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March 20, 2009
The Alliance for Health Reform, with support from The Commonwealth Fund, held a briefing at the Columbus Club in Union Station. The briefing addressed payment reform options and answered questions related to alternative strategies for containing costs. 
Ed Howard, executive vice president at the Alliance for Health Reform, extended a welcome from Senators Rockefeller and Collins to those in attendance. He also thanked the panelists for their participation and The Commonwealth Fund for sponsoring the event.  Mr. Howard then noted that while most health care is currently paid for through the fee-for-service payment method, other methods have been proposed. Reforming the payment system is important to getting better value per dollar spent, he added. . 
The co-moderator, Karen Davis, president of The Commonwealth Fund, encouraged the audience to think about payment reform in the context of health care reform, rather than as an end in itself. She suggested that payment reform can be a tool for improving health care delivery and improving the quality of care.  Dr. Davis reminded the audience not to forget about the uninsured in an effort to cut costs. It’s possible, she said, to squeeze out of the health care system those who are least able to pay, if cost containment is pursued in isolation from other issues. She concluded by urging the audience to change incentives for delivering care to all ages, and not single out Medicare beneficiaries. Medicare an innovator in creating and improving the health care reform, but Medicare cannot do this alone. 
The first panelist, Stuart Guterman, an assistant vice president at The Fund and director of  Program on Medicare’s Future, discussed payment reform recommendations in the Fund’s report, “The Path to a High Performance U.S. Health System. Dr. Guterman began by introducing five strategies that could achieve access for all, improve health care outcomes and reduce the cost of health care growth. He stressed that access, quality and cost are all broken within the health care system and that all three must fixed together. Dr. Guterman then discussed the projected trend of uninsured under the current law in comparison to the far diminished number of uninsured under the “Path” proposals. If nothing is done, 61.1 million people will be uninsured by 2020; if the Path proposals were adopted, an estimated 4.2 million would lack coverage. The nation would see 250,000 fewer admissions to hospitals for diabetic complications, 68 million more adults receiving recommended preventive care and 10 million more children with access to primary care, Dr. Guterman said. 
He noted the projected national health expenditures from 2009 to 2020 based on current projection of a 6.7 percent annual growth rate, the 5.5 percent growth rate anticipated in the Path proposals and the 4.7 percent growth if health care were to comprise the same proportion of GDP as in 2009. The Path proposals would save $3 trillion in health spending, which Dr. Guterman noted, could then be invested elsewhere in the economy.  A discussion then followed on the interrelation of health care delivery and payment. Dr. Guterman suggested that we need to move from fee-for-service payment to a payment system that rewards the medical profession for high performance, bundling payments for each step in health care delivery. Dr. Guterman stressed that payment reform need not necessarily reduce total payments, but rather reorganize the system so that quality is improved for the money spent. He noted the dramatic differences in spending across the nation for patients with the same diagnosis.  The most variation in spending for patients with chronic obstructive pulmonary diseases occurs in readmissions and post-acute care. Dr. Guterman concluded that the main purpose of payment reform is to provide a more organized, effective and efficient health care delivery system. He emphasized that the Path proposals are not about “shutting down the health care system” but restraining the growth rate.   
Robert Berenson, a senior fellow at the Urban Institute, then discussed the practical issues related to payment reform. Fee-for-service, the current method of payment for most care within the United States health care delivery system, promotes volume growth driven by physician-induced demand, self-referral opportunities and fragmented care. Prices are distorted in relation to underlying costs, made worse by hospitals identifying and singling out the most lucrative services. Dr. Berenson stated that there is coordination of care, but because providers feel a duty to do so, not because of financial rewards for coordination. 
He acknowledged that fee-for-service can promote desired behaviors if manipulated in the proper way. As an example, he noted vaccinations, a service previously underperformed. When paid for in the fee-for-service model, the use of vaccinations increased, which caused the desired health effect -- a more-vaccinated population. Dr. Berenson then discussed the opportunities to improve the physician fee schedule by improving understanding of the costs of resources. Specifically, he suggested a movement away from reliance on estimates of the components that make up physician fees and more toward measurements of spending for actual services, so that money can be appropriately shifted to encourage the desired behavior. Dr. Berenson also discussed the difference between bundling payments for different providers for one episode of care, and bundling payments for a single provider over time. In both cases, he said, providers have incentives to generate reimbursable bundles, so bundling doesn’t necessarily mean lower costs.  
He stressed that hospitals now have no incentive to reduce re-hospitalizations, as they get paid for keeping beds full. It doesn’t make sense to bundle hospital and physician payments if a hospitalization is unnecessary to begin with, he said. Population-based payment was then discussed which would lead to a fundamental change in the payment system with incentives altered and the hospital transitioning to the primary cost center. Dr. Berenson concluded that the most effective model may be a hybrid of the fee-for-service and population-based payment methods, encouraging both high quality of care and efficiency. 

Bruce Hamory, executive vice president and system chief medical officer emeritus of Geisinger Health System, spoke next on the lessons learned from Geisinger. He discussed the organization of an integrated health service and described how the population in Pennsylvania that was able to utilize the services offered by Geisinger. Dr. Hamory then spoke about the tools necessary to create an integrated health service system, including physician leadership, health information technology, governance that allows money to be received and moved between entities, and movement towards a bundled payment system. He stressed that health information technology is an enabler of an integrated health system, but is not the key component of such a system. He also noted that having insurance does not mean access to care. As an example, Dr. Hamory told the story of a patient with Blue Cross Blue Shield coverage, but who nonetheless took six weeks to get an appointment with a physician. The Geisinger patient navigator system was also discussed, which requires a change in the primary care delivery model. Through this system, patient navigators follow patients and insure that they fill prescriptions, come to appointments and speak with the proper counselors. With this method, patients’ health increases and costs decrease. Dr. Hamory concluded with the implications of a truly national health policy. He noted the importance of access to health insurance, the formation of integrated systems, the advancement of the medical home model, increased comparative effectiveness research, and the training of the next generation of medical professionals. 

The last speaker Nancy Nielsen, president of the American Medical Association, offered the physicians’ perspective of payment reform. She noted that the AMA agrees with the high priority that the Obama Administration places on health reform, and she stressed that physicians also want and understand the need for health care reform. But many physicians believe that practices will have different capabilities to move toward bundling payments, and that flexibility is needed during a transition in this direction. Dr. Nielsen suggested that antitrust reform is needed to allow physicians to develop integrated health care systems. She also stressed the importance of allowing physicians the opportunity to make changes voluntarily through this transition before politicians begin legislating. Dr. Nielsen spoke pragmatically about options for reform, emphasizing the importance demonstration projects testing alternative programs, since no program is yet ready for implementation at the national level. Incentives for the coordination of care and improved quality of care were also discussed. She noted, however, that physicians want to be paid for what they went to school for, so paying for expanded access to care should not come from pay cuts to physicians. Dr. Nielsen also warned that it was important to prevent creating divisions within the medical community toward reform, as this would make it difficult for physicians to unite behind the efforts of reform. Dr. Nielsen concluded that we need to prevent physician shortages, invest in prevention, test new payment models and enhance value based decision making through the health care system. 
A lively question and answer session followed.
