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PROCEEDINGS

WELCOMING REMARKS

MS. OHLHAUSEN: Good morning, everyone. I”m
Maureen Ohlhausen, the Director of Policy Planning at the
Federal Trade Commission and 1°d like to welcome you to
our workshop on innovations in health care delivery.

I just want to give you a few administrative
details before we start. If you need to use your cell
phone, we’d ask that you actually go out through the
double glass doors here into the bigger lobby because the
noise carries through into here.

Also, we do have a WiFi hot spot here
accessible at the workshop. So, feel free to use that.

And then on security details, if you go outside
the building, you are going to need to go back through
security to get back in. So, give yourself some time if
you need to do that.

In the event of a fire or evacuation, you will
exit through the main doors here and then we have a
rallying spot down at the corner here across from
Georgetown Law School on this side of New Jersey Avenue,
because we have a checklist of the names of everyone who
is here so that we can be sure no one is stuck in the

building.
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IT you spot any suspicious activities, please
alert Security.

During the panels, if you have any questions,
in your packet, there are index cards. You can write
them out and hand them up and a staff member will bring
them up to the moderator.

I also want to stress that we have public
comments for the workshop that you can submit on our web
site up until May 30. So, we can only cover a small
slice of any issue in a one-day conference. So, I really
encourage people, once you’ve heard what’s said here
today or you think we should know about other
information, to make use of that public comment option.

I would also like to thank Microsoft for
providing the coffee and bagels today.

Now, it is my pleasure to turn over the podium
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OPENING REMARKS

CHAIRMAN KOVACIC: I want to thank Maureen and
her team for putting together a fabulous agenda today. |1
am especially grateful for the many participants who are
here, which is really a Cooperstown quality line-up for
the day’s program, which 1 think really ensures just
fantastic results.

I want to talk for a bit about why the agency
is having this event. And not so much to describe what I
think are the self-evident benefits of discussing these
issues at this time, but to talk a bit about why this
agency is a convener for this kind of program, I think,
is highly suitable. 1 want to focus on the benefits for
a few moments of having a dual purpose institution with
our design and why this type of program and endeavor, |
think, helps fulfill the promise that was set for the
agency decades ago.

As my colleague, Marc Winerman, has pointed out
in his research, the notion of combining consumer
protection and competition policy functions in one
institution was somewhat of a matter of accident. We
were really born almost 100 years ago with the
expectation that the competition policy and research part
of our portfolio would be the dominant element of what we

do. The focus on consumer concerns and consumer
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protection emerged really in the first 30 years or so of
our operations.

But what 1 want to point out today is that
combination of functions is uniquely useful in the
examination of the issues that are on the agenda today,
and especially in their capacity to expand the
effectiveness of consumer choice and to talk a little bit
about the institutional implications of how we should be
using our resources.

I draw your attention as well to earlier work
that has probed, in a very significant way, the health
care sector. Looking at both competition and consumer
protection perspectives, the exceptional paper that was
done with the Department of Justice and the FTC -- and we
are enormously glad to have one of the major contributors
to that effort, certainly on our side, the principal
author, David Hyman, who’s here today on the program --
and a journal that captures a number of different
observations of this kind of work.

I highlight this because 1 see this workshop
as an extension and continuation of an extraordinarily
useful line of work, which makes the Commission a
convener for the purpose of enriching our knowledge base,
something 1”1l turn back to in a moment, and establishing

a context In which specific policy initiatives,
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enforcement programs, suggested rules, legislative
guidance can take place.

To remind you simply of something I think is
well known to this audience, why conceptually does it
make a great deal of sense for this agency to have the
health care portfolio that i1t does? The competition
policy focus tends to emphasize increasing the range and
variety of choices that consumers can choose from in this
sector and others. And the value of the consumer
protection program, the complementary dimension of our
jurisdiction, is to ensure that consumers, in seeking to
make choices across an array of different product
possibilities, make well-informed choices and make well-
informed choices with respect to those items that they
can see very clearly, and perhaps, with disclosure
requirements or other policy approaches, can have a
better basis for choosing, and indeed, in some instances,
where they are unable to choose, to ensure that policy
surrogates are available to ensure that choices actually
made serve their best interest.

Three approaches to expanding the range of
choice. Certainly, one is to improve incentives for
providers to reduce costs and enhance quality. That is,
to give the whole range of the health care sector

providers inducements to provide better choices, suppress
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devoted not simply to understanding how the supply side
operates, but also focusing on the capacity of individual
consumers to correctly comprehend the choices before them
and make intelligent selections, and not simply with
respect to this workshop, but to others that have focused
on issues such as behavioral economics. You see a deep
and abiding concern within this agency of the capacity of
individuals to make sensible choices or to rely on
intermediaries to assist them in making good choices.

The second reason for combining these
functions, and I would suggest to you again that when you
look at the agenda, you see a synthesis of these
approaches, is that it gives us a greater ability to
devise more complete policy responses. If it were a law
school exam, to make sure that we spot all the issues,
and not simply spot them, but address them in a
sophisticated A minus to A plus level, of course, all the
time.

One example is the use of ever more
sophisticated electronic databases for pooling
information and for disseminating information about
matters, such as patient histories and care histories.

It has given us the ability to understand the benefits
associated with electronic collection and storage and the

retrieval of data. That is, the benefits with respect to
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treatment. |If instead of simply relying on small

isolated pools of experience, you are able to link them
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social preferences and norms.

What does this mean for our program and how we
operate? It means that instead of simply relying on a
single dimensional policymaking program, we have tried
increasingly to use a broad array of policy instruments
that in many ways, again, are faithful to the basic
institutional design that put us now approaching our
100th anniversary. Law enforcement being particularly
important on the competition side to prevent restraints
involving supplier behavior that diminished choices; from

the Consumer Protection side, especially in health care

where we have relied increasingly on competition ar4(10 )Tj2.842 -2_ctasst di.ss
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And I bolded the point about building
knowledge. 1 would say that the conventional criticism
of public institutions dealing with the phenomena we do
is that they are too slow and too limited in their
knowledge base to make sensible choices. It takes them
far too long, in the exam writing scenario again, to
identify the right issues, and then when they have
identified them, they do not know enough to come up with
a sensible solution, so that you get inadequate results.

Our major policy response over the past few
decades has been to focus, in particular, on the building
knowledge component. To use our own research and
analysis projects, empirical projects involving things
such as authorized generics, a major study that we have
underway now, but to engage in a much broader program of
public consultations. That is, to get the gallery of
stars that you have on today"s agenda to help teach us
about what we should be focusing on and to encourage a
conversation that puts us in a position to pursue better
policy results and to make this a conscious element of
what we do.

Tim Muris, Debbie Majoras referred to this as
competition and consumer protection, research and
development. That is to model us as though we were a

firm that did high technology related work, and
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necessarily to do that, has to have a major investment in
building knowledge, research and development.

To Finish on this, I think that, again, the

13
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of institution do we want to have in this field and
others when we reach our centennial?

And a last thought is that | think a dimension
in looking ahead, if I were to add something for our
agenda over the future is the benefit of comparative
study. 1°d mention two jurisdictions here. That is the
Netherlands and the United Kingdom, which to a great
deal, stimulated by the report that I mentioned at the
beginning of my comments, decided to undertake a
fundamental reassessment of the way in which they deal
with health care issues.

I think as a response there are enormous
possibilities here for learning across jurisdictions and
something | hope to do, especially by the development of
this kind of policymaking instrument, this type of
workshop and seminar, to engage in a continuing
discussion with our counterparts who have invested top-
rate resources into the examination of these issues and,
to a decided extent, have tried to integrate these
disciplines into comprehensive policy approaches.

So, I want to thank you once again for
participating In this venture, which I hope I have
convinced you is absolutely indispensable to the way in
which we approach policy today.

And to turn the session over to Gus Chiarello,
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who is one of Maureen’s colleagues. And by way of self-
indulgence, 1 will simply mention my own pride that both
Maureen and Gus, who are featured in this program, are
former students which just goes to show you can’t ruin
really good talent in the classroom.

Thank you very much and best wishes for a
wonderful event today.

(Applause.)
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PANEL 1: LIMITED SERVICE CLINICS

MR. CHIARELLO: Thank you, Chairman Kovacic.

I would like to welcome you to our Ffirst panel,
which is a discussion on limited service clinics. Over
the past several years, the health care marketplace has
seen the development of small clinics located in retail
settings, often staffed by a nurse practitioner qualified
to provide diagnostic evaluation and treatment for a
limited set of disease states and medical conditions.

Located where consumers shop, with early
morning and evening hours, these clinics aim to provide
quick and competent services with transparent pricing and
the greatest possible convenience to consumers. They are
not without their critics, however, as some have raised
concerns that limited service clinics undermine
continuity of care provided by treating physicians, lack
proper medical oversight, present public health issues
and may be subject to commercial incentives that could
adversely affect the quality of care.

Our panel consists of some of the top experts
in this area, and I would refer you to your folders for
each presenter’s full biography. But by way of brief
introduction, to my far left is Mary Kate Scott of Scott
Consulting. To my immediate left is William Sage of the

University of Texas at Austin. To my immediate right is
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1 Sara Ratner, who is a senior legal counsel of

2 MinuteClinic. To Sara’s right is Dr. Robert Corwin who
3 will present on behalf of the American Academy of

4 Pediatrics, and to my far right is Web Golinkin who is
5 presenting on behalf of the Convenient Care Association.
6 With that, 1 will turn it over to you, Mary

7 Kate.

8 MS. SCOTT: Thanks, Gus. So, Gus asked me to
9 talk for exactly 12 minutes and I promise to start and
10 finish exactly on time.
11 I want to tell you, two things are going to
12 happen in the next 12 minutes. Two things. The Tirst
13 is, I will provide an overview of retail clinics. The
14 second i1s, about 330 Americans will phone a physician
15 because they have a common medical complaint and they

16 772 .8d4Q refePad The tietiodaodionul deddt tivee B3 tbtd gaeri&gency rooms )Tj-2.242 0 Td(1¢
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rooms that have these great signs in them and they say,
please invite the customer to the meeting. So, as I talk
today, as this panel talks, | just encourage you to
invite those people to this meeting, and not just the 54
that heard no, but the 330 that actually might be
interested iIn hearing about retail-based clinics.

By way of introduction, the California Health
Care Foundation two and a half years ago approached me to
write two reports on retail health clinics. Their
interest was in seeing if the retail clinic would improve
access for the safety net population. Those two reports
subsequently outlined the business model and the second
one was an update. Both of those reports are sort of the
basis of this presentation. You are welcome to download
those either at my web site, which is also in your
slides, or the California Health Care Foundation web
site, CHCF.org, and they are free and downloadable.

So, let me jump in. Gus asked me to talk a
little bit about an overview of this model, and when I
talk to you about the care and the business model, who
are the operators, who are the retailers, who are the
consumers, give you a sense of what the players are in
the field and then talk to you a little bit about what
will happen in the next, 1 think, 12, 24 and 36 months as

retail clinics start to gain traction within mainstream
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health care.

So, a couple of images. Traditionally, retail
clinics have been inside retail locations. They are a
small location. They are usually 200 to 500 square feet.
They are staffed by nurse practitioners and they look
after routine medical complaints. You can see many of
them look a lot like this. They have menus and often
people call them menus where the consumer can see exactly
what they need. So, in other words, it will say
something like strep throat or, you know, flu shot.

A couple of images for those of you that
haven’t seen them. They are really not spartan. Many of

them have two rooms. They’re quite attractive. Many of

them have fold-down3.1f.ods, sw twoo rooms. They’re quiiges for those of you th

A couple as and they look

13suppli reta
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about not waiting, but it is about a guaranteed
appointment time, it is about knowing when they will be
seen, it’s about a convenient location where they live
and shop and work.

The third thing that you do when you limit the
scope of service is you can improve the quality. Someone
on the panel actually recently had back surgery and I am
always tempted to ask people who have back surgery, did
you go to somebody who has done it 400 times or twice?
Which would you choose? Somebody who has done it 400
times or twice? When you do the same thing over and over
again, when you use technology to actually ensure
convenience and pace, the technology also allows you to
ensure quality.

A couple of my colleagues are going to talk
about some of the quality studies, but I would encourage

you to have a look through some of those.

20
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900. We think there is about 1,100 right now. It"s
always hard to keep this slide updated. 1 would forecast
about 1,500 by the end of the year.

So, who are the players? Well, there’s
operators and retailers and, increasingly, they are
overlapping. There are about 50 operators. They are
national, regional and local players and the retailers
are also national and regional, and the retailers are
grocery, drug and mass merchandise. So, of course, by
drugstore, of course, they are in CVS and Walgreen's,
they are in Rite Aid and Long’s and Duane Reed, and
they’re in Wal-Marts and Targets, and they’re in many
supermarkets as well, Albertson’s and so forth.

A lot of people find it interesting to think
about who these clinic players are. The top ten, by the
way, of clinic operators represent about 85 percent of
the industry. OF that top ten, three are retailer owned.
So, CVS owns MinuteClinics, Walgreen’s owns TakeCare
Clinics, Target owns its own clinics.

The next sort of players are the independent
operators, and these are folks like RediClinic. You have
Web Golinkin who is here from RediClinic. And you’ve got
the other independents, like The Little Clinic, Med
Express and Quick Health.

The other players are hospitals, and let me

21
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talk a little bit more about hospitals because they are a
recent entry into this arena, which 1 think is an
exciting trend as we see retail clinics being connected
more to mainstream health care.

So, these different types of clinic operators
have different reasons for being. But, iIn essence, what
they are doing is they are including a service model to
ensure that their stores are relevant to consumers. They
are saying that if I include service In my retail offer,
I can get a deeper relationship with the consumer.

Hospitals are a little bit different.

Hospitals see this as an opportunity to serve new
patients and bring new patients in and serve existing
patients. What we are seeing is hospital providers are
participating either as operators or as partners. So,
many hospitals actually affiliate with different clinics
and either provide oversight or they provide staff or
they provide a brand. But some hospitals are actually
operators. So, Sutter, for example.

Another one is the Mayo Clinic. 1 always love
this quote and I know Web is going to talk more about the
consumer, but the Mayo Clinic came out and said,
“Patients tell us this is what they want.”

It is worth noting the Wal-Mart strategy. |

think 1t i1s really interesting, and it will certainly

22
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the consumers said, as | get used to using these clinics,
I will expand my reasons for using them.

So, what will impact retail clinics in the next
12 to 36 months? First of all, we are creating 6,000
clinics. Now, again, a lot of people will tell you they
are creating a lot more. 1 think that is a pretty
ambitious forecast. It was interesting when I was trying
to figure this out, how many would open. One of the
people 1 talked to was Starbucks because | was trying to
figure out how fast can you open stores because 1 was
thinking not just the demand, but how possible is i1t to
open this many clinics?

But what it really means Is we are creating
tremendous capacity, and it is new capacity. We are
creating about 45 to 50 million visits. Well, if you
look right now in terms of what we need, we really only
need about 20 to 25 million visits. So, we are creating
40 to 45, but if you look at the current scope of
service, we need 20 to 25. So, what will happen for
those additional?

What 1 think we will see iIs an expanding

demographic, and 1°m going to start top left. 1 think we
will see a lot more publicly insured patients. 1 think
we will see a lot of insured patients. | think we will

see a lot more well baby things. There will be a lot
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more things that these clinics will start to do.

I think technology is also starting to enter
the arena. We have seen the first clinics implement
telemedicine within their clinics and they are basically
bringing the physician in via telemedicine into the
clinic, and 1 think once you get the physician into the
clinic, we will see another expanded scope of service.

The other thing that technology will also do is
it will enable new screening devices, new tests and new
drugs. An example of that might be some of the 15-minute
infusions and the specialty drugs that can actually be
handled in these clinics.

I personally believe that it actually will
remain about common, acute conditions, because that is
what 1 think the consumer is saying that they want to
see. So, I think that will remain core. But I think as
we start to see these clinics expand, to really have a
look at some of the technology that will actually drive
this expansion Is pretty interesting.

I have a couple of examples up here in terms of
some of the devices that I think might be sold or some of
the different specialty medications.

The demographic appeal, 1 think, will be really
important. This is an important announcement. 1 used

this one to say RediClinic now accepts Medicare. In
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fact, many of the clinics are now starting to. This 1Is
actually creating interesting dynamics, but it will start
to be, 1 think, an important demographic.

I have done some work with what I call
specialist clinics and we are starting to see a number of
the community health care centers looking at either
operating or affiliating with different operators, either
through voucher systems or actually being a co-branded
facility as they think about how to apply either the
principles or actually operate clinics to serve their
safety net populations.

We are seeing employers as well -- and this is
going to be exacerbated. 1 think you have all seen the
Walgreen®s announcement where they bought Whole Health
and Eye Tracts. So, what we are seeing is employers are
also looking at using clinics as part of not just
acute-care but for preventative programs.

As 1 mentioned, we have stored value cards. It
will be interesting to see how we see state governments
respond, not just as regulators, but as purchasers.

There are a number of studies that 1 would
encourage you to have a look at. 1 know a number of
comments are going to be made on those and about the
payers as well.

My last comment is just about legislation, and,
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again, other people will cover this, but 1 want you to
think about the buckets of legislation. 1t’s mostly
about state legislation and the nurse practitioner and
their scope of service and their ownership of the clinics
and the prescribing authority.

People always ask me where the reports are.

You are welcome to download them, and I°m really happy to
take questions. But it’s been 12 minutes. Please do not
forget those 54 people.

(Applause.)

MR. CHIARELLO: Thank you, Mary Kate. As Bill
Sage makes his way to the podium, 1 would encourage you,
ifT you have questions, to use the cards inside of your
folders and please have them filtered up here.

MR. SAGE: Good morning, everybody. Mary Kate
has made it very tough on me. It’s hard for a professor
to follow someone who kept exactly to the appointed time,
but 1 will do my best.

I call this presentation a Test Case for Health
Care Delivery Innovation and American Politics, which 1|
think is really the question that retail-based clinics
present for us. To a large degree, 1 think the
difference between the way that both Mary Kate and 1
describe these as retail-based clinics and the title on

the program, limited service clinics, captures this

27
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political challenge as well as the core delivery
challenge.

Are we going to think about these mainly in
terms of what services they provide and how they provide
them or are we mainly going to try to apportion them
politically among the different players in the American
health care system and try to figure out how these
squeeze in without squeezing too many others out?

Remember Newt Gingrich? Well, In 1995, Newt
Gingrich wrote this in Forbes magazine: “One of the
challenges 1°ve made to doctors is | said, you’re either
going to Canada or to Wal-Mart. You can either go to a
nationally controlled bureaucratic structure or you can
go to the marketplace, but you’re not going to stay in a
guild status where you have all the knowledge and you
share none of it.”

What happened? That’s what happened. This
isn’t Wal-Mart, actually. But the Wal-Martization of
health care, if you will, is now a serious issue. |
think 1t Is iInteresting to think about this in light of
Gingrich’s original challenge of Canada versus Wal-Mart,
because Gingrich thought that what he was saying was,
well, either this is going to be a single payer,
nationally controlled, governmentally run and funded

system or it’s going to be private competition in the
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marketplace.

But there is also a fundamental difference
between an image of Canada in health care and an image of
Wal-Mart or other retail providers in health care, and
that is the difference between focusing on the problem of
medical access as a problem of insurance, solvable
through things like national health insurance, or as a
problem of health care services, solvable by innovations
in health care delivery, which is why I am absolutely
delighted that we are here talking today about health
care delivery.

IT you look back at the experience of the
1990s, or at least consider it the way I look at it, it
was in a few different categories. We did okay iIn terms
of the iInsurance reform aspects of health care reform iIn
the 1990s. There was Federal HIPAA, the First major
amendment to the ERISA statute having to do with health.
There was a lot of reform at the state level iIn terms of
individual and particularly small group insurance
coverage.

We did not do too well at either financing or
purchasing. Financing was the idea that we would
actually be able to decide how much money needed to go
into the system to provide a decent level of care for

everybody and we did not do that at all. We did not do
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that well in purchasing. We talk about things like
purchasing cooperatives and they’re back now in things
like the Massachusetts Connector, but we really did not
get very far. The best we got, in terms of purchasing,
was sort of private purchasing and that was sort of
managed care. Then, we thought -- well, maybe we really
did not think about delivery reform. 1 spent the first
six months of 1993 in the White House working on health
care reform. There were 24 working groups in that very
arcane and ultimately ineffective process, and | was
responsible for four to five of those working groups and
there was not a single working group of the 24 that had
as 1ts fundamental mission evaluating the way that
American health care was delivered or figuring out ways
to improve it. We just did not try.

Managed care, we sort of said, well, maybe they
should try, but then we decided -- what we called patient
protection was more important than delivery innovation,
so we stopped.

So, at the end of the decade, we have
absolutely nothing, 1 think, to show in health care
delivery form, and 1 am hoping that this and future
decades will be different.

So, why do we get retail clinics? Well,

government cost control failed, private cost control
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failed. We put more cost responsibility on consumers.
We did not really listen to what consumers wanted. Then
we had a political overlay supporting something which we
now call consumer directed health care, which did create
some benefits in terms of a new found emphasis on both
price transparency and quality transparency and then had
a little tax subsidy along with health savings accounts
and spending accounts to nudge it. And 1 think these are
the various things, but focusing mainly on the fact that
nobody seems to have been able to control costs in
traditional ways, either public through government or
private through managed care. We’re now looking for
other things.

What are the characteristics? Mary Kate said
this very well. These clinics are associated with mass
retailers, they lease space, they are small, they have
expansive hours, no appointments. They have posted,
transparent, consistent prices. They do both what one
operator calls “get well” services, basic medical care,
and also “stay well” services, basic preventive care.
They use mainly nurse practitioners, physician
assistants, and they rely substantially on electronic
information systems both in terms of record-keeping and
decision support.

So, let"s now step back and look at these in
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health policy terms, and we always do this in terms of
access and cost and quality, to which many of us add a
fourth pillar to the stool which we”ll call innovation.

So, access, what are the access potentials for
retail medical clinics? Well, lower prices and high
convenience improve access at the margin. We all know
that. Unlike insurance models of access, this does not
really depend on people deciding to enroll iIn insurance.
You do not have the same sorts of take-up problems. This
puts care where people live and where people work.

Back in the 1950s, we decided we would protect
ourselves from then Soviet nuclear attack by dispersing
the American population. Well, we managed to disperse
them away from many sources of medical care and also keep
them from walking, allow them to get fat, and otherwise
make 1t hard to save on energy.

But one of the byproducts is that we do not
have health care where people are. When 1 first got
interested in this area, | looked for the basic statistic
of where were Wal-Marts, and that’s not also where were
HEBs or CVSs, just Wal-Marts, and | found out that --
this is about three-year-old data -- 50 percent of
Americans live within 5 miles of a Wal-Mart and 90
percent of Americans live within 15 miles of a Wal-Mart.

Not a bad way to get access to services.
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Moreover, we always point out the irony of
large retailers getting interested in this when they do
not always have generous health benefits for their own
workers. One of the inevitable byproducts of this
movement, | think, is they will have services available
to their workers and these large, retail workforces will
find their access improved, as well as general access.

What are the cost sides? Well, there’s a

commitment to low point of service priceshis Td( We co.24 0 Td(8 )TJ96h5Td(
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that people now understand that regular medical practice
is highly variable, doesn’t necessarily adhere to best
practices and has major safety lapse associated with it.
There is also now an understanding that value
for money is not a dirty word in health care. Back in
1994, 1 helped develop a health proposal for an
unsuccessftul gubernatorial candidate, and the proposal
that both I and a McKinsey consultant, also volunteering
in the campaign, put together had as its centerpiece
“value for money.” We were laughed out of the room by
her political consultants. They said, no one thinks
about health care and value for money, especially on the

Democratic side.

What was Hillary Clinton®s first position paper

in this campaign? It was health care as value for money.
This is now part of the discussion.

I think the trusted brand aspect of quality is
really important, and here 1 think the distinction
between Canada and Wal-Mart has incredible importance.
One of the problems with managed care is that even if it

had a brand name, it was a brand name insurance company,

and no matter what you see about good hands on TV, people

do not naturally trust theilr insurance companies.
Trusting a service provider is an entirely

different matter. Many people have very high levels of
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confidence in recognized consumer brands.

Now, an aspect, of course, of quality here is
that this does depend -- this model does depend on
patients having some idea of what is wrong with them.
You have to know basically what service you need and that
this is a service that the clinic is going to provide.
And that aspect of patient participation, | think, 1is
essential both to the design and to the operation of the
model .

I want to stick to my 12 minutes. 1 think one
of the great success areas has been in compliance for
antibiotic use. Here, 1 do not have the data myself and
I will not overly emphasize, but I think we will be able
to see things happening in terms of empirical reports in
the next few months which will demonstrate that many
aspects of retail clinic practice are extraordinarily
highly compliant with professionally designed
guidelines. |1 think the key to reducing unnecessary
antibiotic use has been the time that providers in these
settings can spend with patients, a half hour versus five
or six minutes for the average physician visit for a
simple problem, and the fact that you are really not
imposing large direct costs or costs of Inconvenience on
patients.

They do not wait, they do not pay a lot, they
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do not struggle to get in, they do not take time off
work. And at the end of the day, they are much more
willing for $50 to be told, here is what you have, it is
not treatable with an antibiotic and here is why and here
is the guideline to show it.

Innovation, though, I think, is the critical
aspect here. A lot of the innovation Is innovation you
have heard described around information systems and
decision support and miniaturized diagnostic
technologies. These businesses would not exist but for
the miniaturization of diagnostic technology. But 1
think the more important innovation is the iInnovation in
terms of suiting the preferences of consumers. And 1
think here the critical point is that this is continuing
innovation.

Even the most progressive members of the sort
of traditional medical reform establishment have always
thought about being patient responsive as a one-shot. We
know that for the last 50 years, we have not been
responsive to our patients, we are going to change, and
starting tomorrow we are going to be patient responsive.
But these host businesses do not think of it as a
one-shot, they think of It as a continuous process.
Every year, they are going to be trying to figure out

what consumers are going to be wanting one, two, Ffive
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years down the road and anticipate that.

And that,

37



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

you run a system where you have to somehow decide that
money and time are irrelevant and you are going to have a
health care system that completely ignores them. We need
a health care system that incorporates them. Thanks.

(Applause.)

MR. CHIARELLO: Thank you, Bill. Sara?

MS. RATNER: When Gus asked me to speak, he
asked me to describe a little bit about the MinuteClinic
model. Right now, MinuteClinic is the largest operator
in this space. And to also discuss a little bit about
the legal space that we operate in.

MinuteClinic was founded in 2000 as QuickMedx
and converted over to MinuteClinic in about 2002. At
that point, we started accepting insurance. This model
was originally developed as fee-for-service where
patients pay cash. One of the reasons is to avoid the
bureaucracy created by dealing with insurance companies.
But in 2002, a strategic decision was made to get into
that space iIn order to increase utilization and work with
a larger population.

In 2006, MinuteClinic was acquired by
CvVS/CareMark. Currently, MinuteClinic is operating in
about 25 states with 500 and -- this is slightly outdated
-— 1 think 519 clinics today. We operate across the

country in various markets.
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Over the past several years, retail clinics
have gained a lot of attention in the media. As you can
see, it has been featured in articles. 1It’s been a
feature article in numerous magazines and there have been
interviews on the nightly news. It has gained a
tremendous amount of attention. 1 think the next slide,
where MinuteClinic was featured as one of the Top 10
Innovators in the past decade, is evidence of that. We
were featured with Google, the Blackberry. 1 think this
is a pretty important depiction about how retail clinics
are viewed.

MinuteClinic"s strategic vision has about five
components. The first, which is our prominent focus, is
providing high-quality care. 1 think if you are a health
care operator, that has to be your foremost concern and
you will not succeed iIn this space without keeping that
paramount.

We provide integration around a medical home.
You cannot operate in a silo. You need to operate in an
area In a way that allows you to integrate with a primary
care provider and MinuteClinic does that by providing,
within 24 to 48 hours, the medical record created at the
visit. They provide it to the primary care physician
that the patient selects at the time.

We align ourselves around cost-conscious and we
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are also convenient. So, we try and keep our costs
relatively low and we try and locate our clinics in
convenient locations where patients can access Uus.

And the last point is that we provide an
electronic medical record. It is integrated into our
system and it is also provided to the patient so the
patient has their own record to take with them at the end
of each visit.

MinuteClinic has been -- it is a right-sized
engineered concept. |If you compare it to ER’s, urgent
care facilities and medical offices, the critical
difference is that we treat a much more limited scope of
service and we do not use the capital intensive equipment
required in the other settings. We do not have a lot of
diagnostic imaging -- we do not have any diagnostic
imaging capabilities. For services that are required, we
would refer a patient to another health-care setting.

This slide lists our scope of service. You can
take a look at it. But as you will see, there is a list
of common illnesses and, recently, we have entered the
wellness and prevention space, doing screenings such as
diabetes, hypertension, cholesterol and obesity.

There are several components that drive quality
in MinuteClinic. The first is the focused range of

services. We know what we can treat, but we also,
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equally as important, need to know what we cannot treat
in order to triage the patient to the appropriate health
care setting.

We are staffed by board-certified nurse
practitioners and physician’s assistants. In every
market, our practitioners are supervised by board-
certified medical directors. In certain states, such as
Oregon, Washington and Arizona, nurse practitioners have
independent practice rights. But even in those states,
MinuteClinic does have medical directors acting in an
oversight function doing chart reviews and the like.

The patient record is then given, as 1
mentioned before, to the primary care provider at the end
of each visit. It is sent usually within 24 to 48 hours,
either fax or U.S. mail.

One of the central components, which 1 will
talk about in the next couple of slides, is the
electronic medical record. 1 think this is central to
almost every retail clinic and it is critical in today’s
environment.

The last component is the in-network status
with most major insurance companies.

One of the foundations for this is quality.
All of our practitioners are credentialed using NCQA

Guidelines. Obviously, this is an insurance standard,
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but our feeling is that in order to credential
appropriately we need to hold our practitioners to the
same guidelines as our insurance companies do. So, we
credential using those guidelines.

Our practitioners go through an extensive two-
week training process prior to working in any clinic.
Their competency is actually verified at the end of going
through that training program and they are actually
required to re-certify through every module at the end of
each year. So, they are held to a high standard and they
are also required to go through updates because,
obviously, the medical literature changes, guidelines
change, and the nurse practitioners need to know about
that.

Built Into our system are specific guidelines
for treating patients, and these guidelines have been
developed by ICSI, the American Academy of Pediatrics and
the American Academy of Family Physicians. Also,
recently, the AMA and AAFP came out with desired
attributes for retail clinics with which we comply as
well.

One of the things that we are most proud of is
that, as of August 2006, we are Joint Commission
accredited. For those of you who are familiar with that,

that is a very rigorous process. |If you add a certain
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amount of facilities per year, you have to go through re-
accreditation every six months. At this point, we are
going through re-accreditation quite often, and it is a
difficult standard, but something that we are very very
proud of.

Our EMR 1is something that is home-grown, but it
is a proprietary-based system. It allows for a certain
amount of continuity of care to enable the patient’s
medical record to be transmitted to the primary care
provider. Imbedded within it are best practices, and it
is a decision support tool that allows the nurse
practitioner to basically check off, going through
certain types of medical history, making sure she takes
appropriate vitals, things of that nature. So, it is a
decision support tool that we are pretty proud of.

Also built in with that are circuit breakers.
So, if a patient has a 104 fever and there are other
indicators that this is not the appropriate setting, our
EMR will actually have a pop-up to the practitioner
saying a triage is appropriate. 1 think critical to this
model is knowing what you cannot treat, and while nurse
practitioners are licensed to treat a whole range of
services, practitioners coming into this space need to
recognize that this model is a lot smaller than what they

are used to. So, while they are used to treating things
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I am going to actually skip to -- these are all
slides that Mary Kate has spoken to as well -- the legal
challenges, which has been a critical hurdle for us at
this point. We deal with scope of service challenges,
scope of practice challenges. One of the most difficult
items in this iIs the staffing model and how to create it
with physician oversight that complies with every state
requirement. Texas, for example, has a 20 percent
on-site requirement. South Carolina has a three to one
physician ratio. It is extremely difficult in creating a
consistent business model that complies with every state.
So, that has been a particular barrier for us, something
that we comply with, but something that is very
difficult.

Also, in rolling out these clinics are
structural issues. Some states prohibit the corporate
practice of medicine, which essentially prohibits a
corporation from engaging in the practice. Only
professionals licensed can form a corporation to
practice. So, that has been a particular barrier for us
and something that we have tried to work around and
engage local providers with as well.

Facility and lab licensure has been a difficult
process. For example, in Pennsylvania, every clinic has

to have a lab director. That is not our business, that
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is not the space we’re in, but it is something that we
have to comply with, even though we are not a Quest Lab,
for example.

Some of the other areas, especially being
located in a retail clinic are anti-kickback issues and
self-referral prohibitions, advertising regulations.
There have been regulations promulgated by medical
societies, boards and other local authorities governing
this area which have been particularly cumbersome.

There are right now a couple of state-specific
issues that are on the table. Some of you know that
Massachusetts recently passed a regulation dealing with
limited service clinics which allows these clinics to
operate in the state but under certain guidelines.
Illinois, Tennessee, D.C., Rhode Island, New York, all
have proposals on the table in some fashion to regulate
this area. 1 guess our challenge at MinuteClinic is
trying to operate consistently within this highly
regulated environment and work with states on how to
regulate effectively and not to overly regulate this
innovation compared to other health care providers in
that space. Thank you.

(Applause.)

MR. CHIARELLO: Now we will hear from

Dr. Corwin.
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parents, patients and pediatricians, the mutual respect
and trust that define that relationship, that is
available 24 hours a day, seven days a week, 365 days a
year is ideal and is based in effective and respectful
communication on an ongoing basis. It takes advantage of
teachable moments in health care delivery whenever they
occur. Often, they are during the period of time in
these so-called minor illness limited type visits. These
are not just about a sore throat. Children do not
necessarily come in with a specific initial complaint
that is noted. They come iIn because they are sick, they
are ill, they do not feel well. |In fact, it is our job
to try to discriminate what is going on and that is quite
an extensive process and takes a great deal of knowledge,
ability and experience.

So, those teachable moments can happen during
that period of time and you may be dealing with something
you did not think you would when it said earache or sick
as the diagnosis to begin with. The shared collaboration
and communication delivered by the physician leads to the
value of the medical home, as you can see on this slide.
This value for the patients, parents and health care
delivery system has been documented by a number of
studies that can be discussed at another time. But the

Commonwealth Fund, the Center for Evaluation and Clinical
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Science at Dartmouth, Barbara Starfield’s work at Hopkins
all speak to this specifically and have some data to show
that, in fact, the medical home is valuable and, in fact,
saves money in the long haul.

On the next slide, you can see that we in the
Academy decided when we learned about this new innovative
technology of retail-based clinics to participate to the
best of our ability, and we were invited to participate
in the Wal-Mart Summit on Health Care Delivery Systems in
the summer of 2006. We met, during late 2006 and early
2007, with a number of the leadership of the retail-based
clinics, insurance companies, and discussed our concerns
as pediatricians with the fact that children are not
small adults, and the kind of care that is delivered to
them i1s different than you would do for adults, and iIn
that type of setting that we were concerned about what
would happen in terms of the issues that we will talk
about in a minute.

All of these concerns were met with
understanding and a sense that the Academy has always
spoken up for children. In fact, our tagline is
“dedicated to the health of all children.” So, from our
perspective, we are not saying anything new, we are
merely iterating and reiterating what we have said for

the last 32 years, that the medical home is the best
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model of care for kids.

These are the concerns that the Academy has
with retail-based clinics, and it is articulated fairly
well in the policy statement that we provided in the

handout. However, what 1 would say is the following, Tc -45.115 -3.16558.7 eNeh
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practices is somewhat limited, even though all of us have
access to the web and access to the information. So, |
would have that as one concern.

The second concern about the communication
between a retail-based clinic and the physician, the
primary care physician, is excellent unless the parent
decides they do not want to let that information be
transferred. 1In fact, they have the right not to allow
that information to go. They do not want to let their
doctor know that they went to a retail-based clinic. |
do not know the numbers, 1 do not know if that is really
going to be a big issue, but it certainly is an issue and
we know people who do that. So, it is transfer for
information.

The hand-off of information In medicine iIs one
of the biggest places where there are concerns about
errors being made and they certainly occur even in large
groups. We make a very careful approach to transferring
information to each other when we sign out, when we sign
in to other physicians, and | must tell you that even
with that, there is sometimes miscommunication that goes
forward.

In pediatrics, especially, when we really have
a parent who may be with a child all the time, the

primary caretaker. The other parent, a grandparent, some
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innovation s going forward, we are just concerned about

it from the point of view of what is good for the

children in the United States of America. We are

dedicated to the health of each child. Thank you.
(Applause.)

MR. GOLINKIN: Good morning. So, I think a
bigger challenge than Bill had following Mary Kate, who
stuck to her 12 minutes, 1s being the sixth presenter on
the same topic. So, I will try to add something to this
discourse.

My name is Web Golinkin. 1 am the President of
the Convenient Care Association. 1 am also the CEO of
RediClinic, which is one of the larger convenient care
operators. But 1 have got my Convenient Care Association
hat on today. So, I guess, first of all, just to very
briefly reiterate what a number of other people have
mentioned, the industry has grown very, very fast over
the past year and a half. When the Convenient Care
Association was founded about a year and a half ago,
there were about 150 retail clinics in the United States.
Today, there are close to 1,000.

According to our estimates, about two and a
half million or probably upwards of two and a half
million consumers have been treated in retail clinics

without any safety issues that we are aware of. The



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

54

projections, as a number of people have mentioned, are
that there will be about 1,500 retail clinics by the end
of this year and maybe as many as, 1’ve heard, 5,000 by
the end of 2010. I will talk about that a little bit in
a minute.

So, the question is, why is it growing so fast?
The answer is really simple, which is, that consumers
have embraced 1t. They need i1t because they are
frustrated by lack of easy access to high-quality,
affordable, routine care. 1 think this problem is only
going to get worse, which will stimulate further demand,
because there is a primary care physician shortage
certainly in some parts of the country.

I do not know if any of you read the article in
The New York Times a couple of weeks ago about what has
happened in Massachusetts where they basically have near
universal coverage. The good news is that more people
can pay for care; the bad news is that nobody can get an
appointment with their physician. There was one family
practitioner quoted in that article saying that the first
appointment that she had for a new patient for a physical
was In February of 2009. That is in Amherst,
Massachusetts. Not exactly in the hinterlands.

So, there obviously are problems with access

and affordability to routine care that is stimulating
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consumers to try convenient care, and as a number of
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briefly.

One is systemic quality issues. 1 do not think
this is going to happen. There have not been any safety
issues to date. Will there be incidents moving forward?
I think it is likely. There are incidents in the health
care delivery system every day. Will there be systemic
quality issues with convenient care? 1 think it is
extremely unlikely, and the reasons are manifold.

Nurse practitioners and physician assistants
who provide treatment at these facilities are arguably
way overqualified for the limited scope of services that
they are allowed to offer. They use evidence-based
protocols, they use electronic medical records systems.
There are compliance and outcome studies, some of which
have been referred to by the other panelists. There is
physician oversight, there are local referral networks.
These companies are in compliance with all the applicable
regulations.

All of those things and many more make it
extremely unlikely that there will be systemic quality
issues. In fact, as some people have mentioned, 1 think
over time it will be proven that because convenient care
clinics have the luxury of specialization, if you will,
actually the quality of care provided within the limited

scope of practice they offer will turn out to be better
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than at other health care delivery outlets.

As far as the Convenient Care Association 1is
concerned, what it has done is publish quality and safety
standards. That was really the first thing that we did.
Those quality and safety standards or compliance with
them is now a requirement of membership, and compliance
is now being monitored by a third party. Those standards
are actually more stringent than the standards that have
been suggested for retail-based clinics by some other
organizations.

So, number two, what could slow the growth?
Shortage or increased costs of nurse practitioners and
physician assistants, sometimes referred to, although 1
don’t like the term, as mid-level practitioners. So far
we have found that to be manageable. The reason is that
nurse practitioners and physician assistants have found a
new career track that they really like. 1t offers
competitive compensation, more autonomy than they have
been used to, In some cases, more predictable hours or at
least more fTlexible hours.

Recently, there was a study which showed that
74 percent of nurse practitioners working in convenient
care clinics rated their job satisfaction as very good or
excellent. That is a very high level of employee

satisfaction, if you have ever run a company or been in
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an HR department.

Longer term, clearly, we have to expand
educational capacity for advanced practice nurses. The
Convenient Care Association has convened a task force to
examine the issues related to ensuring an adequate supply
moving forward. 1 think this is very critical not only
to the industry but to the health of our country and
population as a whole. So, this issue obviously needs to
be addressed and 1 think it will be.

Number three, what could slow our growth? It
has been mentioned by a number of panelists, regulatory
impediments. They come in various shapes and sizes.
There are clinic licensure requirements, restrictions on
scope of practice and prescriptive authority, physician
oversight requirements. Somebody mentioned the State of
Texas where a physician actually has to be on-site 20
percent of the time that a clinic is open, even though
they are not treating any patients. That actually serves
zero value for the patient. The oversight physicians
that are on-site can be reviewing charts on-line, but
instead, they have to take time to go to a clinic and
basically sit there, and that takes them away from
attending to consumers who really do need medical care.

So, there are, in some states, already some

regulatory impediments that need to be either eliminated
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or reduced in order to facilitate the growth of
convenient care. There is also corporate practice of
medicine in some states, New York and California most
notably, those are significant barriers as well. There
have been bills introduced in a number of states over the
past couple of years in an attempt to add regulatory
impediments which would slow the growth of convenient
care. The one thing that they all share is that they all
have failed, and they have failed basically because this
is swimming upstream.

Consumers, again, need easier access to
high-quality, affordable, routine health care.

Convenient care clinics are providing that. Payers
recognize that this iIs an opportunity to cut costs out of
the system. So, the long and the short of it is, It is
just not a politically tenable position to be opposed to
an industry that is actually providing not a silver
bullet, but a partial solution to what ails our $2
trillion health care system.

So, the Convenient Care Association has done a
better job over the past year educating its various
constituencies, including policymakers and other members
of the medical community. One of the things that Mary
Kate mentioned is that many operators are partnering with

health care systems in the markets they serve.
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RediClinic is one of them. Health care systems are
getting involved iIn this business directly. 1 think as
we move forward and better lines of communication are
established with other parts of the medical community,
the kind of integration and collaboration and cooperation
that needs to happen, will happen.

So, number four, what could slow the growth?
This falls into the category of, is the business model
viable? There has not been too much discussion about
this, but it has been noted recently that a number of
operators have closed their doors. This is not as easy a
business as it seems to be. It takes a lot more capital
than you might think. It is relatively inexpensive to
open a clinic, it is not clear however how many hundreds
of thousands of dollars per clinic it takes to sustain it
to cash flow break even. A number of operators have
underestimated this. They have perhaps counted on
opportunities for scope enhancement or expansion which do
not really exist to the degree that some people may have
thought.

You have to remember that the whole value
proposition is really designed around the 15-minute
visit. |ITf operators add more complex procedures which
the result of which is that they are not able to

consistently deliver a 15-minute visit, then a convenient
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care clinic becomes just like any other health care
delivery outlet and, therefore, would lose its uniqueness
and its value to consumers. So, there are limitations on
scope enhancement.

There is also the danger of over-saturation,
ultimately. |If we are talking about five or six or
10,000 clinics, how many clinics is too much? Nobody
knows the answer to that question.

My own view is that some operators will survive

and ultimately prosper. 1 think there will be some
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I think the convenient care industry will continue to
expand, but perhaps not at the very aggressive rate that
some have predicted. There will be limited scope creep
that will be governed by not only nurse practitioner
expertise, but the importance of the 15-minute visit.

I think convenient care clinics will play a
very significant role in the future in the administration
of broad-based preventive care, which is critical to the
health of this country and which retail clinics are in a
unique position to provide. Things like immunizations,
things like screenings, things like smoking cessation and
weight management, these are things that can be very
efficiently provided in a retail setting.

I think physicians will continue to move up the
value chain as they have been. Ultimately, and when I
say ultimately, 