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May 10, 2010

The Alliance for Health Reform, with support from The Commonwealth Fund, held a briefing at the Dirksen Senate Office Building to explore the major payment-related initiatives in the Patient Protection and Affordable Care Act (PPACA). The briefing explored these various initiatives and the roles they may play in moving the health care delivery system away from the fee-for-service model. Panelists also addressed the real-world practicalities and difficulties in making such large changes in the way providers are paid. 

Ed Howard, executive vice president at the Alliance for Health Reform, welcomed attendees on behalf of Senators Rockefeller and Collins, and thanked the speakers for their participation. Mr. Howard also thanked The Commonwealth Fund for their sponsorship of the briefing, noting their specific expertise on the subject. He went on to describe the purpose of the briefing and introduce the first speaker, Stuart Guterman.

Stuart Guterman, assistant vice president and director of the program on Payment System Reform at The Commonwealth Fund, talked about the major payment innovations in PPACA, the problems those innovations are meant to address and the various issues CMS will face while implementing these programs. Mr. Guterman began by highlighting the major problems present in the health care delivery system, such as a lack of coordination and significant variations in quality, along with some ways these problems can be addressed, such as the creation of new and improved incentives for providers and the establishment of an infrastructure that will support providers in their efforts to improve quality and efficiency. He went on to describe some of the key provisions in PPACA relating to payment innovation. These included an expansion of the current Medicare demonstration on medical homes, the creation of new Medicare pilots/Medicaid initiatives on medical homes, innovations related to accountable care organizations (ACOs), Medicare pilots/Medicaid initiatives regarding bundled payments, and the creation of the new Center for Medicare and Medicaid Innovation within CMS. In closing, Mr. Guterman pointed out several key considerations for the successful implementation of these programs including an involvement of multiple payers, flexibility in both design and implementation, a willingness to continually try new things, transparent clarification of goals/objectives, continuous monitoring and efforts the ensure that successful pilots can be translated into new policies.

Next, Gail Wilensky, senior fellow at Project Hope, outlined several ideas that she felt would be integral to the process of using PPACA’s payment innovations to move away from the fee-for-service system and begin to reward quality instead of quantity. She began by cautioning the audience that, although this effort may be different and more comprehensive than past attempts at altering the delivery system, history suggests that these types of payment reforms will take time to produce results. Dr. Wilensky spoke about the need to keep expectations realistic and attainable, suggesting that counting on these innovations to provide major cost savings within the next ten years could prove disappointing. Concerned that these innovations may benefit large hospitals primarily, further increasing their already-substantial market power, she called for efforts to assure that a wide variety of providers are involved and allowed to benefit from these programs. She offered two take home points: first, keep expectations realistic and second, don’t forget about the details.

Mark Miller, executive director of MedPAC, mentioned issues that may support or impede CMS in their efforts to implement these new pilots and initiatives, as well as some of the potential unintended consequences of these efforts. First, Dr. Miller noted that as CMS receives substantial funding to implement payment innovations, the agency must be vigilant in ensuring the funding is used for its intended purpose and Congress is kept informed. He also argued that CMS will likely need to take models developed on a small scale by providers and implement them on a much larger scale, an area in which CMS has minimal experience. Pointing to an idea mentioned by Mr. Guterman regarding the need to quickly test a variety of ideas, Dr. Miller suggested that this will present challenges to bodies such as the CMS’s Office of the Actuary which will need to quantify or score the results of these initiatives. Lastly, he reiterated Dr. Wilensky’s concern regarding hospital market power, suggesting that the type of consolidation encouraged in ACO-related innovations, although good for quality, may increase costs.

Nicholas Wolter, CEO of Billings Clinic in central Montana, gave a provider’s account of an existing CMS payment-related demonstration. Dr. Wolter focused on several key issues for CMS to address when implementing new payment innovations, specifically those related to ACOs. He first described CMS’s Physician Group Practice Demonstration in which his clinic has participated. The demonstration project provided financial incentives for group practices to lower the rate of growth of Medicare spending for a group of patients under its care and has successfully saved over $50 million for Medicare in its first three years. Dr. Wolter asserted that we need to learn what went well from this and other demos, but still realize that there is a lot of work to be done. For example, he pointed out that neither his clinic nor patients themselves were aware of exactly which beneficiaries were involved in the demo. He suggested that making more data available to providers may help PPACA’s new payment innovations, such as the ACO initiatives. In closing Dr. Wolter offered a few guiding principles for the design and implementation of new pilots and demonstrations, including focusing on high volume/high cost areas, which he termed the “low hanging fruit” of the system, and keeping in mind the overarching goal of refining and moving away from the fee-for-service system.
An informative question and answer session followed.
