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PROCEEDTINGS

MR. HACKBARTH: Good morning. At our meeting

today and tomorrow, we've got some interesting items on the

agenda. We're going to have draft recommendations that

we'll consider this afternoon. That's the first time we're

actually looking at recommendations in this cycle. As

always, we will have draft recommendations, no vote today.

This is on the mandated report on how to measure quality,

compare quality in fee-for-service and Medicare Advantage

plans. So we'll consider draft recommendations today with a

final vote at some point in the next few months. I'm not

sure when that will actually fall.

This afternoon, at this afternoon's session, we'll

have a camera here from C-SPAN. C-SPAN will be taping the

afternoon session. It won't be live, it will be delayed and

shown at some point later. Hopefully, that won't be too

disruptive for people in the audience.

As always, we'll have our usual public comment

period at the end of each session. In order to increase

opportunities for people to comment on our work, we've added

a new feature to the MedPAC website, and Jim Mathews is

going to describe that so people can make use of it.
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DR. MATHEWS: Yes. Starting with this meeting,

we've added the capacity for you to submit written comments

on the agenda items via our website. So if you go to the

page on the website where we post the meeting agenda, you'll

see under each agenda item there is a drop-down box that

will allow you to submit comments.

We are going to try this out as a matter of

routine, and we will begin soliciting comments on the

meeting agenda items at the time the agenda is posted, and

we will keep that comment period open for one week after the

meeting.

MR. HACKBARTH: Thanks, Jim.

Let's turn to our agenda for this morning. The

first topic is medical education.

MS. BOCCUTI: Thanks, Glenn. So at the outset of

this presentation, I want to say that teaching hospitals and

residency programs are really doing a tremendous job

teaching our future physicians how to be excellent doctors

for their patients and for their community.

Nonetheless, the Commission over the last year and

a half has raised some issues about medical education. Some

of these are related to market forces, but others are
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related to subsidy structure within the financing. So we're

going to talk about some of those today.

So just to give an overview of this session,

first, we're going to talk about some background issues that

came up from the last meeting. So these are more

informational. First will be about Title VII and Title VIII

and the National Health Services Corps which came up, and

Craig is going to talk about Medicare's residency caps and

residency growth. And then we'll move on to the discussion

about goals of medical education and training and problems

that you've been discussing with the current system. And

then we'll end with opportunities for addressing some of

those problems.

So first, again, as a background piece, HRSA runs

several programs to boost the supply and diversity of

primary care providers in underserved areas. Grants in

Title VII and Title VIII support many initiatives that have

been of interest to the Commissioners, that you have been

raising. So to mention a few, these Title VII and Title

VIII programs provide medical school and residency support

for primary care. They also provide geriatric training

support and support for wvarious programs at Historically
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Black medical schools, and they also provide faculty

enrichment and loan repayments, among many other programs.

The National Health Service Corps provides loan

repayments and scholarships to health professionals in

exchange for a two-year commitment to practice primary care

in underserved areas.

The important point to know about these programs

is that they have been shown in peer review literature to be

associated with supply increases of primary care providers,

and that includes physicians, nurses, and others. For

example, physicians who trained at medical schools that had

Title VII funding were more likely to enter primary care,

work in shortage areas, practice at community health

centers, and join the National Health Service Corps.

I should mention that for these three programs,

they're subject to reauthorization and annual appropriation

processes.

Now, Craig's going to give you the other

background information.

MR. LISK: At the last meeting, we had some

questions on the resident caps and how Medicare counts

residents, so I just wanted to clarify how that is done and
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what happens here.

For direct GME payments, Medicare uses a weighted
count of residents. Full-time residents in their first
residency program are given a weight of one in terms of the
count of residents. Residents in their second residencies -
- that would include things like cardiology or hand surgery
after finishing a general surgery residency —-—- are counted
as half an FTE. And if residents take longer to finish
their residency training, they are also counted as half an
FTE. So i1if they decide to take an extra year, they would be
counted as half an FTE for that purpose.

These weighting factors, though, are not used for
the Indirect medical education adjustment count of
residents. All residents are counted the same for IMEs. So
there is no distinction there.

The count used for residents is also capped at
1996 levels. This was implemented as part of the Balanced
Budget Act of 1997 to curb the financial incentives
hospitals had for growing the size of their residency
programs.

Rural hospitals, however, were given a cap of 130

percent of that amount. So they had a little bit higher
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cap. And exceptions were also made for certain programs,
such as new programs in rural hospitals so that a rural
hospital could start a new training program that they
already didn't have, rural training tracks in urban
hospitals, they are based in urban hospitals, and hospitals
that previously had no residents.

The MMA legislation also provided for some
redistribution of unused residency slots. So for hospitals
that were below the caps, they were allowed to —-- those
slots were redistributed to hospitals that were above the
caps or wanted to expand residency training programs.

The MMA and the health reform proposals up on the
Hill, both on the Senate and House sides, are considering
some redistribution, again, of unused slots targeted to
primary —-— more or less targeted to primary care, although
we will see what happens there.

Now, hospitals are permitted to train over the
cap, but Medicare will not provide any additional IME or GME
funds for those residents. And in 2006, from an analysis we
have done on the Medicare cost reports, we find that
hospitals are training about 8,000 FTE residents over the

cap. So hospitals have these residents, but they are
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receiving no Medicare direct GME or IME payments for these

residents.

Hospitals that are over the cap, we find, have a

lower share of primary care residents in terms of the

proportion of residents that they train, and we plan to

update this analysis to 2008.

Since 2001, we have seen substantial growth in the

number of residents, an increase of about 12,000, despite

the presence of residency caps. This is the total number of

allopathic residents. It doesn't include residents that are

in osteopathic training programs or dental and podiatry

residents.

This growth has two parts. The number entering

training for the first time has increased since 2001 by more

than 3,000 residents. This growth in these positions

contributes to the increase, as each resident requires three

or more years of training. Also, the total number in

training has increased due to increases in the proportion of

residents subspecializing, which requires additional years

of training.

If we look at this next slide, we are looking at

residents that complete training in a given year and either



10

11

12

13

14

15

16

17

18

19

20

21

22

10

pursue further subspecialization or enter practice or don't

pursue additional training. And as we see here that more

residents are subspecializing and fewer are entering

generalist careers.

If we look at the primary care side, which

includes internal medicine, pediatrics, and family practice,

there has been an increase in the number subspecializing in

fields like cardiology and gastroenterology, an increase of

1,100 since 2000, and a decline in the output of generalists

of more than 1,800. So that is the red bar there.

We see a similar situation for surgery

specialties, with fewer general surgeons and fewer in other

core surgical specialties, like orthopedics and urology. I

should actually say not orthopedics, because orthopedics is

constant, but neurology and urology. But within the

surgical field, we are actually seeing additional

subspecialization. So both for general surgery and within

those other surgical specialties, people are pursuing

additional training and taking more time. So that is also

contributing to our increases in the number of residents.

So with that, we will move on.

MS. BOCCUTI: Okay. Now switching back to medical
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education and training issues, we are going to start here

with a few bullets that list broad goals, so here are the

first.

We have to ensure that students possess the

knowledge, skills, and values necessary to provide high-

quality health care. And second, to produce a workforce

that best serves the needs of our society. And third, we

listed here as a goal to become leaders in forming a high-

value health system.

Now, as you know, individual hospitals and

residency programs have their own missions, but this, we

thought, could reflect broad goals. But if we want to add

some here for further work, this would be a good time to

mention these for goals.

And then next slide, please. So over the past

year and a half, you have raised a range of problems that

you see with medical education. These problems span a

continuum of issues inside and outside of Medicare payment

policies. So to help sort out all the problems that we've

been raising, we've categorized them into three issues. Of

course, there's some overlap, but to help the discussion,

the three issues here are pipeline issues, delivery system
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reform issues, and economic inefficiencies.

So for the pipeline issues, the first four bullets

up here are not necessarily specific to Medicare financing.

Craig just talked a bit about the first one on generalists,

but I would also mention that certainly there are

specialists and specialty fields that are facing shortages,

too. But this is specific to an area that the Commission

has raised a concern about, and I certainly recall from the

physician update conversations. I think Mike and Nancy and

others were talking about a need to express some urgency

about primary care and that led to the repeat of the

recommendation to adjust payments through the fee schedule.

The second bullet there on underrepresented

minorities, rural students, and low—-income students was also

discussed in our June report, just this recent June, and I

do want to mention that studies certainly have shown that

students from these backgrounds are more likely to enter the

field of medicine with the intent to care for patients in

underserved areas, and several of you have brought this up.

I think George and Ron and Mitra have been bringing these

issues up.

The third bullet there about medical school
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admissions, Tom has brought this up. I think John mentioned

this to me recently. The issue that many have raised that

the criteria for medical school admissions and the

standardized testing may, in fact, be eliminating some

extremely qualified candidates that are able to diagnose,

treat, and take care of their patients.

And then in that fourth bullet under the overall

problems, Karen and Bill have raised this point about

perhaps a better use of mid-level professionals could

alleviate concerns about primary care and, indeed, other

services.

And then turning more specifically to Medicare

financing for medical education, we note, of course, that

Medicare's focus is on residency training. So this

circumstance means that Medicare is generally too late in

the process to affect the pipeline of physicians.

Also, Medicare's GME and IME influence also has

little influence on the specialty mix and the training

location of residents, as Craig described in the way that

residents are counted for and paid for.

And third, as Jennie has pointed out, the focus on

residents really limits Medicare's financing for education
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and training of mid-level professionals, like nurses.

And so turning to delivery system reform issues,
we note that the IOM, expert panels, peer-reviewed research
have all stated that residents have insufficient experience
in coordinating care across settings. Much of this stems
from limited time in non-hospital settings, and we discussed
this in the chapter in just this —-- it seems like a long
time ago, but just this recent June 2009 report.

As Karen brought up, inpatient experience is
essential for residents to learn about serious, acute
illness, but there does seem to be a need to balance that
with adequate and sufficient experience in non-hospital
settings.

The other point there, about curricula, the
Commission discussed this in its recent report, so I don't
need to go into it.

On the pipeline issues, we put up there just
because some of that feeds into delivery for reform when we
talk about having a well-functioning system that has
generalists to support it.

And then moving on to specifically with regard to

Medicare GME and IME financing, we note, of course, that
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payments are tied to inpatient admissions. This creates
some problems. Namely, hospitals really do face financial
incentives to retain residents within their complex for
staffing reasons, and moreover, the subsidies further
influence staffing decisions.

And the other issue with this situation is that
linking the subsidies to hospital admissions is somewhat
mismatched with the overall goal to improve ambulatory care
and prevent avoidable hospital admissions.

So on to the third category here, we have the
economic inefficiencies. Government payers are really the
major explicit funders of medical education, yet there is
really no central workforce planning to coordinate all these
subsidies. And I said explicit because some private
insurers contribute indirectly through higher patient care
payments to teaching providers. And I should also note that
a small number of States require private insurers to
contribute explicitly to graduate medical education, and I
believe New York is one of them, so Mitra probably can speak
well to this.

And then the subsidies, for the subsidies there,

the problem that we raised about the Federal subsidies
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influencing the hospital decisions also plays here when we
talk about economic inefficiencies.

And then specifically to Medicare, we have the
financing issue that I know most of you are aware of, with
approximately $3 billion of IME going towards costs that are
not attributable to higher inpatient care costs, and Craig
has done a lot of the calculations for this and I am sure he
could answer any questions on that topic.

So there are many ways that medical education
could be reformed, and we listed many in your briefing
materials for this meeting. However, we're going to narrow
the focus somewhat on just a few issues for the close of
this presentation.

For pipeline issues, we have two here on the
slide. First, recognizing that there are programs outside
of Medicare, specifically in HRSA, that are geared toward
the supply, diversity, and distribution of health
professionals, perhaps enhancing these programs would be an
effective way to address some of the pipeline issues that we
have been raising.

Second, directing a portion of funding to

residency programs could give them more autonomy to develop
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learning venues in well-functioning office-based practices
and clinics. Residency exposure to these kinds of
environments could encourage greater appreciation for
primary care careers. And I think several of you have
discussed the problems with the harried environments that
residents are facing and perhaps this could address some of
that, and I'll stop talking on that and move on.

Under delivery reform, we have the item that I
think Peter and Arnie and John have been discussing about
optimal training environments. So if Medicare provided
incentives for graduate medical education to occur in such
optimal training environments, then not only will the
residents be more likely to learn the skills that they need
to deliver high—-quality and efficient care, but the patients
will simultaneously be benefitting from this learning
experience.

Academic medical centers could be ideal candidates
for participation in demonstration projects that are testing
delivery system reforms, such as the one that MedPAC has
recommended for ACOs. Here, on this topic, it would be very
useful to hear your input on other ways that we could be

linking subsidies to graduate medical education -- the GME
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subsidies to delivery system reform ideas.

And finally, the portion of Medicare's IME that

can't be attributable to the higher patient care costs could

be reallocated to improve economic efficiency for the

subsidy.

So here we have a graphic on the screen to

demonstrate these items that I just discussed. Again,

there's many other proposals out there, many that we've

discussed and many that were in your briefing, like

adjustments to the non-hospital regulations, some all-payer

ideas, faculty expertise incentives, and specialty-based

payments. We can talk about those, but we thought that

narrowing it to these big picture items might be helpful for

today's discussion.

So we welcome your discussion and we're happy to

answer any questions. Thank you.

MR. HACKBARTH: Okay. Thank you, Cristina and

Craig.

So we have a goal for this discussion and that's

to begin the process of focusing in on where we think we

might be able to make some recommendations. We've had at

least three, maybe four sort of broad ranging discussions
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where we've tried to learn a little bit about the broad area

and explore subjects of interest to Commissioners. But now,

we need to start trying to focus in.

Cristina has proposed one framework for trying to

start to organize our thinking. Feel free to resist that,

but we do need to start moving towards some more narrow

directions.

As we go through the Commissioner comments, I am

going to a little bit more aggressively enforce the rules.

Round one is going to be clarifying questions. I hope

people will not be offended if I say a particular question

is better deferred until later. 1I'd really like to get to

round three so we can start to, again, agree on future

directions for our work.

So let me see hands for round one clarifying

questions. We'll start with Ron and then come down this

way .

DR. CASTELLANOS: Cristina, very good job. I

really appreciate it. Your comments were excellent.

I am concerned about society's needs. What data

do we have, if any, that can support our recommendations for

what society's needs will be, hopefully, in the future, and
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how are you using to identify that?

MS. BOCCUTI: I think we need to determine first

how —-- whether we're going to evoke that discussion in GME

issues. I think the Commission has been clear on concerns

about primary care when I've been doing the physician update

analysis, et cetera. You need to be thinking about where

that would fit into this and whether you want us to pursue

more data with regard to that. Is that a fair —--

MR. HACKBARTH: Yes, and we can come back to that,

Ron, in subsequent rounds if you want to.

DR. CHERNEW: How good are the studies to try and

quantify the impact of some of these things on the specialty

choices that medical students make? Do they deal with

selection well? Are they, would you say, well-done studies

that we could be comfortable that the magnitudes are

knowable?

MR. HACKBARTH: Yes. I'm going to enforce the

rules here. Round one, I'd really like to get people to

focus on what did you mean in Chart 3? What does that

number mean? And again, Mike, we can come back to that.

It's an important issue, but I'd really like to adhere to

our discipline.
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MR. GEORGE MILLER: I'm afraid to say anything.

[Laughter.]

MR. HACKBARTH: That means it's working.

[Laughter.]

MR. GEORGE MILLER: I have a technical question

that is not on the chart, so I can't refer to that, but I do

have a question about the National Health Service Corps.

I've heard that those physicians who are given grants are

then taxed, and that is somewhat a disincentive. Have you

found that to be true, and what are the implications of more

physicians going to that track? If that is true, will it

adversely affect people choosing National Health Service

Corps?

MS. BOCCUTI: 1I'll look into the tax policy on

that.

MR. GEORGE MILLER: Yes. I realize that's not —-

MS. BOCCUTI: I imagine it would be treated like

other grants --

MR. GEORGE MILLER: Right.

MS. BOCCUTI: —-- and I'll certainly make sure. I

don't want to speak incorrectly -—-

MR. GEORGE MILLER: Right. And what I've heard,
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just so you can chase this rabbit down, is if, well, I'm

going to medical school, I'm not earning income. If I've

got to pay taxes on that grant, I'm going to go find another

job, and that's a disincentive.

MS. BOCCUTI: I want to just get the details

correct, and I'll be happy to talk with you further on it.

DR. MILSTEIN: My question referred to Slide 12,

the last bullet. My quick question is this. I know that in

our prior analyses, we've looked at the relationship between

how much we're paying and how much we think it actually

costs, but could you remind me whether we have ever

attempted, or maybe even whether it would seem feasible to

essentially evaluate the degree to which teaching hospitals

vary in the efficiency with which they train, that is, in

these two dimensions. Or does this cost refer to industry-

wide, and have we ever taken that apart and identified

differences in the efficiency with which different teaching

hospitals are teaching trainees?

DR. MARK MILLER: I think the answer is that this

is a national estimate and we have not gone in and tried to

determine whether the costs vary by hospital by hospital.

This is a national number that we've always worked with, an
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average across all hospitals.

MR. HACKBARTH: So let me just make sure that I

understand. So you're saying, could we do at the hospital

level an empirical estimate of the costs of teaching so we

could see how that number varies across institutions?

DR. MILSTEIN: Yes. It's much more analogous to

what we've done in Medicare payment, where if we have any

basis for figuring out what the cost of efficient teaching

is.

MR. HACKBARTH: Yes.

DR. MARK MILLER: And we will take that back and
discuss it among ourselves to see. What I do want to do, as

always, lower your expectations a little bit. My sense of

the way that estimate is derived, it's basically through a

cost function regression and it sort of is determined based

on looking at the variation across them. I don't know that

we're going to be able to go in and isolate it specifically

for any individual hospital, but we can discuss that and

come back to you on that.

MR. HACKBARTH: Any clarifying gquestions? Peter?

MR. BUTLER: Just curious. We've cited the 2.2

empirical number for IME, versus the 5.5 where it's at,



10

11

12

13

14

15

16

17

18

19

20

21

22

24

versus our 4.5, where we recommended. When was that

calculation made, the 2.27? How old is that?

MR. LISK: That was based on —— now I'm trying to
remember —-— 2004 data. We are actually in the process of
updating that empirical estimate with -- also with —-

because MS-DRGs have been put in place to see what the

estimate will now be. So we will be coming back with you

with an updated estimate of that.

The other aspect of which I wasn't sure, and we'll

talk about this, the direct GME is another component here,

too, so ——

MR. KUHN: I want to go to slide 4 and talk about

the redistribution of the unused slots. If I remember right

from the MMA, institutions that had unused slots, 75 percent

of those were taken away for redistribution, so they were

able to retain 25 percent and then 75 percent was

redistributed.

I guess the guestion is do we have any information

in terms of what the fill rate has been, not only for those

institutions that retained their unused slots, but also the

redistribution of the 75 percent that went around? I mean,

are we still seeing —-- the fact that Congress is looking at
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another redistribution, it sounds like we still have a lot
of unused slots, but I'm curious about what was the fill
rate we saw from that exercise. Do we know?

MR. LISK: I can go back and try to check to see
what those numbers are like, and as part of what we talked
about saying in terms of updating the analysis to 2008.
That, I can make as part of that analysis, to try to do that
as best we can.

MR. HACKBARTH: Clarifying round one?

MS. HANSEN: I think the same question with the
unused slots, if you —- anecdotally, I've heard that a lot
of the geriatric slots have not been filled, or maybe that's
—— I'm sorry. I'm correcting myself. I think it is the

fellowships that are not filled, so it is not the residency

slots.

MR. LISK: Right. And again, places could have
slots and unfilled slots. It is really in terms of what the
Medicare cap number is and what they have as unfilled. So

hospitals could be way over the cap and have unfilled slots.
But from this perspective of unused slots that are ones
relative to the Medicare cap.

DR. BORMAN: Just a quick clarifying reminder.
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Just because you have slots in one thing doesn't mean you
can shift them pretty freely across residencies. So
remember, even if you have funded residency slots, unless
you are accredited to educate X-number of people in a
specialty, you can't just move those excess slots over. And
I know you understand that because of your relationship with
an academic medical center, but just so everybody can
remember, this is not sort of a free mix—-and-match option.

MR. HACKBARTH: Other clarifying questions?

DR. DEAN: I appreciate Karen's comment, because
that really was my question. I couldn't remember if there
was —— are these slots identified by specialty so that —-

because the overall number is just a broad number, right?
It's not broken down by specialty in terms of the cap. But
when they're redistributed, is it required that they stay in
the same specialty, or —-—

MR. LISK: ©No, not in the MMA redistribution.
There was some priority given to places that were rural or
primary care initially, but that was not necessarily what
happened in the end.

In the reform proposals, there is some

consideration of the slots really only being —-- in some way,
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I'm not sure how, whether there are any ways they can get
around it —-- of them being more focused for primary care use
and just for expansion, having some requirements that they
hold their numbers down. But it depends upon what comes out
in the final legislation is something is reformed. And that
is in what is in the proposals now. But in the old
redistribution, there wasn't —-

DR. DEAN: Medicare does not have any —--

MR. LISK: No.

DR. DEAN: -- requirements as far as specialty mix
right now?

MR. LISK: No.

MR. HACKBARTH: So I'm a little bit confused here.
Maybe I misunderstood what you were saying, Karen. So
within a given institution, if it's operating under its
Medicare cap, is it free to change the specialty mix of
those residencies?

MR. LISK: Yes. I mean, it doesn't -- Medicare 1is
having no impact on that in terms of what the hospital can
do. I mean, they have to follow ACGME guidelines in terms
of ——

MR. HACKBARTH: Okay. So that was my
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understanding of the Medicare role. So, Karen, would you

explain your comment about there being restrictions? Those

are non-Medicare restrictions you are referring to.

DR. BORMAN: Right. Those are non-Medicare

restrictions, and that is driven by what you are credited to

educate.

MR. HACKBARTH: Okay.

DR. BORMAN: So you could have funded slots, but

if you don't have the accredited positions, you could not

direct people into those.

MR. HACKBARTH: Okay. Got it. Could I ask about

slide 5?2 I need you to sort of connect some points for me.

I was struck to see the visual representation here and the

slope of increase after 2001. This is in the context of

Medicare caps that went into effect in 1996 or 1997. So why

the rapid take-off after 2001? I can't reconcile that with

the caps.

MR. LISK: I mean, hospitals can increase the size

of their residency programs. Medicare doesn't prevent that

from happening, so —-

MR. HACKBARTH: So does this imply —-- you said

that there about 8,000 non-Medicare-funded residency slots.
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This implies to me that those 8,000 all happened after 2001.
Am I drawing an accurate inference?

MR. LISK: Basically, from 1997 to —- there was
actually a —— when the caps were put in place, actually, the
number of residency positions Medicare was paying for
actually declined by about 1,000 to 2,000. And then growth
started happening in 2001. There was growth starting with
number of people entering residency training programs. That
was held pretty constant from 1997 through 2001 and then
started growing. So you had a number of people entering
residency, allopathic residencies, increasing, and that
actually increased by 15.5 percent over this period, and the
total number of residents -- I mean, you have new people
coming in. They're staying longer. So that contributes to
the growth. And also people staying longer within the
specialties and subspecializing further also contributes to
the growth.

MR. HACKBARTH: Okay.

MR. LISK: So those three things are happening.
Now, this is allopathic. We don't have the osteopathic
specific residencies in here. That, I would assume, may

have contributed even a little bit more to the growth. But
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a lot of osteopathic residents go through allopathic

residency training programs.

MR. HACKBARTH: Any other clarifying questions?

MR. GEORGE MILLER: Just to follow up on that

point, that same graph, do you have the demographic

breakdown of those residents, socio—-economically?

MR. LISK: 1In terms of by race, there are some

racial breakdowns of those, and —-

MR. GEORGE MILLER: And income level, too.

MR. LISK: Not of income level. But in terms of

what's supplied, we're using data that's in the JAMA's

medical education issue to do some of these things, and they

have some of that information, but not the income level.

MR. GEORGE MILLER: The shortages are in rural

areas and inner-city areas. It would be interesting to know

that information to reflect back on.

MR. LISK: ©No, I agree. I'm not sure what's

available. We can look into it.

DR. BERENSON: On the same graph, also, it looks

like, then, since 2001, it has been about a two percent per

year increase. Do we know what it was before the cap came

in, like the previous ten years before the cap?
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MR. LISK: If you go back to 1987 or so, there

were about 80,000 residents. A lot of subspecialty programs

at that point have developed since then. Hospitals expanded

the number of subspecialty programs that came into place

that were recognized by ACGME. And so if you think about

the number, it grew through about probably 1994, 1995

substantially. The slope was even steeper. And we can

provide you a graph that goes back to 1984, for instance.

We have a graph that could go back to 1984 that can show

these numbers and the trends and we would be happy to share

that with you.

DR. BORMAN: One other factor that I would mention

that particularly 2003 and beyond, but some of it in

anticipation of that, was the uniform requirements about

resident working environment related to work hour standards

and that programs that were able to expand did indeed do

that to some extent because there was a certain amount of

that that could either not be filled by mid-level providers

with regards to skill set, and even for the functions that

could be, that there were not an innumerable number of those

individuals to bring into the system. So that is a factor

in some of that, as well.
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MR. HACKBARTH: Any other clarifications?

Okay. Now let's turn to round two. Inasmuch as

we have spent a fair amount of time on this topic, I hope as

we go through round two, people will feel the need to say if

they have some concerns, express those, but also express

what they are in favor of and what they would like us to be

moving towards on this.

Let me offer my own perspective as a starting

point. This is a really complicated area and it's hard to

know exactly the right thing to do. I grant you that. On

the other hand, it seems pretty clear to me that we've got a

training system that is not producing what society needs and

—— and this is the really important part —— it doesn't seem

to be self-correcting, which to me cries out for some policy

intervention. Feel free to disagree with that assessment in

your comments, but if you agree that the system is sort of

on a wrong track and isn't self-correcting, what do you

think needs to be done about it? It is time for us to

really focus in on what we are going to do.

So let me see hands for round two comments, and

we'll start with Karen.

DR. BORMAN: To just quickly say a few concerns.
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One is, again, what is the delivery system model that we're

targeting this activity toward.

Number two, the concern that we have to be careful

not to try and fix everything we want to do through GME.

The third thing would be that it's important that

we avoid meddling at the level of specifying faculty,

curriculum, admission criteria, whatever it may be.

However, there are some things that I think are

areas that we can consider. Number one, I think a fairly

simple issue is to try and look at the regulatory issues

about ambulatory care training sites and the funding

barriers to doing that, I think, and we should combine that

with rewarding or incenting ambulatory environments with

high care systems or high performance —-- or high value

providers or high performance systems would be ways to take

us in a direction simultaneously and give us some metrics

towards doing that, not just sort of blanketly throwing

money out there.

A somewhat similar thing in terms of the NHSC, I

think we know from the fact that there aren't more takers to

it that the level of debt forgiveness is probably not

attracting people relative to the debt burden that the
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average resident is finishing with now, which is on the size

of a substantial mortgage, for example, just as a

comparison, even in today's mortgage standards.

So I think one of the messages is that we're

probably not offering sufficient debt forgiveness and that

we need to revisit that and we need to again try and incent

that we put people in underserved environments that are also

ones that start to take on the characteristics of high

performing systems and efficient providers, and that that

would be good investments of ways that we could go.

I would like us to be careful about the statement

about admission criteria too narrow. That sounds to me a

lot like meddling with curriculum. As somebody who has sat

on more than one medical school's admission committee, I can

tell you that a fair amount of material comes forward about

other than their academic record in terms of straight

gradepoint and MCAT scores and all that other kind of thing.

So I think we need to be a little bit careful on that topic.

And the favorite thing that we'wve talked about,

about the importance of organic chemistry, I would just

point out to you that I think that that is a bit of a proxy

for general scientific and thinking aptitude. I agree with
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you, I don't use the Krebs cycle in every day of my work,

but the thought processes and the scientific aptitude that

it measures are helpful and I think we just want to be a

little bit careful about what we label as unnecessary.

And then the part about costs —-- and this is my

last point —-- would be that I'm not sure, Craig, and you can

help me here, that we've done this cost reporting and so

forth. We're not really capturing some of the other

educational costs like simulation laboratories, for example,

or team training laboratories. We don't capture that.

MR. LISK: When we're looking at the IME

adjustment, in terms of to the extent that contributes to

higher patient care costs, it would be reflected in that.

To the extent that it is put in as a direct GME cost, we are

capturing it. We have not taken a detailed look at the

direct GME costs and payments.

DR. BORMAN: I mean, one of my concerns here is

that there is an increment —-- you know, we can talk about,

and Peter referred to what is the percentage we're talking

about. I have some concern that modern educational

expenses, some of them which are very pricey and that we

like in terms of simulation, which enhances patient safety
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and team training and some of those things, are expenses

that we don't capture as part of the cost of education and

that as we look at adjusting formulas or percentages, that

we should try and get that, and that is partly because the

money 1is so untrackable, and that if we move forward with

considering moving some of the money to some control of the

residency programs, that the first step is making some of

the money more trackable. You know, in order to move it to

the residency programs, it would need to start to be

trackable dollars, or if we left it residing with the

sponsoring institution, that we specify that a portion of it

become more specifically trackable relative to faculty or

other things that we want to incent. So there may be some

middle ground about how to do that.

And then, finally, on a longer-term strategic

level, should be readdressing the formula, that is, the

intern-to-resident bed ratio in am ambulatory-driven

environment starts to sound like an enormous anachronism and

there's lots of talent that could be brought to bear about

what formula we should be thinking about, as do we need to

go there ultimately.

DR. CASTELLANOS: Thank you. Just to emphasize
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one of Karen's points, I think that the greatest opportunity

we have to influence this is through a payment policy and

perhaps a look at how it's being paid now on a hospital

admission bed basis is not the way we want to do it, but

perhaps link it to some factor, to include ambulatory or

outpatient care.

And the second issue on page seven 1is, again, or

slide 7, I really think before we make a lot —-—- and maybe

we're a little late on this —-- could you turn to slide 7,

please? Maybe we're a little late on this, but one of our

goals is to produce a workforce that serves the needs of our

society, both today and tomorrow, and I don't see that we've

really looked into that. Today, we have looked at it.

We've looked at shortage of primary care. We've looked at

some of the specialty, perhaps. But, you know, thinking

about system reform and the ACO models, et cetera, we need

to kind of think in the future a little bit and I don't see

that we have looked at that and I don't see any data, or at

least that I've found, that gives us any credence about some

of the recommendations we're making.

DR. CHERNEW: TI'm still unclear in the chapter and

then in your comment when you talk about the studies that
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demonstrate the impact of some of these particular things,

about how well those studies were done and how well we

really know. What I'm worried about —-- so in the spirit of

Glenn's comment, I do believe there's some problem that we

have recognized that is real, although I don't think that

I'm expert enough to know the nuances of that problem. But

I'm very concerned that our response to the problem will be

to start throwing money or things in sort of ways where we

don't really have a good idea of what the magnitudes of the

response will be. And so any insights you have as to what

those magnitudes are and how much money it takes to overcome

some incredibly strong incentives that exist in the system

and how much money it would necessarily take in what places

to do that would be really useful.

MS. BOCCUTI: I think, you know, not a lot of

studies do sensitivity analyses that would sort of get to

how much or what I think you're saying, and the ones that

come to mind first are more about just income issues, and

that relates a little bit more to fee schedule payments

rather than GME monies.

So I think now that I understand more your

question about how you would regulate the amounts, depending
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on how much response you're hoping to get, I can't think of

a lot that have been that regimented. But we'll look a

little further and make sure you have the ability to look at

these studies and make sort of an assessment about them.

But I'm not even sure how much we want to go there, and I

think maybe Glenn wants to discuss that.

MR. HACKBARTH: Just a clarification. 1Is your

question specifically about the factors influencing

specialty mix? It was framed broadly.

DR. CHERNEW: I think that you asked, and I think

there will be some set of recommendations that will arise,

and I think there have been a series of strategies for

decades about how to make changes in physician workforce.

And what I'm concerned about is that directionally, it will

be something that we think is good. But our ability to do

any sort of decent policy analysis about the costs and

benefits of any particular recommendation will be extremely

hard unless the literature is better than I think the

literature is, and that's what I'm worried about.

MR. HACKBARTH: Yes. Karen, did you want to —-

DR. BORMAN: Yes. I think the literature, Mike,

is incredibly poor, and there's not even great literature
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that assesses that trend that you saw about the increasing
specialization.

And to just briefly comment, everybody has the
sense that it's primarily about the money, and just to give
you a preview of some work that I'm involved with, actually,
out of 12 factors that we asked all finishing general
surgery chief residents, all of them last year, money was
number eight out of 12 factors —-- income, anticipated
increased income. And there were things far ahead of that
that were the nature of the work and the operations, and
even higher than that, ability to master a specific area.
And whether that represents a generational thing about
getting in control of a body of information or something
that relates to a high-tech environment or something, I
don't know, but income was number eight of 12 on the list.

MR. GEORGE MILLER: This is a fascinating
discussion and I'm enjoying listening to it. Let me
approach this from a different perspective. On page 11 of
the reading material, we talk about having graduates who
value community health, quote-unquote, and I want to
correlate that with disparities and how do we address that

issue. I would agree that we shouldn't throw money at a
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problem, but there are some societal problems and ills that

we need to address and can we address it through GME

payments is a policy issue. I would think, at least in my

mind, dealing with the disparity issue is one that's a

laudable goal, and it seems to me that you would deal with

that in the beginning of the educational process for medical

students so we don't have the disparities that we currently

see, and I think those disparities are well documented. At

least, they are in my mind from what I've read.

So I just ——- the question as we try to reform this

through some type of recommendations, can we and will we

address the disparity issue in that discussion if one of the

goals is to create a community value and community health

value in that process. $So I just want to throw that out as

a consideration as we deliberate.

MR. HACKBARTH: The principal mechanism right now

for addressing disparities is through the Public Health

Service Act and Title VII.

MS. BOCCUTI: I want to be fair to teaching

hospitals and medical schools. They are doing some programs

on these issues. There are reports that AAMC has -- they

have missions for this. So I don't want to say that they



10

11

12

13

14

15

16

17

18

19

20

21

22

aren't, to be very fair. But in terms of Federal dollars,
those programs are the ones I come up with as the largest.
There are certainly others.
MR. HACKBARTH: Yes, good point. Good point.
DR. MILSTEIN: First, we know that the value of
the educational output today is not a good fit with
society's needs or the needs of Medicare beneficiaries or

the goal of sustainability of the Medicare program. That

was referred to in the testimony that we heard, what was it,

last spring. And then the staff took the trouble of
actually reading the RAND audit report and essentially
matching up the content of what's going on in residency
programs versus a reasonable portrayal of society's needs
and i1it's not a pretty picture. And admirably, the
representative from ACGME admitted that the overall grade
nationally would be, I think he said C or C-minus or D, I
can't remember, but it was not an honor grade. So we know
that.

Now, the question is, well, what solutions do we
put —-- what are the broad —-- and I think from my point of
view, there are really two ways of going at this and they

could be, I think, hooked together. One is to essentially
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say, look, it is really hard for the government to
essentially tell teaching institutions what to teach,
disappointing as the audit results are, but let's at least
make sure that —-- disappointed as we are with the content,
at least we're paying what it costs an efficient institution
to deliver today's content.

Mark has warned, be prepared to be disappointed
about our ability to differentiate efficient teaching
function, as we last year in our report to Congress
differentiated different hospital performance on value. But
to the degree we can do that, that represents an option.
Let's begin to gear how much we pay to what an efficient
producer of medical education is achieving. That's not my
preferred path, but it's a less ambitious path. Typically,
there's a correlation between less ambitious and more
politically feasible. So that's Path A.

And then Path B is we go —— we take that vision
that we've carried through all of our other discussions,
which is value, we want to increase the value of the health
care system to American society and the value of the
Medicare benefit to Medicare beneficiaries. We say we want

to go after both content and the cost of -- both the result,
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the output and the efficiency with which that result is

achieved.

I think that tilts us in the direction of teaching

institutions as accountable care organizations that for the

first time have a clue as to how they're doing on both

outcomes and process measures of quality and total health

insurance fuel burn per person per year, which is what our

measure of cost efficiency, because right now, these

teaching programs are operating really in a vacuum on how

they're doing on those two fundamental dimensions of wvalue,

and through participation in some reasonably robust vision

of an accountable care organization, A, they would begin to

get some clue as to how they benchmark compared to other

educational institutions in producing the product that

society desires, which is presumably a very nice environment

in which to teach new doctors, and also I would hope in

whatever version of accountable care organizations begins to

take shape they would also begin to be held accountable not

just for knowing what their scores are, but for bringing

their scores up near the top, and that obviously would have

very favorable ramifications for the content of what is

being taught to health care professionals, be they medical
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residents and/or others that we may want to address in a
broader reform.

DR. KANE: First, I just want to say, as a member
of an administration and a faculty of a school of public
health that I'm getting ready to change our status to a
medical school so that we can sort of sign up to have all of
our costs recognized in some kind of a business that pays
for all of our costs —-

[Laughter.]

DR. KANE: But that is sort of the conversation
I'm hearing a little bit, and I'm envious, but I'm also a
little worried because the Medicare Trust Fund is what pays
for this and I do think we need to articulate a little bit
of a political philosophy about what is the Trust Fund's
obligation to pay for everything it takes to educate a
doctor, keeping in mind there are other sources out there
and Medicare does —-- and the individuals take on some of the
costs of that and then they get it back when we pay their
fees and help them make nice incomes in the range of, you
know, three to five times that of the average person paying
into the Medicare Trust Fund.

So just in terms of if you go too crazy about the
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Medicare role and intervening in paying for everything, I

think you end up kind of making it even more inequitable in

the whole way of whose education gets paid for and through

what means.

But that aside, this chart, I have a couple of

reactions to it. One is on the demos and favoring ACOs.

Maybe I'm just still warped by being in Boston, but my

feeling is the ACOs, or the academic health centers are in

many ways already in the best position to be ACOs and the

community hospitals are often less advantaged. I mean, it

sort of depends, obviously, market by market.

But I would be a little concerned about any

favorability of handing out demo funds to ACOs unless they

had a lot of community hospital involvement in that. I

really think you can't help one group of competitors get an

infrastructure and leave the other competitors to fend for

themselves. So you do worry about favoring the academic

hospitals in developing that infrastructure for an ACO over

the rest of the hospitals that are in the marketplace, as

long as we have competitive markets, anyway.

And then the other thing that I thought of is

where that extra —-—- I am just so excited that there is all
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this extra money out there that I would like to see great

ways to spend it. But the VA is a national resource and a

real treasure and it plays a huge educational role. I think

almost every doctor goes through there for some period of

time. Perhaps —- it's not on our list there, but I know —-

I mean, I'm pretty sure that many, if not most, residents go

through the VA for some stint of their care. The VA is a

pretty advanced delivery system that has a lot of ACO

features and could there be some way to work with the VA to

develop a competency, you know, make explicit competencies

that every resident would achieve around being a team

member, care coordination, learning how to use an EMR,

learning how to use registries and stay in touch with things

that are going on about chronic care management programs,

whatever it 1is.

But that the VA, because it touches so many

residents, it is a Federal —-- I mean, it is a national

resource, maybe a better way to think about how to make sure

everybody gets those competencies is to think about -- or

one way, anyway, 1s to think about how to get the VA to be

more explicit about what it trains all residents to do in

these kind of reform skills that we're wanting all residents
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to do. Just a thought, but they are very well organized to
train people in these new kind of integrated and accountable
care type skills.

MR. HACKBARTH: It might be helpful, Cristina,
just to remind people of the size of the boxes, how many
dollars are in the boxes.

MS. BOCCUTI: Sure. From Craig's calculations,
roughly, from the work that he has done, it is about $3
billion in each box. So there are about equal shares for
this. Does that answer enough of your question? This is
for 2008. That was the estimate for 2008.

DR. BERENSON: First, I want to briefly disagree
with Karen about organic chemistry to make a point about
what our purview should be. I should have flunked organic
chemistry. I only passed because the professor decided to
grade on a curve and give my completely unsuccessful
performance a passing grade. I would not have gotten into
medical school today. I think this notion that you have to
have this scientific aptitude is misplaced, but the point
is, I don't think the world would benefit if Karen and I
argued this out and MedPAC adjudicated over our different

views of the role of the scientific aptitude.
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[Laughter.]

DR. BERENSON: I think we are sort of getting into
territory that is not ours. So that makes me a little
nervous. I think we have to be very concrete and specific
about GME funding, which is a Medicare issue.

Having said that, I do think, because MedPAC is
influential, is looking out for 44 million Medicare
beneficiaries, I think we can be clear about the
deficiencies that we see in the current workforce and how it
doesn't well serve Medicare beneficiaries, and then
participate at meetings in testimony, but leave the specific
policy prescriptions to others who have more direct
knowledge or jurisdiction on those particular issues unless
something just pops up that we think there's a really
opportunity for us to be decisive. So I think I'm trying to
say, we can look at the whole breadth of this, but our focus
on specific policy recommendations should be about GME.

I wanted to go to the ACO one. I'm a little

concerned that we don't really know what an ACO is. I'd be
interested in, I mean, looking at —-- there's a lot of
medical training programs in California. They, in some

ways, have been living in a world at least where they're
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accountable for costs and perhaps for quality with recent

initiatives by IHA and others out there. 1I'd be interested

to know whether the nature of medical education is affected

at all by being in that kind of an environment. I'm not

sure. I think we might be having too great expectations on

creating a structure called an ACO, that it will

dramatically impact the sort of quality of medical

education. Maybe we could help contribute to that, but I

think just sort of laying out an ACO criteria and then

differentiating payment makes me a little worried.

DR. MARK MILLER: In some ways, I think this

picture is an attempt to bring together some of the thoughts

that you've just articulated here. One of the things to

think about here is whether you want to take the current GME

funding, which is divided into three boxes on this graph,

and devote it to other objectives and have it spend out in

different ways.

So while at the top it says demos, and it says

ACOs in parentheses, I think some of the thought there is if

the academic teaching facility was willing to be first in a

demonstration —-- whether it's ACOs, bundling, whatever the

case may be —-- would some money be linked to that?
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The second box is to say —— and this has been

raised by many people, and I think raised by Karen again —-

whether the money goes to the hospital or to the program.

And we can talk through a bit of that.

And then the third piece is sort of —- well, the

money wouldn't -- would go back to the Treasury. And then

the idea is general revenue would be boosted to go to some

of these other programs to deal with some of the front end

pipeline issues that some people raised.

The reason I raised it at this juncture is Bob was

saying you should be focused on GME and making decisions out

of that. What I want to be clear is that's the GME money.

You could still think about how to devote it to some of your

objectives.

I'm just trying to pull that together.

MR. HACKBARTH: Thanks, Mark. That's helpful.

And so focusing on the ACO piece, the notion there

is that we would respect that we don't have the expertise to

redesign the curriculum and all that. The issue being

raised is should we take a piece of the Medicare money

already being invested in medical education —-- it's not new

money —-- and say, well, let's condition this on the
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institution's willingness to invest in a 21st century
environment. And then there are all sorts of questions
about how well we can define that and who qualifies for the
money. And then there's Bob's ultimate question, will that
actually alter behavior.

It seems to me that it would be good if we could
go to some places, whether there's any literature on places
about whether medical education differs in environments that
we perceive to be different. 1Is it different at the Mayo
Clinic or is it different at Kaiser Permanente? Has there
been literature on that?

DR. CROSSON: Well, I can answer that. So just in
terms of that, yes. We have about 400 residents in
California, in our hospitals in Southern California --
Northern California. If you line up the issues in terms of
kind of like where are these gaps between what residency
programs or the whole pipeline is producing versus what
society needs, I think in some areas, we are able to address
those.

For example, the issue of not producing enough
generalists, I think we have, because of the needs of our

program, the nature of our program, we obviously have
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focused on that and I think we've probably done a pretty
good job in that area.

In terms of the issue of diversity, I don't know
that we've done much better than anybody else because it's
affected by what is available. We do have outreach
programs, but I wouldn't maintain that there's anything
special about our organization that has enabled us to do
that as well as it might be done.

And I think in the area of geographic access, of
course, it's kind of irrelevant because we're focused mainly
on where we're in business, and mostly that's not in rural
areas.

But in the fourth area, I think, which is to try
to produce individuals who are equipped for 21st century
medicine, you know, for example, to be willing to practice
medicine in a transparent environment, be comfortable with
that, to practice medicine with an inherent idea that there
is some responsibility for the cost that is generated by the
pattern of decision making, those areas, I think, we have
been successful.

MR. HACKBARTH: If we can, 1in our chapter, try to

address this link in the argument, if you try to create the



10

11

12

13

14

15

16

17

18

19

20

21

22

54

incentive, will it make a difference, that would be helpful.

MS. BOCCUTI: 1I'll mention that we're going to try

and look at some places that deal, in particular, with non-

hospital training and sort of get some ideas of ways that

they overcome some barriers and really support non-hospital

training, and we're going to try and look at places that

aren't necessarily the Mayos that you talk about because

there are all sorts of other issues that make them stellar

examples. So we'll be able to get back with you later in

the spring on some of our findings with regard to that.

MR. HACKBARTH: Jay, did you have a question?

DR. CROSSON: Yes, and I'll shorten it because I

just made a few of the points. But I think the first thing

I'd just like to reiterate from the presentation is that

there is a problem here, and as I just said, there does

appear to be a gap between what's being produced and what we

think society needs.

Now, I think everybody can argue with some details

around that, but I do think that there does appear to be a

disproportion right now between the apparent growing

importance of competent generalists and the flow of medical

students into those careers. Now, I know, Bill, the GAO
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says that's being currently replaced with foreign medical

graduates and could be replaced with other practitioners,

and I'm not discounting that. But I do think that we don't

know for sure that going into the future, that it will

always be satisfactorily replaced with foreign medical

graduates and I think there's probably some natural

limitation to the capabilities of other than physicians.

So I'm not comfortable saying that just because

the data shows that up to this point, those slots have been

filled with foreign medical graduates, that we can

necessarily say, therefore, it's okay to have a policy which

says we're not going to deal with this situation that is

disincenting American medical students from going into

generalism.

I think we talked about the other wvalues —-

diversity, geographic access, and capacity or capability to

practice in the 21st century. I like slide 13 because I

think what it basically points out, not to be terribly

reductionist, is that as Bob was saying, this is a Medicare

Commission and so we have to look at what tools we have and

what we might be able to use to influence that, recognizing

that I don't think we can expect to do it all by ourselves
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or that we have the expertise to know exactly what to do.
But we do have this one tool. It is that black box that
says "extra."

It's a tool we've reached for before when we made
the recommendation of reducing by one percentage point that
box and we suggested that, at the time, as I remember, that
that money be transferred into paying for value. We thought
that there was a —-- this tool was a legitimate tool for us
to use to try to further other ends that we thought needed
to be furthered, and I think this suggestion is along those
lines.

And what I read it is —— as I read that, those
arrows there, is not let's just take that money and dump it
into ACOs or dump it into a question of how the training
ought to be organized at facilities and how the money should
flow, or for that matter, just return it to the Federal
Treasury and hope that it's put into Title VII and/or Title
VIII, but that we could say we're going to take a leadership
position on the part of MedPAC. We do have this tool, and
we want to work with others, whether it's other branches of
the government, whether it's the VA system, whether it's

private payers or other ways of extending the base of
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funding for medical education, we want to work with others

using this tool and we're going to try to advance it along

these parameters.

DR. SCANLON: First, I guess, close to this point,

in terms of understanding this chart, I mean, I think that -

- I may have misheard you, Glenn, but I don't think we want

to say that we're taking —-- if we were to move this money

that's in the "extra" box, that we're taking money from

graduate medical education, because what our work has shown

is that this is money that is not being -- and these are not

costs of graduate medical education.

MR. HACKBARTH: Right.

DR. SCANLON: And so it's money that we're, in

some respects, overpaying.

At the same time, the residents' cost box, we

don't cover the full cost of the direct medical education,

and that's something where the hospitals do put in sort of

additional funds. Now, that does not concern me, in part,

because the hospital is making an economic decision and it

is beneficial to them to have a residency program and their

private insurers and other payers are paying for this, even

though it may seem indirect, because it's built into the
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overall cost. And so, again, so I'm not worried about that,

but I think it's —— we shouldn't ever be accused that we're

shortchanging medical education if we were to move some of

this money.

Two other points. One is about sort of the Title

VII and the National Service Corps and those kinds of

programs. Yes, I think they are effective in terms of

accomplishing some of the goals with respect to diversity

and getting people into rural areas, but I think we need to

look at them from the perspective of how can we make them

more efficient? And historically, they have not all been

equal in terms of sort of the retention rates, in terms of

people that participate in the programs and in fulfilling

obligations, or even willing to sort of stay there for your

obligation. There are people who just will take the money

and say, I'll pay the penalty. I want out of this because

this is not acceptable to me. So how do we find ways to

reorganize those programs to make them as effective as we

possibly can?

The other point is about, sort of, I guess, kind

of a general reaction to the recommendations, which would be

let's not prematurely lock ourselves into recommendations
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about graduate medical education or medical education more

generally without understanding better sort of what the

needs of the workforce are for the future, because I think

that it's much bigger than physicians. It's much bigger

than, in some respects, the current professions we have.

I'd refer everybody to the article in the Journal

of the American Medical Association yesterday by Bob Brook

talking about how you can think about different types of

personnel doing sort of different sort of functions, and T

think that has very significant implications for medical

education. It has very significant implications for the

projections that we have of the workforce going forward in

the future.

And in terms of generalists, Jay, I understand

your concerns, but I also sort of feel that until we define

a world where we really understand what we want a physician

to do, it's hard to say what we want a generalist physician

to do. I can see in some ways tasks that are right now the

norm for a generalist physician being given to others. And

even some of the new tasks that we're talking about for a

generalist, this idea of coordination and counseling.

I have real concerns about whether or not all of
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that science education, all of that sort of medical

education, 1i1s really the right preparation for coordination

and counseling, and when we say we should add that to

residency programs, I'm still questioning myself, why did I

make this big front-end investment on things that are not

being used sort of extensively in the activity? It is not

that someone who is engaged in coordination shouldn't be

able to draw upon a physician or counseling, but it may not

be that I need somebody that -- I mean, essentially, that

expensive, that knowledgeable, to do that function on a

regular basis.

So I think we really need to start to think about

sort of what are the tasks and what are the occupations that

should exist to best match the tasks that we have for the

future.

MR. BERTKO: Okay. I'll try to knit a couple

things together and be a little simpler.

First, Cristina, I want to show support for this

diagram on slide 13. I think it's a good way to think about

it. And following both Jay's comments and Bill's, I've

interpreted that the box that says "extra" as being

designated not so much to support an ACO or a medical home
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or anything, but to support the training for the skills that
would be useful there. I had a couple of them, maybe to
follow Jay's and Bill, some of the care coordination types
of training, use of HIT and EMRs, and following budgets,
learning how to do budgets and that cost awareness that I
think Jay mentioned.

So now we give you the hard part of writing a
recommendation that wraps all these things up, but I would
like to say that sounds like the right direction to head.

MR. HACKBARTH: Let me just pick up on that,
because I think this is an important issue. One notion
about this is to try to identify the skills that are needed
to practice 21st century medicine and specifically reward
those. Logically, that entails somebody saying, here is the
list. Here is the curriculum for the 21st century physician
and the Federal Government is going to buy these curricular
elements.

An alternative approach is to say, that may be not
the right thing for at least MedPAC to be doing. Maybe
that's something that ACGME and others ought to be doing,
but that's not really MedPAC's bailiwick. But maybe we can

support that by saying, if we encourage teaching
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institutions, or at least some of them, to themselves
reorganize to be places that demonstrate, exhibit the
characteristics of high-value providers, that will create an
overall environment for training that is better than exists
today. So it is an indirect approach.

What I had in mind about this is we're doing the
second. We're not doing the curricular approach and saying,
here is what we're trying to pay for with this extra money.
Instead, what we would be trying to do is use the money to
encourage at least some teaching institutions to evolve
towards high-value providers.

Now, there are the questions about whether that
will alter the content of medical education and whether that
indirect approach will be effective. But that's what I have
in mind.

MR. BERTKO: And I would respond, Glenn, I am open
to either way, and the way we've done it sometimes, if you
took that second approach with a more indirect way, I would
hope that the discussion underneath it could then say we
think the kind of —-- these four, five, ten kinds of skills
are the ones that should be built into that indirect

approach.
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MR. HACKBARTH: Yes.

MS. HANSEN: I think the areas that I had really

have been covered relative, especially, to the last couple

of discussions about what are the outputs that we're really

looking for for the 21st century aspects. And then one is

the disciplines as we've known them versus the disciplines

that may evolve and may actually look quite differently.

Just as some people are doing skills now or treatments now,

say we were talking about doing sigmoidoscopies that are

necessarily not done by physicians but perhaps advanced

trained clinicians, and we need to begin to think about the

needs of the population as compared to the structures that

are traditionally there.

So however we do this indirectly. We'wve talked

about this before. 1I've actually brought up, and maybe this

is more moot now, but even the knowledge of how to deal with

the interface of comorbidities and polypharmacy, which is

reflective of where the population is going. So however we

get to the competency of producing the skills, and not by

prescribing curriculum but the outputs, that is what I would

look for.

I mentioned earlier this morning, too, the point
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of both -- two things. One is what is happening in other

disciplines and also with Title VII, Title VIII and the

Service Corps. The first one, on the discipline, right now,

there is an ongoing, or just recently started initiative at

IOM about where the future of nursing is going, and this is

a very close companion piece to really thinking about where

the future of the disciplines is. So I hope we —- and I

talked to Cristina about it and Craig briefly, just to make

sure we knew what was happening on that side, coupled with

what's happening in legislation right now. There is in the

Senate Finance bill things that relate to graduate nurse

education, so instead of GME, but it's, again, about dealing

with a comorbid population. So there's something happening.

And then finally to the point of the current

programs that seem to produce the most, at least, placement

and continuation of people in areas such as community

clinics or rural areas, i1f that has shown to be effective,

and I think to Bill's point, can we make them more

effective, because we know that that does produce the

traction of where needs will occur, so perhaps whether or

not we refunnel the money or part of the money toward these

other programs, which I know is very tough, but it's just
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like that's where the production will start, it may be a
consideration.

And then, finally, I think others have brought
this up and I want to emphasize this again, since not all
care will be in hospital institutions, how we relook at that
in terms of the distribution of that kind of funding in the
future with GME funding.

MR. BUTLER: First of all, Cristina, thanks for
the opening remarks that at least GME is a pretty popular
product in the fact that an awful lot of international
medical grads certainly want to come here and we don't send
as many people to other parts of the world for graduate
medical education. So at least it's a popular product and,
I think, does a lot of good things beyond the issues we're
discussing today.

I also said last month that I like to start with
what do we want out of this and line up the money last. So
we've been focusing on a chart that lines up the money.
Having said that, I find this a very helpful framework with
which to make my comments, so it really does help to see
where we should be focusing. So let me make my remarks in

that context.
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If you look below the line, the direct GME, that
really was an obligation of the Medicare program when it
started. We're going to pay for our share of the graduate
medical education cost. Above the line came about when DRGs
happened because trying to level the playing field to look
at the collateral cost impact of having residents. And that
was a convenient —-—- not a convenient, a statistically-driven
number that may have been too high or is too high and
certainly is too high now if that's what you're trying to
capture. So they're a little different, the origin of
these. And for some of those reasons, tinkering with the
bottom half of this is a little bit harder to do with a
little bit less yield to me, in general, of where we ought
to be focusing our efforts.

And let me say that in yet another way. I think
we have about two percent of the Medicare budget tied up in
this chart, $9 billion when you take all three, right? And
two-thirds is above the thing. And you say, Nancy,
regardless of how much we commit here, the newly-minted
resident or fellow and how they practice lifelong has a far
greater impact on the sustainability of the Medicare program

than these dollars, and that's where the real energy needs
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to go.

Now let me back up on the bottom half of the

chart, if I could, for a minute. I do think we could

comment on some things like caps, for example, acknowledge

that the full costs aren't covered, that, in fact, if there

are new slots that are to be given out as health reform

legislation says, maybe they ought to be given to primary

care. We certainly shouldn't make the number of positions

available a barrier to the primary care, so to the extent

that that helps.

But we know that incentivizing institutions,

whether it is reducing down to 50 percent the payment or

even i1if you went 150 percent to offer more slots in primary

care, I don't think that it's going to solve it, because

it's not the institutional incentive. It's the individual

physician who's picking the specialty that needs to be

incentivized, either through higher primary care payments

or, in fact, through loan forgiveness kinds of programs. If

they're significant enough, it would have a direct impact.

So I think that we can comment on caps, but I

don't think we're going to make major contributions, unique

contributions as a Commission on the bottom half of the
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chart.

So now let's go to the top half of the chart, and
I think, Glenn, you're hearing a consensus around the
curriculum issues versus the training environment. At
least, that's what I'm hearing, and I would reinforce that
definitely as being the area of focus.

So I think where we're a bit -- and this is kind
of my passion —- how do you create a kind of meaningful user
kind of concept in a delivering environment that says you've
got to earn up to the —— if you can demonstrate that, then
you can earn your IME dollars, if you will. How do we
create that menu? And I do think that it's a little
simplistic to just put ACOs up there, because it does beg
then Nancy's issue, are they getting subsidies that others
aren't. I don't think it should be tied specifically to
that.

Having said that, I would say that there are
things like the AAMC's effort to advance Health Innovation
Zones, which is a comparable concept, are things we would
want to incentivize, but I don't think that simply you get
money for ACOs and others don't. I agree with that. So I

think we need a little bit more robust list of what that
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environment looks like and how we might do that.

I think the beauty of what we're doing here is you

could take all of our health reform chapters -- bundled

payment, medical homes —-- I mean, this is our sweet spot.

This is where we've tried to define the system of the future

already and we're trying to just line up dollars in this

area that may be supportive and reinforce that. So I think

it is what we do, and I think we could say this is where

things are heading and we need to incentivize that to occur.

My last comment would be on the residency program,

and I think what you mean by this is would you give money

directly to residency programs versus institutions. I do

feel pretty strongly about this not being a good idea for a

couple of reasons. I'm not saying there shouldn't be

exceptions, but if you think about we're trying to create

coordinated care across systems, this does just the

opposite. It puts them in silos. And even though I

understand the need to focus on primary care and family

medicine, if we send money directly there, you know, what is

the message we're sending?

I think that, for example, having psychiatrists

work with family practice or internal medicine to know how
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to understand the management of mental health, or having

cardiologists partner with internists and family practice to

handle congestive heart failure or readmissions, the

multidisciplinary dialogue and education that has to occur

could somewhat be hurt by sending money directly to

individual programs as opposed to institutions of care. So

I have concerns about that.

The other concern about it is simply that if we

follow our principles and send money directly to some of

these sites and base it on the percentage of Medicare, the

percentage of Medicare in some of these sites is often low,

and if they're expected to also have the costs of the

program borne, the economics don't work very well and it

becomes logistically pretty tough to have some of these

sites say, okay, we'll do this.

So obviously I'm a little bit concerned about

separate payments directly to programs because I think it

runs counter to our systems of care that we're trying to

create and reinforce in what we're doing overall.

MR. KUHN: I think the discussion on this has

really been terrific, and the notion that I've heard from

some of the other folks so far is the issue of the
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interdependencies here, that this program and all the
programs we've been talking about go together. So the fact
that as we look at this and we're thinking about how is the
alignment of this with the other things that the Commission
has recommended or things where we want to see health care
go 1is absolutely critical. And so maintaining that
alignment, maintaining and having the full understanding of
those interdependencies is going to be critical for us as we
go forward.

So having said that, when I look at this, as I
look at other parts of the Medicare program, I think of it
as a series of signals and tools. And when you think about
signals, the issue is here, as kind of Peter said, what do
we want? And Glenn, I think, nailed it when he said what we
all want is high-value providers, period. End of story.

So how does this particular program help us kind
of do that and move that forward, and how are we able to get
what we want to pay for out of our medical education in
terms of making sure that we have training with
multidisciplinary teams, that we have folks that are
training that are looking at IT, but above all else, that

we're looking at physicians who are coming out of the system
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who really understand the issue of cost effectiveness in

terms of the delivery of care, and that has to be absolutely

critical to that.

So I think the signals are pretty clear, what we

want to do, to me as we go forward here. The real guestion,

then, is what are the tools that we have to deploy and how

do we use those?

And I agree a little bit with, I think it was what

Karen said earlier, is that I don't think we want to meddle

in the accreditation area, but I think we can articulate a

set of core competencies that we think ought to be part of

this process as we go forward and I think that makes a lot

of sense. And then how do those core competencies translate

into maybe new delivery models?

I think the ACO is a good one that ought to be

incentivized, and we ought to try to move that. But there

might be others that are out there, because I think at the

end of the day, the hypothesis that we all have is that if

this is the way physicians are trained in the future, then

when they come out of school, these are perhaps the new

delivery systems they'll want to practice in and will

hopefully look for those. I mean, at least that's the



10

11

12

13

14

15

16

17

18

19

20

21

22

73

hypothesis I'm going on.

So the fact that we can look at both core

competencies and then perhaps, I think as Peter said, and I

agree with him, look at maybe a menu of options of how that

could be done through delivery systems, of which ACOs 1is

one, might be a good way for us to think about this on

recommendations.

MS. BEHROOZI: Yes, I like the way both of you,

Glenn and Peter, talked about the characteristics of the

institution and the environment. In a way, I feel like

we're almost looking for a new way to justify, empirically

justify some more IME costs, kind of. So I think Peter

said, or used the phrase, a more robust list of what

comprises the environment.

What I'd like to add to that, or my take on that

isn't just the environment for training physicians, because

we're talking about the workforce for the future, and in the

paper you spent —- and actually, in the presentation you

also spent some time talking about non-physician providers

and some of the attitudes that physicians will need to have,

not just the things that they need to learn in an academic

way. So some of the things that I would put on the list
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would include whether the institution has a robust program

for training non-physicians, whether R.N. or physician

assistant or other kinds of medical practitioner parts of

teams, non-hospital experience, which you've adequately —-

more than adequately —-- discussed.

One of the things, actually, that we had talked

about in a much earlier session on this, last year, I guess,

was the rather dismal proportion of institutions that are

training doctors that are not wired, that don't have robust

IT systems, and that's the kind of thing that clearly takes

some money to implement and ought to be recognized as an

essential part of a good training environment.

And going to George's point about the same line I

underlined, educating and graduating students who wvalue

community health, yes, people who are from low socio-

economic backgrounds or of a different ethnicity than the

majority, whether African American or immigrants or

whatever, are, yes, innately more predisposed to work with

underserved populations. But they're never going to

comprise the majority of physicians, or not for a long time,

and it's absolutely essential to diversify the ranks of

physicians, but it's also essential to make sure that all
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physicians, whatever their own ethnicity or their own

background, are able to care for the range of patients who

need their care. You know, you can't be —-— you shouldn't be

able to be selective about who your patients are and how you

treat them.

So what does that mean in the context of medical

education? Well, to avoid being prescriptive about having

courses in diversity and tolerance and all of that stuff,

maybe it's worth looking at the patient population that the

institution serves, and I wonder if there's literature

showing that people who are training in institutions that

are in low socio—-economic demographic areas, obviously high

Medicaid proportions, whatever, are more likely to serve

underserved patients no matter what their own race or

ethnicity or socio-economic status is, if they're more

likely to serve the underserved than people who practice in

more elite, if you want to call it, institutions. So I

think that might be something to put on the list.

MS. BOCCUTI: I'm not sure if there's real

research on that, but we should note that teaching hospitals

in general are more likely to treat these populations. So

they are in there. I mean, Craig might want to speak to
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that more, but we'll look into that kind of research.

DR. DEAN: Thank you. Obviously, this is a very

interesting discussion and something that's near and dear to

my heart. I'm especially concerned about the pipeline

issues, but I also recognize that Medicare may well not have

the tools that we really need to deal with that. I would

really support the idea that maybe we need to somehow give

additional support, whether it's moral support or dollar

support or whatever, to the programs that really have a more

direct impact, Title VII, National Service Corps, AHECs,

those things, because they really do —-- they've got

experience and they have been shown to be effective.

With regard to the admissions issue, I also think

that's a serious concern, and I'm certainly sympathetic to

Karen's point. At the same time, the trends we see are not

reassuring. We're getting fewer and fewer people from

underserved areas and from minority groups and so forth and

larger proportions of people that come from the majority

population and elite colleges and so forth who are much less

likely to respond to the needs of those groups.

And, by the way, I would add to the underserved

groups, I think it would be worthwhile mentioning American
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Indians, because they are probably the most underrepresented
of all of the minority groups in the mix of incoming
students.

To move on to the whole residency issue, where
obviously Medicare does have some significant impact, I
think we, first of all, need to say, I mean, why do we have
residencies, and they really, as I see it, there's two
functions: One, to staff the hospital, and one, to provide
an educational experience. And it seems to me that it's
very appropriate that Medicare should support the second and
not necessarily the first, but unfortunately, I think we've
done both over the years.

I'm very attracted to the idea that we should
provide some sort of rewards or incentives to those programs
that really have shown that they've taken the delivery
system reform seriously and have provided their trainees
with the tools to really function in a new delivery system
and to function effectively.

I think that, especially with regard to primary
care, one of the things that is —-- we talk a lot about the
inequities of payment, and those are clearly major issues,

but I think those are not the only issues and I think,
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again, Karen mentioned it when she talked about there's a
lot of high-paying general surgery positions that are going
unfilled for other reasons, and I think that's also true in
primary care. And so I think if we're really going to deal
with this shortage, we have to demonstrate to new trainees
that you can do sophisticated, rewarding primary care in a
modern environment that really makes use of the skills that
you receive in your medical training.

And I would take issue a little bit with the whole
idea that care coordination is just simply making sure that
people get their appointments on time and so forth. In my
experience, a lot of care coordination has to do with, I'm
taking ten drugs and I don't want to take them and what am T
going to do? I'm just going to stop them all. Well, we see
that happening a lot, and that's a pretty high-level
judgment. If we look at that list and you say, well, okay,
there are some trade-offs here. We probably can do away
with this one and this one, and if I cut this from ten to
six, would you be willing to do that?

Or the cardiologist tells me to one thing and the
endocrinologist tells me to do something different and I'm

not going to do either one. That also is a fairly high-
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level decision making, to negotiate what can we do that's
least likely to get that patient, well, back in the
hospital, to be very specific about it.

But the challenge is to —- and the focus of the
medical home movement, which I would actually put, I think,
right alongside ACO or maybe even above it, because in my
mind, it's the medical home structure that really provides
the tools to do these things. The ACO is a sort of
financial structure that will take advantage of what a
medical home can provide. But the goals of the folks that
are really the evangelists for that structure are that we
should have every professional working at the top of their
license and that we need physicians, but we also need a
range of other competencies and we need to make sure that
the physicians there are not filling out authorizations for
durable medical equipment or the other nonsense that we do
spend a lot of time on and that turns a lot of current,
today's primary care doctors —- leaves them frustrated and
feeling that they're not doing anything significant. We've
got to put the primary care physician back into a role where
they really feel that they're doing something important,

because we know there's an important job to be done, so I'll
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stop.

MR. HACKBARTH: I think we've made some progress
here. Jay is going to offer some comments on where he
thinks he hears some consensus. But before he does that, I

just want to sort of work on a different plane for a second
and talk about issues that this framework addresses and what
it doesn't address.

Let me start with the things that it would not
address. So this would -- if we go with a framework like
this and embellish it, tweak it, et cetera, we would not be
explicitly addressing the issue of caps, you know, should
Medicare fund training for more physicians. We wouldn't be
taking a position on that one way or the other. That would
be set aside.

A second thing that would be set aside and not
addressed is the appropriate mix of specialties for Medicare
to support in training. We would be agnostic on that.

A third is that we wouldn't take on issues about
the appropriate curriculum, whether in undergraduate medical
education or in graduate medical education. We wouldn't
address that directly, but perhaps indirectly later on.

Another issue we wouldn't address is the overall
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financing scheme for graduate medical education. The
original idea was that Medicare would be joined by private
payers and we would have a scheme where all of the people
who benefit from the health care system contribute in
explicit ways to financing this activity. There are still
some people who would like to go down that road, but again,
we wouldn't address that. We would be silent on that
question.

By not addressing those issues, we would be
avoiding some thorny thickets.

Now, what we would be beginning to address is how
can we get better output for the Medicare dollars above the
empirical amount. So the direct GME covers the direct costs
of training and it's below the line. We're basically not
talking about that. We're saying, it's appropriate for
Medicare to pay some indirect medical education because
there are costs beyond the direct that are legitimate and
should be supported. But we've got this $3 billion that
isn't in either of those categories, and we're not saying we
ought to take it out of the system altogether, but we ought
to redirect those dollars to get more value for the

expenditure.
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If we were —— one of the points of disagreement

that came up was around the residency program piece of it.

Karen, not so much today but in previous meetings, has

raised the issue of why does all this money go into the

hospital general fund and then the training programs need to

go to the hospitals to get their activities funded. Some of

our guest speakers have raised the same point.

And the idea here is, well, we could address that

issue and say that at least some of this money is not going

to flow through the hospital budget, but flow directly to

training programs. Now, there are lots of important issues

there about who would receive the money and what not that

would have to be addressed, but that's potentially an area

to get into.

I hear some disagreement. Peter has made a strong

argument that that would not be a way to go, so we'd have

some work to do, but that's an important issue possibly

addressed.

Closely related to that is that one of the odd

features of the current system, from my vantage point, is

that all this money on the indirect side is linked to --

well, in fact, also on the direct side, it's linked to
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Medicare volume. From a societal standpoint, I'm not sure

that linking it to Medicare volume is a particularly

rational way to deploy our resources. If we were to say

we're going to take some of the indirect medical education

above the empirical amount and start distributing it other

ways that would no longer be tied to how many Medicare cases

the hospital has, it could be tied to the ability of

programs to develop rich ambulatory environments to train

their physicians.

Then the last thing that we would address in this

framework is that if society wants to address some of the

pipeline issues about mix and diversity and where people

choose to practice, probably the best vehicle for doing that

is not through the Medicare program, but through the Public

Health Service Act, and we could endorse that as a way to go

and perhaps also say that, again, some of this money ought

to be redirected to that channel.

So that's a sense of some of the thickets we would

be avoiding, about specialty mix and caps, and some of the

ones that we would be wading into and have to address down

the road.

Jay, you had some thoughts about --
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DR. CROSSON: So is this a softball across the

plate or am I in the dirt?

[Laughter.]

MR. HACKBARTH: He's got all these wonderful

notes. Just read them.

[Laughter.]

DR. CROSSON: So the notion is sort of where do we

think the consensus is, and I think Glenn has spoken to some

of that already, and what could we imagine as either

something that we're going to write up or a set of

recommendations or directions for future work. And I think

my sense of it is I'm going to suggest something more to the

latter as opposed to saying, gee, we're ready for some hard

recommendations here.

But I think there are some things, for example,

that I see sort of consensus on. The first one is that I

think we've identified, and I think we can speak to the fact

that there appears to be a gap between what the pipeline, if

we want to call it that, is producing and what is needed in

the future. Everybody has a slightly different idea about

that, but I think in almost everybody's comments, there's

been a recognition of that. And I think for the Commission
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to say, we recognize this, and then to try to write down

what we think some of those gaps are would be of value.

The second one is I think we have identified, and

I heard pretty much consensus that we've identified that we

have a tool, one tool that we could use to address this. So

the larger problem is sort of physician manpower. We get

reduced now to the residency program's or training program's

impact on that because that's where we have this Medicare

tool, which is paying for graduate medical education.

Reducing further, we have this box which is called "extra"

or overpayments, which we have previously identified as a

tool that we might be able to use to resolve issues.

So we could, in fact, go on record and say, you

know, by the way, we have this tool and we're not exactly

sure right now how we want to employ that, but we do have an

intention over time to try to understand better how we can

employ that tool and we're pretty sure we want to do that.

And then the third part of it would be to engage

the staff, at Mark's direction and the timing of that, would

be to engage the staff in trying to understand better how we

could use that tool to, in fact, work with other entities

who have other ideas about this, and perhaps in some areas,
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more expertise. I'm thinking about HRSA, AAMC, COGME, and
others to say —-- to answer some of the gquestions that Mike
brought up. If we did this, if we doubled debt forgiveness
in a certain way, what do you think would happen as a
consequence of that, and is that the right direction to go
in? How would we exactly target this money towards
supporting 21st century training environments that would
produce physicians who better meet society's needs?

I think we all have the sense that there's
something there, but we probably would need to get a little
bit better at what exactly that would entail. You know, how
could we use some of that money to support the development
of ancillary providers in ways that are maybe being used —-
will be used differently than they've been used in the past.

So it would be essentially three parts, saying we
recognize there's a gap between what's being produced and
what's needed and here's some information about what that
is. We've identified a tool that we intend to use to fix
this. And we are open and, in fact, are going to be seeking
out to work with other entities to try to figure out -- to
get to specific recommendations about how we might employ

that tool.
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And the only other thing I'd say in the end -- and

by the way, we're simultaneously as a Commission going to be

doing other things, for example, loocking at, as we will

later, the issue of how physicians are paid and whether the

payment formulas that we have now are the right ones, which

may also have impacts on this question. So it's not that

this is the only activity, but it's the activity that we've

identified specifically to address this problem.

MR. HACKBARTH: Okay. Thank you, Jay. Thanks,

Craig and Cristina. I think we're making progress.

MR. HACKBARTH: Our last session before lunch is

on some case studies in metrics for high-performing systems,

and David is going to offer a workplan, I guess.

MR. GLASS: Today, I’1ll describe a work plan we’re

proposing to look at what high-performance systems are doing

to improve care coordination and efficiency and how Medicare

might recognize which systems are high-performance.

The literature often cites certain integrated

delivery systems, hospitals and group practices as high-

performing. When you visit some of these systems, you walk

away thinking that something real is going on. We spoke

with nurses at one system, for example, who had worked
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elsewhere and now don’t plan to leave the current one.

Before, they felt like number, interchangeable bodies, and,

here, they felt like a team member who was valued and had

control. They’re encouraged to raise questions and to

propose solutions.

At Group Health of Puget Sound, we found a

successful medical home model that not only decreased use of

emergency departments and the rate of ambulatory care-

sensitive admission but also increased patient and staff

satisfaction, with less burnout among the primary care

physicians —— a notable step in an era when they may be in

short supply.

At the same time, fee for service payment systems

reward volume and do not differentiate on quality and

therefore do not encourage high performance. For example,

you may remember the case of Virginia Mason Medical Center,

where the process for lower back pain was reengineered.

They reduced use of MRIs and accelerated the use of physical

therapy. Paul Ginsburg, who will be here tomorrow,

documented the result, which was an increase in value for

the employers who saw fewer days of work lost and lower

costs for the decrease in revenue for Virginia Mason.
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Commissioners have often expressed concern that

doing the right thing is not rewarded in Medicare. In the

long run, we’d like to encourage high-performance systems by

changing the incentives in Medicare payments systems to

better reward quality in care coordination.

In our workplan today, we hope to take a first

step and investigate what high-performance systems are doing

and how Medicare could recognize it. Then, later, we could

consider the policy implication.

To identify high-performance systems that may be

of interest, we'’re proposing to draw upon our site visits to

the systems show on the slide and others we’ve undertaken.

We’ll look at case studies in the literature, including

integrated systems and group practices of varying sizes.

Also, we’ll take your suggestions for candidate high-

performance systems.

We talk about some of the sources for case studies

in more detail in the mailing material. We hope to

capitalize on the information in them, so we don’t have to

duplicate those efforts.

After identifying some systems, we then ask a few

key questions. First, what are the systems doing to improve
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performance? Care coordination holds promise for increasing
longitudinal efficiency by decreasing unnecessary
readmissions. At the University of Pennsylvania, we found
that a pharmacist is now being called in to consult with the
patient prior to discharge, to help eliminate potential drug
interactions and to make sure the patient knows what drugs
to take and when, when they get home.

Reengineering the process of care is an important
step for many systems. For example, we have noted that a
number of hospitals are standardizing their workflow with
standard order sets and protocols. This is necessary to
define a process sufficiently, so that if changes are later
made to the process you can tell if there’s been an
improvement.

Another key question is: How are the systems
measuring performance, what metrics are they using? Some
measures are about internal efficiency. For example, at
Virginia Mason, nurses work together to improve assignment
of patients, so that nurses care for patients who are
physically proximate. The nurses walk less and can respond
faster. The hospital team actually measured how far nurses

walk per day before and after the process was improved.
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Medicare may not want to measure how many steps
nurses take, but it may want to know the process has been
improved and perhaps communicate that to other hospitals.
Measures of more obvious interest to Medicare would be
patient outcome, such as mortality and readmissions, or
perhaps access to care. One measure may be how long do
people have to wait for appointments.

Now MedPAC has measures that we’ve used to
characterize efficient hospitals. We use the three shown
here in our Analysis of Efficient Hospitals in the March
report. We plan to see if the hospitals we identified are
the same as those in the high-performing examples. We hope
to learn from the comparison, what measures do and do not
identify the same set and how we might improve our measures.

We would also investigate in systems with multiple
hospitals whether or not all the hospitals were identified
as efficient. This might tell us something about whether
characteristics were strongly system-dependent or if they
were more idiosyncratic to the individual hospital. This
might give us a better idea of what works and what doesn’t
to improve performance and efficiency.

In summary, our study approach is to choose high-
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performance systems identified in the literature or by you
or by us. Then, identify what those systems are doing to
improve performance such as process reengineering, care
coordination and how they’re measuring success. Next, we
would compare those results to systems we would identify as
efficient using our measures, and, from this comparison, we
would hope to identify what kinds of innovations are
consistently associated with effective and efficient
provision of care and try to learn how Medicare might be
able to recognize high performance.

We would then be in a position to better
understand the implications for policy development. For
example: How could promising innovation be disseminated to
other providers? Should conditions of participation be
rethought? How should ACOs be designed, and, eventually,
how should payment policy be altered?

So, if this works out, we would aim for a chapter
in the June report.

Now one further refinement we may want to consider
is what perspective we take in this work. On the one hand,
our natural focus would be on the Medicare perspective. Is

the system’s high performance for Medicare patients? We
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might use Medicare claims to determine resource use and some

quality metrics, and we could even use surveys of Medicare

beneficiaries for other quality metrics.

On the other hand, we might want to consider the

all-payer perspective as well. For example, a system might

be efficient for Medicare, but Medicaid patients don’t have

access to it. Should this system’s efficiency be thought of

differently?

Also, other payers also have to accept high prices

if a provider has market power in an area. We have found

that hospitals not under financial pressure, because they

can charge high prices, have higher costs than hospitals

that are under greater financial pressure.

Because Medicare sets prices, the high provider

costs would not be evident from Medicare’s perspective.

However, the high costs are of concern to Medicare.

Medicare may not have to pay more immediately, but the

perception that Medicare rates are not adequate can grow if

providers’ costs are not kept under control.

This is not an abstract concept. In a recent

forum, an employer asked why. If the local system was so

great and efficient, why was it he had to pay higher
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premiums in that area than in other areas where he had

stores?

High prices can coexist with seemingly efficient

practices. So you may want us to take that into account as

we consider efficiency.

So, for discussion, with these points in mind,

we’d like you to talk about the following:

Would the study, as we described it, be valuable

to you?

What should we change in the study approach?

Are there specific systems you’d like us to

consider? The large integrated systems such as Kaiser,

Geisinger, Intermountain are often mentioned, and also

several of you have mentioned the Veterans Health

Administration. The VHA may take a little more digging to

get data for our purposes, but it could be considered if you

think it worthwhile.

We could also look at smaller practices or

individual hospitals. We'’re open to suggestions.

Finally, would the results be useful, going

forward? Perhaps, there’s a means to disseminate best

practices to other Medicare providers or for setting future
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policies, for example, around bundling or accountable care

organizations.

We look forward to your discussion.

MR. HACKBARTH: Thanks, David.

Round one, clarifying gquestions.

DR. MILSTEIN: David, can you clarify in slide 3,

are these the site visits we’ve already conducted or is this

the proposed list?

MR. GLASS: These are some we'’ve already made. We

are open to doing some more. There’s quite a few others

we’ve also made, not specifically for this task but for

others.

DR. STUART: I think it’s self-evident that we

need to understand what'’s out there and be able to identify

high-performing systems. The chapter, as it’s developing,

seems a bit ad hoc, however, in terms of what your selection

criteria were.

So my question is has there been a literature

review here?

Glenn is On the Commonwealth Fund high-performing

health system. What kind of communication is going on in

terms of how these places are selected and then how that
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information is going to be put together to develop the

chapter?

MR. GLASS: We were thinking of taking their list

as our starting point in some sense, the Commonwealth Fund.

Now their list, as I understand it, originally, they did a

kind of sum—-data analysis, and then they had kind of an

expert panel Delphi approach to identify which systems they

thought were investigating. I think they initially came up

with 15 and, since, have done quite a few more too.

So we're thinking of starting with that list, and

then also, by using our measures of efficiency and that sort

of thing, we were going to come up with another list and see

where they intersect and where they didn’t and perhaps look

into both of those.

DR. CASTELLANOS: Good points. Two questions,

these are real-world gquestions: One i1s what percentage of

health care delivery systems or practices are integrated in

the United States, and have you looked at any of the other

systems that are not integrated?

DR. STENSLAND: It kind of depends on what you

mean by integrated. But, if you go the strict kind of

definition where there’s common asset ownership of the
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hospital and the physician practice, you’re probably on the

order of 30 percent or something in there. That’s looking

at the hospital as kind of the entity of what share the

hospitals are formally integrated with at least some of

their physicians.

And, if you want to know what share of the

physicians are formally in one of these entities, it’s going

to be less than that.

DR. CASTELLANOS: Did you look at any of the non-

integrated systems as high performance?

DR. STENSLAND: In some of these times, when we

went to look at hospitals, when we started out looking at

what we thought were efficient hospitals and looked at their

system and how did they relate to the physicians in the

greater system, there were some of them that weren’t

formally integrated and still performed well on our metrics.

I think as we go through and trace them over time,

like at one time they looked good and some of them have kind

of fallen off on their performance metrics.

I think one of the things we’re going to have to

look at is how do they, if they’re not integrated, how do

they get physician buy-in to coordinate care. That'’s
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something that I think Arnie has talked about a lot is
standardizing work, and on some of these site visits how do
you get the doctors to come together and agree to
standardize work, if they’re not on salary, if they don’t
have a formal relationship with the hospital.

So I guess that’s a long answer to a technical
question, but there is definitely some work that we’ll do,
trying to look at both the integrated systems and
unintegrated systems and look how those two types of
organizations address some of these key issues, like
standardizing work.

DR. CASTELLANOS: Thank you. That'’s exactly where
I was going.

DR. BERENSON: Following up on Bruce’s question, I
know that Steve Shortell and Larry Casalino and colleagues
have published over the years a series of papers where they
have identified work process activities that they think are
associated with high performance. Have you looked at that
and does that lead you anywhere in terms of what you should
be sort of looking for or to even specific places?

I believe they have a network that they go back to

periodically, of practices of various kinds.
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DR. STENSLAND: Yes, we’ve talked to Steve
Shortell and Larry Casalino in the past about some of those
issues, but we should probably revisit some of those sites
that they brought up, and especially some of the sites that
aren’t formally integrated that I think Larry Casalino has
highlighted.

DR. BERENSON: Do you have a sense that they’ve
captured a number of sort of the work process activities
that we should be looking at or are they too process-
oriented and not focused enough? I guess you’re focusing
more on outcomes.

Do you have any sense of that or you haven’t
really looked at that point of view?

DR. STENSLAND: Just recalling what they presented
to us and what we’ve seen from their work, I don’t remember
that kind of stuff in there, but I don’t want to say that
it’s not there. They’ve done a lot of work that we probably
haven’t seen.

DR. CROSSON: Maybe I can speak to that. It'’s
called the NSPO database, National Survey of Provider
Organizations. They do have a broad set of information.

It’'s self-reported information, for the most part, and they
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update it every five years. I can’t where in that five-year

cycle that they are.

MR. GLASS: We can certainly look into it.

MR. HACKBARTH: Other clarifying questions?

DR. MARK MILLER: Can I just say one thing quickly

then, and again it was just triggered by your comment. T

think, explicitly, one thing that we’re trying to say in

looking at this is it’s not just looking at care

coordination activities, that we would explicitly try and

look at what is typically referred to as the reengineering

type of stuff because we haven’t put tons of effort into

that. That’s an explicit thing. If people want us to do or

not to do, you should feel free to comment on it.

MR. HACKBARTH: What actual data are available to

assess overall efficiency other than the Medicare database?

So, i1f we were just taking a strict data-driven

approach, I would think what you would do is look at the

Medicare data and look not on a per admission basis but on a

population basis, and that’s how you would identify

efficient providers. Not that that’s the truth, but it’s

the only data, isn’t it?

DR. MILSTEIN: On this point, Medstat has a
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national commercial payer database that is not robust in

every single community, but in many communities, and would

allow these important crosswalks between is it both

efficient for Medicare and efficient for commercial payers.

The National Business Group on Health is pursuing a merger

actually, through Dartmouth, of these two perspectives on

cost efficiency.

MR. BERTKO: Yes, and I was going to add Medstat,

and -— I think, Arnie, you would agree -- larger employers,

you can use premiums at a local rating level for most

metropolitan areas because they tend to be fairly specific

down to even zip code level, and those might be available

over time as well.

DR. BERENSON: If I could jump in, anticipating

tomorrow’s discussion and what David talked about a little

bit, the need to distinguish the cost to the organization

and the cost to the contracting, I mean to the purchaser.

mean it could well be that that difference is profit.

MR. BERTKO: [off microphone] Yes, but not

entirely.

DR. BERENSON: I understand. But I mean it would

be nice. I mean one of the things we may learn tomorrow is
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that there may be efficient organizations but that

purchasers don’t benefit from that efficiency, although the

previous work you’ve suggested on the hospital side is that

they’re less efficient if they have market power to get high

prices. But I think it’s important to distinguish cost to

the organization and cost to the purchaser.

MR. BERTKO: Yes. Arnie’s suggestion on Medstat,

though, would generally have the cost of care claims and not

the profit or admin piece.

DR. CHERNEW: But it doesn’t have great outcome

measures, some, but not.

MR. HACKBARTH: Okay, round two comments, let’s

start on this side.

MS. BEHROOZI: I guess I'm really interested to

see the list of all these characteristics, but I would want

to make sure that it’s as broadly applicable or applicable

to as many different types of providers as possible, so that

there wouldn’t be reasons for people to say, well, yes, they

can do that because they’ve got whatever homogeneous

affluent population that all lives within six blocks of the

best providers or whatever.

So, can we make sure that we have a range of
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socioeconomic status represented and diversity ethnically
and whatever, and in various different ways if we could just
make sure that the institutions that we’re picking reflect a
range of types of patient populations that they’re dealing
with?

Also, I guess this kind of goes back to Ron’s
clarifying question. The institutions that you identified
when you were showing that high-cost hospitals tend to
receive high payments from non-Medicare payers, you did
identify institutions across the board, as I recall, small
and large, teaching and non-teaching, high Medicaid share.

I think you looked at that.

So are there institutions to look at there,
regardless of their level of integration, but rather simply
how are they doing it? How are they keeping their costs low
for all payers?

And, as I recall, you also had a quality measure
in there. How robust was it, I don’t know, but that seems
maybe like a good pool to start with or to go to.

MR. KUHN: Thank you. This is exciting stuff and
thank you for doing this. I think it not only is a chance

for us to impact future policy discussions but also,
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hopefully, and maybe that’s wishful thinking on my part,

this can help accelerate some of the new designs out there.

When people have this kind of information, maybe you can

push the demos, the pilots even faster through the pipeline

is what I would hope to do.

Just on the issue of maybe more sites to look at,

I don'’t have any specific names for you now, but I’11l get

back to you on this. But I’d really like us, if we could

also see if we could find a few rural sites to look at as

well.

I'm really interested and want to be a little

concerned about the scalability of some of the things that

we look at. So I want to make sure there’s portability

across all kinds of settings across the country, both rural

and urban. So I’'d like to work with you on some

identification on that.

Then the area I would suggest is a little bit

outside of the hospitals themselves, and that is there are a

lot of consulting firms out there, working with institutions

to help them on workflow redesign. While I think we have to

be careful with some of that, because is it truly workflow

redesign that takes cost out of the system or is it just
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shifting costs to another department within the hospital.
We have to be very careful of that.

We have a point in time now where hospitals have
implemented things, but I think some of these consultants
are thinking three and five years down the road and putting
out new metrics and new ways for doing the feature. So, to
the extent that we could capture that kind of thinking in
what we’re doing, to kind of get a line of sight of what'’s
out there more on the horizon, I think would be helpful as
well.

MR. BUTLER: So the questions about data remind me
of later we’ll be talking about the difficulties in
measuring performance. I have great expectations about
pursuing this but realistic in linking it to very specific
outcome measures.

Having said that, my one comment is to think about
this through another lens as well, and that is not looking
at high-performing institutions but activities we think make
a difference across institutions and studying whether they
really do or not. You can do this while you’re looking at
high performance.

For example, IT, we keep bringing up. If you were
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able to pick out what you felt now were very high-end users,
could you begin to look across those institutions and say
how is the outcome different? 1Is it making a measurable
impact and in what way?

Or, you could take medical homes and say, for
those institutions that are embracing it, is it making a
difference?

So we start getting data and, in fact, some of the
things we think are important and are considering, not just
going to a high-performance and fishing around and say, what
makes a difference?

A third one might be the characteristic of the
medical staff, which we haven’t really addressed head-on,
and that’s kind of maybe a narrow way to state it. But how
physicians are organized and how they’re working with the
hospital, does it make a difference?

We hear one day if you’re only salaried. Well, we
know that that’s not nearly as important as some other
things. So the characteristic on the continuum of how the
physicians are organized or not, does it really make a
difference?

I could go to vertical integration. If you, in
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fact, have aggressively gone after vertical integration
strategy, where you own and have most of the pieces, does it
make a difference?

So whether we go after high-performing
institutions as the fundamental unit of analysis, or some of
these other areas, you’re probably going to do both. I
would just keep those in mind, so we’re not just kind of
searching for what works but have some framework about the

things that we really want information on.

MS. HANSEN: Mine are brief because I just want to
reiterate the idea of other systems that you’ll be looking
at, and it sounds like there will be some other suggestions
of ways to look at it because the ability to diffuse will
always be, of course, with the high-performing large
systems, but there are other best practices with the
outputs. I think, Arnie, you wrote a bit in Health Affairs
on some of these smaller practices, but whether or not, how
we still do the diffusion of them in the meantime.

On the second aspect —-- it actually relates to
Peter'’s last point -- I tracked to one particular set of

variables that are more gqualitative, and that is relative
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not only to the physician leadership. But it’s kind of

unusual, the arrangement and the characteristics and

conditions that make it possible for, say, the hospital

administration and the physicians, and possibly I think in

some systems I notice that even the chief nurses that have

figured out a way to work together.

So it’s again gqualitative, more attributes, but

what are the preconditions, and it has to do with one of the

points in the last presentation. If we’re going to have

leadership in driving change for the future, it comes in a

partnership, and Nancy would probably be the one to speak

about that with physician management, leadership. But

there’s something here that I don’t know oftentimes gets

identified as how crucial leadership is in order to do that.

As I say, it’s more of a qualitative component, but I think

it’s one of those intangibles right now.

MR. BERTKO: A couple more additions to your

thinking about this, like Herb, I think looking at a few

rural places, but I also suggest some micropolitan areas.

That is those smaller cities with a single hospital in town

and those independent medical practices.

I forgot whether, David or Jeff, you mentioned
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this, but looking at it on a multi-year horizon to see which

ones have been successful for, say, all of three years. We

might also learn something from those that looked three

years ago and then failed, fell off the wagon, somewhere

down the line.

Then, lastly, with everything that’s going on in

this and reform, looking at keeping some eye on the all-

payer part, that is probably focusing on the Medicare end of

it only because the data is easier to get to, and then on

selected cases, going to Medstat or some other source of

even hospital profit reports to see what’s the change there.

However you can, but to look at broader answers rather than

just Medicare only.

DR. CROSSON: Just in terms of how you end up

categorizing the systems, I think you know this, but

obviously how the system is paid —-— whether it’s primarily

or completely prepaid, or primarily or completely paid by

fee for service -- is important to know.

In addition to that, then I think when we’re

looking at efficiency we’re going to be potentially looking

at both efficiency within a unit of service and also

efficiency on the basis of population costs. I think those,
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for obvious reasons, may also distinguish.

I can almost see a two-by-two table of sort of
where does the organization that’s prepaid go after unit
costs, where does it go after population-based costs.

Then for the organization that'’s fee for service,
does it go after unit-based costs in the same way? Maybe.
And, does it have any plans necessarily or practices that
would influence population-based efficiency?

MR. GLASS: An interesting subset is those that
own, that have their own MA plan or health plan associated
with them, and maybe we can gather a little more data from
that perspective.

DR. CROSSON: Right. So those would be some of
the ones who all are paid in part, prospectively. One of
the questions there is how much prospective payment do you
have to have before you start thinking seriously about
population-based costs?

DR. BERENSON: The only additional thing I’d want
to add is sort of this issue that comes up a lot is around
culture and leadership in high-performing systems, and it’s
hard to tease all of that out. So I guess what I’d be

interested in is going to some places that have not been
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around for 50 years and to sort of get some sense of how do

you start one these —-- so, maybe a couple of organizations

that have developed, what they’ve developed over a five-year

period or something, and isn’t Geisinger or Kaiser or Group

Health of Puget Sound.

MR. HACKBARTH: [0ff microphone] [inaudible] make

sure where we are relative to the overall time. Am I

missing anybody else?

DR. KANE: Well, I feel kind of like I'm sitting

on a doctoral research committee right now, kind of getting

ready to caution the student about biting off way too much

to chew here. I think just listening to all the variables,

all the outcome measures, all the possible selection

criteria, I'm going, whoa, good luck. I hope you have a

real big budget and a long time frame, but I think this is

awfully ambitious and our expectations are perhaps a little

too high.

I have actually got a grant to look at -- I don't

mind the competition. I welcome it. But I’ve been working

on a project around high-performance safety net hospitals

for the Commonwealth Fund. One of the things, for instance,

we’ve found in looking at all the different ways you might
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identify them is that they don’t correlate that well. So
somebody who has got high financial performance doesn’t have
high quality performance.

So it gets to be really not that easy to pull out,
even what you mean. It took us a year, and we’re still
fixing this. It took us a year to just figure out what we
think is a high-performing system and on what metric are we
going to weight that definition.

So it’s not that straightforward even to come with
what do you mean by high-performing, not to mention all
these different confounders you want people to account for.
I mean I would throw in socioeconomic factors as well as a
capitation revenue or percent, whether they’re integrated or
not, and owned or trying to deal with herding cats. So
there’s a lot of variables in there that I think make it
pretty challenging.

A way to deal with that might be to look more
specifically at some of the things that are related to the
payment reforms that are probably going to happen. The big
one I see that would be a really fascinating one to sort of
start to tease out what are the differences that really

matter to us is around the readmission piece because it does
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say —- you know.

Look at the high and the low end of readmission

and say, well, who is doing a good job of this, adjusting

for case mix and even socioeconomic characteristics, I

think, because I think that plays a role. Who is doing a

really good job and maybe even in a place you wouldn't

expect it, and then who'’s doing not such a great job in a

place you would expect it, because a lot of that has to do

with how well can they manage across the different delivery

silos.

These are the things that Medicare is going to be

really pushing, and we are going to be needing to give

organizations guidance or advice or models of how do you

manage that readmission rate.

I’ve had doctors come up to me in my classes and

say: That'’s ridiculous, that I should care about a patient

post—-discharge. I’m done.

So, just that little thing, that little how you

manage readmission rates and who has got low ones and high

ones and adjust for the confoundings and then say, now who's

really managing this in an effective way and why ——- I think

that would be really valuable l-year exercise as opposed to
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this 60-tome research project that we’ve all just produced

for you.

Anyway, I love the idea. Having been doing it for

a while, I can just say you really want to start a little

bit more focused than trying to take on everything in as

broad a definition as a high-performing health system, which

could mean anything.

DR. MILSTEIN: I almost never disagree with Nancy,

but on this occasion. I think we benefit, and always do,

from a diversity of pristineness of the evidence base on

which we and policymakers make decisions. So I endorse

Nancy’s perspective of a scientifically pristine

identification of high performers, but I think there’s a lot

of usefulness and wisdom in making the best of what we have.

If we were happier with our status quo, then I

would say let’s wait for pristine evidence. But I think we

have a lot of evidence our status quo is not very good and

is not moving in the right direction. So, for that reason,

I would advocate that I wouldn’t pull back on the level of

ambition that was outlined at the beginning.

I think, fortunately, we have Nancy and other

methodologists around the table to help us understand just
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how imperfect our evidence is. I think we ought to reach
for the best available evidence on which delivery systems
seem to be achieving a lot better clinical outcomes and
burning a lot less, per person, per year, health insurance
fuel across all payers.

I think it’s going to be very difficult to do, but
I think it'’s doable. With the databases we can access, I
think we can come up with policy-useful conclusions.

DR. CHERNEW: So I think this is a perfect time in
some ways, given the Nancy/Arnie discussion. You might
figure out where I'm going to come down. The first thing
I’11l say is I have to tell you, honestly, I’'m probably on
the skeptical side of the ability to believe that you’ll
come back and tell me something that later I would want to
put into some recommendation.

I’"11l make a few quick comments. The first one is
you need to look at low-performing systems because I have
not yet found a system that doesn’t have some great things
that they’re doing, that I could go in and figure out, oh,
they have a new system or this person is doing that. Right?
So I think you really have to do a survey of low-performing

ones because it’s important to have a comparison group.
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I think you have to supplement everything you do

with data. Then after you find that they don’t correspond,

are you going to say that there’s something wrong with the

interview process or there’s something wrong with the data

you had or something wrong with the measures? That’s going

to be very hard to tell.

The one recommendation that might be more

constructive that I would make is I think for MedPAC a

statement that more funding for AHRQ and more money to go to

these types of endeavors to be done in sort of broad,

rigorous ways, I think is a useful activity. But I’m not

yet convinced that going to places identified as high-

performing and letting them tell you all the wonderful

things they are doing tells us anything about how

generalizable that would be or how we should change policy.

DR. CASTELLANOS: Jeff, I appreciate your

comments, and you and I have talked about this in the past.

I guess carrying on what Bob said is what can we learn from

this, and what I’m interested in is how can we diffuse this

information out. Not just learn about it, but how can we

diffuse 1it?

I can tell you most communities are not
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integrated, most hospitals are not integrated, and most
physician practices, offices are certainly not integrated.

DR. BORMAN: Recognizing all the challenges, I
still think that at least a run at this would be helpful
just because I think we previously have seen best attempts
to categorize efficiency, and you set some high and low
criteria for us before, about hospitals. So we’ve made a
good run on at least that database. Let’s make a run on the
qualitative side.

Let’s not turn it into the science project of the
century, but I think it would be informative to make a run
at the qualitative side. So I do think that there is some
value to this.

I think that one of the guestions that you posed,
that perhaps some selection would help you answer is: Is it
a hospital factor or a systemwide factor? I have a couple
of examples 1’11 be happy to share with you that I think
might help you get to that.

I agree about the rural piece. I have at least
one I can think of that I’11 share with you, about getting
to that.

I think this could be an opportunity, to the
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extent that places you identify sponsor graduate medical

education, let’s see if we can tease out while we’re there,

a twofer. Do they have anything that they can comment, give

us feedback about, how the things that they’ve done to

become high performance or whatever have in fact impacted

their —— and I’11 give you an anecdotal example that I'm

aware of, just to think about.

Then I think another question would be could you

look at, would you want to look at for your list —-- you know

we'’ve had the list of people who participated in some of the

PGP projects. Is that a list to start from?

Also, your objective analysis previously of

hospitals, you had some real outliers at the high and low

ends. I would agree with Mike, a little low end

investigation could be helpful. Getting a couple of these

lists together and pick the ones that keep popping up might

be the biggest bang for the buck.

The other thing would be whether any of these,

whether the sites, if there’s any site within the areas that

are doing the physician research utilization reports could

qualify for your work because that might help give you an

example, particularly for the less integrated groups, of



10

11

12

13

14

15

16

17

18

19

20

21

22

119

that physician medical staff or some of those practitioners,

how that relates. That could be informative. Perhaps one

tiny way to start coming at the less integrated issue would

be maybe some thoughts about where to go with it.

DR. DEAN: I think probably my thoughts have

already been stated. I just wanted to follow up, especially

on what Jennie and Bob said. I think as we look at this,
first of all —— and I think it’s an important direction to
go —-—- we need to try and tease out the success of these

facilities or organizations, how much of it is a result of

either structural or policy issues as opposed to unique

local issues.

My suspicion is an awful lot of it is due to local

issues and especially local leadership, but I think we need

to try to distinguish if there are things that policy

changes might affect, unless we can figure out a policy

approach that will generate leaders.

MR. HACKBARTH: I'm not a researcher, so all my

comments should be taken with a grain of salt. But, as an

utter layman on this sort of thing, it does seem to me that

maybe the greatest opportunity to learn is from the

organizations, as Bob says, that are recently changing. The
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ones that have 10 and 20 and 50-year histories, they’re

important, but in a lot of ways they’re also unique.

So it seems to me from our perspective, a policy

perspective, the really interesting cases are the ones who

have initiated change recently in a move from low

performance or mediocre performance into a higher

performance category and what allowed them to do that and,

in particular, since this is the Medicare Payment Advisory

Commission, to what extent is how they’re paid an important

influence in their ability to accomplish rapid improvement.

I can imagine there are all sorts of different

cells in this research, but, boy, that’s the one that seems

like it would be really interesting to me.

DR. CHERNEW: You still need to know why the ones

that had the same payment system didn’t make that evolution.

It’s the differential, because you’ll always be able to go

in and craft some great ex post story, and then you’ll

think, oh, if everyone could just have done this.

Often, you end up, it’s just [inaudible]. That'’s

why they’re so good. But she’ll tell you a whole bunch of

things that aren’t that. So you need some comparison.

MR. HACKBARTH: We are at the limit of our time on
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this. I hope we helped a little bit.

MR. HACKBARTH: Now we will have our public

comment period before we break for lunch, and Karen well

knows our ground rules, but I will repeat them anyhow. No

more than two minutes and please, Karen, begin by

identifying yourself and your organization. When the light

comes back on, two minutes is up.

MS. FISHER: Terrific. I'm Karen Fisher at the

AAMC, and if I have more to say, maybe I will use that new

nifty comment site on the MedPAC website.

First of all, thank you, as always, talking on an

issue that we view as important at the AAMC. We are very

interested in looking at delivery reform and payment reform,

and it was alluded to, the issue of health care innovation

zones, which has been developed by the AAMC to help test out

some of these ideas, and I think with an emphasis on test

because no one is exactly sure what we mean.

I also thought slide 13 was interesting. I wish,

though, that it went beyond Medicare because it was

mentioned —-—- but I think it is worth emphasizing —-- that for

the Medicare direct GME payment, it is only paying

Medicare's share of a total cost wvalue. So hospitals, the
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teaching hospitals who enter this area, have to find other

resources to fill up the rest of the costs. And I wish that

you had a chart to talk about that.

That is also true on the IME side. The Medicare

IME payment is an add-on to Medicare cases. And to the

extent that teaching hospitals have higher costs for other

payers —— Medicaid, uninsured, and private payers —-- they
have to find additional resources for those costs. And
while they may be out there, it is a risky proposition. It

is not a guarantee, and it is in part the reason why

teaching hospitals tend to have lower operating and total

margins than other community hospitals.

With that being said, we would urge the Commission

to reconsider the consensus or the possible consensus of not

looking at all payer funding because we think that is

important.

And, finally, we would urge you to reconsider

looking at the issue of Medicare caps. They have been in

place. It has been an artificial freeze since 1997, without

any thought given since then except to redistributing those

caps, but really to look at the issue of physician shortages

and the roles those caps play in inhibiting the progress in
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physicians beyond we know that some people have

the cap for a multitude of reasons.

Thank you.

MR. HACKBARTH: Okay, we will break for lunch and

at 1:30.

[Whereupon, at 12:24 p.m., the meeting was

to reconvene at 1:30 p.m. this same day.]
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AFTERNOON SESSION [1:36 p.m.]

MR. HACKBARTH: Okay, it's time to begin our

afternoon session. The first session is on the MIPPA

mandated report on comparing quality in Medicare Advantage

and fee-for-service. As I mentioned at the outset, we will

be discussing draft recommendations today, and exactly when

we have the final votes —-- the normal course of events, if

things go well today, we would probably do it next month,

Mark? Okay. So who is leading the way? John?

MR. RICHARDSON: Good afternoon. Carlos and I are

here again to discuss the Congressionally mandated report on

how to improve comparisons of the quality of care among

Medicare Advantage plans and between MA and fee-for-service

Medicare.

Section 168 of the Medicare Improvements for

Patients and Providers Act of 2008 requires the Commission

to study and submit a report to the Congress on how

performance and patient experience measures can be collected

and reported by 2011 to allow comparisons of the quality of

care between Medicare Advantage and fee-for-service Medicare

and among MA plans. The statute directs the Commission to

address technical issues such as the implications of new
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data requirements and benchmarking of performance measures.
The report is to include any recommendations for legislative
or administrative changes that the Commission finds
appropriate.

The meeting materials we prepared for this session
and our presentation this afternoon are the synthesis of our
study that's included input from you at two previous
Commission meetings, discussions with a diverse group of
stakeholders, and an extensive literature review. Today, we
will present a series of policy options in the form of draft
recommendations for your consideration.

However, before we get to the draft
recommendations, we think it is important to step back and
highlight two key considerations that have framed our work
on this study and the development of the draft
recommendations.

First, as summarized on this slide, we were
cognizant of at least three different purposes and audiences
served by information about quality of care. Each group
shown here, Medicare beneficiaries, CMS program managers, as
well as agency and Congressional policy makers, and

providers and plans, use this quality information for
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different ends, and therefore they have divergent needs for

the types of information about quality and the formats in

which they can absorb and use the information.

For example, beneficiaries who want to compare the

quality of MA plans that they are thinking about joining

need information about how the plans performed in their

local area, not at a Statewide or national level, and they

may be most interested in the overall outcomes of care and

beneficiaries' experiences of care in the various plans they

have to choose from. CMS and providers will have their own

priorities for quality comparisons. Ideally, the quality

measurement and comparison approaches that Medicare uses

should be flexible enough to accommodate these various

audiences' different information needs.

We also have been guided by the Commission's past

recommendations on aspects of comparing quality between MA

and fee-for-service Medicare and within MA. In March 2005,

the Commission recommended that CMS should collect certain

laboratory test values in fee-for-service and thereby obtain

information such as cholesterol and blood glucose levels

that are used for so-called intermediate outcome measures.

In June 2005, the Commission recommended that the Secretary
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should calculate quality measures in fee-for-service that

could be compared to results from MA.

Within MA, the Commission has recommended that

payments to MA plans should vary based on plans' relative

performance on quality measures. In March 2004, the

Commission recommended setting up a pay-for—-performance pool

financed by a small portion of plan payments that would be

redistributed to high-performing plans and to plans that

showed improvement over previous years' results.

Then in June 2005, while recommending that MA

benchmarks be set at 100 percent of fee-for-service, the

Commission also recommended that funds that would otherwise

have been retained by the Treasury when plan bids were below

these benchmarks should be given back to plans in the form

of quality bonuses.

And lastly, while not a formal recommendation, the

Commission in its June 2009 report to the Congress suggested

that higher quality plans should have higher payments than

other plans during the transition to plan payment benchmark

levels that are based on local fee-for-service payment

levels. The Commission also discussed paying MA plans more

than fee-for-service when they had demonstrably higher
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quality than fee-for-service.

Now, we will turn to the draft recommendations.

At the start of our journey, we thought it would be helpful

to give you a roadmap to the territory we will cover. The

table on this slide is organized around four cross-cutting

issues and three types of quality measures that are

addressed by the draft recommendations.

First up is the issue of the appropriate

geographic unit for reporting and benchmarking quality

measures. Here, the draft recommendation is that the

geographic unit should be the same in both MA and fee-for-

service. In most cases, this would mean that quality

comparisons between MA and fee-for-service and among MA

plans would be done at the local health care market level.

Going to the next row on the table, we will

discuss whether the data collection and reporting that

underlies certain quality measures should be made consistent

across all types of MA plans, that is, HMOs, PPOs, and

private fee-for-service plans, which currently is not the

case.

Next, we will consider how the Health Care

Effectiveness Data and Information Set, or HEDIS measures,
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could be used to compare quality between MA and fee-for-
service Medicare. Several existing HEDIS measures that rely
on administrative data only may feasibly be used to compare
some aspects of quality in both sectors of the program.
Because some other HEDIS measures require laboratory
information, we will look at enhancing fee-for-service
claims data to include laboratory test results. We also
discuss how new HEDIS measures would need to be developed to
cover more segments of the Medicare population, such as
beneficiaries over age 75 and under age 65, and
underrepresented clinical conditions, such as mental
illness.

Then moving to the fourth row, we will look at two
surveys, the Consumer Assessment of Health Care Providers
and Systems, or CAHPS, and the Health Outcomes Survey, or
HOS, that Medicare currently uses to get the beneficiary
perspective on quality. We will discuss how the sample size
of these surveys could be expanded to allow comparisons
below the State level and how a fee-for-service version of
the HOS would allow comparisons of beneficiaries' health
status changes in both MA and fee-for-service.

Next, we will discuss how Medicare could use a
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starter set of outcome measures to assess and compare the
quality of ambulatory and inpatient care in a local fee-for-
service area or MA plan. These are all outcome measures
that may be calculated using administrative data, such as
fee-for-service claims or health plan encounter data. 1In
2011, MA plans will begin submitting encounter data to CMS,
and if it is complete and contains the necessary data
elements, these data could be the basis for computing the
outcome measures on a comparable footing between MA and fee-
for-service and among MA plans, including as much risk
adjustment as is possible with administrative data.

At the second-to-the-last stop, we will consider
the option of leveraging a timely opportunity that has
presented itself this year in the form of CMS's efforts that
are underway right now to define the criteria for the
meaningful use of electronic health records, or EHRs. The
meaningful use criteria are a central element in forthcoming
Medicare payment incentives for EHR adoption, and defining
them now to support collection of the data needed for more
robust quality measures and improved risk adjustment could
be invaluable to future gquality comparisons.

And last but not least, we will consider the
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potential budget implications for CMS of all the draft

recommendations and whether the Congress should dedicate

funding for the implementation of these activities to ensure

that any quality comparisons between MA and fee-for-service

Medicare and among MA plans are executed with sufficient

resources to be as accurate as possible.

There also is a chronological aspect to the

Congressional mandate that drives us to lay out the road map

as we have. The MIPPA language calls for reporting on

improved quality measures to occur by 2011. We therefore

will discuss draft recommendations for changes that can be

implemented by 2011, while other ways we might improve

quality measurement are not feasible until after that date.

For the near term, by 2011, our draft

recommendations include modifying and adapting the current

MA quality measurement systems to improve quality

comparisons within MA and to start comparing at least some

aspects of gquality between MA and fee-for-service, such as

certain process and patient experience measures.

Other draft recommendations we will present, such

as developing new quality measures to address gaps in the

current systems and tapping into new data sources, such as
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lab values, health plan encounter data, and electronic
health records, would be longer-term prospects that are
feasible beyond 2011.

Carlos now will start walking you through the
draft recommendations.

MR. ZARABOZO: Our first draft recommendation will
deal with the question of the geographic unit for the
reporting of quality measures in MA and fee-for-service. As
we have discussed in past public meetings, many MA plans
report a single set of quality measures for a very wide
geographic area, such as plans in California that cover much
of the State, even though different parts of California have
very different health care markets and the provider
characteristics in each geographic area can be very
different in both fee-for-service and MA.

Particularly for the purpose of informing
beneficiaries about the relative performance of MA plans and
the performance of MA plans as compared to fee-for-service,
quality comparisons should pertain to a specific geographic
area in which beneficiaries are making choices among
different options. This will enable beneficiaries to know

which plans are better than others and how fee-for-service
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compares to available MA plans.

For CMS in its role as the entity monitoring the

performance of plans and seeking improvements in plan

quality, it is also important to evaluate the care that each

plan provides in the different geographic areas in which a

Medicare Advantage organization operates.

This leads to our first draft recommendation,

which calls for the Secretary to collect and report data at

a smaller geographic level than the current MA contract

level. The geographic areas would be health care market

areas or the reconfigured payment areas the Commission

recommended for MA in the June 2009 report to the Congress.

The same newly reconfigured geographic areas should be used

for calculating and reporting fee-for-service results.

The draft recommendation reads, the Secretary

should collect, calculate, and report performance

measurement results in MA at the level of the appropriate

geographic unit and calculate fee-for-service performance

results for purposes of comparing MA and fee-for-service

using the same geographic area definitions.

As we go along discussing the changes that are

necessary for comparative reporting, you will see that a
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number of issues are subsumed within this recommendation.

For example, if today a particular MA plan's quality

information is based on a survey of beneficiaries that gives

you statistically valid results at the Statewide level, when

you go to smaller market areas, you would have to increase

the sample size to yield wvalid results in the smaller area.

As we have mentioned in the past, there is also a

small numbers issue and that going to smaller geographic

areas, you're dealing with fewer enrollees and sometimes too

few to yield valid results. The Secretary would have to

develop alternative ways of evaluating and reporting on

quality in such cases, for example, by using a three-year

rolling average.

The implications of this recommendation are that

CMS would require significant additional resources to

collect the necessary information and report it for each of

the smaller geographic areas. The kind of systemwide

reporting contemplated in the draft recommendation is not

currently done in the fee-for-service sector.

For beneficiaries, the change would allow better

comparability of quality measures. However, the response

burden for beneficiaries in responding to surveys does
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increase.

Many plans would face additional burdens and costs
because of the increased number of reporting units.

As John mentioned, we are proposing to build on
current systems as the basis for improved comparative
reporting in the near term. The MA program has three
systems that provide information about the plans'
performance on quality measures. Two of those systems,
CAHPS and the Health Outcomes Survey, obtain their
information through patient surveys. The CAHPS-MA survey
collects information about enrollees' perceptions of care
rendered by plan providers, their ease of access to care,
and the rating of their care and of their health plan.
CAHPS is also the vehicle used for collecting information
about vaccine rates among MA enrollees and information on
smoking cessation counseling.

For the Health Outcomes Survey, enrollees are
surveyed initially to obtain baseline information about
their health status and then resurveyed two years later to
evaluate their changes in physical and mental health. Some
of the HOS questions also pertain to care that beneficiaries

received through their health plans, for example, whether
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beneficiaries that have suffered a fall receive fall risk

management.

Those particular HOS questions on the care that

enrollees received through their plans and the CAHPS

questions on vaccines and smoking cessation advice are

incorporated into the other performance measurement system

for MA, which is the Health Care Effectiveness Data and

Information Set, or HEDIS. HEDIS is primarily a set of

process measures that health plans report, along with some

so—called intermediate outcome measures. Examples include

process measures such as screening rates for breast cancer,

colorectal cancer, and glaucoma, and the intermediate

outcome measures, such as the measures showing the extent to

which diabetics are controlling their blood pressure,

glucose levels, and cholesterol.

Now, I would like to talk about how the current MA

systems can be used to compare MA to fee-for-service,

starting with the patient survey instruments. In the case

of CAHPS, there is an equivalent of the MA-CAHPS survey that

is collected in fee-for-service. CMS already uses the CAHPS

fee-for-service survey for comparing MA with fee-for-service

on vaccination rates, for example.
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Consistent with the first draft recommendation

regarding the appropriate geographic unit, the only change

necessary to CAHPS would be to expand the survey to ensure

that each geographic area has a sufficient sample size to

ensure valid results.

In the case of the Health Outcomes Survey, there

is no equivalent survey in fee-for-service. Although such a

survey could be instituted in fee-for-service, results of

two years' surveying and resurveying of beneficiaries would

not be possible by 2011.

Because fee-for-service lacks the equivalent of

the Health Outcomes Survey, draft recommendation two directs

the Secretary to collect and report on survey-based patient

experiences and outcomes in fee-for-service in the same

manner as 1is done in MA.

The draft recommendation reads, the Secretary

should, for fee-for-service collect and report the same

survey-based data that are collected in MA through the

Health Outcomes Survey and ensure that meaningful

distinctions among plans and across sectors are discernible

in reporting results of the survey.

The second part of this recommendation addresses a
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concern with regard to the Health Outcomes Survey, which is

that the current reporting practices do not show

distinctions among plans that could be meaningful to

beneficiaries in choosing among plans. The vast majority of

plans are reported as having outcomes that are within the

expected range for their MA enrollees.

As for the implications of this draft

recommendation, introducing the equivalent of the HOS in

fee-for-service would require CMS to invest a substantial

level of resources in the effort, but it would improve the

kind of comparative information that beneficiaries would

find useful. However, the response burden for beneficiaries

in responding to surveys does increase. Plans would face

additional costs due to the geographic unit recommendation

that would require an increase in the number of enrollees

surveyed.

Turning now to the clinical quality measures

collected through HEDIS, what is possible in 2011 is to have

CMS compute HEDIS administrative measures in fee-for-

service. These are the HEDIS measures that are based solely

on plans' administrative data, such as claims and encounter

data. This includes measures such as the rate of breast
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cancer screening, glaucoma screening, and monitoring of

medications.

As we discussed in your mailing material, when MA

plans report on HEDIS administrative measures, the sources

of information from which they compute their performance

include more sources than existing fee-for-service Medicare.

In fee-for-service Medicare currently, the source for HEDIS

administrative measures would be fee-for-service claims and

pharmacy data. In health plans, lab values and electronic

health records can be the source of information for

computing HEDIS performance results. So even the

administrative data cannot be perfectly matched between fee-

for-service and Medicare Advantage.

Some of the HEDIS measures rely on more than just

administrative data. Many measures, including the

intermediate outcome measures, can be based on medical

record information. For some health plans, the information

is contained in electronic health records, but often the

information is obtained by using a sample of medical records

to determine the plan's rate for a given HEDIS measure.

However, only HMOs can use medical records as a basis for

reporting. PPOs cannot, for example. We will return to



10

11

12

13

14

15

16

17

18

19

20

21

22

140

this issue of a non-level playing field among MA plan types

later in presenting one of the draft recommendations.

On the fee-for-service side, with respect to

measures that rely on medical record review, CMS does not

have access to medical records for fee-for-service, though

there have been projects and studies that have evaluated

quality in fee-for-service by reviewing samples of medical

records to determine the performance of fee-for-service

providers on HEDIS-like measures.

Given the time frame specified in the mandate and

what is feasible with regard to HEDIS, our draft

recommendation is that the Secretary should calculate HEDIS

administrative-only measures for fee-for-service. This is

possible by 2011. What is also possible by 2011 is to

obtain lab wvalues that would allow the computation of

additional HEDIS measures 1in fee-for-service if the

Secretary required the submission of lab value information

in fee-for-service.

The draft recommendation reads, the Secretary

should calculate fee-for-service results for HEDIS

administrative measures by 2011 and begin collecting lab

values in fee-for-service by 2011 and use the information to
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calculate intermediate outcome measures for fee-for-service
as soon as practicable.

Note that these draft recommendations are similar
to the Commission's two past recommendations on data
collection reporting, but they differ in that we are stating
a specific date by which the Secretary should make the
recommended changes.

As for implications of this recommendation, CMS
would require a substantial level of resources to report
HEDIS measures on a market-by-market basis in fee-for-
service, but it would improve beneficiaries' ability to make
comparisons. Entities that would be newly required to
report lab results would face additional costs and burden.

In the HEDIS discussion, I mentioned that only
HMOs are allowed to use medical record review as a basis for
reporting certain HEDIS measures. In this draft
recommendation, we suggest that all health plan types, HMOs,
PPOs, and private fee-for-service plans, should be on the
same footing and that all types of plans should report on
measures that are based on extraction of information from
medical records. In order for the Secretary to fully

implement the recommendations, the statute would need to be
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changed to eliminate an exception to medical record-based

reporting for some plan types.

Therefore, draft recommendation four, which

pertains only to the MA-to-MA comparison, states, the

Secretary should have all health plan types, HMOs, PPOs, and

private fee-for-service plans, report measures based on

medical record review, and the Congress should remove the

statutory exceptions for PPOs and private fee-for-service

plans with respect to such reporting.

The implications of this recommendation are the

CMS will require a modest level of additional resources to

collect the necessary information and report it for each of

the smaller geographic areas. For beneficiaries, this will

allow better comparability of quality measures, but many

plans would face additional burdens and costs because of the

need for labor-intensive medical chart review among plans

that do not have advanced electronic health records.

John will now discuss ways in which to improve

quality reporting for each sector, MA and fee-for-service,

from a near—-term and longer—-term perspective.

MR. RICHARDSON: An issue of concern we have

discussed in prior meetings is whether the current HEDIS
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measures are sufficiently comprehensive to adequately

measure quality of care for Medicare beneficiaries. Among

the HEDIS measures currently in use for MA plans, few non-

drug-related measures apply to the oldest Medicare

beneficiaries.

For example, of the six intermediate outcome

measures, only one applies to beneficiaries between 75 and

85 years of age, and none applies to people over 85. All

nine of the HEDIS diabetes care quality measures are

reported only through age 75. While there may be sound

technical reasons for imposing age limits in the diabetes

quality measures specifications, for example, the fact

remains that the specifications exclude a significant

portion of beneficiaries with diabetes from the quality

measurement.

Also, measures for the care of certain conditions,

such as mental health care, exist in HEDIS, but are reported

for such small numbers of beneficiaries that they

essentially cannot be reported in their current form. There

also are gaps in measures for certain types of providers,

such as those serving rural areas. There also are few HEDIS

measures that could show the effects of health plans' value-
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added activities, such as outcome measures, like admission

rates for ambulatory care sensitive conditions, and the

rates of potentially preventable emergency department

visits. That could show whether a plan's providers deliver

care coordination services, such as care transition

management and medication reconciliation post-hospital

discharge.

Last, some of the quality measures currently used

in fee-for-service, such as outcome measures, like

readmissions and mortality rates that are used in Hospital

Compare and perhaps certain process measures from the

Physician Quality Reporting Initiative, could be used to

expand the breadth of quality measurement in MA and in

quality comparisons between MA and fee-for-service.

We have also discussed another large gap in

Medicare's current quality measures by looking at four types

of patient outcome measures, which are shown at the top of

this slide. All of these measures can be calculated using

available claims data in fee-for-service Medicare. They

also could be computed for MA plans using the encounter data

that CMS will require MA plans to report in 2011 if the

specifications for those data submissions include the
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elements needed to compute the measures. Outcome measures

could be very useful indicators of the value—-added functions

of MA plans, such as helping plan members manage their

chronic conditions.

Risk adjustment is also a very important factor in

evaluating how to use outcome measures like these because

the results can be affected by factors outside the control

of providers and plans, such as patient behaviors, socio-

economic conditions, and overall case mix and disease

prevalence in the area or the plan being measured.

I will return to this point later, but for now,

simply take note of the fact that EHRs could be an

invaluable source of the data in the future that could be

used to refine risk adjustment for outcome measures in both

MA and fee-for-service Medicare. In the meantime, we have

concluded that the four types of measures shown here would

be an informative set of outcome measures that can be

calculated and risk adjusted to a certain extent using fee-

for-service claims data and MA encounter plan data.

This discussion of gaps in the current quality

measurement system leads us to our fifth draft

recommendation, which reads, the Secretary should develop
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and report on additional gquality measures for MA plan and

MA-to-fee-for-service comparisons that address gaps in the

current quality measures. In developing these additional

measures, we would anticipate that the Secretary would

assess the feasibility of using or adapting existing

measures, including those used in fee-for-service Medicare,

measures used in Medicaid managed care and fee-for-service

programs for adults with disabilities, and measures

developed by health services research organizations, such as

the Assessing Care of Vulnerable Elderly, or ACOVE, measures

developed by researchers at RAND.

Implications of draft recommendation five are that

there would be increased CMS costs to develop and implement

these two measures, but beneficiaries would have more

pertinent quality information available to them based on

specified characteristics, such as disease or race or

ethnicity, and that there would be increased provider costs

for collecting and reporting data needed for these new

measures.

As I noted a couple of minutes ago, there are four

different types of patient outcome measures that could be

calculated using claims or encounter data. D