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Washington, D.C. 20510

Dear Mr. Park and Ms. Eisinger:

Iowa Health System writes in response to the request by the Senate Finance Committee bipartisan staff for public comment on the ‘‘Discussion Draft of Medicare Hospital Value-Based Purchasing Plan.”  We appreciate the opportunity to share our views on this topic.

Initially formed in 1995, Iowa Health System is Iowa's first and largest integrated health-care system, serving nearly one of every three patients in the state.  Iowa Health System includes hospitals in seven large Iowa communities and in Rock Island and Moline, Ill., a system of hospitals in 14 rural communities and group practices of physicians and clinics in 71 communities in Iowa, Illinois and Nebraska.  Iowa Health System has one of the largest workforces in the state, with nearly 20,000 employees and annual revenues of almost $2 billion.  Each year, through more than 1.8 million patient visits, its hospitals and clinics cover virtually every medical specialty and provide a full range of care.  Iowa Health System is the seventh largest non-Catholic health system in America.

 Iowa Health System Supports a “Pay-for-Value” Model

Iowa Health System fully embraces a “Pay-for-Value” model.  Our hospitals have participated in the Medicare “Pay-for-Reporting” model and have monitored the CMS Hospital Quality Incentive Demonstration that has required reporting process and outcome measures in five clinical areas related to heart attack, heart failure and pneumonia.  Results from these projects have demonstrated quality improvements in the episodic measured clinical areas.  

These projects have been important first steps in improving the quality of care delivered to Medicare beneficiaries in the inpatient hospital setting.  The projects provided insight into quality and performance in the prescribed clinical areas and have opened the door to broader discussion and legislation that will require a certain level of performance standards from America’s hospitals.  These programs were designed in a manner and methodology that was workable for the respective agencies to administer.  With these programs agencies can easily track, follow and measure process.  Following certain processes this will most often lead to better results.  However, quality outcomes are more difficult to measure than process.  It is hard for a federal agency, hundreds of miles away from the hands-on care of the patient, to look at documentation and assess quality health-care results.  This has been one of the major hurdles in developing a reimbursement system that pays for quality outcomes.
VBP is the Right Next Step; but not as Written
We view the natural next step in quality-based payment reform as adoption of a value-based purchasing (VBP) program in the hospital inpatient setting.  Direct association of financial reward with quality outcomes when treating specific conditions is a desirable step forward to reform provider reimbursement.  This approach will encourage the best providers to become even better.  This is essential because top performers tend to be the providers advancing state-of-the-art health-care services.  Encouraging further improvement by already excellent providers raises the bar of improvement for others.  However, the reimbursement model needs to reward not only the correct process, but the right result over an entire episode of care.
This brings us to the major weakness we have identified in the proposed VBP program as proposed by the discussion draft.  The intention is to reward or penalize providers for reporting quality activities and how well they perform on certain quality measures/indicators.  The easiest way for the federal agencies to do this is to simply build on the pay-for-reporting program.  The issue with morphing a pay-for-reporting program into a value-based purchasing program is that only process measures for treatment of a few conditions of care are measured.  The proposed VBP reimbursement model is biased toward treatment of acute episodes of care rather than rewarding patient value across the entire episode of care.  We believe a VBP reimbursement system much be much more comprehensive than this.  Value and cost can only be measured during an entire episode of care.  It is the result of all the interventions taken together in treating an illness that matter; not individual services or success with a specific process measured in a couple of days of hospital care. 
A VBP Model should Modify Current Payment Systems to Encourage Collaboration among Health-Care Providers
This VBP model as drafted reinforces fragmentation in care.  To do so is contrary to our understanding of Congressional goals for health-care reform during the next decade.  Our impression is that new quality measures for hospital and physician performance would be designed to encourage providers to work together toward common quality improvement goals.  Policymakers have identified a major flaw under current payment systems:  hospitals, physicians, and other health-care providers are not encouraged to work together to improve patient care throughout the course of a patient’s illness.  Concentrating payment around measurement of success for a few conditions as this VBP model does, discourages collaboration and accountability among health-care providers.

Our suggestion is that rather than building upon a “Pay-for-Reporting” model based on reward of following process, Congress move to a VBP model that bundles payments and rewards results during the course of a patient’s illness.  The former may have been easier from an agency administration standpoint; but the latter is what is needed in patient care.
Value in health care is determined by addressing the patient’s particular medical condition during the entire spectrum of care—from monitoring and prevention to treatment to ongoing disease management.  It is the entire continuum of care upon which a VBP reimbursement system should be grounded.  True value can only be measured over a full cycle of care that begins with prevention and continues through recovery and longer-term management of the condition to limit recurrence.  The relevant time horizon may be months and certainly will not always be contained to a fiscal year.  Rewarding results in addressing medical conditions over the episode of care will require a move to joint accountability across providers of primary care, specialists, hospitals and home health care.  Care needs to be organized around medical conditions and medically integrated across specialties, treatments and services over time.  As an integrated health system, these elements are what we are looking for in a VBP reimbursement model.  
We appreciate the opportunity to share our thoughts on the discussion draft.  Iowa Health System is committed to achieving quality outcomes at the lowest possible price and being involved in the formation of legislation that promotes these principles.  We recognize that a significant amount of time and effort has been put into the research, examination and recommendations in the discussion draft, and we look forward to discussing these issues further.

Sincerely,
William B. Leaver
