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In America, individuals demand or expect accountability, ranging from holding elected officials 
accountable for what they promised during the campaign, to holding a kindergarten teacher accountable 
to appropriately educate children.  Accountability, as defined by the Webster’s dictionary, is “the 
quality or state of being accountable; especially:  an obligation or willingness to accept responsibility 
or to account for one’s actions.”  There is constant tension between responsibility and accountability.  
Accountability is impossible without defining responsibilities.  The definition of responsible, again as 
stated by Webster’s dictionary is, “able to answer for one’s conduct and obligations”.  It is unreasonable 
to believe that everyone will act responsibly most or all the time without an effective accountability or 
measurement systems in place.   Accountability is the mechanism that helps individuals act in a manner 
that increases the chances of attaining the goals, both personal and community wide. 

The healthcare system is probably the most important sector of the US economy with the greatest 
assumed responsibility.  There is nothing more valuable to a person than their health, as loss of health 
often leads to loss of life. The US healthcare system helps individuals maintain and perhaps increase 
their health.  Although individuals are the end consumer/users of the healthcare system, these same 
individuals are often the same ones complaining about the lack of accountability of the providers and 
insurers. The health care system has almost no direct accountability assigned to the members/users.  As 
soon as the members/users feel that they are being held accountable, lawsuits and headlines emerge.  
Even with such high responsibility, the question remains if there is a process established to hold all 
stakeholders accountable.  

There are two major types of accountability in the healthcare system: financial accountability and 
non-financial accountability.  Financial accountability is by far more common and can be seen in either 
incentives or punishments for actions taken.  For example, a doctor might be financially incented 
to have higher quality ratings.  The higher quality ratings might be directly connected to a payment 
level for their quality.  Non-financial accountability can be seen with doctors as well, when a failure to 
perform in a manner considered correct could result in a loss of license.  Though listed as a non-financial 
accountability, most non-financial accountability structures have financial repercussions. 

This collection of articles will attempt to identify the existing accountability mechanisms in place in the 
healthcare system for the major stakeholders. Furthermore, these articles will index the stakeholders 
on their accountability to furthering the Institute for Healthcare Improvement’s Triple Aim1.  As stated 
on the Institute for Healthcare Improvement (IHI) website: The Triple Aim is a framework developed by 
the IHI that describes an approach to optimizing health system performance. It is IHI’s belief that new 
designs must be developed to simultaneously pursue three dimensions, called the “Triple Aim”:
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The Triple Aim Defined

1.	 Improving the patient experience of care (including quality and satisfaction);

2.	 Improving the health of populations; and

3.	 Reducing the per capita cost of health care.

The enclosed articles are not intended to provide a moral code or to criticize stakeholders for 
participating in the market as it has been established, but rather provide an assessment of the system 
and its ability to attain the goals of Triple Aim.  For some stakeholders, there are multiple forms of 
accountability in place, while for others there appears to be no or limited direct accountability.  There 
may be accountability conflict as a single stakeholder has competing forms of accountability assessment. 
Performance under one system might have a negative impact on another system and potentially the 
Triple AIM .

When assessing accountability in any system, a constant or standard measuring stick is required.  As 
mentioned above, we have decided to use the IHI Triple Aim as the standard measuring stick for these 
articles.  The measurement of accountability is based upon how each stakeholder is enhancing high 
quality and cost effective care that improves the health of the population at large (aka Triple Aim).  
Aggregate index scores will be presented for each stakeholder.   A higher index score does not mean that 
the stakeholder is excelling on all facets of Triple Aim, but rather that the combination of the three parts 
of the Triple Aim create the score.  In other words, a stakeholder could clearly be increasing quality and 
the health of the population, but be also driving up cost.    

There are many different approaches to assess accountability.  Most often accountability is associated 
with a single person, but can also be applied to different market segments.  A common tool used to 
measure personal accountability is the accountability ladder.  The accountability ladder has a spectrum 
of accountability ranging from no accountability to full accountability.  For this analysis, we have 
leveraged this idea into what we are calling the AHP Accountability Index (AAI).  AAI has 8 levels of 
accountability and projects assumed accountability of each stakeholder to helping the United States 
healthcare system achieve its goals related to the Triple Aim. 
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The levels of accountability found in the AHP Accountability Index are listed below, the first four are 
examples of no accountability and the later four are examples of partial to full accountability:

1.	 No Accountability/Unaware - These are the parties who are not aware of the problem/goal and are 
often a major catalyst creating the problem or inhibiting a goal.  Many are unaware that an issue 
exists and even worse that they could be a major part of the issue.  

2.	 Blame/Complain - It is always easy to point the blame at others when overall goals or responsibilities 
are not achieved.  Often this level of accountability is where stakeholders might claim to be a “victim”.  
It is easier to point the finger at others than it is to see the fingers pointing back at you.  This level of 
accountability often includes irrational views and also external elements beyond the control of the 
stakeholder or the market at large. 

3.	 Excuses instead of results - When a problem is identified, it is easy to attempt to justify or excuse 
your way out of it.  Excuses are not part of the solution. They are most often at the root of the 
problem.  Improper planning, lack of focus, and misaligned incentives are often present when excuses 
are used. 

4.	 Wait and Hope - Waiting and hoping is an extension of excuses.   Often there is knowledge of an 
issue, but one waits and hopes that others will find a way around it.  Often this step is amplified by 
a leadership failure in communicating the plan and expectations associated with it.  This has been 
referred to as “kicking the can down the road”.  People often say that the definition of insanity is 
doing the same things repeatedly and expecting a different outcome.  

5.	 Acknowledge reality - This level of accountability begins by looking at the situation and realizing 
there are things which need to get done to find success.  Denial is not involved and planning for 
action has begun.  This would be the first step towards becoming fully accountable.

6.	 Accept Ownership - After acknowledging the reality of the situation, a decision needs to be made 
that decided if we are going to regress down the AAI and make excuses and blame, or if ownership 
of the problem is going to be taken and move forward in creating solutions. Courage, commitment, 
determination is needed to be different and stand out. 

7.	 Pursue Solutions - Solutions cannot be fully pursued until full ownership of the issue and especially 
the stakeholder’s part of the issue is attained (step 7). This step begins the pursuit of developing 
solutions.  Solutions of all types are considered including published, tested, and uniquely developed 
solutions.  Honest assessment is key as there is a difference in thinking you are doing something and 
doing it. 

8.	 Total Accountability/Take Action - Now that you own it, solutions have been identified, it is time to 
implement, act, and assume total responsibility.  New and innovative ideas start to take action when 
they are transferred from the mind to the market and at this point full accountability is taken. 

There are eight separate articles in this document that will assess different stakeholders in the healthcare 
system.  There are many more stakeholders, but these are the ones that are the most obvious when it 
comes to creating a well-functioning healthcare system.



As shown in this series of arti cles, the various stakeholders of the US healthcare system have widely 
varying accountability compared to the Triple Aim.  According to the AHP Accountability Index, we 
have assessed the overall accountability of the US healthcare system to be 36%.  This level is defi ned as 
“Excuses instead of results”.   This score is the simple average of the individual AAI scores for each of the 
8 stakeholders addressed in this series.  

Though premium rates are oft en the highest source of anxiety and controversy in the healthcare 
system, it’s accountability score was the highest out of any stakeholder.  There is signifi cant oversight 
holding health plans accountable.  The general public and also the media received the lowest scores 
of any stakeholder and this is not surprising as the media oft en steers the general public’s view on the 
system.  The US healthcare system is oft en viewed as one of the best on the planet, but with increased 
accountability it has the opportunity to get even bett er, presumably with lower costs, higher quality, and 
pati ent sati sfacti on.  
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Introduction
In a traditional economic business model, the tension and interaction between supply and demand in a 
competitive environment usually leads to rational pricing and reasonable pricing/profit margins.  Today’s US 
health care system varies from the traditional economic business model and faces some unique challenges.
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For most benefi ciaries, the US health care system has four major stakeholders:  individual pati ent, plan 
sponsor (i.e., employer or government), the insurance company, and the health care provider.  The chart 
below visually shows this and the various relati onships.

The individual pati ent is what might be called the customer, however, their customer relati onship is 
fi ltered through multi ple stakeholders:

• In the case of work-based insurance and government sponsored programs (i.e., Medicare and 
Medicaid), much of the health care cost is subsidized by their employer or plan sponsor

• There is limited transparency of the actual provider cost to the individual or pati ent

• The impact of the provider’s fi nancial and pricing decisions are fi ltered and diluted through their 
relati onship with the insurance company and the insurance company’s relati onship with the plan 
sponsor, and the plan sponsor’s relati onship with the individual.

• To the extent that individual decisions regarding healthcare choices are required, the individual 
makes these on very limited, diluted and incomplete informati on.

This arti cle will discuss one aspect of this complex set of relati onships, the pricing of hospital and health 
system services.  This arti cle will discuss hospital/health systems accountability as it relates to the pricing 
of their services.  As with other arti cles, the accountability will be evaluated in terms of Triple AIM, the 
AHP Accountability Index, and the Accountability Ladder.
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Charge-Master Basics 
Hospitals and health systems uti lize charge-masters to bill their pati ents for services provided by them.  
The charge for each service is identi fi ed by charge-master code.   Services provided to the pati ent are 
recorded in the pati ent’s chart with the total bill for that pati ent based upon each of these services.  In 
today’s world of electronic medical records, technology is used to capture this inventory of services and 
related charges, including the submission of this to the insurance company for payment (i.e., using the 
UB-04 and Form 1500).  

The charge-master provides “gross charges” for each service.  Payers negoti ate discounts with individual 
providers which results in “net charges” (or what becomes net revenues).  The diff erence between gross 
charges and net charges (i.e., the discount) is oft en called the “contractual” or “contractual adjustment”.  

The charge-master is a list of thousands of individual charges.  For example, an individual hospital might 
have more than 25,000 items on their charge-master.  Each hospital or health system builds their charge-
master to meet their unique needs.  There is no consistency between diff erent hospitals unless they are 
part of a group of hospitals using common practi ces.  The following is an extract of an actual charge-
master from California’s OSHPD Charge-master database1.

In additi on to the hospital services as shown in the above table, the charge-master will also include 
charges for supplies, pharmaceuti cals and perhaps even professional charges for facility based providers.  
These latt er items are usually based upon a combinati on of the actual acquisiti on cost and a mark-up 
assumpti on (e.g., $100 x (3.0) for a mark-up of 200%).  The service porti on of the charge-master is most 
frequently updated from the prior period charge levels based upon some fi nancial analysis determining 

1https://www.oshpd.ca.gov/chargemaster/default.aspx

ChargeCode ChargeCode Descripti on Fee Schedule Charge 1

301100011 202 MICU $8,883.00

301100012 206 INTERMEDIATE CARE $7,075.00

301100550 OUTPAT OBSERVATION UNIT $258.00

301100555 OUTPATIENT OBS/HR $258.00

301200011 201 SICU $8,883.00

301200012 206 INTERMEDIATE CARE $7,075.00

301200550 OUTPAT OBSERVATION UNIT $258.00

301200555 OUTPATIENT OBS/HR $258.00

303000011 121 MED/SURG ACUTE $3,601.00

303000012 206 INTERMEDIATE CARE $7,075.00

303000550 OUTPAT OBSERVATION UNIT $258.00

303000555 OUTPATIENT OBS/HR $258.00

303100011 121 MED/SURG ACUTE $3,601.00

303100012 206 INTERMEDIATE CARE UNIT $7,075.00
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how much more revenue is required to meet the insti tuti on’s revenue targets.  This analysis refl ects 
an adjustment for contractuals and the mix of business between key categories of payers.  Any major 
change in payment levels or mix of payers (e.g., Medicaid) requires an adjustment in overall charge-
master levels to preserve the required revenue base.  Unless there is a major change in how the service 
items are constructed, the update from one year to the next is fairly straightf orward.  A recent client 
project was much more complex as the health system was converti ng to an integrated charge-master 
compati ble with its new electronic medical record.  This required considerable changes in charge-master 
categories and codes including the mapping of former categories into the new categories. 

This process of building the charge-master in this way has resulted in net to gross revenue rati os much 
less than 40% - 50%, many ti mes as low as 20%.  The standard charges are much more than is actually 
paid.  If a price tag was att ached to each service as in the retail industry, everything is on sale without 
people knowing what the sales price is.  No other industry has comparable rati os or standard discounts.  
In most industries, you pay the price on the tag, perhaps with a discount for the sale or closeout pricing.  

Pricing Assumptions
Unlike the regulati ons and limitati ons aff ecti ng health plans in establishing their premium rates, there 
are no regulatory restricti ons aff ecti ng how a hospital or health system builds or updates their charge-
master.  There are no regulati ons or limitati ons on the maximum margin built into the pricing.  There are 
no defi niti ons as to what is reasonable.  

Medicare, and in some states Medicaid, has some restricti ons in terms of what they will consider as an 
acceptable charge level for services.  This is analyzed as part of the Medicare cost reports that hospitals 
and health systems must complete and fi le on a regular basis.  Commercial payers usually limit their 
payments to hospitals and health systems based upon negoti ated provider contracts.  Neither of these 
approaches (i.e., Medicare cost reports or contractual negoti ati ons) limit or restrict the margin built into 
the charge-master or resulti ng net payment.

Reasonable Assumptions
The author is not aware of any restricti on or defi niti on of what is a reasonable assumpti on to be used 
in building a charge-master or setti  ng individual prices on the charge-master.  How much margin is 
reasonable?  When is a charge too large?  What responsibility does a hospital or health system have to 
establish reasonable charges on their charge-master?  Is it the responsibility of the health plan or payer 
to limit these charges to a reasonable level?  Would it be bett er for society if gross billed charges were 
set at a lesser level, closer to what is actually reimbursed?

Perhaps a more specifi c example would provide some useful background informati on.  In establishing 
charge-master prices for supplies or drugs, how much mark-up is reasonable?  What factors should 
be considered in determining that mark-up?  In a recent client assignment, the proposed mark-up for 
supplies was in excess of 500% of the price of the individual supplies, and for lower priced supplies the 
mark-up was greater than 1000% of the price of the individual supply item.  Similar margins were also 
proposed for pharmaceuti cals.  What level of mark-up is reasonable?  When does it become too much?  
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I fi nd the use of a conti nuum helpful in answering these types of questi ons.  At one end of the 
conti nuum is fi nancial self-interest.  At the other end we have greed.  I refer to the G-line as the 
point where we have moved from fi nancial self-interest to greed.  Financial self-interest is not bad or 
inappropriate behavior.  This is where a hospital or health system is trying to be sure they are covering 
the cost of doing business or the cost of goods, while making a reasonable margin.  As charges transiti on 
past the G-line, they might be considered egregious, this is a much diff erent situati on.  I am sure most 
will agree that at some point along this conti nuum that the charge is unacceptable or inappropriate.  
Where is that point?  With the fragmented oversight of providers and their charges, the extremely 
diluted charge awareness of the individual pati ent, the potenti al for excessive charges exists.

Learnings from Health Plan Oversight
Concerns about the porti on of the premium going towards benefi ts versus carrier overhead and profi t led 
to minimum loss rati o requirements and oversight.  Insurance departments provided a convenient oversight 
vantage point and process to be sure the consumer was protected from pricing abuse.  As this oversight 
matured the rules were modifi ed to meet the market needs with PPACA providing the latest controls and 
oversight.  These processes recognized the potenti al for unhealthy behavior by the health plans.

Hospital and health system claims comprise a major component of the health care cost used to calculate 
the health plan’s loss rati o, yet there is no known oversight of how those health care costs are developed 
or established.  The questi on is whether or not some level of responsibility and accountability needs to 
be defi ned for the hospital and health system providers.  How do we protect the health system from 
unhealthy behavior of health care providers?

AHP Accountability IndexTM (AAI) and Hospital and Health System Pricing
Although pricing issues naturally aff ect the cost of pati ent care more than the other two Triple AIM 
issues (quality of care and health of the populati on), they do have some residual eff ect on all of these 
issues.  The following chart summarizes the author’s assessment of AAI for hospital and health system 
pricing for each of the Triple Aim issues.

The fi rst two categories have been rated at level 3 of the Accountability Ladder (i.e., Excuses instead of 
results).  This is demonstrated by providers justi fying their way out of the questi on.  The higher prices 
even though diluted through the health system negati vely impact the pati ent experience (i.e., impacti ng 
pati ent sati sfacti on) and populati on health.  Many pati ents will not seek the care they need because they 
can’t aff ord the care as a result of the high prices.  The third category was rated at level 1 since there 
appears to be no accountability or very limited accountability.

Triple Aim Category Weight Rati ng

Pati ent Experience 0.333 37.5%

Populati on Health 0.333 37.5%

Cost of Care 0.334 12.5%

Overall 1.000 29.2%
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Impact of Improvements in Accountability/Responsibility
Accountability and responsibility can be increased in the health care system through a variety of 
mechanisms that could readily be implemented.  Increasing the transparency of prices in the system is 
one indirect approach, but assumes that stakeholders will be able to make valid comparisons and take 
appropriate acti on.  The cost of care, as measured by premium rates, will reduce if inappropriate margins 
and mark-ups are eliminated or minimized.  Providing stakeholders a valid comparison methodology or 
standard will probably help the process more than anything else.  

One such methodology that has been used involves the strati fi cati on of hospital and health system care 
into three standardized categories.  One approach is shown in the following chart.

Each of these categories of care can be readily defi ned by MS-DRG for inpati ent services.  Similar 
defi niti ons can be developed for outpati ent care also.   In the example of Basic Care, this level of care is 
provided by all hospitals no matt er how big or small, whether community or academic medical centers.  
However, the price for Basic Care should be compared across all hospitals with a norm developed for 
what this type of care should cost.  If the same care, obviously meeti ng appropriate quality and outcome 
standards can be provided for $X, then comparable care at a higher price suggests unreasonable or 
inappropriate pricing or an inappropriate setti  ng.  For example, if a community hospital is able to 
provide a specifi c service for $10,000, then that might be the maximum price any facility should be 
paid to perform that service.  If it costs much more at an alternate facility, then that facility could be 
deleted from the network or payment to that facility would be limited to the $10,000.  This type of 
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pricing constraint would clearly raise the AAI to a much higher level than exists today.  For the higher 
levels of complexity (e.g., Terti ary/Quaternary care), the potenti al providers would likely be limited to a 
narrow set of providers where quality outcomes could be assured.  The same type of approach could be 
implemented for Intermediate Care.

This is one approach to implementi ng more intense accountability into the health system and can be 
used to increase the AAI to more desirable levels.  Such acti on would signifi cantly improve the results 
from a Triple Aim perspecti ve also.

Summary Conclusions
There is limited accountability for reasonable pricing in the current health care system.  Unfortunately, 
this has raised the cost of care without appropriate oversight.  Much more can be done to improve this 
without onerous regulati ons.  One aspect of improving our current health care system is the introducti on 
of more intense accountability into the pricing of health care services by hospitals and health systems.
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Introduction
This article is part of the Inspire series exploring accountability in key areas of today’s healthcare system.  
This article focuses on the accountability of physicians and other professional providers to “do the right 
thing” by maximizing quality.  As described in the series overview, we have focused all the articles on what is 
known as the IHI Triple Aim.  

Accountability:  Physician and Professional Providers
Doing the Right Thing by Maximizing Quality
By Richard Liliedahl, MD and Oscar Lucas, ASA, MAAA, FCA
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In this arti cle, the authors review the changing view of physician accountability and quality relati ve 
to each of the three Aims. This includes how quality is measured, how quality is used as incenti ve in 
physician reimbursement arrangements, and the resulti ng challenges and opportuniti es.  We close with 
an informal rati ng of current provider accountability and off er some suggesti ons for next steps.

Accountability, Quality and “Doing the Right Thing”
Success in accountability requires knowledge of, and agreement to, what someone is being held 
accountable for.  In this case it is useful to start by defi ning a few terms:    

• Doing the right thing – According to Desmond Berghofer at the Insti tute for Ethical Leadership, 
this means to “make a choice among possibiliti es in favor of something the collecti ve wisdom of 
humanity knows to be the way to act”. 1   YourDicti onary defi nes it more concisely as “to do what is 
ethical or just.”2  

• Quality –  The Oxford Dicti onary3 defi nes quality as: The standard of something as measured against 
other things of a similar kind; the degree of excellence of something.

• Quality in Healthcare – In its report Crossing the Quality Chasm: A New Health System for the 21st 
Century, the IOM (insti tute of Medicine) defi nes quality in healthcare as “the degree to which health 
services for individuals and populati ons increase the likelihood of desired health outcomes and are 
consistent with current professional knowledge”.

• Accountability in Healthcare – For purposes of this arti cle we will use a working defi niti on of 
accountability in healthcare as “maximizing quality” in one or more of the three Aims.

Based upon our fi ndings from the literature and interviews with acti ve physicians, we conclude that 
some physicians may not agree with the last defi niti on above. Their defi niti on oft en, understandably and 
importantly, begins with “accountability to their pati ents”. For purposes of this arti cle we defi ne “Doing 
the right thing by maximizing quality” as taking acti ons in healthcare that opti mize the outcomes of one 
or more element of the Triple Aim. 

Per Capita CostExperience of Care

Population Health
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Measuring Quality
Success in maximizing quality in healthcare requires not only defi ning quality, but also measuring it.  
While it is important to know what quality in healthcare is, it is also useful to know what it isn’t.  In 
healthcare, quanti ty is oft en confused with quality.  In fact, overuse, underuse, and misuse are all 
indicators of poor quality in healthcare.  

While quality measures may be independently developed, there are various organizati ons who develop 
and maintain quality measures (e.g., AHRQ, NCQA). Using professionally developed and maintained 
measures can provide a number advantages, including broader acceptance, greater range of measures 
to match specifi c provider needs, and ability to focus limited internal resources on developing and 
implementi ng improvement plans. Quality measurement was developed in some of the fi rst managed 
care organizati ons who understand the signifi cance of measuring the health of a populati on.

Before looking at a couple of examples, it is important to understand that some quality indicators used 
today do not truly measure outcomes of healthcare, but are proxies or process measures. These include 
the process measurement that are currently accepted such as percent of a female populati on with 
completed mammograms. While beyond the scope of this arti cle, it is important to acknowledge the fact 
that no perfect system or set of measures exist for measuring quality of care.  This is especially important 
when professional reputati ons and fi nancial rewards are involved.  

Following are two examples of broadly accepted organizati onal and physician/provider quality measures:  
The fi rst is related to control of diabetes, the second is related to the overuse of anti bioti cs in treati ng 
adult sinusiti s.

Example 1:  Diabetes Hemoglobin A1c (HbA1c) Poor Control (>9%)

Measure Descripti on: Percentage of pati ents 18-75 years of age with diabetes who had hemoglobin 
A1c > 9.0% during the measurement period

Quality Domain: Eff ecti ve Clinical Care

Applicable Specialti es:
• Internal Medicine
• Preventi ve Medicine 
• General Practi ce/Family Practi ce

Primary Measure Steward: NCQA

The above measure provides a means of quanti fying eff ecti veness of adult diabeti c care, for a panel of 
diabeti c pati ents using the rati o of pati ents with poor control (HbA1c > 9%) (numerator) to total panel 
(denominator).  The results, when appropriately matched and compared to baseline or “best practi ce” 
results are oft en used as a proxy for measuring quality of care. Importantly, providing insights to where 
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opportuniti es to maximize quality may exist.  This is an example of an outcome measure; one that 
looks at the result or outcome (poor control of HbA1c) as opposed to a process measure (was a process 
performed), which is based on whether a procedure was performed.  

Example 2: Adult Sinusiti s - Anti bioti c Prescribed for Adult Sinusiti s (Overuse)

Measure descripti on: Percentage of pati ents, aged 18 years and older, with a diagnosis of acute 
sinusiti s who were prescribed an anti bioti c within 10 days aft er onset of symptoms

Quality Domain: Effi  ciency and Cost Reducti on

Applicable Specialti es:
• Allergy/Immunology
• Internal Medicine
• Otolaryngology
• General Practi ce/Family Medicine

Primary Measure Steward: American Academy of Otolaryngology-Head and Neck Surgery

The second measure is an example of a process measure.  The focus is on identi fying potenti al overuse 
of anti bioti cs in treati ng adults with sinusiti s.  Example 2 illustrates a potenti al for confl ict of interest that 
occurs in many quality measurements. That is, the pati ent thinks what they need for their problem or 
complaint may or may not refl ect best practi ce care. In this case an anti bioti c for non-bacterial sinusiti s. 
The physician/provider must always negoti ate and educate the pati ent on what is best care. In most 
examples of this; the physician/provider knows that the pati ent does not need anti bioti cs and must 
convince the pati ent what is best care (i.e. no anti bioti cs). This is oft en a ti me-consuming process for the 
physician where the result of following best practi ce medicine may be an unhappy pati ent who receives 
no anti bioti cs. This is one of the pitf alls of some of the metrics.

Incentivizing Quality and MACRA
For illustrati ve purposes, we include an overview of one of the newer quality measurement systems 
being put into place in part due to the current focus on quality and emergence of CMS as a source of 
these measurements.

Traditi onally physicians have oft en been reimbursed for their services on a fee-for-service basis (FFS).  
In eff ect, the provider charges a fee for each service (e.g., offi  ce visit, injecti on, test, etc.) delivered.  A 
downside risk with the “do more, get more” FFS reimbursement approach is the over uti lizati on of 
services and resulti ng excess cost.  In recent years, various modifi ed reimbursement approaches have 
emerged seeking to incenti vize or reward desired physician behaviors, such as quality outcomes, pati ent 
experience, and management of per capita cost.  These approaches tend to go collecti vely under the 
ti tle “value based reimbursement” (VBR) or “pay for performance” (P4P).  Common to each version, the 
provider’s (individual or group) performance is calculated based on a predefi ned set of measures and 
results used to adjust up or down reimbursement.    
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Recently CMS has begun implementi ng MACRA, (Medicare Access and CHIP Reauthorizati on ACT) a 
replacement to the historic SGR (Sustainable Growth Rate) method for determining increases in its 
Medicare Part B fee schedules.   Its MIPS (Merit-based Incenti ve Payment System) represents a material 
shift  by CMS away from traditi onal FFS reimbursement to a pay for value focus. Under MIPS, aff ected 
providers will receive a performance score based on the weighted results of their performances in each 
of four categories.  This score will be used to adjust their future fee schedule payment up or down.   
Importantly all four categories (see Table 1) align in supporti ng the goals of the Triple Aim.   

TABLE 1 – Performance Category Weights by Reward Year

The resulti ng weighted score (X) will be applied to the maximum bonus or penalty to determine a  bonus 
or penalty adjustment to the standard fee schedule. See Table 2.

TABLE 2 – Maximum Bonus/Penalty by Year

When fully implemented in 2022, high performing providers could see a fee schedule diff erence of 
nearly 20% over low performers. (1 – (1.09/.91) =0.198 =19.8%).  The Table 2 adjustments (plus and 
minus) are intended to be revenue neutral. That is, reducti ons from low performers will be used to 
fund the increases to high performers.  Additi onally, a $500 million fund has been budgeted to reward 
excepti onal performers.

MACRA represents a step forward in several areas. For parti cipants in the MIPS program, quality 
performance will be determined on a limited number of measures selected by the parti cipant (see prior 
two examples).  This will bring a level of simplifi cati on in terms of number of measures, as well as, the 
ability to align measures with current quality improvement eff orts within an organizati on. 

Based on the sheer number of lives covered by Medicare part B benefi ts (over 37 million as of 2015) 
any positi ve impact of MIPS on quality could be material.  It also should be noted that traditi onally 
what occurs in Medicare regarding reimbursement, measurements, etc. trickles down to Medicaid and 
Commercially insured populati ons.

MIPS Performance Category 2019 2020 2021+

Quality of Care 60% 50% 30%

Resource Use 0% 10% 30%

Advancing Care Informati on 25% 25% 25%

Clinical Practi ce Improvements 15% 15% 15%

2019 2020 2021 2022+

+/- 4% +/- 5% +/- 7% +/- 9%
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Challenges and Opportunities
One of the current roadblocks to maximizing quality by providers is their concern, discomfort, and even 
anger at the rewards, incenti ves, and disincenti ves created by others to help them provide “bett er 
quality healthcare to their pati ents”.

On April 12, 2016 Donald Berwick defi ned medicine into 3 eras:
• Era 1-The ascendancy – dati ng back to ancient Greece where it was grounded in a belief that the 

profession had “special knowledge, inaccessibility to laity and would self-regulate.  Researchers 
identi fi ed huge variati on in practi ce, errors, profi teering and wasteful spending

• Era 2-The present – current backers believe in accountability, scruti ny, measurement, incenti ves 
and markets through manipulati on of conti ngencies: rewards, punishments, and pay for 
performance.  This has put the morale of the clinicians, healthcare managers in jeopardy as they feel 
misunderstood, and over controlled.  Payers, consumers, and government feel suspicious, resisted, 
and helpless.  This disconnect has caused both to dig in further and to some degree we are at an 
impasse.

• Era 3 – “the moral era” He suggests that this era will require updated beliefs rejecti ng the 
protecti onism of era 1 and reducti onism of era 2

He defi nes 9 needed changes:
• Reduced mandatory measurement
• Stop complex individual incenti ves
• Shift  business strategy from revenue to quality
• Give up professional prerogati ve when it harms the team
• Use improvement science- plan, do, check, act
• Ensure complete transparency
• Protect civility
• Hear the voice of pati ents and families
• Rejecti ng greed

Our experience at AHP is consistent with what Berwick describes here and we will address a couple of 
his needed changes in the following descripti on of Accountability and Triple Aim.

Accountability, Quality and The Triple Aim
As stated in the introducti on, the focus of this arti cle is the accountability of physicians and other 
professional providers for “doing the right thing” by maximizing quality.  In this secti on we conclude with 
an informal assessment of physician accountability for maximizing quality in healthcare relati ve to the 
three components goals of the Triple Aim.

When we look at the provider community, and using the defi niti on of accountability as “maximizing 
quality” by currently available metrics, we think that there is a long way to go, especially with 
accountability for per capita cost and populati on health.
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Diagram 1, is intended to illustrate this assessment: the primary alignment of physician accountability 
has been to the pati ent, with per capita cost and populati on health as marginal secondary accountability.  

Diagram 1 

Diagram 2 illustrates the goal of a more accountable system where pati ent experience remains the 
primary accountability for physicians, but per capita cost and populati on health, while sti ll secondary are 
more fully aligned with the physician’s overall accountability. 

Diagram 2 

It is our opinion that the key to moving toward diagram 2 is to gain provider buy-in.  This will require 
many changes, such as the need to reduce the number of mandatory measurements, while also reducing 
the complexity of incenti ve payment arrangements.  This may also require removal or simplifi cati on 
of certain physician accountabiliti es currently crowding out the components of the Triple Aim, (e.g., 
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excessive paper work for insurance companies, ineff ecti ve tools for referring pati ents to highest quality/
cost effi  cient providers, excessive data and measurements from payers to providers that are not 
acti onable and diff erent incenti ves from diff erent payers).

The buy-in may also be dependent on the number of physicians/providers in healthcare systems, size 
of practi ces, as well as their ti me since graduati on from medical school. The younger physicians are 
trained to be part of a team, transparent, to measure their performance, listen to pati ents, and families. 
This includes being comfortable with email and other telecommunicati ons and other modern ways of 
communicati on.

We believe the Triple Aim objecti ves are a good set of values that is consistent with modern medical 
educati on and the way physicians/providers are currently educated.

We think the current accountability by physician/providers (being maximizing quality by current available 
metrics) is only 40%.

We believe that the current metrics being used are only 40% of the way to maximizing quality.

We believe that the current incenti ve systems are much too complex and at most 30% of the way to 
maximizing quality.

Overall, we score physician accountability according to the Axene Accountability Index (AAI) as 40%.  
Physicians are held to a certain level accountability, but there is more that could be done to increase 
their accountability.

1www.ethicalleadership.com/DoingRightThing.htm,     Desmond Berghofer , Institute for Ethical Leadership

2http://www.yourdictionary.com/do-the-right-thing#wiktionary,   defi nition “to do the right thing” , Your Dictionary 

3https://en.oxforddictionaries.com/defi nition/quality,   defi nition of quality, Oxford English Dictionary
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Introduction
For the past year or so, there has been significant public discussion about the media.  Is it biased?  Is it giving 
us the facts?  Who do we trust?  What is an accurate source of information?  No matter what one’s political 
views are, questions are frequently raised as to what the truth really is.  Fact checking is increasingly popular, 
as statements in the press and by politicians are frequently challenged.

Media Accountability & Health Care
David V. Axene, FSA, CERA, FCA, MAAA and Joshua Axene, ASA, FCA, MAAA
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The use of social media has increased the number of sources of informati on we face.  It has increased 
the importance of the questi ons above and the need to get answers, especially as it relates to health 
care.  As the country considers health care reform and its various ramifi cati ons, accurate reporti ng is of 
keen importance.

Wikipedia defi nes media accountability as:

Media accountability is a phrase that refers to the general (especially western) belief that 

mass media has to be accountable in the public’s interest - that is, they are expected to 

behave in certain ways that contribute to the public good.

The concept is not clearly defi ned, and oft en collides with commercial interests of media 

owners; legal issues, such as the consti tuti onal right to the freedom of the press in the U.S.; 

and governmental concerns about public security and order.1 

This arti cle will discuss this issue as part of our series on accountability and will present an AHP 
Accountability Index as it relates to health care.

Reporting the Facts
The old story of the blind men explaining what an elephant looks like is applicable to this topic.  One 
grabbed the elephant’s trunk and described it like a snake.  Another the tusk and described a horn like 
on a Brahma bull.  Another grabbed the leg and described a tree.  All were perfectly accurate in their 
descripti on, but failed to holisti cally describe the elephant correctly.

Today’s health care system is oft en like this.  While a reporter accurately describes an issue (e.g., rate 
increases) he is reporti ng only on a segment of the health system and may be missing other key items.  
For example, why are the rate increases so large?  What is causing that? Few seem to get to the issue of 
the matt er while creati ng signifi cant sensati on around the topic.  Yes, it sells plenty of newspapers, but is 
it helping the public understand some of the causes?

Similar situati ons emerge when talking about alternati ves such as single payer systems.  Reporters will 
accurately report the facts about health care costs in other countries with socialized systems, oft enti mes 
pointi ng out the problems with the US system, but without discussing some of the items that make the 
comparisons less reasonable.  A prior arti cle on the diff erences in the United States addresses some of 
these issues.2 

Health care is a complex issue and needs to be recognized as such.  It is criti cal that the media take the 
ti me to present ancillary issues that help explain the problem.
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Minimizing Political Bias
The United States seems to be as polarized politi cally as it has ever been.  The concept of working across 
the aisle seems to have faded to the point that few expect it to emerge.  Recent proposals to reform and 
repeal ACA show how challenging things are in Washington, DC.  Even though the Republicans have the 
majority, they aren’t even able to come to agreement on their proposals with the minority Democrats 
standing fi rm opposing much of what the Republicans have to say.

This polarity seeps into the media.  The left  leaning press oft enti mes sides with the Democrats and tells 
their story.  The right leaning media siding with the Republicans.  But what are the facts?  What are 
the issues?  What is the right story?  The journalisti c approach of the past has morphed into opinion 
reporti ng without any true commitment to share the facts.  It is diffi  cult to fi nd a source of factual based 
reporti ng.

A Practical Example
There has been signifi cant discussion about high rate increases for ACA products in 2018.  I have shown 
porti ons of two arti cles addressing this issue.  The fi rst from a right leaning publicati on and the second 
from a left  leaning publicati on.  Very interesti ng diff erences in these arti cles.

Insurers Have Requested Astronomical Rate Increases In 2018, Meaning Obamacare Is Going to 
Become Even More Unaff ordable3 

TOP TAKEAWAYS
Insurers have started releasing their proposed premium increases for states parti cipati ng in the 
2018 Obamacare individual exchanges, and it looks like Obamacare is going to become even 
more unaff ordable.

Among the individual premium rates released, Cigna Health and Life Insurance Company of 
Virginia announced the highest proposed maximum rate increase at 179.9 percent.

Among the averages of the premium rates released, HealthNow New York requested the highest 
average rate increase of 47.3 percent.

These rate increases contradict years of Democrati c promises that Obamacare would lower the 
cost of care for Americans.

The second arti cle describes the same situati on, but somewhat diff erently.  

Here’s How Much Obamacare Premiums Will Increase in 20184 
Individuals would face signifi cantly steeper premium increases if the administrati on decides to 
stop funding the cost-sharing reducti ons, and the Trump administrati on has been vague about 
whether they will or won’t. “We are weighing our opti ons and sti ll evaluati ng the issues,” a 
spokesperson for the Department of Health and Human Services told the Washington Examiner. 
“Congress could resolve any uncertainty about the payments by passing the AHCA and reforming 
Obamacare’s failed funding structure.” (The Hill reported late Wednesday that the secret Senate 
health care bill would fund the cost-sharing reducti ons through 2019.)
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But the Trump administrati on’s decision to say whether or not they will conti nue to fund them is 
doing enough damage. Insurers and state insurance commissioners have stated point blank that 
all of the uncertainty coming out of the White House and Capitol Hill is leading to more dramati c 
premium increases.

“Put yourself in an insurer’s shoes. You’re trying to price a product and there is signifi cant 
debate going on that could shape the future of the product,” Avalere’s Vice President Elizabeth 
Carpenter tells MONEY.

Meanwhile, actuarial fi rm Oliver Wyman reports that two-thirds of rate spikes can be att ributed 
to uncertainty about the cost-sharing reducti ons and the individual mandate.

Although the fi rst arti cle is a Republican document, it doesn’t include informati on related to the 
uncertainty of funding for Cost Sharing Reducti ons (i.e., CSR).  It simply talks about the big rate increases 
and then says how this is so diff erent than that promised by the Democrats.

The second arti cle focuses on the uncertainty of the ongoing funding status of cost sharing reducti ons 
and its impact on rate increases.

What are the realiti es?  Why are the rate increases so big?  Here are some other reasons not frequently 
menti oned in the press but part of the actual reality:

• Inadequate initi al cost esti mates by actuaries back in 2013 that carriers have tried to recover from 
for the past 5 years

• Losses from eliminated funding of risk corridors (i.e., one of the 3 Rs)
• Delayed implementati on of the program (i.e., switched rules)
• Terminati on of federal reinsurance as scheduled
• Improper risk adjustment process across carriers
• Impact of 3:1 capped age factors on demographic mix
• Unreasonable restricti ons on pricing considerati ons (e.g., metallic level AV calculati ons)
• Excessive Rx costs of subset of members enrolling in plans (e.g., Hep-C and HIV) that created risk 

magnets not refl ected in risk adjustment process
• Inadequate high-risk pool protecti on for health plans (e.g., Iowa hemophilia case)

How are we doing?
So how accountable is the media?  The following chart summarizes the author’s assessment of AAI for 
the media for each of the Triple Aim issues.

Triple Aim Category Weight Rati ng

Pati ent Experience 0.333 25.0%

Populati on Health 0.333 12.5%

Cost of Care 0.334 25.0%

Overall 1.000 20.8%
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The fi rst and last categories have been rated at level 2 of the Accountability Ladder (i.e., Blame and 
Complain).  The Populati on Health aspect is rated the lowest (I.E., no accountability/unaware).  

Overall the media has signifi cant opportunity to improve its accountability.

1https://en.wikipedia.org/wiki/Media_accountability. 

2http://axenehp.com/makes-america-different. 

3https://gop.com/obamacare-premium-rates-expected-to-soar-in-2018.  

4http://time.com/money/4826591/aca-premiums-cost-2018. 
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Introduction
How much is your health worth to you?  How much do you invest (or sacrifice) in pursuit of good health?  
Are your responses to those questions in sync or out of sync with each other?  Most people would agree 
that their health is worth a lot to them, in fact, worth so much that most people consider their health to be 
an invaluable asset.  It is less clear, however, that the level of personal commitment towards achieving and 
maintaining good health is reflective of its invaluable nature.

Accountability of Members/Patients to Maintain a  
Healthy Lifestyle
by William Bednar, FSA, FCA, MAAA and Sean Lorentz, ASA, MAAA
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The U.S. has the most advanced health care system in the world, and is correspondingly by far the most 
expensive.  There is a saying that money cannot buy happiness.  Unfortunately, this saying applies to 
health status as well.  Healthcare services are invaluable for the treatment of illnesses.  The advanced 
healthcare services available in the U.S. system provide treatment for a wide variety and high severity 
of illnesses.  But even the most expensive and most advanced treatments cannot endow a person with 
good health.  The only way to achieve and maintain good physical and mental health is through a lifelong 
commitment of personal investment, sacrifi ce, self-moti vati on, and accountability towards healthy 
lifestyle choices.  A bonus feature is that good health does not entail an expensive health care system.  In 
fact, it is the opposite.  Good health leads to a decreased need for health care services, which means a 
less expensive heath care system.  The issue is that while people want to have good health and want to 
have a lower cost health care system, self-moti vati on and commitment to a healthy lifestyle is diffi  cult 
or inconvenient for many people.  In theory, everyone should be fully committ ed to pursuing good 
health, but, in reality, there is a lack of self-moti vati on, a lack of appreciati on, and an absence of personal 
accountability when it comes to healthy lifestyle.

The U.S. has more medical malpracti ce lawsuits than all other developed countries combined.  We have 
the highest expectati ons of the health care providers in our system, and we hold them accountable 
when they don’t meet high expectati ons.  Doctors, hospitals, or all other health care providers are at risk 
of getti  ng sued for improper acti ons (or lack of acti on) that have negati ve consequences on a pati ent’s 
health outcome.  However, the pati ent has no liability or accountability for their acti ons (or lack of) that 
put their health at risk.  What if the system reciprocated some expectati ons onto the pati ent and held 
the pati ent accountable for doing their part to achieve and maintain good health; perhaps rewarding the 
pati ent for compliance and sancti oning the pati ent for non-compliance?  

The rest of this arti cle explores the characteristi cs of the U.S. health care system that contribute to 
the absence of personal accountability, and then explores some ideas on how to introduce personal 
accountability into the system.  The absence of accountability begins with the fact that health care costs 
are not transparent and mostly hidden from the members’ perspecti ve.  Additi onally, an increasingly 
sedentary lifestyle with unhealthy diet leads to a rise in preventable chronic conditi ons.  Higher rates of 
chronic conditi ons make up a large porti on of costs in the system and those costs eventually make their 
way into higher premiums and leaner benefi ts.  Freedom of choice in the U.S. includes the freedom to 
make unhealthy lifestyle choices, but that should not entail a total lack of personal accountability.

Cost Transparency in U.S. Insurance Markets
From a health plan members’ perspecti ve, health care costs come in two forms: (1) premiums that 
are paid in advance, and (2) cost-sharing that is paid at the point of service.  Cost-sharing commonly 
takes the form of deducti bles, co-payments, and coinsurance.  The health care industry is unique in 
the sense that its consumers are, by and large, unaware of its underlying costs in both areas.  Plan 
sponsors subsidize most of the premium cost and health plans pay for most of the benefi t costs.  In most 
cases, the member rarely actually experiences the full premium or full benefi t cost, and when they do 
experience it, they are overwhelmed with sti cker shock.  We cannot have, or expect to have, individual 
accountability if the consumer is not aware of the full underlying cost of their benefi ts. 
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The United States is the only industrialized country in the world that does not have Universal Health 
Coverage for all citi zens.  There are four main ways that individuals obtain health insurance.  Each type of 
program is very diff erent in how the benefi t plans are administered, where the funding comes from, and 
how much the members contribute directly.  They are listed below with their approximately percent of 
individuals that are enrolled in each type of program.

• 60% are enrolled in Employer-Sponsored programs

• 20% are enrolled in State Medicaid programs

• 15% enrolled in the Federal Medicare program

• 6% are enrolled in the Individual State exchanges

• 9% are uninsured

Below is a summary of how each of the four programs are funded:

• Employer-Sponsored programs are funded mostly through the employer’s general revenues.  The 
amount varies by employer, but typically the employer directly funds about 75%-80% of total 
premium.  The employees will then pay the residual premium (e.g., 20%-25%) as a payroll deducti on, 
and employees are also subject to some degree of cost-sharing upon the uti lizati on of services (e.g., 
deducti bles, copays, coinsurance).

• Medicaid programs are jointly funded through State and Federal general tax revenues.  Eligible 
individuals are not required to pay a premium nor contribute towards cost-sharing.

• Medicare programs are mostly funded through the Medicare tax.  Part A (hospitalizati on insurance) 
has no premium requirement, while Part B (supplemental medical insurance) requires a small 
monthly premium (roughly $150/month).  Both Part A and Part B require some degree of member 
cost-sharing upon the uti lizati on of services.

• The Individual State Exchanges are funded through a combinati on of federal subsidies and member 
contributi ons.  About half of the members receive some degree of premium and cost-sharing 
subsidy, while the other half do not receive any subsidies.  The members that do not receive any 
subsidy pay the full premium and cost-sharing amounts out of pocket.

The above summary makes it apparent that only a small percent of individuals experience the full cost of 
the U.S. health care system.  The members on the individual ACA exchanges that do not receive subsidies 
are the only ones that pay full premium for their benefi t plans.  These premiums can exceed several 
thousands of dollars per month for family coverage that also requires them to pay thousands of dollars 
in annual cost-sharing.  These enormous premiums for seemingly poor coverage has been a politi cal 
focal point over the past several years for opponents of the ACA.   

“Only a small percent of individuals experience the full cost of the US health care system.”
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How Risk Pooling & Premium Setting Affect Member Costs
A common misconcepti on is that the premiums, whether it be for individual or family coverage, is 
based solely on one’s own claim experience.  It can be frustrati ng to see premiums increase when a 
member has very few or no claims.  The truth is that premiums are not based solely on one’s own 
claim experience.  If they were, premiums would vary greatly and defeat the principle of insurance.  
Most people would have extremely low premiums, while the unfortunate sickly members would have 
premiums so high they would be priced out of the market.  To stabilize premiums, insurance companies 
combine the claims from large pools of its members, and spread the cost of those claims across 
everyone in that pool (thereby creati ng “risk pools”). 

This risk pool mechanism smooths individual costs across a large group.  This is important because it 
makes health care aff ordable for the parti cipants that require expensive medical treatment.  These few 
parti cipants would otherwise not be able to aff ord the treatment that they need.  In exchange for paying 
an insurance premium, members of the risk pool are indemnifi ed of the cost of medical services (subject 
to cost-sharing provisions). 

Pooling claim experience is the basis for the premium setti  ng process. Once the claims are pooled, the 
premiums can be determined in the following fashion:

• Historical medical costs are aggregated across the risk pool.

• Aggregate costs are adjusted to refl ect the expected changes for the future period (e.g., health care 
trends, populati on changes, benefi t changes).

• The trended costs are adjusted for member cost-sharing (i.e., actuarial value).

• The net cost is loaded for insurer overhead costs (e.g., administrati on, taxes, risk margin).

• The loaded costs are then divided amongst the members as premium.

The fi rst two steps are directly related to the risk pools historical and prospecti ve costs.  As members 
incur more claims, more premium is needed to cover those costs, which then results in conti nuous 
premium increases over ti me.  The third step allows health plans to reduce premium increases by 
shift ing more costs onto the member by raising deducti bles, copayments and coinsurance.  For example, 
a 20% premium increase may be reduced to 10% by increasing a $1,000 deducti ble to $2,000.  However, 
this increases the fi nancial responsibility of each member when they uti lize medical services.  The 
more the member needs to pay towards the cost of their services, the more likely they will be to forego 
services.  This is both good and bad.  It is good because the members will think twice about if they really 
need medical att enti on.  It is bad because the members may forego needed medical att enti on because 
they can’t aff ord the cost-share.  Foregoing needed medical att enti on can lead to a deteriorati on in 
health which then may lead to a more severe (and more costly) medical episode.

Diet and its effect on Chronic Conditions and Cost
It’s no surprise that most peoples’ diet isn’t as health conscience as they would like it to be.  In fact, the 
typical American diet exceeds the recommended intake levels in four categories: calories from solid fats 
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and added sugars; refi ned grains; sodium; and saturated fat1.  Within the context that since the 1970s 
the number of fast food restaurants has more than doubled1, it’s easy to see why diets are diffi  cult to 
keep in check and why obesity among adults has more than doubled from 15% to 34%1.  This type of diet 
leads to weight gain, metabolic disorders, and circulatory disorders.

The increased sedentary lifestyle of Americans is the result of the conti nued trend towards offi  ce jobs 
that consists of sitti  ng in front of a computer all day long.  In additi on to that, many Americans spend 
their evenings in their cars driving home from work, sitti  ng in front of a television set, and fi nally 
laying down in bed.  The lack of standing-up and moving around during the day is very detrimental to 
circulatory health.  The combinati on of poor diet and low acti vity leads to a rise in chronic conditi ons. 

The treatment of chronic conditi ons accounts for approximately 70% of all costs in the U.S. health care 
system.  Unlike acute medical conditi ons, the pati ent has a large degree of control over the status of a 
chronic conditi on, and if left  unmanaged, the corresponding health care costs persist over ti me.  There 
are about 17 chronic conditi ons that contribute to the 70%.  The conditi on that gets the most att enti on, 
because it is the one that is the most att ributable to behavior, is obesity.  Along with its common co-
morbiditi es (such as diabetes, heart disease, and hypertension), obesity is an epidemic that is plaguing 
our country and contributi ng signifi cant costs to our health care system.  Projecti ons esti mate that by 
2018, obesity will cost the U.S. 21% of our total healthcare costs1.

At its core, obesity is a self-infl icted disease that is the culminati on of long-term sedentary lifestyle and 
unhealthy diet.  Unlike chronic conditi ons that have risk factors largely out of one’s control such as family 
history, geneti cs, and aging, obesity lends itself well to changes because it is greatly infl uenced by diet 
and exercise.  Diet and exercise are two aspects of life that aff ect all Americans equally, and they have 
the best potenti al for signifi cant improvement.

Our Health is Invaluable
No amount of money can reverse bad health and replace it with good health.  Good health, and the 
reversal of bad health, must be earned through hard work and commitment throughout one’s lifeti me.  
As a society, our belief is that human health is too important to put a price tag on health care services.  
A pati ent should be enti tled to get the best care available, when they need it, regardless of the cost.  
Because of this belief, pati ents do not see the price tags of the services they are receiving.  The health 
plans negoti ate the price directly with the providers so that the pati ent does not have to worry about 
the price.  Health care is unique in this regard.  Very few goods or services in the U.S. receive this type of 
treatment.  

In additi on to being shielded from the price of health care services, the pati ent has litt le accountability 
for uti lizing services.  Besides pati ent cost-sharing, there is a complete absence of accountability.  This 
is also a unique characteristi c of the health care system.  As an example, when adults take out loans 
for higher educati on or a mortgage, the lender expects that the loan will be repaid, and there are 
repercussions for non-payment.  The lender can repossess the house for failure to pay the mortgage, 
or garnish your wages for failure to repay student loans.  Another example, if an employee does not 
perform their job to their employer’s sati sfacti on or skips a day of work unexcused, the employer will 
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most likely respond by terminati ng the employee and removing them from the payroll.  These are 
both examples of common accountabiliti es that adults in the U.S. have come to accept as standard 
practi ces of adult life.  U.S. adults have numerous accountabiliti es that are a normal aspect of their lives, 
but for some reason, the medial cost associated with unhealthy lifestyle choices is not one of those 
accountabiliti es.  Healthcare is diff erent than other goods and services, but that does not mean there 
cannot be personal accountability.

Defining the Goal and the Issues
Before we can start developing soluti ons, we must fi rst suffi  ciently defi ne the goals of the health care 
system and the problems with the system in its current state.  In the healthcare industry, there is a 
concept referred to as the “Triple Aim” that serves as a belief that policies should aim to advance three 
dimensions: improve the health of populati ons, improve the quality and sati sfacti on of care, and reduce 
the per capita cost.  It is understood that no single enti ty is accountable for all three, however, there are 
areas where personal accountability could contribute.  The areas directly under each persons’ control 
are their diet and physical acti vity. 

With the three goals of the Triple Aim in mind, the next step is to assess how the current system scores 
against those goals.  Overall the current system is succeeding with pati ent experience.  U.S. pati ents 
have access to the best medical technologies and shortest wait ti mes.  There is room for improvement 
though.  Access to health care is not yet universal.  The ACA increased the number of people insured, 
but approximately 9% are sti ll uninsured.  As for the other two goals, the system has not been quite 
as successful.  The U.S. spends approximately 18% of GDP on health care spending ($3.2 trillion or 
nearly $10,000 per person).  This amount far exceeds all other developed countries by all measures.  As 
menti oned earlier, the treatment of chronic conditi ons is a main reason why costs are so high.  The high 
prevalence of chronic conditi ons is a double whammy on our health care system.  It both compromises 
the health of the U.S. populati on as well as bloats the system with preventable costs.  This is the main 
driver for the failure of goals #2 and #3 of the Triple Aim.

Plausible Solutions
Now that we have defi ned the goals of the health care system and how the current system scores against 
those goals, we can now discuss plausible methods to work towards those goals, and specifi cally, how 
to hold individuals accountable for their contributi on to those goals.  Knowledge is power.  Every user of 
the system fi rst needs to have a good understanding of how the system works (and how it doesn’t work), 
why the system is broke, and how each person can contribute to getti  ng it back on the right track.  The 
fi rst step towards accountability is having the knowledge needed to make correcti ve changes.

The next step is to apply that knowledge, make necessary lifestyle changes, and be held accountable for 
not making the changes.  That last statement presents a major issue.  The laws and culture in the U.S. 
make it very diffi  cult, if not impossible, to force people into healthy lifestyle habits.  Even if there was an 
authority that can do so, who gets to defi ne the characteristi cs and measurements of a healthy lifestyle?  
Americans enjoy the freedom of choice, and that right should not be taken away, even if their choices 
are detrimental to their own health and bloat the system with preventable costs.  
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Because of the confl icti ng nature with personal rights and freedoms, one way to induce change could 
be to implement collecti ve responsibility combined with fi nancial incenti ves for healthy behaviors.  
Collecti ve responsibility means that all Americans are working toward common goals (i.e., fi ght the 
obesity epidemic, lower premiums) where most people will voluntarily parti cipate for the bett er good of 
society.  Even though there would not be any legal repercussions for non-parti cipati on, certain acti ons 
(or inacti ons) that are in oppositi on to the collecti ve responsibility may be viewed as social sti gmas.  
For example, tobacco was considered “cool” in recent U.S. history, but U.S. society has since deemed 
tobacco as a social sti gma due to its unhealthy nature.  Tobacco companies are now prohibited from 
commercial adverti sing, tobacco products are required to have warning labels, and smoking tobacco is 
not allowed in most public areas.  Tobacco use is much less popular today because of societal eff orts to 
mark it as a social sti gma.  A lower prevalence of tobacco use makes Americans collecti vely healthier.

Financial incenti ves for health lifestyle currently exist in parts of the employer-sponsored market.  Some 
employers off er HSA accounts to their employees and fund money into their employees’ accounts if 
they accomplish certain goals such as the completi on of wellness programs or scheduling preventi ve 
services.  A possible soluti on could be to expand similar incenti ves to all markets, but pegging those 
incenti ves to be aligned with the health system.  For example, a health plan member can earn a premium 
rebate or cost-share waiver if they comply with physician orders or parti cipate in wellness programs or 
recreati onal acti viti es.  The pati ent’s doctor (or wellness coach) can create a report card for the pati ent 
that grades the pati ent on their compliance with the system (or program att endance), and then send it 
to the pati ent’s health plan for review.  Such grades may include showing up to scheduled appointments, 
take drugs as prescribed, monitoring biometrics (e.g., blood pressure), and following through on doctor 
recommendati ons (e.g., diet, avoiding certain acti viti es).

AHP Accountability Index Score
Individual member accountably ranks very low on the AHP Accountability Index (i.e.,AAI).  From a clinical 
perspecti ve, there are no direct accountabiliti es for individual members of the U.S. healthcare system.  
Without the fear of facing any enforceable penalti es, members can choose to ignore the advice of their 
doctors, choose not to take their prescripti ons as directed, choose to make unhealthy lifestyle choices 
that increase their risk factors for chronic and acute conditi ons, and choose to not contribute to the 
successful management of any chronic conditi ons that they may have already developed.  

Nevertheless, there is some fi nancial accountability in the system, but it is at the group-level rather than 
the individual-level.  Rising health care costs lead to higher premiums for the people that pay the full 
cost out-of-pocket (e.g., the unsubsidized porti on of the ACA market), higher costs for employers that 
off er coverage to their employees (which leads to wage stagnati on), and higher costs for taxpayers that 
fund the expenses for Medicare, Medicaid, and the subsidized porti on of the ACA market.

“Rising health care costs lead to higher premiums for the people that pay the full 
cost out-of-pocket.”
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Conclusion
Mostly, when the topic of accountability comes up within the context of the healthcare system, it is 
generally aimed at providers and health plans.  Doctors are accountable for managing their pati ents, 
hospitals are accountable for treati ng illness, and insurance companies are accountable for the 
premiums they charge and the benefi ts they provide.  The culture in the United States views healthcare 
as invaluable and has high expectati ons of the system.  The expectati on is to have the best outcomes, 
short wait ti mes, and access to a large network of providers.  The system has mostly responded in kind 
and the U.S. has the most advanced, albeit also the most expensive, system in the world.  However, 
litt le is made of the role and accountability of the pati ents in the system.  Should there be a mechanism 
to hold individuals accountable for lifestyles and diets that bloat the system with high costs?  A high 
prevalence of chronic conditi ons in our country accounts for 70% of the total health care expense, and 
those high costs funnel down to the premiums and cost-sharing that must be absorbed by tax payers and 
individuals paying out of pocket.  

1Dietary Statistics, activity level (1) https://www.hhs.gov/fi tness/resource-center/facts-and-statistics/index.html
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In 2004, the General Accounting Office changed its name to the Government Accountability Office (GAO). 
The name change was intended to alleviate confusion regarding the scope of services provided and to better 
reflect the mission of the agency. More subtly, it proudly acknowledged the fact that government itself is 
indeed accountable.

Accountability: Government Accountability 
Greg Fann, FSA, FCA, MAAA
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Today, the GAO is the government agency that analyzes the value of government division results relati ve 
to allocated taxpayer dollars. From a health care perspecti ve, the GAO oft en weighs in on appropriate 
oversight of the Medicare and Medicaid programs.

While some aspects of government are self-monitored for accountability, the breadth of accountability 
requirements exceeds the metrics that can be objecti vely measured. An understanding of general 
accountability principles will enable government leaders to do their jobs more eff ecti vely and deliver 
appropriate services more confi dently to citi zens. The focus of this series is health care, and this arti cle is 
focused in that arena, but the principles of government accountability hold true in all capaciti es.

As government1 conti nues to play a larger role in the health care economy, it is important for policy and 
regulatory leaders to understand appropriate accountability requirements. Government is unique and 
has a diff erent perspecti ve than private market enti ti es that operate in the health care marketplace. 
Private health care requires a functi oning business model. A private organizati on may have a missional 
goal but cannot functi on without revenue from a marketplace2 that supports that goal.

Government, on the other hand, receives revenue through taxati on and seeks to spend money to 
fulfi ll determined purposes. There is oft en not a market or other frame of reference to benchmark 
government’s acti ons and performance. This could expose government to accountability lapses as 
competi ti ve pressures are not present. For example, a physician group having challenges with one 
insurer could realign its business model with a comparable insurer while the same group could not 
change its contractual relati onships to another government that provided the same services or funding.

Throughout this arti cle, the Pati ent Protecti on and Aff ordable Care Act (ACA) is used as an example 
to illustrate understandings of government accountability. The legislati on was passed in 2010, and 
conti nues to be very visible and controversial. The signifi cance of the legislati on, which impacts all health 
care stakeholders, and the executi on that followed provides good opportuniti es to illustrate damages 
caused by accountability lapses. 

While the ACA is the example used throughout this arti cle, government accountability applies to 
all areas where government touches the health care system. Experimentati on with new value-
based reimbursement models require transparency and adherence to government-communicated 
methodologies. The Medicare Access & CHIP Reauthorizati on Act (MACRA) changes the way Medicare 
physicians are paid. Government is accountable for clearly communicati ng the new rules, and providing 
appropriate noti ce of future changes.

The secti ons that follow include important accountability requirements that are necessary for 
eff ecti ve governing. As government moves forward with health reform, understanding and adhering to 
accountability requirements will facilitate opti mal long-term soluti ons.
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Appropriate Advice
Government leaders oft en bring diff erent experiences and perspecti ves to their offi  ce. Members of 
Congress have traditi onally been well versed in law; more recently, medical practi ti oners have sought 
public offi  ce and succeeded at the ballot box. As legislati ve responsibiliti es are all-encompassing, 
legislators will ulti mately have to pass laws that are outside of their area of profi ciency. This requires 
reliance on colleagues, staff  or outside enti ti es.

This raises an interesti ng and very important questi on. Who should advise government leaders on 
the complicated issues that are not in their scope of experti se? It’s safe to say that health care policy 
involving insurance markets is a relevant topic here.

There are more att orneys in Washington, DC than there are actuaries worldwide, and most of them earn a 
living by off ering their opinions related to the impact of various policies. Of course, their paychecks oft en 
come from enti ti es who have a fi nancial interest in policy decisions. This creates somewhat of a dilemma; 
those with the best understanding of policy impacts usually have the largest confl ict of interest.

While money from businesses always support informed views of policy impact, opinions on health care 
have been more abundant, and many academic professionals also weighed in on the ACA debate. As one 
would expect, not all opinions were accepted without questi on. Actuaries, generally known for providing 
dispassionate advice, released a report3 in 2013 warning of higher costs due to new rati ng requirements. 
While not used to being labeled as controversial, the report was dismissed by one senator who att ached 
actuaries to the health insurance lobby4.

Ulti mately, the market was designed to require a risk pool with a higher percentage of young adults 
than it actually achieved.5 Some commentators, without a complete technical understanding of the 
mechanics6, had argued that premium subsidies would att ract young men to the market and achieve the 
desired risk mix. There is now acknowledgment that “the ACA has some problems but can be fi xed” but 
litt le consensus on the underlying structural problems. A member of Congress recently remarked that 
allowing insurers to vary rates by age (and other rati ng factors) is wasteful and not cost-eff ecti ve. With 
one of the major challenges of the risk pool already being an unbalanced age mix, comments suggest 
that bad advice is sti ll easy to fi nd.

How does government determine what is “appropriate advice”? One benefi cial insight is the 
understanding is that real soluti ons are not divisive and segmented. In the health policy arena, many 
unfortunate opinions are of the mindset of consumers vs. insurers, or physicians vs. pati ents, or “big 
pharma” vs. everyone. Functi oning markets require mutual benefi t for buyers and sellers. Advice that 
suggests deliberate harm to one party as part of a soluti on is likely to be implemented ineff ecti vely and 
not well received, and should be avoided.

One other eff ecti ve tool is actually an oft en-overlooked requirement in the actual analysis of health 
policy design. Health policy considerati ons should include considerati ons of health care stakeholder 
incenti ves; likewise, government should understand the incenti ves of who is providing policy advice. If 
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one has a preconceived policy goal, it’s easy to fi nd data to support that positi on. Actuaries have broad 
responsibiliti es to be objecti ve and imparti al, and possess the technical experti se to provide a full and 
complete analysis.7

The Importance of Consensus
When businesses engage in transacti ons, it is generally assumed that each party will abide to certain 
behavior once an agreement is reached. Over ti me, employee turnover occurs but new employees oft en 
are hired to conti nue the business model. The owner of a business does not usually hire someone who 
has goals and ideals incompati ble with his own.

Government has been known to operate diff erently. Government representati ves are oft en elected by 
citi zens as opposed to being selected by someone already in government. This oft en leads to diff erent 
views and diff erent missions. Elected offi  cials may represent consti tuents with diff erent views and have 
diff erent percepti ons about what they are elected to do.

Major legislati on that lacks consensus oft en presents executi on challenges. The ACA was passed by 
the narrowest of margins. In fact, the replacement of a US Senator changed the politi cal makeup in 
the Senate, and the House of Representati ves accepted the Senate bill without modifi cati on to avoid 
the Senate having to vote again. Many “draft ing errors”, which would normally be resolved through a 
conference committ ee, remained in the fi nal legislati on. Due to a lack of conti nued lack of consensus, 
many issues (that virtually everyone acknowledges are real problems) remain unresolved.

One example is the so-called “family glitch”. Individuals with access to aff ordable employer-sponsored 
coverage are not eligible for premium and cost-sharing subsidies. The ‘aff ordable’ defi niti on is based on the 
required premium contributi on relati ve to the employee’s household income. The aff ordability test is based 
on employee-only coverage and not family coverage. This results in some families not having aff ordable 
employer-sponsored coverage and also not being eligible for premium and cost-sharing subsidies. 

The current att enti on over reimbursements for Cost Sharing Reducti ons (CSR)8 highlights another 
downfall of lack of consensus. The ACA requires insurers to reduce cost-sharing for certain low 
income enrollees with the expectati on that the costs will be passed through to the government. At 
the same ti me, Congress never formally appropriated these funds but they were paid by the Obama 
administrati on. Legal challenges followed, and President Trump entered offi  ce with somewhat of a 
dilemma – to either conti nue making the CSRs payments which contracted insurers were expecti ng or 
stop the payments and risk insurers exiti ng the market and potenti al lawsuits. Legal predicaments such 
as these rarely occur with consensus legislati on.

Know The Legal Limits
It goes without saying that legislati ve bodies should only pass laws that are legal. As almost all legislati on 
provokes perceived harm for some groups or some people, any questi onable elements of a law could be 
challenged in court. The likelihood of a legal challenge is also related to the magnitude of the law and a 
lack of consensus. A contenti ous bill that has signifi cant impact to certain stakeholders is more likely to 
be challenged.
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There have been numerous lawsuits associated with the ACA. Many have revolved around the 
implementati on of some of the regulatory rules. A case challenging the consti tuti onal fi delity of the law 
was elevated to the US Supreme Court and had mixed results. Legislati on that lack a legal stable foothold 
also creates uncertainty in the market and may repel parti cipants. As legislators debate signifi cant issues 
that lack appropriate consensus, they should be intensely sensiti ve to potenti al legal challenges. 

Reliable Business Partner
The business of health insurance and the associated regulatory requirements necessitate signifi cant lead 
ti me for developing premium rates before they become eff ecti ve. Premium rates are generally eff ecti ve 
for one year, and cannot be changed mid-year due to unanti cipated developments.

The pricing of health insurance is complicated and technical, and relies on many factors. Actuaries 
are well aware of the necessary considerati ons, but government leaders could logically be insensiti ve 
to potenti ally infl icti ng market damage. With the ACA, many rules have not been enforced or have 
subsequently been changed, oft en “through the use of executi ve decisions, waivers, and deadline 
extensions.”9 The allowance of transiti onal (or grandmothered) plans were not anti cipated by insurers, 
which would have resulted in higher premiums to refl ect healthier individuals delaying migrati on into 
ACA markets. Businesses will not conti nue to parti cipate in markets where they cannot rely on their 
partners to keep their promises.

In summary, as government plays a larger role in the health care economy, it must be an accountable 
and trusted business partner.

Transfer of Responsibility
When government passes laws that transfer responsibiliti es to government from private enterprises, 
government becomes accountable for those results. Rati ng restricti ons are a common limitati on that 
government imposes on insurance companies. 

Prior to the ACA, insurers would develop rates for small employers based on the characteristi cs of 
the employees. Insurers typically had fl exibility to develop rati ng factors based on actuarial data. If an 
insurer applied inappropriate factors, it would likely result in negati ve enrollment and fi nancial results. 
In this scenario, the insurer would have no justi fi cati on to shift  blame as it had control over the applied 
factors. If it recognized the problem, it would update its factors to improve results in following years.

With the ACA, government removed some of the rati ng fl exibility for insurers. Rates could no long vary 
by gender and health status, age rati ng was compressed and factors developed by the government were 
mandated. In a sense, the government took ownership of the rati ng factors. As the new factors were 
not actuarially appropriate, government implemented a risk adjustment system to actuarially reconcile 
the limited factors. Insurers had to live by the government’s assumpti ons and apply factors that they 
previously developed internally. It is fair to say that they were formerly responsible for the accuracy 
of their own esti mates. With the ACA, that responsibility now lies with government and is out of the 
control of insurers; insurers are justi fi ed in demanding that the government factors and associated 
adjustments are correct.
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I highlight the risk adjustment example with the knowledge of ongoing challenges10 and charges of 
inequiti es in the methodology. Without going into technical details11 in this arti cle, the government 
agreed to accept a major challenge to develop an equitable budget-neutral program. In March 2016, the 
government released a Discussion Paper12 highlighti ng potenti al changes to the risk adjustment model 
based on industry feedback. Some of the characteristi cs of the methodology posed unique challenges 
on the CO-OPs, organizati on that were catalyzed by ACA funding. Most of these organizati ons have since 
become fi nancially insolvent and have ceased operati ons.

As insurers are not able to select risks or price accordingly for the risk received, they must rely on 
government methodology for an appropriate and adequate fi nancial accommodati on. It is imperati ve 
that the operati onal methodology is therefore precise and imparti al, and accurately transfer risk 
payments and not be infl uenced by other factors. 

The intent of this secti on is not to cast blame on government for the failure of certain companies, but 
to highlight the enormous accountability and risk that government assumes when it transfers private 
market decisions to government agencies.

Unintended Consequences
They are likely drinking more beer in the City of Brotherly Love these days. It is not related to the Phillies 
being last in their division (they are) and it has nothing to do with the weather. It’s the soda tax. The tax 
on soda products, intended to raise revenue,13 has resulted in prices higher than the cost of beer, and 
presumably shift ed consumpti on patt erns, generati ng far less revenue than expected. 

Legislati on that involves tax policy oft en has an intenti on to either raise revenue or change behavior. 
Oft en, the results include a mixture of both outcomes, and usually some unintended and unexpected 
eff ects.

The ACA included a litany of tax subsidies and mandates that resulted in tax penalti es for non-
compliance. Measuring the isolated impact of each one is subjecti ve but the directi onal impacts of each 
are trivial. Individual subsidies and mandates will have upward impact on enrollment patt erns. Subsidies 
that decrease with income will discourage work to some extent. Mandates that apply to employers 
based on number of employees and hours worked will impact hiring patt erns and work schedules. 

Unbiased technical experti se is needed to model the impact of such changes. Unlike the Medicare and 
Medicaid programs, the free market element of purchasing insurance coverage without signifi cant 
fi nancial assistance14 is much more challenging to project. 

With traditi onal government programs, funding is oft en the primary lever to consider. When regulati ng 
and subsidizing insurance markets, accountable government requires uti lizati on of appropriate experti se 
that is likely outside of the traditi onal government sources. 
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The Buck Stops Here
President Harry Truman is well known for having a small sign on his desk reminding anyone who may be 
in his offi  ce (and himself) that “The Buck Stops Here”. The phrase is derived from the slang expression 
“pass the buck” which means to defer one’s responsibility to someone else. “The Buck Stops Here” 
signifi es where decisions are made and where responsibility lies. As government takes ownership of 
decisions previous held by private enterprises, it accepts new responsibiliti es.

If government acti on creates new problems, it seems evident that government should be responsible 
for necessary correcti ons. There have been numerous instances with the ACA where government has 
att empted to “pass the buck.” Most notably, insurer parti cipati on has diminished since 2015 and various 
geographic markets have been unatt racti ve and in danger of not having any parti cipati ng carriers. 
Government leaders have someti mes suggested that insurers who operate in other markets should be 
forced to parti cipate in the individual market regardless of fi nancial outlook. This ignores both general 
principles of actuarial soundness and rules that disallow other government programs to subsidize losses 
in other lines of business. At a recent hearing, a senator told an insurance company witness that his 
company was “holding a knife to their own throat”15 by not parti cipati ng in counti es where there were 
no other insurers, creati ng “incredible pressure for us to provide a soluti on”.16

For health insurance to functi on eff ecti vely, each line of business should be self-sustaining. Insurance 
principles and various regulati ons require this. If government enforces new rules on a market, 
government is accountable for the impact of those rules.

It is troubling to hear government over promise market success, and then react to failure by mandati ng 
parti cipati on for some insurers. Insurers have diff erent characteristi cs: some are specialized to serve 
the Medicare market, others may have invested signifi cantly in developing a network with limited 
geographical breadth, and some markets/area may not make sense for their business model. Required 
insurer parti cipati on in new markets or geographic areas would have inequitable eff ects on various 
insurers and change profi tability requirements in other lines of business and create competi ti ve 
disadvantages. In a sense, it is also a soft  admission of government failure. If government is going to 
craft  market soluti ons, government is accountable for functi oning markets, which includes att racti ng 
suppliers. Requiring parti cipati on of insurers to substi tute for government accountability is untenable.
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Any eff ort by government to signifi cantly redesign markets will likely have positi ve and negati ve impacts, 
some expected and some unexpected. A natural tendency for government may be to accept the 
benefi t of the positi ve changes and cast the accountability of the negati ve impact on market players. 
Government should have a “Buck Stops Here” atti  tude with regard to both desired and unintended 
outcomes. A recogniti on of this accountability is a catalyst for designing markets that are att racti ve to 
both buyers and sellers.

AHP Accountability IndexTM (AAI) and Government
Rati ng government accountability is a subjecti ve process. The Triple Aim aspects (pati ent experience, 
populati on health, cost of care) were formally implemented in the government structure when one of 
the founders of the framework accepted a leadership role in the Obama administrati on. The scope of 
government’s role in the health care system is massive and all stakeholders would likely have biased 
views based on their own limited government interacti ons. Consistent with the theme of this arti cle, the 
Index esti mates are based on the author’s opinions of ACA markets, which have been the most impacted 
by government’s acti ons in this decade.

Pati ent experience is largely poor. The shift  to government-sponsored exchanges from traditi onal 
distributi on channels was supposed to foster a competi ti ve environment with smooth transacti ons. The 
early implementati on was largely regarded as an operati onal failure and competi ti on is sparse in many 
areas. Actual enrollment in individual markets is about half of what was expected. The market rules 
impacti ng premium rates and the associated government subsidies reduced the costs for lower-income 
individuals but increased the costs for many others. With the amount of government funding allocated 
to the ACA, bett er results should have been achieved.

Populati on health is mixed. The ACA has been an impetus for more awareness of the need of health 
insurance. It cannot be ignored that the benefi t of having insurance also provides incenti ves for 
unnecessary care. The appropriateness of the increased use of opioid for newly-insured individuals is a 
major concern.

One of the early promises of the ACA was reduced costs. It’s a fairly universal view that the ACA has 
resulted in more people being insured, but has done nothing to control costs. In fact, it’s hard to hear a 
debate on ACA that doesn’t get distracted by a “health care costs (rather than insurance premiums) are 
the real problem” argument.

With those considerati ons in mind, the following chart summarizes a government assessment of AAI.

Triple Aim Category Weight Rati ng

Pati ent Experience 0.333 20.0%

Populati on Health 0.333 50.0%

Cost of Care 0.334 0.0%

Overall 1.000 23.3%
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Conclusion
It is important for government leaders to understand the appropriate role of government and 
accountability requirements. A free market economy requires att racti ve opti ons for buyers and sellers. 
Government can play a positi ve role, but ambiti ous well-intended government policy oft en fosters 
unintended consequences. Regulati on of insurance markets is challenging, and appropriate unbiased 
expert advice is crucial. 

The lesson learned from the ACA experience include the need for appropriate advice, an understanding 
of incenti ves, the importance of consensus, the need to be a reliable business partner, and the 
acceptance of accountability. Adherence to these principles will foster good policy and a competi ti ve 
market that att racts buyers and sellers. The health care system will fl ourish when appropriate 
accountability is implemented for public as well as private market parti cipants.

1The term “government” is used generally to represent various governmental entities. The purpose of this article is to demonstrate the 

unique accountability of government agencies. A particular agency or political party affi liation is often inconsequential (and perhaps 

distracting) to understand the larger point.

2While health care in the U.S. is delivered through private businesses, there is an element of charitable dollars used to fund hospital 

construction, care, and other missional activities.

3http://cdn-fi les.soa.org/web/research-cost-aca-report.pdf

4https://hotair.com/headlines/archives/2013/04/health-actuaries-obamacare-rates-are-going-to-soar/

5http://www.theactuarymagazine.org/the-true-cost-of-coverage/

6https://www.soa.org/Library/Newsletters/In-Public-Interest/2016/september/ipi-2016-iss13-fann.aspx

7https://www.soa.org/Library/Newsletters/The-Actuary-Magazine/2015/june/act-2015-vol12-iss3-tofc.aspx

8http://axenehp.com/wp-content/uploads/2017/08/ahp_inspire_20170809.pdf
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Introduction
One of the primary responsibilities of health plans, like Aetna, Cigna and UnitedHealth Group, is to remain 
financially viable in order to meet its financial and legal obligations to members, plan sponsors, providers and 
employees. In many cases the reason a health plan suffers financial losses is that the premium rates charged 
for its insured business are simply too low. 

Accountability: Rates
Joan Barrett, FSA, MAAA
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This may happen if the actuary underesti mated costs during the rate-making process, but it may also 
happen if management made a business decision to lower rates in an att empt to sell more business.  Of 
course, there is also a possibility that state regulators will deny a requested rate increase.  

In additi on to its fi nancial and legal obligati ons, a health plan has a moral obligati on to make sure that 
members have reasonable access to quality health care by keeping costs as low as possible, providing 
a reasonable level of benefi ts and providing quality customer service.  Failure to meet these moral 
obligati ons may have fi nancial implicati ons.  Member dissati sfacti on may result in many members leaving 
the health plan, leaving the health plan without enough members to support the infrastructure.

Although health plans generally maintain several blocks of business, in this arti cle, we will focus on the 
commercial insured block of business sold to individuals and groups since this block generally has the 
most fi nancial impact.  Also, health plans generally follow similar business practi ces for each block of 
business it manages.

Manual Rates
Health plans use manual rates to determine premium rates for individual health plans and small 
employer groups.  Manual rates represent the health plan’s expected overall experience for the eff ecti ve 
period, adjusted for policy-specifi c rati ng factors like benefi t plan, area, and age-gender.  Manual rates 
are developed in three phases: an analyti cal phase, a business decision phase, and a regulatory oversight 
phase.

During the analyti cal phase, the actuary starts by projecti ng past claims experience for the health plan to 
the future rati ng period.  The projecti on usually refl ects adjustments for:

• External factors like changes in clinical practi ce and in the economy
• Benefi t, care management and other structural changes
• New legislati on
• Price increases
• Fluctuati ons in experience due to large claims
• Changes in the disease burden for the risk pool that will not be refl ected through other rati ng 

adjustments

Although each of these adjustments require considerable skill and care, the most diffi  cult part of the 
process is oft en esti mati ng the expected change in disease burden.  Unpredictable changes in the 
disease burden are oft en the result of adverse selecti on. Typically, adverse selecti on occurs when a 
member enrolls in a plan, incurs a high number of claims, then drops coverage or moves to another 
health plan.  Adverse selecti on may also occur if the rates favor one group over another.  For example, 
if the rates are structured so that younger members subsidize older members, younger members may 
leave the health plan.  If that occurs, the rates for the older members will be insuffi  cient.
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The actuary performs numerous tests during the rate development process to make sure the rates are 
indeed a best esti mate, including comparing actual results to expected results in prior projecti ons and 
explaining the variances.  The test results are used to improve the projecti on process going forward.

A similar process is used to determine the expense porti on of the premium, except that the underlying 
analysis is oft en based on the budget.  The fi nal premium is the projected claims, the projected 
expenses, and a provision for adverse deviati on (PAD).  PADs are usually expressed as a percent of 
premium.  By law, the expense porti on of the premium must meet loss rati o requirements.  

The fi nal decision as to what the premium rates should be is generally made with input from senior 
management in various areas like underwriti ng, fi nance, and sales.  One of the key questi ons asked 
during this phase is how the health plans compare to rates from other companies.  If the proposed rates 
are higher than the competi ti on, then the health plan will most likely try to determine the reason for 
this.  The health plan may want to lower the premiums to be more competi ti ve.  More sophisti cated 
health plans will do additi onal testi ng at this point to determine whether or not this is a wise decision.

Once the fi nal rates are determined, the actuary must fi le the rates with the state department of 
insurance and, for plans sold on the Exchanges, with the federal government.  In the rate fi ling, the 
actuary has to att est that: 

• The rates are adequate
• The rates are not overly conservati ve
• The rates are fair
• The rates and underlying plan designs comply with all state and Federal regulati on

The degree of regulatory oversights varies considerably.  In some states, the health plans can simply fi le 
and use the rates.  In others, there is considerable scruti ny, including public hearings.

Experience Rating
If a health plan deems a group to be large enough to be fully credible, then the health plan relies solely 
on just the group’s past experience as the starti ng point for determining the premium rates.  That 
experience is adjusted in a manner similar to that used for manual rates.  In fact, the adjustment process 
and values are oft en identi cal to that used in the manual rati ng factor.  In some cases, a group may be 
considered parti ally credible, which means that the initi al premium rate is a blend of the manual rate 
and the experience-rated value.

Once the initi al rate is determined, the decision-making process is similar to the one used in determining 
with manual rates, except that the fi nal decision is made by individuals associated with the group rather 
than senior management.  Also, some policy specifi c analyti cs may be done at this phase to esti mate 
expected gains and losses.   

The health plan must fi le rates on a regular basis, but there is no regulatory oversight at the policy level.
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AHP Accountability Index and Health Plan
The Axene Health Partners Accountability Index (AAI) provides a consistent method for measuring how 
well an organizati on’s accountability mechanism meets it obligati ons as defi ned by the Triple Aim:

• Improving the pati ent experience of care (including quality and sati sfacti on)
• Improving the health of populati ons
• Reducing the per capita cost of health care

Our score for health plan rates is   79.2%, based on the following evaluati on of typical practi ces:

Most health plans have an extensive infrastructure designed to ensure that a pati ent’s experience 
is positi ve.  The infrastructure almost always includes on-line informati on about member benefi ts, 
customer service lines to answer questi ons, provider quality requirements, reporti ng, and member 
sati sfacti on surveys.  Although the infrastructure is there, members are not enti rely sati sfi ed with the 
results.  For example, according to the 2017 J.D. Power Member Health Survey1 25% of members are 
unsati sfi ed with the coordinati on among health plans and providers.  This presents considerable growth 
opportuniti es for health plans willing to invest in improving their member experience infrastructure.

Similarly, most health plans have an infrastructure in place to improve populati on health through 
educati on and direct care.  In some cases, a program may be available only to members.  For example, 
a health plan may send out reminders to its members to receive a physical, mammogram or other 
preventi ve care.   In other cases, a health plan may provide services to the local community through a 
foundati on.  Although these programs play an important role in improving the health of a populati on, 
there is considerable overlap between various eff orts both inside a health plan and between health plans 
and other populati on health providers.  We recommend health plans use the considerable data at their 
disposal to determine ways to improve the eff ecti veness of their programs and to opti mize resources.

We ranked the cost of care category higher than the other two categories because health plans not only 
have a strong rate-making infrastructure in place, but there is also considerable internal and external 
oversight.  That said, the overall cost of care is higher than most policy holders want to pay.  More 
sophisti cated health plans regularly review opportuniti es for lowering cost using methods like the AHP’s 
24 Lever model2.  One note.  It is not only the overall cost level of health care that creates a problem 
for members, but also the year over year increases which may put health care out of reach at least for 
a while.  Again, we recommend that health plans improve their analyti cal capabiliti es in an eff ort to 
minimize unnecessary swings.

Triple Aim Category Weight Rati ng Descripti on

Pati ent Experience 0.333 75.0% The next step is to accept ownership and responsibility

Populati on Health 0.333 75.0% The next step is to accept ownership and responsibility

Cost of Care 0.334 87.5% Apply known soluti ons to predicti ve tasks and challenges

Overall 1.000 79.2%
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Conclusions
Although health plans are generally well-run, there are sti ll considerable opportuniti es to grow the 
bott om line, reduce the cost of care, and improve the pati ent experience.  To some extent this can 
be done through on-going reviews of the process underlying the health plans infrastructure.  More 
importantly, health plans have considerable data that can be mined to address key issues.

1http://www.jdpower.com/sites/default/fi les/2017065.pdf
2http://axenehp.com/the-24-lever-model-lowering-insurance-premiums/
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Introduction
In the debate around healthcare reform or in conversations about what’s wrong with the U.S. healthcare 
system, public health rarely earns a mention. Insurance companies, hospital systems, providers, 
pharmaceutical companies, government, and individuals all seem to contribute to the problem in one way or 
another – where does public health fit in? And really, what does “public health” even mean and what types 
of services does it span?

Accountability:  Public Health
By Bethany McAleer, FSA, MAAA
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This arti cle will explain the broad set of roles and responsibiliti es of public health in general – how it 
touches you and me, and how it infl uences the state of health in our country. This arti cle will also take 
a closer look at public health operati ons – how it is funded, who determines how money is spent, and 
what mechanisms hold public health accountable to improve populati on health. 

Roles, Responsibilities, and Impacts of Public Health

Defi ning Public Health
Before we can begin to understand the complicated web of funding and determinati on of prioriti es 
of public health, we need to have a grasp of both its goals and its span of services. Public health 
fundamentally promotes and protects the health of people and their communiti es. While most of the 
U.S. healthcare system is devoted to treati ng people who are already sick, public health focuses on 
keeping people healthy. The three primary ways in which public health systems infl uence our lives are 
(1) through the development of community programs, (2) through advocati ng for health- and safety-
promoti ng policies, and (3) through disseminati on of evidence-based informati on.

Span of Services
When we think about our health, we oft en focus on diet and exercise alone, and overlook other 
signifi cant infl uences. There are many social and environmental factors that have a big impact on both 
our health and our ability to make healthy choices. Some of these factors include: income, educati on, 
race, family/support networks, working conditi ons, living conditi ons, community safety, and stress levels. 
Public health organizati ons must consider and infl uence all of these elements. A few examples of the 
broad array of public health acti viti es include:

• Protecti ng communiti es from the spread of infecti ous disease through vaccinati ons, educati on, and 
medical research/advancements 

• Creati ng and monitoring standards around environmental contaminants (lead exposure, safe 
drinking water, air polluti on, etc.)

• Educati ng the public on harmful eff ects of drug, alcohol, and tobacco use and developing support 
programs for those struggling with substance abuse

• Advocati ng for safe communiti es by researching and lobbying for programs and policies that reduce 
gun violence and create safe infrastructure for walking/bicycling (to work, to school)

• Promoti ng policies that make healthy choices accessible and aff ordable (e.g., school lunch programs)

Impacts on Populati on Health
When you start to think about health status as being infl uenced by all aspects of our lives, you begin 
to understand that healthcare itself is only a small part of what contributes to individual or populati on 
health. Yet, in the U.S. we put almost all of our healthcare money towards the treatment of conditi ons 
vs. preventi on – less than 5% of total healthcare expenditures are spent on public health.
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According to one study, the U.S. could save a signifi cant amount of money ($16.5B over fi ve years, in 
2004 dollars) on healthcare costs if we were to invest as litt le as $10 per person into “evidence-based 
programs that improve physical acti vity and nutriti on and lower smoking rates in communiti es” (Levi, 
Segal, & Juliano, February 2009). Those savings come in the form of preventi ng the development and 
managing the progression of costly chronic illnesses. Another study shows that for each 10% increase 
in strategic local public health spending, infant mortality rates and deaths due to cancer, diabetes, and 
cardiovascular disease decrease by 1-7% (Mays & Smith, July 2011). 

While there are studies out there showing the potenti al fi nancial benefi ts that would come from 
spending more on public health, much of the reason for lack of investment in this area is a lack of clear, 
or clearly communicated, informati on on the ROI (return on investment) of specifi c preventi ve and 
health-promoti ng acti viti es. Public health insti tuti ons would greatly benefi t from policymakers and other 
key stakeholders in the healthcare industry having a bett er understanding of how to curb long-term costs 
through the expansion of health-promoti ng programs.

Structure, Funding, and Spending of Public Health

The public health system in our country is, in the simplest terms, complicated and inconsistent. There are 
various levels and many branches of public health, but for a basic overview let’s break it up into Federal, 
State, and Local (community) programs and funding. 

Federal
Federal public health agencies, such as the Centers for Disease Control and Preventi on (CDC), are 
fi nanced by federal discreti onary funding, which essenti ally means that any money set aside for public 
health spending cannot be allocated without congressional approval. Direct federal spending on public 
health is typically focused on disaster relief or miti gati on (e.g., Hurricane Katrina, H1N1 fl u pandemic). 
Most of the federal money set aside for public health is allocated down to states and localiti es 
categorically, which means that the federal government has already prescribed how that money must be 
spent (e.g., $X for WIC, $Y for Infecti ous Disease, etc.). The rest of the money is allocated down through 
block grants, where states and localiti es can request funding for specifi c programs/services. 

State
State health departments (SHD) are fi nanced through a combinati on of federal funds (through grants 
and categorical allocati ons, per above), general state funds, Medicare/Medicaid, and public health fees/
fi nes. However, since “general funds” cover a wide variety of public services, public health enti ti es are 
competi ng with educati on, law enforcement, etc. for that money. The proporti on of funding that comes 
from these four areas varies widely by state, but federal funding makes up the majority.

Receiving a signifi cant porti on of funding through federal categorical allocati on oft en causes many State 
Health Departments (SHD) to develop programs based on what is funded rather than what is needed – 
i.e., this money is not able to be used at the discreti on of the SHD, based on their state’s specifi c needs. 
Funding through block grants is more tailored to specifi c needs, but the money received through those 
grants must be used for a very specifi c purpose. 
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Local
Local health departments (LHD) get some funding from both federally- and state- allocated funds, but, 
while there is wide variati on in communiti es across the county, generally most of the funding for LHDs 
comes from the locality itself – general funds, local taxes, and property taxes. LHDs oft en have more 
fl exibility in how to spend their money than SHDs do.

Funding is a real challenge for public health systems at all levels. Funding streams are unpredictable, 
are in competi ti on with other public services, and are oft en predetermined as to how they must be 
spent. There is very litt le consistency across states and localiti es with how revenue is allocated to various 
initi ati ves and, due to the complex nature of the funding, there is litt le transparency to the public of how 
public health dollars are being spent. Some of these complexiti es, in additi on to heavy administrati ve 
and reporti ng burdens, also contribute to the diffi  culty of performing accurate analyses of program 
outcomes.

AHP Accountability IndexTM (AAI) and Public Health

Rati ng accountability for public health is not a straightf orward task. While public health enti ti es no 
doubt have a great deal of focus on improving all three aspects of the Triple Aim (pati ent experience, 
populati on health, cost of care), they are oft en constrained in reaching their full potenti al by 
infrastructure, administrati ve, and funding challenges. Who should be held accountable for addressing 
those limitati ons? Is it the responsibility of public health organizati ons to simply do the best with what 
they have, or should those organizati ons move beyond that mindset? And what is “the best”? Who 
should be determining the prioriti es and investments of various public health enti ti es?

In reality, every diff erent public health system will rate diff erently. Some will fall more into the “make 
excuses” mindset when it comes to administrati ve burdens and funding shortages. They will take their 
allocated funding and use it as prescribed and do the best with what they have left  to meet community 
needs. Others will embrace their role as an advocate for the public’s needs, take full responsibility 
for improving the welfare of their communiti es and come up with innovati ve soluti ons in the face of 
signifi cant challenges.

With those considerati ons in mind, the following chart summarizes the author’s assessment of AAI for 
public health’s responsibility to each of the Triple Aim issues. 

Triple Aim Category Weight Rati ng

Pati ent Experience 0.333 62.5%

Populati on Health 0.333 75.0%

Cost of Care 0.334 37.5%

Overall 1.000 58.3%
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Public health enti ti es generally have less of a focus on the cost of care itself and more of a focus in 
preventi ng the need for care in the fi rst place – reducing costs overall by improving our nati on’s health. 
While funding challenges are not going away, more state and local health departments are committi  ng 
to improving the health of their communiti es even if they don’t have all the resources at their disposal 
that they may like.

Conclusion
Public health is a fascinati ng, complex, and far-reaching topic. This arti cle focused on explaining in 
simple terms what public health is – what are its goals, what is its basic structure, and what are its 
key challenges. While the arti cle touched briefl y on some of the opportuniti es within public health to 
improve our nati on’s populati on health, and therefore our healthcare system, additi onal details on 
various public health initi ati ves (and success stories) are out of scope. There is a “Further Reading” 
secti on included in the Appendix of this arti cle for anyone who is interested in doing additi onal research 
of their own.

At the end of the day, a criti cal acti vity for all public health enti ti es is the disseminati on of accurate 
and persuasive informati on around positi ve program outcomes to those who make funding decisions. 
Policymakers need to be convinced of the fi nancial value of investi ng in public health, for the benefi t of 
us as individuals and as a nati on. Public health has yet to move into the spotlight in healthcare reform 
discussions, but it will become an increasingly important part of any soluti on as U.S. healthcare costs 
conti nue to rise.
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Appendix: Further Reading

GENERAL READING
The websites for each of the organizati ons listed below contain an immense amount of informati on 
related to the work those enti ti es do and how they impact populati on health. 

American Public Health Associati on
htt ps://www.apha.org/

APHA champions the health of all people and all communiti es. We strengthen the public health 
profession. We speak out for public health issues and policies backed by science. We are the only 
organizati on that infl uences federal policy, has a 145-year perspecti ve and brings together members 
from all fi elds of public health.

Centers for Disease Control and Preventi on
htt ps://www.cdc.gov/

The CDC is one of the major operati ng components of the Department of Health and Human 
Services. CDC increases the health security of our nati on. As the nati on’s health protecti on agency, 
CDC saves lives and protects people from health threats. To accomplish our mission, CDC conducts 
criti cal science and provides health informati on that protects our nati on against expensive and 
dangerous health threats, and responds when these arise.

SPECIFIC TOPICS
The specifi c websites listed below showcase some of the eff orts of various public health enti ti es, in 
order to provide a small window into the many populati on health improvement opportuniti es. I have 
also included one study done by The Commonwealth Fund showing how the U.S. compares to other 
countries on a variety of metrics that can be infl uenced through public health systems.

Generati on Public Health
htt ps://www.apha.org/what-is-public-health/generati on-public-health

In the U.S., where you live, your income, educati on, race and access to health care mean as much 
as a 15-year diff erence in how long you will live. Equally shocking: studies show that even wealthy, 
highly educated Americans with access to quality care suff er a health disadvantage to peers in other 
high-income countries. That’s why APHA created Generati on Public Health. 

Healthy People 2030
htt ps://www.healthypeople.gov/2020/About-Healthy-People/Development-Healthy-People-2030

Every decade, the Healthy People initi ati ve develops a new set of science-based, 10-year nati onal 
objecti ves with the goal of improving the health of all Americans. The development of Healthy 
People 2030 includes establishing a framework for the initi ati ve (including the vision, mission, 
foundati onal principles, plan of acti on, and overarching goals) and identi fying new objecti ves.
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Healthiest Citi es Challenge – Success Stories
htt p://www.healthiestciti es.org/resources/success-stories

The Healthiest Citi es & Counti es Challenge is a partnership between the Aetna Foundati on, the 
American Public Health Associati on and the Nati onal Associati on of Counti es, and is administered 
by CEOs For Citi es. The partnership empowers small to mid-size U.S. citi es and counti es to create a 
positi ve health impact. This link highlights some of the success stories seen to-date.

Mirror, Mirror 2017: Internati onal Comparison Refl ects Flaws and Opportuniti es for Bett er U.S. Health 
Care by Eric C. Schneider, Dana O. Sarnak, David Squires, Arnav Shah, and Michelle M. Doty
htt p://www.commonwealthfund.org/interacti ves/2017/july/mirror-mirror/

The Commonwealth Fund provides an analysis of U.S. healthcare compared to other developed 
nati ons across key performance metrics, including health equity and health outcomes. Included on 
the site are interacti ve graphics showing how the U.S. stacks up.
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“We have met the enemy and he is us.” – Walt Kelly, Pogo

Introduction
The general consensus is that the U.S. health care system is too expensive, provides less than desired levels 
of quality, and does not effectively cover enough of the country’s population. While deficiencies in quality 
and coverage aspects of the system are pressing concerns. The escalating cost of the U.S. health care system 
is a threat to the federal government’s ability to meet its future fiscal obligations.

Accountability:  The General Public
Joe Slater, FSA, MAAA
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For example, to put Medicare on a sustainable path given current levels of spending and life expectancy 
would require a 15% payroll tax, according to the Aff ordable Care Act’s (i.e., ACA) architect and MIT 
health economist Jonathan Gruber.1

Richard Nathan of the Rockefeller Insti tute hypothesizes that there are two main approaches to 
reforming the U.S. healthcare system. The fi rst emphasizes government acti on to integrate services 
and in other ways increase the producti vity, quality, and effi  ciency of care.2 The second approach seeks 
to leverage the power of consumers to negoti ate bett er costs, quality, and effi  ciency in the U.S. health 
care system.3 While it is beyond the scope of this arti cle to debate the positi ve and negati ves of either 
approach, it is fair to say that they both have promise. Both approaches also have in common the need 
to obtain “buy-in” and support from the general public. A consumer-directed approach would need the 
acti ve and enthusiasti c involvement of the public acti ng as consumers to work. Likewise, a provider-value 
approach, would require the acceptance, or at least acquiescence, of the general public in regards to 
limits on provider access and consumer choice. 

A health care reform eff ort not supported by the public will fail for practi cal, economic, and politi cal 
reasons. For example, the broad implementati on of managed care practi ces in the U.S. in the 1990s 
led to a signifi cant slow-down in the rate of increase in the cost of care in the U.S.4 Unfortunately, 
the general public and most health care professionals were not happy with managed care practi ces. 
In response to provider and consumer dissati sfacti on, many managed care organizati ons dropped or 
loosened the business practi ces that allowed them to successfully control the cost of the care, i.e., 
provider risk contracti ng, limits of pati ent access to providers, and uti lizati on management practi ces. The 
pullback on successful managed care practi ces led to a signifi cant rebound in the rate of increase of the 
cost of care by the early 2000s.5 

To date the general public has not shown a great deal of enthusiasm for accepti ng any real responsibility 
or limits when it comes to health care spending in the U.S. This will need to change regardless of the 
route health care reform takes in the future. Simply put, the status quo is not sustainable, and the 
American public must balance its expectati ons when it comes to access, quality, and cost to ensure that 
we meet our goal of universal high-quality aff ordable health care in the country. 

The General Public and Health Care Access
Even with the implementati on of the ACA, almost 30 million people living in the U.S. did not have any 
health insurance coverage for the enti rety of 2015.6 As a result, there conti nues to be a strong push 
to provide universal health insurance coverage in the United States. With the failure of congressional 
Republicans to repeal and replace the ACA in early to mid-2017, 57% of Americans now support a 
single-payer approach, under which all Americans would receive health care coverage from a single 
government-sponsored plan.7 However, the same poll shows that support for a single-payer plan declines 
to 34% if enactment of the plan would require Americans to pay more in taxes.8

Is it possible to provide a single-payer health plan in the U.S. without raising taxes? According to a 
research report released by the Urban Insti tute in May 2016, the answer is “no”. During the 2016 
presidenti al electi on campaign, Vermont Senator Bernie Sanders, then a presidenti al candidate, released 
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a plan for a single-payer health care system in the U.S. The Urban Insti tute found that Senator Sanders’ 
plan would increase federal government expenditures by $2.5 trillion annually, and total nati onal 
healthcare spending by $518.9 billion a year.9 Senator Sanders’ proposal called for 2.2% income based 
tax on individuals, a 6.2% payroll tax on employers, and other increases in the estate, capital gains, and 
income taxes of higher-income taxpayers.10 These taxes would raise approximately $1.4 trillion annually, 
leaving about $1.1 trillion per year of Sanders’ plan unfunded by the Urban Insti tute’s esti mate.11 Just 
funding the incremental increase in total annual nati onal healthcare spending of $0.5 trillion would cost 
each of the 325 million people living in the U.S. over $1,500 per year.

The General Public and Health Care Quality
Notwithstanding the claims of some health care experts, the vast majority of Americans rate the quality 
of the health care they receive as excellent or good.12 Additi onally, polls show that Americans are very 
protecti ve of the quality of the health care they receive. A Cato Insti tute/YouGov survey conducted in 
February 2017 showed that 77% respondents favor the ACA’s protecti ons for persons with pre-existi ng 
conditi ons.13 However, when asked if they would favor the ACA’s protecti ons if those protecti ons caused 
the quality of health care to worsen, only 20% of respondents (a 57% swing!) would sti ll do so.14 

One idea to control health care costs is the implementati on, in one form or another, of price controls. 
The theory of price controls might be more popular with the general public than health care economists. 
Signifi cant majoriti es of Americans favor price controls on drug and device manufacturers, hospitals, 
and doctors (73%, 70%, and 63%, respecti vely).15  However, health care price control measures have 
historically had an unfavorable impact on the quality care delivered by professional providers. During the 
1970s and 1980s, many states experimented with hospital rate setti  ng (i.e., price controls on hospital 
services). A 1988 study in the New England Journal of Medicine found that states with the most stringent 
hospital rate setti  ng regulati ons had actual to expected mortality rates 6% higher than states with less 
stringent hospital rate setti  ng regulati ons.16 Other countries also use price controls to deleterious eff ect. 
For example, Japan currently uses price control regulati ons to set prices for services accounti ng for 95% 
of hospital and physician revenue.17 These price controls have led Japanese health care professionals 
to focus on providing a higher relati ve volume of less-expensive and lower intensity services, and a 
lower relati ve volume of more expensive, higher intensity services. As a result, the quality of the more 
expensive, higher intensity services in Japan lags the quality of those same services provided in other 
countries. For example, the Japanese are only 25% as likely as Americans to suff er heart att acks, but are 
twice as likely to die from them.18

The General Public and Health Care Costs
Of the three main att ributes of the U.S. health care system (i.e., access, quality, and cost), the general 
public is least sati sfi ed with the cost of the system. A CNN/ORC poll taken in March 2017 showed that 
a signifi cant majority of Americans are generally sati sfi ed with the quality of health care they received 
and their personal health insurance coverage (78% and 68% respecti vely).19 The same poll showed that 
a slight majority (53%) of Americans are generally dissati sfi ed with the total cost of their personal health 
care, including health insurance premiums and other expenses, and a substanti al majority of Americans 
are generally dissati sfi ed with the total cost of health care in the U.S. (84%).20
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While the general public appears to be unhappy with the cost of the U.S. health care system, they favor 
public policy measures that would most likely increase the overall cost of the system. For example, 
according to the same CNN/ORC poll menti oned earlier, 87% of Americans want to maintain the 
protecti ons off ered to people with pre-existi ng conditi ons under the ACA (I.e., guaranteed issue and 
community rati ng).21 However, the same poll found that only 50% wanted to keep the ACA’s individual 
mandate requiring everyone to purchase insurance.22

Pre-existi ng conditi on protecti ons without an individual coverage mandate will lead to lower enrollment 
and higher prices as the healthy abstain from acquiring insurance unti l they need it, leaving the 
insurance pool with only high-risk (i.e., expensive) parti cipants. For example, the state of New Jersey 
insti tuted guarantee issue and community rati ng requirements without a coverage mandate in its 
Individual health insurance market in the mid-1990s. Between 1996 and 2001, enrollment in New 
Jersey’s Individual health insurance market dropped from 186,000 to 85,000, the median age of 
enrollees jumped from 41.9 to 48.4 years, and the premiums increased between 48 percent and 155 
percent, depending on the plan.23

Conclusion
With the rising cost of care, the increased focus on health care quality issues, and the large number of 
uninsured, further reform of the U.S. health care system appears inevitable. However, the success of any 
workable reform program requires the acceptance and support of the general public.

Current polling suggests that the American public believes that it will have to make few, if any, sacrifi ces 
to reform the U.S. health care system. In reality, something has to give. To make universal, high quality, 
and aff ordable health care a reality in the U.S., a balance will have to be met between cost, quality, and 
access since opti mizing all three at the same ti me defi es the laws of economics.

For too long the American public has been a passive and criti cal parti cipant rather than an acti ve 
stakeholder in the U.S. health care system. By ignoring basic economics and entertaining pie-in-the-
sky fantasies disseminated by politi cians on both ends of the politi cal spectrum, the general public has 
convinced themselves that there is a free lunch in health care. No free lunch has, will, or can exist, and unti l 
the American general public comes to accept this basic reality and understand that sacrifi ces will need to 
made by all parti es, the vision of meaningful and lasti ng health care reform will never become a reality.
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On the AHP Accountability Index (i.e., AAI), I score the general public’s accountability in regards to 
the U.S. system to be very low. I believe that the general public is essenti ally unaware of the role that 
they play in the U.S. healthcare system. As a result, the American general public is the most signifi cant 
impediment to any meaningful and permanent reform. Therefore, I assign the general public the lowest 
possible AAI score: “No Accountability/Unaware”.
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