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The first speaker to my far right is Dr.
Carolyn Clancy, who is director of the Agency for
Healthcare Research and Quality, also known as AHRQ.
She"s been there since 1990. She had the benefit of
becoming director after the name changed. It used to be
called AHCPR, which no one liked.

Next speaking will be Elliot Fisher, who Is --
Dr. Elliot Fisher, who is a professor of medicine and

community and family medicine at Dartmouth Medical School
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the Harvard Business School.

And then finally Michael Millenson, author of
Demanding Medical Excellence, Doctors and Accountability
in the Information Age, and the Mervin Shalowitz Visiting
Scholar at the Kellogg Graduate School of Management at
Northwestern University.

And so essentially the framework here is we"re
going to let each of the speakers talk. And then,
depending on our relative stamina, we"ll take a break
somewhere toward the end of that or when everyone has
spoken. And then i1if we have time left, which we are
hoping to do, as is our fTashion we"ll have a moderated
roundtable, where the panelists can comment on one
another®s work.

And, as 1 tell everybody, although these are
called hearings, that"s not the nasty Washington version
of adversarial oversight hearings. This is more like an
academic conference, where everybody gets to beat up on
one another rather than have the key person moderating
beat up on them.

So, with that in mind, Dr. Clancy.

DR. CLANCY: Thanks for the introduction,
David.

Well, good afternoon. And thank you for the

opportunity to be here. Since I had the opportunity to
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6
be first, 1 have a couple of objectives that | want to go
through today.

First is to talk very broadly and briefly about
some of the current challenges and contexts for assessing
and improving quality of health care.

The second i1s to focus on the federal role,
both what AHRQ does and what the Department of Health and
Human Services is doing right now more broadly, then to
focus most of my remarks on recent developments and
issues and let you know about some future directions.

I also know that some of my colleagues will be
testifying at some upcoming hearings, so I don"t want to
steal their thunder by any chance. 1 have someone here
watching me to make sure 1 don"t do that.

So just by way of assessing quality of care,
the holy trilogy for, I guess, at least the last 30 years
as presented by Avedas Donabedian has been looking at
structure, process, and outcome.

And even very shortly before his death within
the past couple of years he was still urging us to make
sure that we understood more and continued to learn more

about the relationships between these three dimenslO
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8

Some people would say that this was a reaction
to managed care and the growth of the number of Americans
enrolled in some sort of organized delivery care system.

Others would say, quite rightly, that indeed
those delivery systems are the only parts of our
healthcare system that have the capacity to assess the
type of care that they"re providing.

And other people would say that iIn response to
rising costs purchasers of healthcare wanted to know from
their healthcare suppliers, if you will, much more
specifically what the return on investment was for the
very large investments that they were making.

Regardless of which version of the story you
prefer, the net result is the same -- that both
purchasers and consumers are increasingly demanding more
evidence of public reporting of clinical performance.

Now, iIn general outcomes, 1 think, are
considered the best possible type of report. However,
they"re not actionable. That is to say, if you find that
the outcomes iIn one healthcare system or provider are
less good than those of another healthcare provider, then
it"s hard to know what to fix exactly.

So, for example, 1T heart attack care is worse
at one hospital than another, there are many steps in

that process leading to lesser outcomes. It"s a little
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bit hard to know which of those steps needs to be fTixed.

IT, on the other hand, you are measuring
different steps in the process, where we have a very
clear evidence about the relationship between processes
and outcomes of care, then you can see very clearly.

There®s also an efficiency argument here for
some of my economist colleagues. There was a very nice
study done looking specifically at heart attack care,
showing that it"s actually much more efficient to measure
processes than outcomes because you don"t have to go
through as much rigorous work to adjust for severity of
illness and other factors to make fair comparisons.

Now, again, just by way of introduction for
those of you who are relatively new to the field. Where
do we get the data for these measures?

One source, of course, iIs administrative data.
And many states actually collect hospital discharge
abstracts. And there"s also billing data. And we"re
really, really good at collecting lots of billing data
given multiple payers and everyone®s common interest in
making sure that they only pay for the services for which
they are responsible.

The problem there is that while there®s a great
volume of information, there®s very limited clinical

detail. So our researchers have learned many, many
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10
tricks about how to adjust for that problem, but you do
reach a point of diminishing returns.

Now, clinical information systems, as they
begin to diffuse throughout the healthcare system, do
offer the power of much more clinical detail. And that
would be very, very helpful. And 171l come back to that
theme at the end.

The only problem is the uptake and penetration
so far has been highly variable. 1 did hear a statistic
recently that says that just about two-thirds of
hospitals either have clinical information systems or
have commitments to get involved at that level. However,
the statistics for outpatient care, where an iIncreasing
proportion of healthcare i1s provided, is about eight
percent. 1 can"t verify either of these, but again I™m
just trying to give you a sense of the context here.

Now, two other sources of data are surveys.

And surveys, of course, are the only source of
information for patients®™ experiences as well as patient-
reported outcomes -- what I meant when | said before
about end results the people experiencing care about.
Surveys -- and they are a lot of very good, valid, and
relatively short tools and instruments available now to
use for surveys. They are not inexpensive.

And chart reviews, of course, are another
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11
source because that, after all, In some ways iIs the bible
of what happens in healthcare. The only problem with
chart reviews iIs that they are fairly expensive and
they“re also subject to lots of errors of omission. That
iIs to say, different physicians, for example, have
different habits of recording. So some doctors will
write for every single patient "ask patient if they
smoked™ and write that down. Others have their own
internal shorthand for "1 ask everybody, but I only make
a note i1t they do smoke,”™ and so forth. And trying to
identify the right data, given that sort of highly
individual variability in recording habits, gets a little
bit challenging.

Now, also by way of context let me also just
say that most efforts in this country as well as other
countries have focused on specific conditions. There"s
no particular reason for that. One might imagine looking
at overall health status --

(Interruption to the conference audio system.)

DR. CLANCY: Well, this is great. In contrast
to congressional hearings, where 1 sometimes imagine
those, you know, imaginary balloons over different
congressmen®s heads as to try to guess what they"re

thinking, 1t felt like i1t was just being beamed right in.
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Much of the literature in this country that has
looked at practice variations -- and | know that Elliot
Fisher i1s going to talk a lot more about this -- has
found consistently that the same healthcare institutions
and organizations that can produce very high performance
for one particular type of condition often do not do so
for another.

So there i1s, as far as 1 can tell from reading
Elliot™s work, no such thing as a high-performing
institution or an iInstitution that always gets it right.
Some organizations that do very well in one condition
don"t do so well in another. Similarly for communities.

So that"s sort of a post hoc rationale, if you
will, for a condition-specific approach. One can also
argue that specific diseases have a great deal of meaning
to advocacy groups and others who have some sense of what
a patient with diabetes i1s like, whereas just thinking
about overall health status is too global a measure.

Moreover, the way we collect data iIn
healthcare, most of our efforts to assess and improve

quality of care are highly setting specific. Now, on one
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1 care or to follow one patient from one setting to

2 another. And that remains something of a challenge and

3 limits what we"d like to know.

4 Now, I know In economics that the use of

5 aggregate or composite scores Is one way to deal with a

6 lot of these data problems. So far the relevance of that
7 to healthcare has not been tested in great detail.

8 Our efforts to look into this a little bit have
9 not been incredibly encouraging, but that might be

10 another way to think about some of the data limitations.
11 And then, finally, if one were going to start
12 from scratch to think about how do 1 assess quality of

13 healthcare, one might develop a strategic plan looking at
14 what are the conditions most likely to lead to mortality
15 and serious declines iIn functional status and so forth

16 and develop the data and evidence based on that.

17 However, so far developing quality measures has
18 been a highly evolutionary exercise. What this means is

14s mo epdritaing wnshtle alsasa e pandan e de, axterdreoftcd el al)Tj-5.7 0
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infants, very little that looks at the health of the
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And the next frontiers are clearly going to
involve linking iIncentives with improvement, information
technology, and our clinical leadership. This is clearly
an issue of growing attention for the public. These are
Jjust a few select headlines from recent newspapers. And
this comes from a New York Times editorial on December of
2002. So it"s not as if this i1s a sort of academic debate
that the public isn"t engaged in. Far from it.

So having given you just sort of a 10,000 foot
overview of quality of care and strategies for measuring
the quality of that care as well as our growing challenge
of learning better how to move from measurement to
improvement, 1 want to talk a little bit about the
Tederal role here.

Now, If one wanted to think about what are the
roles of the government in healthcare quality, I"ve
listed some on this slide. The federal government iIs a
very large and significant purchaser of healthcare
between the Medicare and Medicaid programs, the Office of
Personnel Management, Departments of Defense and
Veterans®™ Affairs.

In some cases the federal government also
provides healthcare. And there iIs a broad expectation
that the government will assure access for vulnerable

populations. How well we"re doing that we don"t need to
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16
go into. But I™"m just presenting general principles.

To some extent there is also an expectation
that the government monitor healthcare quality,
particularly for those populations that i1t serves. So
probably the best established infrastructure that exists
in this country for assessing quality of care is
Medicare®s quality improvement organizations, which were
established 1n 1986.

When we changed -- we paid hospitals for
Medicare patients. Of course, obviously, regulating
healthcare markets is something that the government can
also do as well as iInforming. It needs to be affordable.
IT it"s available and affordable to meet an individual~®s
needs, the providers and services need to be covered by
various policies. Many people would say in addition that
informed choice In a consistent source of primary care
should also be part of the package.

Given all of those steps met, access to
appropriate specialists is also a part of the package
before you can get to really examining whether quality of
care is provided.

And many of the current discussions 1 would say
they were having In the public domain broadly tend to
confuse various points in this continuum. So you"ll hear

people talking about quality on the one hand and on the
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17
other hand someone making reference to the fact that we
have 41 million people uninsured.

Ultimately those two facts are connected, but
not quite as close as they sometimes seem to be in public
debate.

Now, where AHRQ fits iIn here is that we focus a
lot of research on looking at the relationship between
processes and outcomes of care as well as efforts to
strengthen quality measurement and improvement. And our
research also focuses on cost, use, and access to
effective services.

And across the top part of this map, if you
will, you see our -- the three groups that we
approximately think of as the main customers for our
work: clinical decision-makers being patients and their
families and clinicians obviously; health system
decision-makers, being those iIn the private sector who
lead large healthcare organizations or who purchase
healthcare, whose decisions very much influence the
landscape on which clinical services are delivered; and
then public policy decision-makers.

Well, we are in Washington, D.C. 1 don"t think
I need to elaborate a great deal here.

So 1 wanted to spend just a few minutes next

describing some recent developments. And 1 think that
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18
this will complement some of what a couple of the other
speakers are going to say as well.

One of the great opportunities that the agency
has had -- and 1 know that you®"re going to hear more from
Chris Crofton about this, so I won"t spend a lot of time
on this -- was to actually develop a survey tool for
assessing consumer experiences with care that has become
a de facto standard, if you will, within the healthcare
industry.

About 123 million Americans now have access to
what i1s called the consumer assessment of health plan
survey. Or that"s what i1t used to be called. Now, like
IBM, 1t"s just CAHPS.

Now, in terms of like what is the importance of
this survey, very broadly one can imagine two categories
of care that we are assessing In terms of trying to
identify how high the quality of care that"s being
provided is.

One 1s technical care, the application of
science and technology of medicine. And the other is
interpersonal care, which is very much about the
interactions between individuals, organizations, and
individual practitioners.

Both are critically important. In fact, for

most Americans, the overarching currency of healthcare is
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19
time, communication, and information.

So the core instruments of this survey consist
of a core survey of 46 items. And then there are various
modules or supplemental topics that organizations can use
to supplement that key information.

And this just gives you one overview of how we
might think about ratings of healthcare. This iIs just a
graph showing that, overall, most consumers rate their
overall healthcare highly. So you see for Medicare about
52 percent of beneficiaries surveyed here give their
healthcare a rating of 9 or 10, which is the best
possible, compared with Medicaid, interestingly, where 53
percent give i1t that kind of rating, and commercial plans
a little bit lower than that.

And this Is just a map to give you some sense
of the penetration of this instrument across different
types of insurance models.

And we also have constructed a benchmarking
data base so that any organization or state that"s using
this survey as a way to assess quality of care can have
some perspective on the ratings that their consumers are
giving to their plans.

Now, recent developments in the department have
been very exciting. 1 was just saying to one of my

colleagues up here that Secretary Thompson has been quite
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an activist in the quality of care area.
So within the past year the Centers for

Medicare and Medicaid Services have taken some new steps
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information systems to be able to read that
(right now institutions that have made that kind of
investment have to create their own bar codes), and also
adopting IT standards to promote the adoption and
diffusion of information technology in healthcare.

Nevertheless, this graphical depiction comes
from an overarching review of quality of care done by
Mark Schuster and his colleagues at the RAND Corporation
and gives you a sense of the translation and
implementation challenge here.

On the right-hand side you see the proportion
of the population that is estimated to receive excellent
quality of care on a routine basis. And the rest of us
are in that other, much larger bar.

And that, quite specifically, is the big
challenge before us right now.

Now, the agency also funds a lot of research,
which then becomes the basis for potential decisions made
by other stakeholders in healthcare, policy-makers, and
so forth.

So this 1s a study conducted by some of
Elliot™s colleagues at Dartmouth last year, published in
the New England journal, looking at the relationship
between volume and surgical mortality in the U.S.

What you see here in this slide are the
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differences in mortality rates at 30 days for Medicare
beneficiaries for the two procedures for which the
distinctions were most marked, cancer of the esophagus
and cancer of the pancreas.

Clinically these are really complicated
procedures so 1t"s not incredibly surprising that there
would be such a difference here. The reason question iIn
policy terms is what do you do with that information?

As a couple of my colleagues at the agency like
to remind me, simply providing more business to low
volume iInstitutions is probably not the answer to the
problem here.

Learning from high volume institutions what i1t
iIs that they do well is clearly, 1 think, a better
pathway. And to be honest, a lot of these high volume
institutions sadly are not uniformly distributed across
the geographic boundaries of the U.S., which would create
some very severe travel problems for many people.

Some other findings. Looked at characteristics
of hospitals that are more likely to prescribe beta
blockers and found that strong physician leadership,
shared goals across healthcare professionals, and
hospital leaders were very, very important. And very
specific strategies for monitoring progress were also

common to those institutions that did well.

For The Record, Inc.
Waldorf, Maryland
(301)870-8025



© 00 N o o A~ W N PP

23

We"ve also done some work on the relationship
between nursing staff and patient outcomes, a topic that
has received a lot of discussion in the media, so I won"t
elaborate here. And very importantly, and I know that
Karen Ignagni will be speaking to this issue as well,
we"ve also begun to take a look at organizational
strategies. Since we know the right thing to do for many
particular areas, how is It that that gets translated
across the team of healthcare professionals?

What to do to detect and treat patients who
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based quality measures, which many people have told us is
a very important resource for them, particularly looking
at internal efforts and iImprovements.

And Irene Fraser will be speaking to you at a
subsequent hearing about our efforts to use hospital
discharge data to construct tools to help people identify
potential quality problems, or the QI"s as they"re fondly
known in the agency.

Now, some of the issues | just wanted to
highlight for your attention. With all of our enthusiasm
right now for public reporting, the unspoken question of
the elephant on the table i1s, will all of this public
reporting lead to improvements in care? And there are
really two schools of thought here. One is absolutely.
And the other camp says, well, reporting and measuring 1is
step one, but the domino theory doesn®t really apply
here. We have a lot to learn about how do we translate
measurements iInto improvements.

The literature to date suggests modest,
although a growing impact on consumer decisions and a
slightly more impressive impact on individual providers.
I don"t know If that"s because many of these providers
were trained from a very young age to be highly
competitive or how that works. We actually don"t

understand the mechanism very well.
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A great deal of enthusiasm right now about
paying for quality -- and 1 think most people at 10,000
feet above the ground would say, "Absolutely, we should
do that."

The real trick is how do you that and how do
you do that in a way that rewards the right type of
behavior and improvements and doesn®"t create perverse
incentives. And 1 think most people would agree that we
are a little distant from that at the moment.

One of the issues that we struggle a great deal
with is: IT quality improvement, like politics, is all
local, what is the federal role? To a large extent we
see that as making available evidence-based measures and
strategies for improvements. But where that exact
interface comes into play and where the efforts of local
champions are -- clearly what"s most important, 1 think,
IS an ongoing area of discussion.

And then 1 just also wanted to highlight for
your consideration that the source of legitimacy for
guidelines and many other standards iIs one that I have
found most fascinating in terms of developing quality
measures.

Identifying what problems our nation is facing
and identifying sources of evidence to be able to

articulate which processes of care are likely to lead to
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the outcomes of interest is pretty easy.

Trying to make sure that there®s a professional
consensus that accompanies that evidence can be a much
trickier problem and one that no single party in this
interesting mix of federal and private payers is willing
to take on in any big way.

In the interest of time, 1 think I"m going to
stop here because 1 think that these are the most
important questions.

I wanted to highlight one other one for your
attention though. And that relates to information
technology.

As information technology spreads throughout
healthcare delivery and as medicine finally catches up to
other industries and slowly approaches the information
age, that will make a lot of this much, much easier.

We"ll be able to measure what"s important with
much more precision in a way that"s simply not possible
now. All of our conversations now about the feasibility
of collecting data to a very great extent will either
diminish or disappear altogether. And that"s a day I
think many of us are looking forward to.

One of the specific policy issues that"s been
highlighted for our attention relates to the Stark law,

which really focuses on anti-kickbacks. And the issue
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here 1s i1If a hospital wants to purchase information
technology for practitioners who refer many patients to
them, 1s that forbidden? Or is there a safe harbor?

And 1 think that that"s one that you might want
to bring up with your colleagues.

So with that I will thank you for your
attention and stop here.

(Applause.)

MR. HYMAN: Thank you, Carolyn. We"re going to
take 30 seconds to throw things around and to try and
reconnect the phone line, which I disconnected. You can
tell my technological aptitude is not all i1t could be.

DR. FISHER: David, thank you very much.

It"s a treat to be here and a wonderful
introduction to the challenges we face from Carolyn. 1
can"t resist though, given the scope of the challenges we
face, starting off with a couple of points that she
really didn"t make.

The first is about the magnitude of the costs
we face. The undersecretary of the treasurer, who"s my
brother, reminded me of this problem.

Think of the United States as a gigantic
insurance company, he said. This particular insurance
company has made promises to its policy holders that have

a current value of 20 trillion, give or take a few, 1In
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excess of the revenues it expects to receive.
It"s an accident waiting to happen. Of course,
we all, who are involved in healthcare, know that two-
thirds of the shortfall, the excess of liabilities over

projected revenues, com5.l1-a4om 1 -2 TD(projecoedse,)Tncid
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And 1 think the problems that I"ve outlined are
connected. And I want us to think about the connections
between them.

The underlying causes of poor quality and high
costs I will assert are a flawed understanding of medical
care -- we think of it as science -- inadequate
information to support wise decisions, and flawed
incentives.

It will be clear that we all tend to agree on
the general approach to the solutions.

First of all, though, 1 want to emphasize an
expanded model of medical care that accounts for the
various categories of services that are involved:
organizational accountability for both quality and
causes, | think is the only way out of the box that we"ve
gotten ourselves Into. And then that will allow us to
provide better information about organizational
performance and to fix the incentives.

First thing 1"m going to tell you about some
research we recently published. And then 1711 come back
and tell you about the causes and remedies.

But 1 think the research has important
implications for how we think about healthcare and the
importance of thinking more specifically about things

other than underuse of effective care.
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The motivation for our research, which was
published in February, is basically what most of us have
known since the 1970"s -- that there are huge disparities
In per capita spending across regions of the United
States.

Wennburg, with whom 1 went to work about 15
years ago had noted two full differences across Vermont
Iin per capita spending on Medicare. And subsequent work
had shown pretty well that although there are differences
in health status across regions, the two-fold differences
in spending persist after you adjust for any differences
in the price or i1llness levels across regions of the
United States.

What that means i1s that there are huge
differences in the quantity of care and the overall
intensity of services provided to different populations.
And that really was the focus of this research.

The key questions we asked was what does the
additional buy? What kind of care? And what are
implications for health and health policy?

We looked at about a million Medicare
enrollees: 167,000 patients with heart attacks, 200,000
with colon cancer, 600,000 with hip fractures, and a
representative sample of the Medicare population drawn

from something called the Medicare current beneficiary
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status, but that they would be treated very differently
and we would then be able to say, well, what are we
getting for the extra (in this case, $1,400 per
beneficiary) that we"re spending in the higher spending
regions compared to the lower spending regions.

We had a lot of clinical information. You
don®"t need to -- you know, a lot of detailed information
with which to adjust for case mix.

But the fTirst question we needed to ask was
whether the patients were similar in different regions.
And 1711 just show you, I hope -- we calculated predicted
one-year mortality in each of the study groups and took
the average predicted one-year risk of death in each of
these regions as a measure of how sick are the folks in
those communities.

For example, in the general population the
predicted mortality rate in one year was 5.1 percent 1in
the lowest spending region. And i1t was exactly the same
across the other five -- four levels of spending so that
the predicted risk of death was identical in the higher
spending regions compared to the lower spending regions.

Heart attack patients were, of course, much
more likely to die than were representatives of the
general population with about a 31 percent mortality.

Hip fracture patients had about a 25 percent more risk of
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death. And colon cancer patients had about a 21 percent
risk of death.

But, again, across regions of different
spending levels there was absolutely no difference in
their predicted risk of death at the time they were
entered Into the study.

They were, however, treated very differently.
That i1s, they got about -- if you are looking In terms of

the total amount of physician and hospital resources
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that patient preferences are not being respected in most
of the clinical decisions that are being made for major
treatment alternatives like whether to have treatment for
prostate cancer and what kind of initial treatment to
have for breast cancer. So those are preference-
sensitive services.

Supply-sensitive services -- my economist
colleagues will cringe, but we use the term "sensitive"”
explicitly.

What we mean by these are services such as
visits, hospital stays, whether you go to the intensive
care unit or not, where it has been shown quite
empirically that there®"s a very strong association
between the availability of that resource, that is, the
number of physicians per capita in your community, and
the frequency with which that service will used.

We"ll go into this in a little bit more detail
in a minute. We also looked In the study at access to
care satisfaction and health outcomes.

But let"s look at effective care. |If you're
spending 60 percent more, as they are in the higher
spending regions, the question is what do you get for it?

This slide will introduce you to the way I™m
going to present the information. And the first dot

shows the proportion of patients who got the right
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treatment for their heart attack within 12 hours of
getting to the emergency room. That is, did they get a
clot-busting drug or a catheter stuck in their coronary
artery i1n order to reverse the blockage?

And what the graph shows is that in the lowest
spending region, quintile one, 56 percent of the patients
got this treatment, whereas in the highest spending
region only 50 percent of them got it.

So quality of care, in spite of spending 60
percent more on this particular measure, was worse. The
same was true for four of the six measures of effective
care for acute myocardial infarction and three out of the
four measures of preventive services for the general
population.

So in terms of what you get when you spend 60
percent more on medical care services across U.S.
regions, we see no evidence that those in the higher
regions get better care. If anything the care looks
worse.

In terms of preference-sensitive care, again we
saw that spending 60 percent more did not buy you any
more of the procedure that we think of as beneficial in
offering improvements and quality of life.

Following a heart attack patients were no more

likely to undergo angiography, no more likely to get
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bypass surgery. And for all of the major surgical
procedures we found no difference essentially in the use
of services in high and low spending regions. Doctors
were providing just as much of this stuff in the higher
spending regions as in the lower spending regions.

It"s important to point out that for each of
these measures, there are three-fold or greater
differences across U.S. regions. That i1s, there are
tremendously different rates at which people undergo
bypass surgery and cholecystectomy. However, those
differences are not related to differences In spending.

Well, where does the money go? Here"s where it
goes. People in higher spending regions have about 30
percent more office visits.

But most of the difference i1s In care in the
inpatient setting. They get 2.2 times as many inpatient
visits during the year, during their follow-up period.
Initial inpatient consultations were two and a half times
more frequent in the higher spending regions.

And the percent of patients seeing 10 or more
different physicians was almost three times higher in the
higher spending regions.

What"s important to recognize here is that
ratios apply to each of the cohorts. That is, heart

attack patients see physicians much more frequently than
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hip fracture patients after their initial event.
However, across regions of different spending levels the
ratios were i1dentical. That is, there is, we believe, a
threshold effect of living In a higher spending region
that whether you®"re a heart attack patient or a hip
fracture patient, you get three times as much of this
stuff in a higher spending region than in a lower
spending region.

Of course, if you spend a lot of time seeing
physicians, we"re going to do something. We tend to
order tests. They spend much more time in the hospital.
Discharge rates were 30 percent higher but lengths of
stay were substantially longer, so total inpatient days
were over 50 percent higher and patients spend much more
time in the ICU.

The most remarkable difference across regions
were the iIntensity of treatment at the end of life.
Patients were much more likely to get rescue in terms of
feeding tubes and emergency intubation -- attempts at
rescue.

Well, what about -- so, we"ve seen what
happened with content of care. We looked at access to
care. It was no better or worse on all the measures that
we looked at. Satisfaction was no different. Functional

status was no better. Declines in functional status were
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no different.

And mortality let"s look at it iIn detail. IFf
you compare the highest to the lowest spending regions
what you see here for the second -- quintile two -- is
that the risk of death was slightly lower. That is,
spending more was slightly but not significantly --
resulted in slightly lower mortality, but not
significantly lower mortality.

But as you moved up to the highest spending
regions there"s a two and half percent higher risk of
death In the highest spending regions compared to the
lowest spending regions.

And the same was true for the two other cohorts
although there®s a little more noise. That is, It's a
Tive percent greater risk of death in the higher spending
regions compared to the lower spending regions.

So what did we learn from this study?

The first is that increased spending across
regions is largely devoted to what we term "'supply-
sensitive services.” Higher spending and higher use of
supply-sensitive services Is associated with lower
quality, worse access to care, and no gain in
satisfaction. And i1t"s associated with a small increase

in the risk of death.
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It"s easier to get a consultation when there

are more specialists. And visit frequency depends

directly upon the physician supply. If you have twice as
many -- 1T you double the office visit time, the routine
office -- reschedule visit for a cardiologist on average,

they could see twice as many patients.

Or, to put i1t another way, i1f you reduce the
average visit interval from three months to six weeks,
you could accommodate twice as many cardiologists in our
healthcare system as we currently have.

The alternative theory, held by some of my
economist colleagues, i1s that patients in higher spending
regions are demanding more care.

And that"s perfectly plausible and some
preliminary data that we have suggest that patients iIn
higher spending regions do want more care, as do the
physicians believe that they should get it.

But i1f they"re demanding it, why are they
demanding that care? 1 think the premise is that that
additional care offers some benefit. But that"s the
underlying goal and the visits are the means to that
goal.

And our study suggested that is not correct --
that that assumption that providing more care leads to a

health benefit iIs wrong.
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slips.

It"s harder for us to know who"s going to be
responsible for writing the discharge medications to make
sure that they receive the therapy that we know they
ought to receive. |1 will believe that it"s my
cardiologist colleague. He"s going to say, "Oh, Elliot
will take care of 1t when he gets to the outpatient
setting."”

Finally, hospitals are dangerous places as we
all know.

I jJust want to remind ourselves and the
audience about the distribution of healthcare services
and what physicians spend their time doing. Most of us
think about healthcare in terms of the scientifically
driven, highly beneficial, highly expensive major
procedures like bypass surgery, hip replacement, knee
replacement -- things which we did not see vary across
regions in terms of their spending levels.

But what you see is that a large fraction of

rvices. Those are T.7 rt .7 visi8s. That"s how many

)ecialists you see and the diagnostic tests, imaging,

1d minor procedures that go along with them.

Well, what are the remedies?
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I think poor quality reflects failure to manage
unwarranted variations in practice. And choosing the
correct remedy requires a clear understanding of the
causes.

We"ve summarized this work in an article in
Health Affairs a year ago -- Jack Wenburg, John Skinner,
and myself -- and let me go briefly through i1t. And 1
think I1°ve got about five more minutes.

In terms of effective care and patient safety
we have a very simplistic view of healthcare right now,
which sees the physician as the captain of the ship and
the only thing you have to do is have a physician come by
and write some orders.

And a lot of the work that Carolyn®s agency has
done has clarified that these are complex systems and we
need a systems approach to thinking about care. And we
know something about processes. We can measure outcomes.

But the fundamental gap is linking processes
and outcomes in order to learn what is the failure within
your current system that is leading to the outcomes.

I*"m working with a hospital system right now
where they have noticed a 30 percent increase in heart
attack mortality over the last two years. And are trying
to figure out exactly what the cause of that is.

Their measures on all of -- performance
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measures are outstanding. So that"s not the cause.
They"re at 98 percent on all of them.

It"s the linkage of the processes to the
outcomes to try to figure out what happened two years ago
that is essential to figuring out what to do about it
now .

So the remedy lies iIn accountable organizations
and a system-based model where we hold organizations
accountable for all categories of care that 1 outlined.
And traditional quality improvement tools will work here.

Preference-sensitive care is a different
problem. The choice about whether to have a hip
replacement or whether to have a local excision of a
breast cancer or a mastectomy depends -- IS a consequence
of two underlying causes.

One: continued scientific uncertainty. For
prostate cancer, for instance, we don"t know yet whether
screening for prostate cancer iIs a good idea -- amazing
to think about.

But the second element of that is that we have
physician-dominated decisions in most of our healthcare
systems currently. So the remedy lies iIn outcomes
research, making sure we understand better what works and
doesn”"t In medicine so that we know the outcomes and can

present balanced information to our patients and then
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share decision-making, informed patient choice, making
sure that patients are well informed of the risks and
benefits of the treatment options they face and can make
a choice in a setting that"s not dominated by the values
of the physician.

Supply-sensitive services, which Is where most
of the money is in healthcare -- we believe that the
cause of unwarranted variations and poor quality is
variations in local supply, local supply available to the
hospital.

Most patients are loyal to the hospital where
they get their care, especially if they have chronic
disease. And hospitals differ in the numbers of patients

that they care for, the relative size of the population
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capacity and use of supply-sensitive services.

We need accountable care organizations that can
be held accountable for all three categories of services
that we"ve outlined: effective care, preference-sensitive
services, and supply-sensitive services.

These could be iIntegrated delivery systems,
large groups, or medical staffs and the hospitals to
which they admit most of their patients.

We have inadequate information on the quality
and efficiency of current providers. And 1 think It's a
major failing to look only at underuse of care because
there®s an obvious interaction In our data at least
across regions between overuse and outcomes.

We also need better information on the efficacy
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overuse of supply-sensitive procedures.

So what we want to do is reward improved
performance on all three dimensions of care.

Thank you. That"s the summary of the argument,
and i1t was a treat being here.

(Applause.)

MS. IGNAGNI: Good afternoon. 1°m Karen
Ignagni, with the American Association of Health Plans.
Can you hear me in the back? Yes? No? That"s not a
good sign. Okay, 1711 pull the mic closer. 1°m Karen
Ignagni with the American Association of Health Plans.

I want to begin by commending the agencies for
having these hearings. Often when we talk about the
issue of antitrust, competition, and matters that relate
directly to the jurisdiction of the FTC and the DOJ, we
never really get down to what is inside the box. And so
I think for our competitive markets to work, information,
access is key. And quality is key from a consumer
perspective.

I*m going to also commend the agency for
reaching out very broadly. This is part of a series of
hearings. And David didn"t ask me to say this, but we"ve
been quite impressed with the diligence with which the
agencies have reached out to try to get a range of

opinion on these questions.
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My colleague Stephanie Kanwit, our general
counsel, has spoken here and been part of these hearings
several times. And we very much appreciate the
opportunity.

I*m going to be talking about three large areas
this afternoon:

First, the broad quality challenge, which my
colleagues have already put on the table. And it"s a
treat to be here with all of the folks on the panel.
Second, what health plans are doing to respond to some of
the challenges which have been laid out this afternoon.
And third, what is the role of the regulatory agencies as
we talk about quality, as we talk about information, as

we talk about competitive markets.

There®s been a great deal of discussion In past
hearings about the institutional side. 1°d like to make
some comments this afternoon on the physician side as
they relate to this matter.

I wanted to begin with some context and 1 think
both Carolyn and Elliot did this very well as well. And
mine"s a little different. From our perspective in the
delivery system you won"t be surprised.

First, both of my colleagues have made the

obvious point that costs and access are at the top
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concerns for American families. Just one statistic to
put this in context: the Kaiser Family Foundation two
weeks ago reported that awareness and concern about
healthcare is In fact the top matter on the minds of
families.

We"ve heard a great deal over the last month,
two months about families®™ concerns about 401K"s and the
stock market. Healthcare has completely eclipsed by
double in terms of what people are thinking about and
what they"re worried about.

Secondly, from the perspective of the GE
negotiations starting this summer, 1 think that what we
will see i1s that healthcare once again, now more than a
decade after i1t first became the major issue at the
collective bargaining table, will once again become the
collective i1ssue -- or the central issue at the
collective bargaining table.

The third point is axiomatic in policy circles,
but we rarely talk about 1t in Washington, which is that
the regulatory system, which is supposedly to guide and
frame what i1s done iIn healthcare, is very transactional
and not at all performance based.

So while colleagues, very important academics,
are writing about the importance of performance-based

measurements and outcomes in the health research area and

For The Record, Inc.
Waldorf, Maryland
(301)870-8025



© 00 N o o A~ W N PP

N N NN NN P B RBR B R R RBP R Rk
a A W N B O © 00 N O O b