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care, similar to a medical home, are healthier and the cost of their care is lower because
they use fewer medical resources than those who do not. The evidence shows that
even the uninsured benefit from having a usual source of care (or medical home).
These individuals receive more appropriate preventive care and more appropriate
prescription drugs than those without a usual source of care, and do not get their basic
primary health care in a costly emergency room, for example. In contrast, those without
this usual source have more problems getting health care and neglect to seek
appropriate medical help when they need it. A more efficient payment system would
encourage physicians to provide patients with a medical home in which a patient’s care
is coordinated and expensive duplication of services is eliminated.

The AAFP commends Congress for incorporating the medical home demonstration into
the Medicare physician payment provisions of the Tax Reform and Health Act passed by
the 109™ Congress. While there is much to learn and much to investigate through this
demonstration, we know enough about the value of the medical home to incorporate its
provisions into the reform of the Medicare payment formula. Because of the strength of
the existing literature describing the effectiveness (both health and economic) of the
medical home, AAFP would urge the committee to authorize the Centers for Medicare
and Medicaid Services (CMS) to adopt the Patient-centered Medical Home as an interim
component of physician payment while awaiting the implementation of and results from
the demonstration project.

The patient-centered, physician-guided medical home being advanced jointly by the
AAFP, the ACP, the AOA, and the AAP would include the following elements:

* Personal physician - each patient has an ongoing relationship with a personal
physician trained to provide first contact, continuous and comprehensive care.

* Physician directed medical practice — the personal physician leads a team of
individuals at the practice level who collectively take responsibility for the ongoing
care of patients.

» Whole person orientation — the personal physician is responsible for providing
for all the patient’s health care needs or taking responsibility for appropriately
arranging care with other qualified professionals. This includes care for all
stages of life; acute care; chronic care; preventive services; and end of life care.

e Care is coordinated and/or integrated across all elements of the complex
health care system (e.g., subspecialty care, hospitals, home health agencies,
nursing homes) and the patient’s community (e.g., family, public and private
community-based services). Care is facilitated by registries, information
technology, health information exchange and other means to assure that patients
get the indicated care when and where they need and want it in a culturally and
linguistically appropriate manner.

s Quality and safety are hallmarks of the patient-centered medical home:
= Practices advocate for their patients to support the attainment of optimal,
patient-centered outcomes that are defined by a care planning process
driven by a compassionate, robust partnership between physicians,
patients and the patient’s family.



= Evidence-based medicine and clinical decision-support tools guide
decision making.

= Physicians in the practice accept accountability for continuous quality
improvement through voluntary engagement in performance
measurement and improvement.

= Patients actively participate in decision-making and feedback is sought to
ensure patients’ expectations are being met.

= Information technology is utilized appropriately to support optimal patient
care, performance measurement, patient education, and enhanced
communication.

= Practices go through a voluntary recognition process by an appropriate
non-governmental entity to demonstrate that they have the capabilities to
provide patient centered services consistent with the medical home
model.

= Patients and families participate in quality improvement activities at the
practice level.

e Enhanced access to care is available through systems such as open
scheduling, expanded hours and new options for communication between
patients, their personal physician, and practice staff.

* The payment structure appropriately recognizes the added value provided to
patients who have a patient-centered medical home. To do this, the payment
should:

= reflect the value of physician and non-physician staff patient-centered
care management work that falls outside of the traditional face-to-face
visit;

= pay for services associated with coordination of care both within a given
practice and between consultants, ancillary providers, and community
resources;

= support adoption and use of health information technology for quality
improvement;

= promote enhanced communication access such as secure e-mail and
telephone consultation;

* recognize the value of physician work associated with remote monitoring
of clinical data using technology;

= allow for separate fee-for-service payments for face-to-face visits (i.e.,
payments for care management services that fall outside of the face-to-
face visit, as described above, should not result in a reduction in the
payments for face-to-face visits);

= recognize case mix differences in the patient population being treated
within the practice.

* allow physicians to share in savings from reduced hospitalizations
associated with physician-guided care management in the office.

= add payments for achieving measurable and continuous quality
improvements.

An Example: Community Care of North Carolina

One model that the Committee could well consider that clearly demonstrates the benefits
of a Medicare payment system that is based on the patient-centered medical home the
Medicaid program in North Carolina, headed by a family physician, Dr. Allen Dobson.
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Community Care of North Carolina (CCNC) is a Medicaid care-management program
that has demonstrated significant cost savings, improved health outcomes, and
increased access to care for almost 700,000 Medicaid beneficiaries.

Community Care of North Carolina consists of 15 local networks across the state,
including more than 3,000 physicians practicing in collaboration with local health
departments, hospitals, social service agencies, and other community providers, that
manage the care of about 74 percent of all eligible Medicaid beneficiaries in the state.

CCNC has become a proven model of community-based, integrated care coordination
and management. The core belief guiding the provision of health care to underserved
populations is that if improvement in health care and service is the goal, those
responsible for making it happen must have true ownership of the improvement process.
It has achieved this goal along with considerable cost savings.

According to an independent cost effectiveness analysis performed by Mercer, CCNC
spent $203 million less than what the fee-for-service Medicaid program would have
spent for the same population in 2003. The following year, that figure was estimated at
$225 million less than fee-for-service Medicaid.

An evaluation of CCNC disease management initiatives performed by the University of
North Carolina found the costs to CCNC of caring for Medicaid patients with asthma and
diabetes to be much less than for those Medicaid patients served in the traditional
Medicaid managed care program. The study concluded that over three years (2000-
2002) the state would have saved about $3.3 million for CCNC enrollees with asthma
(especially individuals 45 years of age and older) and approximately $2.1 million for
CCNC patients needing diabetes care, both associated with significant changes in
utilization and other practice measures (e.g., reduction in hospital emergency room
visits). The evaluation focused primarily on the effects of disease management and
adherence to practice guidelines. In 2006-2007, CCNC plans to implement additional
disease management programs, including managing enrollees with congestive heart
failure and chronic pulmonary disease. In 2005, four local CCNC networks also began
piloting a collaborative approach to managing Medicaid enrollees with both behavioral
and physical health needs to serve them in the most appropriate setting.

Improving Quality

Beyond replacing the outdated and dysfunctional SGR formula, a workable, predictable
method of determining physician reimbursement - one that is sensitive to the costs of
providing care - should align the incentives to encourage evidence-based practice and
foster the delivery of services that are known to be more effective and result in better
health outcomes for patients. Moreover, the reformed system must facilitate efficient
use of Medicare resources by paying for appropriate utilization of effective services and
not paying for services that are unnecessary, redundant or known to be ineffective. Such
an approach is endorsed by the Institute of Medicine (IOM) in its 2001 publication
Crossing the Quality Chasm.

Another IOM report, released in 2006 entitled Rewarding Provider Performance: Aligning
Incentives in Medicare, states that aligning payment incentives with quality improvement
goals represents a promising opportunity to encourage higher levels of quality and
provide better value for all Americans. The objective of aligning incentives for quality
improvement is to support: (1) the most rapidly feasible performance improvement by all
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providers; (2) innovation and constructive change throughout the health care system;
and (3) better outcomes of care, especially through coordination of care across
physician practice settings and over time. The AAFP concurs with the IOM
recommendations:

e Measures should allow for shared accountability and more coordinated care
across physician practice settings.

= Quality measurement programs should reward care that is patient-centered and
efficient, and reward providers who improve performance as well as those who
achieve high performance.

e Providers should be offered incentives to report quality measures.

» Because electronic health information technology will increase the probability of a
successful quality measurement program, Medicare should explore ways to
assist physicians in implementing electronic data collection and reporting to
strengthen the use of consistent measures.

Aligning the incentives requires collecting and reporting data through the use of
meaningful quality measures. AAFP supports collecting and reporting quality measures
and has demonstrated leadership in the physician community in the development of
such measures. It is the Academy’s belief that measures of quality and efficiency should
include a mix of outcome, process and structural measures. Clinical care measures
must be evidence-based and physicians should be directly involved in determining the
measures used for assessing their performance.

Reporting Quality

AAFP supports collecting and reporting quality measures to improve patient care and
has led the physician community in the development of meaningful and useful
measures. Consistent with the philosophy of aligning incentives, the reward for
collecting and reporting data must be commensurate with the effort and processes
necessary to comply and must be sufficient to obtain the desired response from
physicians. The Academy is skeptical that the incentive of 1.5 percent of a physician’s
Medicare allowed charges for collecting and reporting quality measurement data will be
sufficient to cover the actual cost of operationalizing such a program. We also remain
concerned that the program does not focus first on providing physician practices with the
information technology needed to make meaningful reporting and data collection
possible.

Nonetheless, we support the policy of building in payment incentives for quality reporting
and improvement. The AAFP helped establish the Ambulatory Care Quality Alliance
(AQA), which is an essential part of the physician-led process to develop, evaluate and
implement quality improvement measures for physician practices. Together with the
Physicians Consortium for Performance Improvement and the National Quality Forum,
the AQA helped implement a starter set of 26 quality measures for physicians who
provide primary health care. The AQA continues to work with the Consortium and NQF
as they develop and review additional measures of quality for primary care physicians.

Information Technology in the Medical Office

The AAFP believes that quality, access and positive health outcomes must be the
primary goal of any physician payment system. Prevention, early diagnosis and early
treatment will simultaneously improve quality of life and ultimately save valuable health
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care dollars. But implementing data collection and reporting requires an initial
investment from the health care provider in the form of electronic data and decision
support systems. The AAFP urges the Committee to explore ways of making funding
available for small physician practices to obtain and maintain adequate electronic health
records and other tools that will enable such collection and reporting without the
considerable administrative burden we fear it will be.

Using advances in health information technology (HIT) also aids in reducing errors and
allows for ongoing care assessment and quality improvement in the practice setting —
two additional goals of recent IOM reports. We have learned from the experience of the
integrated Healthcare Association (IHA) in California that when physicians and practices
invested in electronic health records (EHRs) and other electronic tools to automate data
reporting, they were both more efficient and more effective, achieving improved quality
results at a more rapid pace than those that lacked advanced HIT capacity.

Family physicians are leading the transition to EHR systems in large part due to the
efforts of AAFP’s Center for Health information Technology (CHiT). The AAFP created
the CHIT in 2003 to increase the availability and use of low-cost, standards-based
information technology among family physicians with the goal of improving the quality
and safety of medical care and increasing the efficiency of medical practice. Since
2003, the rate of EHR adoption among AAFP members has more than doubled, with
over 30 percent of our family physician members now utilizing these systems in their
practices.

in an HHS-supported EHR Pilot Project conducted by the AAFP, we learned that
practices with a well-defined implementation plan and analysis of workflow and
processes had greater success in implementing an EHR. CHiT used this information to
develop a practice assessment tool on its Website (http://www.centerforhit.org/), allowing
physicians to assess their readiness for EHRs.

In any discussion of increasing utilization of an EHR system, there are a number of
barriers and cost is a concern for family physicians, especially those in small and
medium sized practices. The AAFP has worked aggressively with the vendor
community through our Partners for Patients Program to lower the prices of appropriate
information technology. The AAFP’s Executive Vice President serves on the American
Health Information Community (AHIC), which is working to increase confidence in these
systems by developing recommendations on interoperability. The AAFP sponsored the
development of the Continuity of Care Record (CCR) standard, now successfully
balloted through the American Society for Testing and Materials (ASTM). We initiated
the Physician EHR Coalition, now jointly chaired by ACP and AAFP, to engage a broad
base of medical specialties to advance EHR adoption in small and medium size
ambulatory care practices. In preparation for greater adoption of EHR systems, every
family medicine residency will implement EHRs by the end of this year.

To accelerate reporting, the AAFP joins the IOM in encouraging federal funding for
health care providers to purchase HIT systems. According to the US Department of
Health & Human Services, billions of dollars will be saved each year with the wide-
spread adoption of HIT systems. The federal government has already made a financial
commitment to this technology; unfortunately, the funding is not directed to the systems
that will truly have the most impact and where ultimately all health care is practiced - at
the individual patient level. We encourage Congress to include funding in the form of
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grants or low interest [oans for those physicians committed to integrating an HIT system
in their practice.

Conclusion

It is time to modernize Medicare by recognizing the importance of, and appropriately
valuing, primary care and by embracing the Patient-centered Medical Home model as an
integral part of the Medicare program.

Specifically, the AAFP encourages Congressional action to reform the Medicare
physician payment system in the following manner:
¢ Repeal the Sustainable Growth Rate formula at a date certain and replace it with
a stable and predictable annual update based on changes in the costs of
providing care as calculated by the Medicare Economic Index.

¢ Adopt the patient-centered medical home by giving patients incentives to use this
model and compensate physicians who provide this function. The physician
whose practice has been recognized by an independent third party and
designated by the beneficiary as his or her medical home shall receive a per-
member, per-month care management fee in addition to payment under the fee
schedule for services delivered.

e Phase in value-based purchasing by providing a bonus payment to physician
practices that report data related to specific quality measures. This additionai
payment should cover costs associated with the program and provide sufficient
incentive to report the required data. Move to payment for the use of information
technology to collect and submit appropriate quality improvement data.

= Offer a program of low-cost loans to small and medium sized physician practices
to purchase health information technology necessary to collect and report quality
measurement data.

e Ultimately, payment should be linked to health care quality and efficiency and
should reward the most effective patient and physician behavior.

The Academy commends the Committee for its commitment to identify a more accurate
and contemporary Medicare payment methodology for physician services. Moreover,
the AAFP is eager to work with Congress toward the needed system changes that will
improve not only the efficiency of the program but also the effectiveness of the services
delivered to our nation’s elderly.



