up the cost of health care. 
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Fee for Service: This is the old bucket where there is no 
link to Quality and Value. Hardly any payments are left in 
this category.

Fee for Service with Link to Quality and Value: This 
is where most of the CMS payments live. Examples in 
this category include the MIPS program and the Hospital 
Value-Based Performance program.

APMs Built on Fee for Service Architecture: This 
category is where a portion of your revenue (usually 
around 5-6%) is population-based.

Population-Based Payment: This ideal state is where 
CMS wants healthcare organizations to go.

The CMS plan to address rising health care costs
CMS has been working to address the issue of cost for a while. CMS has categorized 
their payments into four models, and they are planning on moving their payments out 
of category one and into categories three and four.

Category 1

Category 2

Category 3

Category 4
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How do we get there from here?
It costs money to stay compliant with all of the regulatory programs that fall into 
Category 2. A report from the American Hospital Association pointed out that the 
average-sized community hospital (161 beds) spends $708,691 annually on costs 
associated with Quality Reporting program compliance. 

The Quality Reporting programs include Inpatient Quality Reporting (IQR), Outpatient 
Quality Reporting (OQR), Hospital Value-Based Purchasing (HVBP),  Hospital Readmissions 
Reduction Program (HRRP), Hospital-Acquired Conditions (HAC) and the Quality Payment 
Program (MIPS/APM).

If, however, you choose not to comply you could lose up to 8% of your hospital Medicare 
reimbursements and up to 7% of your physician Medicare reimbursements. 

-1% Hospital Acquired Conditions Reduction Program
-2% Hospital Value-Based Purchasing Program
-2% Inpatient Quality Reporting/Outpatient Quality Reporting Program
-3% Hospital Readmissions Reduction Program
-7% Quality Payment Program (MIPS)

Many organizations make regulatory compliance the top priority because of the amount 
of money they could lose from an unsuccessful submission to CMS. However, as a 
leader in Quality, it falls to you to create a comprehensive program that moves your 
organization beyond simply complying with regulations and really focuses on population-
based accountability. 

What are the things you can do to advance value-based care at your organization? How 
can your organization leverage the resources currently available to improve performance 
and lower cost? What data do you have access to for regular review? How much do you 
trust the data coming out of your reports? What groups/committees do you have that are 
dedicated to the issues arising from cost? What leadership involvement do you currently 
have and how can you leverage or enhance their presence?

The most important thing you can do is to ensure that your organization’s quality 
department has access to all of the data and tools they need to run properly. Once your 
quality department has accurate and timely data, they can begin to make improvements 
to your quality and safety performance which will help lower costs and increase or 
maintain reimbursement funds.

https://www.aha.org/system/files/2018-02/regulatory-overload-report.pdf
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