Il

How It’s Made

Adam Zolotor, MD, DrPH
UNC Department of Family Medicine
NC AHEC
2/7/2024

UNC

SCHOOL OF MEDICINE




I BN

SCHOOL OF MEDICIN

Outline

Why is it so expensive?
Who pays for health care?
» Basics of Medicare, Medicaid
Why is it so confusing?
Why are outcomes unequal?

» Racial and ethnic minorities
» Rural
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Why is it so expensive?
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Health expenditures as percent of GDP, 1970-2022
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Motes: Data from 2022 for Australia, Belgium, France, Japan, Switzerland, and the U.5. are estimated. Data from 2022 for Austria. Canada, Germany, the Metherlands, Sweden and the United Kingdom are
provisional. Data for Australia is unavailable in 1970. Data for France from before 1990 1s not available. Data from Germany prior to 1992 refers to West Germany. Data for Germany is not available for 1991. Data

for the Metherlands is unavailable in 1970 and 1571.

Petarson-KFF
Source: KFF analysis of OECD data - Get the data « PNG Health System Trad(er
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Exhibit 9. Select Population Health Outcomes and Risk Factors
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Percent of pop. Percent of pop.

Infant mortality, age 65+ with two | Obesity rate | (age 15+) who are Percent

Life exp. at per 1,000 live or more chronic (BMI>30), daily smokers, of pop.

birth, 20132 births, 20132 conditions, 2014 20132¢ 20132 age 65+
Australia 82.2 3.6 54 28.3¢ 12.8 14.4
Canada 81.5e 4.8¢ 56 25.8 14.9 15.2
Denmark 80.4 3.5 — 14.2 17.0 17.8
France 82.3 3.6 43 14.54 24,14 17.7
Germany 80.9 3.3 49 23.6 20.9 21.1
Japan 83.4 2.1 — 3.7 19.3 25.1
Netherlands 81.4 3.8 46 11.8 18.5 16.8
New Zealand 81.4 5.2¢ 37 30.6 15.5 14.2
Norway 81.8 2.4 43 10.04 15.0 15.6
Sweden 82.0 2.7 42 11.7 10.7 19.0
Switzerland 82.9 3.9 44 10.34 20.44 17.3
United Kingdom 81.1 3.8 33 24.9 20.0¢ 17.1
United States 78.8 6.1¢ 68 35.3d 13.7 141
OECD median 81.2 3.5 — 28.3 18.9 17.0

2 Source: OECD Health Data 2015.

b Includes: hypertension or high blood pressure, heart disease, diabetes, lung problems, mental health problems, cancer,
and joint pain/arthritis. Source: Commonwealth Fund International Health Policy Survey of Older Adults, 2014.

¢DEN, FR, NETH, NOR, SWE, and SWIZ based on self-reported data; all other countries based on measured data.

42012, ©2011.
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Hospital and physician services represent half of total health spending

Relative contributions to total national health expenditures, 2017

_ Home Health
T Care (3%)
_ljlrsing Care
5%
Physicians &
Cl
Source: Kaiser Family Foundation analysis of National Health Expenditure [NHE) data = Get the data - PNG Peterson-Kaiser

Health System Tracker



Who pays NC 2020

$94 .5 Billion
17.7% GSP
$8915 per person

Medicare,
Employer 26.8
sponsored,
43 1

MA 31% of Medicare
Medicare FFS 69% of

] Medicaid, 30.2
Medicare v
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US 2022

$4.5 trillion
17.3% GDP
$13,493 per person Pocok:i,o1f1%

TPA plans (61% of
employer sponsored
plans) ESl/private,

29%

Medicaid,
18%

MA 51%
Medicare FFS 49%
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Use of Technology? Rx Drugs

« Compared to same counties:
» More MRI scanners than any other county except Japan.
* More MRI scans per capita than any other county.

» More CT scanners than any other county except Japan and
Australia

* More CT scans per capita than any other county.
» More PET scanners than any other county except Denmark

* More PET scans per capita than any other county except
Denmark

« Highest number of prescription drugs per capita for adults
(2.2, tied with N2Z).



A case study in semiglutide (aka
Wegovy and Ozempic)

Effective anti-obesity drug.

Indicated for people with a BMI > 30.

39.6% of US adults are obese.

Should health plans cover semiglutide for obesity?

2/12/2024 10



Case study continues

¢ Cost $1349/month or $16,188/year
« 258 million adults.

» Total potential cost: 4.2 trillion. (recall total US
expenditures $4.5 trillion).

2/12/2024

11



UNC

SCHOOL OF MEDICIMNE

[l

Exhibit 7. Prices for Hospital and Physician Services,
Pharmaceuticals, and Diagnostic IImaging

Total hospital and physician osts, Price comparison for
2013 | Biagnostic imaging prices, 2013° i -parteat
T soan pharmacewticols, 2010
Bypass surgery  Appendcchonry MRI [abdomen) (U.5 sef 1o T00)"
Australia $41,130 £5,177 £350 £500 49
- { - ! — i — ! wor ! »
Fromee = —_ —_ = i1
Germany - - . o 95
HNeotherlands $15, 742 54,995 L2 1Y) 219 e
New Iealand §40,163 §6,545 §1.005 ™ —
Swilzriand $35,500 §9,345 $138 412 2B
R i - i — ! — ! — i .
United Stotes £75,345 £13.%10 51,045 LB (L

@ Bawrge: besarnoticesd Faderasian of Health Fleee, 70013 Camparasive Prics Baport,

¥ Mumbere whaw price indices far o bavket af in-patent phaormaseaticade in sock cawesrp lowsr pumbers indinte lawer prices. Sourcs) P Banavor,
B, Pervares, 5. Vanderas ef al., “Hegher U5 Brasded Drivg Prices asd Spending Compared sa Diher Countries Bay Ssem Partly lres Quak Uptatke
af New Drege,” Aesid 45, Apedl 30013 3304075351,
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Hja“'t“' e AP SWIZ METH  SWE AUS

agjustedi 74.9 731 ?2.6 ?2.3 72.2 72.0 71.9 ?1 4

expectancy™®

Generalist

physicians' us GER CAN UK JAP FRA NETH  AUS

compensation 218,173 154126 146,286 134671 124,558 111,769 109,586 108,56

(in US$)

Total

pharmaceutical US SWIZ JAP UK FRA DEM GER CAM

spendingper 1,443 939 837 779 697 675 667 613

capita (in US$)

Spending on

governance/

?ﬂdsr‘;'?ji:ﬁgfanl us GER NETH SWIZ CAN  AUS UK SWE
- 8 5 4 4 3 3 2 2

national health

care

expenditures
L]

Papanicolas, 2018, Commonwealth
Fund
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Exhibit 8. Health and Social Care Spending as a Percentage of GDP

Percent

40 - .
[0 Health care M Social care

30 -
21
20 - 15
10 -
16
12 12 11 11 12 9 8 9
0 I I I I

FR SWE SWIZ GER NETH US NOR UK NZ CAN AUS

Notes: GDP refers to gross domestic product.
Source: E. H. Bradley and L. A. Taylor, The American Health Care Paradox: Why Spending More Is Getting Us Less, Public Affairs,
2013.
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Healthy NC 2030

Health Outcomes (Task Force selections)

1. Inffant mortality Health Behaviors
2. Li t
1e expectancy Tobacco use

2. Drug overdose deaths
e —— 3. Teen birth rate Clinical Care
A emeen 14 Sugar-sweetened beverages |- Uninsured
5. HIV diagnosis 2. Early prenatal care  Social & Economic Factors
6. Excessive drinking 3. cPlriinnircail‘_;)(1 = 1. Families < 200% FPL
4. Suicide rate & éfg:ﬁ%%gggldhooc'

3. Unemployment
4. 3rdgrade reading
5. Incarceration rate Physical Environment
6. Short-term suspension - Severe housing

problems

2. Limited access to
healthy food

3. Access to exercise
opportunities



[l

UNC

SCHOOL OF MEDICIMNE

Value Based Care

Value-based Payment (VBP) Models

Performance
Based
Contracts (PBC)

Primary

Care
Incentives

Performance-
based Programs

Capitation
+ PBC

Shared
Risk
Savings
Bundled

Episode
Payments

Accountable Care Programs

Centers of
Excellence

Degree of Care Provider Integration and Accountability

£\ 30 Years of Medicaid Innovation
Our first care is your health care
Anzona Health Care Cost Containment System

“Reaching across Arizona to provide comprehensive quality
health care for those in need"
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Move to Value

 |s this a euphemism for capitation”? How is this different
from managed care of the 80's?

» Quality is a bedrock of payment---not simply decreased cost
«  What will this look like for the provider?
» Transitions are difficult

» Increased support for care management/disease
management/population health

» Productivity should not be measured by in person visits.
New role for virtual visits (synchronous and asynchronous).
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Federal Medical Programs

Medicare
« Administered federally

 Persons 65+ or disabled,
kidney failure, ALS

* Rx medications — mostly not
included until 2006

- Part A — hospital care and
what follows

« Part B — outpatient benefits,
including physician visits —
covers 80% of “allowable”

Medicaid

Administered by states; with
federal matching funds

For people with low incomes
who are deemed “categorically”
eligible

Prescription medications
included

Extension of post-partum
benefits

Medicaid expansion



Medicare basics

Federal program.

Administered by CMS (Centers for Medicare and
Medicaid).

Insurance for those 65 and up, people with disabilities,
ESRD, and ALS if you or spouse have worked for 40
quarters.

Alphabet soup (A, B, C, D)

Traditional Medicare versus Medicare Advantage



Who pays for Medicare

Mostly taxpayers (1.45% payroll tax) for part A

Beneficiaries (25%) and taxpayers (general funds) for part
B ($144.60/month for most taxpayers)
Part A coverage kicks in after $1409 deductible.

» Covers inpatient, up to 100 days skilled nursing home for
rehab, home health, hospice

Part B covers 80% of ‘allowable’ after $198 deductible.
100% of preventive services.

» Outpatient services, home health, labs, DME, ambulance

Part D covers 75% of medicines after $435 deductible up
0 $9,719, than 95%

Tons of idiosyncrasies! Tons of plans!
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Figure 7
Sources of Medicare Revenue, 2018

<1% B General revenue

B Payroll taxes
¥ Premiums

B Transfers from
states

m Taxation of Social
Security benefits

W Interest
B Other
1% 1%
194 1% 0.1%

TOTAL Part A Part B Part D
$755.7 billion  $306.6 billion  $353.7 billion  $95.4 billion

NOTE: Data are for the calendar year.
SOURCE: KFF analysis of Medicare spending data from 2019 Annual Report of the Boards of Trustees of the Federal KFF
Hospital Insurance and Federal Supplementary Medical Insurance Trust Funds, Table ILB1 SN A
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And so what is Medicaid?

* Medicaid is insurance for people that are medically
impoverished AND meet a categorical definition.

[l

2023 represents-Medicaid

Income Eligibility for Medicaid/CHIP (% expansion population in black
FPL)

2022 one-year post-partum

250
200

150
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Medicaid basics

» Insurance program for those with low income and meeting
another categorical eligibility criteria (children, pregnant
women, disabled or elderly adults, adults with dependent
children). Does not cover undocumented immigrants.
(except presumptive eligibility and emergency Medicaid)

» 2.9 million North Carolinians FY 22

» $20.3 million FY 22

» Joint Federal/State program. FMAP (Federal match) varies
by state. NC 65%.

» $1in 5 in health care system
» $1in 2 in long-term services and supports
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Medicaid

« Transformation versus expansion

» Transformation was transition to managed care (still ongoing
for some populations).

» Expansion refers to enlarged pool of potential Medicaid
beneficiaries to adults that are below 138% of the federal
poverty level (non-pregnant, non-elderly, non-disabled, and
without dependent children). Expansion 12/1/23. Immediate
transition of income qualifying beneficiaries on family
planning Medicaid to full Medicaid (300,000). Potential up to
600,000
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Covered services

Doctors and clinics

Lab and radiology

Hospitals

PT, OT, SLP

Prescriptions

Vision and hearing

Dental and orthodontia (for children)
Podiatry

Optional services in italics

Nursing Home Care

Home health

Personal Care Services
DME, orthotics, prosthetics
Behavioral health

Medically necessary services for
children < 21.




Why is it so confusing

* You referred me to for a colonoscopy, | got a bill and now
I'm told you referred me out of network. | have a bill for
$2000! What are you going to do about it?!

« | scheduled a physical, why did | get a copay? (Medicare)
 Who do | call if | don’t understand my EOB or bill?
* Why did | get sent to collections?

« | was told that federal law requires coverage for
complication of my post mastectomy reconstruction. Why
is my bill $14007?

2/12/2024 26



Health inequity
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Health Outcomes — Infant mortality

Desired outcome:
Decrease infant B Curror )| por 1,000 liv births

Black/White Disparity

1 Black/White Disparity
mortality bty ratio: 1.5

I n d i Ca to r d efi n i t i O n " Note: The disparity ratio for American Indian and white infant mortality in 2017 is worse than for African Americans,
L]

however the large disparity ratio between whites and African Americans is persistent across time and has therefore been
R t f . f t d ‘t h chosen as a specific target.

" " Indicator: Infant Mortality Rate
pe r 1 y O OO I Ive b I rth S . Number of all infant deaths within the first year of life (per 1,000 live births).

Infant Mortality Rates Across Populations
Total Population Race/Ethnicity Sex Poverty Level
At or
Current | Target 200-399%| 400%+
(2017) |(by 2030) w B/AA H/Lx A/PI Al Other Male Female | Below e .

200% FPL

Infant Mortality Rate Forecast Line

7.1 6.0 5.0 12.5 5.7 3 12.6 6.7
Disparities: Distance from Target (rate per 1,000)

11 10 | 65 | 03 | * | 66 | -07 ] | |

O P N W R OO N ® W

200720082009201020112012201320142015201620172018201920202021202220232024202520262027202820292030

e \/alu@s === FOTeCast
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Health Behaviors — HIV diagnosis

[l

I . C t: T t:
Desired outcome: Decrease 139por 100000 (| 60 por 100000
H |V rates population population
Indicator definition: Rate of _
. . . Indicator: HIV Diagnosis
new H IV | nfe Ctl on d |ag noses Decrease the rate of new HIV infection diagnoses (per 100,000 population).
. HIV Diagnoses Across Populations
(per 1 OO , OOO popu Iat|0n) Total Population Race/Ethnicity (2017) Gender (2017)
C‘(’;J;';‘t (E;E:ot) w B/AA | H/Lx | A/l | Al | Other | Male |[Female
15.2 6.0 |5.1 455 17.5 5.6 6.9 ¥ 25.1 5.7
S O u rce N C E p | d e m |O | Ogy — _(I;ngspanﬂes: Distance from Targe_toglate| pc:;;ool;oom —

Section

30
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Social & Economic Factors — Third grade
reading

[l

Third Grade Reading Proficiency 2030 Forecast

Desired outcome: Improve third
grade reading proficiency

Indicator definition: Percent of

children reading at a proficient level | ™ o o o o s o i i o
or above based on third grade End

of Grade exams.

Source: NC Department of Public Instruction
Indicator: Third Grade Reading Proficiency

Increase the percentage of children with reading proficiency based on 3rd grade reading End of Grade (EOG) exams.

Third Grade Reading Proficiency Rates Across Populations
Total Population Race/Ethnicity (2017-18) Gender (2017-18) Other Populations (2017-18)

=

E icall
(T2 | VT w B/AA H/Lx A/PI Al Other Male | Female .conomlca Y | Foster Care |Homeless
(2017-18) | (by 2030) Disadvantaged
55.9% | 80.0% | 70.0% | 39.1% | 41.7% | 73.6% | 42.3% | 58.9% 53% 59% 41.4% 40.0% 34.3%

Disparities: Distance from Target (percentage points)

[ & | |

24 10
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Clinical Care — Primary care clinicians

Desired outcome: Increase the
primary care workforce

Indicator definition: Composite ratio
of population to primary care
physicians, nurse practitioners, and
physician assistants. The ratio
represents the number of
individuals served by one primary
care clinician in a county, if the
population was equally distributed

across clinicians.

Source: Area Health Resource File/American Medical
Association; North Carolina Health Professions Data
System - Cecil G. Sheps Center for Health Services
Research

* High interest in community meetings for a general
primary care workforce measure

Current: Target:
62 counties with a 1:1,500 ‘ 100 counties meet 1:1,500
primary care provider to provider to population ratio

population ratio OR 25% improvement

Population per Primary Care Practitioner, North Carolina, 2017

®
Camden ® Washington Caswell Anson Warren  Northampton Gates Tymell  Franklin
000 @0 ® o0 % e
0 3000:1 4500:1 6000:1

Population per Primary Care Practitioner

Notes: Primary care physicians, physician assistants, and nurse practitioners are defined as in Spero, J. C., & s H E P s H EA LT H
Galloway, E. M. (2019). Running the Numbers. Morth Carolina Medical Journal, 80{3), 186-180. Physicians with

a primary area of practice of obstetrics/gynecology were welghted as 0.25 of a full-time equivalent (FTE)

primary care praclitioner. All other primary care physicians were weighted as 1 FTE. Primary care physician

assistants, nurse practitioners, and certified nurse midwives were weighted as 0.75 FTE. Physician and woRKFORcE Nc
physician assistant data are derived from licensure data provided by the North Carolina Medical Board. This

analysis only includes physicians who are not residents-in-training and are not employed by the Federal

government. Nurse practitioner and certified nurse midwife data is derived from licensure data provided by the

Narth Carolina Board of Nursing. Data include active, licensed practitioners in practice in North Carolina as of

October 31, 2017. Practitioners are assigned to counties based on primary practice location. County

populations were adjusted for age and gender according to primary care use rates described in data from the

Medical Expenditure Panel Survey. The raw (unadjusted) population data was from the NC Office of State

Budget and Management (https:/www.csbm nc gov/demog/county-projections)
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Your take aways

* Massive part of our economy
- Expense driven by

»

»

»

»

»

»

»

High charges for procedures
High demand

Salaries

Pharmaceutic use and cost
Administrative cost
Insurance

Investment in sick care

« Medicare of for the elderly (& disabled, kidney failure, ALS)
- Medicaid is for those with low income (threshold varies by category)
* Health is determined more by zip code than genetic code

2/12/2024
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