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March 4, 2014
Meeting Minutes
Attendees: 
John Polanowicz, Secretary of Health and Human Services, chair; Margaret Ackerman, Clinical Director and Director of Education and Research, Commonwealth Care Alliance (a non-physician health care provider); Christopher Attaya, Chief Financial Officer, Visiting Nurse Association of Boston (representative of the Home Care Alliance); Aron Boros, Executive Director, Center for Health Information and Analysis; Michael Chernew, Professor, Harvard Medical School (expert in medical payment methodologies from a foundation or academic institution); Tim Gens, Executive Vice President, Massachusetts Hospital Association (representative of the Massachusetts Hospital Association); Robert Lebow, Physician, (representative of the Massachusetts Medical Society), Patricia Edraos, Director of Health Resource and Policy (representative of the Massachusetts League of Community Health Centers); Scott Plumb, Senior Vice President, Massachusetts Senior Care Association (representative of the Massachusetts Senior Care Association); Philip Shea, Chief Executive Officer, Community Counseling of Bristol County, Inc. (representative of the Massachusetts Association for Behavioral Healthcare); Kristin Thorn, Director, MassHealth; and Kate Walsh, President and Chief Executive Officer, Boston Medical Center (representative of a disproportionate share hospital).
Not Present:
Sarah Chiaramida, Vice President of Policy and Legal Affairs, Massachusetts Association of Health Plans (representative of a managed care organization contracting with MassHealth).
Minutes: 
Secretary Polanowicz called the meeting to order at 1:10 pm and the meeting began with the Commission’s approval of the minutes from its meeting on January 6, 2014.  
Next, Secretary Polanowicz introduced Mr. Aditya Mahalingam-Dhingra, Analyst at MassHealth, who informed the Commission that his presentation was intended to build upon the information he presented to the Commission during its January 2014 meeting.  Specifically, he indicated that his presentation would follow up on two topics around MassHealth payments: 1) upper payment limits; and 2) infrastructural and grant funding.  He noted that an examination of these topics will provide the Commission with additional perspective on the challenges, opportunities and responsibilities faced by MassHealth.  
Mr. Mahalingam-Dhingra informed the Commission that under their State Plans, Medicaid programs have upper payment limits (UPL) that are specific to provider type.  The UPL is the upper bound of the aggregate provider payments made by Medicaid programs.   Medicaid programs must comply with the UPL as federal matching dollars are contingent upon compliance.  Each year, beginning this year, MassHealth submits a UPL demonstration to CMS that uses historic data trended forward.  The historic data comes from CMS’ Medicare cost reports and MassHealth claims data.  Each UPL is based off of a calculated Medicare equivalent.  UPLs offer a more comprehensive measure of payment levels than a straight fee schedule in that they incorporate supplemental payments that MassHealth makes to providers.  Provider payments made by MassHealth are constrained by the UPL.  For example, the Fiscal Year 2013 UPL demonstration, which is currently pending CMS approval, shows a UPL cushion for hospital payments of only 1.6%.  
Next Mr. Mahalingam-Dhingra reminded the Commission that at its January meeting, the Commission examined a breakdown of MassHealth’s claims payments by provider type and payment methodology.  He noted that MassHealth funds some additional programs, grants and initiatives that were discussed at January’s Commission meeting.  He then contextualized those additional items by breaking down MassHealth’s spending into four broad spending categories; specifically: 1) provider and capitation payments ($12,083M); 2) provider rate supplement payments ($568M); 3) premium payments and member spending ($939M); and 4) infrastructure and delivery system transformation grants ($199M). Mr. Mahalingam-Dhingra then provided some additional details on the third category, explaining the ways in which MassHealth assists members with third-party liability or Medicare coverage by providing premium support, wraparound coverage, and paying excess cost-sharing. He also described the Small Business Employee Premium Assistance Program, which provides premium support for certain employees of small businesses that do not qualify for other types of coverage.
Dr. Chernew asked to clarify how utilization would affect calculation of the UPL.  Mr. Mahalingam-Dhingra confirmed that a decrease in utilization would not be reflected in the UPL because the change would affect both the numerator and the denominator.
The meeting was turned over to Dr. Ann Hwang, who walked the Commission through a proposed approach and framework for its work.  She reminded the Commission that at its January 2014 meeting, it provided input on a proposed approach and based on that feedback, a new draft framework was developed for discussion.  The proposed framework suggests that the Commission help the Commonwealth use payment to promote innovation and start from a patient-centered approach, including cross-sector analysis of payment policy where appropriate.  The framework includes consideration of issues around patient access and recognition that integration is an important and valuable goal.  The proposed framework suggests that the Commission consider unanswered questions about how alternative payments that promote integration can and should be operationalized.  It also recommends that the Commission consider Medicaid provider dependency when evaluating different areas of focus; review data from other states where applicable; and ensure that cross-state comparisons be carefully contextualized.
Ms. Ackerman raised the issue of non-physician providers and how they fit into the framework. Dr. Hwang asked Ms. Ackerman whether this might fit into the point about “cross-sector” analysis of payment policy and Ms. Ackerman agreed this was reasonable.
Dr. Chernew asked whether the concept of “Medicaid dependency” was intended to reflect the dependency of a sector on Medicaid payments, versus the dependency of a specific provider within the sector on Medicaid payments. Dr. Hwang indicated that in writing the proposed framework, she had thought of this point as being focused on specific sectors, and that this point reflected input from Mr. Plumb at the January meeting. Mr. Plumb explained that some sectors, such as nursing homes, have limited capacity to cross-subsidize lower payments from Medicaid with payments from other payers.  The ensuing discussion of the Commission recognized the importance of both types of Medicaid dependency.
Dr. Lebow suggested asked about issues of patient access. Dr. Hwang indicated that Dr. Lebow’s comments about patient access would fit very well within the third bullet (issues around patient access and understanding if/how payment relates to access).  Dr. Chernew said that this framework is useful in guiding the recommendations of the Commission, but asked for more information about the types of recommendations Dr. Hwang sees the Commission developing.   
Dr. Hwang suggested that the subsequent slides might provide more detail about the types of issues where it would be helpful to obtain Commission input. She walked through the remainder of the slides. She explained the proposal that the Commission focus its work on three broad areas:  integration; behavioral health; and long-term care.  
Next, Dr. Hwang proposed three “roadmaps” as a way to help focus the Commission’s work around each of the three broad areas of focus, i.e., integration, behavioral health and long-term care.  In presenting the “integration roadmap,” Dr. Hwang indicated that a first step would be to provide information about current and future integration initiatives, followed by development of recommendations in designing alternative payments that promote integration. This work would be informed by examining approaches, successes and challenges of alternative payment mechanisms used in other states and programs, such as the information that Tricia McGinnis will share with the Commission at a future meeting. She highlighted a number of policy and implementation issues where it would be helpful to obtain Commission input.
Next, Dr. Hwang described a “behavioral health roadmap,” which recommends that the Commission first look at the current payment structure for behavioral health services; then discuss innovations in behavioral health service payments; and finally examine an analysis of rate methodologies across payers.  
The third and final roadmap presented by Dr. Hwang was a “long-term care roadmap,” which suggests that the Commission review current long-term payment structures and initiatives; review historical spending trends across programs; understand tools for tracking costs; and develop recommendations for how to use payment to align with key policy goals.
Dr. Hwang ended her presentation with a tentative workplan for the Commission’s work between the months of January 2014 and August 2014.  Specifically, in January, the Commission was introduced to MassHealth payments; during today’s meeting, it prioritized areas for payment and cost analysis and will receive an overview of Medicare payment issues from Dr. Katherine Baicker.  The tentative workplan illustrates that in April, the Commission will learn about innovations in payment from Medicaid managed care organizations.  In May, it recommends the Commission hear about issues in payment integration in Medicaid from Tricia McGinnis and examine a staff analysis of cost-shifting.  In June, it suggests that the Commission view a behavioral health presentation and in July, it would view a long-term care presentation as well as discuss the Commission’s findings and recommendations.  In August 2014, additional topics would be added as needed and the Commission’s report would be finalized.
Dr. Chernew suggested that the Commission see a strawman set of recommendations earlier than July 2014.  Dr. Hwang said that was a great idea and that perhaps the Commission should develop recommendations, topic by topic, as it addresses each topic during future meetings.  
Mr. Gens commented that it is sometimes challenging to listen to a presentation and then develop recommendations, as the formulation of recommendations requires discussion.  He agrees that we shouldn’t wait until the end to develop recommendations, but on the other hand, it seems ambitious; the recommendations could be high level or down on the ground, so there may not be enough time for the necessary discussion.
Next, the meeting was turned over to Dr. Katherine Baicker, Professor of Health Economics in the Department of Health Policy and Management at the Harvard School of Public Health.  She began her presentation with a discussion of the two goals of health reform, with the first goal being to cover the uninsured.  She noted that covering the uninsured improves health outcomes, but comes at a cost.  
Dr. Baicker said that the second goal of health reform is to slow spending growth, which she said is much more difficult, because the goal is not simply to slow growth, but to slow spending growth in a manner that is compatible with high value care.  She noted that health care cost growth affects both the private sector, where employees primarily bear the costs of rising premiums, and the public sector, where health costs further slow economic growth because they can result in higher taxes, which has a dampening effect on the economy as a whole.  Both the federal government and state governments need to think about payment reform. 

Dr. Baicker added that although stemming spending growth is the focus of reform debates, it may not be the right metric.  She said that there are signs of inefficiency in the system and there is an underlying problem of costs and benefits being disconnected.  Dr. Baicker noted that payment policy needs to take into account the value of care because there is ample evidence that we could be getting higher value care.  She noted that there is wide variation in Medicare quality and Medicare spending across the United States.  Dr. Baicker showed a graph suggesting that there is a negative correlation between dollars spent and quality of care, so higher spending is not necessarily associated with higher quality.  She said that the geographic variation in Medicare spending is not the root cause; it is just a symptom.  She added that even within a small geographic area, there is a lot of variation.  Dr. Baicker explained that higher intensity within episodes is a major driver of higher spending and that there is evidence of coordination failure, especially with increasing specialization.
Dr. Baicker noted that across-the-board cuts are not likely to move resources to higher value care.  She emphasized the importance of payment reform, including tools such as bundling, shared savings and integrated delivery.  She noted that the cost of services tends to be responsive to the level of payments and therefore simply examining cost is not a great signal of the value delivered.  Dr. Baicker added that several approaches to improving value are built into the ACA, but that there remains a high degree of uncertainty about their probability of success.
Dr. Baicker then explained Medicare’s payment structure, which for many services are based on weights multiplied by a conversion factor. She noted that since costs can follow payment, the goal is to set payments to reflect the efficient provision of services, not the average cost. She noted that access problems could be a sign of inadequate payment.
Mr. Boros asked how Dr. Baicker sees the sometimes conflicting roles of MedPAC, in, on the one hand, pushing toward global forms of payment, but on the other, adjusting rates for single services. Dr. Baicker acknowledged MedPAC’s dual role in both thinking about broader payment reform, but also making recommendations about payment updates within the current siloed system. Mr. Boros asked about the barriers that are preventing movement to global payments, and whether this was statutorily driven, or because the system is large and hard to turn. Dr. Baicker acknowledged that both are factors; the system is big and hard to turn, and furthermore MedPAC doesn’t control the steering wheel as it only makes recommendations that then need to be voted on by Congress.  
Dr. Baicker summarized current efforts relating to each part of Medicare (Parts A, B, C and D). She described how with the use of a DRG-based system, there has been lower growth of hospital payments, but described how the system can be eroded, such as by coding patients so that they are in the most highly reimbursed categories or by shifting to treatments that have higher reimbursements. Dr. Baicker described Part B payments and some of the challenges and potential benefits related to ACOs.
Dr. Baicker noted that benefits from managing care may be seen in Medicare Advantage but that there has been limited success to date. She described the possibility of spillover effects, and gave the example that doctors and hospitals may change the care for all heart attack patients when a greater share of the patients have managed care, not just the Medicare Advantage patients, and this makes it more difficult to disentangle the impact of Medicare Advantage specifically. Mr. Shea asked where the “tipping point” is for the percent of patient enrolled in terms of changing provider behavior. Dr. Baicker responded that it isn’t clear where the tipping point is, but that the relationship is likely non-linear. 
Dr. Baicker explained that there has been a very large and rapid change with Medicare Part D, with a large increase in the share of Medicare beneficiaries with drug coverage.  
Finally, Dr. Baicker described some of the patient-side policy levers that could potentially be brought to bear. However, she noted that widespread use of supplemental coverage can dampen the potential impact of cost-sharing tools. 
Mr. Plumb described his frustration that MedPAC focuses in on siloes of payment. He described how Medicare payments subsidize Medicaid payments for nursing homes. He indicated his support for integrated care models such as SCO and PACE, and described how nursing homes can play an important role in these models in reducing hospitalization, for example. Dr. Baicker remarked that MedPAC cannot be undoing payment deficiencies of other payers.
Ms. Ackerman further added that Commonwealth Care Alliance operates under a model where it can admit patients directly to nursing facilities, and that global, integrated payment models provide some benefit to that model.  
Ms. Walsh noted that our current models may not be properly organized to address where health care costs are coming from. For example, quality measures often focus on screening in a healthy population, but don’t reflect care for that 10% of patients that are most of the cost.  Dr. Baicker agreed that current efforts generally don’t adequately target the patients who are driving health care costs.  She added that we need better measures of quality, including those that measure those services for the small group of high cost patients.  
Mr. Attaya reinforced the need to create the right incentives so that we spend dollars on the things that really matter and are of high value.  Secretary Polanowicz provided the example of telemedicine and described how he had set up a tele-ICU unit when he was a hospital CEO. He pushed for it because it was the right thing to do, but notes that payment models that account for the total cost of care can help create the right incentives to get organizations to do the right thing. 
Mr. Boros reflected that patient-side incentives are not as relevant to Medicaid, making provider incentives more important. He asked whether Medicare is also using primary care as the locus for control/coordination of care. Dr. Baicker described efforts in Medicare that support the role of primary care. 
Ms. Walsh noted that not all patients need a patient-centered medical home, but a subset do, and it is important to figure out who that subset is. 
Dr. Chernew emphasized that the model of payment should have the patient at its center. He noted that when money gets tight, that the money should go to providers, who should be responsible for dollars are allocated across siloes. 
Mr. Gens asked that given the realities, how ambitious should we be. He noted the number of changes occurring, including consolidation and also new initiatives such as ICD10 which have costs for providers.
Secretary Polanowicz adjourned the meeting at 2:40 pm and informed the Commission that the staff will try to get some information out to it for its review prior to the next meeting, which will be convened on April 10, 2014.
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