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Foreword

			I had the great fortune of meeting Dr. Josh Luke several years ago. Over the intervening time, I have had the opportunity to become increasingly familiar with his work and thoughts on healthcare. 

			Josh has a progressive and innovative approach to solving some of the major challenges that confront our industry. Personally, as a cancer survivor, I have seen and experienced the inner workings of healthcare—some of it good, some of it not so good. For those of us who are drawn to healthcare because of our passion to help others, Josh continues to challenge us with better ways to deliver high quality, cost-effective care for the populations we are entrusted to serve.

			It comes as no surprise to me that in his new book, Health-Wealth: 9 Steps to Financial Recovery, he is branching out beyond the healthcare industry. He is helping purchasers of healthcare understand the options available to them so that they can be better consumers.

			In my work as a health system CEO, I have come to realize just how important our employees are and how their personal health directly affects our ability to serve the needs of our community. Healthcare in America is in crisis and, as CEOs, we have an obligation to assure that our employees get access to healthcare that is of the highest quality and lowest cost. In this book, Josh lays out a backdrop of the biggest healthcare issues we face as a nation. Accompanied by personal stories of his own, he reflects on the true magnitude of the healthcare crisis. Josh has engineered a series of steps that, when combined, create a manifesto that can address the challenges faced by companies large and small who are providing healthcare for their employees and their own families.

			As a healthcare leader, I am encouraged by the challenges we have to confront. I believe that the more people who truly understand healthcare’s challenges, the better off we will be to engage in discourse to improve our system of care.

			In this book, Josh looks into the future so that we can all be optimistic about our role in changing healthcare for the better. Enjoy. 

			Anthony D. Slonim, MD, DrPH

			President and CEO, Renown Health

			Professor, Internal Medicine and Pediatrics

			University of Nevada, Reno, School of Medicine

			
Preface

			
Health-Wealth: Is Healthcare Bankrupting Your Business?

			The cost of healthcare in America will continue to increase. It’s a certainty. It’s capitalism. Year after year, your company’s health insurance carrier continues to increase your expenses—by at least 5 percent annually, on average. And while business owners and operators complain, many feel helpless and trapped, so they just keep their head in the sand and continue to pay. 

			There is a direct correlation between hyperinflating healthcare costs and deteriorating wealth in America. I am prepared to help you do something to keep healthcare from destroying your business—introducing Health-Wealth’s nine steps to financial recovery. 

			I am passionate about educating Americans on how to prevent Health-Wealth loss from destroying businesses. Health-Wealth is more than just a rhyme. In recent years, these two words have represented the antithesis of each other in American business. Businesses often can’t have one (wealth) as a direct result of the other (overpriced healthcare). So as American businesses, in many ways we are being forced to choose between our employees’ health and our organizations’ wealth. 

			Well, choose no longer. Take control. 

			The intent of this book is not solely to place blame, but to break down the current healthcare delivery model and illustrate how it affects the reader and American businesses. The book will provide enhanced knowledge of current policies and their likely impact on businesses. Those companies that recognize the Health-Wealth corporate crisis bankrupting American businesses and that are first to adapt to new specialized programs will reap the financial benefits—and so will their employees and investors. This book is your handbook to end the annual premium increases and discover alternative approaches to improve the health of your employees. The result of you reading this book will be a healthier workforce, a happier workforce, and savings of more than 30 percent annually on overall healthcare spending for both your organization and its employees. 

			The result of you reading this book will be a healthier workforce, a happier workforce, and savings of more than 30 percent annually on overall healthcare spending for both your organization and its employees.

			Part I of this book describes the evolution of the American healthcare delivery model, to establish a basic understanding of why the delivery system is broken beyond repair and why, as a result, costs will continue to increase. 

			Part II of the book describes the growth of consumer-driven healthcare models, more commonly known as high-deductible plans, and how this model will continue to expand, as it has proven to be effective in increasing employee engagement in critical and expensive healthcare decisions. 

			Part III of the book explains nine simple, turn-key tactics companies can implement to save more than 30 percent annually on total healthcare spending. 

			Declare that your company has reached its tipping point. Commit yourself to leading your organization to improved employee health and significant corporate wealth. Your Health-Wealth journey begins here.

			
Part I

			
Healthcare in America: Capitalism Gone Wrong

			
Chapter 1

			
The Affordability Crisis

			Eager to attack the day on a Monday morning just three days before Thanksgiving 2004, I showed up for work a few minutes early to see if the hospital was entering the holiday week ahead of budget for the month. Six months earlier, just a few weeks after my thirty-second birthday in May 2004, I started in the role of Chief Executive Officer for Anaheim General Hospital.

			My executive assistant, Cinthia, greeted me as usual, with a morning hello, and then inquired about my weekend. I loved holiday weeks as, although I was a workhorse always focused on measurable deliverables, I appreciated the slower pace of e-mails and calls during holiday weeks. They always provided some downtime. As I got settled into my cushy, leather executive chair, Cinthia walked in with an oversized manila envelope from corporate and handed it to me. As she turned and walked out, I stared in disbelief at the short but pointed handwritten note in the envelope. 

			It was a blank spreadsheet with a Post-It note on top. The Post-It simply said, “Great job increasing the total daily patient census. The boss wants to trim staff now. Fill out this list with forty names and their salary and return it by Friday. Thanks.” 

			Silence. Disbelief. A pit in my stomach. Embarrassment. Despair. So many other emotions. How was this possible? We were growing in volume, and now we had to cut staff? And forty staff? Who would care for the patients? 

			At 8:31 a.m., the phone rang. It was my boss Mike, who reported to the corporate president. The conversation was short: “You’re doing great, the hospital is way ahead of the projected turnaround plan, but the boss is testing you on this one. He is very happy with your performance to date. Keep it going. Get me that list by Friday.” 

			Ten years in college, three degrees and a lot of hard work had led to what looked to be the opportunity of a lifetime. With three pre-elementary kids and a new mortgage, I was thrilled to be living in my hometown, pulling a six-digit salary with huge bonus potential, and on my way to a long career in hospital management. I had established a reputation in the healthcare space as a financial turnaround artist, having recently financially revived two nursing homes in a matter of months—not years, as was the norm—and six months earlier, I had been handed the microphone for the main stage: CEO. 

			On my way to a long career in hospital management, I had established a reputation in the healthcare space as a financial turnaround artist, having recently financially revived two nursing homes in a matter of months—not years, as was the norm.

			But to date, I had done it my way: turning around facilities through communication, transparency, fiscal responsibility, and treating employees and patients with respect and appreciation. This is why you get into healthcare—to improve individuals’ overall health. Until then, during my brief career in healthcare, I had never been put in a position where a financial decision forced upon me could potentially compromise patient care.

			To date, I had done it my way: turning around facilities through communication, transparency, fiscal responsibility, and treating employees and patients with respect and appreciation. This is why you get into healthcare—to improve individuals’ overall health.

			I had pursued a career in healthcare with a personal goal of making a difference in the lives of seniors. These layoffs were far from what I had imagined. Some tough decisions lay ahead, and yes, just before the holiday season. As my dad said once I got my first CEO gig, “This is why you get paid the big bucks.”

			The cost of operating a business in America will continue to increase. There is no doubt. Inflation, unions, cost of living, interest rate fluctuations, real estate costs, and healthcare coverage—it’s your job to manage these expenses. Your company is counting on you.

			In most companies, the most significant year-over-year expense increase in recent years has been the cost of providing health coverage to employees. The annual increases insurers require of American companies, whether mom-and-pop or Fortune 500, have been staggering for several years. 

			In most companies, the most significant year-over-year expense increase in recent years has been the cost of providing health coverage to employees.

			In fact, hundreds of companies have gone out of business in recent years simply because they did not foresee how healthcare was bankrupting their company. The writing was on the wall and had been for years, but they ignored it—The Big Short, healthcare version. The Big Short was a 2015 film that documented how, from 2005–2007 almost every industry and every individual in America chose to keep their head in the sand and ignore the inevitable, as subprime lending statistics demonstrated that a nationally devastating crash of the entire financial and real estate sectors was not only probable but inevitable. In 2007–2008, the United States experienced this crisis, which proved financially catastrophic to many businesses and bankrupted many families. 

			If only life had a rewind button. The next economic crisis and bankruptcy scare could be yours. You personally could be faced with that critical moment, where you are forced to decide between massive staff layoffs, filing for bankruptcy, going out of business, or laying off longtime, dedicated employees to cut costs. Are you prepared? 

			So let me be the first to ask you, as the keeper of your business: What are you going to do about it? The future success of your company is on your shoulders. Ever-increasing healthcare costs will bankrupt you if you allow it. Time is running out. 

			Your business’s affordability crisis is America’s affordability crisis. It’s an American financial epidemic. It’s no fault of yours that your company has inexplicably paid huge increases in recent years for health coverage, all while the insurer reduced the benefits afforded to you. 

			Well, there is one thing you can do. It’s time for you to declare that your company has reached its “Health-Wealth tipping point.”

			In the hospital business, we have what we call “core staffing.” This term simply refers to the bare minimum staff hospitals are legally required to have on hand at all times to care for patients. Hospitals go out of business when revenues no longer exceed the costs of core staffing on a consistent basis. That’s capitalism 101. 

			So, what is your industry’s “core staffing”? What’s the phrase or term you use to describe that bare minimum of resources required to operate your company? At what point do your revenues no longer exceed your stripped-down, bare-minimum, can’t-operate-without-these-items-in-place costs?

			A critical next step as you begin your Health-Wealth journey is to identify your company’s Health-Wealth opportunity. Once you identify your company’s total, all-inclusive spending on healthcare in the prior fiscal year, there are three steps to identifying your Health-Wealth opportunity.

			
					Project an increase of 6 percent a year for three years to identify your total spending amount on healthcare three years from now (X). 

					Subtract 20 percent from last year’s annual spend to identify potential spending reduction (Y). 

					Health-Wealth opportunity = X – Y or Health-Wealth opportunity = (year 3 total) – (potential spending reduction from prior year)

			

			Looking back now, I was clearly blindsided by this directive from my new boss shortly after becoming a CEO. As a young executive, I was confident and felt that my diverse career experiences to date had prepared for whatever would be thrown at me. Although I had rapid success in healthcare management in just a few short years, I fell into this career by accident. I’m just another Gen Xer from So Cal who grew up watching Bon Jovi and Michael Jackson on MTV, dreaming of hitting long balls for the Dodgers or dropping three pointers for the Showtime-era Lakers. Healthcare was the furthest thing from my mind as I went to college and then grad school. 

			So when I found myself sitting on a private jet in October 1998, flying to New York with the most famous baseball player in the world at the time, needless to say, I was content. Renowned baseball slugger Mark McGwire had just broken Major League Baseball’s single-season home run record of sixty-one home runs in September 1998, and the global public relations firm I was working for was retained to handle his personal marketing efforts. I escorted Mark to interviews with Time magazine, who was considering him as a “Man of the Year” candidate, the Today Show, the Late Show with David Letterman, and the once-popular Rosie O’Donnell Show. 

			But then something unexpected happened. It was on the private jet back from New York that I found myself sharing with my wife for the first time that I was feeling unfulfilled in my career. After working with professional athletes in golf, basketball, baseball, football, and hockey for several years, I was losing my love for sports by working so closely with athletes, and I was now focused on raising a family. 

			My wife and I were living outside of California at the time, and my frequent calls home to Southern California to check on my aging grandmother’s well-being often led to frustration. I was perplexed by how her caretakers at the hospital and in the nursing home had so little communication when she transferred from one facility to the other. I was even more shocked to find that when my grandma was transferred home from one of these facilities, the home-based caretakers seemed to have little instructional communication from the hospital or nursing home. This entire process made very little sense to me. I was beyond baffled; I was angry.

			Anyone would be angry, right?

			I made a career change and began learning the trade of healthcare administrator in a nursing home—a change that was inspired by my ailing grandmother. Just a few months after marketing NBA players and managing marketing efforts for a PGA Tour event, my focus had turned to caring for compromised seniors who lived within the walls of a nursing home. 

			It was baptism by fire—learning on the job came at me quickly. I also learned early on after the career change that margins were high for healthcare providers, doctors, and suppliers, because their costs were ultimately being passed on to patients and employers. There were integrity issues being exploited by business owners at every level of care. It was clear to me there was an absence of relevant checks and balances to keep spending under control.

			In September 2017, Fierce Healthcare reported that the costs to employers to provide health insurance to its employees increased for a sixth straight year.1 Well, that’s why I am writing this book. You are one of the lucky ones who still have time to address the issue of the inexplicable annual increase in healthcare costs your company has been incurring in recent years. The revolution begins today. 

			“Forget Taxes, Warren Buffett Says. The Real Problem Is Health Care,” was a recent New York Times headline after the share-holders meeting for Berkshire Hathaway in May 2017. Famed American financial icon and company CEO Warren Buffet stated that, about fifty years ago, “health care was 5 percent of G.D.P., and now it’s about 17 percent.” Buffet went on to state that “medical costs are the tapeworm of American economic competitiveness.”2 This pretty much sums up the problem. 

			How did we get here?

			In the 1980s, the fee-for-service (FFS) approach and a standardized fee schedule were created to pay doctors for each of the different services they provide, both in hospitals and in their offices. So other than office visits, if a physician wants to increase his or her income, then patients must be sick and institutionalized in hospitals, nursing homes, or other post-acute institutions.

			So what exactly is “fee-for-service”? According to Wikipedia (January 2017), FFS is a payment model where services are unbundled and paid for separately. FFS is the dominant physician payment method in the United States. In healthcare, it gives an incentive for physicians to provide more treatments, because compensation is dependent on the quantity of care rather than the quality of care. Similarly, when patients are shielded from paying (cost sharing) by health insurance coverage, they are incentivized to welcome any medical service that might do some good. Thus, some of these “just to be safe” tests and treatments, ordered when insurance shoulders the majority of the costs, would be refused by the patient if the patient was responsible for the additional costs or a significant portion thereof.

			I have a shorter, simpler answer for you. FFS is exactly what the name says. Your doctor gets paid a fee for providing you a service. Likewise, the hospital is paid a fee for providing you a service. If you are healthy and never need to go to a doctor or hospital for their services, then they don’t get paid. Thus, the goal of doctors and hospitals is to put a head in a bed, so they can get paid—and then order as many tests as they can, so they can get paid.

			If you are healthy and never need to go to a doctor or hospital for their services, then they don’t get paid. Thus, the goal of doctors and hospitals is to put a head in a bed, so they can get paid—and then order as many tests as they can, so they can get paid.

			There are a number of problems with the FFS approach. The methodology, as described above, undoubtedly incentivizes and results in overutilization of services and delivery of expensive, unnecessary care. The FFS model financially incentivizes doctors to admit patients to hospitals and post-acute facilities and further rewards them financially for keeping patients in facilities for extended lengths of time. Not to mention the issue of primary care doctors taking care of their fellow physician buddies by referring often-unnecessary tests to them as specialists, which allows these specialists to bill for services as well. While this is not the case for all physicians, of course, it is widely accepted and understood that this takes place in hospitals with a significant number of independent physicians who are not affiliated with or compensated by a larger group but rely strictly on the volume of patients seen daily for their income.

			To be fair, it was not just doctors that were incentivized to institutionalize. Hospitals and post-acute facilities shared the same incentive. The FFS era drove the heads-in-beds strategy. That is how providers were reimbursed. This is also true for other inpatient providers, including nursing homes, long-term, acute-care hospital (LTACH), and acute rehab facilities have the same reimbursement methodology. The hospital or nursing home only benefits financially when a patient is admitted or receives care. Thus, the incentive is to find a reason—any reason—to admit a patient or order additional imaging or lab tests to identify potential concerns. 

			Are you looking forward to the day that you personally will be admitted to a convalescent home and told you will be living there for the remainder of your life? Most people chuckle when I make that statement. And that’s fair. It’s a laughable statement. Of course, no human being wants to be admitted to a skilled nursing facility (SNF). Perhaps some of our aging physicians should be reminded of this.

			When you visit an emergency department, it is fair to assume that you are there to get evaluated by a medical doctor to see if care, medication, and treatment are necessary. But that assumption does not align with the reality of the business model of the hospital or the physician. Thus, the truth of the matter is that you are not there to be evaluated at all. By showing up to the emergency department, you are essentially volunteering to be a widget in a volume-based business model. For the past thirty years in America, we have referred to this as the FFS reimbursement model for doctors and hospitals. 

			Let’s be clear about the business model. You are not in the emergency department to be assessed. You are in the emergency department so the doctor can identify a reason—in fact, any justification at all—to admit you to the hospital. Why? It’s capitalism, and in American healthcare, a “head in a bed” is what drives profits for both hospitals and doctors. In the emergency room of American hospitals, you are a potential widget, and the doctors will run tests and order labs until they can identify a justification to convert you to a widget or, in more common terms, admit you to the hospital.

			The key operational flaw in the FFS delivery model is that there is no required preauthorization for services. The term “managed care” emerged in the 1980s as a means to control this type of laissez-faire behavior by requiring the insurer to preauthorize any services ordered by a doctor or hospital. Without preauthorization, the doctor and provider do not get paid. There are many forms of managed care, but the one constant is a cost-control measure: written preauthorization from the insurer.

			Without a required preauthorization, the delivery model was lawless, and much abuse took place. Fraud ran rampant in the healthcare sector as greedy hospital owners and physicians took advantage of an environment with no one at the helm. Thus, I have personally renamed the FFS era “the fee-for-service free-for-all.”

			In an era with explosive growth in the healthcare space, where there could not possibly have been enough oversight, the FFS era truly became a free-for-all, and it was lucrative for many. The problem was that the federal Medicare fund was disappearing at an alarming, unsustainable rate, and there was little evidence that this increase in spending was resulting in improved health or improved quality of care. 

			In FFS, there is a financial incentive for doctors and providers to order additional services—profit is based on quantity, not quality. It results in overutilization of services and delivery of expensive, unnecessary care. It incentivizes doctors to admit patients to hospitals and post-acute facilities and further rewards them financially for keeping patients in facilities for extended lengths of time. Patients often simply pay a minimal copay regardless of the volume of tests, and in turn patients are also incentivized to welcome any medical service that might do some good. There are no checks and balances in FFS. A physician’s order for care was the ultimate judge and jury; there was no preauthorization required for admission to these levels of care. 

			The FFS free-for-all was lucrative for all. One program in particular that utilized the FFS reimbursement model was Medicare. Medicare is the federal insurance program for Americans over the age of sixty-five. In recent years, approximately 22 percent of all Medicare patients admitted to an acute hospital are subsequently transferred to an institutionalized level of post-acute care (nursing home, LTACH, or acute rehab hospital). Although on the surface one would assume a doctor would only send a patient from the hospital to another institution as a last resort, that is not always the case. One reason for such a high volume of patients being transferred from hospitals to post-acute institutions instead of being discharged home is that their doctor is incentivized financially to keep them institutionalized. 

			Think about it. Let’s provide a hypothetical example of a sixty-five-year-old male. The man calls his longtime family doctor, and this is what takes place:

			Patient calls doctor: “Hey, Doc, I fell a week ago, and my hip is still hurting. Should I come see you or go straight to an orthopedic specialist?”

			Family doctor responds: “Come see me first. I will let you know if you need to see a specialist.” (This is the first unnecessary step in the process, but now the primary care physician gets to bill the payer.)

			Patient visits family doctor at his office. Family doctor examines patient and refers patient to the hospital for labs and imaging tests. Family doctor bills payer for office visit.

			Patient goes to hospital for labs and imaging tests. Hospital bills payer for services provided.

			Hospital calls family doctor with results. The doctor’s fishing expedition (to find any possible issue with the patient) pays off, as he finds some minor swelling and a possible minor hairline fracture in one image, both of which would likely have healed on their own and never been a concern of the patient.

			Family doctor refers patient to orthopedic specialist. Orthopedic specialist says he only has office hours two days a week, so it’s best to meet him at the hospital. Orthopedic specialist advises patient to go back to the hospital but to report to the emergency room and advise the nurse that the orthopedic specialist told him to come to the emergency department.

			Patient goes to emergency department. Patient reports to the nurse his minor hip discomfort from a week-old injury and that the orthopedic specialist advised him to go to the emergency department. Nurse calls orthopedic specialist, who orders additional x-rays and an MRI but does not have time to come to the hospital until twelve hours later, as he has other priorities. Hospital bills payer for emergency services, MRI, and x-ray.

			Nurse calls orthopedic specialist. Nurse advises orthopedic specialist that the images have been returned. Radiology doctor hired by the hospital documents that there is a possible hairline fracture but is unsure. Radiologist bills payer for reading images.

			Orthopedic specialist orders the patient admitted to the hospital for observation and requests that the family doctor or assigned hospital primary care doctor perform the initial required history and physical upon admission. Hospital doctor (hospitalist) does history and physical on patient, as the family doctor was unavailable to drive over to the hospital that night. Hospitalist is unable to find any pertinent information about the patient documented in the notes or chart, so hospitalist asks the emergency department nurse why the patient is there. Nurse reports, “He fell a week ago and has discomfort in his hip. There may be a hairline fracture. The orthopedic specialist thinks the patient may need hip surgery and wants to evaluate him as a precaution.” The hospitalist, who thinks a different exam may be more effective than those images already taken, orders an additional image done and notices some lab results slightly out of range. The hospitalist then orders a consult by a cardiologist. The hospitalist bills the payer.

			Orthopedic specialist finally arrives at the hospital. Orthopedic specialist examines the patient, who has been at the hospital for ten hours now, and does not see any need to keep the patient hospitalized any longer. He advises the patient to take Motrin but wants to hold off on discharging the patient until the cardiologist completes his consult. Orthopedic specialist bills the payer.

			Cardiologist completes consult. Cardiologist consults patient, finds no reason for concern, and discharges the patient home after twelve hours in the hospital. The cardiologist and the hospital bill for services.

			All because the patient had a sore hip and needed Motrin. Which either doctor could have diagnosed without running any tests, and just feeling the affected area and doing some motion and stretch assessments. Do you wonder now why the Medicare fund is running dry and insurers require preauthorization for services? What if the patient had simply gone to the orthopedic specialist’s office first? The result would have been identical, as each of those tests was unnecessary. This practice still continues today.

			The Patient Protection and Affordable Care Act (PPACA), also known as Obamacare, had a triple aim: improved care, better health, and lower cost (efficiency). President Obama’s goal to reduce costs may have ultimately come to fruition, had Obamacare survived. But that savings was not going to manifest in this decade, even if Hillary Clinton was elected and Obamacare survived. Why? There were too many iterations, innovations, transitions, transformations, implementations, technological mandates, and leadership changes to get it all right so quickly.

			So whether it’s under Obamacare or some version of the Trump administration’s tweaks to the delivery model, healthcare costs were destined to continue to increase for businesses and families either way after the 2016 election. But what gives? When do American businesses reach a Health-Wealth tipping point where they can no longer allow health insurers to increase rates annually for the same or fewer services? Well, that may be up to you. 

			It has been shown that at current pricing and income levels, it is expected that the millennial generation in the United States will spend an average of 40 percent of their lifetime earnings on healthcare. This is not practical. In fact, it’s frightening. But at present, this is what the numbers show. America’s affordability crisis is not just a crisis for your business but for your family as well. It’s a healthcare affordability crisis on all levels—my family included. 

			In early 2011, the management company that owned the hospital I was running hired a new president who came in and made significant staffing cuts and sweeping leadership changes. Being one of the newer, younger executives, I was an easy target and found myself out of work for the first time since becoming a hospital CEO. 

			After six months of job-seeking, I received two job offers on the same day. My wife and I sat down with our children, discussed our options, and made the decision to leave California so I could manage a hospital in Las Vegas, Nevada. After less than a year in Nevada, though, we all missed Southern California and were anxious to move back. Once my employer caught wind of the fact that I was actively looking to return to Southern California, they abruptly ended my employment. Although I had been unemployed just a year earlier, I had been provided a severance package that covered our healthcare benefits the entire time between jobs, but this time around I was forced to decide whether to purchase health insurance for my family through COBRA.

			Facing a move back to California and no job prospects, as my early departure was unanticipated, finances were tight. And when the COBRA invoice came in, the monthly premium was in excess of $1,300. Even though we had three children under the age of twelve at the time, this expense was hardly justifiable, even for your most precious assets—your children. We investigated other options, and even for the most basic benefit packages, we were looking at paying a minimum monthly premium in excess of $1,100—all while unemployed. 

			So in July 2012, my wife and I made one of the most difficult decisions of our lives: We decided to live without health insurance for ourselves and our children. It pains me to this day even thinking back on that decision. It was my own personal affordability crisis. It’s as if no one in America can escape it. I had been a hospital CEO for almost eight years, with a great salary, and my family could not afford basic healthcare insurance. That’s the moment I realized the American delivery system was broken beyond repair. 

			The reason we are facing this affordability crisis is capitalism. Everyone is trying to make a buck. And to date, many have succeeded! And it’s not about Obama or Trump, or a Democratic or Republican majority in Washington, DC. It is about finding an affordable model that meets everyone’s needs: a seemingly impossible task.

			America’s healthcare delivery system is a capitalist’s dream, an unstoppable machine with excessive margins for businesses at all levels. So long as American businesses and families are willing to pay, the system will continue to spiral out of control. I got into this business to serve senior citizens and make a difference in people’s lives. But it became apparent within a few short years that my personal mission was at odds with the delivery model, as capitalism had interfered long before I arrived on the scene.

			Our country’s affordability crisis became my family’s crisis when we went without healthcare benefits for more than six months in 2012, and it was quickly becoming my personal career crisis. The hurtful truth was this: As a hospital executive, I was now as much a part of the problem as anyone else working in healthcare. I had been labeled as an up-and-comer in the hospital space with the skill set to continue this culture of greed for years to come. 

			The mass layoff I was directed to conduct made for a tough holiday season for me in 2004, but not nearly as tough as it was for the forty individuals I had to lay off just weeks before the holidays. That round of layoffs was the first of many more I was directed to oversee by hospital owners and operators in my ten years as a hospital CEO. It was never an easy task to fire someone when they knew business was improving. My job as CEO was to motivate employees and tell our story of success each day, so it was understandable when individuals being fired were in disbelief when they learned that the company was laying off forty employees, effective immediately. Balancing corporate greed without compromising patient care became more and more difficult with each year that passed. The effect of that greed is increased costs passed on to American businesses and families. 

			This culture of greed has bankrupted hundreds of once-thriving American businesses. It will bankrupt many more in coming years. Will your business be the next victim of this culture of greed? That may be up to you.

			
Chapter 2

			
A Culture of Greed

			In 2014 I was asked to serve as CEO of an inner-city hospital in Los Angeles. As CEO, I would “round the hospital floors” daily, greeting staff, patients, and guests. I recall walking into a patient room on the medical-surgical unit one morning only to be approached by two middle-aged men. Their body language and facial expressions exuded frustration as I reached my hand out to introduce myself as the hospital CEO. 

			“Does our mother have to go to this other hospital the doctor keeps mentioning?” one of the brothers asked, as their aging mother edged to the side of her hospital bed to stand up. 

			“And how come the doctor is making me stay two more days when I told him I was fine and the nurse said I was cleared to go as well?” the patient asked.

			Although it would have been appropriate to discharge the patient home that day, the doctor had other plans: plans rooted in greed. By keeping the patient in the hospital two more days, even if she did not need to be hospitalized, the doctor would make an additional $110. And instead of discharging her to recover and heal at home, the doctor was documenting that the patient could benefit from an LTACH stay. The average length of stay in an LTACH is twenty-five days, and the referring doctor is reimbursed daily. So whether she needed it or not, their mom was going to be institutionalized for another twenty-seven days, all for the sole reason that the doctor viewed her as a widget that produced income for him. 

			I encouraged the two brothers and the patient to chat with the doctor and advised them that they were free to disagree with the doctor at any time and go home. 

			To further explain, Medicare reimburses doctors $55 a day on average for a routine hospital visit. Medicare Guidelines have a baseline length of stay for each patient diagnosis. Patients with their mom’s diagnosis had a mean length of stay of five days, even though she had only been in the hospital three days so far. 

			The doctor was also being paid a monthly stipend by multiple LTACH hospitals and nursing homes to serve as their medical director. While the medical director has a list of monthly responsibilities, for the most part the nursing home or LTACH could live without them. The reality is that these agreements are in place so the facility can pay approximately $2,500–$5,000 a month to the doctor and in turn benefit from the revenue generated by the doctor sending the bulk of his or her patients to that facility (putting heads in their beds). Thus, there was even more incentive for the doctor to prioritize his own interest well above that of the patient.

			Now imagine if this were your mother, or even a key employee who was being told they could not go back to work for almost a month, because they needed to be institutionalized. In fact, if it was your employee, it’s a double whammy financially, as you are footing the expensive inpatient post-acute care, as well as missing their productivity in the workplace.

			Capitalism. It’s everywhere you look in healthcare, and it’s bankrupting America, destroying the American dream—your American dream. Your business, your employees, and your family are the victims of healthcare’s villains’ greed. This chapter will detail the role each of these villains plays in making healthcare unaffordable and therefore inaccessible for many Americans—even middle-class, working Americans. The corporate villains passing these expenses on to your business and family include hospitals, insurers, insurance brokers, pharmaceutical companies, device manufacturers, and electronic medical record (EMR) companies, among others. 

			As already illustrated in the prior story, doctors in particular are incentivized to overprescribe and institutionalize. The FFS model incentivizes doctors to admit patients to hospitals and post-acute facilities and further rewards them for keeping patients in facilities for extended lengths of time. There are a number of problems with the FFS approach. The methodology, as described previously, undoubtedly incentivizes and results in overutilization of services and delivery of expensive, unnecessary care—the heads-in-beds strategy discussed earlier. Hospitals and post-acute facilities shared the same incentive. 

			There is one other component of FFS that completely changed how the doctor approached inpatient care. FFS reimburses a doctor for consulting a patient every day in an acute hospital, an LTACH, or an acute rehabilitation hospital, but not in a nursing home; the doctor can only bill for services once or twice monthly, in most cases. Additionally, in-home health doctors are permitted to bill even less than once a month. This one is the game changer. Let me explain. 

			The more patients a doctor transfers from the acute hospital to an LTACH or inpatient rehabilitation facility (IRF), the more personal income that physician can earn. Once doctors figured out they could bill for services daily in each of these settings, their tactics changed, and they started finding opportunities to justify additional patients going to each of these settings where they could can bill for services daily. It was prevalent during the fee-for-service era and led to significant wasteful spending of Medicare dollars. Welcome to the world of the “quota-based physician.” 

			Quota-based physicianing became so entrenched in some doctors’ daily routine that it became the norm. They would look for any justification they could to send a patient from the hospital to an LTACH or acute rehabilitation hospital simply so they could continue to bill for services daily.

			So instead of considering sending the patient home as an option for discharge after a patient is hospitalized, active doctors who focused on caring for senior citizens became entrenched in a culture that they argued was based on “limited physician liability” by erring on the side of caution and sending patients to institutions after the hospital instead of to their homes. “I cannot send this patient home, as I’m liable if they fall and get hurt once they get home,” a doctor might say. Those are pretty powerful words. They are certainly words that anyone who is not a physician is slow to challenge. The word liability usually ends the conversation, as no one would challenge the physician. It is the same word emergency room doctors use to justify admitting patients to the hospital as opposed to discharging them home from the emergency department—another example of wasted Medicare dollars in the FFS era.

			The financial incentive for doctors to practice on a quota basis is significant. Doctors are taught these financially lucrative tactics by the very specialty hospitals that doctors refer patients to. These specialty hospitals, LTACHs, and acute rehab hospitals pay them a monthly stipend for providing allegedly “necessary” physician advisor quality assurance and support services. Many of these services have been legally challenged as unnecessary. When one of these services contracts expires (usually annually), the service agreement will not likely be renewed if the doctor had not been referring a significant volume of patients to the LTACH or IRF. Guess what? Once those “services” are no longer performed, there is no noticeable impact on the facility, its operations, its quality, or its patient satisfaction. So I ask you, if the services are “needed” to justify them legally, why is it that when they are no longer performed, no one misses a beat? It is all a sham, that’s why.

			How lucrative are the financial rewards of employing a quota-based approach for an independently practicing physician? An active doctor who has an average of ten patients a day in various acute hospitals who sends most patients home upon discharge unless they absolutely need to rehabilitate at an SNF, would receive reimbursement from Medicare of just under $279,000 annually. However, if that same doctor instituted a quota-based approach and found a justification to transfer as many of those patients as possible to an LTACH or acute rehab, he would receive approximately $672,000 annually in Medicare reimbursement. That is more than double the income. Sounds like a perfect material for a future episode of American Greed! These costs for often completely unnecessary post-acute stays are passed onto you the employer and to your family.

			Quota-based physicians are also notorious for having an acute hospital length of stay that is longer than the norm. The reason they do this is, as always, financially motivated. Even though the patient may be healthy enough to go home after being in the hospital for three days, the physician is often able to collect one to two more days of reimbursement if the patient stays in the hospital. As awful as it sounds, your doctor could leave you in a hospital unnecessarily so he or she can collect an additional $55 in reimbursement. Welcome to the FFS American healthcare delivery model. 

			I operated and consulted for several hospitals where case managers and discharge planners reported examples of overly long hospital stays taking place regularly. It is downright awful. Even worse is that cash-strapped hospitals serving the inner city are often helpless to change the doctor’s behavior, even when they have egregious examples. These hospitals are so desperate to put heads in beds that they are not about to bite the hand that feeds them by alienating a high-volume-referring physician. It would be career suicide for any hospital CEO to do so. Even though it’s an almost inhumane practice, the hospital is helpless in many cases to address it.

			As it relates to documentation, physicians can essentially justify anything they desire as long as they have a game plan from the start. Physicians know which tests to order to create a logical path to suggesting someone needs an LTACH visit after the hospital. Even in the absence of any justification, the mere fact that physicians are considered experts, along with their ability to document in a way that furthers their own goals instead of documenting the true facts, is enough reason for everyone to look the other way in the FFS era. I call this “documenting toward the discharge.” It runs rampant in hospitals and post-acute facilities, where nurses and administrators often feel helpless to question a doctor’s judgement, and it is a means for a doctor to paint a picture suggesting post-acute care is needed by simply knowing which words to write in a chart.

			In addition to a lack of transparency on pricing, many leading hospitals are not-for-profit entities, meaning they are exempt from paying taxes. These hospitals are also required to create a community benefit plan each year to ensure specific community needs are being met. By allowing hospitals to maintain their not-for-profit status, it allows them to become dominant players and reduces the competitive landscape. 
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