Chapter 1: Major Characteristics of
the U.S. Health Care System
First Half

Lecturer: Monika M. Wahi, MPH, CPH



Learning Objectives

At the end of this lecture, student should be able to:

® Name three subsystems of the U.S. health care
delivery system

® Describe at least one way health care delivery is
financed

® Define what an “integrated delivery system” is
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““Health care delivery” and “health services delivery”
These terms can have slightly different meanings, but

in a broad sense, both terms refer to the:
Major components of the system.
Processes that enable people to receive health care.
Provision of health care services to patients.

Primary objectives of any health care delivery system
= To enable all citizens to receive health care services
whenever needed--universal access
To deliver services that are cost-effective and meet certain
pre-established standards of quality.



U.S. in Contrast to
Other Systems

® Most developed countries have national health
insurance programs referred to as “universal
access”.
* This system provides routine and basic health care.

* Itis run by the government, and financed through
general taxes

® By contrast, the U.S. system does not currently
have a national health insurance program that

provides universal access
= All Americans are NOT “entitled” to routine and basic
health care services.
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Textbook Overview

® New textbook as of July 2012 — Affordable Care Act
mentioned

® “Systems Framework” discussed at end of Chapter
1— Second Half lecture — framework for textbook

® Although we say health care “system”, it is not
really a system in that the components are loosely

connected
However, there are many, many components
= What they are and how they are loosely (or more
tightly) connected is the subject of this course
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Subsystems in the U.S.
Health Care System
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Managed Care



Philosophy Behind Managed Care
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Managed Care

® Managed Care is the most dominant health care

delivery subsystem in the U.S.

= Abbreviation “MCO” (managed care organization)

* Available to most Americans
Primary financiers are employers and government

® An MCO is like an insurance company

Employers and the government contract with MCOs to
offer a selected health plan to employees (if an
employer) or Medicare and Medicaid beneficiaries (if

the government).




Financing in MCOs

Capitation: For one set fee per member per month
(PMPM) the MCO promises to deliver all needed health
care services.

Discounted Fees:
* Insurance: MCO assumes risk and acts as an insurance

carrier
Delivery: MCO arranges to provide health care services
to the enrollees--either directly or through contracts.
MCO implements various types of controls to manage
utilization.
Payment: MCO acts as a payer and disburses payments
to providers based on capitation or discounted fee
arrangements.



Terms used in MCOs

® Enrollee
= Refers to a member of the MCO, or an individual covered
under an MCO “health plan”
® Health plan
* A contractual arrangement between the MCO and the
enrollee
= Includes a list of covered health services to which enrollees
are entitled
= Uses selected providers
= Often uses primary care or general practitioners as
“gatekeepers” to specialty providers

® Why all this control over providers and health services?
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Managed Care: Integration of
Functions
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Example: Hennepin Health

® Minneapolis, MN is located in Hennepin County.
Hennepin Health is a health plan administered by
an MCO called Metropolitan Health Plan (MHP).

® |t has alist of selected providers to choose from,
and provides a list of covered care and pharmacy
formulary.

Ty
Hen nepin cOunty! Minnesota SLIb—’I’ib/eP Media | Events | Jobs | Contact | Site Map |Search
2y
u / ey r.‘:J'Z, /1(7/’; 1 U How Do I?
o s 2
Hennepil // . ( Who Is?
/2’/ 52 Where Is?
WA
HOME RESIDENTS BUSINESS PUBLIC SAFETY & LAW GOVERNMENT ABOUT
ARE = Contact
Metropolitan Health
Plan

Hennepin Health

Member Services

to serve the needs of eligible
by age, income, and county

Hennepin Health, administered by MHP, is designed
i ed

Hennepin County residents. Eligibility is determin .I':‘I.etropolitan Health



Military Subsystem



Military Subsystem

® |mportant distinction between current

servicemembers and veterans
= Current servicemembers, their families/dependents, and

certain retired servicemembers are covered by the
TRICARE system
Most veterans (servicemembers who are no longer on
active duty) do not have access to the TRICARE system.
Veteran can opt for using the Veteran’s Administration
(VA) system, or make another insurance arrangement.
A typical Soldier will be in the Army for a 4-8 year
enlistment under TRICARE, then become a veteran and
either opt for or opt out of VA benefits.
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TRICARE

TRICARE members get medical care (including
preventive care) free-of-charge

The following are enrolled in TRICARE:
Active duty military personnel of the U.S. Army, Navy, Air
Force, and Coast Guard.
Certain uniformed nonmilitary services such as
The Public Health Services and
The National Oceanographic and Atmospheric
Association (NOAA).

Includes access to care at Military Treatment Facilities
(MTFs) as well as locations in the community (e.g.,
Newton-Wellesley Hospital)

Financed by the military



The VA Health Care System

Available to veterans (people who used to be in
TRICARE)

Focuses on hospital, mental health and long-term
care.

Is one of the largest and oldest (1946) organized
health systems in the world.

Is to provide medical care, education and training,
research, contingency support and emergency
management for the Department of Defense
medical care system.



VA System Organization

® The VA budgets over $40 billion and employs over
280,000 per year
® Organized into 23 geographically-distributed

Veterans Integrated Service Networks (VISN).

= Each VISN coordinates its own services, and receives its
own funds
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Access to Care?

® |fapersoninthe U.S. doesis not on a health plan
through an employer or the government
(TRICARE, Medicaid, etc.), then how does s/he pay
for health care?

® |[ower socio-economic status individuals, ethnic
minorities, and immigrants more likely to be
uninsured.

® Live in disadvantaged communities and receive
care from “safety net” providers.
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Public Health Insurance

MEDICARE

One of the largest sources
of public health insurance
in the U.S. for elders,
disabled, ESRD

Managed by CMS, division
of DHHS

Covers hospital care, post-
discharge nursing care,
hospice, outpatient,
prescription drugs

MEDICAID

Third largest source of
health insurance in U.S.
Covers 16% of population
Low-income adults,
children, elders, disabled
Also Children’s Health
Insurance Plan (CHIP)

= 1997 Medicaid expansion to

cover more kids

= Physician visits, immunizations,

hospitalizations, ER visits



Safety Net Providers

Not secure. Why?

Provider type and availability vary. How?

Some individuals forego care and seek hospital
emergency services if nearby. Why?

Providers pressured to see the rising number of
uninsureds. Why?

Medicaid, the primary financial source for the
safety net, does not allow much cost shifting.
Implications?



Case-in-Point: Komen for the Cure

® Komen for the Cure known internationally for
fundraising for breast cancer prevention,
treatment, and research

® Public relations SNAFU in February 2012 -
defunded, then refunded, Planned Parenthood

® Puget Sound (Seattle area) Komen reports losing
$750,000 in donations that would go to
mammograms for disadvantaged women
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Integrated Delivery Systems (IDS)

® The hallmark of the U.S. health care industry is that

it aims to deliver health care through IDS

The objective of IDS is to have one health care
organization deliver a range of services.

In reality, it is a network of organizations that
provide or arrange to provide a coordinated

continuum of services to a defined population
Defined populations held clinically and fiscally
accountable for outcomes and health status.

IDS involves various forms of ownership and links
among hospitals, physicians and insurers.



IDS Example: Allina Health in
Minnesota

® Many facilities throughout urban and rural
Minnesota

® Network of hospitals and clinics offering all types
of care, including mental health

® What is the advantage of being a large organization
that offers all different types of health care?
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Long-term Care (LTC)

Consists of medical and non-medical care that is
provided to individuals who are chronically ill or

who have a disability.
= Group homes for autistic adults
* Skilled nursing facilities
= Alzheimer’s treatment units

By 2020, more than 12 million Americans are
projected to require LTC.
How are LTC and IDS connected?



Public Health




Functions of Public Health
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Functions of Public Health

Assuring a
competent and
professional
health
workforce.

Enforcing laws Providing
and regulations people with
to support access to
health safety. necessary care.




Examples in Public Health

® Each year, the Center for Disease Control

coordinates the formulation of the flu vaccine
= Monitors flu strains, does research, makes sure people
have access to vaccine, informs and educates
® Behavioral Risk Factor Surveillance Survey (BRFSS)
is a yearly phone survey to estimate prevalence of

risk factors in the U.S. (e.g., smoking)
= Monitors risk factors, diagnoses/investigates health
problems (growing obesity problem), research, informs
and educates



Conclusion - First half of Chapter 1

® Rather than one seamless system, there are actually
several subsystems that provide health care delivery
in the U.S.

® MCOs are the dominant way in which Americans
access health care providers

® Safety net provisions are put in place for those who
do not have access to health care by way of
insurance through an MCO



Learning Objectives

At the end of this lecture, student should be able to:

® Name three subsystems of the U.S. health care
delivery system

® Describe at least one way health care delivery is
financed

® Define what an “integrated delivery system” is



