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U.S. Health Care ChallengesU.S. Health Care Challenges

�� $2.1 trillion dollars   14.6% of GDP (2002)$2.1 trillion dollars   14.6% of GDP (2002)
�� Highest per capita spending in the worldHighest per capita spending in the world
�� 47 million uninsured47 million uninsured
�� Baby boom generation is agingBaby boom generation is aging



Mortality Amenable to Health CareMortality Amenable to Health Care
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* Countries’ age-standardized death rates, ages 0–74; includes ischemic heart disease.
See Technical Appendix for list of conditions considered amenable to health care in the analysis.
Data: International estimates—World Health Organization, WHO mortality database (Nolte and McKee 2003);
State estimates—K. Hempstead, Rutgers University using Nolte and McKee methodology.

Mortality from causes considered amenable to health care is deaths before age 75 
that are potentially preventable with timely and appropriate medical care

Source: Commonwealth Fund National Scorecard on U.S. Health System Performance, 2006
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Healthy Life Expectancy at Age 60, 2002Healthy Life Expectancy at Age 60, 2002
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Data: The World Health Report 2003 (WHO 2003, Annex Table 4).

Developed by the World Health Organization, healthy life expectancy is based on 
life expectancy adjusted for time spent in poor health due to disease and/or injury

Source: Commonwealth Fund National Scorecard on U.S. Health System Performance, 2006
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The New Yorker, October 27, 2003



What do we need to fix?What do we need to fix?

�� Variation problemsVariation problems
�� geographic, racial, economicgeographic, racial, economic

�� Quality problemsQuality problems
�� misuse, overuse, misuse, overuse, underuseunderuse

�� Efficiency problemsEfficiency problems
�� duplication, paperwork, arms race, misplaced duplication, paperwork, arms race, misplaced 

““competitioncompetition””
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Percutaneous Coronary InterventionsPercutaneous Coronary Interventions



QualityQuality

�� Highly fragmented system/cottage industryHighly fragmented system/cottage industry
�� Lacks even rudimentary information systemsLacks even rudimentary information systems
�� Unnecessary duplicationUnnecessary duplication
�� Long wait times and delaysLong wait times and delays
�� Overuse of servicesOveruse of services
�� Services delivered where the risk of harm Services delivered where the risk of harm 

outweighs the benefitsoutweighs the benefits
�� Lacks Lacks ““valuevalue”” orientationorientation

Institute of Medicine 2001 Crossing the Quality Chasm



Role of Government Payers in the Role of Government Payers in the 
U.S.U.S.

�� Centers for Medicare and Medicaid Services Centers for Medicare and Medicaid Services 
(CMS)(CMS)

�� Provides benefits for 80 million AmericansProvides benefits for 80 million Americans
�� Medicare (disabled and elderly)Medicare (disabled and elderly)
�� Medicaid (low income Medicaid (low income eligibleseligibles))
�� State ChildrenState Children’’s Health Insurance Programs Health Insurance Program

(SCHIP)(SCHIP)
Spends over $700 billion annually for health care Spends over $700 billion annually for health care 

services in CMS programs alone.services in CMS programs alone.



Influence of CMS in FinancingInfluence of CMS in Financing

�� Establishes payment methodology for providersEstablishes payment methodology for providers
�� ““Use CMS influence and financial leverage to Use CMS influence and financial leverage to 

transform the American healthcare systemtransform the American healthcare system””
�� ““Assisting patients and providers in receiving Assisting patients and providers in receiving 

evidenceevidence--based technologically advanced care based technologically advanced care 
while reducing avoidable complications and while reducing avoidable complications and 
unnecessary costs.unnecessary costs.””



CMS View on PaymentCMS View on Payment

�� Increasing reimbursement for healthcare Increasing reimbursement for healthcare 
services leads to:services leads to:
�� no widespread improvement in qualityno widespread improvement in quality
�� increased utilization of some servicesincreased utilization of some services
�� net increase in overall expendituresnet increase in overall expenditures



CMS View on Payment ReformCMS View on Payment Reform

�� Congress and employers are looking to CMS Congress and employers are looking to CMS 
and healthcare providers to and healthcare providers to 
�� improve qualityimprove quality
�� avoid unnecessary complicationsavoid unnecessary complications
�� avoid costsavoid costs

Medicare payment reform is linked to the Medicare payment reform is linked to the 
accomplishment of these goalsaccomplishment of these goals



CMS Strategy for QualityCMS Strategy for Quality

�� Information and EvidenceInformation and Evidence
�� Publish quality measuresPublish quality measures
�� Develop evidence/Use evidenceDevelop evidence/Use evidence

�� Payment ChangesPayment Changes
�� ““pay in a way that expresses our commitment to pay in a way that expresses our commitment to 

quality, that helps providers and patients to take quality, that helps providers and patients to take 
steps to improve health and avoid unnecessary steps to improve health and avoid unnecessary 
costs.costs.””





Pay for Performance (P4P) Pay for Performance (P4P) 

�� Initiatives in the Medicare Modernization Act Initiatives in the Medicare Modernization Act 
(MMA)(MMA)
�� Hospital Quality InitiativeHospital Quality Initiative
�� Premier Hospital Quality Incentive DemoPremier Hospital Quality Incentive Demo
�� Medicare Management Performance DemoMedicare Management Performance Demo
�� Medicare Healthcare Quality Demo (646)Medicare Healthcare Quality Demo (646)
�� Chronic Care Improvement DemoChronic Care Improvement Demo
�� ESRD Disease Management DemoESRD Disease Management Demo



Deficit Reduction Act of 2005Deficit Reduction Act of 2005

�� Hospital ValueHospital Value--based purchasingbased purchasing
�� Demonstration projects in Demonstration projects in gainsharinggainsharing
�� PostPost--acute care payment reform demoacute care payment reform demo
�� Hospital quality reporting data expandedHospital quality reporting data expanded
�� NonNon--payment for hospitalpayment for hospital--acquired infections acquired infections 

(2 conditions)(2 conditions)
�� Home health agency quality reportingHome health agency quality reporting



Tax Relief/Healthcare Act of 2006Tax Relief/Healthcare Act of 2006

�� Bonus payments for physician office Bonus payments for physician office 
submission of quality measures submission of quality measures 

�� Will develop consensus based measuresWill develop consensus based measures
�� Allows for measures reported in registries Allows for measures reported in registries 

�� Sets stage for further Congressional action in Sets stage for further Congressional action in 
20082008



Evidence DevelopmentEvidence Development

�� Goal is to promote innovation while obtaining value in Goal is to promote innovation while obtaining value in 
health carehealth care

�� Prompt coverage serves to speed access to promising Prompt coverage serves to speed access to promising 
new technologynew technology

�� Promote promising, potential high value servicesPromote promising, potential high value services
�� Studies can improve evidence available to patients, Studies can improve evidence available to patients, 

clinicians, policymakersclinicians, policymakers
�� Hope to better target treatments to subpopulations with Hope to better target treatments to subpopulations with 

greatest benefitgreatest benefit



CEDCED

�� Draft guidance document      Draft guidance document      –– Spring 2005Spring 2005
�� Revised guidance document Revised guidance document –– Summer 2006Summer 2006
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Recent DecisionsRecent Decisions

�� ICDsICDs
�� PET scans for AlzheimerPET scans for Alzheimer’’s diseases disease
�� Colorectal Cancer drugsColorectal Cancer drugs
�� Cochlear implantsCochlear implants
�� PET scans for oncology indicationsPET scans for oncology indications
�� Home OxygenHome Oxygen



WhatWhat’’s Nexts Next

ProblemsProblems
�� CED is difficultCED is difficult
�� CED is limitedCED is limited
�� Evidence gaps will remainEvidence gaps will remain

Potential SolutionsPotential Solutions
�� Broader authorityBroader authority
�� Comparative Effectiveness Research Comparative Effectiveness Research 

(CER)(CER)



Implementation IssuesImplementation Issues

�� MethodsMethods:  When to use registries, practical :  When to use registries, practical 
trials, registries, outcomes studies, etctrials, registries, outcomes studies, etc

�� InfrastructureInfrastructure:  what exists, what needs to be :  what exists, what needs to be 
created, how can this be done most efficientlycreated, how can this be done most efficiently

�� Legal and ethicalLegal and ethical:  private payer contractual :  private payer contractual 
issues, HIPAA, human subjects, conflicts of issues, HIPAA, human subjects, conflicts of 
interestinterest



ConclusionsConclusions

�� The Question raised in this session was:The Question raised in this session was:
What is new since 2005?What is new since 2005?

�� The Answer:The Answer:
�� Lots of experiments, demonstrations, collaborations Lots of experiments, demonstrations, collaborations 

with private sectorwith private sector
�� Focus on evidence, data, information to Focus on evidence, data, information to 

fundamentally change the way CMS pays for servicesfundamentally change the way CMS pays for services



ConclusionsConclusions

�� Barriers to ImplementationBarriers to Implementation
�� There is never enough informationThere is never enough information
�� Costs of development of informationCosts of development of information
�� Challenges of national solutions to regional Challenges of national solutions to regional 

differencesdifferences
�� PoliticsPolitics
�� Must be done rightMust be done right



Sources of InformationSources of Information

�� MTLF Capitol Forum Report MTLF Capitol Forum Report –– April 2007April 2007
�� Includes presentations from senior Administration Includes presentations from senior Administration 

officials      officials      www.mtlf.orgwww.mtlf.org

�� CMS website has details on all CMS website has details on all demostrationsdemostrations
projects and other updates    projects and other updates    www.hhs.cms.govwww.hhs.cms.gov

�� Professor Susan Foote    Professor Susan Foote    foote003@umn.edufoote003@umn.edu


