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A Roadmap to Value



Decreasing Cost by Improving 
Quality

1. Anchor yourself to one primary care 
doctor of your choice.

2. Pay providers for the quality not the 
quantity of their care.

3. Establish, measure, and report 
benchmarks of quality medical practice
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Two Options to Manage Health 
Care Costs

Price Cutting Efficiency
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Three Categories of Unnecessary (and 
Frequently Harmful) Spending

1.1.1.1. Inefficient hospitals Inefficient hospitals Inefficient hospitals Inefficient hospitals (Estimate=15(Estimate=15(Estimate=15(Estimate=15----40% of 40% of 40% of 40% of 
hospital spending)hospital spending)hospital spending)hospital spending)

2.2.2.2. Poor management ofPoor management ofPoor management ofPoor management of chronic chronic chronic chronic 
diseasesdiseasesdiseasesdiseases=30%  of health care spending=30%  of health care spending=30%  of health care spending=30%  of health care spending

3.3.3.3. Unnecessary proceduresUnnecessary proceduresUnnecessary proceduresUnnecessary procedures>>>>6% of hospital 6% of hospital 6% of hospital 6% of hospital 
spendingspendingspendingspending



Benchmarks—most of Medicine 
is a Gray Area 

• When to refer to a specialist.
• When to hospitalize.
• Appropriate diagnostic workups with 

malpractice protection.
• When is hospice appropriate.
• Acceptable complication rates.
• Clear indications for procedures. 
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Inefficient Hospitals
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Observed/Expected Post-Operative Pneumonia Rates 
550 Hospitals-American College of Surgeons

Benchmark of Quality=Low Complication Rate
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Poor Management of Chronic 
Disease
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End of Life
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Approach for Reducing Cost and 
Improving Quality

Best Processes
•Determine what 

drives cost in 
low-cost and
high-cost providers.

•Develop a playbook
for quality.

Shared Savings
Payment Experiments
•PCPs across all payers

with management 
support.

•Bundled hospital
and specialist 
payment

Benchmarks of Quality
• Risk Adjustments
• Standard Work-ups
• Standard Treatments
• Acceptable range of

risk-adjusted 
outcomes 
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American Medical Quality System

American Medical
Quality System

Commercial 
Insurers

Self-insured
Employers

Medicaid

Medicare

100
Primary Care 

Clinics

20 Hospitals

Physician-Hospital or
Other Risk-bearing Organizations

•Loaned Start-up
Funds 

•Technical 
Support

•Reports on 
Quality

•Proof of ROI



Decreasing Cost by Improving 
Quality

1. Anchor yourself to one primary care 
doctor of your choice.

2. Pay providers for the quality not the 
quantity of their care.

3. Establish, measure, and report 
benchmarks of quality medical practice
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Unnecessary Procedures
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Coronary Catheter Procedures

• Davenport, IA-23.9

• Alexandria, LA-21.9

• Napa, CA-15.9

• Sioux City, IA-6.8 

• S. Barbara, CA-4.82

• Baton Rouge, LA-7.52
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