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Consumer-Driven Care Should Improve Quality
B Y  J OY C E  F R I E D E N

Associate  Editor,  Practice  Trends

WA S H I N G T O N —  The trend toward
consumer-driven health care will ulti-
mately improve overall health care quali-
ty, Regina Herzlinger, Ph.D., said at a con-
sensus conference sponsored by the
American Association of Clinical En-
docrinologists.

Dr. Herzlinger, who is a professor of
business administration at Harvard Busi-

ness School, in Boston, contrasted the
health care industry with the automotive
industry.

The automotive industry, which is al-
ready consumer-driven, is deflationary and
features increasing product quality, lots of
available product information, and wide-
spread ownership. The health care indus-
try, on the other hand, is not consumer-
driven and is characterized by inflation,
unknown quality of care, and 46 million
people without health insurance.

She noted that what helped the auto-
motive industry along was the presence of
entrepreneurs, who ended up being rich-
ly rewarded for their efforts.

For instance, Henry Ford, founder of
the Ford Motor Co., created a new, less
expensive form of steel from which to
make cars. “Within a decade, car owner-
ship went from 10,000 to 1 million,” she
noted. 

Although Mr. Ford and other automo-
tive industry pioneers were rewarded, in-

novation in health care is not well re-
warded, Dr. Herzlinger continued. As an
example, she cited the case of Ralph Sny-
derman, M.D., who came up with the idea
of integrating the care of patients with
heart failure by organizing care teams.
“In 1 year, he lowered the costs by 40%,”
she said. 

And what was his reward for doing so?
“He lost the entire savings because the
health care system does not pay for mak-
ing sick people better. It pays for days in
the hospital, for doctor visits, for com-
ponents of care. So the healthier he made
people, the fewer people went to the
hospital, the fewer doctor visits there
were, and the more money he lost. Right
now, if you’re a Henry Ford, you’re pun-

ished, and we
have very poor
quality,” she
said.

With con-
sumer-driven
health care, dif-
ferent products
will be devel-
oped to re-
spond to the
needs of differ-
ent consumers,
she continued.
And insurers
will realize that

they can be rewarded for considering con-
sumers’ longer-term needs. 

“I want a 5-year insurance policy. I want
my insurer to really care about my long-
term health,” Dr. Herzlinger said.

Switzerland has 5-year insurance poli-
cies, she noted, “and if, at the end of the
5 years, you’re healthier than would have
been predicted at the beginning, you get
45% of your money back. How’s that for
a good deal for the insurer, the provider,
and the customer?”

Dr. Herzlinger predicted that it will be-
come commonplace for insurers to offer
integrated team care for chronic diseases.
The teams “will be wired, they’ll be fo-
cused, and they’re going to be paid for the
fact that they’re dealing with sicker peo-
ple,” she said.

Offering such teams will be a matter of
“simple economics,” she continued.
“You’re the insurer; 80% [of your money]
goes for sick people. If you want to make
it cheaper and better, how better to make
it cheaper and better than to go to these
organizations?”

Under a consumer-driven health care
system, physicians will be paid based on
outcomes, “and there will be long-term
contracts so you don’t look at your pa-
tients in a one-year kind of window,” she
said. “Investments in self-care early on
will be rewarded.” 

One big driver behind consumer-driven
health care will be aging Baby Boomers,
a group that Dr. Herzlinger called “the
most narcissistic, self-centered, empow-
ered, and effective cohort we’ve ever had
in the United States. The idea that this
group isn’t going to get what it wants,
that’s fantasy. They want [doctors] to in-
tegrate themselves, seize control of the
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The automotive
industry, which is
already consumer
driven, is
deflationary and
features
increasing
product quality
and widespread
ownership.
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products today, it’s good to know the key
ingredients in Osteo Bi-Flex, Glucosamine
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to your patients.
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system, and help patients care for their
chronic diseases.”

She took issue with the notion that con-
sumer-driven health care plans will be dis-
advantageous to sick people.

“Quite the contrary. It will finally focus
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Group Practices
Continue to Use
Paper Records

Most group practices are still using pa-
per medical records and charts, ac-

cording to preliminary results from a sur-
vey by the Medical Group Management
Association. 

“Paper is still the dominant mode of
data collection,” William F. Jessee, M.D.,
president and CEO of the Medical Group
Management Association (MGMA) said in
a webcast sponsored by the group.

But the scale is tipping, he said. About
20% of group practices report that they
have an electronic health record of some
kind. In addition, 8% have a dictation and
transcription system for physician notes,
combined with a document imaging man-
agement system for information received
on paper. “We’re seeing a steady movement
toward a paperless office,” Dr. Jessee said.

The preliminary findings are based on
responses from about 1,000 group prac-
tices that responded to an electronic ques-
tionnaire. The second stage of the survey
will include mailing more than 16,000
printed questionnaires to a sample of
group practices across the country. Com-
plete results from the survey are expected
this spring. 

The survey is part of a contract from the
Agency for Healthcare Research and Qual-
ity to MGMA’s Center for Research and
the University of Minnesota. The pur-
pose of the contract is to provide a base-
line that describes the use of new infor-
mation technologies in medical groups. 

Some of the challenges physicians face
in making the transition to an electronic
health record include knowing which prod-
uct to buy, how to go about buying it, and
how to implement the system, said David
Brailer, M.D., national health information
technology coordinator for the Depart-
ment of Health and Human Services.

“Many groups stumble at every point
along the way,” Dr. Brailer said.

The private industry is working to cre-
ate a voluntary certification process for
electronic health record products. 

The American Health Information Man-
agement Association, the Healthcare In-
formation and Management Systems So-
ciety, and the National Alliance for Health
Information Technology have formed a
nonprofit group—the Certification Com-
mission for Healthcare Information Tech-
nology—that is planning to pilot a first-
step certification process this summer. 

Dr. Brailer also plans to explore inter-
operability issues. It’s not enough to have
every practice using an electronic health
record, he said, they also have to be able
to share data with other providers and in-
stitutions. 

—Mary Ellen Schneider

attention on sick people. Right now it’s in
the incentive of the insurers to get rid of
sick people and not to pay people who
treat sick people well. But if you go to a
consumer-driven system with risk-adjust-
ed prices, the sick will be very attractive
kinds of entities.” 

She also disputed the notion that only
those who can afford high-cost plans will
get the highest-quality health care. “In
the car market, what is the best car in the
U.S.? Toyota,” she said. “Is that the high-
est-cost car? Not by a long shot.” Instead,
it’s the best-quality car “because that’s
where all the money is. That’s the mass
market.” �
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