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Overview
The Florida Hospital Association (FHA) supports achieving a reformed health care system that provides universal access for all Americans to quality and affordable health care. We believe that all stakeholders in the current system must embrace change and equitably share in the cost of expanding health care coverage.  Further, we believe that health reform must include delivery system realignment and appropriately promote through payment, the highest quality care at the lowest possible cost to all patients and insurers.  However, transitioning from our current fragmented system of care must be thoughtfully and carefully accomplished.  Amidst the discussion about restructuring reimbursement around value rather than volume, as well as the geographic differential in Medicare payments, it is imperative that Medicare payments, now and into the future, fully capture legitimate differentials in the cost of providing high quality care in different geographic regions of the nation.  

Payment methodologies should be designed to promote high quality care and lower cost by moving away from volume based payment to outcome oriented payment formulas. To accomplish this goal, it is critical to recognize all factors driving costs. While inappropriate utilization of services is one factor, Florida faces a daunting combination of challenges that include: 


· Large number of Medicare enrollees;

· Enormous number of uninsured individuals and illegal immigrants; 

· High labor costs; and

· Health professional shortages. 

Using Florida's demographic trends as a foundation for FHA's analysis of certain provisions of the House Tri-Committee bill (H.R. 3200), this white paper outlines FHA's concerns with Sections 1157, 1158 and 1159 of the bill, and provides FHA's perspective on the Independent Medicare Advisory Council (IMAC) currently being discussed by policymakers.

Issue #1 – Area Wage Study & Adjustments (Sections 1157 and 1158)
Section 1157 requires the IOM to do a study of the Medicare area wage index and make recommendations to the Secretary on potential wage index adjustments. (The area wage index is an adjustment factor applied to Medicare payments to reflect workforce costs in a given geographic area.)

Section 1158 requires the Secretary to alter geographic payment adjustment factors based on the study's recommendations in order to increase Medicare to rural and other lower-cost areas of the 

country. As written, there is a “hold harmless” provision which would prevent the Secretary from lowering payments to higher cost (particularly urban) areas.  
FHA wants to ensure that Section 1157 provides Congress the opportunity to reviews the study's recommendations and take action on its own to adjust area wage indices if Members deem appropriate. Furthermore, FHA believes it is imperative that the hold harmless provision in Section 1158, remain in tact so as to prevent a significant redistribution of Medicare funding, as well as faculty physicians, from states like Florida to other parts of the country. 
FHA urges our Delegation to include language in Section 1157 that provides Congress with the opportunity to review the IOM study and act on its findings. FHA also urges the Delegation to request that the hold harmless provision remain in the bill. Failure to do so could have a detrimental effect on large, more urban states like Florida that have higher labor costs, as well as unintentionally endanger the vulnerable patients that health reform legislation intends to protect.  

Issue #2 – Value Index Study (Section 1159) 

Section 1159 was added to the House Tri-Committee bill as part of the Ways & Means Committee's manager's amendment. This section would require the IOM to study geographic variation in payments.  Findings would be reported back to the Congress and the Secretary for further consideration.  
FHA wants to ensure that there are no changes in the language to allow HHS to alter payments without further consultation of Congress. Some studies have suggested that the nation should move quickly to eliminate variations in Medicare spending by reallocating resources among health care providers. However, over-utilization (and under-utilization) contribute to variations in Medicare spending. In addition, the seriousness of a patient's illness and a physician's preferred treatment methods, as well as a patient's socioeconomic status, contribute to the cost variations.  

The work of Elliot Fisher and other Dartmouth researchers in identifying geographic variations in Medicare spending across different regions of the country has prompted serious discussion of proposals to find savings from the Medicare program by reducing payments to higher-cost areas. While the Dartmouth data demonstrate that cost variations exist, it does not show why they exist. In general, race, socio-economic status and other cultural/demographic factors are not adequately considered in the Dartmouth data. 
The unique health status of populations in different parts of the country, as well as the different costs to care for these patients, are evident when one compares the population in Florida to that of Hawaii, but not reflected in the Dartmouth data. For example, twenty percent of Florida's population is uninsured, while only 8 percent of Hawaii's residents are uninsured. Florida also has a higher rate of childhood obesity, cancer, death from heart disease and violent crime than 

Hawaii. All of these trends help to explain why it costs more to treat patients in Florida than it does in a state like Hawaii.

The Dartmouth data raises more questions than it answers about why these variations are occurring. A policy approach relying solely on data on cost variations without a thorough understanding of the causes of these variations could harm patients and penalize those who care for the most complex cases, such as hospitals in states like Florida with a large number of urban areas. 

FHA urges our Delegation to ensure the language allows Congress to review the findings of the IOM study and consider whether  payment adjustments are appropriate. If HHS were allowed to and alter payment distribution without meaningful Congressional oversight, this could result in potentially catastrophic, unintended consequences. Instead, FHA recommends that Congress continue to seek these answers through careful study so that policymakers and providers can further improve delivery and treatment. 
Issue #3 – Independent Medicare Advisory Council (Section 1159) 

There are two proposals under consideration by Congress that would create a new federal entity with broad authority to cut Medicare spending by targeting provider payments. A White House proposal would create an Independent Medicare Advisory Council (IMAC). This entity would be an executive branch agency, with members appointed by the president. A similar proposal by Sen. Jay Rockefeller (D-WV) and Rep. Jim Cooper (D-TN) would vastly expand the powers of the current Medicare Payment Advisory Commission (MedPAC). 
FHA wants to ensure that a new entity may not adjust reimbursement rates for Medicare providers without Congressional oversight.  The Rockefeller/Cooper proposal requires three-fifths of both the House and the Senate to vote down the recommendations.  The White House proposal, after the president’s up-or-down approval of the recommendations, gives Congress 30 legislative days to pass a joint resolution opposing the recommendations, or they would be implemented.  The president could veto the resolution, thereby requiring a two-thirds vote to override his veto.  These proposals are far different from the current MedPAC, whose charge is to advise Congress on Medicare payment issues, but whose recommendations are non-binding.
FHA urges our Delegation to recognize that the IMAC proposals represent an extreme shift of authority from the Legislative to the Executive Branch.  This new body would have authority to set Medicare payment rates, in effect constituting a “SuperMedPAC.” Under the draft proposal, IMAC recommendations on payments to hospitals, physicians and other providers would become law if approved by the President, unless explicitly blocked by Congress. As with the attempts to empower the Secretary to enact changes in Medicare payments based on geographic variations, this proposal would further reduce Congressional input in setting Medicare payment policy. For all of these reasons, FHA urges Congress to reject the inclusion of any IMAC or similar entity in health care reform legislation that eliminates appropriate Congressional oversight in setting payment policy. 
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