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October 27, 2002

To: 
Carol Wallisch


Judy Spelman

Carol and Judy, following are answers to some questions posed to me by Judy regarding the health care reform proposal I prepared for the Health Care Options Project.  The proposal emphasizes public health principles.
1.  Why did you use a flat payroll tax? Should the payroll tax be progressive?

The tax is levied on the total payroll of the employer.  This is more progressive than a tax calibrated to each individual’s income. It is less subject to gaming by employers. With an individual tax, employers could keep each employee’s wages just below the top of any bracket (the “cliff effect”).  A flat tax that is levied on total payroll is most efficient and progressive.

2. page 11 Should hospitals be rebuilt/retrofitted?  Would you explain what

the seismic retrofit laws mandate? What would you expect the political

reaction would be if hospitals were closed by the government using the

retrofit cost v. benefit analysis? 

State law initially required hospitals to retrofit buildings that fit certain criteria beginning in 2008.  This put pressure on hospitals to find financing from banks or from public sources for bonds.  The timelines have been extended. Sen. Speier’s office believes this is therefore no longer a problem for hospitals.  The hospitals may have a different view.  Even if the investment is made over a longer time horizon, the mandate to rebuild presents new costs in the health care system.  It presents an opportunity for the state to evaluate the impact and to consider intervening.
The state should take a more active role in allocating both hospitals and a range of other services, including both primary care and specialty care.  The reaction depends on the state of the crisis, and how the decisions are made.  Los Angeles and other areas have lost many emergency departments, and is constantly on the brink of losing both primary care clinics and hospital specialty services.  Sonoma County reports similar problems. A proposal that stabilizes hospitals and essential services, and improves access to primary care, would be positive.
The decision-making process needs to be as impartial as possible.  That means providing political cover for authorities at the local level who have had difficulty agreeing to changing or closing a hospital in their district. I proposed a process based on the federal base closures commission as a model.  This process was used by the federal government in the late 1980s and early 1990s to select military bases for closure.   An impartial panel was assigned to make a report and recommendations, and the Congress was charged to vote yes or no on the whole package, without amendments.    
3. page 9 “us residents already have the lowest rate of of physician visits

in the industrialized world”.  Who is the source for this?
OECD website is down. I will continue to look for the citation.
4. Capital management:   Kaiser has indicated they need “control over

capital investments across our own system”. We are looking for a compromise

that would give major investors some control and at the same time minimize

unneeded investment.  What is the magnitude of this problem? How much is

actually spent on unneeded capital investments and their maintenance? What

do you think  of the following compromise plan? (I’ve sent this in a

separate email)

The best example is the situation of neonatal intensive care units (NICUs).  These units cost millions to construct.  NICUs are only effective at saving lives if they serve a sufficient volume of patients to maintain the expertise of a wide range of specialty staff, including physicians, nurses and ancillary staff such as respiratory therapists.  However, small NICUs are proliferating in California for a number of reasons: each hospital chain wants its own; they may attract maternity cases, almost all of which are insured either through MediCal or private insurance; and the state is not enforcing its own regulations on the issue.
Kaiser is one of the worst offenders. Almost every Kaiser hospital has a NICU, so that it can compete with other hospitals in the area, and with other neighboring Kaiser hospitals.  It has not figured out how to provide either rules or incentives to its doctors and administrators to make safe and efficient use of these specialty units.
Any carve out for Kaiser must depend on its demonstration that it has systems in place to allocate and use services both efficiently and in the interest of patient care.  It also must include a mechanism for coordinating the services available through Kaiser and elsewhere in the community.

5. page 13 re preventable hospitalizations. Can I see appendix B which is

the source for your statement that "preventable hospitalizations for acs

conditions cost a minimum of $4 billion annually. How come Lewin said we

would save (only) $3.2 billion by implementing a medical home system?

Appendix B is available online at the HCOP site, and provided to you earlier.
The Lewin analysis is debatable on this point.

6.  page 15 redressing excess of specialist, shortage of primary care docs.

Are there approaches other than mandatory limits/ratios on the number of

specialists / primary care docs trained that might, over time, redress the

imbalances? If we make the ratios mandatory, what political reaction do you

expect? 
This is an area where we could make progress in the short run.    Incremental solutions like National Health Service Corps, and corollary programs now supported by the State of California, should be revisited and strengthened. These programs identify underserved areas and support locating primary care physicians and dentists there.  Promising programs would make it easier for Latino immigrant clinicians to practice in underserved communities; I understand that  Assy. Firebaugh has introduced a bill on this topic.
National Medicare policy has long identified the shift to primary care as important, and has altered reimbursement formulas to encourage it.

The other important issue here is to create organized teams of clinicians that can adequately treat both primary and acute conditions.  My proposal describes a role for specialists in primary care offices; they may be the best clinicians to manage complex cases like AIDS or diabetes, or at least should be on the patient’s team. It is important to coordinate what specialists do and integrate them better into the delivery system.

Doctors will be more or less enthusiastic depending on their specialty.  Specialists have been under siege from managed care.  It is worth assessing their clout and resistance, compared with the benefits that could be documented from a rational program of training needed clinicians and organizing them into a reasonable delivery system.  This proposal could gain sufficient support from both clinicians and users. 
7. page 15 How can we finance the needed increases in nursing education

capacity?

A number of papers from UCSF, some referenced in my proposal, have looked at this question.  It is not insurmountable.
8. page 21  re designing regions  "sufficiently widely to minimize vested

interests in locating services in politically powerful areas". Can you

explain this concept. 
Template to avoid: district control over hospitals in LA.  No one wants to give up a hospital in their district.  As discussed above, need for the "base closure" approach.  (Alan Sager as you probably know thinks we should convert hospitals into long term care facilities and not demolish them, as LTC demand will soon increase.)

9. page 23  " because utilization and reimbursement is so low, first year

budget will have to anticipate an increase over prior year expenditures".

How much of an increase must we anticipate? Is it covered by the shift of

funds from admin, decreased cost of pharmaceuticals, money saved on

prevented hospitalizations etc? 

Lewin analysis suggests so.  There is an important question here, though, about the different sources of savings.  Administrative savings are guaranteed.  Preventing hospitalizations depends on a more effective delivery system, and won’t automatically flow from changing the financing system to a single payer. 

10.Clinician reimbursement by salary? At what levels would you set

salaries? How do you see these decisions being made?  Would you increase

primary care salaries and lower specialty physician salaries? 
A closer look at the Medicare methodology would be helpful, as Medicare has attempted to implement such a reimbursement shift over the last 15 years.
Decisions would be made by state agencies.  There are several models for doing this.  The state sets salaries now for some clinicians, as does the Public Health Service. The Mayo Clinic pays doctors on salary.  Most European systems and Canada rely at least in part on salary, and  combine them with other financial incentives (e.g. bonuses) and/or organizational incentives (team design) to motivate performance.

Yes, primary care salaries would be higher than present reimbursement, and specialists lower.  
11. You made very specific recommendations for consolidating

administration? Can you talk about your rationale for these recommendations?

These recommendations demonstrate how current  state agencies and functions can be reorganized to set the priorities of the health care system, and to accomplish these priorities.

12.  page 29 You put neither a floor nor a ceiling on the payroll tax. Can

you talk about your rationale for this?

Per our discussions with Jon Gruber, floors and ceilings are both inequitable and invite gaming by employers in setting wages.
13. Page 30 You talk about a tax on" aggregate payroll not on individual

paychecks". Can you explain this concept and how you would collect an

aggregate tax?  
Tax on business gross receipts, paid by employer; arguably and potentially less regressive than taxing individual income.

14. Page 30  "Drawing from the general fund is more invisible".  What is

the risk of co-mingling health dollars with the general fund? Is there

greater protection from being used for general fund purposes if health care

dollars are in a special fund? 
Yes, that's why I proposed this

15. page 31  using evidence-based practice as an approach to limiting

demand (if you actually wanted to limit demand). Are there studies or

experience elsewhere to support this approach? 
Yes, they are cited in the paper.  See the web page for the Institute for Clinical Systems Improvement: http://www.icsi.org/.  Use the links to Studies under Clinical Improvement, and to Publications.
Sample page at the end of this memo.
16.  page 32 Are there methods other than primary care gatekeepers which

you feel will best direct people to appropriate specialty care?

The proposal does not suggest primary care gatekeepers as they currently exist, i.e. a general medicine doctor who says yes or no to access to a specialist.  It does suggest that organized teams of clinicians are the basic units for primary care.  These teams can include general and advanced practice nurses as well as general medicine and specialty physicians.  These teams should best be able to direct patients to hospital-based specialists when hospitalization is required.

In addition, practice guidelines developed with the participation of clinicians, and coordinated by the state, should help guide referral decisions.  

One illustration of this kind of model is the UCSF breast cancer clinics, which include surgeons, nurses, and psychosocial support staff in the outpatient setting, where most care occurs.  The surgeon may be the primary caregiver, but coordinates with the rest of the staff.  Others are the Mayo Clinics, and the English group practice units.  Kaiser has elements of the system, but keeps primary care and specialists doctors operating pretty separately as solo practitioners, and rules are bureaucratic dictates rather than guidelines. 
The following page is from the Institute for Clinical Systems Improvement website:

http://www.icsi.org/methods.htm

	Clinical Improvement Methods
Evidence grading system
ICSI has developed a system for evaluating the evidence on which health care guidelines and technology assessment reports are based. The system includes an evaluation of individual research reports and an assessment of the overall strength of the evidence supporting a particular conclusion or recommendation. Quality of individual research reports is assessed using a rating system that is more quickly understood and more easily used by practcing physicians than many of the complex and lengthy scales available in the literature. The description of the system, excerpted from a recent article in the Joint Commission Journal on Quality Improvement, is available.
Process improvement reports
Process Improvement Reports are accounts of successful improvement efforts of medical groups that participate in ICSI. These reports will cover successful structures and strategies for improvement, innovative techniques for improvement such as the use of focus groups of patients and others, and local and national benchmarks.
The following reports are currently available:
#1 Quello Improvement Case Report on Diabetes
Quello increased both the rate of patients tested and those in glycemic control from 65% to 75% by the development of a patient registry, a systematic approach to diabetic education and management, and visit planning.
(Quello Clinic, 9/98)
#2 HealthPartners Improvement Case Report on Preventive Services
This report highlights the work of the best practice clinic within HealthPartners that has achieved rates over 90% of ten key preventive services up-to-date. Several creative processes have been developed, including a link between prescription refills and patient reminders, a strong patient education program with inventory maintenance by volunteers, and a strong group culture.
(HealthPartners, 11/98)
#3 CMGH Improvement Case Report on Diabetes
Central Minnesota Group Health increased both the rate of patients tested and those in glycemic control from 55% to 75% through the use of a designated nurse educator, patient registry, and other provider tools.
(Central Minnesota Group Health, 12/98)
#4 HealthEast Improvement Case Report on Asthma
HealthEast increased the rate of documentation of severity level (5% to 50%),
use of anti-inflammatories (85% to 97%), clinic peak flow meter readings (46% to 73%), and patients with peak flow meters at home (23% to 27%) for patients with asthma. Improvement efforts included staff and patient education, use of an asthma flow sheet, and ongoing review of results by the Asthma team.
(HealthEast, 12/98)
#5 Continual Improvement Collaboratives Within the Disease Management Strategy Program at Mayo Clinic, Rochester
Mayo Clinic's approach to utilizing teams to implement health care guidelines and improve care to patients.
(Mayo Clinic, Rochester, 12/99)
#8 HealthEast Patient Survey - Diabetes Education Program
HealthEast improvement efforts to increase patient self-management of their diabetes included the implementation of a Diabetes Education Program. Feedback was solicited from patients participating in the program to identify the types of education and follow-up patients needed to manage their diabetes.
(HealthEast, 12/99)
#10 HealthEast Improvement Case Report on Diabetes
HealthEast decreased the rate of patients with HbA1c > 9 from 36% to 16% and increased the rates of HbA1c, lipid and microalbumin testing and annual foot and eye exams by focusing improvement efforts in each of the six components of Dr. Wagner's chronic conditions model.
(HealthEast, 12/99)
#11 HealthPartners Improvement Case Report on Diabetes
HealthPartners implementation of Dr. Wagner's model for improving care for patients with chronic conditions resulted in improvement in patients with HbA1c levels < 8 from 47% to 69%, HbA1c levels > 10 from 12% to 7% and LDL < 130 from 58% to 65%.
(HealthPartners, 12/99)
#12 HealthSystem Minnesota Improvement Case Report on Anticoagulation Therapy
HealthSystem Minnesota increased the percent of patient INRs in prescribed therapeutic range, decreased inpatient stays for patients with DVTs, and increased the percentage of patients in an outpatient setting through an anti-coagulation initiative begun in 1997. Improvements were also made in the number of patients with DVT treated with Low Molecular Weight Heparin and in the number of eligible patients with atrial fibrillation who receive oral anticoagulation therapy.
(HealthSystem Minnesota, 11/99)
#13 North Clinic Patient Survey - Tobacco Cessation Program
North Clinic developed and implemented a Tobacco Cessation Program to provide support to patients in their efforts to quit smoking. This report describes the survey process undertaken to obtain feedback from patients participating in the program to help identify ways to improve the support provided.
(North Clinic, 12/99)
#14 Improving the Capacity for Care Improvement at HealthSystem Minnesota
Health System Minnesota (HSM) improved the capacity within their organization to make process improvements by developing a structure that supports quality improvement projects regardless of their focus or scope. This structure includes a commitment by leadership and the creation of the Supporting Best Care Department that provides support, education, measurement and financial resources to improvement initiatives across the organization.
(HealthSystem Minnesota, 4/00)
#15 Chronic Obstructive Pulmonary Disease Focus Group Report
Summary of two patient focus groups: one group newly diagnosed, the other with indications of progression of the condition. The discussion focused on understanding the impact of COPD on patients' lives, what was understood about COPD, and the patients' informational preferences.
(ICSI, 11/99)
#16 Primary Care Delivery System at Quello Clinic, Ltd.
Quello Clinic, Ltd. developed a primary care delivery system model that
addresses the continuum of care including: population identification,
previsit planning, decision support, preventive intervention (care planning), self-management support, planned follow-up and performance evaluation.
(Quello Clinic, 7/00)
#17 Patient Registries for Diabetes: Three Medical Groups' Experience
Three medical groups that developed strong patient registries were interviewed about how they used them. From these discussions, three key uses of the patient registry surfaced: to identify patients needing recall for care, to prompt care during patient visits at the clinic, and to track performance and provide feedback on the overall patient population.
(HealthEast, HealthPartners & Mayo Clinic, 3/01)
#18 Sustaining Improvement in Preventive Services: Three Medical Groups' Experience
Three medical groups that reached the goal of improving by 50% the percentage of preventive services up-to-date maintained the goal for at least one year and continued to increase their overall percentages of preventive services up-to-date. In interviews with guideline managers from these medical groups, four key components for sustaining improvement emerged: ongoing training and communication to staff, measurement, systems approach, and patient awareness and satisfaction.
(HealthPartners, Park Nicollet Health Services & Quello Clinic, 3/01)
#19 Family HealthServices Minnesota, P. A. Improvement Case Report on Asthma
Family HealthServices Minnesota increased the rate of physician documentation of asthma severity (22% to 35%), the rate of patients using a peak flow meter for home monitoring (22% to 46%), the proportion of patients with asthma education documented (65% to 81%), and the rate of patients with annual spirometry (8% to 50%).
(Family HealthServices Minnesota, 3/01)
#20 Improvement Case Report on Access to Care: Fairview Red Wing Clinic;
Family HealthServices MN, East Metro Family Practice-Gorman Clinic; HealthPartners Medical Group-Bloomington Clinic; and North Clinic
The average waiting time for an appointment, as measured by the "number of days to 3rd next available appointment" was significantly reduced in all four medical groups.
(Fairview Red Wing Clinic; Family HealthServices MN, East Metro Family Practice-Gorman Clinic; HealthPartners Medical Group-Bloomington Clinic; and North Clinic; 12/00)
#21 Acute Chest Pain Initiative at Park Nicollet Health Services
PNHS began the initiative in 1999 to shorten the length of time for patients
presenting in the emergency room to get a stress test and to be diagnosed. This report lists the process changes made in the emergency department, cardiac lab, and inpatient setting.
(Park Nicollet Health Services, 6/01)
#22 CentraCare Health System Improvement Case Report: Improving Colon Cancer Screening Rates
Colon cancer screening rates exceeding 75% were obtained in two of four clinic sites.
(CentraCare Health System, 10/01)
#23 North Clinic Improvement Case Report: Application of Advanced Access Changes to Improve Mammography Waiting Time and Rates
North Clinic applied advanced access methods to mammography appointments. Mammography up-to-date increased from 72% to 83% and the average number of days until the next available mammography appointment decreased from 40 to 18.
(North Clinic, 10/01) 
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