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MR. CHRISTENSON: Let’s begin by defining
value as to health care. 

DR. GOLD: I would offer a simple definition,
borrowed from the science of quality man-
agement: Value is quality divided by cost.
Quality is defined as meeting or exceeding
the needs of the customer. Cost is usually
measured in financial terms; it could be
measured in other terms. In health care, 
obviously, we’ve got more than one cus-
tomer, more than one stakeholder, and cost
is equally complicated. Quality divided by
cost equals value. If you think about how
you shop, how you decide what to buy, that
definition describes your behavior.

MR. PUCCI: Value comes from technology,
services, or products that prevent illness
from happening in the first place, an 
example being vaccines, and also prevent
chronic conditions and other diseases from
progressing to more expensive outcomes. 

DR. NICHOL: The discussion about value 
related to cost and quality is absolutely 
critical, but another element associated with
this is perspective. Ultimately, we’ve got to
be able to keep different perspectives in
place at the same time we think about it
within the context of the entire society. 

MR. CHRISTENSON: What are the biggest rea-
sons we have been unable to come up with a
common definition of health care value?

DR. KLODAS: We have competing interests in
terms of what is best for each of the stake-
holders. For insurers, it may be the lowest
cost and the highest profit obtained. For a
patient, it may be access to the latest tech-
nology yesterday. For a physician, it may be
the path of least resistance in terms of get-
ting the patients in and out of the office.
Everyone comes to the table with very dif-
ferent expectations and different needs.
Value definitions vary according to that.

MS. BRUNNER: Another thing that really im-
pacts the discussion about quality is our
health care system. There isn’t a system. It’s
one appendage after another. Therefore, it
would be difficult to come up with a defini-
tion that would go across this “non-system”
for what value is. It really depends on the
lens and when your appendage was added
to the system.

DR. FREDERICK: Another confusing factor is

that we’re not sure who the customer is—
and frequently the people who are paying
the bills are not considered the customer. 
If you’re building a car, you know your 
customer is the person buying the car. In
health care, you may have an employer
group that is paying for it. You may have 
a patient who is consuming it. They may
have misaligned incentives. 

DR. GOLD: I would add a few other factors.
One is a lack of knowledge. Our patients,
while they’re becoming more cost-sensitive
to health care, frequently don’t have the
knowledge—we’re not providing them the
knowledge—to fill out the quality part.
Many patients buy health care like they
would buy sugar or any other commodity.
To Julie’s point, there is really a lot of mis-
alignment in how the various stakeholders
are incentivized to behave and the decisions
they choose. Lastly, the amount of informa-
tion provided consumers and the other
stakeholders is grossly inadequate in terms
of enabling them to make wise decisions to
make the system work better. 

MR. MONROE: One problem is that we tend
to view health care as a commodity and not
as a right. The time has come that there has

to be, not only in Minnesota but nationally,
a sit-down very similar to when John
Kennedy said, “We’re going to put a man 
on the moon,” or Eisenhower said, “We’re
going to build an interstate highway sys-
tem” and, lo and behold, both of those got
done. The driving force in this country has
to shift to quality and value because the
documentation is clear: A true value-driven
equation—the right procedure done at the
right time and correctly—has a net long-
term savings in overall cost. And we have to
realize that as much as the providers need
an income, the insurance companies or the
nonprofits of Minnesota need a positive 
bottom line. 

MR. KENNEDY: Another way of looking at
this as opposed to defining value is to iden-
tify values. What are those values you want
to see reflected in the system? We’ve heard
several of them. Cost relates back to access.
Quality is another one. Transparency. But
the value that’s primary to the system is the
preservation of the physician-patient rela-
tionship. If all stakeholders would agree
that’s where the front line of health care is,
that’s what we have to preserve—quality, ac-
cessibility, everything needs to be reflected
through that prism of maintaining and
strengthening the physician-patient rela-
tionship—that would be a framework from
which you could define an entire system. 

MR. PUCCI: It could start with something we
could all agree on, a common definition of
value around prevention. Then align the 
activities of the health care providers and
how we reimburse them accordingly. Right
now we’re paying physicians like they’re on
a hamster wheel. They’re paid based on the
transaction with the patient. What if we
moved the resources, the same dollar and
actually reimbursed them to do preventive
services and counseling with patients who
are driving the lion’s share of cost in the sys-
tem—people with cardiovascular disease,
diabetes, allergy and asthma, cancer, and
mental illness and depression? Those five
chronic diseases are driving 75 percent of
the health care dollar. If we shifted the dol-
lars toward prevention, that move alone
could turn the tide of health care dollar
growth in the country.

DR. NICHOL: I’m taking a little bit different
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perspective on this. I’ve got a 10-
year-old son. Dealing with my son,
I’ve realized that there’s a 10-year-
old in each of us. What do 10-year-
olds want? They want immediate
gratification, right? When we start
talking about health care, that’s
pretty much the perspective we all
have: We want it and we want it
now. And, while our best approach
would be to think about this within
the prevention context, a relatively
small portion of the 10-year-old
population is going to be interested
in that prevention approach. There
are an awful lot of us who would
just as soon not think about health
care. We would like to access it only
when we actually have to have it,
and we would like that to solve our
problem very, very quickly. We’re
going to start to see different types
of plans depending upon where you
fit in that continuum. If you truly
have an interest in health care,
you’ll gravitate toward an integrated
approach that incorporates the ele-
ments associated with prevention.
If, on the other hand, you look at
the world as an isolated set of deci-
sions, you are going to get a product
that allows you to buy six physician
visits a year, you’re insured against
a catastrophic event of some kind,
and the rest of it you’re not going to
care about. 

MS. BRUNNER: If we could arrive at
some principles or values that over-
arch decisions around health care,
then I’m somewhat optimistic that
you could make decisions that
would be consistent with them. But
it isn’t a single value. It isn’t a single
principle. None of us disagree that
everyone should have health care.
Everyone sitting up here thinks we
should have universal coverage.
However, there are a couple of us
who think the single-payer system 
is not the way to go, and there are
folks who believe that is the only
way to go. To talk about value, we
really need to say there are a series
of values in health care. 

DR. KLODAS: We’re in a “Cat in the
Hat” moment—the mess is so big
and so wide and so tall. Almost
every single aspect of health care
delivery is broken: The patient-
physician interaction is a revolving
door, bills are incomprehensible,
how technology decisions are made.
Physicians are paid for exactly the
wrong thing: We’re paid to do.
We’re not paid to prevent or to
think, which is what our entire
medical training is all about. We

spend 13 years learning how to
think and analyze, then spend the
rest of our careers doing paperwork
that we’re completely unprepared to
manage. We all have a sense of what
value is, but to get there is so over-
whelming that it would be more
constructive to have realistic
goals—a step-by-step approach to
get to this utopia. I don’t know that
defining it helps us get there.

MR. CHRISTENSON: Those who sup-
port a common definition for health
care value—what would you do?

DR. FREDERICK: A quick example. I
was at a meeting at ICSI (Institute
for Clinical Systems Improvement)
regarding medical home. In a group
of about 25 people, 20 were physi-
cians, four were administrators, and
one was a customer/patient. The
most profound statement came
when that customer spoke up and
said, “I don’t understand anything
you’re talking about.” We need to
have more customers figuring out
what quality is and contributing to
the discussion.

MR. KENNEDY: The one chair we 
all share no matter what role we’re
playing at the time is that we’ll ulti-
mately be patients. We’ll ultimately
be consumers of the system. So
wouldn’t you want to design a
health care system that would pro-
vide you quality of care if you were
the patient? And that takes me back
to my earlier point. The one stake-
holder not represented here is gov-
ernment, and its role is both the
payer and the policy creator. Those
values are across the system, but
we’re going to have to at some 
point say, “Which value is primary?” 
Examine it from the patient per-
spective, because we all ultimately
will be patients or a loved one will
be. That is the shared consensus we
could have and the shared under-
standing to define the system.

MS. BRUNNER: We’re completely de-
tached from the cost of health care
in this country. Patients think their
health care costs $15 for a visit and
$20 to get a prescription filled. We
want to engage consumers in terms
of having an understanding of what
health care costs. We want to en-
gage and educate them in terms of
lifestyle choices. We have a huge 
educational opportunity here. 

MR. CHRISTENSON: What does not
work in defining value?  

MR. MONROE: What doesn’t work is
a total reliance on the overall costs
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or the lowest costs. Any way we look at 
the data, we see no empirical relationship
between the lowest cost and the best out-
comes. Somehow we’ve gotten caught up 
in tying costs with quality or value. Health
care is not a commodity. We have to look
overall.

MR. PUCCI: What have we been doing for 20
years? We have been successively reducing
reimbursements to the hospitals. We’ve re-
duced reimbursements to the doctors. It
doesn’t work. The system has to move back
to the physician’s responsibility to do what
is right for the patient.

DR. GOLD: I take issue with the idea that
cost is easy. There has been too much focus
on costs that are easy to measure and not
enough focus on total cost. There is an 
expanding appreciation of the impact of ill-
ness on productivity, both absenteeism and
“presenteeism” inside organizations. Unless
you consider total cost of care and the total
impact of value, you’re being shortsighted.
The other thing Minnesota does well and
should do more often is to ask the question,
“Is the issue we’re facing a time to collabo-

rate or a time to compete?” Stake-
holders frequently don’t give
collaboration an opportunity to
work.

MR. CHRISTENSON:  What are some
differences of opinion among stakeholder
groups about what should be measured, moni-
tored, and reported in working toward a defi-
nition of value in health care?

DR. FREDERICK: Physicians would feel that
the measure of quality would be that their
patients survive longer; they get better care
for their diabetes, etc. Patients, though, 
frequently are looking at a much different
angle. They are saying, “How quickly can I
get in to see my doctor? Why do I even have
to go to my doctor—can’t I get an answer
over the Internet?” Until they truly get ill,
they don’t look at the relationship with the
physician as something that has value. If 
we could establish a better relationship 
between patients and care delivery people,
there would be much better interaction 
before the crises. Then we’ll see more com-
monality in the definition of value.

MR. MONROE: From the employer’s stand-
point, it’s interesting to me that we are start-
ing to get into some of the productivity
discussions. When people are sick and put
off care, it does impact the outcome of the
employer. But from the employer’s side it’s
also, “What is it ultimately going to cost?” I

also look at it from the perspective of the
patient. We have reached the point where
people are not going to the physician when
they should because of how much money it
costs out-of-pocket. We’re witnessing de-
clines in maintenance drugs with an aging
workforce. That tells us people are doing
what they should not be doing. They’re post-
poning the medication. They are cutting
pills. I’ve had more than a few examples
within our own membership in the last six
weeks of people who have ended up in the
hospital or with major psychotic episodes
because they changed their medication and
began self-medication because they felt they
couldn’t afford the prescription. 

DR. KLODAS: You bring up a very important
point: Quality can’t happen if the patient is
not actively involved. As a physician, you’re

writing prescriptions
and you’re giving

patients instruc-
tions on how to
take care of
themselves.
They nod and
walk out of

your office and never fill the prescription.
How is that quality? The quality is broken
down. You can argue at which level it hap-
pened, but you know the care was not fun-
damentally delivered. Getting back to the
cost issue, we physicians are at a breaking
point. Until now we’ve been able to make up
income and the increasing overhead we face
with simply seeing more patients, putting
more people through the door. Most physi-
cians at this point are at their max. They
cannot see, physically or mentally, more pa-
tients. They’re done. Now, instead of sitting
there thinking about ways to help our pa-
tients, we are progressively being distracted
by figuring out ways to pay ourselves.

DR. NICHOL: The economic situation we’re
facing right now is going to change the
rules. The New York Times reported on Oct.

22 that, for the first time in at least a
decade, we saw a drop in the use of pre-
scriptions over the last quarter. These are,
by and large, chronic medications. That is
going to have some profound implications
with regard to the use of other types of serv-
ices that are unfortunately going to be a lot
more expensive. Providers are going to have
to be able to engage discussions with con-
sumers about what they can afford. Given
the fact that the provider is also talking
about what the patient would prefer with re-
gard to the way his or her health care is
being provided, that is a really difficult dis-
cussion to have. We’re on the cusp of a
major change. The ultimate question: How
can we maintain quality growth within the
context of a budget constraint? 

MR. CHRISTENSON: How do health plans look
at this issue of what should be measured, mon-
itored, and reported in working toward a defi-
nition of value?

MS. BRUNNER: Physicians have really
stepped up to use information that is pub-
licly reported to make changes in care deliv-
ery. Every year we’re seeing improvements
around measurements reported on commu-
nity measurement. 

DR. KLODAS: But we’re not rewarded
for that. When we deliver more ef-

ficient care that results in better outcomes
so patients need to see us less, we get paid
less. There is an implicit disincentive in the
system.

DR. GOLD: I was at Blue Cross and Blue
Shield when a lot of pay-for-performance
programs started in Minnesota. A pretty
simple concept of incentivizing physicians
to change their practices and their processes
toward better outcomes broke down very
quickly because of how we rolled it out in
Minnesota. It was an opportunity to collab-
orate that we didn’t seize upon. The other
collaboration effort—around community
measurement—has been hugely successful.
Minnesota is a leader in the United States.

MS. BRUNNER: Bill, I want to make your day.
We just finished an agreement with the
medical association where, if there is a com-
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We’re in a  “Cat in the Hat”
moment—the mess is so big

and so wide and so tall.

Elizabeth Klodas, MD
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munity measurement matrix that is agreed
upon and reported, all of the plans will now
notch their pay-for-performance programs
to that matrix.

MR. PUCCI: I would like to focus on what the
government could do. Look what you’ve
done in Minnesota with making smoking
not cool. You were a leader in the nation for
banning smoking in all public buildings and
restaurants and bars. The state is going to
reap the benefits of that as people continue
to stop smoking and the youth don’t pick it
up as a result of seeing their older peers
doing it. The state could do the same with
obesity. We’re seeing a threefold increase in
the rates of obesity since 1990, even here in
Minnesota. Obesity drives cardiovascular
disease and type 2 diabetes, which are the
top two costs in the system. And 15 percent
of cancers are linked to obesity, as well as
mental illness and depression. So, four of
the top five causes of costs in the system are
linked to that. Why don’t we put physical
education back in school? Why don’t we
change the diet that’s being provided to kids
in school lunch programs? Why don’t we
work on setting examples around weight
and make obesity “uncool” in society? 

MS. BRUNNER: Minnesota’s legisla-
ture passed a whole series of re-

form initiatives last year. One of the
initiatives that has great potential was the
state health improvement plan, which is
specifically directed at reduction of obesity
and tobacco use. I also co-chaired a task
force for a couple of years called Steps to a
Healthier Minnesota, which was the tem-
plate for the state’s obesity prevention plan.
I commend that plan to anyone who wants
to read it. It’s on the state Department of
Health Web site. My biggest concern about
this particular initiative right now is that
we’re going to face a multi-billion-dollar
deficit in Minnesota, and that $47 million
allocation is vulnerable because it doesn’t
have a lot of roots yet. 

MR. KENNEDY: Prevention is a matter of
changing behaviors on a mass scale. When
that does occur, there’s also a cost factor. We

raised the price of cigarettes through state
taxes going up. If you look, over the last six
months, at the change in behaviors with 
respect to driving vehicles and the decline 
of SUV purchases, people engaged in more
energy-efficient activity. It happened be-
cause we reached a tipping point on the
price of gasoline. Our consumers of health
care are not payers of health care. So they
have no impact of the cost of their obesity.

MR. CHRISTENSON: How can we assure all
stakeholder points of view are taken into 
account in defining value? 

MR. MONROE: We tend to start things and
not look to the end. If we can say the end re-
sult is at least getting everybody to agree on
common issues, understand the others, and
then move forward, we’ve accomplished

something. 

DR. KLODAS:
The ultimate
consumer of
health care is
the consumer
—and they are

the least empowered and educated. What
does it mean to go on dialysis? What is that?
What are the costs? What does it feel like?
How much is it going to prolong your life?
To weigh those things and educate folks
about every one of these types of decisions
is incredibly complex, and yet it has to hap-
pen. A very simple example, but it changed
the way I practice: When I was training at
Mayo I saw a 75-year-old patient who had
lung cancer, and it was into his esophagus.
So they were going through the entire
process—the x-rays, the CT scans, the spe-
cialists, the blah, blah, blah, the oncologist,
the surgeon coming in and saying, “OK,
we’re going to take this out, and then you
won’t be able to eat for a while and blah,
blah, blah.” At the very end, I’m sitting there
with him and his wife, and his wife says,

“You know, doctor, Jim’s never been the
same since he had his gallbladder surgery. Is
this much bigger than that?” Faced with the
fact that the patient and his spouse really
had no concept of what was being dis-
cussed, I had to sit back and say, “Let’s talk
about this. Let’s look at what happens if we
do nothing.“ That patient walked out of the
clinic very satisfied at having decided not to
have anything done. But that took a lot of
education and a lot of time. If we’re going 
to get anywhere with reining in this whole
system, we have to have better-educated
consumers. It’s on our shoulders to be sure
they are better educated. 

MR. CHRISTENSON: What are some technologi-
cal advances that can improve the definition of
value in our health care delivery system?  

DR. KLODAS: The electronic medical record
is the sentinel change in delivery of care
that can help ensure value and quality. 
All of the sudden you can communicate 
algorithms, you can put reminders in, and
you can categorize patients based on what
they bring to the table and help them make
better-informed decisions about their care
and follow-up. That’s a huge, huge
change.

DR. FREDERICK: The weak link at
this point is the consumer involve-
ment and awareness. Something
like the personal health record could proba-
bly have more potential for improving the
dialogue between doctors and patients. In
my mind, that’s like the Internet for health
care. It’s how people start getting involved,
especially the younger generation. They 
may well find their own best way to be able
to interface with the health care system.

MR. PUCCI: The health risk assessments
companies are now implementing have
gone a long way toward building that bank
of self-awareness about risk factors. Univer-
sally applied, along with the medical record,
it will make the concept of having a medical
home a viable solution. 

DR. NICHOL: We’ve got to keep in mind
there’s not a lot of understanding about how
we take that information and then commu-
nicate back to people in an effective way.
The other part we can’t lose sight of is that
different people learn in different ways.
Some of us are tech-oriented, and we’d love
to be able to get that communication back
as a message on a Blackberry or in an 
e-mail message. Other folks would much
rather interface with someone who could sit
down and explain what “medical home” is,
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The most important player in
this discussion—the patient—is
not at the table in any of the
discussions that are going on.

John P. Frederick, MD
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and really be able to help them work
through some of those issues. We need to
look at the electronic medical record, the
personal health record, and the health risk
appraisal as a foundation for a discussion.

MR. CHRISTENSON: John, what is Preferred
One’s perspective on the new roles it is under-
taking?

DR. FREDERICK: We are doing two notewor-
thy things. One is to try to get more in-

volvement from the true consumer
(the patient) and make them
more aware of their own health-
care status. We’re making sure

they know what their cholesterol is
and what their blood pressure is and these
types of things, even to the point of encour-
aging the employers to give some kind of 
financial incentives for people who have
healthier behaviors and healthier lab values.
We’re also trying to collaborate with pro-
vider organizations to ask how we as a
health plan can give them the tools they
need to be able to better deliver care and to
improve the patient experience.

MR. CHRISTENSON: Bill, you were formerly
with Blue Cross Blue Shield and now with
Healthways. What do you see plans exploring?

DR. GOLD: There is a joke about two runners
being chased by a bear. Its point is that you
really don’t have to outrun the bear; you just
have to outrun the other runner. So often in
these micro-markets, the plans are running
faster than the other runner. They’re main-
taining their competitive edge over the other
health plans and sometimes ignoring the
bear, not running as fast as they could or
collaborating as much as they might. 

MR. CHRISTENSON: What are some new ways
health plans can take leadership roles to assist
patients toward positive health outcomes? 

DR. FREDERICK: If we could find better ways
of establishing the right incentives to do the
right thing, that would go a long way. We
should stretch and see how we can do
things better.

MS. BRUNNER: There’s some potential in the
reform legislation that established baskets
or bundles of care. The goal of the Minne-
sota legislation was to focus on total cost of
care, pay the physician for the total care,
and that would provide some flexibility for
the physician to work at the front end as 
opposed to all at the deep end. I think it’s
going to work, though I’m having a really
hard time wrapping my head around exactly
how the state is going to set this up.

MR. MONROE: Medicare has run a similar
trial program with some larger clinics
around the country. The data shows the 
continuum-of-care model has resulted in
savings. What Medicare did was reward the
clinics a percentage of the overall savings,
which flows money back into the clinics to
expand their service continuum. Looking at
some of these models, there is data out
there that shows, both from a financial
standpoint and from quality of care and
quality of life, that there is a way to rethink
the delivery of services. We can start some
experimentation based on solid models. 

MR. CHRISTENSON: What types of incentives
should health plans offer doctors?  

MR. PUCCI: Incentives designed purely to
drive utilization of generic drugs are detri-
mental to health. We see
a big problem with
the insurance indus-
try driving some of
these plans. I like
incentives that

might capture the attention of the patient to
get them to change their behaviors. The 
University of North Carolina–Chapel Hill
just published a study showing incentives 
as small as $10 can actually move people in
the positive direction. If we give people a 
reward—a lower premium or a lower copay
or whatever you can come up with—so they
see there is something in it for them, this is
a wonderful idea. We reward safe drivers
with lower premiums, don’t we? 

DR. FREDERICK: I can’t let that one go on the
generics. Health plans would probably be
very comfortable not messing with incen-
tives in the area of pharmacy if PhARMA
did the same as far as trying to influence
physician behavior.

MR. PUCCI: The pharmaceutical industry
pays physicians because we are involved in
the process of discovering medicines and
physicians are involved in the study of med-
icines. We pay them to do research. We also
have, in the past, paid them to do speaking
for us. That is the way physicians are typi-
cally educated around products, which 
happens at physician forums, at state con-
ventions, and the like. Now when the state
of Minnesota, in conjunction with an advo-
cacy group out of Washington, chose to
publish that information [about pharmaceu-
tical payments to physicians], which we
have been fully disclosing for the last 10
years, there was no explanation for why
those payments were made to those physi-
cians, leaving the impression that we were
actually buying the business by some mech-
anism or other. Where graft and corruption
exist, let’s expose it. It has no place in the
health care system. But we have the best in-
terests of patients in mind with what we’re
doing with physicians. The fact is most of
our products are actually under-utilized
based on the prevalence of disease in the
areas we’re trying to treat. Every company
in any industry that makes a product has to
sell and promote and advocate for its prod-
uct to its user base. We’re no different.

MR. CHRISTENSON: What products could be
created by health plans that would 
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There isn’t a health care system. 
It’s one appendage after another.

Julie Brunner, JD

Right now we’re
paying physicians
like they’re on a
hamster wheel.

Michael C. Pucci
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increase value for providers and consumers?  

DR. FREDERICK: One is making it simpler for
consumers to figure out who is doing the
best job taking care of a diabetic or a heart
patient, for example. It might be to have the
health plans review the data and rate physi-
cians and medical groups or hospitals car-
ing for certain conditions. If we did a
consumer report that says hospital A is the
best place to get your bypass surgery and
hospital C is the best place to get your back
surgery, but here’s a couple that you don’t
want to go to, that might help make the
whole system simpler for consumers to 
figure out value. The conflict of interest, 
obviously, is in [the report’s] being done by
health plans. So if there could be a forum
where the data we have could be used to
produce outcome data for consumers, that
would be a good way of doing it. 

MR. CHRISTENSON: As fiscal responsibility 
for health care costs is increasingly transferred
to individuals, what does this mean for health
plans?

MS. BRUNNER: One really important prob-
lem that poses is in providing information
people can access easily and understand.
We have been talking about what’s happen-
ing in the individual market and how chal-
lenging it is for consumers to figure out. If
you go to a Web site, what does it mean?
What is really covered? You have to click be-
tween different windows to try to figure out
what’s the network and if I pay this much,
this is the coverage I have. Just deciphering
that and making it easier for consumers to
understand as the individual market grows
is a huge challenge. It’s terribly important to
figure it out.

DR. GOLD: My thoughts have to do with eval-
uation inside health plans as these costs are
shifted to individuals. The average con-
sumer doesn’t understand what that shift
means until they actually experience it be-
cause copays, co-insurance, out-of-pocket

are all mysterious on what you actually owe.
As co-insurance or copayments go up, there
are going to be other behaviors that the
panel has referenced. We need to encourage
health plans to measure what impact it has
on cost—total cost—and on health—things
like utilization of medicine, adherence, 
re-hospitalization—because not all patients
are just going to write bigger checks without
other behavior changes. And that is part of
managing the population.

DR. NICHOL: An example where government
actually did something right was the process
of implementing the Medicare Part D pre-
scription drug coverage. Most seniors didn’t
have any problem going in and simply iden-
tifying the types of medications they were
taking and then getting a list of plans with
regard to what they covered and what the 
ultimate cost was going to be for the individ-
ual. One of the things the plans must do is
use that as an analog to be able to say, “As
you’re starting to take more of the cost bur-
den yourself, here are some alternatives to
think about.” Fully recognizing we don’t
have a commodity with regard to a physi-
cian visit as we do with drugs, at least we
ought to be thinking along those lines and
how we might be able to assist consumers as
they make those decisions.

MR. CHRISTENSON: What problems do health
plans face in balancing their proprietary busi-
ness concerns with the cost transparency 

required for meaningful, value-based decisions
across the spectrum of health care delivery?

DR. KLODAS: It’s a huge challenge because 
a lot of the way business is done is based
upon opaqueness. Negotiating rates with
one physician group versus another group 
is all based upon one physician group not
knowing what the other physician group is
getting paid for the same thing. So you have
different people in the system working
against each other in an artificial setting.
Then you have a patient who is
now paying out of pocket. They’re
coming to the table and looking
at what it costs here and what it
costs there, without knowing all of
the considerations that went into setting
those prices. Transparency does need to
happen in this very, very complex system. 

DR. GOLD: Health plans would take another
view—that it would be inflationary. In other
words, if the contracted price per provider
were exposed, the entire rate change for the
network would go to the highest price. You
might say that, as long as all health plans
paid that, then it is no longer a competitive
issue. But in their responsible role of help-
ing to control costs where they can, they
view this as a negative impact on the entire
system. 

MR. CHRISTENSON: Is there a fix for this in a
market-based system of health care?

DR. NICHOL:  Speaking as an economist, no.
The analog we have here is what happened
with Medicaid best-price legislation in the
early 1990s, legislation that was going to
provide for the lowest-cost contract. What
happened was all of the pharma companies
went in and said, “OK, we’re going to com-
pletely rewrite all of our contracts.” Floors
became ceilings, and that becomes a really
dangerous phenomenon. It is then inher-
ently inflationary. 

There has been too much focus on costs
that are easy to measure and not enough
focus on total cost.

Bill Gold, MD

The economic situation we’re facing is
going to change the rules of the 
game. ... Providers are going to 
have to be able to engage 
discussions with consumers 
about what they can afford.

Michael B. Nichol, PhD
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DR. FREDERICK: The other factor here is that
price is not the only issue. There is a utiliza-
tion issue. We might have the lowest-priced
contract for care, but you use a lot more 
resources. The family physician who
charges $80 for an office visit and another
who charges $100 are not the same if you
look at the simple part. But maybe that
$100 physician doesn’t order the extra tests.
He or she is more cautious, and uses the
clinical studies to make sure they’re doing
the right MRI or the right CT scan, which is
more cost-effective in the long run. You
have to look at the whole picture of how
costs are run up in our system. 

MR. CHRISTENSON: What kind of new role 
or stakeholder group could facilitate better 
consumer advocacy within the health care 
delivery system?

DR. KLODAS: It’s incumbent upon physicians
to educate their patients at every single visit.
But after patients leave the office and begin
to search the world for information, it’s in-
cumbent upon objective organizations to
help shape the way they access that infor-
mation. For example, you go on the Internet

to look something up, and you
have no idea whether what
you’re looking at is credible,
whether it’s factual, whether it’s

trustworthy, whether you can 
actually follow that advice, whether you
should get all riled up because it says, “I
took this medication and my hair fell out.”
Having credible information is obviously
very important, and certain organizations
are taking on those roles. But it needs to be
removed one layer from the direct interac-
tion between patient and physician. A group
may want to educate its particular patients
a certain way because it benefits that group,
whereas an association like the American
College of Cardiology will be removed and
not be as influenced.

MR. CHRISTENSON: Jim, what about labor 
employees?

MR. MONROE: Labor has taken a back seat
in these discussions. We have really looked
to cost and tried to figure out some way to
resurrect the way it was in the 1940s and
‘50s. Labor has a lot of research capabilities
that people underestimate. The model I
would hate to see—AARP—is what I consid-
ered a good thing initially but has become
an insurance company today. There are 
organizations at the national level that can
come together and agree to fund and pro-
vide the resources to be supportive of organ-

izations like Web MD but also be doing the
independent research in bringing the data
forward and dealing with some of the qual-
ity issues. The future role of the health in-
surance industry is going to have to be to
provide more value to the physicians as well
as the customer, resources they’re not pro-
viding now. There’s more multiple contract-
ing in Minnesota than in most states. Yet
I’ve talked to some doctors who have ex-
pressed their frustration that they negoti-
ated one rate with X-provider, another rate
with Y-provider, and another rate with Z-
provider. The companies themselves have 
to provide the research, have to provide 
the resources, have to provide some of the
assistance. 

MR. KENNEDY: Often it is the physician who
is standing there as proxy for the patient.
They are the ones who
are working through
coverage issues,
making determi-
nations if the plan
covers it, appeal-
ing adverse 

coverage determinations with medical di-
rectors. In the current system, that probably
works best, but at the same time, from the
physician’s perspective, they’re not being
compensated for that time. It makes it in-
creasingly difficult to really help patients 
secure access in that fashion. 

MR. CHRISTENSON: What can be done to help
patients advocate for themselves?

DR. GOLD: Some would argue that, for a
large number of patients, shifting more of
the costs to the patients provides a greater
incentive for greater advocacy. A large num-
ber of patients will become better shoppers
looking for value, understanding their cost,
questioning the value of a particular test,
whether it can be delayed. That’s going to

happen. The opposite is that there will be a
group who will use that cost as a way of ex-
ercising behaviors that are counter to their
value. That’s what we have to measure. The
other thing we’ve talked about is much
greater transparency and a better use of the
data to turn it into meaningful information.
So patients can learn not only about their
conditions but also about the choice of
providers—dispelling the notion that med-
ical care is a commodity, it’s all the same, it’s
a question about who’s got the best parking
lot, the best magazines, and the shorter
wait. 

MR. CHRISTENSON: What kind of new role or
stakeholder group could facilitate better con-
sumer advocacy and change? One of the things
recommended in a recent IBM report was a
health care “informatician”—someone who
would help the consumer better navigate the
health care system, provide the consumer bet-
ter access to information, advocate for the con-
sumer within the delivery system, and also
assist with their financial planning for health
care needs. For this to work, that “informati-
cian” could not be associated with any exist-

ing stakeholder group. 

MS. BRUNNER: I do that for my mother right
now.

DR. NICHOL: The research being done now
uses the term “navigator,” and that’s a very
good descriptive term, because you’re really
navigating among a variety of areas. Most of
the research has focused on mental health
because, obviously, individuals dealing with
mental health systems have got potentially
reduced capacity at particular points in
time. It becomes very critical that they have
someone who helps them get through the
process appropriately. 

DR. KLODAS: It’s a sad comment that we
need somebody like that. The system should
work so we don’t have to have people ex-
plaining to us that this is a better plan for

The future role of the
health insurance industry
is going to have to be 
to provide more value 
to the physicians as well
as the customer.

Jim Monroe
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us. The plan itself should make it clear that
this is what we need, this is the best treat-
ment, this is the right physician, and this is
the right hospital. We shouldn’t have to have
another layer entered into this mess.

MR. MONROE: There already is a basis start-
ing in this country. Of the examples I know,
one is run by some former insurance com-
pany execs. They have become, for lack of a
better term, a “navigator” either for the em-
ployees or on an individual employer basis
for doing research on necessary care. I
agree it’s a sad state of affairs when we have
to get there but, unfortunately, we do have
to get there. Things have become so confus-
ing. Look at the highest cause of bankruptcy
in this country: It was medical issues, at
least until a few weeks ago, not bad finan-
cial decisions. 

DR. NICHOL: The reason it’s important for us
to have somebody who would serve as a
navigator is because the whole issue re-
volves around risk—our understanding of
risk, our preference related to risk—and

that’s a very difficult concept for all of us to
get our hands around.

MR. CHRISTENSON: Describe a process
whereby the diverse needs in health care liter-
acy of patients, as a stakeholder group, could
be measured, aligned, and brought into a con-
sensus-building discussion about defining value
in health care. 

MR. KENNEDY: Frankly, we just don’t have
any national leadership on these issues right
now. That may change. I’m hard-pressed to
believe the federal government is going to
be able to do much about this, given its fi-
nancial straits; but it certainly can be a
leader of a dialogue.

MR. CHRISTENSON: How do we measure and
align all of that diversity within the consumer

group so we can have some type of discussion
about defining value in health care just for the
consumer, much less the larger discussion?

DR. KLODAS: You may need to take it dis-
ease-by-disease or condition-by-condition. It
will be very difficult to have an overreaching
discussion about value and quality because
different things are important to different
people, and they bring very different experi-
ences and cultural things to the table. Maybe
we’re all coming back to the same thing—the
importance of the patient-physician relation-
ship, the medical home, the place you can go
where somebody knows you, your history,
your preferences throughout a continuum of
time, rather than this very fractionated care
separated by time and provider.

MR. CHRISTENSON: What new directions would
you recommend to give all stakeholders an
equal role in transforming health care delivery

into a value-based system?

MR. PUCCI: It’s no longer
acceptable for us to
bring a new product to
market before we know
whether there is going

to be value and reimbursement for it. It
takes 12 years and $1.2 billion to bring a
new medicine to market. The effort is
fraught with risk and a lot of failure. We
need to start bringing in the insurance side
of the business and the payers now, early
on, to find out whether or not this product
we’re working on is actually going to be 
reimbursed by the system. Maybe we can
engineer the product to have the attributes
that make sense for the system. 

DR. NICHOL: We’ve got to go back to that
issue about evaluation. Everybody’s got to
be involved in the discussion around how
we evaluate the impact of the care being
provided. We’ve got to be able to identify
what we really care about, what the
processes are associated with it, and how

we actually would measure it. 

MR. KENNEDY: I take exception to the prem-
ise that all stakeholders should have an
equal role. There should be a first among
equals, which is the patient. We should have
a patient-centric system, with the physician-
patient relationship primary in that. Then
we look at how all of the other stakeholders
support that system.

DR. GOLD: We must work toward nailing
down, from each stakeholder’s view, what
the aim is, what values and principles we
should develop a system around, and then
use that as we evaluate initiatives, projects,
and investments.

MR. MONROE: I take a contrarian point of
view. We have to have a national commit-
ment—and that commitment almost has to
come from the office of the president—that
we are going to do something in X-number
of years, and that will force people to do it.
It’s got to start at a high level, but it also has
to involve the patient. The major issues that
concern individuals about health care deliv-
ery are pretty consistent in all parts of the
country. We can use those as a basis to
move forward. We need to take a
very aggressive step to look at how
we’re going to provide health care
in this country in the short term
and the long term—because we can’t
continue doing it the way we are.

DR. KLODAS: I would add cost transparency.
Everybody’s got to get naked in the room
and say, “This is what it costs. This is how
much I charge. This is how much I get reim-
bursed. This is how much the machine is.
This is how many people I have to run
through the machine to make the payment.”
It’s very difficult to make decisions on qual-
ity and value if you don’t know what the
costs are. And most of the people in the sys-
tem have no clue as to what the costs are.

DR. FREDERICK: The most important player
in this discussion—the patient—is not at the
table in any of the discussions that are
going on. And instead of calling health care
an entitlement, we need to make health care
a responsibility. The consumers of health
care have to step up and take responsibility
for their own health and determining the
value of the health care they’re getting.  

The value that’s primary to the 
system is the preservation of the 
physician-patient relationship. ...
That would be a framework 
from which you could 
define an entire system.

Brian Kennedy, JD
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