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April	
  29,	
  2010	
  


12:30	
  –	
  2:30	
  p.m.	
  
	
  
Subcommittee	
  Members	
  in	
  Attendance	
  
Bart	
  McMullan,	
  MD,	
  Chair,	
  Payment	
  Reform	
  Subcommittee	
  
Denise	
  Honzel,	
  Co-­‐Chair,	
  Incentives	
  and	
  Outcomes	
  Committee	
  
Chris	
  DeMars,	
  MPH	
  
David	
  Dorr,	
  MD,	
  MS	
  (phone)	
  
Stephanie	
  Dreyfuss	
  
Megan	
  Haase,	
  FNP	
  (phone)	
  
Steve	
  Jasperson	
  
David	
  Schlactus	
  (phone)	
  
David	
  Labby,	
  MD	
  
Robert	
  Marsalli	
  (phone)	
  
William	
  Murray	
  
Morgan	
  O’Toole	
  
Jim	
  Russel	
  
Sujata	
  Sanghvi	
  
Rick	
  Wopat,	
  MD	
  
	
  
Subcommittee	
  Members	
  Not	
  In	
  Attendance	
  
William	
  Olson	
  
	
  
Staff	
  in	
  Attendance	
  
Jeanene	
  Smith	
  
Lynn-­‐Marie	
  Crider	
  
Gretchen	
  Morley	
  
Rob	
  Stenger	
  (phone)	
  
	
  
	
  
Public	
  Comment	
  
Members	
  of	
  the	
  general	
  public	
  who	
  were	
  present	
  did	
  not	
  offer	
  comment.	
  
	
  
Meeting	
  Summary	
  (Committee	
  actions	
  or	
  decisions	
  in	
  bold)	
  
	
  
Dr	
  McMullan	
  convened	
  the	
  meeting	
  at	
  12:35.	
  
	
  
Group	
  Introductions	
  
	
  







Jeanene	
  Smith	
  (OHPR)	
  provided	
  a	
  brief	
  overview	
  of	
  the	
  scope	
  of	
  work	
  and	
  timeline	
  of	
  the	
  
subcommittee	
  and	
  interactions	
  with	
  the	
  Quality	
  and	
  Efficiency	
  (Q&E)	
  Subcommittee	
  and	
  the	
  
full	
  Incentives	
  and	
  Outcomes	
  Committee.	
  	
  Key	
  points	
  included:	
  


• Goal	
  of	
  closely	
  linking	
  the	
  work	
  of	
  the	
  Q&E	
  and	
  Payment	
  Reform	
  (PR)	
  subcommittees	
  
• Key	
  deliverables	
  of	
  the	
  PR	
  committee	
  will	
  include	
  principles	
  and	
  detailed	
  strategies	
  for	
  


achieving	
  payment	
  reform	
  over	
  the	
  short	
  and	
  long	
  term	
  
• Monthly	
  meetings	
  of	
  both	
  subcommittees	
  starting	
  in	
  April	
  2010	
  with	
  full	
  committee	
  


meetings	
  every	
  3	
  months	
  	
  
• Proposals	
  for	
  payment	
  reform	
  should	
  support	
  the	
  overall	
  goals	
  of	
  the	
  triple	
  aim	
  
• Short	
  and	
  long	
  term	
  payment	
  reform	
  strategies	
  developed	
  by	
  the	
  committee	
  should	
  


include	
  specific	
  attention	
  to	
  implementation…	
  not	
  just	
  abstract	
  concepts	
  and	
  proposals	
  
• The	
  Health	
  Policy	
  Board	
  has	
  asked	
  all	
  committees	
  to	
  give	
  special	
  attention	
  to:	
  


o Opportunities	
  and	
  barriers	
  created	
  by	
  federal	
  health	
  reform	
  
o Opportunities	
  to	
  address	
  health	
  disparities	
  and	
  health	
  equity	
  


	
  
Members	
  of	
  the	
  committee	
  discussed	
  a	
  number	
  of	
  questions	
  to	
  clarify	
  the	
  scope	
  of	
  work	
  of	
  the	
  
committee:	
  	
  	
  


• Should	
  the	
  PR	
  subcommittee	
  consider	
  both	
  how	
  the	
  state	
  or	
  other	
  payers	
  pay	
  health	
  
plans	
  or	
  how	
  health	
  plans	
  pay	
  providers	
  or	
  both?	
  	
  -­‐	
  Probably	
  both,	
  but	
  the	
  PR	
  
subcommittee	
  will	
  focus	
  more	
  on	
  provider	
  payment.	
  	
  Other	
  committees,	
  such	
  as	
  the	
  
public	
  purchasers	
  committee	
  will	
  focus	
  more	
  explicitly	
  on	
  contracting	
  with	
  health	
  plans.	
   	
  


• What	
  providers/services	
  are	
  within	
  the	
  scope	
  of	
  the	
  committee’s	
  work	
  (e.g.	
  primary	
  
care?	
  Hospitals?	
  DME?	
  Drugs?	
  Tests?)	
  	
  Are	
  there	
  particular	
  priorities?	
  –	
  All	
  of	
  these	
  
areas	
  are	
  within	
  the	
  scope	
  of	
  the	
  PR	
  subcommittee.	
  	
  The	
  committee	
  will	
  need	
  to	
  
determine	
  where	
  to	
  prioritize	
  and	
  focus	
  its	
  work	
  based	
  on	
  a	
  set	
  of	
  principles	
  and	
  the	
  
opportunities	
  and	
  barriers	
  in	
  the	
  external	
  environment.	
  	
  


• Should	
  the	
  committee	
  consider	
  other	
  drivers	
  of	
  health	
  care	
  costs	
  aside	
  from	
  the	
  method	
  
of	
  payment	
  (e.g.	
  patient	
  incentives/behavior	
  and	
  medical	
  liability)?	
  –	
  Other	
  cost	
  drivers	
  
are	
  clearly	
  a	
  concern	
  in	
  achieving	
  the	
  triple	
  aim.	
  	
  Other	
  committees,	
  such	
  as	
  the	
  Medical	
  
Liability	
  Task	
  Force	
  and	
  the	
  Health	
  Services	
  Commission	
  may	
  more	
  explicitly	
  address	
  the	
  
issues	
  of	
  liability	
  reform	
  and	
  benefit	
  designs	
  that	
  create	
  incentives	
  for	
  patients	
  to	
  
improve	
  their	
  health.	
  	
  The	
  PR	
  subcommittee	
  should	
  work	
  collaboratively	
  with	
  these	
  
other	
  groups	
  as	
  it	
  develops	
  its	
  recommendations.	
  


	
  
Jeanene	
  Smith	
  and	
  Rob	
  Stenger	
  (OHPR)	
  provided	
  an	
  overview	
  of	
  payment	
  reform	
  efforts	
  in	
  
Minnesota	
  and	
  Massachusetts	
  as	
  two	
  examples	
  of	
  leading	
  state	
  approaches	
  (see	
  PowerPoint	
  
slides	
  included	
  in	
  the	
  4/29	
  meeting	
  materials).	
  
	
  
Bart	
  McMullan	
  and	
  Jeanene	
  Smith	
  led	
  a	
  discussion	
  about	
  payment	
  reform	
  principles,	
  using	
  the	
  
“Payment	
  Reform	
  Themes”	
  and	
  sample	
  principles	
  in	
  Appendix	
  A	
  of	
  the	
  Payment	
  Reform	
  Report	
  
as	
  the	
  basis	
  for	
  the	
  discussion	
  (see	
  4/29	
  meeting	
  materials).	
  	
  Key	
  points	
  in	
  the	
  discussion	
  
included	
  the	
  following:	
  
	
  







• Principles	
  should	
  guide	
  how	
  to	
  construct	
  payment	
  models	
  that	
  support	
  the	
  triple	
  aim	
  
goals.	
  	
  


• Payment	
  reform	
  needs	
  to	
  create	
  accountability	
  for	
  providers	
  to	
  deliver	
  care	
  that	
  moves	
  
towards	
  the	
  triple	
  aim	
  goals.	
  


• Payment	
  mechanisms	
  need	
  to	
  be	
  flexible	
  over	
  time	
  and	
  encourage	
  continuous	
  
innovation,	
  improvement	
  and	
  transformation	
  in	
  the	
  health	
  care	
  system.	
  


• A	
  “one	
  size	
  fits	
  all”	
  approach	
  to	
  payment	
  reform	
  is	
  not	
  likely	
  to	
  be	
  successful	
  –	
  there	
  
needs	
  to	
  be	
  some	
  flexibility	
  and	
  adaptability	
  to	
  the	
  needs,	
  capabilities	
  and	
  goals	
  of	
  local	
  
delivery	
  systems	
  and	
  communities	
  while	
  recognizing	
  that	
  there	
  will	
  be	
  common	
  
overarching	
  goals	
  across	
  the	
  entire	
  system.	
  


• Simplicity	
  and	
  reducing	
  the	
  administrative	
  burden	
  should	
  be	
  a	
  key	
  priority.	
  
• Health	
  equity	
  is	
  important	
  as	
  a	
  principle	
  for	
  payment	
  reform.	
  
• Payment	
  reform	
  proposals	
  need	
  to	
  be	
  scalable	
  to	
  all	
  provider	
  environments	
  and	
  should	
  


encourage	
  progress,	
  but	
  not	
  force	
  systems	
  that	
  have	
  achieved	
  a	
  greater	
  degree	
  of	
  
integration	
  to	
  “go	
  backwards.”	
  


• Stakeholder	
  engagement	
  –	
  payment	
  reform	
  is	
  likely	
  to	
  create	
  disruptions	
  in	
  the	
  current	
  
healthcare	
  system	
  resulting	
  in	
  relative	
  “winners	
  and	
  losers.”	
  	
  	
  All	
  stakeholders	
  must	
  
remain	
  engaged	
  in	
  a	
  productive	
  way	
  for	
  reform	
  to	
  be	
  implemented.	
  


• Market	
  forces	
  –	
  payment	
  reform	
  must	
  address	
  issues	
  such	
  as	
  the	
  market	
  power	
  of	
  
“monopoly”	
  providers	
  and	
  lack	
  of	
  transparency	
  on	
  prices	
  that	
  keep	
  health	
  care	
  from	
  
functioning	
  as	
  a	
  market	
  and	
  contribute	
  to	
  rising	
  costs.	
  


• Value	
  –	
  buyers	
  of	
  health	
  care	
  (both	
  individuals	
  and	
  organizations)	
  really	
  care	
  about	
  the	
  
value	
  of	
  services,	
  but	
  current	
  payments	
  reward	
  the	
  volume	
  of	
  services.	
  


• Payment	
  reform	
  should	
  support	
  common	
  health	
  information	
  technology	
  platforms	
  
(opportunity	
  to	
  work	
  with	
  the	
  Health	
  Information	
  Technology	
  Oversight	
  Council	
  –	
  
HITOC).	
  


• Limited	
  resources	
  –	
  payment	
  reform	
  proposals	
  should	
  be	
  developed	
  from	
  the	
  premise	
  
that	
  resources	
  to	
  buy	
  health	
  care	
  are	
  limited,	
  the	
  current	
  trajectory	
  of	
  cost	
  growth	
  is	
  
unsustainable	
  and	
  we	
  cannot	
  afford	
  to	
  add	
  new	
  resources	
  to	
  the	
  overall	
  system.	
  


• Payment	
  reform	
  should	
  be	
  considered	
  from	
  the	
  needs/perspective	
  of	
  the	
  consumer	
  of	
  
health	
  care.	
  


• Payment	
  reform	
  should	
  encourage	
  appropriate	
  utilization	
  –	
  only	
  emergencies	
  in	
  the	
  ER,	
  
only	
  unavoidable	
  problems	
  in	
  the	
  hospital.	
  


	
  
Following	
  the	
  discussion,	
  the	
  subcommittee	
  recommended	
  that	
  staff	
  develop	
  five	
  guiding	
  
principles	
  for	
  the	
  subcommittee	
  to	
  review	
  at	
  its	
  next	
  meeting:	
  	
  	
  


• Accountable	
  –	
  for	
  the	
  triple	
  aim	
  
• Transparent	
  –	
  clear	
  incentives	
  
• Simple	
  –	
  eliminates	
  waste	
  and	
  prevents	
  abuse	
  
• Equitable	
  –	
  fair	
  treatment	
  of	
  individuals	
  and	
  providers	
  	
  	
  
• Transformative	
  –	
  serves	
  as	
  an	
  adaptable	
  driver	
  for	
  system	
  change	
  


	
  







Jeanene	
  Smith	
  (OHPR)	
  asked	
  the	
  subcommittee	
  about	
  specific	
  educational	
  topics	
  that	
  would	
  
help	
  the	
  subcommittee	
  set	
  priorities	
  and	
  accomplish	
  its	
  work.	
  	
  Subcommittee	
  members	
  
expressed	
  a	
  desire	
  to	
  learn	
  more	
  about	
  the	
  following	
  topics:	
  


• Payment	
  reform	
  opportunities	
  created	
  by	
  Federal	
  health	
  care	
  reform	
  
• Specific	
  data	
  on	
  regional	
  variations	
  in	
  care	
  delivery,	
  prices	
  and	
  cost	
  shifting	
  in	
  


Oregon	
  
	
  
Dr	
  McMullan	
  adjourned	
  the	
  meeting	
  at	
  2:25.	
  








DRAFT - Payment Reform Vision and Principles 
 
 
Vision – Payment for health care should support the triple aim goals: 


1. Improve the lifelong health of all Oregonians, 
2. Increase the quality, reliability, and availability of care for all Oregonians, and 
3. Lower or contain the cost of care so it is affordable to everyone. 


To achieve the triple aim, new methods to pay for health care should adhere to the following 
principles:  


Accountability   


Payment for health care should reward providers who consistently deliver care that is efficient, 
of high quality, evidence-based, and patient-centered.    


Consumer perspective – I expect to pay a fair price for high quality care that meets my needs.  


Transparency 


Payment for health care should allow patients, providers and purchasers to understand how 
providers are paid, how much they are paid, what variation exists in the cost and quality of care.  


Consumer perspective – I expect to know how much services will cost and what value I am 
receiving so I can make informed decisions about my health care. 


Simplicity 
Payment for health care should be as simple and standardized as possible to reduce 
administrative costs and lower the potential for fraud and abuse.   
Consumer perspective – I should be able to understand how my health care providers are paid 
and make sense of bills from my health care providers and my insurance company.  


Equity 


Payment for health care should treat all people fairly, not creating advantages for certain 
individuals or populations based on factors unrelated to medical need. 


Consumer perspective – I expect to be offered the same services as others with similar health 
needs. 


Transformative 
Payment for health care must encourage transformation and innovation across the health care 
system by aligning incentives for providers to deliver care consistent with the triple aim.  
Consumer perspective – I expect to buy health care based on value, not volume – I want the right 
care delivered at the right time in the right way. 
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Key Payment Provisions of the  
Federal Health Reform Law  


 
(HR 3590 as modified by HR 4872) 


 
Summary 
 
Medicare Payment 
 


Physicians 
 


• Increased payments for primary care physicians. Beginning January 1, 2011 and 
continuing for five years, primary care providers will receive 10% bonus payments for 
evaluation and management services. 


 
• Increased payments for general surgeons practicing in physician shortage areas.  


Beginning January 1, 2011, the bonus payment program for physicians practicing in 
physician shortage areas will be extended to include a 10% bonus for general surgeons 
on major procedure codes (in addition to the existing 10% bonus for primary care 
physicians practicing in shortage areas). 


 
• Quality-based payment adjustments for physicians in Medicare.   


o Physicians will continue to be paid a bonus to report quality data through 2014; 
beginning 2015 physicians will be penalized for not reporting the data.   


o Beginning in 2013, physician base payments will modified based to reward 
quality, according to risk-adjusted measures of health outcomes and costs.  


 
• Feedback to physicians on resource use. CMS must develop an episode grouper to 


allow measurement of resource utilization by physicians for episodes of care and must 
make the methodology public.  


 
• Geographic adjustments to physician payment.  CMS must revise the practice 


expense adjustment to the physician base payment to more accurately reflect practice 
expense variations by 2012.  In the meantime, the amount by which payments are 
modified downward to reflect lower than average practice expense under the current 
formula will be reduced by 50%. This affects Oregon physicians outside the Portland 
payment area because their practice expense under the current formula is 93% of the 
national average. Portland area physicians are unaffected because the geographic 
modifiers raise their payments above the base.  In addition, the legislation re-instated the 
physician work floor, which means that the physician work adjustment will continue to be 
used only to upward adjust physician payments—not to downward adjust them in 
communities where professionals are paid less than average.   


 
Hospitals 


 
• Hospital inpatient payment adjustments for high readmission rates.  Base 


payments will be reduced for hospitals with higher than expected risk adjusted 
readmission rates for conditions identified by CMS, beginning with heart attacks, heart 
failure and pneumonia. Reductions cannot exceed 1% in fy 2013, 2% in fy 2014, and 3% 
in fy 2015. Readmission rates will be posted on the CMS website. 
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• Hospital inpatient payment adjustments for high incidence of hospital acquired 
infections.  Base payments will be reduced 1% for hospitals in the top quartile for 
incidence of hospital acquired infections beginning fy 2014.  Rates will be made public.   


 
• Quality-based payment adjustments for hospital inpatient services (“Hospital 


Value-based Purchasing Program”).  CMS must develop a program of incentive 
payments that would hold back a percentage of the base rate (1% in federal fiscal year 
2013 and increasing to 2% in 2017) and use those funds to reward hospitals that meet 
quality and efficiency standards. The program does not apply to critical access hospitals 
or hospitals with insufficient numbers to measure quality, but requires CMS to conduct 
demonstration programs to test systems for rewarding quality in such hospitals. 


 
• Geographic adjustments to hospital payments.  CMS must revise the hospital wage 


index to address specified issues. 
 


• Bonus payments for hospitals in low cost communities.  Medicare will spend $200 
million each year in fy 2011 and 2012 to increase hospital payments in counties that 
rank in the lowest quartile for Medicare fee for service spending.  Assuming Oregon 
hospitals qualify, they are likely to receive increases to their base pay of something less 
than one-half of one percent each year.   


 
• Reduces Medicare disproportionate share hospital payments beginning fy 2014. 
 
Other facilities and providers 
 
• Accountable Care Organizations (ACOs).  Beginning in 2012, CMS must have in 


place rules to designate ACOs and a shared savings payment model.  To be eligible for 
shared savings payments, ACOs must meet eligibility and reporting criteria determined 
by the secretary, contract with Medicare for a minimum of 3 years and care for a 
minimum of 5,000 Medicare beneficiaries. 
 


• Prospective payment system for federally qualified health clinics.  CMS must 
develop a payment neutral prospective payment system for FQHCs and implement it in 
2012. 


 
• Quality reporting and payment programs for other facilities and providers. CMS 


must begin quality reporting programs for long-term care hospitals, inpatient 
rehabilitation hospitals, inpatient psychiatric hospitals, cancer hospitals, and hospice 
programs by fy 2014.  CMS must submit a plan for value-based purchasing for skilled 
nursing facilities and home health programs by fy 2012.   


 
Medicare Advantage 


 
• Reduced Medicare Advantage payments.  Beginning in 2012, payments for Medicare 


Advantage plans will be calculated under a new formula.  Benchmarks, which are the 
basis of payments, have averaged 116% of fee for service cost are old law and have 
resulted in payments to MA plans well above the cost of covering fee for service 
beneficiaries). Under the new law the benchmarks will be no higher than 115% of fee for 
service cost after a six-year phase-in period. Benchmarks will be set as high as 115% of  
fee for service cost for counties with low fee for service costs and as low as 95% of fee 
for service cost for counties with high fee for service costs. [Benchmarks are the 
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maximum Medicare will pay a plan to provide Medicare covered services.  Plans that 
“bid” (contract with Medicare) to provide services at less than the benchmark receive the 
bid amount plus “rebates” (additional payments) equal to 75% of the difference between 
the benchmark and the bid. The average benchmark rate for Oregon plans has been 
well-above the new 115% cap, so MA payments will be reduced under the new law.] 


 
• Minimum loss ratios for Medicare Advantage plans.  Beginning in 2014, Medicare 


Advantage plans must have a minimum loss ratio of 85%.  
 
Medicare Payment-setting Process 
 
• Independent Payment Advisory Board.  Beginning in 2014, a new Independent 


Payment Advisory Board will provide Congress savings plans if Medicare spending 
exceeds targets.  The plans will go into effect if not overridden by Congress.  Reductions 
cannot be achieved by “rationing care,” increasing beneficiary premiums or cost-sharing, 
or (until 2019) reducing payments for most hospitals.    


 
Medicaid Payment 
 


• Increased payments for primary care in Medicaid.  During calendar years 2013 and 
2014, primary care physicians must be paid 100% of Medicare rates for evaluation and 
management and immunization services. The incremental costs for increasing the 
reimbursement rate over what it was in July 2009 will be 100% federally funded. 
 


• Primary Care Homes.  Beginning in 2011, states with an approved state plan 
amendment to pay for medical homes for enrollees with >1 chronic disease will receive a 
90% federal match for primary care home services.  The 90/10 match will remain in 
effect for the first 8 fiscal quarters from the date a state’s plan amendment is approved.   


 
• Reduces Medicaid disproportionate share hospital payments beginning fy 2014. 
 


Pilots and Demonstrations 
 


• National Medicare pilot on payment bundling addressing chronic and acute conditions 
involving select providers 


• National Medicaid demonstration beginning January 1, 2012 in eight states for episode-
based payment  


• National two-year Medicaid demonstration beginning October 1, 2011 in five states for 
global capitated payments to safety net hospitals or networks. 


• National shared savings pilots 2012-2016: 
o Medicaid – accountable care organizations taking responsibility to care for 


children receive incentive payments if they exceed minimum savings levels  
established by CMS and the applicant state  


• Center for Medicare and Medicaid Innovation funding for payment innovation.   
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Implications for the Payment Reform Subcommittee 
 
The Subcommittee may wish to consider: 


• Whether to recommend all payer adoption of pay for performance adjustments and/or 
payment methods adopted in the Medicare program (e.g. creation of Accountable Care 
Organizations); 


• Whether to recommend Oregon action to align with and prepare for federal payment 
reform opportunities;  


• Whether Oregon should seek to participate in any of the pilot and demonstration 
programs initiated by the bill.    








 
Oregon Health Policy Board 


Health Incentives and Outcomes Committee, Payment Reform Subcommittee 
AGENDA 


 
May 13, 2010 
1:00‐3:00 pm       


    
Northwest Health Foundation 
221 NW 2nd Ave. Bamboo Room 


Portland, Oregon  
  


#  Time  Item (related materials)  Presenter(s) 
Action 
Item 


1  1:00  Welcome and introductions   Bart McMullan, Chair   


2  1:05  Approve 4/29 Meeting Summary  Bart McMullan   


3  1:10 
Report from May 4th Committee 
Coordination Meeting 


Gretchen Morley, OHPR 
Chris DeMars 


 


4  1:20  Discussion of Payment Reform Principles  Bart McMullan   


5  1:50 
Overview of Cost, Utilization and Quality 
Variations in Oregon 


Rob Stenger, OHPR   


6  2:00  Accountable Care Organizations  John McConnell, OHSU   


7  2:30  Questions and Discussion of Next Steps  Bart McMullan   


8  2:50  Public Comment  Bart McMullan   


9  3:00   Adjourn  Bart McMullan   


 
If you experience problems calling in, please call: 
Judy Morrow 503‐373‐1538 or Gretchen Morley 503‐931‐3332 
 
Meeting Materials: 
1) Agenda 
2) Internal Roster 
3) Payment Reform Calendar 
4) Quality & Efficiency Calendar 
5) April 29, 2010 Draft Meeting Summary 
6) Draft Payment Reform Principles 
7) Key Payment Provisions in Federal Health Reform 





