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PREFACE

In summer 2015—mnearly 18 months before America elected its new president and
health reform resumed center stage in the policy arena—the National Academy
of Medicine (NAM, formerly the Institute of Medicine) launched Vital Directions
for Health and Health Care, a major policy initiative that brought together leading
experts from across the nation to identify the most promising opportunities to
improve health and health care in the United States. The initiative was born out
of anticipation of a new administration and recognition that health and health
care in the United States, while having achieved significant recent advance-
ments—including reduced overall mortality, accelerated technological innova-
tion, and a record-low uninsured rate—still faces critical challenges. Perhaps
most notably, health care costs are rising at an unsustainable rate. The United
States spends more than $10,000 per person per year on health care, amounting
to a total of $3.2 trillion, or 18 percent of national GDP. Unsurprisingly, studies
continue to indicate that our health system is inefficient; in 2013, the Institute of
Medicine estimated that upwards of $750 billion of health care spending could
be attributed to excess costs. And, evidence is mounting that inefficient health
care spending is crowding out investments in critical social services and other
priority areas for improving population health. So, despite our great investment,
we fail to see a corresponding improvement in health outcomes; in fact, we fall
measurably behind our international peers across important measures of access,
equity, and efficiency. This concerning trend has been acknowledged and writ-
ten about for years, and there is a great need for a strategic framework to help
policymakers tackle these issues.

As America’s most trusted health advisor, the NAM is committed to illumi-
nating pressing issues that require attention and remediation, and to guiding
and informing health leaders and policymakers about the best possible solutions.
Past reports from the National Academies have helped shape the nation’s health
agenda—from the response to the AIDS epidemic to the crisis of medical error,
from recommended dietary intakes to a safe vaccine schedule for children.
We launched Vital Directions in keeping with this valued tradition. Under the
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leadership of an 18-member, nonpartisan steering committee, we commissioned
over 150 of our nation’s best researchers and health policy experts to assess
19 prominent areas in health, health care, and biomedical science. In complet-
ing their assessments, authors were asked to go beyond simply describing the
pressing challenges and issues, and instead to focus on identifying the most
promising and tangible policy opportunities to achieve progress. In keeping
with the charge, they proposed approximately 68 recommendations across the
19 expert papers contained in this volume.

The steering committee next undertook the task of synthesizing and priori-
tizing the experts’ recommendations. The committee found four key action
priorities—pay for value, empower people, activate communities, and connect care—and
four essential infrastructure needs—measure what matters most, modernize skills,
accelerate real-world evidence, and advance science—that resonated across the papers
as the most essential levers for advancing American health, health care, and
scientific progress. Nonpartisan and rooted in an extensive evidence base, these
eight vital directions constitute a comprehensive and succinct framework for
improving health that spans well beyond the current discussions and debates
around insurance coverage. And, while very important, reforming coverage
alone cannot drive the change that is needed. For coverage to have value, the
health system must work toward attaining its fullest potential. As such, these
eight directions are essential to future health policy legislation and related
program activities, and represent the fundamental principles around which any
approach to health reform should be structured.

Finally, the importance of the Vital Directions initiative in the existing policy
context cannot be overstated. Health reform is currently the subject of intense
political polarization and scrutiny—discussions sometimes so sharp that they
obscure focus on the issues that matter most in improving health and health
care. In taking on this initiative and executing its work, the NAM strove to
rise above the partisan rhetoric and debate to provide independent, impartial,
and strong evidence-based policy guidance, and to refocus needed attention
on shared goals and common principles. Beyond presenting a blueprint to
drive needed progress toward better health care and lower costs, the initiative
has sought to provide an avenue for bipartisan leadership and policymaking
in health.

We are at a critical inflection point for health and health care in the United
States. The challenges are great, but the opportunities to achieve progress are
even greater. Altogether, the evidence suggests that refocusing is essential, and
that our health policy framework must evolve to fully capitalize on the knowledge
and capacity we now have to improve health and more efficiently deliver care.
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We hope that our colleagues, community and health leaders, and policymakers
at all levels will use and implement the Vital Directions framework as they seek
to drive meaningful change and achieve better health for all.

—VICTOR J. DZAU AND MARK B. MCCLELLAN
Co-Chairs, Vital Directions for Health & Health Care
May 2017
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VicTor J. Dzau, MD, MARK B. MCCLELLAN, MD, PHD, SHEILA P. BURKE, MPA, RN,
MoLry J. CoYE, MD, THE HONORABLE THOMAS A. DASCHLE, ANGELA D1az, MD,
PuD, MPH, THE HONORABLE WILLIAM H. FrisT, MD, MARTHA E. GAINES, JD, LLM,
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RuTH M. PARKER, MD, LEwI1s G. SANDY, MD, LEONARD D. SCHAEFFER, GLENN D.
STEELE, JR., MD, PHD, PAMELA THOMPSON, MS, RN, AND EL1AS A. ZERHOUNI, MD

he United States is poised at a critical juncture in health and health care.

Powerful new insights are emerging on the potential of disease and disability,
but the translation of that knowledge to action is hampered by debate focused
on elements of the Affordable Care Act that, while very important, will have
relatively limited impact on the overall health of the population without attention
to broader challenges and opportunities. The National Academy of Medicine has
identified priorities central to helping the nation achieve better health at lower cost.

CONTEXT: FUNDAMENTAL CHALLENGES

Health care today is marked by structural inefficiencies, unprecedented costs,
and fragmented care delivery, all of which place increasing pressure and burden
on individuals and families, providers, businesses, and entire communities. The
consequent health shortfalls are experienced across the whole population, but
disproportionately impact our most vulnerable citizens due to their complex
health and social circumstances. This is evidenced by the growing income-related
gap in life expectancy for both men and women (Figures 1-1 and 1-2). Today,
higher-income men can expect to live longer than they did 20 years ago, while
life expectancy for low-income males has not changed. Higher-income women
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are also anticipated to live longer, but life expectancy for low-income women
is projected to decline.

Beyond systemic and structural issues, this country is faced with serious public
health challenges and threats: emerging infectious diseases; an evolving opioid
epidemic; alarming rates of tobacco use, obesity, and related chronic diseases;

90
88.8 Wealthiest

/ 87.8 Upper-middle income
85

83.4 Middle income

o
o
<

v /

78.3 Lower-middle income
—® 76.1 Poorest
75
1980 2010
Year

FIGURE 1-1 | Widening inequality in life expectancy for men in the United States.
SOURCE: Data from NASEM, 2015.
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FIGURE 1-2 | Widening inequality in life expectancy for women in the United States.
SOURCE: Data from NASEM, 2015.
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and a rapidly aging population that requires great support from our health care
delivery and financing systems. Following are summarized fundamental challenges
with which our health and health care system must be better prepared to contend.

Persistent Inequities in Health

In spite of the United States’ great investment in health care services and the
state-of-the-art health care technology available, inequities in health care access
and status persist across the population and are more widespread than in peer
nations (Lasser et al., 2006; Avendano, 2009; van Hedel et al., 2014; Siddiqi et
al., 2015). Over the past 15 years, individuals in the upper income brackets have
seen gains in life expectancy, while those in the lowest income brackets have
seen modest to no gains (Chetty et al., 2016). And, while health inequities are
seen most acutely across socioeconomic and racial/ethnic lines, they also emerge
when comparing other characteristics such as age, life stage, gender, geography,
and sexual orientation (Braveman et al., 2010; Artiga, 2016). However, health
status 1s not predetermined; rather, is the result of the interplay for individu-
als and populations of genetics, social circumstances, physical environments,
behavioral patterns, and health care access (McGinnis et al., 2002). Similarly,
inequities in health are not inevitable (Adler et al., 2016; McGinnis et al. 2016);
efforts to lessen social disadvantage, prevent destructive health behaviors, and
improve built environments could have important health benefits.

Rapidly Aging Population

By 2060, the number of older persons (ages 65 years or older) is expected to
rise to 98 million, more than double the 46 million today; in total population
terms, the percentage of older adults will rise from 15 percent to nearly 24
percent (Mather et al., 2015; ACL, 2016). This trend is explained by the fact
that people are living longer and the baby boomers are entering old age. The
aging population is placing increasing demand on our health care delivery,
financing, and workforce systems, including informal and family caregivers. As
more and more people age, rates of physical and cognitive disability, chronic
disease, and comorbidities are anticipated to rise, increasing the complexity
and cost of delivering or receiving care. In particular, Medicare enrollments
and related spending will rise, as will Medicaid and out-of-pocket spending
for long-term care services not provided under Medicare (CMS 2016a; ACL,
2016). Ensuring that the elderly can be adequately cared for and supported will
require greater understanding of their social, medical, and long-term needs,
as well as workforce skills and care delivery models that can provide complex
care (Rowe et al., 2016).
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New and Emerging Health Threats

US public health and preparedness has been strained by a number of recent
high-profile challenges, such as lead-contaminated drinking water in several of our
cities; antibiotic resistance; mosquito-borne illnesses such as Zika, Dengue, and
Chikungunya; diseases of animal origin, including HIV, influenzas, Severe Acute
Respiratory Syndrome (SARS), Middle East Respiratory Syndrome-Coronavirus
(MERS-CoV), and Ebola; and devastating natural disasters, such as hurricanes
Sandy and Katrina (Morens and Fauci, 2013). The emergence of these threats,
and in some cases the related responses, highlights the need for the public health
system to better equip communities to better identify and respond to these threats.

Persisting Care Fragmentation and Discontinuity

While recent efforts on payment reform have aimed to advance coordinated
care models, much of health care delivery still remains fragmented and siloed.
This is particularly true for complex, high-cost patients—those with funda-
mentally complex medical, behavioral, and social needs. Complex care patients
include the frail elderly, those who are disabled and under 65 years old, those with
advanced illness, and people that have multiple chronic conditions (Blumenthal et
al, 2016). High-need, high-cost patients comprise about 5 percent of the patient
population, but drive roughly 50 percent of health care spending (Cohen and
Yu, 2012). Individuals with chronic illness and/or behavioral health conditions
often experience uncoordinated care which has been shown to result in lower
quality care, poorer health outcomes, and higher health care costs (Druss and
Walker, 2011; Frandsen et al., 2015).

Health Expenditure Costs and Waste

It is widely acknowledged that the United States is experiencing unsustainable
cost growth in health care: spending is higher, coverage costs are higher, and the
costs associated with gaining access to the best treatments and medical technolo-
gies are similarly increasing. In 2015, health care spending—including spending
by the federal government, state and local governments, households, and private
businesses—grew 5.8%, totaling $3.2 trillion or close to 5.8 percent, of GDP.
Of that, it has been estimated that approximately 30 percent can be attributed
to wasteful or excess costs, including costs associated with unnecessary services,
inefficiently delivered services, excess administrative costs, prices that are too
high, missed prevention opportunities, and fraud (IOM 2010, 2013). Resources
consumed in this way represent significant opportunity costs both in terms of
higher-value care that could be pursued, and in terms of the social, behavioral,
and other essential services necessary for effective care and good outcomes. Figure
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1-3 shows how rising federal spending on health care programs, as a percentage
of GDP, is outpacing and compressing other parts of the federal budget.

Constrained Innovation Due to Outmoded Approaches

The United States has long been a global leader in biomedical innovation, but
our edge is increasingly at risk due to outdated regulatory, education, and training
models. In the drug and medical device review and approval process, uncertainty
and unpredictability around approval expectations adds complication, delay, and
expense to the research and development process, and can translate to a disincentive
to investors (Battelle, 2010). Simultaneously, there are concerns that the move-
ment toward population-based payment models may stifle innovation and patient
access by placing excessive burden on manufacturers to demonstrate the value
of their products upfront in approval and reimbursement decisions. Further, our
biomedical education and scientific training pathways are outdated and fragmented
(Kruse, 2013; Zerhouni et al., 2016). Talented young scientists are increasingly
discouraged from pursuing careers in biomedical research due to rising educational
requirements and tuition costs combined with uncertain career pathways.
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FIGURE 1-3 | Historical and projected federal spending: health care and other programs.
SOURCE: Data from Congressional Budget Office.
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CONTEXT: REALISTIC TOOLS

The good news is that the nation is equipped to tackle these formidable challenges
from a position of unprecedented knowledge and substantial capacity. Locally and
nationally, new models of care delivery and payment are emerging that seek to
reduce waste by rewarding value over volume, are more patient-centric, and are
driving better care coordination and integration. The rise of digital health tech-
nology has opened the door to enhanced health care and provider access, greater
patient engagement, as well as data and tools to support more personalized and
tailored health care. Further, increased recognition of the importance of com-
munity and population health strategies has helped foster a greater system-wide
focus on prevention and overall health promotion opportunities. And, thanks to
major advancements and continued innovation in biomedicine and technology,
diagnostic capabilities and treatments have expanded greatly, allowing Americans
to live longer, more productive lives. Following are several of the crosscutting
opportunities for progress identified over the course of the initiative and its work.

A New Paradigm of Health Care Delivery and Financing

Against the backdrop of fee-for-service payment models that can incentivize
unnecessary or duplicative care, progress is underway toward a more value-based,
person-centric approach. This transformation represents a common effort stemming
from the initiative from many quarters—health care leaders, providers, policymak-
ers, and academic experts—responding to rising health care costs, deficiencies in
care quality, and inefficient spending. Under fee-for-service, health care services
are paid for by individual units, incentivizing providers to order more tests and
administer more procedures, sometimes irrespective of need or expected benefit to
the patient. In contrast, value-based, alternative payment models (APMs) incentiv-
ize providers to maintain or improve the health of their patients, while reducing
excess costs by delivering coordinated, cost-effective, and evidence-based care.

Fully Embracing the Centrality of Population and Community Health

With the increasing emphasis on value-based care, and with increasing recog-
nition that factors outside of health care are among the strongest determinants of
the health and health care needs of individuals and population segments, efforts
are growing to strengthen the activities, tools, and impact related to community
health in US health care today (Kindig and Stoddart, 2003). It is increasingly
acknowledged that effective measures to improve health status and health out-
comes over groups and over time require tending to the conditions and factors
that affect individual and population health over the life course, including social,
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behavioral, and environmental determinants. While health care in the United
States has developed on a track substantially apart from, and generally uncoordi-
nated with, programs directed to the other determinants (Goldman et al., 2016),
great gains stand to be achieved if they are more effectively integrated into care
delivery and planning.

Increased Focus on Individual and Family Engagement

While calls to more effectively and meaningtully engage patients and their
families in care design and decisions are not new, the awareness of the importance
to clinical outcomes has increased substantially, as have the tools to facilitate
that engagement (Topol, 2015). Today, there is increased focus on expanding
the roles of individuals and families in not only designing and executing health
care regimens, but in measuring progress, and in developing and testing new
and innovative treatments. Across the care continuum, there is greater recogni-
tion that patients and families—as the end-users of the services provided—are
an integral part of the decision process, whose engagement, understanding,
and support is imperative to individual health and well-being, as well as system
efficiency, quality, and overall performance.

Biomedical Innovation, Precision Medicine,
and New Diagnostic Capabilities

Biomedical science and innovation has accelerated at a tremendous pace, and,
with increasing knowledge, available treatments, and technologies to combat
illness and disease, Americans are able to live longer, healthier lives. Since the
1980s, nearly 300 novel human therapeutics have been approved covering more
than 200 indications (Evens and Kaitin, 2015). Breakthroughs in biotechnol-
ogy have generated new treatments and cures for diseases that were previously
untreatable or could only be symptomatically managed, such as cardiovascular
disease, HIV, and hepatitis C. Diagnostics have also become more sophisticated
and precise, as diagnostic capabilities have expanded. Today, the field of precision
medicine is emerging and has the potential to transform medicine by tailoring
diagnostics, therapeutics, and prevention measures to individual patients (Dzau
et al., 2016). Precision medicine has great promise to improve care quality by
delivering more accurate and targeted treatments, and increase care efficiency
by reducing the use of multiple and/or ineffective tests and therapies.

Advances in Digital Technology and Telemedicine

The ability exists to build a continuously learning health system (IOM,
2007; 2013). Health and health care are being fundamentally transformed by
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the development of digital technology with the potential to deliver informa-
tion, link care processes, generate new evidence, and monitor health prog-
ress (Perlin et al., 2016). Health information technology includes electronic
health records (EHRSs), personal health records, e-prescribing, and mHealth
(mobile health) tools, including personal health tools, such as personal well-
ness devices and smartphone apps, and online peer support communities
(ONC, 2013). All of these technologies are changing the way the health
system operates, how individuals interact with the health system and one
another, and the data available to monitor and improve health and make care
decisions. Technological advances in the health arena have also enabled the
rise of telemedicine, which allows patients and clinicians to interact with
one another remotely.

Promise of “Big Data” to Drive Scientific Progress

Rapid advancement in cost-effective sensing and the expansion of data-collecting
devices have enabled massive datasets to be continuously produced, assembled, and
stored. The amount of high-dimensional data available is unprecedented and will
only continue to grow. If effectively harnessed and curated, big data could enable
science to “‘extend beyond its reach” and allow technology to become more “adap-
tive, personalized, and robust” (NRC, 2013). In particular, these large-scale data
stores have the potential to reveal and further our understanding of subtle popula-
tion patterns, heterogeneities, and commonalities that are inaccessible in smaller
data (Fan et al., 2014). Using big data, we can learn more about disease causes and
outcomes, advance precision medicine by creating more precise drug targets, and
better predict and prevent disease occurrence or onset (Khoury and Ioannidis, 2014).

THE NATIONAL ACADEMY OF MEDICINE INITIATIVE

In 2015, mindful of the 2017 transition in the US presidency, the National
Academy of Medicine (NAM, formerly the Institute of Medicine) launched
an initiative to marshal and make available the best possible health and health
care expertise and counsel for the incoming administration, policymakers, and
health leaders across the country. In doing so, the NAM is responding to the
chartered mandate of the National Academies and its long-standing record of
providing trusted and independent counsel. Appropriate to the centrality of the
issues, this initiative is named Vital Directions for Health & Health Care. This paper
synthesizes the range of compelling opportunities identified over the course of
the initiative and presents strategic priorities for the next administration and the
nation’s health leaders to undertake now and in the years ahead.
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To guide the initiative, the NAM convened a Steering Committee of respected
leaders from the health, health care, science, and policy communities (Box 1-1).
Although the activity is expressly nonpartisan, participants include those who
have held cabinet-level posts and key legislative responsibilities under both
major parties.

BOX 1-1

Vital Directions Steering Committee Members

Victor J. Dzau, MD, National Academy of Medicine (Co-Chair)
Mark B. McClellan, MD, PhD, Duke Margolis Health Policy Center (Co-Chair)
Sheila P. Burke, MPA, RN, Harvard Kennedy School

Molly J. Coye, MD, AVIA

The Honorable Thomas A. Daschle, The Daschle Group
Angela Diaz, MD, PhD, MPH, Mount Sinai School of Medicine
The Honorable William H. Frist, MD, Vanderbilt University
Martha E. Gaines, JD, LLM, University of Wisconsin Law School
Margaret A. Hamburg, MD, National Academy of Medicine
Jane E. Henney, MD, National Academy of Medicine

Shiriki K. Kumanyika, PhD, MPH, University of Pennsylvania
The Honorable Michael O. Leavitt, Leavitt Partners

J. Michael McGinnis, MD, MPP, National Academy of Medicine
Ruth M. Parker, MD, Emory University School of Medicine
Lewis G. Sandy, MD, UnitedHealth Group

Leonard D. Schaeffer, University of Southern California

Glenn D. Steele, Jr., MD, PhD, xG Health Solutions

Pamela Thompson, MS, RN, American Hospital Association (ret.)
Elias A. Zerhouni, MD, Sanofi

The Vital Directions initiative is rooted in a vision of a health system that per-
forms optimally in promoting, protecting, and restoring the health of individuals
and populations, and helps each person reach their full potential for health and
well-being (Figure 1-4). To achieve this vision requires simultaneously pursuing
three core goals for the nation—better health and well-being, high-value health
care, and strong science and technology—through advancing strategic action
priorities and essential infrastructure needs.
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THE VISION

A health system that performs optimally in promoting, protecting,
and restoring the health of individuals and populations, and helps each
person reach their full potential for health and well-being.

CORE GOALS

Better Health High-value Strong Science
& Well-Being Health Care & Technology

ACTION PRIORITIES

e Pay for value e Activate communities
e Empower people e Connect care

ESSENTIAL INFRASTRUCTURE NEEDS

* Measure what matters most e Accelerate real-world evidence
e Modernize skills e Advance science

FIGURE 1-4 | Vital Directions framework.

Based on invited suggestions from the public, health and health care com-
munities, and their own collective evaluation, the steering committee identi-
fied for assessment the most important issues to realizing the nation’s health
prospects, now and in the years ahead, ultimately selecting 19 issue areas across
the 3 goals (Box 1-2). More than 150 of the best-respected health leaders and
scholars in the nation were invited to analyze the 19 issue areas in the form of
expert discussion papers. For each issue area, authors were asked to identify
the key challenges and strategic opportunities for progress—recommended vital
directions—and to offer suggestions on effective ways for policymakers to act
on those opportunities.

Each paper underwent a rigorous peer review and revision process before being
posted on the NAM website for public review and comment, and then published
in final form. In addition, summaries of the papers were published as Viewpoints
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in the Journal of the American Medical Association (JAMA). On September 26,

k)

2016, the NAM hosted a public symposium—*"“A National Conversation”—to
discuss and receive stakeholder feedback on the recommendations proposed in
the discussion papers, to explore crosscutting themes and priorities, and identify
outstanding issues and questions. The comments received at the symposium, in
response to the web posting, and in response to the JAMA publication informed
the final versions of the papers, and were a resource for our identification of the

priorities presented below.

VITAL DIRECTIONS FOR HEALTH AND HEALTH CARE:
THE PRIORITIES

Across the total of 68 recommended vital directions identified by the 19 author
groups—each important to progress in health, health care, and biomedical
science—certain elements are clearly common to each. It is those elements that
we present as the nation’s most compelling health priorities. To achieve and
sustain a health and health care system that is most eftective in helping all people
reach their full potentials for health and well-being, to better secure our fiscal
tuture, and to provide the global leadership that is expected from the United
States, it is essential that all levels of leadership act on four action priorities and
four essential infrastructure needs for health and health care.

Action Priorities

These priorities address what are, in many ways, the greatest contributors
to deficiencies in health system performance but are among the most tangible
opportunities to make substantial impact and progress.

* Pay for value—deliver better health and better results for all

* Empower people—democratize action for health

* Activate communities—collaborate to mobilize resources for health progress
* Connect care—implement seamless digital interfaces for best care

Essential Infrastructure Needs

The necessary underpinnings for an accountable, efficient, and modern health
system that will strengthen the impact and better ensure the success of the action
priorities.

* Measure what matters most—use consistent core metrics to sharpen focus and
performance
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* Modernize skills—train the workforce for 21st-century health care and bio-
medical science

Accelerate real-world evidence—derive evidence from each care experience
* Advance science—forge innovation-ready clinical research processes and
partnerships

BOX 1-2

Vital Directions Issue Areas

Better health and well-being

e Systems strategies for better health throughout the life course

e Addressing social determinants of health and health disparities

e Preparing for better health and health care for an aging population

e Chronic disease prevention: tobacco, physical activity, and nutrition for a
healthy start

e Improving access to effective care for people who have mental health and
substance use disorders

e Advancing the health of communities and populations

High-value health care

e Benefit design to promote effective, efficient, and affordable care

e Payment reform for better value and medical innovation

e Competencies and tools to shift payments from volume to value

e Tailoring complex care management, coordination, and integration for high-
need, high-cost patients

e Realizing the full potential of precision medicine in health and health care

» Fostering transparency in outcomes, quality, safety, and costs

e The democratization of health care

e Workforce for 21st-century health and health care

Strong science and technology

e Information technology interoperability and use for better care and evidence
e Data acquisition, curation, and use for a continuously learning health system
e Innovation in development, regulatory review, and use of clinical advances

e Targeted research: brain disorders as an example

e Training the workforce for 21st-century science




Vital Directions for Health and Health Care | 13

THE ACTION PRIORITIES

Four crosscutting action priorities are clearly evident: pay for value, empower
people, activate communities, and connect care. Whether from the perspective
of the need to reduce the causes and improve the management of heart disease,
cancer, or diabetes; to prevent, identify, and treat people with problems of
mental health and addiction; or to streamline and improve access to the range
of services needed, these four strategic directions are indeed vital. Much greater
advantage needs to be taken of what has been learned about the importance
of helping people take more personal control of their health and health care,
strengthening locally-based efforts and resources, reducing the fragmentation
of care processes, and focusing payments on the quality of the results achieved.
New insights about their successful engagement underscore the importance of
these strategies, but because they represent a substantial departure from current
trends, their advancement requires strong commitment and leadership.

Pay for Value—Deliver Better Health and Better Results for All

Design and promote health financing strategies, policies, and payments that support the
best results—the best value—for individuals and the populations of which they are a part.

Health expenditures in the United States are far above those in other countries,
in part because, when it comes to payments, the notion of “health” has been
explicitly linked to the provision and consumption of discrete health care services,
and sometimes without consideration of necessity, effectiveness, or efficiency
(IOM, 2013). In the traditional fee-for-service model of health care payment,
providers are paid according to the number and type of health care services they
provide. This approach to payment can incentivize unnecessary procedures and
duplicative services, contributing to avoidable waste and inefficiency. Further,
treatments are frequently prescribed without enough consideration of the social,
behavioral, and environmental factors that are significant determinants of health
(Chetty et al., 2016; Cullen et al., 2012; McGinnis and Foege, 1993; McGinnis
et al., 2016; Mokdad et al., 2004). Although contributions vary across population
groups, medical treatment has a relatively small effect on the overall health and
well-being of the population with shortfalls in medical care accounting for only
about 10 percent of premature deaths overall, while behavioral patterns, genetic
predispositions, social circumstances, and environmental exposures account
for roughly 40 percent, 30 percent, 15 percent, and 5 percent of early deaths
respectively (Figure 1-5) (McGinnis et al., 2002). Yet, most health expenditures
are devotedly exclusively to treatment. With evidence mounting, it is becoming
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better understood that achieving better care and better value requires more active
engagement of these broader factors in the care process and beyond.

Health
Care
10%

Genetics
30%

Behavior
40%

IERVinonment
5%

FIGURE 1-5 | Schematic of health determinants.
SOURCE: Adapted from McGinnis, 2002.

To turther advance value-based care, policy reforms should:

* Drive health care payment innovation providing incentives for out-
comes and value. New payment and delivery models are being introduced
that aim to reduce waste, increase value, and improve outcomes by advanc-
ing tailored, coordinated, and integrated care. Population-based payment
models—the most comprehensive among alternative payment models—hold
providers accountable for delivering patient-centered care for a designated
population over a specified timeframe and across the entire spectrum of care
(E. Mitchell, 2016). For providers to deliver care in this way, strong finan-
cial incentives must be in place, which require payers (beyond Medicare and
Medicaid) to support and carry out payment reforms. Transition to value-based
and population-oriented payment models will require different approaches
to structuring economic rewards for population-wide progress, and well as
harmonized measures used to assess results and reward accountability for
system-wide performance (McClellan et al., 2016).

* Help clinicians develop the core competencies required for new pay-
ment models. More evidence is needed not only on the features and elements
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that determine the success of certain payment models, but also on which core
competencies providers need to be successtul in payment models. Evidence is
accumulating in these areas but is spreading slowly. More timely and efficient
evaluations of successful models are needed for Medicare payment reform
pilots, as well as those being implemented in public and private programs
(McClellan et al., 2016). Further, increased support and greater participa-
tion in public-private collaborations would be very helpful for providers in
identifying the core competencies they need to succeed (Leavitt et al., 2016).

* Remove barriers to integration of social services with medical
services. There is mounting evidence that US under-investments in social
services relative to health care services may be contributing to the country’s
poor health performance (Bradley and Taylor, 2013; Bradley et al., 2011;
IOM and NRC, 2013). Integrating clinical care services and nonmedical
services (i.e., housing, food, transportation, and income assistance), combined
with some reinvestment of existing health care dollars into social services has
great potential to achieve better outcomes, reduce inequality, and increase
cost savings (Taylor et al., 2015). Although more research is needed to better
understand the policy, payment, and regulatory options that could facilitate
integration, some private health systems and health plans are already well
positioned to pilot more of these efforts (Abrams et al., 2015).

Example policy initiatives from the Vital Directions discussion papers:

* Sustain and accelerate the implementation, demonstration, and assessment
of alternative payment models supported by public and private health care
payers to reward value and improve outcomes and health (McClellan et
al., 2016).

* Reward measurement streamlining that helps identify and reward innova-
tion and outcomes delivering value at system-wide and population levels
(population-based payments) (McClellan et al., 2016).

* Support public-private collaborations among industry and government, (e.g.,
the Accountable Care Learning Collaborative), which help clinicians and
other provider groups identify and develop the core competencies necessary
for success in the execution and use of alternative payment models (McClellan
and Leavitt, 2016).

* Implement successful payment and delivery models for health and social ser-
vices integration. For example, pursue funding stream integration, such that
Medicaid managed care plans can coordinate with social and community
interventions proven effective in improving outcomes and reducing costs

(Adler et al., 2016).
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Develop coordinated multiagency strategies at the federal, state, and local levels
to demonstrate the scale and spread of models that sucesstully link and deliver
integrated health and social services.

Empower People—Democratize Action for Health

Ensure that people, including patients and their families, are fully informed,
engaged, and empowered as partners in health and health care choices, and that
care matches well with patient goals.

Improving the patient experience, improving population health, and reducing
the per capita cost of health care cannot be achieved without effectively engaging
and empowering patients and families across the care continuum—in effect, the
quadruple aim of health and health care. However, too frequently, patients are
insufficiently involved in their own care decisions, sometimes resulting in care
that does not take into account the greater context of their lives or their indi-
vidual goals. To be eftfective, policy reforms must do more than simply achieve
engaged patients—rather, reforms need to ensure that patients and their families
are fully informed and able to participate as partners in determining outcomes
and values for their own health and health care. Further, empowering individuals
to lead their own health care decisions requires giving them ownership of their
personal health data. Doing so would better enable individuals to use, act on,
and obtain personal value from their health information (Krumholz et al., 1999).

To empower people, policy reforms should:

* Link care and personal context. Identifying the “best” or “most appropri-
ate” treatment goes beyond health factors and measures alone. Health care
regimens and treatments must not only be safe and efficacious, but must work
in the context of the patient’s life and goals (Braddock et al., 2016; Covinsky
et al., 2000; Legare and Witteman, 2013; Turnbull et al., 2016). Providers
with their patients and the patients’ families need to engage in integrated
assessments of clinical and social goals, and reach mutual care decisions.

* Communicate in a way appropriate to literacy. Shared decision mak-
ing relies on people’s ability to gain access to, process, and understand basic
health information. Policymakers and health leaders should focus on increas-
ing the amount of information available and making the information more
understandable and useful for everyone. These actions will help foster trust
and lead to a more actively involved and health-literate public.

* Promote effective telehealth tools. Telehealth technologies—ways of
delivering health-related information or services through the internet, phone,
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and other methods—can increase patient access to medical care, particularly
in remote or underserved areas, and reduce costs (Berman and Fenaughty,
2005; Hailey et al., 2002; Keely et al., 2013). State-by-state regulatory bar-
riers inhibiting the adoption of these technologies should be reduced. These
barriers include reimbursement ineligibility and variations and restrictions
in state-by-state licensure rules, which prevent physicians from practicing
medicine outside of the state(s) in which they were licensed (Tang et al., 2016).

* Ensure patient data access, ownership, and privacy. Individuals’
health information is stored in numerous, often siloed, locations and most
frequently in EHRs, from which data can been very difficult to access.
Further, ownership of individuals’ health data is typically assigned to phy-
sicians and hospitals (Kish and Topol, 2015). Empowering individuals to
make informed, personal health decisions requires giving them ownership
of their own health data, and offering every assurance that their data are
held privately and securely.

Example policy initiatives from the Vital Directions discussion papers:

* Develop incentives, along with clinical practice guidelines and decision support
tools to encourage physicians to engage with each patient on their personal
context and goals in making care decisions (Tang et al., 2016).

* Expand health literacy services to ensure that information, processes, and
delivery of health care in all settings align with the skills and abilities of all
people.

* Support patient communication research on and decision-making strate-
gies to determine the most effective approaches to relaying information on
care, cost, and quality (Pronovost et al., 2016). For example, the Patient-
Centered Outcomes Research Institute (PCORI) Communication and
Dissemination Research program, focusing on approaches to communi-
cate and disseminate health information and research findings to patients
(PCORI, 2017).

* Harmonize telemedicine reimbursement standards across payers, and estab-
lish common national licensure for telehealth practitioners, so that telehealth
clinicians may provide services across state lines (Tang et al., 2016).

Activate Communities—Collaborate to Mobilize Resources for Health Progress

Equip and empower communities to build and maintain conditions that sup-
port good health, link health and social services where possible, and identify and
respond to health threats locally.
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Health is rooted in communities, where people live, work, eat, learn, and play—a
person’s ZIP code is perhaps the strongest predictor of health outcomes and life
expectancy (Heiman and Artiga, 2016; RWJF, 2009). Related, a person’s health is
very much a product of the available social supports within their community, their
surrounding physical environment and local characteristics, and personal behavior,
which 1s highly influenced by these factors. In this way, while some communi-
ties are healthy and thriving, others are struggling, as reflected in the widening
gap in lifespans between the rich and poor (Chetty et al., 2016; NASEM, 2015),
and persisting discrepancies in quality and health care access between urban and
rural areas (Stanford School of Medicine, 2010). Underscoring the potential for
community-driven initiative to effect social and cultural change, a recent report
from the National Academies examined efforts in nine communities to address
social, economic, or environmental health determinants, finding that, with the right
mix of evidence-based attention to growing community capacity, and multisectoral
collaboration, communities can put forward solutions to promote health equity
(NASEM, 2017). However, when comparing relative investments in health care
and social services, the United States continues to invest far less in community-
based social services than its peers (Bradley and Taylor, 2013) (Figure 1-6).

Communities have essential roles to play in combating the nation’s most pressing
health threats, such as the chronic disease and substance abuse epidemics. It activated
with the sufficient resources and capacity, community health leaders—health care
organizations, hospitals, municipal public health departments, and community
standards-setting agencies—are capable of driving critical change by promoting
healthy environments and behaviors, and by fostering a culture of continuous health
improvement (Goldman et al., 2016). To be successtul, community solutions require
a supportive policy and resource environment to facilitate community efforts.

To activate communities, policy reforms should:

* Invest in local leadership and infrastructure capacity for public health
initiatives. Transformative change in health and health care requires a culture
shift spearheaded by leadership and action within communities. Notably,
achieving optimal health for all will necessitate a “Health in All Policies
Approach,” including collaborations and support from leaders in all sectors,
such as business, education, housing, and transportation, in defining and
achieving health goals. Buy-in should be built on the premise that all sectors
have an interest in creating and sustaining livable communities that are healthy,
thriving, and prosperous.

* Expand community-based strategies targeting high-need individuals.
High-need patients are typically among the sickest, with multiple comorbidities
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FIGURE 1-6 | Health care and social services spending (% GDP) across OECD countries.
SOURCE: Adapted from Bradley and Taylor, 2013. Used with permission.

and the most complex health needs. These individuals constitute about 5 percent of
all patients but drive roughly 50 percent of health care costs (E. M. Mitchell, 2016)
(Figure 1-7). Achieving better health outcomes and greater efficiency within this
patient segment requires close coordination and integration of medical and social
services. Expanded community-based strategies are needed to ensure that high-need,
high-cost individuals receive the social supports essential to the success of their health
care and health outcomes, including food, housing, transportation, and income
assistance. Ultimately, close links between health care and community-based services
will be essential to achieving better health outcomes and greater system efficiency.
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FIGURE 1-7 | Distribution of health care spending, US civilian, non-institutionalized
population, 2014.

SOURCE: Data from E. M. Mitchell, 2016.

Provide strong state-based capacity for guidance, assistance, and
synergy for local health efforts. States are often considered the “labora-
tories” for health and health care, and should be looked to as a resource to
scale existing community health innovations. Useful case examples and best
practices should be identified and disseminated for other communities to
learn from and tailor for their own purposes.

Example policy initiatives from the Vital Directions discussion papers:

Strengthen local level infrastructure and capacity for multisectoral health initia-
tives, using resources marshaled from federal grant programs, tax incentives,
health insurance payments linked to population health, and public-private
partnerships (Goldman et al., 2016). For example, require that tax exempt
health organizations meeting IRS requirements for community benefit work
through coordinated, community-wide, public-private partnerships and
multi-sectoral initiatives.

Invest in the nation’s physical infrastructure with an eye on health. For
example, a multisectoral strategy targeting jurisdictions with older physical
infrastructures to assess infrastructure weak spots and to facilitate with com-
munity structural improvements—leveraging not only health assets but labor,
housing, transportation, and other relevant department efforts.

Support states’ flexible use of grant funds to provide guidance, technical
assistance, and strategic resources for local leadership and collaborative action
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to identify and target their most important health challenges (Goldman et
al., 2016).

* Identify best practices from pilot programs launched through Center for Medicare
& Medicaid Innovation (CMMI) on approaches linking relevant health, education,
social service, and legal system activities and resources to address individuals at
highest risk and with the greatest needs (Adler et al., 2016; Goldman et al., 2016).

* Give states flexibility to use Medicaid funds to implement best practices in
targeting the most effective efforts for high-risk, vulnerable children (e.g.,
prenatal to age 3), as well as adults at particular risk with complex, multifac-
torial conditions (Adler et al., 2016; McGinnis et al., 2016).

Connect Care—Implement Seamless Digital Interfaces for Best Care

Develop standards, specifications, regulatory policies, and interfaces to ensure
that patient care data and services are seamlessly and securely integrated, and
that patient experience is captured in real-time for continuous system-wide
learning and improvement.

Health information technology (HIT) has had tremendous impact on health
care, driving greater accountability and value, enhanced public engagement
and purpose, improved public health surveillance, and more rapid development
and diffusion of new therapies. Yet, critical challenges remain, including the
ability of providers to amass and share electronic health record (EHR) data for
individual patients longitudinally, which is essential to harnessing the economic
and clinical benefits of EHRs (Perlin et al., 2016). Despite the rapid advance-
ment and broadening technical capacity of digital technology for health, digital
interoperability—the extent to which systems can share and make use of data—
remains extraordinarily limited. The consequences are adverse in several ways:
care continuity between clinicians and over time is impeded; gaps and duplica-
tions in efforts are undiscovered; device incompatibility predisposes to patient
harm, clinician stress is compounded, and end-user costs are higher as systems
try to cobble together temporary fixes. Interoperable information technology
and generated data are foundational to the promise of a continuously learning
health system, in which data are continuously contributed, shared, and analyzed
to support better health, more effective care, and better value.

To achieve connected care, policy reforms should:

* Make necessary infrastructure and regulatory changes for clinical data
accessibility and use. Specific infrastructure and regulatory barriers exist
to clinical data accessibility and use that require attention and remediation.
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Among the most critical are: specifications for data that have been developed
but not adopted; commercially protective coding practices; proprietary data
ownership and use restrictions; and misinterpretation of control requirements
for use of clinical data as a resource for new knowledge. The recently passed
21st Century Cures Act does include provisions to encourage and facilitate
sharing and use of clinical data, but those provisions will still require local
action and leadership.

Create principles and standards for end-to-end interoperability. Either
through federally-facilitated or mandated efforts, or through direct federal
action, specific standards need to be supported for end-to-end (system/clinician/
patient) interoperability, so as to allow private and secure data transmission
among EHRs and FDA-approved medical devices, and to provide a path
toward data exchange with consumer health technologies.

Identify information technology and data strategies that support con-
tinuous learning. The technical capacity exists for continuous communication
and learning throughout health care, ranging from the activities of different
clinicians and institutions, to the operation and interplay among relevant medical
devices, to readings from mobile biomonitoring devices. Taking full advantage
of this transformative capacity requires comprehensive strategy and action to
strengthen data infrastructure, build public trust around data privacy and secu-
rity, and harmonize inconsistent state and local policies on data use and sharing.

Example policy initiatives from the Vital Directions discussion papers:

Use HHS regulatory and reimbursement mechanisms to enforce existing
interoperability standards for interoperability across EHRs and medical
devices (Perlin et al., 2016).

Support a voluntary national patient identifier whereby patients could opt
in to be assigned a unique identification number, which would facilitate
patient-data matching, as well as overall data aggregation (Perlin et al., 2016).
Continue escalation of EHR use as a condition of participation in federal
health care programs, such as Medicare, to better allow understanding of
national disease burden, health resource planning, and auditing for preven-
tion of fraud, waste, and abuse (Perlin et al., 2016).

Through HHS, sponsor a public-private standards organization to commission
the necessary additional standards, such as open, standardized application pro-
gramming interfaces (APIs) to support continuously improving, standardized,
service-oriented architecture for interoperability and clinical decision support.
Streamline inconsistent state and local security and privacy policies related to
data exchange and use (e.g., federal guideline enabling states and localities to
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harmonize data use policies and reciprocal support agreements). Simultaneously,
consider safe harbor provisions against civil penalties for data-sponsored attacks
and “hacktivists” (Perlin et al., 2016).

* Building on the principle of patient ownership of data, foster active patient

access and use of their own data for care and evidence improvement (Krumholz
et al., 2016).

ESSENTIAL INFRASTRUCTURE NEEDS

Successtul engagement of these action priorities and their considerable potential for
progress requires the simultaneous pursuit of four essential infrastructure needs:
measure what matters most, modernize skills, accelerate real-world evidence, and
advance science. The significance of these essential infrastructures is clear. At popula-
tion, community, and individual levels, the pace of health progress will depend on
effective measures that can drive better understanding and action focused on the
issues that matter most in health and health care. Modern skillsets for the health care
workforce will be necessary to provide integrated care for an increasingly complex
patient population. Similarly, new training approaches and skills for the biomedical
workforce will be needed to realize the most cutting-edge research and technologi-
cal advancements that will support innovative care. Related, continued innovation
in tools and approaches for improving health and health care will require taking
advantage of expanding capacities to learn, collect, and share real-world clinical
data. Finally, sustained investment in scientific research combined with streamlined
regulatory pathways will enable more rapid translation of the most effective and
promising medical treatments and tools that will help drive better health outcomes.

Measure What Matters Most—Use Consistent Core Metrics
to Sharpen Focus and Performance

Standards, specifications, and governance strategies should be developed to acceler-

ate the identification, refinement, harmonization, and implementation of a parsi-

monious set of core measures that 1) best reflect national, state, local, and organi-
zational system performance on issues that matter most to health care, and 2) guide
the development of related measures, not for reporting but for quality improvement.

Within the past two decades, greater demand for accountability and informa-
tion on system performance has translated into the proliferation of performance
measures and related data. While performance measurement and public report-
ing have been beneficial to increasing system accountability and performance,
concerns are growing about the time, cost, validity, generalizability, and overall
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burden of clinical measurement (Pronovost et al., 2016). For example, performance
measures are often produced and applied by numerous organizations in a variety
of ways, creating inconsistencies and reducing the measures’ value and usefulness.
And, while it is critical to be transparent by reporting outcomes and performance,
the results become meaningless if the measure and its application lack validity,
reliability, and generalizability. Further, as the volume of performance measures
becomes burdensome and time-consuming for providers, measurement reporting
has the unintended effect of driving up costs and adding to existing inefficiencies.
To achieve meaningful measurement, policy reforms should:

* Focus reliably and consistently on factors most important to better
health and health care. A standard set of core measures, available at national,
state, local, and institutional levels, would offer benchmarks for targeting
and assessing problems and interventions, as well as providing baseline refer-
ence points to improve the reliability of broader measurement, evaluation,
accountability, and research efforts. The National Academies report Iital
Signs: Core Metrics for Health and Health Care Progress presents a framework
for 15 such measures of health, care quality, value, engagement, and public
communication (IOM, 2015a).

e Create the national capacity for identifying, standardizing, imple-
menting, and revising core measures. On the assumption that measures
employed as a baseline, multilevel performance assessment instrument should be
developed, tested, and refined through a broad, independent process involving
multiple stakeholders, the Vital Signs committee recommended that the Secretary
of Health & Human Services identify a lead organization for each of the 15 core
measures, which would, in turn, engage related stakeholder organizations in
the refinement process. The committee also recommended creating an ongo-
ing, independent capacity to guide and oversee the revision process long-term.

* Invest in the science of performance measurement. Currently, there is
no consensus on how best to measure care delivery and performance. More
research is needed on the development of performance measures, including
how to create and maintain a standardized, scientific approach to performance
measurement (Pronovost et al., 2016).

Example policy initiatives from the Vital Directions discussion papers:

e Initiate HHS process to refine and implement the Vital Signs core measures
nationally, beginning with the federal categorical and health care funding
programs, including a variation to be used by states in return for Medicaid
management flexibility (McGinnis et al., 2016).
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* Provide waivers from Medicare reporting requirements for health care
organizations working in multiorganization collaboratives to implement and
report on core system-wide performance measures (McGinnis et al., 2016).

* Through an initiative or taskforce, explore the design of an independent,
standards-setting body for reports on health care performance measures.
The Financial Accounting Standards Board (FASB) could be referenced as a
model—the FASB establishes financial accounting and reporting standards
for companies and nonprofit organizations (Pronovost et al., 2016).

* Create a multiagency, collaborative research initiative on the science of per-
formance measurement, including how best to develop, test, evaluate, and
improve measures (Pronovost et al., 2016).

Modernize Skills—Train the Workforce for 21st-Century Health Care
and Biomedical Science

Foster modern skillsets through integrated and innovative education and training
approaches that can meet the rapidly evolving demands of health care,
biomedical science, and industry.

Ensuring the talent and motivation of the nation’s human capital pool is a central
determinant of national competitiveness (Zerhouni et al., 2016). Investing in and
strengthening the capacity of our health care and biomedical science workforces is
critical to our nation’s health, economic and physical security, and global leadership
in research and innovation. But, new directions in training are needed. The health
care workforce of the 21st century must be able to effectively manage and treat
increasingly complex patient and population health profiles and circumstances,
particularly with a rapidly aging population and rising burden of chronic disease.
Simultaneously, health care workers must be adept at keeping healthy patients
healthy through preventive therapies and guidance, while harnessing and apply-
ing rapidly advancing health information technology and innovation. Supporting
the biomedical science workforce of the 21st century will also require modern
education and training approaches. Existing training models and pathways are
outdated and fragmented (Kruse, 2013), have become longer and more expensive,
and no longer assure stable, successful careers (Zerhouni et al., 2016).

To modernize skills, policy reforms should:

* Reform health care education and training approaches to meet our
nation’s complex health needs. For the health care workforce, adapting
training and practice to coordinated team-based approaches is essential to
care delivery in our ever-evolving and complex care environment. To deliver
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efficient and high-quality care, a next generation health care workforce needs
to be recruited, educated, and trained to work collaboratively in interdisci-
plinary teams, become technically skilled, and be facile with the full use of
health information technology (Lipstein et al., 2016). In particular, clinical
workforce skills and capabilities will need to evolve and advance alongside
the rapid innovations in HIT. In addition to using information technology,
health care practitioners will need to understand how the data are collected,
analyzed, and applied. To facilitate, informatics requirements should be
integrated into existing graduate medical education (GME) and training
programs, including the federal GME program.

¢ Create and support new education and training pathways for the sci-
ence workforce. Training the science workforce for the future will require
new models, new partners, and cross-disciplinary thinking. Our new work-
force will need to be diverse, multidisciplinary, team-oriented, and possess
strong skills in data analytics and informatics. Recruiting and retaining the
most talented will necessitate innovative education pathways and programs
to assemble and support a cutting-edge, biomedical science workforce.

Example policy initiatives from the Vital Directions discussion papers:

* Engage the scientific community, private foundations, state higher education
officials, federal health professions payers in proposing a public-private national
initiative on health professions education that is team-based, collaborative,
multidisciplinary, and skilled in HIT and informatics (Lipstein et al., 2016).

* Leverage eligibility requirements for Medicare alternative payment models
to require that providers include a description of their plans for augmented
use of systems engineers and HIT coaching and expertise (Perlin et al., 2016).

* Launch a visible, high-level initiative to attract the most talented students and
researchers into biomedical research careers (e.g., a NextGen Opportunity
Fund, as described by Zerhouni et al., 2016).

Accelerate Real-World Evidence—Derive Evidence
from Each Care Experience

Accelerate clinical research that enlists patients as partners, takes advantage of big
data, and collects real-world data on care or program experience for continuous
learning, improving, and tailoring of care.

Harnessing the full power of a learning health system will remain more an
aspiration than a consistent achievement until fully leveraging available data
becomes a practical possibility (Krumholz, 2016). The existing ability to collect
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enormous swaths of real-world, clinical and health-related data holds immense
promise for improving clinical care by better informing clinical choice, improving
drug and medical device safety, effectiveness assessment, and scientific discovery.
However, technical, regulatory, and cultural barriers to harnessing these data
for societal benefit persist—notably, an outdated clinical research paradigm and
inadequate data-sharing incentive structure. With respect to the latter, data-
sharing is neither simple, nor an established norm in health care and clinical
research. In fact, much of the data generated over the course of a clinical trial is
never published or made easily accessible (IOM, 2015b).

Related to clinical research, the complexity of many medical products being
developed today is exceeding traditional evaluation models, such as randomized
clinical controlled trials (RCTs). Roughly 85 percent of therapies fail early during
clinical development, and of those that survive phase III trials, about 50 percent
actually get approved (Ledford, 2011). The traditional paradigm of clinical research
that was instituted in the 1960s was based on single trials that occurred at one site,
and were designed to answer one question. Today, trials are much larger, occurring
in multiple sites, and seeking to solve more complex problems. RCTs, while still
the gold standard of clinical research, can be limited in their generalizability and
ability to reflect real-world results. And, as we enter the era of precision medicine,
RCTs alone will be unable to produce enough data to support this new paradigm
(BPC, 2016). Alongside RCTs, learning health system models of evaluation are
emerging that use real-world evidence (or digital health information) captured in
EHRs and other digital platforms that continuously collect and distribute clinical
data. The 21st Century Cures Act includes provisions supporting the inclusion
of real-world evidence in approving new indications for drugs. Demonstrative
real-world evidence combined with the rigor of clinical trial data could yield
important and powerful opportunities to enhance care and improve outcomes.

To accelerate reliable evidence, policy reforms should:

* Advance continuous learning clinical research drawing on real-world
evidence. Complementing controlled studies, the ability to collect data from
clinical practice presents a great opportunity to gain new, possibly more accu-
rate insights about the efficacy and safety of drugs and medical devices. These
data could offer nuanced information and findings that would be otherwise
unattainable in a standard RCT. Beyond complementing traditional RCTs,
initial applications of clinical practice data could include testing supplemental
applications of approved medicines. In the future, select pilots could be pur-
sued using a continuously learning approach to evaluate real-world evidence
in both preapproval and postapproval contexts (Rosenblatt et al., 2016).
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Foster a culture of data sharing by strengthening incentives and standards.
As with routine clinical data, research participants should have presumptive own-
ership and the right to access and share their own health information. In addition,
researchers should more broadly accept that strong science and “good scientific
citizenship” require individual level data to be more accessible for evaluation and
reuse, with the necessary safety and privacy precautions in place (Krumholz et
al,, 2016). For data sharing to become a more accepted norm, a cultural shift in
health care might be facilitated through financial and professional incentives, as
well as strengthened standards for data ownership and sharing protocols.

Partner with patients and families to support evidence generation
and sharing. Partnering with patients, and simultaneously taking steps to
better ensure their privacy and trust, is a prerequisite to effective evidence
generation and data sharing for care improvement and learning. Engaging
patients throughout the research process can help identify unmet care needs,
future research priorities, and help realize better clinical outcomes. Initiatives
on patient engagement should address how best to incorporate patient input;
how to effectively build patient skillsets for engagement; and how to define
value, so that it better reflects the patient perspective (Rosenblatt et al., 2016).

Example policy initiatives from the Vital Directions discussion papers:

Support public-private partnerships to build on existing pilot studies to assess
and expand real-world evidence development in both preapproval and postap-
proval settings (Rosenblatt et al., 2016).

Continue to promote and harmonize federal standards relevant to data-sharing, as
well as to ownership, security, and privacy of health-care data (Krumholz et al., 2016).
Incentivize data-sharing; for example, create a reimbursement benefit for
health systems that facilitates data access and sharing between patients and
researchers (Krumholz et al., 2016).

Establish initiatives to build patient skill-sets for engagement. In addition, better
define value in terms that reflect the patient perspective, and assess and identify
measures for patient trustworthiness and participation (Dzau et al., 2016).

Advance Science—Forge Innovation-Ready Clinical Research
Processes and Partnerships

Redesign training, financial support, and research and regulatory policies to enable

and encourage transformative innovation in science and its translation.

The United States has long been at the forefront of biomedical science and

innovation, but in recent years, its lead has been challenged by rising competition
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from other countries. Cumbersome and outdated regulatory review processes are
making it more difficult to bring promising therapies and devices to market. In
addition, the cost of drug and device development has risen substantially—some
estimate the cost of bringing a new drug to market to be $2.6 billion (TSCDD,
2015). The slowing pace and rising cost of biomedical innovation are fueling
calls for new discovery, development, production, and commercialization models
(Rosenblatt et al., 2016), as well as more collaborative partnerships capable of
driving rapid innovation.

To advance the pace of innovation, policy reforms should:

* Promote the conditions for scientific innovation. Advancing science
first and foremost requires investment. Necessary conditions for success are
commitment to funding and support for basic and applied research, and the
acceleration in translation. Furthermore, taking advantage of datasets rapidly
growing to very large sizes, new forms of science, technology, and evidence
development can boost clinical care research. Opportunities include making
greater use of real-world evidence and cognitive computing to better under-
stand and ensure the most effective and appropriate interventions for the best
possible clinical outcomes (Rosenblatt et al., 2016).

Support an adaptive and patient-oriented regulatory framework.
Outdated models of discovery, development, and approval need to be
adapted to a more forward-looking paradigm promoting efficiency, con-
tinuous innovation, and patient centricity. Recent efforts by the FDA to
implement expedited regulatory approval tracks represent good progress,
but other opportunities to improve efficiency exist. Aligning discovery and
development with current needs will require patient input and partnership
in all stages of research and development; multidisciplinary, cross-sector
collaborations to achieve needed breakthroughs in combating complex
diseases; more efficient clinical trials with adaptive designs; and greater
experimentation with and use of real-world evidence, in addition to data
produced during RCTs.

Foster cross-disciplinary and public-private partnerships. Existing
silos across disciplines and sectors are counterproductive to progress. Greater
collaboration among scientists in the government, academia, and industry
is needed to advance innovation. Cross-disciplinary partnerships will be
essential, with basic scientists, translational scientists, and clinical scientists
working together to achieve breakthroughs in the most challenging thera-
peutic areas, including autoimmune, neurodegenerative, and inflammatory
diseases (Rosenblatt et al., 2016).
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Example policy initiatives from the Vital Directions discussion papers:

* Ensure research funding for basic and applied sciences.

* Support public-private programs to invest in and advance the science and related
applications of big data analysis, such as cognitive computing (Rosenblatt et
al., 2016).

* Develop and apply a strategy for engaging patients as active partners in the
advancement of innovative approaches to clinical research, including their
support for expanded use of clinical data for discovery and for appropriate
communication and experience feedback between industry and patients
throughout the discovery and development processes (Rosenblatt et al., 2016).

* Support precompetitive collaborations including industry, government, and
academia—such as the Accelerating Medicines Partnership—to achieve
needed breakthroughs in the most challenging therapeutic areas that cannot
be done by any sector alone (Rosenblatt et al., 2016), such as the Accelerating
Medicines Partnership (NIH, 2017).

THE PATH FORWARD

Despite the intense debate that surrounds many health policy issues today, we
have found strong agreement on the critical challenges as well as the vital direc-
tions required to achieve progress. As policymakers consider the next chapter of
health reform, no matter the fate of the ACA, the priority actions and essential
infrastructures identified here represent the basic principles around which we
can attain better health and well-being, higher-value care, and the strong science
and innovation that will drive better health outcomes, efficiency, and quality.
In particular, we see substantial prospects if we can capture the potential from
greater empowerment of people in their care processes; activate communities
to promote and sustain the health of their residents; harness the potentially
transformative connectivity of our digital infrastructure; and accelerate the
movement toward a payment system based on value and results. Just a decade
ago, these strategic prospects were scarcely more than conceptual notions, but
today we see evidence of their promise, including the essential infrastructures
needed to support them.

The potential for progress hinges on strong leadership at all levels—
organizational, local, state, and federal—as well as strategic investment across
these priorities. At the federal level, leadership opportunities exist on multiple
fronts: creating and supporting program partnerships that enhance the flex-
ibility of state and local leaders to rally community-wide engagement around
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agreed upon priorities and targets; developing public-private stakeholder
groups working together on strategies, benchmarks, training, and resources;
introducing accountability measures and tracking that focus on results rather
than processes; and offering flexibility and incentives for cross-sector alli-
ances and activities.

Similarly, leadership at the state and local levels is vital to ensure that individual
communities are healthy, thriving, and promoting the strength of the coopera-
tive community-wide initiatives important to progress. As noted earlier, health
begins where people live, work, eat, learn, and play. Community-led programs
and initiatives are critical to identifying and mitigating socioeconomic and envi-
ronmental factors that contribute to health disparities; developing models and
best practices for preventing disease; creating health-promoting infrastructure
and local environments; and mitigating some of our most pressing health threats.

Beyond strong leadership, strategic investment of existing resources across
the priorities indicated will be required to achieve the better outcomes we have
long sought. As a nation, we have the world’s largest observable discrepancy
between the amount spent on health care and the impact of that expenditure on
the nation’s health—but we are poised with real prospects for improvement, if
we deploy our resources wisely. And, if we can redirect even a relatively small
portion of the approximately $1 trillion now spent unnecessarily on health care
to the high-priority investment opportunities described here, the health and
productivity benefits will extend far beyond the health sector. Notably, prioritiz-
ing our nation’s health through strong leadership and strategic investment will
yield greater prosperity, security, global leadership, and competitiveness for the
country. These are vital directions for every American.
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SYSTEMS STRATEGIES FOR BETTER HEALTH
THROUGHOUT THE LIFE COURSE

J. MicHAEL McGINNIs, MD, MPP, DoNALD M. BERwWICK, MD, THE HONORABLE
THOMAS A. DASCHLE, ANGELA D1az, MD, PuD, MPH, HARVEY V. FINEBERG, MD,
PuD, THE HONORABLE WILLIAM H. FrisT, MD, ATUL GAWANDE, MD, MPH, NEAL
HAavrron, MD, MPH, AND RisA LAavizzo-MoOUREY, MD, MBA

Health and health care outcomes for Americans should be better for most,
and much better for some. This should be possible with currently available
knowledge and resources. Capturing the potential will require adapting our
strategies and approaches to the reality that health is not immutably determined
at birth, but shaped by different factors over time. Similarly, caring for health
cannot be confined to singular interactions within the walls of the health care
system, but must fully engage powerful determining influences residing in other
systems—e.g., education, employment, justice, transportation—which are natural
parts of our lives. Exploring the nature and strategic opportunities inherent in
these intersecting influences is the focus of this paper, and the implications for
societal attention and resources suggest the promise of shifting emphases across
the life span, across systems, and within the health care system.

Our assessment begins with an overview of the prominent health and health
care challenges for Americans, and they are many. US life expectancy at birth
ranks 43rd in the global community, and has even recently declined among some
specific groups (IOM, 2014b). Unacceptable disparities in health outcomes and
access persist among certain populations, in particular African Americans and
Native Americans (Pearcy and Keppel, 2002). The US health system ranked
in a World Health Organization assessment only 37th in performance among
191 member nations (WHO, 2001), and in a recent study of 11 highly indus-
trialized Organisation for Economic Co-operation and Development nations,
the United States ranked last (Davis et al., 2014). These deficiencies are all the
more glaring in the face of health expenditures that are clearly the highest in the
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world, about 50 percent higher than the country next behind us, and requiring
investment of nearly 18 percent of our total economic productivity (GDP) in 2015
(Squires and Anderson, 2015). Why are we performing so poorly relative to our
potential? A major reason lies in the fact that the primary foci of our attention,
our resources (Murray, 2013) and our incentives, are too narrow and too late:
despite an increasingly strong and specific understanding of the preventable ele-
ments in the development of many of our health challenges—social, behavioral,
environmental—our investments are primarily directed to their biomedical
manifestations, well after the problems have taken root.

Environment

Health
Care

10%

Genetics
30%

Behavior
40%

ERllisconment
5%

Behavior Social

FIGURE 2-1 | Schematics of factors influencing health, their association with premature
death, and their intersections.

SOURCE: Adapted from McGinnis et al., 2002.

Health is the product of our experiences layered onto the biological matrices
we inherit. Those experiences begin at conception, and, through the intersect-
ing influences of genetics, environment, social circumstances, behaviors, and
medical care, health emerges and takes form. Figure 2-1 presents schematics
of the relative overall impact throughout the population of each major health
determinant domain on the occurrence of early deaths (McGinnis et al., 2002).
The specific impact of each domain varies by individual, and most important
are the dynamics at the domain intersections for each individual.

Each of us represents, in essence, a complex system in constant and dynamic
interface with other systems that shape our fates in manners great and small.
The process is not linear, but one in which similar experiences may exert vari-
able influences at different points. In this paper, we explore the implications of
these dynamics for efforts to improve health prospects throughout those inter-
woven influences at various stages over the course of people’s lives (Halfon and
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Hochstein, 2002). Because emerging health problems and potential required
solutions span well beyond a single determining factor or single point in time
and place, it is necessary to take a systems-oriented perspective (Emanuel et al.,
2012). In doing so, we respect the simple fact that optimal health will not be
achievable or affordable—for society or individuals—without attention to the
effectiveness, efficiency, and availability of essential services within and among
the various sectors important to health outcomes.

Fortunately, transformational insights, tools, and initiatives are emerging that
offer practical prospects for dramatic advances in the ability to mobilize infor-
mation, cooperation, and collaborative action for more effective and efficient
progress from the national down to the community and individual levels, on
behalf of better health throughout the life course. We review these prospects by
touching briefly on several questions:

* What are the most common health threats at each stage throughout life?

e What are the root sources of diseases, disability, and death most prominent
among Americans?

* Why do we spend so much and get so little for our national health system
investment?

e Which systems and partner stakeholders must be seamlessly engaged?

* How can financing, accountability, technology, and culture be aligned to
foster system-wide transformation for better health over the life course?

HEALTH AND DISEASE OVER THE LIFE COURSE

What are the most common health threats at each stage throughout life?

In terms of morbidity and mortality rates, health profiles vary substantially by
life stage. Four of every 10 childhood deaths before age 15 occur among babies
in their first 28 days of life (WHO, 2011), about half due to congenital malfor-
mations, disorders related to short gestation and low birth weight, and maternal
complications during pregnancy (CDC, 2016). Throughout infancy—the first
year of life—the major causes of death are complications related to birth and
birth defects, sudden infant death syndrome, and unintentional injury (CDC,
2014a). After age 1, injuries take over as the leading cause of death among chil-
dren (Consumer Federation of America, 2013), and hold that position until age
44, followed by heart disease, cancer, and homicide, at different times and ages.
Among adolescents and young adults, ages 15—24, suicide and homicide appear
among the leading killers (CDC, 2006), ranking number 2 and 3, respectively,
among this age group. In adults ages 35—65, the major causes of death are cancers
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and heart disease (CDC, 2014a), and after age 65, heart disease is the leading
cause of death, followed by cancer and respiratory disease (CDC, 2006).

But, illnesses and injuries that are counted most easily are often not the experi-
ences most important to health prospects. Life expectancy at birth in the United
States is now more than 81 years for females and 76 years for males, and for most
of those years health status is more a reflection of the presence or absence of illness
or injury, consequent level of function, sense of well-being, or predispositions,
circumstances, or experiences that influence future profiles on these dimensions
(Xu et al.,, 2016). Although death is the most striking, definitive, and tragic
reflection of health status, it is far too limiting as a measure of the health of a
population (Fineberg, 2013). In the United States in 2013, for example, there
were fewer than 33,000 total deaths among the more than 61 million children
under age 15 (Xu et al., 2016), but nearly 25 million children were overweight
or obese, more than 30 million lived in low-income families and 15 million in
poverty, in the range of some 5 million lived in a household touched by violence
(Child Witness to Violence Project; Child Trends, 2016), and more than 1 million
were the victims of child abuse and neglect (IOM, 2014a), with the highest rates
among the youngest (Child Maltreatment, 2015; Wight et al., 2010). In 2015,
about 1.1 million people under age 75 died, but those who sufter from diabetes,
depression, and alcohol abuse amount to 18, 11, and 15 times that number, respec-
tively (CDC, 2014b; Center for Behavioral Health Statistics and Quality, 2015).

In this respect, the most important overall childhood determinants of health over
the life course are at least as much those related to the caring, social, environmen-
tal, and behavioral experiences as to health services they receive. This is especially
the case for ages 03, when central nervous system development occurs at such a
rapid rate, with ongoing development of physical stature and physiologic function.
Advances in neuroscience have provided a much deeper understanding of brain
development in the early years, as well as the remolding during adolescence that
sets the stage for issues with lifelong consequences—e.g., overweight and obesity,
substance abuse, and psychological disorders (Wise, 2016). It is often assumed that
children are generally healthy and, if they suffer a health problem or developmental
delay, they will grow out of it. However, while children can be resilient, adversity
during these sensitive developmental periods is often embedded, only to emerge
years later as a source of disability and ill health (Boyce et al., 2012; Essex et al., 2013;
Halfon and Hochstein, 2002). The role of attention and nurturing as an influence
on health status, nearly always a relevant determinant, may not be again as relatively
important a focus until the final years of a natural life span (Gawande, 2016).

Opver a lifetime, acute infections represent the most frequent sources of short-
term functional limitation among all age groups, with asthma and short-term



Systems Strategies for Better Health Throughout the Life Course | 47

injuries increasing in later childhood, and obesity and depression occurring at
higher rates as children move into adolescence (Gordon et al., 2016). In adolescents
and young adults, substance abuse emerges as a more common near- and longer-
term health threat (Blum and Qureshi, 2011), as does risky sexual behavior and
violence in some populations. In the past 15 years, opioid addiction rates have
rapidly increased, particularly in white, rural communities, in part as a result of
neglectful prescribing behavior among clinicians, in part as a result of segmenting
and marginalizing the treatment strategies for those with pain and behavioral
health problems (Rudd et al., 2015). Addiction rates among active duty military
personnel, which had previously been on the decline, tripled from 2005 to 2008,
and rates of depression and suicide and posttraumatic stress disorder also increased
(Oftice of National Drug Control Policy, 2010; Tanielian and Jaycox, 2008).

Throughout adulthood, various exposures, experiences, and lifestyles contribute
increasingly to disease and injury, the rate and impact compounded by growing
cooccurrence of multiple diseases and conditions. Among those over age 50,
nearly half suffer from arthritis, 28 percent have heart disease, approximately
25 percent are overweight or obese, 22 percent have cancer, and 6.5 percent
have lung disease (CDC, 2013). Approximately 45 percent of those over 50,
and 75 percent of those over 65, report multiple co-occurring conditions that
restrict their activities in some fashion (HHS, 2010). Among people over age
75, approximately 14 percent suffer from some form of dementia. Crippling
societal impact is resulting from the increased occurrences of obesity, diabetes,
depression, and dementia (Alzheimer’s Association, 2015). Successfully reduc-
ing the occurrence of most of these conditions, and the extent of incapacities
imposed, requires multifaceted, life course—oriented strategies.

Health Disparities

Some people—and some groups—difter substantially from the aggregate profile.
Difterences occur among various race, ethnic, and socioeconomic groups, but the
largest overall disparities occur among African Americans relative to whites. For
example, despite the relative safety of gestation and birth in the United States,
African American babies are more than twice as likely to be born with a low birth
weight or to die in their first year of life (Collins et al., 2004; Reichman, 2005).
Interestingly, babies born to mothers who are immigrants from Africa experience
low birth weight and related problems at rates similar to whites, suggesting the
existence of other factors or stressors for African Americans (Braveman, 2008).

Beginning at birth, the experience of disparities tends to accumulate and widen
over time. Black children are twice as likely as white children to have asthma,
and obesity is twice as common among American Indian children compared to
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their white and Asian counterparts (CDC, 2016b). Obesity disparities emerge
as early as preschool (Anderson and Whitaker, 2009), and the prevalence of
overweight and obesity among black girls ages 2—19 is about 6 percent higher
than for their white counterparts (Skinner and Skelton, 2014). Because obese
children are at higher risk for obesity and cardiovascular disease as adults, the
disadvantage extends into adulthood.

Almost one-half of black adults suffer from hypertension, the highest population-
specific prevalence in the world (Freedman et al., 2009). The annual incidences
of stroke and heart disease among African Americans in the United States are
about 2 and 1.5 times, respectively, than those among whites (Mozaftarian et al.,
2015). Although the yearly cancer incidence among African Americans is about the
same as whites, cancer death rates projected through 2018 for African Americans
are expected to be about 14 percent higher for women and 27 percent higher for
men (American Cancer Society, 2016). Rates of Alzheimer’s disease and other
dementias among African Americans range in estimates from 14 percent to 100
percent higher (Alzheimer’s Association, 2002). Life expectancies are shorter
for African Americans by about 3 years for women, and 5 years for men (CDC,
2011a). On the other hand, for those who reach age 75, the difference in life
expectancy between whites and blacks is only about 0.4 years (Xu et al., 2016).

THE DETERMINANTS OF HEALTH

What are the root sources of disease, disability, and death most prominent
among Americans?

Why do different groups and individuals demonstrate such different health
profiles? A great deal has been learned in the relatively recent past about the
answer to these questions, and the answer is not “fate.” As noted earlier, health
is the measure of our functional capacity that results from the interplay of fac-
tors in five domains shaping our life courses: our biological predispositions,
social circumstances, physical environments, behavioral patterns, and access to
the health care we need (McGinnis et al., 2002). Figure 2-2 presents a schematic
of how some of these factors might play out to shape health status and health
prospects at various times and in various circumstances (Halfon et al., 2014a).

Biologic Predispositions

Point: It is not all about genes. The starting point is indeed with our genes,
the predispositions we inherit from our parents. Although very few diseases
can be classified as purely genetic in nature, work throughout the world daily
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identifies new associations between known conditions and specific gene profiles.
Importantly, however, more is continuously being learned about epigenetics, the
multiple cellular and molecular mechanisms by which genes can be turned on or
oft and the information modified as it is expressed in cells by different exposures
and experiences, and even how experience-related epigenetic modifications can
be passed on to subsequent generations. As insights deepen about sensitive periods
of health development and the impact of the interactions of our individual gene
compositions with our physical, social, and behavioral environments, the better
equipped we will be to act on that knowledge in ways that buffer impacts and
optimize health development over the life course.
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FIGURE 2-2 | Schematic of variable life stage influences.
SOURCE: Halfon et al., 2014a.

Medical Treatment

Point: It also is not all about medical care, unless one is ill or injured.
In 2015, total US expenditures for health were about $3 trillion, with medical
treatment receiving more than 90 percent of the total. Yet, the impact of those
expenditures on the aggregate health of the population was very limited (Lu,
2010). They were not expenditures aimed at the factors most important to the
nation’s health profile. Shortfalls in the access or quality of medical care are
especially surprising in the context of the high US expenditures, and require
remediation, but other approaches are required for better health. Illustrative is
the fact that approaches to improve birth outcomes and address disparities that
have primarily focused on enhancing access to prenatal care have proven insuf-
ficient in achieving the gains possible (McGinnis and Foege, 1993; Mokdad et
al., 2004). Addressing barriers to care access is a basic social responsibility, but
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effective engagement of health improvement opportunities requires strategies
and investments that are broad and multisystem in nature.

Behavioral Patterns

Point: Health behaviors are central, but are also more than choice.
Among the influences on health, those related to behavioral patterns represent
the single most prominent preventable source. Tobacco, dietary factors, physi-
cal inactivity, and alcohol misuse account for many preventable deaths among
Americans, including from coronary heart disease, stroke, cancers of the colon,
breast, and prostate, and diabetes (Mokdad, et al., 2004). Diet and physical
activity factors together account for about a third of preventable premature
deaths among Americans (CDC, 2014¢). Unintended pregnancies significantly
impact individual and community health, yet one in three births in the United
States is unintended, including most of those born to teens (Mosher et al., 2012;
World Bank, 2015). Illicit drug use is one of the few leading causes of death
with increasing rates and, along with alcohol abuse, imposes a broad and leading
social, morbidity, and mortality burden on Americans and their communities
(CDC, 2011b). Behaviors are, however, driven at least as much by external fac-
tors as internal, as, for example, in the access and affordability of healthy foods.
Behavior patterns reflect culture, access, economics, and other factors such as
the quality of early experiences and the central importance of supportive human
relationships, underscoring the intersections among the domains of influence
that require sustained system-wide strategies across communities.

Social Circumstances

Point: For many, health is substantially about social circumstances.
Health 1s powerfully influenced by our social conditions and services—educa-
tion, income, employment, housing, neighborhoods, racism, and social networks
(Braveman et al., 2011). For the population as a whole, the most consistent
predictor of the likelihood of death in any given year is level of education. For
those ages 45—64 with limited education, the chance of death in a given year is
four times those with graduate degrees (Hummer and Hernandez, 2013). Income
levels have consistently been associated with life expectancies, and one measure
of income inequality holds that a 1 percent increase in inequality doubles the
likelihood of death over a decade (Zheng, 2012), presumably due to dispropor-
tionate exposures to neighborhood violence, suboptimal school environments,
and unstable households (Addy and Wright, 2012). Also important is that percep-
tions matter—perceptions of income inequality, perceptions of limited choices,
perceptions of community cohesion (Chetty et al., 2016). Stress “gets under the
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skin” and exerts an effect that can grow over the life course (Lu, 2010; McEwen,
1998; Arias, 2016).

Physical Environments

Point: The pace of progress will reflect the integrity of our environ-
ments. Environments affect health in myriad ways: silent and invisible inadvertent
toxic exposures to workplace and product hazards; zoning and design features
of our built environments that structurally impair or facilitate health-promoting
or health-degrading life and workstyle patterns; ecosystem changes from human
activities that foster novel zoonotic infections (Frist, 2015). Two of the largest
and most rapidly occurring epidemics to confront the United States—and the
world—in recent years have roots in changes in our physical environments:
obesity and HIV. They also underscore the intersecting character of the domain
determinants, and the importance of tending simultaneously to the dynamics
across systems of influence.

CAUSES AND CONSEQUENCES OF SYSTEM SHORTFALLS

Why do we spend so much and get so little for our national
health system investment?

Substantially, this 1s due to constraints on our lines of sight. Because most health
improvement efforts—disease and injury prevention, treatment, and rehabilita-
tion—are designed around a single encounter or issue, it is there that they often
end. Immunizing a toddler, delivering a baby to a young mother, setting a broken
arm, counseling someone depressed, testing a blood sugar level, screening for
high blood pressure, treating a leg ulcer, explaining an employee safety program,
preparing a school meal plan, scheduling for chemotherapy, preparing a hospital
discharge—each represents the dedicated work of a skilled health professional usually
delivered with a focused sense of purpose in anticipation of the best result. Yet, the
reasons care is needed, and the likelihood of its optimal impact on health prospects,
depend on myriad factors beyond a single precipitating event or diagnosis, such as
a heart attack, stroke, or diabetic retinopathy—tactors that include the interplay
of behaviors, environments, socioeconomic status, ethnic and gender biases and
prejudices, factors that can course throughout communities and throughout lives.
Our aims must clearly orient beyond the singular (Berwick et al., 2008).

On the other hand, our payment and reward systems clearly focus on the singular
and the serial—occurrence of an illness and its treatment, sometimes repeatedly.
Health care financing is largely structured around separate charges for individual
components of services provided for a particular diagnosis, presenting powerful
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organizational and financial disincentives to the health care stewards we trust to
be focused on producing optimal health results for patients and families. Even
when focus is turned to results rather than services—value rather than volume,
as the saying goes—unless incentives are aimed to present and engage the longer
term, multisystem factors often involved, attention will be more naturally drawn
to a near term and narrow single condition perspective (Daschle et al., 2013b). A
clinical team attempting to help a person manage diabetes will be substantially
hindered if the focus is limited to the presenting vital signs and blood chemis-
try profiles, when the most basic success factors reside in patient distinctions as
to medication cost and access, literacy, family circumstances, mobility, digital
accessibility, dietary patterns, employment status, and neighborhood character.

Economic Implications

The consequences of short-term and narrowly focused interventions impact
more than morbidity and mortality. Performance inefficiencies and shortfalls are
expensive. Costs are personal for people and their families; they are collective for orga-
nizations whose efficiency and effectiveness are tightly linked to the health status
of those who populate them; and they are societal for populations whose aggregate
vitality and capacity are sapped both by the economic burden of waste and by the
dispiriting and debilitating impacts of unnecessary disparity and marginalization.

Children born in low-income, high-risk circumstances, and who are not seam-
lessly linked to the support they need, risk being delayed or disabled from the
outset. The lifetime costs of the resulting services required and lost productivity
experienced will likely far exceed what would have been the cost of the initial
investment. Without effective linkage of activities, as indicated, among schools,
clinicians, social service, law enforcement, and juvenile justice organizations,
teens and young adults who are passing through the challenges natural to that
period will be placed at greater risk—and lifelong expense and loss of income
potential—from issues such as pregnancy, alcohol and drug abuse, depression,
and violence. People who live and work in communities in which the cultural
signals, norms, and opportunities are aimed at fostering attention, support, and
priority to health and health-promoting strategies are more likely to be healthier,
with the attendant personal economic advantages.

At the organizational level, the burden of our failure to capture system-wide
opportunities for greater efficiencies can be considerable. In 2011, hospital read-
missions due in part to missed opportunities to better manage care coordination at
discharge imposed more than an estimated $40 billion (Health Policy Brief, 2012;
Hernandez, 2010; Hines et al., 2011; Kasper et al., 2002) The cost of lost produc-
tivity due to illness imposes a substantial burden on workplaces, often generating
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costs well beyond those for health care alone (Loeppke et al., 2008). In the aggre-
gate, the full extent of the economic consequences of our fragmented system are
unknown, but the costs are staggering. We do know from various studies that about
30 percent of overall health expenses in the United States are unnecessary—the
costs of unneeded services, care delivered inettficiently, charges that are too high,
excessive administrative costs, missed prevention opportunities, and fraud (Berwick
and Hackbarth, 2012; IOM, 2010). Beyond this are the personal and social costs
imposed by unwanted pregnancies, learning disabilities unaddressed, overweight
and obesity, alcohol and substance abuse, criminality and incarceration, and others
that could potentially be avoided or modified if the interfaces and incentives were
aligned for their cooperative engagement. Still more consequences reside in the
resulting loss of economic productivity among those affected.

POTENTIALLY TRANSFORMATIVE SYSTEM PARTNERSHIPS

Which systems and partner stakeholders must be more seamlessly engaged?

Harnessing society’s full potential for optimizing health outcomes across the lifespan
requires reaching out well beyond the health care system, from the earliest days of
childhood. That potential is determined by the robustly networked interplay among
systems and services that, in diverse ways, have central bearings on health prospects, and
for which insights are applicable from other sectors using integrative platform models to
manage the flow of goods and services (Parker et al., 2016). Examples follow of some
of the relevant stakeholders identified in the discussion of the issues mentioned here.

Clinicians, Health Care Organizations, Pharmacies

Across the board, no country can claim a cadre of health professionals that is
more skilled, more dedicated, or more highly resourced than those in the United
States. Yet, clinicians and health care organizations often are challenged in
addressing issues of great social and developmental importance to patients (Diaz
and Manigat, 1999). Prevailing cultures, financing, standards, accountability,
accessibility, and organizational structures are largely designed to foster narrow
perspectives and poorly coordinated activities, certainly between health care and
other systems important to optimizing health prospects, but also among different
health care institutions providing relevant services, and even among service units
within the same organization. Successful models of team care, linked interven-
tions, and information system platforms indicate not only that the care delivery
process itself can feasibly operate in a fashion transformative for near-term and
lifelong health prospects, but also that it has the potential to operate as a system
that continuously learns and improves (Forrest et al., 2014; Margolis, et al., 2013).
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By promoting consistent leadership messaging on health progress, underscoring
key trends, identifying groups within their own institutions with disproportionate
shortfalls, emphasizing the intersecting system-wide influences, indicating steps
to marshal community-based corrections, and monitoring progress within their
own communities, effective leaders can move organizations beyond disconnected
efforts to implement system-wide strategies for better health.

People and Their Families

Since the appearance of the first village healers, health and health care have
operated through a flow of authority and expertise that went in only one direc-
tion, from healer to patient. With transformations in access to knowledge and
tools, the prospects are at hand for an unprecedented democratization of health
and health care decision making and delivery (Fineberg, 2012b). Unimagined a
generation ago, the speed at which advancing digital technology has put health
improvement potential literally at our fingertips is simply stunning (Frist, 2014).
Already possible is support through virtually immediate access to information
and assistance, online and real-time advice and counseling for specific circum-
stances, rapidly growing applications for decision assistance for a variety of health
and medical issues, GPS (geographic positioning) tailored care access and care
monitoring facilitation, remote site diagnosis and assessment of certain laboratory
and physiologic parameters, and even the early stages of remote site therapeutic
measures. Patient portals and teleconsults have already improved the quality of
information available for ongoing care, reduced the need for outpatient visits in
many facilities, and made possible improved care for homebound and geographi-
cally distant people. The growing capacity for gathering, assessment, and use of’
individual clinical data dramatically accelerates to prospects for continuous learn-
ing and care that is better tailored to an individual’s life-course circumstances.
Barriers come not so much from the limits of technology as from inequity in
access, the need for greater priority on system interoperability, the development
and testing of reference standards to ensure reliability, cross-sector strategies for
deployment, and adoption of an operative personal linkage approach to allow
the service integration, improvement, life-course tailoring, and learning that is
technically feasible.

Social Services

In the spirit of the adage that the advancement of a society can be judged
by the way it treats its most vulnerable, some of our most important gains as a
nation have come as a result of efforts to reach out and engage the basic needs
of the poor and the isolated. As a society, there is substantial common ground
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on the fundamental notions: that every person has the basic food and shelter
they need; that care is available to all pregnant women; that newborns and their
mothers have the appropriate services required; that young families contending
with unfamiliar experiences and new financial pressures have helpful assistance,
including the lifelines and links of home visits, if required; that young children
get an early start with positive socialization and educational experiences; that
schools and care organizations be alert for social circumstances placing children
in jeopardy; that those who are ill, infirm, and homebound have ready access
to assistance that meets them where they are; and that those in the late stages
of life suffer as little pain, displacement, and as little loss of dignity as possible.

Although these are social values around which beliefs are broad, the public and
private efforts to act upon them can often be sporadic, disjointed, uncoordinated,
with limited follow-through—multiple organizations tending individually to
responsibilities for narrow segments of the needs. Promising intersectoral and multi-
system models have been demonstrated for high health care utilizers—the so-called
“hot spotters” (Gawande, 2014)—through the work of various organizations. The
Camden Coalition used targeted and tailored multifaceted services with a group
of high-cost, high-utilizer individuals and reported a 50 percent reduction in costs
and hospital visits (Green et al., 2010). A community-oriented organization, Health
Leads, using a multidisciplinary team-based model to connect high-risk individuals
with community-based resources such as employment, health insurance, and food,
reported broad-based positive impact in reducing those needs (Garg et al., 2012).
The Commonwealth Care Alliance is a not-for-profit delivery system for complex
medical need patients served by Medicare and Medicaid. Using multidisciplinary
clinical teams, their Senior Care Plan model reported nearly half the rate of hospi-
tal stays of those in fee-for-service plans, as well as much lower medical spending
growth over 5 years (Meyer, 2011). These promising results suggest the need to
deepen the partnership between clinical and social organizations in the interest, first,
of the patients served, but clearly as well for community and financial sustainability.

Public Health and Safety Agencies

Public health holds society’s front-line responsibility for identification and
engagement of health threats to the population. Many of the most important
health gains of the past century have come as a result of public health measures
ranging from those of sanitation and hygiene to safer food, reductions in deaths
among mothers and babies, immunization and infection control programs, and on
to campaigns on tobacco and lifestyle issues. The effectiveness of public health has
long been dependent on a close relationship with the clinical community, and, if
the number and variety of newly emerging diseases is increasing with population
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expansion and ecosystem change—e.g., Lyme disease, HIV, SARS, Ebola, and
Zika, among others—the seamless interface of public health and clinical care
systems is essential. Of related importance is the ability of public health to be
able to draw upon, and share the results of, emerging laboratory, genetic, GPS,
information processing, and crowd-sourced data for strategic community-wide
planning and response. Simply stated, public health should be a central steward of
system interfaces and strategic direction for better health throughout the life course.

Schools and Preschool Facilities

Virtually every child in the nation attends a school, and, while education has
to be the first priority for our schools, for too many children their school is the
closest thing they have to an agent with a dedicated interest in their welfare.
Beyond the fact that educational level is the most powerful determinant of
lifelong health prospects, schools have also served as the anchor locus for com-
munity health interventions such as immunizations, drug and alcohol use, teen
pregnancy, and health behavior efforts. If schools are to be able to effectively
manage their basic educational responsibilities, while also helping advance the
agendas of the health and social service sectors, the communication interfaces
with those sectors have to be as seamless and fluid as possible, the databases
interoperable, and the reward structures tully aligned.

Income and Payment Organizations

Employers have a clear incentive for keeping their workforces healthy, as do
those who manage the health care payments for their employees and other stake-
holders. Although as a group, no sector may have a greater stake in the long-term
health prospects of the population as a whole, whether from a productivity or cost
of care perspective, the current payment systems, as well as the rate of turnover
among employee groups and beneficiaries, all provide adverse incentives for the
longer-term view needed. Shorter-term approaches oriented to value-based and
bundled payment models are of interest, as are accountability initiatives tailored to
focusing payments on proven interventions. But, for these stakeholders to be able to
bring to bear their considerable influence in the interest of system-wide strategies
for better health throughout the life course, the prevailing payment system will
have to move more directly to one that aims to improve overall population and
community-wide health outcomes, with accountability measures directed to and
focused on system-wide performance in improving health. Similarly, state flex-
ibility to use Medicaid and other categorical federal funding to improve a shift to
population-based care and accountability structures may help reduce fragmentation
and stimulate systems-oriented leadership and integration at the community level.
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Broadcast and Social Media

The nature of our digital lives is changing so rapidly, it is difficult to know
the trajectory of its evolution. But, it is clear that it is a rapidly spreading and
global force that is likely to have a very important influence on health-related
dynamics over the life course. The use of social media, by virtue of its nature,
has the ability to instantly cross lines of previously disparate and separate sectors.
Whether from the perspective of the use of communication channels to influence
perspectives, or to draw attention to emerging problems, or to rally support for
action, or to use crowdsourced data as a research tool, this is an arena of direct
relevance for life-course strategies.

Consumer Product Retailers

Marketing is a clearly established accelerant of human behavior, for better or for
worse. Television marketing in the 1950s and 1960s drove the ascendance of cigarette
use and pushed tobacco to the leading spot among the nation’s killers. On the other
hand, televised counter-tobacco marketing in the time from 1968 to 1970 yielded
the historically steepest decline in tobacco use, and actually led to some relief'in the
tobacco industry when television advertising—and the mandatory counter-ads—
were eliminated. Advertising of food products targeted to children clearly had an
impact on their attitudes and food choices, and probably on the rates of childhood
obesity. The potential effectiveness of sustained social marketing strategies to facili-
tate positive behavior change suggests that marketing awareness is clearly relevant
to conceptualizing life-course strategies for health improvement (IOM, 2006).

Law Enforcement and the Courts

The nation is currently experiencing a resurgence of addiction, in this case
fueled by increased use of opioids by young people. Accordingly, we are reminded
of the central role of the law enforcement and the courts in any strategy aimed at
effective engagement of those afflicted with addiction. Police have clearly said,
“We can’t arrest ourselves out of this problem.” These circumstances, as well as
those in which the first surfacing of childhood endangerment may be in family
courts, underscore the critical importance of common agendas and strong and
effective communication channels between and among the justice, social services,
education, and clinical care systems.

Community Commons Stewards

Sustained multisystem progress for health improvement across the life course
starts where people live, work, and play (Lavizzo-Mourey, 2015). In part, health
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care organization leaders can play a natural role in this respect. Hospitals can
advance community-wide strategies for health improvement, and have an eco-
nomic incentive to do so, via community benefit programs. Municipal public
health departments are poised to steward a coordinated agenda linking health,
community, and economy in development efforts. Community agencies planning
and setting not only standards for food, sanitation, and environmental safety, but
also standards for green space, for activity-friendly building designs, for zoning
in the placement of fast food and alcohol outlets, and for working with employ-
ers in the development of community-wide initiatives, all can have important
influences on the extent to which a community culture of continuous health
improvement becomes a central element of a community’s identity (Lavizzo-
Mourey and McGinnis, 2003). Community leadership, with the elected leader
at the head, is central to fostering the bridges across sectors, and ensuring the
establishment and tracking of key indicators necessary for attention and progress
throughout the life course (Inkelas and Bowie, 2014).

VITAL DIRECTIONS

How can financing, accountability, technology, and culture be aligned to
foster system-wide transformation for better health over the life course?

With so many issues and stakeholders—in the face of such complexity—how can
a life-course, systems-oriented approach be envisioned, much less implemented?
Our view is that it is substantially achievable with more effective use of the tools
and aggregate resources already available and in use at some level today, but which
require the leadership and will to refine, implement, and spread (1) health care
financing that supports and rewards health improvement at the population level,
in addition to the best care for individuals; (2) a parsimonious set of validated core
measures to drive sustained systems-wide focus and accountability for action-
able factors most important to health—the vital signs for our vital directions;
(3) seamless digital connectivity affording operative real-time interfaces across
sectors and across time; and (4) a transformative culture of health equity and
continuous health improvement in every community throughout the nation.
Each can be accomplished, and is dependent only on strong collaborative-minded
public and private leadership at every level—national, state, local, organizational,
and individual (Fineberg, 2012a; Halfon et al., 2014b).

Vital Direction: Shift health care payments to financing that rewards system-
wide health improvement. Basic expenditure principles—personal, private, and
public—including knowing what you want, knowing its price, and paying for
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its delivery. Because for the prevailing health care financing pattern, none of
these pertain, our payment model has resulted in substantial system distortions
(IOM, 2012). With larger and larger sums in play, health care payments are
made not for health outcomes or treatment packages, but for many—sometimes
hundreds—of individual components; the prices of either of those individual
components or their likely total cost is rarely known until completion of a
course of uncertain duration; and, as noted, payments made are often unrelated
to delivery of results (Frist and Daschle, 2015). The result is a fragmentation of
incentives down to a focus on the smallest possible unit, rather than the overall
performance of the system for an individual or a population. We pay for illness,
not for health (Daschle, 2009). If we are to forge effective interfaces among
the various system elements importantly shaping health outcomes, then pay-
ments need to shift to reward overall system performance in delivering those
outcomes, including incentives for more effective attention to children at risk
(Lavizzo-Mourey, 2016). Some prepaid health plans—e.g., Kaiser Permanente,
Group Health, and parts of Geisinger—are based on this philosophy and, as
a result, tend to have more prominent community-facing dimensions. The
Centers for Medicare & Medicaid Services has initiated a broad-based payment
Learning and Action Network with the aim of developing alternative payment
models for accelerated transition from payments for individual services, ulti-
mately to a system profile that maximizes payments based on value delivered
to a population (Daschle et al., 2013a). By assuming financial responsibility for
specific populations, health care organizations have a vested interest in better
linking to the community, including local health and social service depart-
ments, schools, senior centers, and faith-based institutions. What’s required
is a substantial acceleration of the progress toward a health financing system
that clearly supports and rewards health improvement at the population level,
in addition to the best care for individuals.

Vital Direction: Initiate multilevel standardized measurement of system performance
on core health indices. In order to make progress toward better health, we must
know where we stand on representative issues for each of the dimensions most
important to health: health care, social circumstances, environment, health
behaviors, individual and community engagement, and, of course, health status.
The challenge is that if the measures are too numerous and are inconsistently
formulated from place to place and time to time, they are ineffective and even
counterproductive. There remains an urgent need to align and condense our
current measurement approaches to a core set of standardized measures reli-
ably available for broad comparison across institutions and across time. If our
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restructured payment systems are aimed at a substantially improved focus on
results—on the performance of the system in producing better health in the near
and the long terms—then our assessment models must be similarly designed to
assess system performance. Ironically, as we have become better able to measure
clinical activities, and as our focus on accountability has imposed requirements
for more measurements, the result has actually been to shift focus away from
the performance of the system to the delivery of individual services. Moreover,
multiple, often incompatible approaches to measuring delivery of the same service
have further complicated the issue. Across clinical care, thousands of individual
measures are collected to measure results on hundreds of clinical conditions,
and without harmonization the opportunities for reliable cross-institutional or
system-wide lessons are highly limited. On the grounds that a small set of stan-
dardized and harmonized core measures aimed at system performance should be
collected at every level—national, state, communal, and, as indicated, institu-
tional—the Institute of Medicine’s recent report Vital Signs recommends such a
core set. It proposes just 15 core and composite measures of health, health care,
costs, and engagement, including measures such as high school graduation rate,
teen pregnancy rate, and obesity (IOM, 2015). Additional refinement remains
for practical implementation of the 15 measures at all levels, but, again, this is
a feasible potential tool to shift attention and action to broader and more effec-
tive system interfaces and performance. We need vital signs to assess and direct
progress toward our vital directions.

Vital Direction: Speed development of a universally accessible and interoperable
digital health platform. The most basic element defining a system is the network
of nodes important to a functional objective—improving health for a defined
population—and basic to the effectiveness of the system’s operation is the time-
liness and reliability of information flow among those nodes. In a substantial
departure from the historical limits, we now have the practical possibility of
virtually instantaneous communication among the stakeholders. The barriers
that exist to achieving that possibility are formidable, but they are not technically
prohibitive. Agreeing to standards for interoperability, ensuring their system-
wide application, working out use and privacy protocols, ensuring interface
and personal access capacities for individuals, and embedding analytic tools for
continuous learning are all feasible and their accomplishment would establish the
infrastructure for transformative multisystem, multisectoral initiatives enabling
life course—oriented strategies for health improvement. With our rapidly acceler-
ating capacity for real-time linkage and learning, we have in place the potential
to establish and grow a continuously learning and improving health system.
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Vital Direction: Foster awareness and action on a community culture of continuous
health improvement. Ultimately, transformative changes in health and health care
require transformative leadership and action at the community level. Effective
integration, application, and assessment of multisector and multidomain strategies
to mobilize the clinical, social service, educational, voluntary, commercial, and
related stakeholders—to mobilize the citizenry—on behalf of better health for
all, requires leadership to catalyze the emergence of the community-wide vision
of the possible. It takes a culture change on many dimensions, away from one
that is focused on the narrow and proximate, to one inspired by what is feasible
to achieve, and how to achieve it, for the issue that ultimately matters most to
people: their health, the health of their families, and the health of their neighbors.
This is the aim, for example, of the Culture of Health movement envisioned
by the Robert Wood Johnson Foundation (Lavizzo-Mourey, 2015). Building
on what has already been demonstrated on the ability to use a well-developed
digital platform to improve services and linkages and to accelerate knowledge
and evidence development, as well as what has been accomplished by continuous
improvement initiatives in health care and elsewhere, the beginnings of a move
toward a community culture of continuous health improvement are also in place.
Using provisions of the community benefit requirements in the tax code that
compel the many nonprofit health care organizations to assess and work toward
meeting community needs, tools are available for community leaders to mobilize
support and movement toward a transformative community health culture.

CONCLUSION

Especially given the considerable resources available and used in the American
health care system, we are substantially underperforming. Yet, compelling and
actionable knowledge is now available about the ways health is shaped from its
very beginning by factors outside the health system, as well as how engaging
those factors more effectively can improve health prospects over a lifetime.
With the tools available and the prospect of reinforcing leadership, technical
assistance, and policy initiative from the national, state, and private sectors,
the possibility should be at hand for better health prospects at the start of life,
throughout its course, and at its conclusion. By aligning financial incentives, by
employing measures that drive attention and accountability to where it matters
most, by taking advantage of the potentially stunning power of the emerging
digital platform, and by determined efforts to strengthen community capacity
to catalyze necessary changes in community culture and priority, substantial
advances in health, health care, and health equity are attainable for Americans.
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SUMMARY RECOMMENDATIONS FOR
VITAL DIRECTIONS

1. Shift health care payments to financing that rewards system-wide
health improvement.

2. Initiate multilevel standardized measurement of system performance
on core health indices.

3. Speed development of a universally accessible and interoperable
digital health platform.

4. Foster awareness and action on a community culture of continuous
health improvement.
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espite the powerful effects of social and behavioral factors on health,

development, and longevity, US health policy has largely ignored them.
The United States spends far more money per capita on medical services than
do other nations, while spending less on social services (Bradley et al., 2011).
Residents of nations that have higher ratios of spending on social services to
spending on health care services have better health and live longer (Bradley and
Taylor, 2013; NCR and IOM, 2013a). The relative underinvestment in social
services helps to explain why US health indicators lag behind those of many
countries (Woolf and Aron, 2013). The best available evidence suggests that a
health policy framework addressing social and behavioral determinants of health
would achieve better population health, less inequality, and lower costs than our
current policies.

OVERVIEW

For over a century, each generation of Americans has lived longer than did
their parents because of advances in health care and biotechnology (Nabel and
Braunwald, 2012) and progress in public health and health behaviors (Laing and
Katz, 2012; Tarone and McLaughlin, 2012). However, although the US popula-
tion gained 1-2 years of life expectancy in each decade from 1950 to 2010, life
expectancy has since then increased by only 0.1 year (Arias, 2015; Murphy et
al., 2015), and some researchers predict that it will decrease for the next gen-
eration because of the obesity epidemic (Olshansky et al., 2005). Mortality in
middle-aged white women is already increasing, most strikingly in residents of

71



72 | Vital Directions for Health and Health Care

the southern United States and in women who lack a high school degree (Case
and Deaton, 2015; Gelman and Auerbach, 2015).

In contrast with the United States, many high-income nations continue to
achieve major gains in health and life expectancy. Life expectancy of white
men and women in the United States is more than 4 years shorter than that in
many European countries and even shorter among blacks (National Center for
Health Statistics, 2015); indeed, the United States overall ranks 27th among
Organisation for Economic Cooperation and Development (OECD) countries
in life expectancy at birth.

In addition to the relatively poor health of the overall US population, the burden
of ill health is unevenly distributed. Ditterences in health that are avoidable and
unjust—referred to as health disparities or health inequities—are greater in the
United States than in peer countries, such as Canada or high-income European
countries (Avendano et al., 2009; Lasser et al., 2006; Siddiqi et al., 2015; van
Hedel et al., 2014). People in less-advantaged groups have worse health from the
moment of birth and throughout life. For example, a 40-year-old American man
in the poorest 1 percent of the income distribution will die an average of 14.6
years sooner than a man in the richest 1 percent; the gap for American women
1s 10.1 years (Chetty et al., 2016). Health disparities also occur in relation to
other aspects of socioeconomic status, such as education and occupation, and in
relation to race or ethnicity, gender, sexual orientation, and place of residence
(Adler and Rehkopf, 2008). To a great extent, socioeconomic disparities underlie
other bases of health disparities, but they do not account for them fully. Because
socioeconomic factors are major, modifiable contributors to disparities, addressing
them is a logical way to reduce disparities in multiple dimensions.

Health disparities are not inevitable; actions that lessen social disadvantage can
reduce gaps in health and longevity. For example, progress in reducing health
inequities between blacks and whites was achieved in the late 1960s and the 1970s
after the passage of major civil rights legislation (Almond et al., 2006; Kaplan
et al., 2008; Krieger et al., 2008). Contemporary data suggest that, despite the
worrisome evidence on middle-aged and older adults, patterns in younger people
are more encouraging (Currie and Schwandt, 2016).

Those three lines of evidence—the relatively poor health status of the US
population compared with other countries, the existence of health disparities,
and fluctuations in health and health inequalities in relation to policy-driven
changes in social conditions—point to the importance of policies that address
social determinants. Such policies, although not typically viewed as “health poli-
cies,” have the potential to improve the health and longevity of all Americans
and to reduce health disparities.
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KEY ISSUES, COST IMPLICATIONS,
AND BARRIERS TO PROGRESS

Powertul drivers of health lie outside the conventional medical care delivery
system, so we should not equate investment in clinical care with investment in
health. Investment in clinical care may yield smaller improvements in population
health than equivalent investments that address social and behavioral determi-
nants. To the extent that health care investment crowds out social investment,
substantial allocation of resources in clinical care may have an adverse effect on
overall health, particularly on the health of the socially disadvantaged. Health
policies need to expand to address factors outside the medical system that pro-
mote or damage health.

To help frame the policy options, we consider several issues of overriding
potential to improve health and diminish health disparities:

o Addressing “upstream” social determinants of health. Accumulating evidence high-
lights the individual and collective contributions of education, labor, criminal
justice, transportation, economics, and social welfare to health. Policies in
those domains are increasingly understood to be health policies.

o Fostering health-promoting resources and reducing health-damaging risk factors throughout
the life course. Behavioral patterns develop and play out in the context of physi-
ologic and social development, and benefits of early intervention accumulate
over one’s lifetime. Policies that make it easier and more socially normative
to engage in healthy behaviors have proved effective, as have policies that
reduce the harm caused by risky behaviors.

o Improving access to, effects of, and the value of clinical health care services. Difterential
access to high-quality health care services can create health disparities. These
inequities can be rectified by aligning reimbursement strategies to increase
access, by expanding the array of services that are reimbursed, and by improv-
ing the quality and efficiency of services. Better links between health care
and public health activities could increase the effects of health expenditures.

Although policymaking is necessary, it is not sufficient. Effective implemen-
tation is essential and requires continuing attention and coordination among
different parts of government. Gaps between policies and practices have dimin-
ished the effects of excellent policy initiatives. For example, a number of poli-
cies included in the Affordable Care Act (ACA) (US Department of Health and
Human Services, 2016) have not been implemented, because funding was not
appropriated, not fully allocated, or misallocated. A national prevention strategy
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(Shearer, 2010), developed by representatives of 20 federal agencies, provided
a comprehensive agenda for prevention and recommended funding starting at
$500 million and rising to $2 billion. However, it was never fully funded, and
monies have been shifted for other purposes within the Department of Health
and Human Services.

We discuss below specific policies or enhanced implementation of existing
policies in the three vital directions. Although we frame recommendations in
terms of the people who will benefit from them directly, family members may also
benefit; for example, financial strain on parents or caregivers may be reduced by
nutritional benefits provided to children. We emphasize programs that are likely
to trigger beneficial spillovers and improve overall population health. Because
disadvantaged and vulnerable people should benefit most from these policies,
their enactment and implementation should also reduce health disparities.

Health Disparities and the Upstream Social Determinants of Health

Policies that improve the overall social and economic well-being of individuals
and families will reverberate across a variety range of health outcomes and help
to achieve health equity. Some examples follow.

Home-visiting programs in pregnancy and for parents of young children. Home-visiting
programs, especially during pregnancy and early childhood, have demonstrated
multiple benefits. Such programs as Healthy Families America, Nurse—Family
Partnership, and Parents as Teachers address threats to social, emotional, and
cognitive health in children of low-income families by assessing family needs,
educating and supporting parents, and referring and coordinating services as
needed. They can help parents and children to build better relationships, strengthen
family support networks, and link families to community resources, although
results have not been consistently strong across implementations (Olds, 2016).
The strongest evidence is related to the Nurse—Family Partnership program,
whose rigorous evaluations have shown better cognitive development, lower
mortality from preventable causes, reduced arrest rates, reduced child abuse,
and fewer days on food stamps (Oftice of the Surgeon General, 2001; Olds et
al., 2002, 2004, 2014). The ACA expanded home visiting by amending Title V
of the Social Security Act to create the Maternal, Infant, and Early Childhood
Home Visiting Program, allocating $1.5 billion to states, territories, and tribes in
FY2010-2015. Funding at $400 million per year was extended through September
2017. Support for evaluation of existing programs and programmatic innova-
tions was built into the ACA mandate, and their effects on parenting behavior,
child abuse and neglect, economic self-sufficiency, and child development are
now being assessed.
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Earned income tax credit. Nearly 30 million families receive earned income tax
credit (EITC) benefits, which provide cash transfers to low- to moderate-income
working people, particularly those who have children. The federal program costs
roughly $70 billion a year and lifts about 9.4 million families above the poverty
line (IRS, 2016). About 80 percent of eligible families receive EITC benefits.
Rigorous studies indicate that more generous EITC benefits predict improve-
ment in maternal health, improvements in indexes of both physical health (e.g.,
blood pressure and inflammation markers) and mental health (Evans et al. 2010),
reductions in maternal smoking during pregnancy, healthier birth outcomes,
decreases in childhood behavioral problems, enriched home environments for
children, and better mathematics and reading achievement scores (Dahl et al.,
2005; Hamad and Rehkopf, 2015, 2016; Hoynes et al., 2012; Strully et al.,
2010). Benefits vary substantially between states, because many states add to the
federal benefit package; 12 states increase the federal benefit by 20 percent or
more. States with higher benefit rates also enjoy better health returns, and this
suggests that greater health could be achieved by increasing the federal benefits
to match the more generous states. EITC benefits are quite low for childless
workers, including noncustodial parents. Improving benefits for noncustodial
parents in New York was associated with higher employment rates and child
support payments (Nichols and Rothstein, 2015). Greater health benefits could
be achieved by including more people, increasing the benefit rate, and provid-
ing higher benefits.

Federal minimum wage. The current federal minimum wage—$7.25 per hour—
translates to $14,500 per year for a full-time employee and places a family of three
far below the poverty line. Poverty is a strong predictor of poor health and earlier
mortality not only of the worker but also of family members. A 2001 modeling
analysis of increasing the minimum wage to $11 per hour estimated substantial
benefits for low-income families by decreasing the risk of premature death and
reducing sick days, disability, and depression and for children in those families
by increasing high school completion and reducing early childbirth (Bhatia and
Katz, 2001). EITC and minimum-wage increases are complementary (Nichols
and Rothstein, 2015).

Although some counties and states have passed laws to raise minimum wages
to $15 per hour, smaller increases should still have an effect on health. One of
the immediate effects may be a reduction in food insecurity. In contemporary,
obesogenic environments, food insecurity is linked to consumption of calorie-rich
but nutritionally poor foods and consequent weight gain, especially in girls and
women (Burke et al., 2016; Cheung et al., 2015). State comparisons suggest that
minimum-wage differences have contributed to about 10 percent of the increase
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in average body-mass index since 1970 (Meltzer and Chen, 2011). Legislation
proposed in the 114th Congress to increase the federal minimum wage to $12
per hour by 2020, phased in by $1 per hour each year, would likely have health
benefits, especially among low income workers.

Occupational safety and health. Deaths of US workers on the job and from
occupation-related diseases occur disproportionately among those who have
limited labor-market opportunities and accept unsafe working conditions. These
workers are commonly members of racial or ethnic minorities, immigrants, and
people who have little education (Steege et al., 2014). The main agency charged
with averting work-related injury and other harm is the Occupational Safety and
Health Administration (OSHA), and substantial evidence indicates that OSHA
enforcement activities reduce workplace injuries (Michaels, 2012; Tompa et al.,
2016). Its capacity to ensure that all workers have safe conditions is impeded by
the granting of exemptions to many employers and by inadequate funding for
oversight. Employers that have 10 or fewer employees are not required by OSHA
to keep injury and illness records unless specifically instructed, and enforcement
of occupational-safety regulations on small farms that have paid employees is
constrained. At current funding levels, OSHA has one compliance officer for
every 59,000 workers and 3,600 worksites (OSHA, 2016). Additional capacity
is needed to adequately meet OSHA’s current mandate, which should also be
expanded to smaller employers and agricultural employees.

Episodes of unusual need throughout the life course. Policies that enable individuals
and families to deal with challenging periods and life events may be especially
effective. Beyond supporting home visiting during pregnancy and early child-
hood noted above, several types of policies may bufter job loss and address other
temporary periods of family need:

* expanding the Family Medical Leave Act to cover smaller employers, and
add paid leave;

¢ allowing family caregivers to be financially compensated for critical care, and
reduce the long-term labor-market effect of family caregiving;

* giving employers incentives to provide paid parental leave and paid sick leave,
including for low-wage workers; and

* expanding unemployment insurance, especially for low-wage workers.

Most countries support time spent in caring for family members, and the avail-
ability of sick leave and parental leave is associated with better health. Across
141 countries, neonatal, infant, and child mortality is lower in those that offer
longer paid maternal leave (Heymann et al., 2011). Children whose parents



Addressing Social Determinants of Health and Health Disparities | 77

return sooner to work after birth have lower odds of being immunized against
polio and measles (Berger et al., 2005). Dual-earner support policies in Nordic
countries that provide child-care support and paid leave for both mothers and
fathers are associated with lower poverty levels and infant mortality (Lundberg
et al., 2008).

The United States is the only high-income country and one of only eight
globally not requiring paid leave for mothers (Gault et al., 2014). The Family and
Medical Leave Act of 1993 provided up to 12 weeks of unpaid leave a year to care
for new children or seriously ill family members or, for a subset of employees, to
recover from their own health conditions. However, an estimated 40 percent of
the workforce is not covered by the Act, and many people cannot afford to take
unpaid leave (National Partnership for Women and Families, 2016).

Adult family members also commonly require care during episodes of illness
or age-related disability. An estimated 17 percent of Americans are providing
care for adults, generally spouses or parents. Most caregivers are employed, and
60 percent report having to make a workplace accommodation for caregiving
(Weber-Raley and Smith, 2015). Such caregiving is associated with stress and
poor health outcomes in the caregivers (Adelman et al., 2014; Capistrant et al.,
2011, 2012; Wolff et al., 2016). The growing vacuum of unmet needs calls for
policies that ensure coverage for the role that family members increasingly have
to play in caring for loved ones.

Vulnerability also comes with becoming unemployed. Unemployment is
associated with cardiovascular disease, depression, substance use, and other
health problems (Deb et al., 2011; Gallo et al., 2000). Adverse health effects
are partially offset by unemployment insurance (Cylus et al., 2014, 2015). The
US Department of Labor’s unemployment-insurance program provides unem-
ployment benefits to eligible workers in conjunction with individual states’
policies. In most states, a worker can receive up to 26 weeks of about half the
pay received in their most recent job (Stone and Chen, 2014). That is helpful,
but many people do not qualify, benefits differ substantially among states, and
those who fail to find a job during the 26-week period may be left without
income or a safety net.

Criminal justice and sentencing policies. The US incarceration rate is higher than
that of any other country and is five times greater than the worldwide median
(Sentencing Project, 2016). Well-documented adverse health effects of incarcera-
tion need attention, and longer-term consequences for incarcerated individuals,
their families, and communities need to be characterized better to guide future
reforms (NRC and IOM, 2013b). Particular attention to effects on youth involved
with the justice system is needed for:
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* improving prison health care services to reduce infectious-disease transmis-
sion and improve care management;

* funding rigorous evaluation of programs to improve the health of people who
are involved with the criminal-justice system and their families, including
alternative sentencing strategies, family preservation, and reentry programs; and

* strengthening diversion and mental health court pipelines for youth. Incorporate
mental health services and women’s health services into the juvenile crime
system.

Incarceration increases transmission of infectious disease, such as HIV/AIDS,
tuberculosis, and viral hepatitis; these diseases are, in turn, transmitted to the
communities after prisoners are released (Cloud et al., 2014; Drucker, 2013).
Despite greater health needs, health care for the incarcerated is characterized
by delays, restrictive prescription formularies, and inadequate availability of
acute and specialty medical care, including women’s health care (Daniel, 2007;
Drucker, 2013; Freudenberg and Heller 2016; Travis et al., 2014). Incarceration
has ripple effects on families: as of 2007, black children were 7.5 times more
likely and Hispanic children 2.5 times more likely than white children to have
an incarcerated parent. Improving health care for incarcerated people is likely
to be cost effective and could have spillover benefits to their families and com-
munities (Hammett, 2001).

Juvenile offenders have a higher risk of early and violent death than the
general population, and this risk is especially high for black youth (Aalsma et
al., 2016; Teplin et al., 2005). Incarcerated youth have greater health needs
than their nonincarcerated peers (Prins, 2014), but health care services in
the juvenile justice system are inadequate and lack enough mental health and
substance-abuse treatment professionals (Braverman and Murray, 2011). The
health needs of incarcerated girls, including pregnancy testing and prenatal
services, are routinely unmet in a system that is designed primarily for boys
(Braverman and Murray 2011). The National Research Council report Reforming
Juvenile Justice: A Developmental Approach proposed a developmentally informed
framework to treat youth fairly, hold them accountable, and prevent further
offending (NRC, 2013).

Fostering Health—Promoting Behaviors and Diminishing Risk

To grow up healthy and remain healthy into old age, people need resources
that enable healthy behaviors, reduce environmental risks, and improve their
capacity to maximize their own health. Investment in early life can form the
foundation for better health later and yield enduring benefits. However, since
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early gains can be undone by adverse environments encountered later in life,
attention is needed at every life stage.

Nutrition assistance. Adequate nutrition from a healthy diet is necessary at all
stages of life, but especially during pregnancy and in childhood, when growth
is most rapid. Large-scale Supplemental Nutrition Assistance Programs (SNAPs)
have been causally linked to greater consumption by children of fresh fruits and
vegetables, 1 percent milk (a superior alternative to whole milk), and fewer sugar-
sweetened beverages (Long et al., 2013). A temporary expansion of SNAP benefits
in Massachusetts was linked to reductions in inpatient Medicaid expenditures,
which suggests that conventional benefit levels are too low (Sonik, 2016). The
Special Supplemental Nutrition Program for Women, Infants, and Children
(WIC) targets pregnant women and postpartum mothers who have children 0-5
years old and combines vouchers that encourage consumption of lower-fat milk,
fruits, vegetables, and whole grains; nutritional and health counseling, including
promotion of breastfeeding; and referrals to health care and social-service pro-
viders. Participation in WIC has been associated with better birth outcomes and
higher child-immunization rates. SNAP serves roughly 45 million households a
month but is thought to miss about 17 percent of eligible participants. Expanded
enrollment and greater attention to nutritional impact of benefits is needed.

Children’s cognitive and social skills. A child’s brain development can be impaired by
exposure to adversity and lack of responsive, stimulating environments (Hertzman
and Boyce, 2010). Children in low-income families are exposed to fewer words
and less-affirming responses, and this results in a more constricted vocabulary
and a relative disadvantage by the time they begin formal schooling (Hart and
Risley, 2003). Children in such environments benefit from high-quality child
care. For example, low-income children randomized to attend a preschool that
combined a half-day session with family home visits showed long-term cognitive
and social benefits; the program generated a financial return on investment in
the form of savings on remedial education, incarceration, and teen pregnancies
(Knudsen et al., 2006). The best available evidence indicates that high-quality
early education programs have both social and health benefits (Campbell et al.,
2014; Community Preventive Services Task Force, 2015; Duncan and Magnuson,
2013). However, although the programs set the stage for success, their gains can
be undermined if children do not have access to good K12 schooling. Racial
and socioeconomic differences in school quality may thus translate into health
disparities (Duncan and Murnane, 2014; Keating and Simonton, 2008).

The strongest current evidence on early education relies on a relatively small
number of rigorously conducted studies. We lack sufficient evidence on how
variations in program design may modify short-term and long-term effects.
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Programs and school improvements are likely to be phased in over time, allow-
ing for experimentation and continued research to identify opportunities for
improvements in program effectiveness and efficiency. Therefore, priorities

should be placed on:

* expanding access to high-quality child care and preschool and promoting
high-quality primary and secondary schools; and

* supporting research on the effects of child care and education programs on
health and development.

Healthy behavior incentives. Health behaviors account for over one-third of pre-
mature deaths and are strongly influenced by socioeconomic factors (McGinnis
et. al., 2002). Smoking, lack of exercise, and diet are among the most important
known determinants of health. Market practices that encourage health-damaging
behaviors call for offsetting policies that create disincentives to engage in them,
such as:

* supporting FDA regulation to reduce the nicotine in cigarettes to below an
addictive threshold;

* encouraging the further adoption and rigorous evaluation of city and state
taxes for tobacco and sugar-sweetened beverages with emphasis on using
generated funds to support high-priority health programs and inform con-
sideration of a federal tax; and

* encouraging city and state policies to use and evaluate cross-subsidies that
increase the costs of foods high in fat, salt, or sugar and decrease costs of other
foods in restaurants and grocery stores.

Policies and interventions that target use of combustible cigarettes have resulted
in a marked drop in consumption over the last few decades. It is consistent with
microeconomic theory that increasing the purchase price of cigarettes through
added taxes substantially contributed to the marked decline in use and a later
decrease in smoking-related diseases (Colchero et al., 2016). However, tobacco
use remains an important contributor to premature mortality: nearly 17 percent
of Americans smoke, and rates are higher among those who have lower income
and education. Quitting is made harder by the fact that combustible cigarettes
are designed with nicotine concentrations that engender physiologic addiction.
Reduced-nicotine cigarettes facilitate smoking cessation (Donny et al., 2015).
Greater gains in reducing smoking could be made if manufacturers reduced the
amount of nicotine in cigarettes to a nonaddictive concentration (Fiore, 2016).
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Food marketers, including restaurants, grocery stores, bodegas, and food
companies, similarly influence consumption patterns. Some of their actions are
contributing to overconsumption and overweight and increasing the risks of
diabetes and other chronic conditions (Bartlett et al., 2014). Offsetting actions
include making healthier options more salient, easier to access, and less expensive
and promoting their selection as a default. Small demonstration programs suggest
that increasing the cost of sugar-sweetened beverages could reduce overweight
and obesity. Berkeley, California, and Philadelphia, Pennsylvania, are using
funds generated by increasing taxes on sugar-sweetened beverages to fund other
high-priority health programs (such as universal preschools). One concern is
that such a tax is potentially regressive in creating a greater economic burden
on low-income consumers. However, the counterargument is that the resulting
disincentive would be particularly beneficial to that population by reducing its
consumption of a health-damaging product and that it would benefit dispro-
portionately from the services enabled by the revenues.

Firearm safety. Injuries from firearms are an important and preventable source of
health disparities, especially for youth and young adults, for whom gun incidents
are the second leading cause of death. Homicides are visible and garner attention,
but firearm suicides are nearly twice as common as firearm homicides—21,175
versus 11,208 in 2013 (Xu et al., 2016). Their occurrence in the United States
is 6 times greater than the average in 23 other high-income OECD countries
(Richardson and Hemenway, 2011). In addition, accidental discharges of firearms
cause about 500 deaths per year, including deaths involving guns picked up by
very young children.

Firearm injury is a public health concern and should be dealt with accordingly.
More than is the case with any other health issue, developing and testing effec-
tive programs and policies to reduce firearm-related morbidity and mortality
are hampered both by a paucity of relevant data and the lack of a coordinated
approach to regulation of what is a dangerous consumer product.

Most Americans want such strategies as universal background checks and
assault weapons bans (Gallup Surveys, 2016), which could reduce injuries and
deaths without curtailing legitimate uses of firearms. Background checks would
not only reduce homicides (Rudolph et al., 2015) but lower the number of com-
pleted suicides inasmuch as such acts are often impulsive and may be averted
owing to the time needed for the background check (Miller and Hemenway,
2008). Firearm manufacturers are not subject to the same design standards as
are imposed on other consumer products; such standards could reduce the risk
of unintentional harm and the use of firearms against others, including law
enforcement personnel.
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Pressing firearm safety priorities include

* creating a national research infrastructure that includes sustained funding of
the National Violent Death Reporting System to enable more research on
public health approaches to promoting gun safety;

* requiring permits, comprehensive background checks, and waiting periods
for firearm sales, and require firearms dealers to implement them; and

* encouraging application of federal health and safety oversight to firearm design
similar to that involving other dangerous consumer products.

Health Care Financing Strategies to Reduce Health Disparities

The traditional models for financing medical care in the United States deliver
less than optimal population health, allow substantial health disparities, and exac-
erbate the burgeoning cost of medical care. Expenditures on clinical care have
an opportunity cost, and the amount of money devoted to health care delivery
makes it difficult to provide sufficient support for other kinds of investment that
would have greater health benefits. The US medical care system emphasizes
treating illness over preventing disease; this is the case for mental health and
substance-abuse disorders as well as for physical diseases (Frank and Glied, 2006).
Large sums are spent when people are acutely ill; much less is spent to prevent
illness or manage chronic disease. Economic incentives underlie the discrep-
ancy (Cutler, 2014). Both public and private payers for medical care generally
reimburse physicians on a fee-for-service basis, and payment is based on the
volume and intensity of services provided. More acute services are reimbursed
better than less acute ones; this reflects, in part, a natural desire to provide help
to those in crisis. This financing structure results in extensive care provision
in acute settings, insufficient care in less intense situations, and inattention to
social causes of disease. Steps that can be taken to rectify that imbalance would
improve overall population health and reduce disparities.

Several new initiatives have the potential to increase access to care, reduce
the cost of care to free resources for public health priorities, and improve the
quality of care. The ACA provides opportunities to link efforts in the clinic
with those in the community. As part of moving from a volume-based health
system to a value-based health system, current demonstration projects funded
by the Department of Health and Human Services are examining whether and
how integration of public health activities with clinical care systems can improve
population health, enhance quality, and lower costs. Team-based approaches
to patient-centered care and prevention are receiving heightened attention.
Community-based demonstration projects, such as State Innovation Models and
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Accountable Health Communities, offer special opportunities to establish such
linkages and address social determinants of health.

Alternative payment models. Two commonly proposed alternative payment
mechanisms deviate from the predominant fee-for-service reimbursement model.
The first is the pay-for-performance system, in which higher-quality care is
reimbursed more than lower-quality care. For example, for a person who has
a chronic health problem, the traditional fee-for-service reimbursement model
pays the primary care physician or specialist for each visit, whether or not it
adequately addresses the patient’s needs. In a pay-for-performance system, qual-
ity is based on the proportion of a provider’s patients with the illness who are
receiving appropriate therapy, and on how many acute episodes are prevented.
Physicians who adhere to guideline recommendations better and have fewer
acute incidents among their patients receive financial bonuses.

A second alternative payment model is a bundled payment or global payment
system in which a fixed amount is paid for each patient, depending on the patient’s
diagnosis and disease severity, regardless of what services are provided. The clini-
cian is responsible for all the costs of care management. For example, a physician
who successfully works with a patient to take needed medications and avoids
inpatient care would keep the savings from prevented hospitalizations. Bundled
payment models generally provide bonus payments for higher quality of care.

Payment mechanisms that value prevention over acute care should encourage
providers to address social factors that drive the need for services. However, ill-
planned implementation of such policies could backfire if incentives discourage
caring for vulnerable populations. Quantifying the costs associated with their
care is an important challenge in both bundled payment and pay-for-performance
models (NASEM, 2016; Sills et al., 2016). If extra costs associated with caring
for impoverished or socially marginalized patient groups are not fully captured
in metrics of patient illness (such as number of comorbid conditions), the result-
ing inadequate adjustment in calculating reimbursement structures could foster
discrimination by care providers and financially handicap safety-net providers.

Recent pay-for-performance and bundled payment experiments have had
encouraging results (Cutler, 2015). Pay-for-performance systems have been
associated with increased care quality but less cost savings. Bundled pay-
ment systems are associated with both quality improvements and cost savings
(Nyweide et al., 2015; Rajkumar et al., 2014; Swchwartz et al., 2015; Song
et al., 2014).The Department of Health and Human Services has proposed
expanding the use of alternative payment structures in Medicare with a goal of
30 percent of Medicare payments on an alternative payment basis by 2016 and
50 percent by 2018 and most of the other payments tied to quality. However,
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more remains to be done to expand the programs, including involvement of
private payers, and appropriate targets should be set to accelerate movement
to alternative payment models.

Health insurance coverage. People who do not have health insurance receive less
care than those who do have health insurance, including preventive care and
screening (Baicker et al., 2013; Sommers et al., 2014), and their health may suffer
as a result. In 2014, about 33 million Americans were uninsured for at least part
of the year. The ACA improved health care access substantially by establishing
health insurance exchanges, although enrollment in exchanges varies by state.
Universal access to Medicaid was intended for people who had incomes up to 138
percent of the federal poverty line, and subsidies for health insurance for those
who had incomes of 138 percent to 400 percent of the poverty line. However,
the Supreme Court ruling in NFIB v. Sebelius allowed states to opt out of the
Medicaid expansion, and about 3 million potentially eligible people live in states
that opted out. Nevertheless, about 20 million people have obtained coverage under
the ACA. Efforts needed to meet the nation’s intent to ensure coverage include

* encouraging states to opt into the Medicaid expansion; and
* determining which areas have relatively low enrollment in health insurance
exchanges and target enrollment efforts in these areas.

Chronic disease and oral health. More comprehensive health care coverage con-
tributes to better health. When coverage is narrower, people use fewer services,
and quality of care suffers (Brot-Goldberg et al., 2015; Lohr et al., 1986). The
ACA limited the cost sharing that can be required in insurance, but the mini-
mum policies are not particularly generous, and greater coverage is needed to
enable better care for chronic disease.

Many people suffer from chronic illnesses (such as hypertension, hypercholes-
terolemia, diabetes, and mental illness) that often can be treated with relatively
inexpensive pharmaceuticals, but high cost sharing may inhibit their use. For
example, each $10 increase in monthly cost sharing reduces use of chronic care
medications by about 5 percent (Goldman et al., 2007). The ACA requires
insurers to cover, with no cost-sharing, preventive services that are shown to
be eftective. That principle can be extended to chronic disease management,
starting with therapies that are inexpensive and highly effective.

The services covered by the policies should include dental care (Donoft et al.,
2014). Oral health problems, such as inflammation of the gums, can trigger or
exacerbate other health problems, such as heart disease, pulmonary disease, and
poor perinatal health (HHS, 2000). Health insurance generally omits access to
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all but emergency dental services and provides less access to dental care than to
medical care. Beyond possible overall costs savings from an investment in oral
health (Jeffcoat et al., 2014), better oral health is important in its own right and
may even have spillover effects on socioeconomic outcomes (Glied and Neidell,
2010). ACA expanded dental coverage for children but not for adults.

Pressing priorities therefore include

e requiring Medicare Part D and exchange health plans to cover chronic disease
care that leading bodies certify is highly effective, that has only modest cost,
and whose cost 1s a barrier to using the service;

* expanding Medicare, Medicaid, and exchange health plans to cover dental
care; and

¢ expanding standards for primary care medical homes and other advanced primary
care practice designs to allow adequate access to and use of preventive dental care.

CONCLUSION

The emphasis in our health system on medical treatments for acute problems
has yielded benefits for some but has failed to achieve the levels of population
health and longevity enjoyed by other nations. Overcoming our national health
disadvantage will require rebalancing our priorities to focus more on preventing
or ameliorating health damaging social conditions and behavioral choices. It is an
issue not of how much money is invested in health but of whether the dollars are
spent on factors that provide the greatest benefit. Moreover, a number of policies
addressing social and behavioral determinants of health would entail little or no
additional cost. This paper has presented only a sample of the wide array of policy
options that address social and behavioral determinants of health. Such policies
typically are not viewed as “health policies” but, in fact, have great potential to
reduce health disparities and improve the health and longevity of all Americans.

SUMMARY RECOMMENDATIONS FOR
VITAL DIRECTIONS

Strengthen assessment and action on health-impacting social policies.
2. Expand policies that increase resources and environments fostering
healthy behaviors.
3. Extend the reach and transform the financing of health care services.
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he proportion of the US population over 65 years old is increasing dramati-

cally, and the group over 85 years old, the “oldest old,” is the most rapidly
growing segment. People who survive into higher ages in America, which
itself is an aging society, face a suite of competing forces that will yield healthy
life extension for some and life extension accompanied by notable increases in
frailty and disability for many. We spend more, for worse outcomes, than many
if not all other developed countries, including care for older persons. Looking
forward, our health care system is unprepared to provide the medical and support
services needed for previously unimagined numbers of sick older persons, and we
are not investing in keeping people healthy into their highest ages. This paper
summarizes the opportunities for valuable policy advances in several important
spheres that are central to the health and well-being of older persons. In all of
them, concerns regarding disparities in health and the severe concentration of
risk among the poorest and least educated members of our society present special
opportunities for progress and these issues are addressed in detail in other papers
in the Vital Directions series.

KEY TRENDS IN DEMOGRAPHY AND HEALTH EQUITY
IN THE 21ST CENTURY

Aging and health intersect both at the level of the individual and at the level
of the entire society. For individuals, the extension of life achieved in the past
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century as a product of advances in public health, socioeconomic development,
and medical technology constitutes a monumental achievement for humanity.
Most people born today will live past the age of 65 years, and many will survive
past the age of 85 years, but life extension comes with a Faustian trade. Modern
medical advances will no doubt endure, but it is possible that continued success
in attacking fatal diseases could expose the saved population to a higher risk of
extreme frailty and disability as disabling diseases accumulate in aging bodies.

The aging of our society, reflecting the rapidly increasing proportion of older
people relative to the rest of the population, is a product of two major demo-
graphic events: the substantial increase in life expectancy and the baby boom.
At the societal level, this population shift will place great pressure on our fragile
systems of health care, public health, and other supports for older persons. Past
increases in life expectancy are impressive, but the more recent news is not as
good in America. In the middle 1980s, life expectancy of women in the United
States was about the average of that in Organisation for Economic Co-operation
and Development (OECD) countries. Since 2000, we have ranked last, and the
gap between the United States and other OECD countries in health status is
also widening. Contributors to the absolute increases in poor health experienced
by the most disadvantaged Americans, the poor and less educated, include the
concentration in these groups of multiple risk factors, including smoking, obesity,
gun violence, and increased teenage pregnancy (NASEM, 2015; NRC, 2012;
Schroeder, 2016).

As America ages, it becomes more diverse. By 2030, the non-Hispanic white
population will be the numerical minority in the United States. Increased longev-
ity is prevalent among several ethnic and racial groups (such as black, Chinese,
Japanese, Cuban, and Mexican American). Younger Hispanics, the most rapidly
growing group in our population, are generally US-born and have both higher
fertility rates and much higher disability rates than older Hispanics, who are
more likely to be foreign-born.

As discussed in detail in other discussion papers in the Vital Directions series,
owing largely to socioeconomic factors, many racial and ethnic groups, espe-
cially blacks, are at disproportionate risk for adverse health outcomes over the
life course compared with whites. Many factors may contribute to the disparity,
including biologic disposition to dietary and lifestyle behaviors and failure to
receive adequate health care. Given complex sociohistorical contexts, com-
parisons between racial and ethnic groups may be less useful than comparisons
among people within groups—tfor example, according to socioeconomic status
(SES)—in uncovering specific mechanisms.
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SES-based racial and ethnic group disparities exist in both physical and mental
well-being, even where access to health care is equal. Although targeted policy
considerations regarding disparities are not provided here, it is important to
understand that disparities constitute an important target for improvements in
each of the key areas we identify for action. Issues of health disparity are addressed
more specifically in the Vital Directions Perspective on addressing health dispari-
ties and the social determinants of health (see Chapter 3; Adler et al., 2016).

KEY OPPORTUNITIES FOR PROGRESS

Enhancing Delivery of Effective Care for Those Who Have
Multiple Chronic Conditions

The health care needs of older adults coping with multiple chronic condi-
tions, which account for a vast majority of Medicare expenditures, are poorly
managed (MedPAC, 2014). Effective management that engages older adults,
family caregivers, and clinicians in collaboratively identifying patients’ needs
and goals and in implementing individualized care plans is essential to achieve
higher-value health care. Evidence-based approaches to care management are
available, but the uptake and spread of most models have been sporadic and slow.

Many eftective approaches to enhancing delivery of care for older persons
have been developed; the problems have generally been in dissemination and
implementation, often owing to lack of funding. Examples of such programs are
the following:

 Care options in varied settings: the Transitional Care Model (TCM). The TCM is
an advanced-practice, nurse-coordinated, team-based care model that targets
at-risk community-based older adults who have multiple chronic conditions
and their family caregivers. In several clinical trials funded by the National
Institutes of Health, the TCM has consistently demonstrated improvements
in patients’ care experiences, health, and quality-of-life outcomes while
decreasing total health care costs (Naylor et al., 2004).

o Care options in nursing homes: the Interventions to Reduce Acute Care Transfers
(INTERACT) program. The INTER ACT program includes a variety of com-
munication, decision-support, advance care planning and quality-improvement
tools, all designed to support nursing home staff efforts to prevent avoid-
able rehospitalizations of residents. In a typical 100-bed nursing home, the
INTERACT program was estimated to reduce rehospitalizations by an average
of 25 per year for a net savings of $117,000 per facility (Ouslander et al., 2011).
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 Care options in the community: home-based primary care. Programs that deliver
team-based primary care in the home for people who have advancing chronic
conditions have been shown to be very effective by the Department of Veterans
Affairs and in a Medicare demonstration (Independence at Home).

Delivery-of-Care Policy Alternatives

* Widespread adoption of high-value, rigorously evidence-based best practices with
demonstrated longer-term value that target older adults, such as those listed above
(Naylor et al., 2014), should be encouraged. Resources now targeted to short-
term results for older adults who have multiple chronic conditions, such as those
focused on reducing 30-day rehospitalizations, should be redirected to longer-
term solutions that align closely with the needs and preferences of this population.

* New models of care for older adults in such neglected areas as prevention,
long-term care, and palliative care should be developed.

* The Public Health Service should strengthen its efforts, such as the “Healthy
People” program, to foster a prevention and health-promotion agenda for
longer lives with a deep grounding in socioeconomic determinants of health.

* Robust metrics of effective care management for vulnerable older adults
should be developed with emphasis on outcomes that matter to patients and
their family caregivers.

STRENGTHENING THE ELDER CARE WORKFORCE

One of the greatest challenges to the capacity of our health care system to
deliver needed high-quality services to the growing elderly population resides
in the current and likely future inadequacy of our workforce, including both
the numbers of workers and the quality of their training.

The Institute of Medicine, now the National Academy of Medicine, drew
attention to this issue first in 1978 (IOM, 1978), again in 1987 (Rowe et al.,
1987), and more recently in its 2008 report, Retooling for an Aging America, which
reported an in-depth analysis of the future demand for and the recruitment and
retention challenges surrounding all components of the geriatric health care
workforce. Despite increased awareness of the impending workforce crisis, the
problems persist almost a decade later.

The Professional Health Care Workforce

We have an alarming dearth of adequately prepared geriatricians, nurses, social
workers, and public health professionals. The number of board-certified geriatri-
cians, estimated at 7,500, is less than half the estimated need, and the pipeline of
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geriatricians in training is grossly inadequate. The reasons are many, but a prominent
impediment is the substantial financial disadvantage facing geriatricians. Working
in fee-for-service systems, which continue to dominate health care payment, inter-
nists or family physicians who complete additional training to become geriatricians
can expect substantial decreases in their income despite their enhanced expertise.
The reason for this is that the care they provide is more time intensive and all their
patients will be on Medicare or on Medicare and Medicaid simultaneously (“dual
users”), as opposed to the mix of Medicare and commercially insured patients served
by most general physicians. The failure of Medicare to acknowledge the value of
the enhanced expertise punishes those dedicated to careers in serving the elderly
(IOM, 2008). Approaches are needed not only in the fee-for-service system that
accounts for most of Medicare but also in increasingly important population-based
approaches such as accountable care organizations (ACOs).

Nursing is also deficient in geriatrics. Fewer than 1 percent of registered nurses
and fewer than 3 percent of advanced-practice registered nurses are certified in
geriatrics. One of the major impediments for nurses is related to the lack of suf-
ficiently trained faculty in geriatric nursing. The same can be said of pharmacists,
physical therapists, social workers, occupational therapists, and the full array of
allied health disciplines (IOM, 2008).

Besides the insufficient numbers, there is a growing awareness that the greater
problem—which may be amenable to more rapid improvement if appropriate policies
are put into place—is the lack of sufficient training and competence of all physicians
and nurses who treat older patients in the diagnosis and management of common
geriatric problems. This issue of geriatric competence of all health care providers
may be the number one problem we face in delivering needed care for older persons.

An additional critically important issue is related to the lack of eftective coor-
dination of specialists such as geriatricians with primary care providers. Such
lack of coordination seems worst in traditional fee-for-service settings and may
be less severe in population-based settings, such as ACOs.

Direct Care Workers

Direct care workers—certified nursing assistants (CNAs), home health aides,
and home care and personal care aides (1.4 million in 2012)—provide an esti-
mated 70 percent to 80 percent of the paid hands-on care to older adults in
nursing homes, assisted-living homes, and other home- and community-based
settings (Eldercare Workforce Alliance, 2014). From 2010 to 2020, available jobs
in those occupations are expected to grow by 48 percent (in contrast with all
occupational growth of just 14 percent) at the same time that the availability of
people most likely to fill the occupations is projected to decline (Stone, 2015).
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Recruiting and retaining competent, stable, direct care workers are serious
problems in many communities around the country. Turnover rates are above
50 percent. Many factors contribute to the turnover, but two major issues are
low wages (median hourly wages of CNAs, home health aides, and personal care
workers in 2014 were $12.06, $10.28, and $9.83, respectively) (BLS, 2016a,b,c)
and inadequate training and supervision. Federal regulations require CNAs and
home health aides employed by Medicare- or Medicaid-certified organizations to
have at least 75 hours of training; that is less than some states require for crossing
guards and dog groomers. There are no federal training requirements for home
care and personal care workers.

An important issue related to both the professional and the direct elder care
components of the workforce is ensuring competence in the recognition, pre-
vention, and management of elder abuse and neglect—a problem that may be
especially critical in underprivileged populations.

Workforce Policy Alternatives

Enhancing Geriatric Competence—Priority Considerations

 Physician and nurse training in all settings where older adults receive care,
including nursing homes, assisted-living facilities, and patients’ homes.

* Demonstration of competence in the care of older adults as a criterion for all licen-
sure, certification, and maintenance of certification for health care professionals.

 Federal requirements for training of at least 120 hours for CNAs and home
health aides and demonstration of competence in the care of older adults as
a criterion for certification. States should also establish minimum training
requirements for personal care aides.

¢ Incorporation by the Centers for Medicare & Medicaid Services (CMS) of
direct care workers into team-based approaches to caring for chronically

disabled older adults.

Increasing Recruitment and Retention—DPriority Considerations

¢ Public and private payers providing financial incentives to increase the number
of geriatric specialists in all health professions.

* CMS extending graduate medical education payments to cover costs of resi-
dency training to public health physicians and nurses to support their training
in geriatric care and health promotion.

* All payers including a specific enhancement of reimbursement for clinical
services delivered to older adults by practitioners who have a certification of
special expertise in geriatrics.
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* The direct care workforce being adequately compensated with a living wage com-
mensurate with the skills and knowledge required to perform high-quality work.

* States and the federal government instituting programs for loan forgiveness,
scholarships, and direct financial incentives for professionals who become geriatric
specialists. One such mechanism should include the development of a National
Geriatric Service Corps, modeled after the National Health Service Corps.

* The Department of Labor and the Department of Health and Human Services
(specifically, CMS and the Health Resources and Services Administration)
developing apprenticeship opportunities for direct care workers in the whole
array of long-term support and service settings.

SOCIAL ENGAGEMENT AND WORK-RELATED
STRATEGIES TO ENHANCE HEALTH IN LATE LIFE

It is now widely accepted that social factors play an important role in determining
health status. As mentioned previously, the issues of social determinants of health
status are addressed in detail in other discussion papers in the Vital Directions
series. Nonetheless, one aspect of particular importance to older persons deserves
attention here. A vast body of research indicates that the degree to which men
and women are “connected” to others, including volunteerism and work for
pay, is an important determinant of their well-being.

Engagement

The effect of deficient social networks and relationships on mortality is similar
to that of other well-identified medical and behavioral risk factors. Conversely,
social engagement—through friends, family, volunteering, or continuing to
work—has many physical and mental benefits.

Over the past 15-20 years, older people have become more isolated and new
cohorts of middle-aged adults, especially those 55—64 years old, have shown a
major drop in engagement. In addition, national volunteer efforts—such as Foster
Grandparents program, the Retired and Senior Volunteer Program (RSVP), and
the Senior Companions program—reach only a small percentage of the eligible
target audience and have long waiting lists. Programs with high impact on the
volunteers and recipients, such as the Experience Corps, have an inadequate
number of high-impact opportunities because of low financing.

Work

An impressive and growing body of evidence suggests that working is health
promoting as well as economically beneficial. With overall increasing healthy
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life expectancy, many Americans will be able to work longer than they do now.
Working longer will be health promoting for many Americans, providing not
only additional financial security but also continued opportunities for social
engagement and participation in society. Leave policies related to employee and
family sickness are essential to enable workers to remain in the workforce until
retirement and at the same time provide social support for their families.

Work-Related and Engagement-Related Policy Alternatives—Priority Considerations

* Strengthening leave policies related to employee and family sickness.

* Evaluating engagement as a core competence of the care plan for older adults.

* Restoring Medicare as the primary payer for health insurance claims for older
workers of all employers, with a major communication effort to bring this to
the attention of employers and beneficiaries.

* Incentivizing work redesign to increase schedule control and increase oppor-
tunities for work—family balance.

* Providing a choice of retirement options so that people who cannot continue
to work full time or in their previous jobs because of functional limitations
can remain engaged in flexible, part-time, seasonal, or less demanding roles.

* Strengthening on-the-job and community college training programs to hone
skills and assist middle- and later-life workers in continuing to work or in
transitioning to new types of jobs.

 Providing business tax credits for reinvestment in skill development.

* Strengthening neighborhoods through transportation and housing policies are
needed that aim to keep older men and women engaged in their communities.

* Reengineering federal volunteer programs such as Foster Grandparents,
RSVP, and Senior Companions to serve a much larger portion of the poten-
tial beneficiaries.

* Broadly disseminating intergenerational volunteer programs, such as Experience
Corps, which benefit youth and seniors.

ADVANCED ILLNESS AND END-OF-LIFE CARE

At some point, the vast majority of older people will face advanced illness,
which occurs when one or more conditions become serious enough that gen-
eral health and functioning decline, curative treatment begins to lose its effect,
and quality of life increasingly becomes the proper focus of care. Many such
people receive care that is uncoordinated, fragmented, and unable to meet
their values and preferences. That often results in unnecessary hospitalizations,



Preparing for Better Health and Health Care for an Aging Population | 105

unwanted treatment, adverse drug reactions, conflicting medical advice, and
higher cost of care.

In September 2015, the Institute of Medicine released Dying in America: Improving
Quality and Honoring Individual Preferences Near the End of Life. The report indicated
that there exists a strong body of evidence that can guide valuable improvements
in this area, including not only enhancements in the quality and availability of
needed care and supports but also strengthening of our overall health system. The
report noted a number of important topics to be addressed, including fragmented
care, inadequate information, widespread lack of timely referral to palliative care,
inadequate advanced care planning, and insufficient clinician—patient discourse
about values and preferences in the selection of appropriate treatment to ensure
that care is aligned with what matters most to patients.

Regarding support for clinicians, Dying in America found that there is insuf-
ficient attention to palliative care in medical school and nursing school cur-
ricula, that educational silos impede the development of professional teams,
and that there are deficits in equipping physicians with communication skills.
Since Dying in America was issued, there has been progress in many arenas,
including the decision by CMS to pay for advance planning discussions by clini-
cians with their patients and continued development of innovative approaches
to the delivery of palliative care, such as that adopted by Aspire Health, but
critical gaps persist.

Advanced Illness and End-of-Life Care—Policy Alternatives

* Government and private health insurer coverage for the provision of com-
prehensive care for people who have advanced serious illness as they near the
end of life.

* Access to skilled palliative care for all people who have advanced serious ill-
ness, including access to an interdisciplinary team, in all settings where they
receive care, with an emphasis on programs based in the community.

 Standards for advanced-care planning that are measurable, actionable, and
evidence based, with reimbursement tied to such standards.

* Appropriate training, certification, or licensure requirements for those who
provide care for patients for advanced serious illness as they near the end of life.

* Integration of the financing of federal, state, and private medical and social
services for people who have advanced serious illness as they near the end
of life.

* Public education by public health organizations, the government, faith-based
groups, and others about advanced-care planning and informed choice, as well
as efforts to engender public support for health system and health policy reform.
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* Federally required public reporting on quality measures, outcomes, and costs
regarding care near the end of life (e.g., in the last year of life) in programs
that it funds or administers (such as Medicare, Medicaid, and the Department
of Veterans Affairs).

VITAL DIRECTIONS

We identify four vital directions for improvement in our capacity to enhance
well-being and health care for older Americans:

1. Develop new models of care delivery. New models can increase efficiency and
value of cost delivery in various care settings and are especially needed for
the management of patients who have multiple chronic conditions. Many
new evidence-based models are available but have not been widely adopted.

2. Augment the elder care workforce. There are and will be substantial deficien-
cies not only in the number of physicians, nurses, and direct care workers
who have special training and expertise in geriatrics but in the competence
of health care workers generally in the recognition and management of
common geriatric problems. Addressing these quantitative and qualitative
workforce gaps will increase access to high-quality and more efficient care
for older persons.

3. Promote the social engagement of older persons. Engagement in society, whether
through work for pay or through volunteering, is known to have substan-
tial beneficial effects on several aspects of well-being in late life. Evidence
suggests that older persons are becoming less engaged, and vigorous efforts
to promote engagement can yield important benefits for them and for the
productivity of society.

4. Transform advanced illness care and care at the end of life. Many people who have
advanced illness and especially those nearing the end of life receive care
that is uncoordinated, fragmented, and unable to meet their values and
preferences. Wider dissemination of available, proven effective strategies
can enhance well-being and dignity while avoiding unnecessary hospital-
izations, unwanted treatment, adverse drug reactions, conflicting medical
advice, and higher cost of care.

The suggestions offered in this paper are within reach, and none is expected to
be associated with great cost. In many cases, they call for support of strategies that
have been proved to be effective but have not been disseminated widely because
of structural or funding limitations in our system. Useful change in all sectors
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will probably require several years, so urgent action is required now if we are to
be prepared when the “age wave” hits. The price of failure would be great, not
only with respect to inefficiency but with respect to continued misuse of precious
resources, increases in functional incapacity and morbidity, and loss of dignity.

SUMMARY RECOMMENDATIONS FOR
VITAL DIRECTIONS

Develop new models of care delivery.
Augment the elder care workforce.
Promote the social engagement of older persons.

G SS I \S

Transform advanced illness care and care at the end of life.
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Smoking, obesity, inactivity, and excess intakes of added sugar, saturated fats,
and salt are major contributors to the rates of chronic disease in the United
States, and the prevalence and costs of chronic diseases associated with those
modifiable behaviors account for a growing share of our gross domestic prod-
uct. Our medical system has evolved to treat people for diseases that result from
these behaviors rather than to prevent the diseases. However, as described in the
following sections, the prevalence of the diseases associated with the behaviors
greatly exceeds the capacity of our medical system to care for people who have
them. Furthermore, few providers are trained to deliver effective behavioral-
change strategies that are targeted at the risk factors to prevent their associated
diseases. There is a need for broader preventive solutions that focus on the social
and environmental determinants of chronic diseases.

A variety of policy and environmental changes have begun to improve those
health-related behaviors through deterrents, such as tobacco taxes, or through
product reformulation, such as reduction in the sodium content of processed foods.
But, the contributions of tobacco use, inactivity, and poor diet to chronic-disease
rates remain high, and efforts to prevent and control the cooccurring epidem-
ics of obesity, cardiovascular disease, diabetes, and cancer must be sustained.
The success of these efforts requires multicomponent strategies implemented in
multiple sectors and settings. Many of the strategies are being undertaken. In
the sections that follow, we expand on the magnitude of the challenge, point
to successful initiatives that are under way, and identify the most promising
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opportunities. Perhaps the biggest challenge is in learning how to implement
what we know needs to be done.

THE MAGNITUDE OF THE CHALLENGE:
KEY ISSUES AND COST IMPLICATIONS

Tobacco

Despite substantial efforts to prevent the onset of smoking and increase rates of
smoking cessation, smoking is still a major cause of chronic obstructive pulmonary
disease, heart attack, and lung cancer. For every person who dies from smoking,
20 suffer serious smoking-related illnesses. Smoking costs the United States $170
billion in health care expenditures and $156 billion in lost productivity—a total
economic impact of $326 billion—per year (CDC, 2016).

Obesity

According to the National Health and Nutrition Examination Survey
(NHANES), conducted by the Centers for Disease Control and Prevention
(CDC), obesity is present in almost 38 percent of US adults (Ogden et al., 2015),
is a major cause of heart disease and type 2 diabetes mellitus, and is associated
with 16 percent to 20 percent of adult cancers. Rates of obesity and severe obe-
sity are greatest in Hispanic and black women. A recent estimate suggested that
the medical costs of adult obesity in the United States amounted to almost $150
billion per year (Finkelstein et al., 2009).

Some 17 percent of US children and adolescents have obesity. Although national
rates of obesity in children 2-5 years old have recently decreased and rates in older
children appear to have stabilized (Ogden et al., 2015), rates of severe obesity in
children have increased (Ogden et al., 2016). The increase in the prevalence of
severe obesity in children and adults suggests that the associated medical costs
will increase. Those observations emphasize the need for continued efforts to
prevent obesity in children and young adults and to improve the efficacy and
cost effectiveness of treatment in these groups. “Issue fatigue” and the cultural
normalization of obesity constitute major challenges.

Foods and Beverages That Contibute to Obesity

Patterns of consumption of foods and beverages that contribute to obesity
offer opportunities for improvement and help to identify the ethnic differences
that contribute to diet-related health inequities. In 2009-2010, highly processed
foods accounted for 58 percent of total energy intake (TEI) and 90 percent of
energy intake from added sugars (Steele et al., 2016). Sugar drinks (SDs)—sodas,
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non-100 percent juices, isotonic and energy drinks, and sweetened teas and cof-
fees—are the largest contributors to sugar intake and accounted for about 150 kcal/
day in youth and adults in 2009-2010 (Kit et al., 2013). Despite recent reductions
in mean SD consumption, the prevalence of sports/energy-drink consumption
more than doubled from 19992000 to 2007-2008 in all age groups, and the
prevalence of heavy SD consumption (=500 kcal/day) increased in children 2—-11
years old and was unchanged in adults (Han and Powell, 2013). The types of
SDs consumed vary, but black children and adolescents and low—socioeconomic
status children, adolescents, and adults are more likely to be heavy SD consumers
(Han and Powell, 2013). Low-cost targeted advertising and the wide availability
of SDs contribute to increased consumption by those groups.

Consuming foods away from home (FAFH), particularly from restaurants, has
increased in the last few decades. Consumption of FAFH accounted for 18 percent
of TEI in 1977-1978 and 34 percent in 20102012 (USDA, no date). In 2007-2008,
33 percent, 41 percent, and 36 percent of children, adolescents, and adults, respec-
tively, consumed foods or beverages from fast-food restaurants on a given day,
which accounted for an average of 10 percent, 17 percent, and 13 percent of TEI
(Powell et al., 2012). Black adolescents and adults are more likely than their white
counterparts to consume foods from fast-food restaurants (Powell et al., 2009), in
part because of the cost of fast foods and because fast-food restaurants are heavily
concentrated in their communities. Both the portion size and the caloric content
of FAFH may contribute to the consumption of excess calories and to obesity.

Fruits and Vegetables

Fruit and vegetable consumption continues to fall short of recommended intakes.
According to the 2007-2010 NHANES, 75 percent and 87 percent, respectively,
of the US population do not meet their sex—age group recommended fruit and
vegetable intakes. In particular, 93 percent of children consume less than the rec-
ommended intake of vegetables (NCI, 2015). Black men and women consistently
report lower vegetable intake than their white counterparts (Kant et al., 2007). In
2013, 22 percent of adults and 39 percent of high school students reported consuming
vegetables less than once per day; consumption by blacks and Hispanics was even
less frequent. Expense and availability are major barriers to increasing consumption.

Sodium

The average sodium intake in the United States is 3,400 mg/day, well above
the 2015 Dietary Guidelines for Americans recommendation of 2,300 mg/day
(Dietary Guidelines Advisory Committee, 2015). It is estimated that a 40 percent
reduction in US sodium intake would save 280,000—-500,000 lives over the next
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10 years. Adults who have prehypertension or hypertension, which together
affects 32 percent of US adults, or over 70 million people, would benefit from
further reduction to 1,500 mg/day (Dietary Guidelines Advisory Committe,
2015). However, because most of the sodium in foods is added during processing
by the food and restaurant industry (Dietary Guidelines Advisory Committe,
2015), it is difficult for consumers to regulate their intake. Educational efforts
directed at sodium reduction have had limited success. Therefore, policy etforts

to reduce sodium and cardiovascular diseases are warranted.

Physical Activity

About 6 percent to 10 percent of all deaths from chronic diseases worldwide can
be attributed to physical inactivity. Regular physical activity reduces the risk of
premature death and disability from a variety of conditions, including coronary
heart disease, diabetes, osteoarthritis, osteoporosis, and some types of cancer.
According to CDC, only about 20 percent of US adults and less than 30 percent of
high-school students meet the 2008 Physical Activity Guidelines for Americans (Physical
Activity Guidelines Advisory Committee, 2013). The public health goal is to get
people moving—some activity is better than none, and more is better than some.

A wide array of physical activity interventions has proved effective in a variety of
populations and geographic settings (IOM, 2013a; Task Force on Community Preventive
Services, 2016). The National Physical Activity Plan (NPAP) (2016) has extended the
Guidelines in a comprehensive set of evidence-based strategies and tactics to increase
physical activity in all segments of the US population. Each of the plan’s “societal sec-
tors” articulates multiple strategies, and each strategy includes multiple tactics.

OPPORTUNITIES FOR PROGRESS AND POLICY
IMPLICATIONS

The following sections recommend efforts to prevent and control tobacco use,
improve levels of physical activity and dietary intake, and reduce obesity, with
emphasis on opportunities and policies that will prevent chronic diseases.

Tobacco

Since 1965, the year after publication of the US surgeon general’s first report
linking cigarette smoking to lung cancer in men (US Public Health Service,
1964), reduction in smoking rates due to the effectiveness of tobacco control
advocacy and policy adoption policies, and advocacy efforts has saved about
8 million lives in the United States. Nearly one-third of the 10-year increase in
average adult life expectancy since 1965 is due directly to lower smoking rates.
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However, cigarette smoking persists as the leading preventable cause of death
in the United States, and an estimated 480,000 people die each year from ciga-
rette smoking and exposure to secondhand tobacco smoke. Since 1965, cigarette
smoking has taken more than 20 million lives. Tobacco manufacturers have con-
tinued to market their products aggressively to the most vulnerable members of
our society, particularly those who have less education and lower socioeconomic
status, while engineering their products for maximum addictive effect. Another
critical aspect of the tobacco epidemic is that people who have mental illnesses
have roughly twice the rate of smoking prevalence of the overall population. As
many as half the cigarettes smoked in the United States are consumed by people
who have co-occurring psychiatric or addictive disorders.

The 50th anniversary report of the surgeon general, published in 2014, states
that “the burden of death and disease from tobacco use in the United States is
overwhelmingly caused by cigarettes and other combusted tobacco products;
rapid elimination of their use will dramatically reduce this burden.” Although
it is imperative to continue public health efforts to reduce the use of all forms of
tobacco, the conventional cigarette remains, by far, the most important target.

Current Successes in Tobacco

Clear guidelines exist for tobacco control. CDC’s Best Practices for Comprehensive
Tobacco Control Programs—2014 sets forth a comprehensive, science-based plan to
reduce tobacco use, smoking prevalence, and exposure to secondhand tobacco
smoke (CDC, 2007). Each of the approaches outlined later has been pursued at
both federal and state levels. These policy interventions have proved highly effec-
tive in the general population and have also reduced disparities by accelerating
reductions in tobacco use by the most vulnerable members of society. The strate-
gies include continued promotion and enforcement of smoke-free environments,
increased taxes on tobacco products, aggressive public information campaigns,
and carefully targeted litigation against the tobacco industry by the government
and the private sector. The Patient Protection and Affordable Care Act (ACA)
provides for tobacco dependence treatment for the 70 percent of smokers who
wish to quit. Wide availability of such treatment is critical for its success.

Policy Needs in Tobacco

The advent of new nicotine delivery products, such as electronic cigarettes,
requires new smoke-free, youth access, and other tobacco-control policies.
Nicotine poisoning in children as a result of exposure to the liquid used in these
devices is a growing problem. The Food and Drug Administration’s Center for
Tobacco Products, which was formed pursuant to the Family Smoking Prevention
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and Tobacco Control Act, should use its authority to order product changes that
are designed to render tobacco products less harmful and less addictive or even
nonaddictive and to better inform the public about the hazards posed by these
products through improved labeling and other communication tools.

As described later, some of the most promising strategies for reducing tobacco
use are to increase the age at which cigarettes can be purchased, to increase taxes
on tobacco, and to limit access to nicotine-containing products.

Nutrition, Physical Activity, and Obesity: Existing Efforts
and Policy Improvements

Early Care and Education: Current Successes in Nutrition and Activity

Most US children, including almost half of those under 6 years old, spend
an average of 35 hours a week in nonparental care. Early care and education
(ECE) facilities include child-care centers, day-care homes, Head Start pro-
grams, and preschool and pre-kindergarten programs and are ideal settings in
which to implement nutrition and physical activity strategies to prevent obesity.
Interventions in ECE settings that have effectively reduced excess weight gain
in young children incorporate both nutrition and physical activity (Dietary
Guidelines Advisory Committee, 2015). The interventions include improve-
ments in the nutrition quality of meals and snacks, in the mealtime environment,
and in food-service practices; increases in physically active play; reductions in
sedentary behaviors, such as watching television; improvements in outdoor play
environments; enhancement of classroom education in nutrition and physical
activity; and outreach to engage parents about making changes in the home
environment. Two Institute of Medicine (IOM) committee reports (2011, 2013b)
include recommendations for improving nutrition and physical activity in ECE
settings. Nonetheless, more evidence on the effects of these strategies on early
childhood obesity is warranted.

Policy Needs in Nutrition and Activity

A variety of existing or emergent policy opportunities can improve nutrition
and physical activity in ECE settings. The US Department of Agriculture (USDA)
plays a central role. Implementation of the revised Child and Adult Care Food
Program (CACFP) will improve nutrition standards and meal requirements.
The challenge is in the implementation of the policies and programs. USDA
can work with state agencies to increase participation in the CACFP through
program simplification, paperwork reduction, and other strategies. In addition,
USDA could seek the authority needed to require adequate daily physical activity
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and limits on television watching as conditions of participation in the CACFP.
Within the Department of Health and Human Services (HHS), Head Start
performance standards should reflect an increased emphasis on healthy eating
and physical activity, including increasing linkages to community resources,
staff training, and parent engagement.

Schools

Children and adolescents consume up to 50 percent of their total daily calories
in school, and USDA’s National School Lunch Program (NSLP) and School
Breakfast Program (SBP) are key components of the school food environment.
Those programs are important for all youth but are especially important for the
more than 21.5 million school-age children in low-income families who receive
free or reduced-price school meals.

Current Successes in Schools

The Healthy, Hunger-Free Kids Act (HHFKA) of 2010 directed USDA to
update and revise nutrition standards for the NSLP and SBP. The standards,
implemented in 2012, were based on recommendations in the IOM report School
Meals: Building Blocks for Healthy Children (2009) and required schools to offer
more servings and more varieties of fruits and vegetables, more whole grains, and
less saturated fats and sodium, and to set limits on portion size. Recent studies
have shown substantial improvements in the nutritional content of school meals,
plate waste has not increased, and student acceptance of the healthier offerings
is high and improving (Cohen et al., 2014).

A number of other policies and programs that are now in place can help to
improve children’s nutrition in school, such as federal school wellness policies,
farm-to-school programs that focus on fruits and vegetables, and the Fresh Fruit
and Vegetable Program. Those programs foster a healthier food and activity
culture, especially in schools in low-income communities.

Policy Needs in Schools

The HHFKA also mandated that free potable water be available where meals
are served. However, the recent water crisis in Flint, Michigan, has renewed
concerns about water safety, particularly in older schools. A national task force
should be formed to address the scope of the issue and possible remedies, includ-
ing providing funds to health departments for testing water supplies for lead and
other contaminants.

In addition to school meals, foods and beverages available to students throughout
the school day can contribute to a child’s excess calorie intake, such as those sold
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a la carte in school cafeterias, vending machines, and school stores (competitive
foods). The IOM report Nutrition Standards for Foods in Schools: Leading the Way
Toward Healthier Youth (2007) concluded that school breakfast and lunch pro-
grams should be the main source of nutrition in school, that opportunities for
competitive foods should be limited, and that if competitive foods are available,
they should consist of nutritious fruits, vegetables, whole grains, and nonfat or
low-fat milk and dairy products. The 2010 HH-FKA required USDA for the
first time to establish minimum nutrition standards for competitive foods (Smart
Snacks), which were implemented in 2014.

As with ECE, the challenge is in implementation, such as meeting the increased
cost of serving healthier meals (e.g., more fruits, vegetables, and whole grains) and
updated kitchen equipment and storage, staff training, and technical assistance.
Congress, USDA, and states need to find innovative ways to ensure training
and technical assistance that address those needs and the added cost of healthier
meals. Adequate resources should be provided to monitor effects and scale up
these and other interventions as appropriate.

School wellness policies are an important mechanism for engaging families and
communities in schools and thereby for increasing the likelihood of sustaining
and expanding the programs. USDA should complete regulations related to local
wellness polices and work actively with states and localities on full implementation.

Because most children are enrolled in formal education programs at the pre-K,
K—12, or postsecondary level, the education sector offers an important opportunity
to increase physical activity. The recent revision of the NPAP includes a number
of recommendations for the education sector. The plan recommends that states
implement standards to ensure that children in child care and early-childhood
education programs are appropriately physically active. Furthermore, as we empha-
size in the “vital directions” below, states and local school districts should adopt
the Comprehensive School Physical Activity Program (CSPAP) model, including
provision of high-quality physical education, in K—=12 schools. Opportunities and
incentives to adopt and maintain physically active lifestyles should be extended
to students and employees in postsecondary education institutions.

Worksites

Workplace health promotion (wellness) programs can potentially reach a large
segment of adults who are not otherwise exposed to or engaged in organized
health-improvement efforts. Employers have a strong incentive to keep people
healthy because healthy and fit workers are absent less often, are more productive
in their jobs, have fewer accidents, and consume fewer expensive health care
resources than workers who are at risk for or suffering from illness because of
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their health behaviors. However, most employers lack the skills, knowledge, and
resources needed to build and sustain effective wellness programs.

Current Successes in Worksites

Research has demonstrated that properly designed, appropriately implemented,
and rigorously evaluated programs can improve workers’ health, reduce the rate
of increase in health care spending, and improve employee productivity. A 2010
systematic review by CDC’s Task Force on Community Preventive Services found
that evidence-based wellness programs exert a favorable influence on health behav-
iors (e.g., with respect to smoking, diet, physical activity, alcohol consumption,
and seatbelt use), on such biometric measures as blood pressure and cholesterol,
and on organizational outcomes important to employers, such as health care use
and worker productivity (Soler et al., 2010). A widely cited meta-analysis of the
literature on medical costs, medical cost savings, and absenteeism associated with
wellness programs estimated returns on investment averaging $3.27 and $2.70
saved over 3 years, respectively, for every $1.00 invested (Baicker et al., 2010).

Policy Needs in Worksites

The federal government can play an important role in engaging the business
community in building and sustaining effective workplace health promotion
programs. Because the federal government spends more than $40 billion per
year on health care for 8 million employees and annuitants (OPM, 2016), there
is potential for substantial cost savings through improvement in government
workers’ health and well-being and reduced spending. As the nation’s largest
employer, the federal government should lead by example by implementing
evidence-based programs in all federal agency worksites.

The federal government should also improve communication and dissemina-
tion of best and promising practices associated with workplace health promotion.
The strategies require upfront investment, but they will yield a large return on
investment to the federal government and the business community in general.
Federal support for the CDC resource center, the Guide to Community Preventive
Services (Community Guide), and similar dissemination outlets will ensure that the
right audiences learn from best and promising practices. Similar communication
and dissemination programs should be established in other agencies, such as the
Department of Labor, and nonprofits, including the US Chamber of Commerce,
in which ideas, experiences, and resources become available through learning
cooperatives, newsletters, webinars, and Wikipedia-like computer applications.

The federal government should also provide incentives to implement high-
quality and innovative programs. The ACA authorized $200 million for workplace
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health-promotion pilot efforts, but the funds were never appropriated. The small
amount of funding, $10 million per year, set aside for CDC-supported workplace
health promotion programs and research has been eliminated in the federal budget.
Those funds should be restored. In addition, “smart” incentive programs should
be encouraged. Section 2705 of the ACA allows employers to reduce insurance
premiums to employees who participate in wellness programs and, under some
conditions, to offer financial incentives for achieving specific health outcomes,
such as quitting smoking, losing weight, managing blood pressure or cholesterol
concentrations, and lowering blood glucose concentrations. Employees affected
by evolving incentive rules should be included in the programs’ design to avoid
the possibility of cost shifting and discrimination based on preexisting conditions.

Communities
Policy Needs in Communities

Community initiatives to address nutrition, physical activity, and obesity
include joint use agreements for the after-hours use of school facilities for physical
activity. States and communities can adopt Complete Streets policies to ensure
that active modes of transportation are included in the planning, design, and
construction of roadways. The National Complete Streets Coalition maintains
a database that includes a template for model policies. Implementation of state,
regional, and local land use policies, comprehensive plans, subdivision regulations,
and zoning codes that support physical activity by encouraging mixed uses and
infrastructure for short-distance trips, such as walking or taking public transit
from home to work, could substantially increase physical activity and thereby
reduce the incidence of a number of chronic diseases.

As indicated earlier, research shows that the consumption of SDs is a major
contributor to obesity and diabetes. An SD excise tax of $0.01 per ounce in the
United States has emerged as one of the policy changes that can potentially slow
the growth in obesity prevalence in children and adults, prevent new cases of
obesity, improve quality-adjusted and disability-adjusted life years and mortality,
and save much more in health care costs over the next decade than the interven-
tion costs to implement—savings are estimated to be $31 for every dollar spent
on the intervention. (Gortmaker et al., 2015).

Early data indicate that excise taxes have reduced consumption of SDs in
Berkeley, California, and sales in Mexico, and the recently passed beverage excise
tax in Philadelphia, Pennsylvania, will be a substantial source of revenue for the
city’s pre-K program. State and municipal government procurement policies
that specify foods with lower amounts of sodium and added sugars, like those
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in place in the federal government, will improve the health and productivity
of the workforce and ultimately reduce the costs associated with obesity. CDC
should work with local and state health departments to identify and disseminate
model programs.

HHS initiatives have supported CDC’s programs in community health
that target obesity, nutrition, physical activity, and tobacco. Over the last
10—-15 years, annual funding of over $100 million has supported a variety of
programs, such as Racial and Ethnic Approaches to Community Health, the
Steps to a Healthier US Initiative (targeting asthma, diabetes, and obesity),
Communities Putting Prevention to Work, and Community Transformation
Grants (as part of the ACA). Those funds have been substantially reduced, but
the growing evidence of the value of social-environmental interventions in
communities to improve behavior and health outcomes (Evaluating obesity
prevention efforts, 2015) emphasizes that funding for the programs should be
restored and sustained.

Medical Settings
Current Successes in Medical Settings

Because people who have severe obesity probably will not achieve substantial
weight loss solely in response to the policy and environmental changes out-
lined here, new effective treatment strategies will be required. The Diabetes
Prevention Program (DPP) is a model of care that demonstrated that counsel-
ing about nutrition, physical activity, and weight loss in adults who had obesity
and prediabetes was more effective than medication in the prevention of the
development of type 2 diabetes (Knowler et al., 2002). The DPP was adapted
tor delivery by trained providers in community settings by the Y-USA, and out-
comes were comparable with those observed in the DPP and at lower cost. The
DPP in community settings is an ideal example of value-based care inasmuch as
payment occurs only if enrollees meet specific attendance and weight-loss goals.
The Centers for Medicare & Medicaid Services recently announced that it would
expand Medicare to cover programs to prevent diabetes. Like Medicare, state
Medicaid programs should expand coverage for the prevention of diabetes that
includes the delivery of the DPP in community settings by qualified providers.

Policy Needs in Medical Settings

Lack of a standard of care and lack of payment for obesity treatment are major
barriers to the effective medical management of obesity. US Preventive Services
Task Force recommendations for treatment for adult and childhood obesity have
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recommended intensive behavioral interventions, defined as at least 26 hours for
children and 6 months of visits every 2 weeks for adults. Both recommendations
received a B rating from the task force. Because the DPP constitutes an effective
weight-loss program, this weight-loss therapy should be expanded to Medicaid
with payment if patients meet identified attendance and weight-loss goals.

Medical solutions alone are inadequate to address diseases as prevalent as
obesity, diabetes, and cardiovascular disease. Although incentives to integrate
clinical and community services have begun, studies that demonstrate the busi-
ness case for integration could speed the development and implementation of
this approach. The Center for Medicare and Medicaid Innovation should fund
studies that explore the effects of delivery of services for chronic diseases that
integrate clinical and community services for the prevention and treatment of
obesity (Dietz et al., 2015). Such studies should assess how to reimburse com-
munity systems when community interventions add health value.

Physicians and other health care providers are trusted advocates of favorable
health behaviors, and the health care system has the potential to influence physi-
cal activity at the individual and population level. However, assessment of and
counseling for both physical activity and dietary intake are not well established
in clinical practice in the United States. Only about one-third of patients report
receiving such counseling during office visits. In contrast with nutritional counsel-
ing, in which registered dietitians constitute an existing workforce, few providers
are trained in counseling about physical activity. Because physical activity has such
a powerful effect on the prevention and mitigation of many chronic diseases, the
NPAP recommended several strategies to enhance the role of health care providers
in promotion of physical activity. They included the recommendation that HHS
establish physical activity as a “vital sign” that all health care providers assess and
discuss with their patients. HHS should also support inclusion of physical activity
in clinical guidelines for management of conditions for which there is evidence of
health and cost benefits. Organizations that assess the quality of care should review
the implementation of these practices in health systems. The lack of reimbursement
for providers who help patients to improve their diet and physical-activity level
is a major barrier to clinical efforts to prevent and treat for obesity and chronic
diseases related to it.

Health in All Policies of State and Local Governments

Multiple community strategies have been developed to address the food
environment, but fewer have been directed at increasing physical activity.
The principles outlined below are specific to physical activity but also apply to
improving nutrition.
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Policy Needs in State and Local Health

State and local health departments are essential actors in promoting physical
activity interventions because of their ability to assess public health problems,
develop appropriate programs and policies, and ensure that the programs and
policies are eftectively delivered and implemented. Fulfilling their obligation to
promote physical activity in a variety of community settings will require sev-
eral steps. CDC’s Community Guide has established a number of evidence-based
strategies to increase physical activity. They should be widely disseminated.

Leadership, funding, and workforce capacity are important barriers to the
implementation of evidence-based recommendations to improve the food
environment and increase physical activity. State and local governments should
be funded to provide coordinated leadership and support for efforts to pro-
mote physical activity, particularly efforts focused on high-risk populations, by
increasing resources and strengthening policies in all sectors related to physical
activity and nutrition. Improved support for evidence-based programs can be
accomplished by identifying new funding opportunities and redirecting exist-
ing funding to issues, such as physical inactivity, that result in high health and
economic burdens for society. In collaboration with the Association of State and
Territorial Health Officers and the National Association of City and County
Health Officers, new curricula should be developed in schools and programs
in public health, and short courses for practitioners and certification by such
groups as the National Physical Activity Society should be developed to help
public health practitioners to develop cross-sectoral partnerships and implement
evidence-based physical activity interventions. Sectors should include education,
parks and recreation, transportation, city planning, business, nonprofit organiza-
tions, and health care; all have a role in increasing physical activity. Those steps
should be complemented by the development and maintenance of an ethni-
cally diverse, culturally diverse, and sex-diverse public-health workforce with
competence in physical activity, nutrition, and health through new curricula in
training programs and with scholarship support for underrepresented minority
groups and disadvantaged populations.

Federal and Cross-Sector Initiatives

Policy Needs for Federal and Cross-Sector Initiatives

More national, state, and local initiatives have focused on nutrition than on
physical activity. Achieving progress in promoting physical activity will involve
sectors outside health care and public health. To implement eftectively many of the
strategies outlined above, a set of diverse sectors needs to be engaged. Promotion
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of physical activity may not be seen as a primary objective of many sectors (such
as schools and transportation), but strategies will often have benefits that resonate
with multiple sectors. For example, a strong set of actions to support physical
education in schools will increase rates of physical activity and may also improve
student achievement (CDC, 2010). In cross-sector efforts, high priority should be
given to improving access to physical activity—related services and opportunities,
particularly for disadvantaged populations that have limited access (Committee on
Prevention of Obesity in Children and Youth, 2005; National Physical Activity
Plan Alliance, 2016). In communities that receive support from the Prevention
and Public Health Fund (which resulted from the ACA), high priority should be
given to the development of infrastructure for underserved populations. CDC
should identify successful cross-sector partnerships so that it can identify key
elements of success and incorporate them into future physical activity initiatives.

Because physical activity has such benefits for a wide array of chronic diseases,
HHS should establish at CDC an Office of Physical Activity and Health and
allocate to it the resources needed to provide effective national leadership in
identifying, implementing, and monitoring high-impact strategies for promo-
tion of physical activity.

Public-Private Partnerships
Current Successes in Obesity Reduction

The nationwide concern about the obesity epidemic in children and adults has
engaged organizations and businesses that want to help, especially with regard to
children. Many efforts have been undertaken by single sectors or companies, but
there have been several important public—private partnerships, the most notable
being the Partnership for a Healthy America (PHA). PHA was founded in 2010 in
conjunction with Let’s Move! and remains an independent, nonpartisan organiza-
tion. PHA works with public, private, and nonprofit leaders to make voluntary
commitments to address childhood obesity. Large grocery chains have committed
to reducing added sugars and sodium in store-brand foods and increasing access to
healthy foods in food deserts, hotel and restaurant chains are reducing their calorie
footprint, and colleges and hospitals around the country are adopting nutrition
and physical activity criteria. Notable in the PHA approach is the third-party
validation to collect data, monitor progress, and report findings publicly each year
(http://ahealthi-eramerica.org/about/annual-progress-reports [accessed March
30, 2016]). The connection of PHA to the Obama Administration has facilitated
improved business practices that affect the health of children and families. PHA’s
approach should be adopted by the next administration.
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The Healthy Food Financing Initiative (HFFI) is a program through which
the federal government (Department of the Treasury, USDA, and HHS) has
provided financial assistance to local development agencies, such as low-interest
loans, to improve food access. The funds have enabled private developers to
build supermarkets and convenience stores and to establish farmer’s markets
in neighborhoods that were formerly classified as food deserts. The HFFI also
provides employment opportunities in neighborhoods that have high unemploy-
ment rates. States and some cities have established programs for the same purpose
that engage the private sector.

Policy Needs in Obesity Reduction

Because access to supermarkets constitutes a major inequity, funding for the
HFFI should be sustained. However, some early data suggest that, although new
supermarkets provide increased access, dietary intakes may not change; access
alone might not improve diets (Dubowitz et al., 2015). Both the short- and the
longer-term effects of new supermarkets on dietary intake and health should
be evaluated. This funding approach should also be explored relative to other
issues, such as the development of small-city green spaces and parks as places to
increase opportunities for physical activity.

Such programs as Double Up Food Bucks (2016) double the value of federal
nutrition assistance (usually the Supplemental Nutrition Assistance Program,
SNAP) used predominantly in farmer’s markets, helping low-income people to
purchase more locally grown fruits and vegetables. Funds for such programs often
come from foundations and the private sector. The return on this investment is
threefold: low-income consumers eat more healthful food, local farmers gain new
customers and make more money, and more food dollars stay in the local economy.

On the basis of the success of SNAP incentive programs, the 2014 Farm
Bill included $100 million for Food Insecurity Nutrition Incentive grants. All
the projects funded through these grants include a public—private component
through the contribution of matching funds. Support for this program should
be sustained and expanded.

Support for programs like the HFFI is closely connected to the growing interest
in the linkage between community development, housing, and health led by the
Federal Reserve Bank of San Francisco and its sister banks (Moon, 2016). Federal
Reserve’s interest grew out of the recognition that life expectancy was widely
divergent between nearby ZIP codes and that improved housing can directly
improve health and well-being. Furthermore, indirectly subsidized housing frees
low-income families’ resources so that they can buy food, pay for medicine, or
support their children’s school costs. In addition to its support for low-income
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housing, Federal Reserve banks help to direct funding for supermarkets in food
deserts, and charter and other schools, and additional investments amounting
to about $100 billion per year (Erickson and Andrews, 2011; David Erickson,
personal communication), and they have urged the inclusion of health benefits
in the assessment of community development funding projects.

Few sources of funding for housing projects have used health benefits as a
justification for funding, and there are still only early efforts to understand
how health improvements can be measured and monetized to capture the
added value. Policies that lower the capital costs of developments that include
elements to improve health could be expected to influence billions of dollars
in new investment each year. Pilot and modeling studies should be funded
to identify the most promising strategies and to make the business case their
impact on health.

A sustainable food system provides nutritious and safe food while ensuring
that ecosystems can provide food for future generations; develops agricul-
tural and production practices that reduce environmental effects and conserve
resources; makes healthy food available, accessible, and affordable to all; and is
humane and just, protecting farmers and other workers, consumers, and com-
munities. Recognizing that the US food supply chain is deeply interconnected
with human and environmental health and with social and economic systems,
the IOM convened a public workshop in 2013, “Mapping the Food System and
its Effects” (IOM, 2013c¢), and later released a consensus report, A Framework for
Assessing Effects of the Food System (IOM, 2015a). Those activities led the 2015
Dietary Guidelines Advisory Committee to link public health, food systems, and
sustainability; and for the first time, the committee recommended food system
sustainability as part of the Dietary Guidelines for Americans (Dietary Guidelines
Advisory Committee, 2015). The committee concluded that “a dietary pattern that
is higher in plant-based foods, such as vegetables, fruits, whole grains, legumes,
nuts and seeds, and lower in animal-based foods is more health promoting and
is associated with lesser environmental impact (greenhouse gas emissions and
energy, land, and water use) than is the current average US diet.” Federal, state,
and local governments should develop public education campaigns that focus on
the benefits of a more plant-based diet and on the health and planetary benefits
of reduced meat consumption. The 2020 Dietary Guidelines for Americans will
provide an opportunity to revisit this issue.

Metrics and Monitoring

An important gap in many settings is the capacity to identify and dissemi-
nate model programs and to monitor the national uptake of these programs.
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Agencies within HHS, most notably CDC, are ideally suited for that func-
tion. For example, because ECE settings have such a profound effect on
young children, CDC should establish a national monitoring system to assess
progress and policies that improve nutrition and physical activity in ECE set-
tings. Although many workplaces have successtul initiatives, the recognition
and spread of successful programs remain low. Additional funds would enable
CDC to conduct applied research in real-world settings, to evaluate the effects
of established and long-standing workplace programs, and to monitor uptake
of worksite wellness practices throughout the United States. A portion of
research funding should be directed at evaluating innovative programs aimed
at improving the health and well-being of federal workers and members of
the armed services. Active transportation, such as walking or biking, increases
physical activity and reduces car use and thereby reduces the generation of
greenhouse gases. CDC and the Department of Transportation have a joint
interest in expanding the use and monitoring of policy and environmental
approaches that increase walking, biking, or use of public transportation, all
of which increase physical activity.

VITAL DIRECTIONS

The following vital directions were based on the authors’ consensus that these
strategies were the most feasible and of those considered were likely to have the
greatest effect.

Strengthen Federal Efforts to Reduce Use by Youth of All Nicotine-
Containing Products, Through Excise Tax Increases
and the Regulatory Process

Despite recent progress in reducing smoking rates, tobacco use remains the
leading cause of preventable deaths in the United States. Abundant research
demonstrates that later initiation of tobacco use is associated with lower rates
of addiction. Three strategies should be used to reduce the initiation of tobacco
use. The policy likely to have the greatest population-based effect is raising
the minimum age of tobacco purchase to 21 years (IOM, 2015b) and apply-
ing this minimum to all products that contain nicotine. The recent report
that 24 percent of adolescents are using e-cigarettes compared with the 11
percent of adolescents who are smoking traditional cigarettes emphasizes the
urgency of this step (Kann et al., 2016). Increased taxes on tobacco clearly
reduce the initiation of smoking, and may also reduce smoking by people who
are already addicted.
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Fully Apply the Standards in the Healthy Hunger-Free Kids Act (HHFKA) to
the National School Lunch Program, the School Breakfast Program, and to
the Foods and Beverages Sold in Schools

The changes mandated by the HHFKA must be sustained. The HHFKA
transformed the healthfulness of school meals, set limits on portion sizes, and set
the first national nutrition standards for all foods and beverages sold in schools
(Smart Snacks). Those changes resulted in an increase in the consumption of
healthier foods, such as fruits and vegetables, without an increase in plate waste
(Cohen et al., 2014). An evidence review and modeling of cost effectiveness
of childhood nutrition interventions found that these improvements make the
HHFKA “one of the most important national obesity-prevention policy achieve-
ments in recent decades” (Gortmaker et al., 2015). Of nine dietary interventions
evaluated, improvements in school meals due to HHFK A were projected to have
the largest effect on childhood obesity. For example, implementation of Smart
Snacks was projected to prevent 345,000 cases of childhood obesity in 2025 and
save more in reduced health costs over the next decade than the intervention
would cost to implement. The net savings to society for each dollar spent was
projected to be $4.56 (Gortmaker et al., 2015).

Provide Incentives for States and Local School Districts to Adopt the
Comprehensive School Physical Activity Program Model (CSPAP)

States and local school districts should adopt the CS-PAP model (CDC, 2013),
including provision of high-quality physical education, in K-12 schools. Although
the HHFKA has transformed school meals, comparable progress has not been
achieved in physical activity. Comprehensive programs for physical activity in
schools include high-quality physical education; physical activity before, during,
and after school; staff involvement; and family and community engagement.
The recent NPAP, the National Physical Activity Guidelines for Americans, and the
Institute of Medicine report Accelerating Progress in Obesity Prevention and Educating
the Student Body point to the importance of physical activity in improving learn-
ing and behavior, preventing obesity, and reducing the risks of other chronic
diseases and support the need for high-quality physical education programs.
Such programs may have the added benefit of increasing the number of recruits
eligible for military service.
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SUMMARY RECOMMENDATIONS FOR
VITAL DIRECTIONS

1. Strengthen federal efforts to reduce use by youth of all nicotine-
containing products, through excise tax increases and the regula-
tory process.

2. Fully apply the standards in the Healthy Hunger-Free Kids Act to
the National School Lunch Program, the School Breakfast Program,
and to the foods and beverages sold in schools.

3. Provide incentives for states and local school districts to adopt the
Comprehensive School Physical Activity Program model.
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Mental health and substance use disorders affect people of all ages and demo-
graphics and are extremely burdensome to society. At least 18.1 percent
of American adults experience some form of mental disorder, 8.4 percent have
a substance use disorder, and about 3 percent experience co-occurring mental
health and substance use disorders (SAMHSA, 2016). In 2013, health-related
spending on mental health disorders in the United States was about $201 billion
(Roehrig, 2016). Moreover, 4 of the top 5 sources of disability in people 18—44
years old are behavioral health conditions (WHO, 2001). While knowledge
regarding recognition and treatment has steadily advanced, the public health
effects of that knowledge have lagged. More effective and specific treatments
exist now than in the past, and increased numbers of people who have these
conditions can now lead productive, useful lives if they are treated properly.

Behavioral health is an essential component of overall health. People seen in
primary care settings with chronic medical conditions—such as diabetes, asthma,
and cardiovascular disorders—have a higher probability of having a substance
use disorder or more common mental health disorders, such as depression and
anxiety disorders. Coexistence of mental health or substance use disorders with
general medical conditions complicates the management of both.

People who have more severe behavioral health conditions—such as psychotic
disorders, complex bipolar disorders, treatment-resistant depression, severe
obsessive—compulsive disorder, and substance use disorders—commonly have or
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develop medical problems such as diabetes or heart disease and often die early,
as much as two decades earlier than the general population.

Although behavioral health and overall health are fundamentally linked, sys-
tems of care for general medical, mental health, and substance use disorders are
splintered. For historical, cultural, financial, and regulatory reasons, the three
care systems operate separately from one another.

People who have co-occurring behavioral health and general medical conditions
make up a high fraction of the so-called super user group. The extra health care costs
due to the co-occurrence of medical, mental health, and substance use disorders
were estimated to be $293 billion in 2012 for all beneficiaries in the United States.
Most of the increased cost for those who have comorbid mental health and sub-
stance use disorders is due to medical services, so there is a potential for substantial
savings through integration of behavioral and medical services (Melek et al., 2014).

We have an “execution” problem and a “know-how” problem in the fields of
mental health and substance use. Although for many conditions there is still a need
to develop better and more eftective personalized treatments, we do have eftective
treatments; but we have not been successful in getting these treatments to many
of the people who can benefit from them. We often fail to identify, engage, and
eftectively treat people in primary care settings who are suffering from behavioral
health conditions. People who have severe mental health and substance use disor-
ders have difficulty in accessing effective primary and preventive care for chronic
medical conditions. Yet, there are well-tested models for providing care for people
who have common behavioral health conditions in primary care settings with
support from behavioral health providers. And, there are effective care models that
provide integrated care for people who have complex behavioral health conditions
in behavioral health settings with support from other medical care providers. In
both cases, establishing a team approach fostered by an integrated care system
and supported by effective use of technology needs to have high priority. We are
not routinely applying accountability strategies that offer incentives to use these
models. Execution is hampered by shortages and maldistribution of psychiatrists,
psychologists, social workers, counselors, and other providers that care for these
populations. The stigma attached to these conditions, as is often perpetuated in the
mass media, still presents a challenge to getting people the care that they need. And
we have substantial knowledge gaps. Currently, available treatment approaches are
not always effective, and many patients are not able to achieve optimal response.
We need to develop more effective treatments and learn much more about tailoring
treatments to individuals. We also need to develop better strategies for implement-
ing effective programs across large and diverse health systems.
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BARRIERS TO SERVICE DELIVERY
AND COORDINATION

Three key barriers to improving well-being and health outcomes for people
who have behavorial health conditions and general medical conditions need to

be addressed.

A Fragmented Care System

Most Americans who have both medical and behavioral health conditions
must interact with separate, siloed systems: a medical care system, a mental
health care system, and a substance use service system. Each system has its
own culture, regulations, financial incentives, and priorities. Each focuses on
delivering a specific set of services and overlooks key questions, such as, “How
can [ help this person to lead a productive, satisfying life?”; “What is the full
array of needs that must be addressed to make this person healthier and put
him or her on a path to well-being?” Many small frontline agencies, offices,
and organizations in primary care, mental health, and addiction are poorly
run, poorly capitalized, and poorly stafted. They are struggling to adopt more
modern approaches to patient care.

Amplifying the fragmentation is the failure to ensure that behavioral health 1s
fully integrated into the mainstream of health information technology (HIT).
Strong HIT is a cornerstone of effective coordinated and integrated care; it
has the potential to enable the automated provision of outcome assessments to
patients and to summarize data in practical formats to facilitate provider deci-
sion making, quality measurement, and improvement. However, behavioral
health providers face key barriers of cost, sustainability, concern about privacy
and information sharing in the context of behavioral health conditions, and
regulation in implementing electronic health record (EHR) systems. Notably,
the 2009 Health Information Technology for Economic and Clinical Health
(HITECH) Act—which promotes the adoption of EHR's in medical settings,
authorizes financial incentives for HIT uptake, and defines minimum accept-
able standards for EHR systems—excludes behavioral health organizations and
nonphysician providers from eligibility for the HIT incentive payments and
thus renders EHR implementation and sustainability prohibitively expensive
for many of these providers.

Until our nation establishes shared accountability in culture and in practice
and integrates the various elements of its care systems, good outcomes and value-
based efficient service strategies are unlikely to be achieved.
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An Undersized, Poorly Distributed, and Underprepared
Behavioral Health Workforce

The diversity of health care workers required to deliver effective care of
Americans who have behavioral health and complex medical conditions includes
professionals with a wide array of backgrounds and skills, including physicians,
psychologists, nurses, mental health and substance use counselors, care managers
and coordinators, and social workers. Our current workforce is undersized and
inadequately resourced, and available providers often lack the specific skills and
experience to offer effective, evidence-based and integrated care. Racial, ethnic,
and geographic diversity of the workforce is lacking, and there is extreme mal-
distribution of behavioral health professionals; people in rural and impoverished
areas have limited access.

Psychiatry is the only medical specialty other than primary care in which the
Association of American Medical Colleges has identified a physician shortfall,
a deficit that will get progressively worse by 2025 if not addressed (IHS, 2015).
According to the federal government, in 2013, the nation needed 2,800 more
psychiatrists to address the gap (IHS, 2015). But the psychiatry deficit is grow-
ing. For example, the number of psychiatrists per 10,000 of population decreased
from 1.28 in 2008 to 1.18 in 2013 (Bishop et al., 2016). It is difficult to see how
the current national infrastructure for psychiatry training would address the gap,
inasmuch as only 1,373 medical school graduates matched to psychiatry in 2016
(NRMP, 2016). The number of PhD psychologists was virtually unchanged
over the same period (Olfson, 2016). Similar trends persist for social workers and
substance use counselors. The constant size of the mental health and substance
use provider workforce is one factor that has made it so difficult for many people
who have behavioral health needs to get access to services. One recent study
found that two-thirds of primary care physicians report that they cannot obtain
referrals to psychiatrists for their patients in need (Roll et al., 2013). Workforce
shortages exist in most areas of the country, but some locales have rather small
numbers of trained professionals who are delivering behavioral health services.

Providers in different parts of our care system are not sufficiently incentivized
to work efficiently as a coordinated team to identify, engage, and manage care
eftectively for people who have both medical and behavioral health conditions.
Primary care doctors need to be effective in identifying mental health and sub-
stance use problems and in engaging patients to get the care that they need on
a continuing basis. Similarly, behavioral health providers need to be prepared
to identify medical problems faced by patients and either manage patients or
link them to required medical care. Mental health and substance use providers
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often lack up-to-date training in delivery of empirically supported treatments.
In addition to shortcomings in specific clinical skills, behavioral health provid-
ers often work in solo or small independent practices, and our training system
has not prepared them to work effectively in teams or collaborative settings.
Nor has our payment system offered incentives to encourage providers to work
in these settings. Working in isolated practice settings also limits the adoption
and implementation of integrated delivery approaches. In addition, reductions
in public-sector programs, low percentage of commercial insurance premium
attributable to behavioral health, and low market rates for these services help to
keep the numbers of people entering these professions low and thereby limit access
to care and the ability of providers to embrace and implement new technologies.

There are important needs and barriers regarding care for behavioral health
conditions in children and youth—in whom these conditions typically emerge.
There are clear benefits to early intervention, but effective treatments are often
not implemented. The relative shortage of child psychiatrists serves as a major
barrier to developing effective integrated care models for this population. And,
there are profound challenges at the other end of the age spectrum as a conse-
quence of the growing number of older Americans and the high prevalence of
chronic conditions in this population (IOM, 2012).

Finally, our health system has not made full use of new communication
technologies, such as telehealth and mobile health, to leverage the capacity of
the existing behavioral health workforce. New technologies are simplifying
communication with patients and offering opportunities for real-time health
monitoring of patients. A major barrier has been tensions regarding informa-
tion sharing and confidentiality that are specific to clinical substance use and
mental health data. Emerging technologies have the capacity to overcome those
barriers and improve the productivity and effectiveness of the workforce, but
it is crucial to integrate new technologies with other treatment approaches so
that they do not constitute an extra burden but rather become a seamless part
of practice that enhances outcomes.

Payment Models That Reinforce Care Silos and Fragmentation of Care

The dominant approach to medical care and behavioral health care reimburse-
ment is to use a fee-for-service (FES) system. Essential elements of integrated care
(outreach, provider-to-provider consultation, and population management) are
often not reimbursed. FFS payment does not provide the flexibility to implement
needed coordinated care effectively. Moreover, the current FFS system does not
sufficiently value payment for behavioral health services (which are generally
cognitive and time based, as opposed to procedure based).
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In theory, bundled or capitated approaches can allow more flexibility in how
resources are used by a provider and allow a broader team of professionals to
coordinate the care of patients. However, the methods for implementing and
pricing capitated payment arrangements are less than ideal for patients who have
behavioral health conditions.

One barrier is that the wrong provider may be capitated. For example, if a
physician group receives a fixed payment for managing the nonhospital care
of patients, the effects of better treatment approaches on hospital use will not
accrue to the provider. In the case of Medicaid, the capitated payment by a state
government to a managed care organization might be distributed to individual
providers by using FFS payment approaches; the actual provider has little flex-
ibility to use the capitated payment to improve outcomes and efficiency.

One other substantial challenge in using reimbursement schemes to provide
incentives to make care more effective is that the needs of patients who have
behavioral health conditions can vary from one patient to another. Thus, capi-
tated or bundled payments for patients who have behavioral health conditions
need to be appropriately risk adjusted to account for differences in the expected
costs of care for different patterns of problems. McGuire shows that current
risk-adjustment approaches are not sophisticated enough to pay providers the fair
amount for high-need patients (McGuire, 2016). That failure can lead providers
and payers who use capitated payment systems to discourage the enrollment of
high-need patients in a practice or plan. More work is needed to ensure that risk
adjustment creates proper incentives for enrolling and effectively treating patients
who have behavioral health conditions. In addition, for these payment models
to work, they must properly account for the real costs of caring for people who
have behavioral health conditions. As noted earlier, behavioral health conditions
are the most expensive at a societal level. But the proportion of direct health care
costs for these conditions has dropped substantially over the last several decades
and now only makes up about 3.5 percent of the costs of commercial plans and
7 percent of public payments (Frank et al., 2009; Mark et al., 2014, 2016).

Parity laws now require insurance coverage to have the same policies to guide
payments for medical care as for behavioral health care, but there are tactics that
payers can use to avoid having to care for the latter. For example, the presence
of inadequate networks of behavioral health providers can push patients with
behavioral health conditions away from a specific managed care organization.
Moreover, many people in need of behavioral health care face additional barriers
when they find that a large proportion of psychiatrists have opted out of accept-
ing public and private insurance plans (Bishop et al., 2014; Boccuti et al., 2013).
Of all physician specialists, psychiatrists are least likely to accept new Medicare
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patients. Only 64 percent of psychiatrists report that they accept new Medicare
patients in their practices, whereas 53 percent report taking new patients who
have private noncapitated insurance, and 44 percent take new Medicaid patients
(Bishop et al., 2014). Thus, a large number of psychiatrists accept only new
patients who have the capacity to pay higher fees out of pocket (Bishop et al.,,
2014; Boccuti et al., 2013).

FACILITATORS OF POTENTIAL
IMPROVEMENTS IN CARE

There are opportunities to overcome the barriers to eftective care to improve
the well-being of people who are coping with mental health disorders, sub-
stance use disorders, and medical care conditions. A new administration can
take advantage of the opportunities both to improve outcomes for people who
have those problems and to reduce the financial burden of the services that they
need. Several key facilitators are described below.

Know-How
Effective Treatments

Abundant evidence demonstrates the acceptable efficacy of several pharma-
cologic, psychotherapeutic, and behavioral treatments for management of most
mental health disorders. In addition, there is a substantial evidence base sup-
porting the efficacy of psychotherapies and pharmacotherapies for treatment for
substance use disorders. Recent progress led to Food and Drug Administration
(FDA) approval of medications for treatment for smoking, alcohol use disorders,
and opioid dependence. There are not yet FDA-approved pharmacotherapies for
treatment for cannabis use disorder, stimulant use disorders (involving cocaine,
amphetamine, or MDMA), or hallucinogen abuse disorders (involving ketamine,
PCP, LSD, or psilocybin). With the possible exception of disulfiram (Antabuse)
treatment for alcohol use disorders, which generates high rates of abstinence
among fully adherent patients (the minority of treated patients), medications
for addiction are more successful in reducing the intensity of use of the abused
substance than in producing and sustaining abstinence. That finding has led
to a growing focus on reducing the harm associated with substance use as a
treatment objective that may complement that of attaining total abstinence.
In addition, there are various group and individual therapeutic approaches and
counseling strategies that have favorable effects on the lives of people who use
such services. The growing recognition of the link between early life trauma,
mental health, addiction, and poor health outcomes has led to increased interest



142 | Vital Directions for Health and Health Care

in trauma-informed care. With the increasing evidence base, there is a need to
develop, train in, and implement these approaches.

Effective Models of Care

Substantial investment in research and demonstrations has improved our
understanding of what effective care is. Examples of models of care that have
been demonstrated to be effective and scalable are collaborative-care models
in primary care, integrated-care models in mental health clinics, team-based,
assertive, community treatment programs for people who have severe mental
health disorders, and early-intervention programs for first-episode psychosis.

The Current Imperative for Integration

Health care providers around the country have entered an era of business
integration. Hospitals are merging, hospitals and physician practices are merging,
and traditional medical care practices are affiliating more closely with mental
health, substance use, long-term care, oral health, and social service providers.
In part, the imperative for integration is driven by market forces that seem to
encourage scale and scope in service offerings. But the integration imperative
also has been encouraged by federal policy initiatives that have created financial
incentives for providers to integrate, especially with a focus on services supported
by Medicare and Medicaid.

Changing Approaches to Paying for Care

The first and foremost principle that has to be adopted is that payment by pay-
ers and provider agencies should be reasonable and adequate for evidence-based
practices. If that simple principle is not observed, all other issues will remain
difficult to solve.

In addition to integration, our national health system has been exploring a
broad array of value-based payment systems that reward providers for good out-
comes rather than for the volume of services provided. Experiments in changing
incentives in payment systems are occurring among the three key types of payers:
Medicare, Medicaid, and private insurers.

Value-based approaches and bundled payment models not only create better
incentives to improve outcomes but also allow flexibility to support nontradi-
tional services or nontraditional providers that are central to integrated care. For
example, Colorado-based Rocky Mountain Health Plans is testing whether a global
payment model can support the provision of behavioral services in local primary
care practices. Under the Sustaining Healthcare Across Integrated Primary Care
Efforts pilot, which was launched in 2012, three practices in western Colorado
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that have already integrated behavioral health care are receiving global payments
to pay for team-based care; three integrated practices that earn FFS payments are
serving as controls.

Insurance Expansion and Mental Health Parity Laws

The large increase in the number of Americans now covered by health insur-
ance because of the Patient Protection and Affordable Care Act (ACA) facilitates
improvements in the care of people who have complex conditions. And, insur-
ance policies offered in the ACA marketplaces are required to cover behavioral
health services. Furthermore, recent health parity laws prevent insurers from
placing greater financial requirements (such as copayments or treatment limits)
on mental health services than are placed on medical care services in any insur-
ance policy offered. Those laws will substantially expand financial access to a
full array of behavioral health services.

Technology

Advances in technology have the potential to enhance access to and quality
and cost efficiency of behavioral health and mental health care.

Electronic Health Records

Quality and cost efficiency of care rely on effective and efficient communica-
tion among providers and on the smooth flow of information into and among
medical records. Similar benefits could derive from EHR use in behavioral and
mental health, but their adoption has been notably slow. In fact, in comparison
with the rapid rise in EHR use in general medical and primary care settings, less
than 20 percent of behavioral health facilities have adopted EHR s (Walker et al.,
2016). Reasons for slow adoption include concerns about information sharing
and confidentiality that are specific to clinical substance use and mental health
data and to the cost and affordability of HIT, particularly in small and widely
disseminated practice settings, which have substantial financial barriers to adop-
tion. To realize the benefits of HIT, innovative solutions are needed to address
confidentiality issues and provide incentives for behavioral health providers to
purchase and use the technology in ways that are integrated into general medical
systems. Innovative solutions are also needed to make the EHR more efficient,
more informative, and easier for providers to use.

Technology-Enabled Therapy for Behavioral and Mental Health

Technology-based therapies that patients can access with greater ease and at
lower cost than face-to-face conventional psychotherapy have been developed,
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such as Mood Gym (Australia National University, 2016), Beating the Blues
(2015), and ThisWayUp (2016) (Richards and Richardson, 2012). Although much
work remains to optimize the application of the therapies in clinical settings,
evidence suggests that, with proper patient selection and appropriate strategies
for successful engagement, patients who have less complicated psychiatric needs
(such as for mild to moderate depression or anxiety) can derive clinical benefit
at lower cost while overcoming the logistical hurdles to access, including basic
availability of clinicians in a locale. Such online resources are rapidly expanding
to cover a broad continuum from educational and selt-help materials to modular
offerings that emulate manualized, evidence-based, cognitive behavioral therapies.

Virtual visits provided by clinicians over the Internet improve access and
outcomes principally by enhancing patient convenience. Compelling examples
include geriatric patients who have mobility challenges and young patients who
have autism and for whom transport to a doctor’s office can be difficult or even
prohibitive. In such instances, the ability to hold a session by video conference
can reduce cancellations and “no shows” and give clinicians a better window
into behavior in the actual home context.

VITAL DIRECTIONS

To improve the lives of people who have behavioral health and medical conditions,
it is essential that public policy play important roles in changing the approach
to delivering services to this population. The following three vital directions
are critical for improving outcomes by increasing access to effective services:

* New payment approaches that recognize the costs of managing the care of
patients who have complex conditions and that encourage the use of teams
and technology to identify, engage, and manage the care of such patients.

 Investment in strategies and programs to expand, improve, diversify, and
leverage—through technology and more efficient team-based approaches—the
clinical workforce and to develop incentives to improve service in under-
served areas.

* Development and implementation of clearly measurable standards to encour-
age dissemination of tested organizational models and to establish a culture
of shared accountability to integrate the delivery of services.

Implement Payment Models That Support Service Integration

The current approach to paying for behavioral health care and general
medical care will never lead providers to meet the needs of people for these



Access to Effective Care for Mental Health and Substance Use Disorders | 145

types of care adequately. The emphasis is on payment for the volume of service
provided, and incentives to push providers to focus on patients’ outcomes are
not in place.

A first public policy goal should be greater use of payment approaches that
offer incentives to providers to improve outcomes by paying adequately for
evidence-based services. Current trends toward more integration of service
capacity among health care providers will make it more likely that the provider
system will develop care approaches that meet the varied needs of people who
are facing behavioral health challenges.

To design a payment system that works, we need a blend of policy strate-
gies that create incentives for good care for the full array of patients who have
behavioral health conditions:

* Payment models should encourage quality and value, as well as allow flexibility,
so that providers can choose management strategies that will lead to the best
possible outcomes. Through Medicare and Medicaid, the federal government
can lead the way in the transition to value-based payment.

* People who have complex behavioral health and medical conditions should
be specifically encouraged to enroll in Medicaid programs and exchange
policies offered through the ACA.

* Payments should be risk adjusted with sophisticated methods so that provid-
ers are paid appropriately to ensure that adequate resources flow to providers
who care for the neediest in our population.

* Regulations to complement new reimbursement approaches should be imple-
mented so that there is a level playing field for providers and so that delivery
of adequate care will be guaranteed.

Such strategies should have high priority in the coming years and could lead
to better outcomes and more efficient use of our medical care investment.

Train a Workforce Skilled in Managing Behavioral Health Conditions

The workforce needs to grow and diversify to meet the demand to engage
and serve people who have mental health and substance use disorders more
effectively. Access to insurance is growing, but insurance is not valuable if there
are no providers to deliver needed services. The development of innovative
organizational models for managing behavioral health conditions is laudable,
but they will not be sufficiently implemented if there is not a workforce that
understands and is trained to deliver services with the new models of care that
have been tested in careful studies.
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A new administration should give high policy priority to ensuring that our
health system workforce can deliver the services required to improve outcomes
for people who have behavioral health conditions. Three policy approaches
could contribute:

o Fund well-tested programs that could encourage new entry into the behavioral health services
field. A wide array of federal programs supports the training of physicians and
other traditional medical care providers, such as nurses and dentists. For example,
the federal Bureau of Health Workforce oversees loan repayment programs for
physicians and dentists, and scholarship programs are aimed at increasing the
numbers of primary care physicians, dentists, and nurses. Those programs should
be expanded and should focus on increasing the numbers of professionals who
care for people who have mental health and substance use disorders.

Provide opportunities for providers to learn principles of care coordination and of teamwork.
Building an effective workforce to improve outcomes of people who have
mental health and substance use disorders requires more than scaling up of
the workforce. Public policies should also focus on new skills for members of
the workforce. Educational programs directed at the skills needed to work in
teams and the skills needed for effective care coordination are needed around
the country. Similarly, primary care physicians need additional training to be
comfortable in working collaboratively with providers of care for mental health
and substance use disorders because they must often manage patients who have
these conditions, especially patients whose disorders are mild to moderate.

Spread use of new technologies that leverage the workforce. New technologies that
can help leverage the skills of providers in this field are being developed each
year. For example, telehealth technologies can link psychiatrists to primary
care providers in rural areas who require help in diagnosing problems and
developing treatment plans. Public policy should correct the failure to provide
the needed incentives for behavioral health organizations and providers to invest
in and use tools and information systems to “defragment” care and accelerate
the development of new technologies that assist in managing behavioral health
care. Federal policies should fund training to help the existing workforce to
learn how to use technology more effectively to leverage the ability to treat
as many patients as possible and as effectively as possible.

Develop Incentives to Disseminate Tested Organizational Models

A third vital direction for public policy in behavioral health is to fund improve-
ments in know-how for building better care models, in organizational strategies,
and in accountability to attain better outcomes.
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Expand Investment to Develop, Evaluate, and Implement Behavioral Health Quality
Measures

Better care models can be identified only when there are clear, routinely
collected quality measures for tracking the effectiveness of health care integra-
tion. Several strategies could support development of measures at the interfaces
between behavioral health care and general medical care:

* Expanding expectations for health systems to establish structural mechanisms
for integration of mental health care, substance abuse care, and general health
care. This could include expanding requirements for accreditation or rec-
ognition programs, such as the Patient-Centered Medical Home, that focus
on the population of people who have mild to moderate behavioral health
conditions and are being seen in general medical settings.

* Expanding measures that focus on access to effective behavioral health care
and behavioral health outcomes for patients in general medical care settings.

* Developing measures to assess access to preventive health services, primary
care, and chronic disease care for people in behavioral health care settings
and to assess their associated outcomes.

Beyond specifically developing measurement strategies for integrated care, a
lead agency should be identified that has responsibility, expertise, and resources
for stewarding the field of behavioral health quality measurement to be held
accountable for their development. In collaboration with other public and private
stakeholders among the “six Ps”—patients, providers, practice organizations,
payers, purchasers, and policymakers—that agency should develop a coordinated
plan to implement this and the next two recommendations (Pincus et al., 2003).

Take Action to Overcome Barriers to Improve and Link Data Sources

Eftective integration of behavioral health and general medical care must incor-
porate strategies to develop, implement, use, and coordinate HIT to meet the
needs of consumers who have behavioral health conditions and of their health
care providers and systems.

Gaps in standardizing and capturing behavioral health information must be
addressed. For example, under the HITECH Act, SNOMED-CT and LOINC
are mandated medical terminologies for the exchange of clinical information,
but if these terminologies do not accommodate behavioral health needs, the
goals of the act cannot be achieved. A recent Institute of Medicine report
recommended incorporating evidence-based behavioral health psychosocial
intervention in classification systems, such as Current Procedural Terminology
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(IOM, 2015). Policies and regulations should include specifications for stan-
dardizing behavioral HIT among different general medical, mental health,
and substance use treatment settings to ensure data sharing and data trans-
portability. More sophisticated information exchange protocols are needed
to address behavioral health privacy and security concerns. Vendors should
be expected to develop EHRSs that enable tagging of specific data elements
with different privacy levels; this would be important for accommodating the
use of consumer-driven technologies, such as mobile applications. Finally,
behavioral health clinical organizations and nonphysician behavioral health
providers will need funding (possibly as part of bundled payments) to assist
in deploying and using HIT that meets specifications that the HITECH Act
provided for hospitals and physicians.

Conduct Research to Develop the Evidence Necessary to Expand Our Treatment
Armamentarium and Support a More Robust and Comprehensive Set of Standards and
Measures

Standards and measures should be developed to:

* document the mechanisms underlying mental health and substance use con-
ditions better;

* develop and test new, more effective, safer treatments;

* determine which treatments achieve the best outcomes for different types of
patients, especially in the context of different comorbidities; and

* implement evidence-based treatments.

Collaboration among funding agencies and health care organizations should
inform the development of a research agenda that could marry the goals of
intervention development and testing with the needs of quality measurement
and improvement at clinical, organizational, and policy levels.

CONCLUSIONS AND SUMMARY

‘We face substantial and enduring challenges to improve the lives of many Americans
who cope with mental health and substance use disorders. Those disorders are often
chronic, and recovery can be a lifelong process, but better outcomes and the potential
for better life courses are within easy reach for our society. There are barriers to
progress, but our nation is at a moment when there also are many facilitators that
can help us to make striking progress in improving people’s lives. We have much of
the know-how that is needed, and now we need to put the know-how into action.
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It will take the energy and commitment of many parts of our society to improve
outcomes for people who have mental health and substance use disorders, espe-
cially in the presence of other medical problems that these people commonly face.
We need supportive and supported families, supportive workplaces, supportive
health providers, and supportive communities. But public policy at the federal
level can also play a role in leading progress in this social challenge.

Three vital directions are offered to guide efforts to improve behavioral health
care across our nation:

* New payment approaches: Develop and apply new payment approaches
that provide fair payments that recognize the costs of managing the care of
patients who have interacting medical and behavioral health conditions and
encourage the use of teams and technology to implement evidence-based
strategies to identify, engage, and manage the care of such people effectively.

* Workforce development: Invest in strategies and programs to expand,
improve, diversity, and leverage—through technology and more efficient
team-based approaches—the clinical workforce and to develop incentives to
improve service in underserved areas.

* Standards and incentives to disseminate tested organizational models:
Encourage and invest in improvements in know-how for building better care
models, clinical and organizational strategies, and accountability mechanisms
to attain better outcomes. Measurable standards must be created to implement
incentives to diffuse tested organizational models and establish a culture of
shared accountability to integrate the delivery of services.

There are barriers that make progress difficult, but there are also clinical and
policy strategies that hold potential for enabling striking progress in improving
the lives of people who face these challenges. We have much of the know-how
that is needed, but we need to put it into action.

SUMMARY RECOMMENDATIONS FOR
VITAL DIRECTIONS

Implement payment models that support service integration.

2. Train a workforce skilled in managing mental health and substance
abuse in the context of integrated care.

3. Develop incentives to disseminate tested organizational models and
create new approaches.



150 | Vital Directions for Health and Health Care

REFERENCES

Australia National University. 2016. MoodGYM Training Program. Available
at https://moodgym.anu.edu.au/welcome (accessed June 29, 2016).

Beating the Blues. 2015. Available at http://www.beatingtheblues.co.uk/ (accessed
June 29, 2016).

Bishop, T. F., M. J. Press, S. K. Keyhani, and H. A. Pincus. 2014. Acceptance
of insurance by psychiatrists and the implications for access to mental health
care. JAMA Psychiatry 71(2):176—181. doi: 10.1001/jamapsychiatry.2013.2862.

Bishop, T. F., J. K. Seirup, H. A. Pincus, and J. S. Ross. 2016. Population of
US practicing psychiatrists declined, 2003—13, which may help explain poor
access to mental health care. Health Affairs 25(7):1271-1277. doi: 10.1377/
hlthaff:2015.1643.

Boccuti, C., C. Swoope, A. Damico, and T. Neuman. 2013. Medicare Patients’
Access to Physicians: A Synthesis of the Evidence (The Henry J. Kaiser Family
Foundation, December 13, 2013). Available at http://kff.org/medicare/issue-
brief/medicare-patients-access-to-physicians-a-synthesis-of-the-evidence/
(accessed August 24, 2016).

Frank, R. G., H. H. Goldman, and T. G. McGuire. 2009. Trends in mental health
cost growth: An expanded role for management? Health Affairs 28(3):649—659.
doi: 10.1377/hlthaff.28.3.649.

IHS Inc. 2015. The Complexities of Physician Supply and Demand: Projections
from 2013 to 2025. Prepared for the Association of American Medical Colleges.
Washington, DC: Association of American Medical Colleges.

IOM. 2012. The mental health and substance use workforce for older adults: In whose
hands? Washington, DC: The National Academies Press. doi: 10.17226/13400.

IOM. 2015. Psychosocial interventions for mental and substance use disorders: A frame-
work for establishing evidence-based standards. Washington, DC: The National
Academies Press. doi: 10.17226/1901.

Mark, T.L., K.R. Levit, T. Yee, and C.M. Chow. 2014. Spending on mental and
substance use disorders projected to grow more slowly than all health spending
through 2020. Health Affairs. 33(8):1407-1415. doi:10.1377/hlthaft.2014.0163.

Mark, T. L., T. Yee, K. R. Levit, J. Camacho-Cook, E. Cutler, and C. D.
Carroll. 2016. Insurance financing increased for mental health conditions but
not for substance use disorders, 1986—-2014. Health Affairs 35(6):958-965. doi:
10.1377/hlthatf.2016.0002.



Access to Effective Care for Mental Health and Substance Use Disorders | 151

McGuire, T. G. 2016. Achieving mental health care parity might require changes
in payments and competition. Health Affairs 35(6):1029-1035. doi: 10.1377/
hlthaff.2016.0012.

Melek, S. P., D. T. Norris, and J. Paulus. 2014. Economic impact of integrated medical-
behavioral healthcare: Implications for psychiatry. Denver, CO: Milliman Inc.

NRMP (National Resident Matching Program). 2016. Results and data: 2016
Main Residency Match®. Washington, DC: NRMP.

Olfson, M. 2016. Building the mental health workforce capacity needed to treat
adults with serious mental illnesses. Health Affairs 35(6):983—990. doi: 10.1377/
hlthaft.2015.1619.

Pincus, H. A, L. Hough , J. K. Houtsinger, B. L. Rollman, and R. G. Frank. 2003.
Emerging models of depression care: Multilevel (‘6 P’) strategies. International
Journal of Methods in Psychiatric Research 12(1):54—63. doi: 10.1002/mpr.142.

Richards, D., and T. Richardson. 2012. Computer-based psychological treat-
ments for depression: A systematic review and metaanalysis. Clinical Psychology
Review 32(4):329-342. doi: 10.1016/j.cpr.2012.02.004.

Roehrig, C. 2016. Mental disorders top the list of the most costly conditions in
the United States: $201 billion. Health Affairs 35(6):1130—-1135. doi: 10.1377/
hlthaft.2015.1659.

Roll, J. M., J. K. Kennedy, M. Tran, and D. Howell. 2013. Disparities in unmet
need for mental health services in the United States, 1997-2010. Psychiatric
Services 64(1):80-82.

SAMHSA (Substance Abuse and Mental Health Services Administration). 2016.
Mental and Substance Use Disorders. Available at http://www.samhsa.gov/
disorders (accessed June 29, 2016).

This Way Up. 2016. Available at https://thiswayup.org.au (accessed June 29, 2016).

Walker, D., A. Mora, M. M. Demosthenidy, N. Menachemi, and M. L. Diana.
2016. Meaningtul use of EHR's among hospitals ineligible for incentives lags
behind that of other hospitals, 2009-2013. Health Affairs 35(3):495-501.

World Health Organization (WHO). 2001. Chapter 2: Burden of Mental and
Behavioural Disorders. In The World Health Report 2001. Geneva, Switzerland:
World Health Organization.

AUTHOR INFORMATION

James Knickman, PhD, is Derzon Clinical Professor, Robert F. Wagner
Graduate School of Public Service, New York University. K. Ranga Rama
Krishnan, MB, ChB, is Henry P. Russe Dean of Rush Medical College and
is Senior Vice President for Medical Affairs, Rush University Medical Center.



152 | Vital Directions for Health and Health Care

Harold A. Pincus, MD, is Professor and Vice Chair, Department of Psychiatry,
College of Physicians and Surgeons, and is Co-Director, Irving Institute for
Clinical and Translational Research, Columbia University and is Director of
Quality and Outcomes Research, New York Presbyterian Hospital. Carlos
Blanco, MD, PhD, is Division Director, Division of Epidemiology, Services,
and Prevention Research, National Institute on Drug Abuse, National Institutes
of Health. Dan. G. Blazer, MD, PhD, MPH, is J.P. Gibbons Professor of
Psychiatry Emeritus, Duke University Medical Center. Molly J. Coye, MD,
MPH, is Executive in Residence, AVIA. John H. Krystal, MD, is Robert
L. McNeil Jr. Professor of Translational Research, and Chair, Department of
Psychiatry, Yale University School of Medicine. Scott L. Rauch, MD, is
President, Psychiatrist in Chief, and Chair, Partners Psychiatry and Mental Health,
McLean Hospital. Gregory E. Simon, MD, MPH, is Senior Investigator
and Psychiatrist, Group Health Research Institute. Benedetto Vitiello, MD,
is Chief, Treatment and Preventive Interventions Research Branch, National
Institute of Mental Health, National Institutes of Health.



7

ADVANCING THE HEALTH OF COMMUNITIES
AND POPULATIONS

LyNN R. GoLpMAN, MD, MPH, GEORGES C. BENJAMIN, MD, SANDRA R. HERNANDE?Z,
MD, Davip A. KiNDIG, MD, PHD, SHIrRIKI K. KUMANYIKA, PHD, MPH, CARMEN
R. NEVAREZ, MD, MPH, NirAv R. SHAH, MD, MPH, aAND WINSTON F. WoNG, MD

‘ x / e have a long way to go to strengthen the public health system to pro-

vide adequate protection for communities. Dollar for dollar, our health
care expenditures fail to provide us with good health at the most basic level as
measured by life expectancy and infant mortality. The United States spends 18
percent of its gross domestic product—more than $10,000 per person per year—on
the provision of medical care and hospital services. That is 2.5 times the average
of industrialized nations in the Organisation for Economic Co-operation and
Development (OECD), but by any measure our population is less healthy; US life
expectancy at birth is well below the OECD average, and our infant mortality
is higher than that of all 26 other industrialized nations. In fact, Americans are
at a disadvantage at every stage of the life cycle relative to counterparts in peer
countries (NRC and IOM, 2013).

Recent events like lead contamination in drinking water in Flint, Michigan,
and other cities across our country; the epidemic of obesity and related chronic
diseases in the United States; outbreaks of new microorganisms in drinking
water like naegleria and legionella; spread of Aedes mosquitos that carry tropical
diseases like Zika, dengue, and chikungunya; the serious impacts of catastrophic
storms like Hurricanes Katrina and Sandy; and the epidemics of opiate addiction
and HIV that are reappearing across the United States are ringing alarm bells
about our weak public health system.

The World Health Organization has defined health as “the state of complete
physical, mental, and social well-being and not merely the absence of disease or
infirmity” (WHO, 1948). Health of nations and other population groups can
be compared via use of health outcome metrics that reflect both positive and
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negative states of health. Such metrics include “1) life expectancy from birth,
or age-adjusted mortality rate; condition-specific changes in life expectancy,
or condition-specific or age-specific mortality rates; and self-reported level of
health, functional status, and experiential status” (Parrish, 2010).

The United States should be capable of meeting or exceeding levels of good
health enjoyed by people in other countries. Most factors that influence health
are embedded in daily life circumstances apart from interactions with the health
care system. These factors have to do with social, environmental, and behavioral
inflluences on health that affect everyone in the population. We need to address
environmental factors that range from exposure to pathogens, harmful substances,
and pollutants to the widely available and aggressively promoted sugary drinks;
foods high in salt, fat, and sugar; tobacco; and alcohol products. Behavioral fac-
tors can be addressed, as in successful efforts to reduce smoking, but even in the
case of smoking, efforts need to be intensified and directed more precisely to
populations at greatest risk of tobacco-related chronic diseases. Addressing social,
behavioral, and environmental factors that discourage healthy eating patterns or
promote unhealthy exposures like smoking—public health—ensures conditions
in which people can be healthy.

In the face of our elaborate and expensive health care system, there is direct and
undeniable evidence that there are major opportunities to improve population
health that lie outside this system or require fundamental changes in how the
system operates. There is strong evidence that investments in prevention at the
population level, via public health expenditures, are very effective in promoting
health and wellness and reducing costs of medical care (McCullough et al., 2012).
People who have social and economic advantages have a greater chance of achiev-
ing and maintaining good health in spite of adverse environmental exposures
compared to people who are disadvantaged by such factors as chronic poverty,
lack of education, racial or ethnic discrimination, and geographic isolation. In
part, the poor US performance on key health measures reflects the apparent
greater effect of such disadvantages in the United States than in peer countries.
Peer countries may mitigate social disadvantages better through institutionalized
universal and targeted social and economic programs (McLeod, et al., 2012).
Health economists are beginning to demonstrate that investments in social ser-
vices (along with public health) also generate positive health impacts as assessed
by a number of measures including obesity, asthma, mental health status, lung
cancer, heart attacks, and type 2 diabetes (Bradley et al., 2016).

As defined by Kindig and Stoddart, population health refers to “the health
outcomes of a group of individuals, including the distribution of such outcomes
within the group” (Kindig and Stoddart, 2003). Historically in the United
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States (Jacobson and Teutsch, 2012), health care evolved in two, mostly separate,
systems—one that provides clinical care, is largely private, and provides indi-
vidual prevention and treatment to patients, and a second public health system
that is mostly governmental and provides population-based health promotion
and disease prevention strategies to people who reside in entire geopolitical
jurisdictions. Jacobson and Teutsch have proposed that it might be clearer to use
the term “total population health” when referencing actions to improve health
in entire geographic regions, to distinguish this concept from the growing use
of the term “population health” to reference actions to improve health among
groups of people served by various health providers, health insurance systems,
and/or specific governmental programs (Jacobson and Teutsch, 2012). In this
paper, the term population health should be viewed as synonymous with the con-
cept of total population health. In this context, population health is concerned not
only with delivering preventive services to individuals, or groups, but also with
addressing broader social and environmental determinants of health in entire
regions. (Some might refer to this same concept as community health.)

Traditionally, the “public health” side of the US two-part health system has had
the responsibility for populations in organizational and financial arrangements that
are largely separated from the treatment side. Recognition of the need to bring
these subsystems together has increased over time. The shift in thinking toward
a more comprehensive approach to achieving population health and wellness
was prominent in the advice of the Secretary for Health’s Task Force on Health
Promotion and Disease Prevention Objectives for 2020 and in the character of
the subsequent federal health objectives for this decade (Fielding et al., 2014).

As noted below, the Patient Protection and Affordable Care Act (ACA) included
a number of provisions that support total population health approaches within
the health care system, including both traditional public health efforts as well as
efforts to better integrate total population health and health care.

OPPORTUNITIES FOR PROGRESS AND POLICY
IMPLICATIONS: A CALL FOR CHANGE

The many excellent efforts under way to revitalize, expand, and innovate in
advancing the health of populations and communities indicate that the United
States is at a critical inflection point for taking more deliberate and effective
actions to improve public health and prevention capacity. Such efforts are both
expanding access to health care and are extending outside the health sector and,
if supported and expanded, create major opportunities for improving the health
of populations and communities. These efforts include the establishment of the
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Prevention and Public Health Fund under the ACA, community needs assess-
ments under the ACA, the establishment of minimum standards for state and
local public health programs, support of community-based programs and coali-
tions, a new Office of Disease Prevention in the National Institutes of Health,
and health and wellness programs in corporations. These recent developments
have set the stage for making major improvements in population health in the
United States.

In addition, many far-reaching recommendations relevant to improving
population health outcomes have emerged from the National Academies of
Sciences, Engineering, and Medicine in recent years. While supporting those
longer-term recommendations, this paper identifies potentially transformative
initiatives that can be implemented quickly with relatively little incremental
expense. These initiatives are predicated on a vision of a healthy community as
a “strong, healthful and productive society, which cultivates human capital and
equal opportunity. This vision rests on the recognition that outcomes such as
improved life expectancy, quality of life, and health for all are shaped by inter-
dependent social, economic, environmental, genetic, behavioral, and health
care factors, and will require robust national and community-based policies
and dependable resources to achieve it” (National Prevention Council, 2011).

These recent developments set the stage for a number of specific opportunities
to set the nation’s prevention and public health efforts on a new path (Figure 7-1).

GOAL 1: SUPPORT STRONG NATIONAL PUBLIC HEALTH
OBJECTIVES WITH LEADERSHIP AND INVESTMENTS

The achievement of health goals for communities—total populations—is quite
challenging in that many of the factors that influence health are not, and never
will be, controlled or directed by the health sector. Public health leaders exert
influence in many ways, for example, with information and recommendations
(e.g., successive Surgeon General’s reports), through influencing (e.g., First Lady
Michelle Obama’s campaign to promote healthy eating and physical activity),
and through work in local communities.

The US Department of Health and Human Services’ (HHS’s) Healthy
People 2020 initiative, with input from thousands of members of the public
and organized public health and health groups, culminated in more than
1,200 objectives, from which HHS leadership identified a set of 26 Leading
Health Indicators that are tracked at various government levels (Koh et al.,
2014). That approach can support implementation of a recommendation of a
recent consensus study of the National Academies that “the Secretary of the
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Department of Health and Human Services should adopt an interim explicit
life expectancy target, establish data systems for a permanent, health-adjusted,
life expectancy target, and establish a specific per capita health expenditure
target to be achieved by 2030. Reaching these targets should engage all health
system stakeholders in actions intended to achieve parity with averages among
comparable nations on healthy life expectancy and per capita health expendi-
tures” (NRC and IOM, 2013).

Building on this, a White House—led effort could bring to bear political lead-
ership—across the entire federal government—to invoke more integrated action
across sectors and investments in communities to achieve health via application
of a Health in All Policies (HiAP) approach. Developed in Finland, HiAP has
been adopted by the European Union and has been credited with resulting in
an increased focus on population health in a number of areas, including social
services, diet, nutrition and physical activity, alcohol policies, environmental
and health consequences of transport, and mental health impact assessment of
public policies (Puska and Stahl, 2010).
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Opportunity: Strengthen Federal Public Health Leadership

Within the United States the National Prevention Council (NPC) is an
example of a HiAP-oriented initiative at the federal level. This Council, which
is chaired by the Surgeon General, brings together representatives from 20
federal departments, agencies, and offices, including sectors such as housing,
transportation, education, environment, and defense. The National Prevention
Strategy (National Prevention Council, 2011), developed by the NPC with
broad input from diverse stakeholders, needs to be raised to a much higher level
of priority in the administration. This includes creating a stronger focus in the
White House with adequate funding and decision authority to coordinate mul-
tisectoral population health and prevention efforts throughout the government
and by vesting stronger authority at the highest levels in the HHS to align all
HHS activities with population health and prevention goals. Such leadership in
the White House could be achieved via strengthening the role of the Domestic
Policy Council (DPC) in population health promotion, or via establishment
of a new office. The role of the Secretary of HHS and other leaders could be
elevated. Of note, both the DPC and the Secretary of HHS have congressional
authority to undertake such an initiative already. Such efforts can build upon
the NPC’s National Prevention Strategy. Finally, the administration needs to
be a clear champion of the concept that investing in prevention has high pri-
ority and has a greater proven return than does other health care investment
(McCullough et al., 2012).

The HiAP approach has been supported by a tool called the Health Impact
Assessment (HIA), which can be applied when a more formal assessment is
required (Wernham and Teutsch, 2015). Many have suggested formal adop-
tion of an HIA approach in the United States, and there is an emerging body
of evidence for its applicability (IOM, 2014). By Executive Order, the White
House could require explicit consideration of health impacts (or benefits) for
major federal expenditures.

Specific White House coordination could help support activities to promote
health in communities. Such an effort could build on the last administration’s
“Sustainable Communities” initiative (which included housing, environment,
and transportation but not health.) It could benefit from a number of initiatives
that have been carried out by the private sector to address housing and economic
opportunity, environmental health, and access to health services in communities
to improve health (Acosta et al., 2016).

Less obvious but perhaps of equal importance is tax policy. For example, there
are corporate tax credits for affordable housing ($7.8 billion for 2016), wind
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power ($2.9 billion in 2016), and orphan-drug research ($900 million). There
are exclusions and deductions for “research and experimentation” ($5.8 billion),
domestic production ($13.2 billion), and charitable contributions to health orga-
nizations ($1.9 billion) (US Treasury, 2016). There are numerous opportunities
in existing tax policies for the White House to enhance the health benefits for
communities and promote a full-scale, population health improvement strategy.

The White House could also consider the development of an Opportunity
Development Bank, a public—private partnership that is dedicated to infrastruc-
ture development and invests tax revenues at high rates of economic and social
return. The investments could include early childhood interventions, preschool
enhancements, juvenile justice diversion programs, high school counseling pro-
grams, adult job training programs, adult criminal rehabilitation, substance use
prevention programs, housing support, and library expansions. Returns on such
investment potentially can be extremely high (Washington State Institute for
Public Policy, 2016). Some programs have a rate of return as high as 100 percent;
the social returns can be even higher, perhaps $15 or $20 for every dollar invested.

Opportunity: Structure Funding to Achieve Defined Public Health Goals

According to the National Academies, a minimum set of public health services
is needed in every community (IOM, 2012). In 2012, it recommended that
Congress “authorize a dedicated, stable, and long-term financing structure to
generate the enhanced federal revenue required to deliver the minimum pack-
age of public health services in every community.” It also stated that “such a
financing structure should be established by enacting a national tax on all medical
care transactions to close the gap between currently available and needed federal
funds” (IOM, 2012).

Congress and the administration can work together to define the public health
services that could be supported by the federal government and others and to
enact legislation that would authorize and appropriate resources, including fund-
ing, for these purposes.

GOAL 2: PROMOTE EFFORTS BY HEALTH CARE
ORGANIZATIONS AND SYSTEMS IN ADVANCING
COMMUNITY AND TOTAL POPULATION HEALTH

Health care organizations and systems, both public and private, need support in
expanding their missions and activities to include a focus on the maintenance of
good health and well-being in the people and communities that they serve. The
traditional focus on disease screening and treatment reinforces a focus on health
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problems at a relatively late stage in the process and is not cost eftective (McCullough
et al., 2012). It discourages accountability for overall community and population
health and engagement in the large-scale, community-based health promotion
and disease prevention activities of which medical encounters are only one aspect.

For many years the public health system has been engaged in providing access
to medical care for underserved populations as well as promotion of clinical
preventive services like immunizations, blood pressure screening, and cancer
screening. Developments of the last few years are shifting many of these clini-
cal preventive activities into the clinical care system; at the same time, until all
Americans have access to health care, the public health system will continue
to be responsible for safety net function. More recently, the clinical care sys-
tem is seeking the achievement of the “Triple Aim” that was proposed by the
Institute for Healthcare Improvement (IHI, 2016), and seeks to simultaneously
lower the costs of health care, improve the quality of health care delivery, and
improve health outcomes among the populations that are served. The Centers for
Medicare & Medicaid Services (CMS) has embraced the concept of population
health promotion under the triple aim and there is evidence of progress in several
areas. Under the ACA, federal funds can be used for US Preventive Services Task
Force—approved preventive services without copay. The ACA has also permit-
ted the use of federal health care funds for community-based prevention for the
first time (the PH Trust Fund). Additionally, the movement toward Medicaid
and Medicare managed care and increasing incentives for managed Medicare
and Medical Homes are examples of financial incentives that are beginning to
reward prevention activities in the context of individual patient care. All of
these activities are laying the groundwork for more engagement of health care
organizations and systems in advancing community and total population health.

Opportunity: Enhance the Role of Hospitals and Associated Health Care
Systems in Promoting Wellness

Community benefits requirements for nonprofiit hospitals under Internal
Revenue Service (IRS) 501(c)(3) regulations have foreseen the benefiits of changes
in progressive hospital and community systems (Rosenbaum, 2016). We would
favor refining community benefiits requirements to provide incentives to regional
efforts and to ensure the inclusion of local health departments and public health
schools and programs in analysis and planning efforts. Those efforts are accountable
to hospitals’ community benefits obligation, except where community benefits
funds are already subsidizing Medicaid or uncompensated care, and generate
a large amount of revenue, more than $24 billion in 2011 (Rosenbaum et al.,
2015). Such activities include generation of community demographic and health
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data and community engagement and participation functions. Specific policies
could include erasing the distinction between community health improvement
and community building, creating a new IRS category for priorities identified
in total population health needs assessments, offering incentives for multiinsti-
tutional pooling, and encouraging hospitals to move toward allocating the full
value of their tax benefit to community health improvement and charity care.

Accountable care organizations (ACOs) emerged as a component of the ACA
as a means of encouraging health care providers to coordinate care throughout
the spectrum of wellness, prevention, and treatment, with shared accountability
and risk. Hundreds of ACOs have been formed, and some have led to better
outcomes, lower total costs, and improved patient care and experiences (Kassler
et al., 2015). Even so, ACOs as currently constructed entail only traditional
components of medical care and have yet to develop comprehensive wellness
models that incorporate other elements of prevention and wellness. For example,
oral health services continue to be marginalized rather than embraced as a vital
feature of population health, particularly in low-income and otherwise vulner-
able populations, despite recognition by CMS in 2011 that “oral health [should
be| included in . . . the Accountable Care Organization demonstration” and that
the Center for Medicare and Medicaid Innovation should “develop innovative
scalable models for the delivery of oral health care” (CMS, 2011). Drawing from
the initial success of many ACOs, the model needs to be more expansive in this
and other fields, such as mental health.

The principal role of Medicaid is to be the provider of health insurance for the
poor. However, it also has a tradition of promoting health and wellness. As Medicaid
continues to expand and evolve, state waivers are increasingly extending its reach
to promote better health for the underserved. That affords an opportunity to test
new models and partnerships between health care providers and community-based
programs that have been shown to improve social conditions that promote well-
being. CMS could be given more authority to waive Medicaid rules and work with
states to accelerate the incorporation of prevention and population health into state
Medicaid programs. Outcomes related to improved total population health and
reduction in health disparities should be included as valid outcomes of Medicaid.

GOAL 3: ADDRESS SOCIAL AND ENVIRONMENTAL
DETERMINANTS OF HEALTH IN COMMUNITIES

Because no two communities are exactly alike, strong community engagement
not only by local public health agencies and health care providers but also by
housing, environmental, financial, transportation, and other sectors is needed
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to address social and environmental determinants of health. How we build and
maintain our homes, buildings, and cities and the infrastructure for transporta-
tion, physical activity, drinking water, and sanitation has a critical effect on our
health. Moreover, communities will not be healthy unless all are served equitably.
Current fragmented approaches exacerbate health inequities, but multisectoral
approaches improve equity. In many ways such efforts reflect application of the
HiAP approach at a local level.

Opportunity: Use Multisectoral Partnerships at State, Regional, and Local
Levels to Enhance Social and Environmental Determinants of Health

To carry out the population health improvement planning and resource mobi-
lization that we call for, the administration could stimulate and assist in funding
of broad multisectoral partnerships that promote total population health. Many
communities across the country already are creating community health agendas,
leveraging assets, making health a locally defiined issue in which everyone has
a stake, and moving policy change at the local and regional levels. But, too few
health departments have the resources needed to lead such community efforts. A
federal effort to support community multisectoral partnerships could be launched
in 100 communities across the country in a 3-year program to establish national
models. Effects measured should include educational, public safety, and economic
indicators and health indicators already defiined in Healthy People 2020.

Opportunity: Rebuild the Nation’s Physical Infrastructure
with an Eye on Health

The brown water flowing from spigots in Flint, Michigan, is just the tip of the
iceberg for the gradual breakdown in many of our drinking water systems, as well
as our neglected transportation systems, sewer systems, and energy distribution
systems. Large adverse health and economic consequences are already being felt
directly in many communities (ASCE, 2013). We propose a multisectoral approach
targeted to jurisdictions with older physical infrastructures that will engage them
in an assessment of infrastructure weak spots so that they can plan for and fund
community structural improvements—Ileveraging not only health assets but the
Department of Labor, Department of Housing and Urban Development, and
other relevant department efforts in a coordinated and collaborative manner. A
multisectoral approach is important because much of the work could be funded
by the private sector (gas, electric power, water, and sanitation utilities). In New
York City, Mayor de Blasio’s Underground Infrastructure Working Group is
an example of an effort to bring sectors together to coordinate infrastructure
repair work so that it can be done more quickly and efficiently. Congress and
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the executive branch could pair the effort with existing job training efforts to
prepare people in low-income communities for work in the many sectors that
are involved with maintenance and improvement of the physical infrastructure.
Public health should inform these efforts so that infrastructure improvements
address environmental health and safety issues that are critical for the health of
communities.

Opportunity: Strengthen the Public Health Role in Community
Preparedness and Planning Processes

Rather than respond to the “disaster of the month” (Zika virus, Ebola, hur-
ricanes, earthquakes, floods, and the like), we need efforts to enable communi-
ties to withstand and recover from myriad disastrous events. Such efforts need
to anticipate threats, minimize adverse effects on health, and rapidly restore
function after a crisis. Community preparedness planning is multisectoral, but
public health has an important role to play in ensuring that those who are most
vulnerable (such as residents of assisted-living facilities) are protected from health
consequences; in strengthening community health systems and integrating them
with community resources, including the private sector; and in integrating
community preparedness effort with day-to-day planning to combat the health
threats posed by daily living and the epidemic of chronic diseases and prevalence
of untreated mental illnesses that are the causes of premature death, disability,
and diminished quality of life. Collaboration between the private and public
sectors could improve the ability of communities to plan, prepare, respond, and
recover. It has been shown to work during the recent HINT1 influenza outbreak
in which federal, state, and local partnerships addressed a serious epidemic. Public
health preparedness systems need to be adequately resourced and sustained if
they are to be able to identify the emergence of new health threats and respond
to them effectively.

Opportunity: Facilitate Community Development and Social
Investment in Communities

Under White House leadership, broadening investment in human capital
through new financial vehicles can be encouraged. We bring several ideas to
the table to identify new ways to mobilize resources for total population health.
Some of these could be led by the White House via consideration of tax and
investment policies as described above. Others could emanate from local efforts.

The partnership of the Federal Reserve Bank, the Robert Wood Johnson
Foundation, and the Kresge Foundation has played a key role in connecting
financial investment in commercial development and housing to improved health
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in communities. In several communities, it has facilitated loans in conjunction
with philanthropic investment that addresses housing and economic opportunity,
environmental health, and access to health services.

Corporations can be involved in ways that go well beyond workplace well-
ness programs. Direct linkages between local public health agencies, business
leaders, community groups, not-for-profiit organizations, and the health care
community can forge a common language and understanding of employee and
community health problems and broaden participation in setting total population
health goals and strategies. Corporations can work with government to gather,
interpret, and exchange mutually useful data. They can use their knowledge of
marketing and social marketing techniques to promote individual behavior and
community change (IOM, 2015).

Health care systems and organizations have a key opportunity to create
environments for improved population health. If they leverage the entirety of
their assets—for example, as employers, purchasers, consumers, and potential
energy conservers—the effect of intentional business practices can potentially
improve the health of a population more than actual delivery of services.
Moreover, studies suggest that a large moderate-income workforce can have a
greater role in generating income in a community than a smaller high-income
workforce. When income disparities narrow in a community, population
health improves.

GOAL 4: TRANSLATE EVIDENCE INTO ACTION

Advancing community and population health requires acting immediately on
what we know even while we are setting research priorities and funding mecha-
nisms to strengthen the evidence base of new population health interventions.
The HHS Advisory Committee on Health Promotion and Disease Prevention
Objectives for 2020 identified where taking action on the basis of what we already
know about interventions can improve community and population health. This
includes evidence on what works and what does not work. The marked increases
in the availability of health data to facilitate evidence translation and generation
increase the practicability of use for prevention.

Opportunity: Take Full Advantage of “Big Data”

The use of “Big Data” is an emerging field that may be key to the promotion
of population health. The term “Big Data” refers to very large datasets obtained
from a variety of sources that, if appropriately managed and analyzed, can yield
a wealth of detailed information to support achievement of various population
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health objectives. All efforts related to assessments, planning, preparedness, and
development of a common understanding of facts at very granular levels geo-
graphically can help to identify social and environmental determinants of health,
and give a clearer picture of health status and trends in a number of dimensions
(NASEM, 2016). Efforts like the County Health Rankings project, which ranks
the more than 3,000 counties in the United States based on a model that combines
health outcomes with health factors, provide a basis for identifying communities
that most need health improvement efforts, and for rallying support for those
efforts across sectors (Remington et al., 2015).

Nationally, billions of dollars have been invested in efforts led by the Office
of the National Coordinator for Health Information Technology to individual
access to electronic health information as well as connectivity among systems
so that information can be shared across systems while protecting data security
and privacy (DeSalvo et al., 2015). No such strong national efforts have been
undertaken to understand the data needs to support population health efforts.
Such efforts should build on clinical data collection to support the broader
advancement of population health by standardizing reporting of population health
measures (for example, patient-reported measures of wellness and reported health
conditions). They should also include geographic and, where possible, individual
data relevant to environmental and social determinants of health. A later step
would be to aggregate and release this information in a way that complies with
the Health Insurance Portability and Accountability Act to allow policymakers
to address issues comprehensively among sectors that currently remain siloed
(1.e., to integrate across data with regard to underlying physical and social envi-
ronments, with data on health and wellness, to assist with community-wide
prevention efforts).

Opportunity: Increase Public Access to Health Data

HHS should expand early success in supporting public availability of health
datasets and the development of informatics tools to facilitate aggregation and
linkages with related datasets. Data.gov and similar efforts already have helped
researchers to understand and policymakers to solve persistent problems related
to health effects in association with physical and social environments, factors
related to timing and identification of risk factors, and triggers of predictable
events. It is of critical importance that public health researchers and policymak-
ers work closely with the health care industry to improve its data so that it can
maximize their use for population health. There are substantial opportunities for
sharing and co-mingling of public and private datasets, which would advance
the open-data movement to the next level.
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Opportunity: Advance Research on Prevention and Public Health Strategies

Community prevention activities are too often undertaken with a weak evi-
dentiary base, largely because the support for such research is meager. Unlike
clinical practice, the practice of public health has few opportunities for product
development and promotion. The onus is on government to fund public health
research.

A report of the National Research Council and Institute of Medicine (IOM),
U.S. Health in International Perspective: Shorter Lives, Poorer Health, stated that “the
National Institutes of Health and other research-funding agencies should commit
to a coordinated portfolio of investigator-initiated and invited research devoted
to understanding the factors responsible for the US health disadvantage and
potential solutions, including lessons that can be learned from other countries”
(NRC and IOM, 2013). In addition, the report also recommended that the
federal government increase the portion of its budget allocated to population
and community-based prevention research that:

¢ addresses population-level health problems;

* involves a definable population and operates at the level of the whole person;

* evaluates the application of discoveries and their effects on the health of the
population; and

 focuses on behavioral and environmental (social, economic, cultural, and
physical) factors associated with primary and secondary prevention of disease
and disability in populations.

CMS has recently funded a number of Health Care Innovation Awards, some
of which support linkage between health services and community social services
to support the broader needs of individual patients. They have announced an
intention of expanding this approach via a recently announced 5-year, $157
million program to test a model called Accountable Health Communities. The
CMS Innovation Center will use these grants to “test whether systematically
identifying and addressing health-related social needs can reduce health care
costs and utilization among community-dwelling Medicare and Medicaid ben-
eficiaries” (Alley et al., 2016). Such prevention research explicitly seeks to fund
itself through health care savings. However, prevention research funded by other
agencies also is an excellent investment even though the costs and savings are
not directly linked within their budgets.

A number of efforts have been made to encourage the National Institutes of
Health (NIH) to fund more prevention research and these need to be intensified.
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There are other agencies whose research programs should be strengthened:
Centers for Disease Control and Prevention (CDC) and Environmental Protection
Agency. Federal health research agencies need to focus not only on genetic but
also social and environmental determinants of health, both discovery-oriented
research about how these determinants cause ill health (or promote wellness)
and translational research on how to apply this knowledge to improve health
in communities. Such research needs to focus on the most vulnerable, (e.g.,
pregnant women, infants, children, the elderly, and those who are genetically
vulnerable or immunocompromised).

In the long run, health care expenditures need to help to support a Prevention
Research Trust Fund to support community-centered outcomes research just
as we now have support for the Patient-Centered Outcomes Research Institute
(PCORI) via the ACA. Such research could be housed in NIH or CDC as a
freestanding institute on the model of or within PCORI. It should involve
not only academic research but also community participatory models that are
directed especially to underserved communities and social and environmental
determinants of health and that empower communities to manage interven-
tions (Selby et al., 2015). The effort would generate the evidence needed for
tackling the most serious public health problems at the community level via
research that is difficult to fund through existing avenues in NIH and elsewhere.
Priorities for the effort should be drawn from existing expert bodies, such as
the Community Preventive Services Task Force recommendations, public
health professional and government organizations, and National Academies
report recommendations. The research should explicitly address both costs and
benefits of prevention strategies.

CONCLUSION

We have made a number of proposals, of which the most important are related
to the establishment of clear points of accountability and leadership for total
population health in the United States, both in the White House and in HHS.
The United States can have the best community and population health in the
world, but that cannot happen unless such strong public health objectives are
articulated and widely shared.

We suggest that not only the public health system, but also many other entities
will need to play a role if we are to be successful. Health care organizations, both
public and private, need to be held accountable for promotion of good health
and disease prevention, not just for treatment of the illnesses. Communities
need to be accountable for bringing public health agencies together with other
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sectors in a number of contexts to develop a shared sense of what can be done
collaboratively to promote health and to address shortcomings in our physical
infrastructure and community preparedness efforts that are increasing risks.
The government and the finance communities need to be brought together to
pursue new financing strategies for infrastructure investment and community
development, including efforts that directly address the social determinants of
poor health in communities.

“Big data” needs to be harnessed to support public health and disease prevention
efforts. Public health translational research is needed to move discoveries from
fundamental bench science and social science to the development and testing of
community and population-level interventions. Such research is unlikely to be
funded unless a trust fund is created and a government entity is made account-
able for ensuring that it is done.

This paper has focused on opportunities to advance the health of the nation
through a lens that considers whole communities and focuses on public health
or population health approaches to creating or enhancing physical and economic
environments for promoting health and preventing diseases. The approaches
and opportunities discussed here complement those identified in other Vital
Directions discussion papers. In particular, public health approaches can engender
transformative changes in the systems and entrenched institutional policies
and practices that lower our overall standard of living and perpetuate systemic
social disadvantages for some demographic groups; and they can address the
“social determinants” of health and achieve health equity (Adler et al., 2016);
improve options for healthy eating and physical activity (Dietz et al., 2016);
and foster good physical and mental health and well-being throughout the
life course. It is essential to recognize the connections among these papers
to find strategies that are compatible and mutually reinforcing. For example,
many communities that have poor access to services have the highest burden
of mental health and substance-abuse problems (Knickman et al., 2016).

The United States has great opportunities to advance the health and well-being
of communities and populations at large and to make progress both in saving
lives and in reducing the cost of health care. We have identified a number of
approaches for moving forward; at the core of all of them is the need to mar-
shal and align forces across sectors and communities toward disease prevention.
Achieving the highest possible level of health in communities and populations
requires a rebalancing of our overall investment in ways that enhance disease
prevention and wellness strategies throughout the lifespan and builds the strength
and resilience of communities.
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SUMMARY RECOMMENDATIONS FOR
VITAL DIRECTIONS

1. Support strong national public health objectives with leadership
and investments.

2. Promote efforts by health care organizations and systems in advanc-
ing community and total population health.

3. Address social and environmental determinants of health in
communities.

4. Translate evidence to action.
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As health care spending has risen, employers have tried to alleviate the pressure
on premiums and wages by increasing patients’ cost sharing at the point of
service. Since 2010, deductibles have increased by 67 percent and premiums by
24 percent compared with only a 10 percent increase in earnings (Long et al.,
2016). Moreover, the Medicare benefit package is incomplete. Most Medicare
beneficiaries purchase supplemental coverage, but rising health care premiums
and policy changes, such as lower payment to Medicare Advantage plans, may
create financial barriers for Medicare beneficiaries. The growth in cost sharing
has led to concerns about an increase in underinsurance (when insured people
must pay a large share of their income at the point of service to access care). In
2014, 23 percent of adults were underinsured compared with 13 percent in 2005
(Collins et al., 2015).

The projected increase in health care spending and associated increases in pre-
mium contributions and cost sharing create concerns about the ability of house-
holds to afford coverage or care. The form of higher spending at the household
level also matters. Higher premiums make it harder for people to afford coverage,
but benefit design strategies to reduce premiums (such as higher deductibles,
coinsurance, and copays) increase risk, causing some unlucky households to face
very high out-of-pocket spending.

Publicly financed efforts to mitigate households’ financial burden of premiums
and out-of-pocket spending must be weighed against the efficiency losses associ-
ated with increased taxes. It is crucial to ask how much health care we can afford
to finance with tax revenue, whether directly or through tax exclusions (Glied,
1997). Ultimately, addressing concerns about affordability requires addressing
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the underlying issue of health care spending growth. Doing that requires some
combination of supply-side interventions (such as payment reform) and demand-
side interventions (including policies that affect premium contributions or cost
sharing at the point of service).

This chapter discusses the theory and evidence related to demand-side strate-
gies. It focuses on innovative private and public cost-sharing strategies, barriers
to progress, and policy options.

CONCEPTUAL ISSUES

Health insurance, which mitigates risk by lowering prices at the point of service,
can distort incentives for efficient consumption of care, creating what is com-
monly known as moral hazard. The inefficiency may take the form of overuse
(for example, use of services that receive a D rating from the US Preventive
Services Task Force—*there is moderate or high certainty that the service
has no net benefit or that the harms outweigh the benefits”) or poor shopping
(failure to purchase care from low-price, high-quality providers). The lack of
effective shopping probably contributes to provider prices well above marginal
cost (optimal prices in most economic models are equal to marginal cost) or
even inefficient investment in innovation because high prices may direct invest-
ment toward excessively priced services. Cost sharing at the point of service can
mitigate those distortions.

However, cost sharing at the point of service also often induces poor deci-
sion making. For example, in a high-deductible health plan, in which there is
an incentive to shop, most beneficiaries do not shop well (Brot-Goldberg et al.,
2015; Sinaiko et al., 2016). Moreover, the RAND Health Insurance Experiment
found that, although higher cost sharing was associated with lower spending,
patients reduced use of appropriate and inappropriate services in about the same
proportions (Siu et al., 1986). Other evidence suggests that higher cost sharing
reduces use of high-value preventive services for chronic disease (Goldman et al.,
2007). To the extent that higher cost sharing reduces use of high-value preven-
tive or chronic care services, whatever savings result may be fully or partially
offset by increased use of services related to disease exacerbations (Chandra et al.,
2010; Goldman et al., 2007). High cost sharing may not have large deleterious
effects on health on the average in the general population, but low-income and
very sick populations are probably particularly vulnerable.

Higher out-of-pocket costs at the point of service also increase the risk faced
by households (Jacobs and Claxton, 2008). With high cost sharing, households
that include sicker members will face higher total costs. Many households,
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particularly low-income households, may not have the savings available to pay
the bills; higher cost-sharing can exacerbate problems with bad debt (Daly,
2013) and even lead to bankruptcy. Pooling risk (through premiums or taxes)
can help to reduce spending by those who have expensive chronic conditions
or who suffer unexpected expensive health events.

Although this chapter focuses on cost sharing at the point of service, evi-
dence also suggests that consumers do not make optimal choices among plans.
For example, Abaluck and Gruber (2011) suggest that if seniors had made bet-
ter choices in Medicare Part D, their welfare may have risen by 27 percent. A
recent study showed that when an employer changed plan offerings in such a
way that one plan was clearly inferior to one of the others, almost one-third of
employees nonetheless enrolled in the inferior plan, many of them for the first
time (as active enrollees) (Sinaiko and Hirth, 2011). Similarly, some patients on
the exchange may unnecessarily pay higher premiums for gold or platinum when
cost-sharing reductions would probably render the lower-premium silver plan
just as generous (Sprung, 2015). Thus, although having consumers face the full
incremental premium (the amount of the premium above the least expensive
alternative) will encourage shopping for lower-premium plans and thus create
competition among insurers to provide affordable, high-quality benefit packages,
marketplace design must also recognize imperfection in choices.

Despite flaws in decision making (which occur in all markets), reliance on
out-of-pocket payments in allocating resources is probably needed to maintain a
consumer-centric system. Therefore, it is important to assess the consequences of
greater risk and poor decision making and to determine how to improve choice
(which will never be perfect).

Even if premiums and cost sharing are set at the economically efficient level
(equal to marginal or incremental cost), they will generate socioeconomic
disparities. Willingness to pay, the key determinant of consumer decisions,
reflects ability to pay. Free markets lead to income-related disparities in access.
Because health care market participants of high and low socioeconomic status
are connected through shared-risk pools and provider networks, income-
related disparities may have consequences that extend beyond the disadvan-
taged population.

EXISTING OPPORTUNITIES FOR PROGRESS

Efforts have been under way to develop more sophisticated tools and benefit
designs that can replace the traditional blunt cost-sharing structures. Specifically,
value-based insurance design (VBID) focuses on encouraging efficient use of
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services (with less emphasis on the provider or product chosen). Reference pric-
ing and tiered-network products focus on encouraging more efficient choice of
provider (with less emphasis on the value of the service).

Value-Based Insurance Design

In traditional benefit packages, out-of-pocket costs do not reflect the expected
clinical benefit or value of care. VBID plans attempt to promote efficiency by align-
ing patients’ out-of-pocket costs with the value of services. Specifically, VBID calls
for higher cost sharing for low-value services and lower cost sharing for high-value
services. VBID plans are designed with “clinical nuance” in mind, in recognition
that clinical services difter in associated clinical benefit and that the clinical benefit
of a specific service depends on who receives it (and where and when).

Implementation of clinically nuanced cost sharing has been driven by private
payers and was included in Section 2713 of the Patient Protection and Affordable
Care Act (ACA), which eliminates patient cost sharing for primary preventive
services (for specified populations) as selected by the US Preventive Services
Task Force, the Centers for Disease Control and Prevention, and other agencies.

Early adopters of VBID reduced cost sharing primarily for medications con-
sidered important for controlling chronic conditions. One plan that lowered cost
sharing reduced nonadherence to medication by about 10 percentage points over
a year (Chernew et al., 2008). The available evidence suggests that reductions in
cost sharing moderately increase the use of targeted high-value services. However,
achieving greater cost savings may require raising copays more aggressively for
low-value services. A benefit change in the Mayo Clinic health plan that increased
cost sharing for targeted overused or “preference-sensitive” services—such as
diagnostic imaging, outpatient procedures, and laboratory tests—reduced their
use (Shah et al., 2011).

Reference Pricing

Health insurance with low cost-sharing and wide provider networks dampens
patients’ interest in shopping for lower-priced, high-quality providers and thus
reduces providers’ incentive to compete for patients by reducing prices. That
dynamic may explain the wide differences (often a factor of 10) in the prices
paid for services by private insurers within and among geographic markets
(Cooper et al., 2015). Reference pricing (sometimes known as reference-
based benefits or reference-based payment) targets that variation in pricing,
as distinct from variation in use. A sponsor (employer or insurer) identifies a
point along the distribution of prices within the relevant market and limits
its payment to that amount, the reference price. The insurer payment limit
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typically is set at the 60th or 80th percentile in the distribution; this ensures
that enough providers charge below the limit. Patients often can compare
prices among providers by using online transparency tools. Patients who live
in remote geographic areas without access to low-priced providers are often
exempted, as are patients whose physicians identify a clinical need to use a
high-priced provider or product.

A patient that selects a provider that charges less than or the same amount as
the reference amount obtains full insurance coverage. However, a patient that
selects a provider that charges more than the reference amount pays the difference.
Commonly, the additional payment does not count toward the patient’s deductible
or annual out-of-pocket maximum, because it is considered a network exclusion
rather than a cost share. For that reason, reference-price payments are not constrained
by the limits on annual out-of-pocket payments legislated as part of the ACA.

Research shows strong and consistent consumer responses to reference pricing.
In one example, in the 2 years after implementation of the design, consumers
increased their use of low-priced providers by 9 percent for cataract removal,
21 percent for joint replacement, 14 percent for arthroscopy, 21 percent for
colonoscopy, and 25 percent for in vitro laboratory tests compared with matched
control groups (Robinson and Brown, 2013; Robinson et al., 2015a,b,c, 2016).
No observed effects on quality have been observed.

The savings generated by reference pricing stem mostly from changes in
market shares rather than from price reductions by high-priced providers (price
competition). One exception is the observed reductions in prices charged for
orthopedic surgery by some initially high-priced hospitals that faced reference
pricing in the California public employees’ health program, which accounts for
a large share of privately insured patients in some geographic markets. In other
cases, the share of any one provider’s patients subject to reference pricing has
been far too small to induce competitive pricing strategies; this might change if
the design is adopted by a larger number of payers.

Tiered and Narrow Networks

Tiered-network plans are plans that place in-network providers into multiple
categories (tiers), such as preferred and nonpreferred providers. They require
patients to pay more out of pocket if they receive care from nonpreferred provid-
ers. They are similar to narrow-network plans, which may not tier in-network
providers but drive patients to preferred providers by dropping nonpreferred
providers from the network completely.

Tiered- and narrow-network plans are similar to reference-pricing models
in that they are designed to encourage patients to seek care from high-value
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providers, although value often reflects variation in cost more than in quality.
However, whereas reference-pricing programs focus on a small number of services,
tiered-network plans often address all (or nearly all) services of a given type. For
example, tiered physician networks generally focus on all physician visits, and
tiered hospital networks focus on all admissions (with a few exceptions, such as
admissions from the emergency room). Unlike a limited or narrow network,
which provides no coverage when an out-of-network provider is used, a tiered
network provides coverage at nonpreferred in-network providers subject to
higher cost sharing (but still well below the price of the service).

Evaluations of tiered networks generally find that they influence patient choices,
but the evidence is mixed, and effect sizes are modest. For example, one study of
incentives to direct care to hospitals that performed well on safety criteria found
effects in only one of two groups studied, and then only for medical, not surgical,
admissions (Scanlon et al., 2008). Another study of hospital tiering found that
the likelihood of admission to the preferred hospitals rose by about 7 percent
and admission to nonpreferred hospitals fell by a comparable percentage (Frank
et al., 2015). A study of physician tiering found that it did not cause patients to
switch physicians but that new patients were less likely to choose physicians in
the lower tier (Sinaiko and Rosenthal, 2014).

Tiered networks raise a number of concerns (beyond the standard concerns
related to cost sharing). They include patient reluctance to switch primary care
providers (for tiered physician programs), a patient’s physician’s lack of admit-
ting privileges at a preferred hospital, lack of patient (or referring physician)
information about the tiers and thus failure to shop, challenges in measuring
quality at a provider-specific level (particularly for individual physicians), and
the possibility that tiering will not recognize that quality varies with service.
Given those concerns, tiered-network and narrow-network plans are a work in
progress. Designers are striving to balance the benefits of better choices (and
lower spending) with added risk. Other plan features may enable better versions
of the products to be created. For example, if providers in a narrow network
work better together, the limitations on choice pose less concern.

BARRIERS TO PROGRESS

There are several barriers to more effective use of cost sharing.

Quality Measurement

Effective markets require reasonable measures of plan or provider quality.
Efforts to measure quality are extensive and continuing, but they are impeded
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by an inability to get comprehensive data on providers (because data often are
controlled by individual payers), by incomplete and imperfect measures, and by
challenges in conveying the information to consumers or patients. For example,
the Institute of Medicine convened a work group to identify core quality measures
with the intent of providing guidance on how to reduce the number of quality
measures. Boiling quality measures down to a relatively small set inevitably leaves
gaps in measurement, but expanding the set of measures creates administrative
burdens and communication challenges.

The details of what is being measured depend on the intent of measurement.
Measuring to support patient choice of provider requires provider-specific mea-
surement at a detailed level. For example, a quality measure of cancer care would
probably need to reflect cancer type reported at a physician or practice level and
adjusted for risk. That creates statistical challenges. Measures and measurement
approaches used for payment (in which case aggregation of data on different con-
ditions may be fine) may differ from those used to support clinical improvement.
Much of the current attention to quality measurement has not recognized that
measurement strategy must reflect intended use and that multiple measurement
strategies may therefore be needed. Current quality-measurement efforts often
search for a single measure set; too little attention is paid to the intent of mea-
surement or the system of data aggregation and reporting. Existing approaches
certainly help patients, but they are a long way from supporting patients’ ability
to shop on the basis of price and quality.

Transparency

The effectiveness of the aforementioned benefit-design tools in promoting
efficiency and affordability (at least for high-value services and providers) depends
on readily accessible and usable information for comparing the cost and quality
of health plans, providers, and services. Many services are shoppable, but most
patients do not shop (Newman et al., 2016).

To support transparency initiatives, private and public insurers recently have
developed and distributed tools to inform consumers about health care quality
and cost. For example, the Centers for Medicare & Medicaid Services (CMS)
continues to disseminate quality information, and most large insurers and
many private firms have created transparency tools to support choices of health
plans and providers. There is some encouraging evidence, but it is based on a
small number of clinical areas and for the very small number of patients (about
10 percent) that use the tools (Whaley et al., 2014). Broader evidence suggests a
minimal effect of transparency tools on spending, in part because so few patients
use them (Desai et al., 2016).
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One factor limiting diffusion of transparency tools is the proprietary nature
of prices (in the private sector); another is the fact that complex benefit designs
result in the dependence of price to the patient on prior claims (for example,
whether patients have met their deductible). In fact, CMS lacks enough informa-
tion on supplemental coverage to support price-transparency efforts tailored to
beneficiaries at the point of service. Moreover, cognitive problems (particularly
for Medicare beneficiaries), time sensitivity, and the complex and stressful nature of
medical care may limit the effectiveness of transparency tools in health care markets,
but certainly some shopping is feasible and may improve (Ketcham et al., 2012).

Regulatory Barriers

A number of important regulations limit the ability of sophisticated designs
to promote efficiency and affordability. These include nondiscrimination rules,
which are vital in ensuring equality and access for all but limit the ability to tie
cost sharing to clinical conditions even though the value of services varies by
condition. For example, annual eye examinations are a quality-of-care measure
for people who have diabetes mellitus but are not recommended on clinical
grounds for those who do not have the condition. Network rules can limit the
ability of insurers to create high-value networks and to shop aggressively on
behalf of consumers. Consumer and patient protections are vital, but greater
targeted flexibility, perhaps for organizations that meet quality benchmarks,
could be useful.

Attitudes and Evidence

The benefit designs discussed here are oftered by few large, self-insured
employers. Most employers focus on traditional aspects of benefit design (such
as the deductible) to increase consumer cost consciousness. It remains to be seen
whether the disadvantages of high deductibles and narrow networks will be
widely recognized and lead purchasers to pursue the admittedly more complex
alternatives discussed above.

When given a choice, most employers (when selecting insurance on behalf of
their employees) and individuals (when choosing within the ACA exchanges)
prefer designs that have lower premiums and higher cost sharing over designs
that have higher premiums and lower cost sharing. That may reflect familiarity
with the term premium (in contrast with deductible, for example, which may
be poorly understood), shortsightedness on the part of purchasers, misestima-
tion of risk, or other information imperfections. Or, it may simply reflect a
preference to bear the risks of higher cost sharing when the alternative is higher
premium contributions.
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POLICY IMPLICATIONS

Cadillac Tax

Under the current tax code, workers commonly do not pay income or Social
Security taxes on health-insurance premiums; in contrast, wages are subject to
both. That favorable treatment encourages the purchase of more comprehensive
insurance, which shields people from the costs of health care at the point of ser-
vice. The benefit is the largest for high-income workers inasmuch as they face
the highest marginal income-tax rates. The combined effect makes the current
tax treatment both inefficient and inequitable.

The ACA includes a “Cadillac tax,” which limits such favorable tax treatment
by placing a 40 percent excise tax, to be paid by the employer or other sponsor,
on high-cost employer-provided insurance. The tax was scheduled to begin in
2018, but the start date has been delayed by 2 years. Many economists would
prefer that the Cadillac tax take a different form in which any excess employer
contribution would become ordinary taxable income of the employee. The “tax
cap,” although disproportionately affecting those in areas that have high health
care costs, would make the limit clearer and shift responsibility from employers
to employees, who would be encouraged to choose plans that do not exceed
the limit. The plans would probably have higher cost sharing. The concerns
associated with imperfections in markets discussed above, as well as equity and
affordability concerns associated with higher cost sharing, may be mitigated by
more sophisticated benefit design. Moreover, such a tax cap would also be more
progressive than the Cadillac tax in that the marginal tax rate rises as income rises.

High-Deductible Health Plans with Health Savings Accounts

High-deductible health plans (HDHPs) coupled with health savings accounts
(HSAs) are among the fastest-growing plan types. People who have HSA-eligible
HDHPs are required to pay the full cost of most care until deductibles are met.
Current regulations permit a “safe harbor” that allows first-dollar coverage of
primary preventive services before satisfaction of the deductible. Services meant
to treat “an existing illness, injury, or condition” are excluded from predeductible
coverage in HSA-eligible HDHPs. Evidence shows that consumers who switch
to an HDHP reduce use of all services, including potentially valuable care and
wasteful services (Brot-Goldberg et al., 2015).

Theoretically, HDHPs could adopt a more flexible benefit design that offers
more protection for high-value services through a value-based plan structure.
A strategy that explores allowing predeductible coverage for some high-value,
clinically indicated health services on the basis of actuarial value to limit the cost
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of such additions could produce more eftective high-value health-plan designs
without fundamentally altering the original intent and spirit of the plans. That
could be particularly important for treatments for chronic diseases, which account
tor 75 percent of total US health spending.

Clinically nuanced, or “smarter,” deductibles might be a natural evolution
of HDHPs in that cost sharing might be reduced for high-value services and
providers and increased for low-value services and providers. That would require
greater efforts to measure high-value and low-value services that depend on clini-
cal condition, but as the market for HSA-eligible HDHPs grows, it is important
that they avoid creating barriers to access the services that prevent deleterious
consequences of chronic disease—services that are among the most important
for high-cost patients.

Medicare Benefit Design

The Medicare benefit package has many gaps, including gaps in coverage
for long-term care services, dental care, eyeglasses, and hearing aids (Henry J.
Kaiser Family Foundation, 2014). Unlike most private insurance plans, Medicare
does not have a limit on out-of-pocket costs. Thus, beneficiaries face potentially
catastrophic out-of-pocket costs (Cubanski et al., 2014). To avoid such costs,
many enroll in supplemental insurance plans that have additional premiums, but
these plans, sold separately, increase Medicare spending because Medicare pays
a share of the cost of induced use.

One solution would be to restructure the currently fragmented Medicare benefit
package (Parts A, B, and D) to provide comprehensive benefits to beneficiaries
with lower deductibles and a limit on out-of-pocket costs. Several variants have
been proposed, some including Medicare provision of supplemental coverage for
an added premium (Aaron and Reischauer, 2015; Davis et al., 2013; Ginsberg and
Rivlin, 2015). Because this is premium-financed, it would not have an adverse
budgetary effect. Estimates related to one such proposal predict that beneficiaries
would spend 17 percent less than what they are spending if they have traditional
Medicare with Part D and a Medigap supplemental plan (Davis et al., 2013).

VITAL DIRECTIONS

Rising health care spending has created serious challenges for purchasers in
the American health care system. Solutions will require both supply-side and
demand-side interventions if they are to improve the effectiveness and efficiency
of care to maintain affordability. The different types of strategies are not mutu-
ally exclusive but should be harmonized in recognition that neither is perfect.
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Demand-side strategies, for example, impose risk and may exacerbate socio-
economic disparities. Nevertheless, beneficiary cost sharing will probably be an
important feature of the health care system, and we should strive to ensure that
benefit designs do not create barriers to but instead encourage access to high-
value services from high-value providers.

In that spirit, we offer four vital directions:

1. Modify safe-harbor regulations for HSA-HDHP plans to permit
first-dollar coverage of high-value services. Effective management
of chronic disease is important for creating value in the health care system.
Existing rules force HSA-eligible HDHPs to create financial barriers to
chronic-disease management, which both discourages takeup of these
plans and may lead to deleterious outcomes for enrollees. Redesign of
the rules to allow more flexibility in the context of an HDHP could help
promote efficient use of care without substantially altering the average
plan generosity.

2. Standardize plans offered on the exchange to incorporate principles
of value-based insurance design. Given the relatively low actuarial
values of plans on the exchange, optimizing the designs to support value-
based insurance and shopping (without raising actuarial values) could be
important. Standardization is important to support plan choice, but the
standardized plans should promote value. Covered California has moved
in that direction by lowering copays and removing deductibles for primary
care services for most enrollees, but more progress could be made.

3. Redesign the Medicare benefit package. The Medicare benefit pack-
age has many gaps and does not have a limit on out-of-pocket costs. Over
time, supplemental coverage may become less generous and more expensive.
Redesigning the benefit package to provide comprehensive benefits with
lower deductibles and a limit on out-of-pocket costs and with financing
by added premiums could help to provide more effective risk protection
without a substantial federal budgetary effect. Beneficiaries may pay less
because they would not need to buy supplemental coverage.

4. Limit the favorable tax treatment of insurance. Favorable tax treat-
ment of insurance is regressive and discourages efficient benefit design.
Limiting the tax deductibility of coverage by implementing the Cadillac
tax or, preferably, imposing a similar alternative, such as a tax cap, would
support efforts to design efficient benefit packages. However, it must be
done in a way that uses some of the added revenue to mitigate the adverse
consequences, particularly the burden on lower-income taxpayers.
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Tradeoffs are inevitable. No policies are perfect. The ultimate test of any health-
reform proposal will be whether it improves health and addresses rising costs.
Flexibility in benefit design that allows better alignment with value is one leg
of the stool and can transform a system driven by incentives to increase volume
into a system that encourages better outcomes at an affordable cost.

SUMMARY RECOMMENDATIONS FOR
VITAL DIRECTIONS

1. Modify safe-harbor regulations for health savings account-eligible
high-deductible health plans (HSA-HDHP) to permit first-dollar
coverage of high-value services.

2. Standardize plans offered on the exchange to incorporate principles
of value-based insurance design.

3. Redesign the Medicare benefit package.

4. Limit the favorable tax treatment of insurance.
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ver the past 50—60 years, biomedical science and technology in the United
States have advanced at a remarkable pace, allowing Americans to live
longer, healthier lives. And, while we have gained tremendous benefit from
continuous medical innovation, health care delivery has simultaneously become
more complex, expensive, and, in some ways, less patient-centric (IOM, 2001).
In 2015, US health care spending grew 5.8 percent, totaling $3.2 trillion or close
to 18 percent of GDP (CMS, 2016a), and it has been estimated that upward of
30 percent of health expenditures may not contribute to health improvement
(IOM, 2013). In tandem, health indicators and outcomes in the US are lagging,
including measures of access, efficiency, equity, and quality (IOM and NRC,
2013). And, while these trends could be attributed to myriad factors, ultimately,
how we pay for care strongly influences how care is delivered (IOM, 2013).
With fee-for-service (FFS)—the longstanding, traditional payment model used
in the US—health care services are paid for individually and aggregate payment
is driven by the volume of services rendered. In an effort to rein in health care
costs, increase clinical efficiency, encourage greater coordination among provid-
ers to better meet the needs of patients, and provide value for true engagement of
patients’ and family members’ care decisions, payment reform efforts are focusing
on value-based models of care delivery. These models aim to incentivize providers
to keep their patients healthy, and to treat those with acute or chronic conditions
with cost-effective, evidence-based treatments.
Value-based payment strives to promote the best care at the lowest cost, allow-
ing patients to receive higher-value, higher quality care. Payment reform, with
the goals of shifting provider payments and incentives from volume to value, is
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a health policy issue that has bipartisan support. Consistent with these goals and
building on early, successtul payment reform models carried out in the public and
private sectors (Abrams et al., 2015), provisions contained in the Patient Protection
and Affordable Care Act of 2010 (ACA) set in motion several initiatives that
seek to reform how health care is paid for and delivered more broadly. Through
these provisions, the law uses a multipronged approach to instituting reforms,
focusing on: testing new payment and care delivery models that aim to increase
care coordination, quality, and efficiency (e.g., patient-centered medical homes
and accountable care organizations); shifting the provider reimbursement system
orientation to outcomes rather than services; and investing in methods to improve
health system efficiency, such as issuing grants to establish community health
teams to support a medical home model (Abrams et al., 2015; Davis et al., 2010).

Payment and delivery reform, alongside related legislative and regulatory changes,
has the potential to make transtormative models of health care delivery more sus-
tainable, with the promise of better outcomes, lower costs, and more support for
investment in new treatments that are truly valuable. Simultaneously, the potential
for medical innovations to improve the patient care experience, produce better
health outcomes, and reduce health cost seems greater than ever. This includes
new treatments for unmet needs, new cures, innovations in digital health, much
larger data analytics, and team-based care that is much more prevention-oriented,
convenient, and personalized. As with most transformative change, transitioning
to value-based models of care delivery and payment has been met with some chal-
lenges. While payment reforms have shown some promising results, overall impacts
on spending trends have been modest and critical obstacles remain to successful
implementation, including inadequate performance measures, regulatory barriers,
insufficient evidence on successful models, and limited knowledge of the compe-
tencies required for providers to succeed within this new paradigm. Policymakers
will need to address and mitigate these and other challenges as they chart the next
steps of payment reform. This discussion paper seeks to highlight payment reform
initiatives underway, underscore pressing challenges in need of attention, and pro-
vide recommended vital directions to advance reform and better ensure its success.

PAYMENT REFORM INITIATIVES
AND STAKEHOLDER CONTRIBUTIONS

The Center for Medicare and Medicaid Innovation’s Pilot Initiatives

Among the most significant of the payment reform provisions contained in
the ACA is the creation of the Center for Medicare and Medicaid Innovation
(CMMI or “Innovation Center”’) within the Centers for Medicare and Medicaid
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Services (CMS), which went into effect in 2011. The Innovation Center was
established to identify, develop, assess, support, and spread new payment and
delivery models that hold significant promise for lowering expenditures under
Medicare, Medicaid, and the Children’s Health Insurance Program (CHIP), while
simultaneously improving or maintaining quality of care delivered (Berenson
and Cafarella, 2012; Abrams et al., 2015). The law authorizes the Secretary of
Health and Human Services (HHS) to spread successtul CMMI-supported pay-
ment innovations, if sufficient evidence exists demonstrating reduced costs and
improved outcomes (Guterman et al., 2010). The law appropriates $10 billion to
the Innovation Center every 10 years; CMMI received the first $10 billion for
2011-2019 to execute pilot programs initiated during this time. The law identified
several priorities and existing models that CMMI ought to consider in constructing
its pilots, emphasizing reforms to promote care coordination, encourage efficient
and high-quality care, and improve patient safety. The Innovation Center orga-
nizes its innovation models into seven categories (Table 9-1). Currently, CMMI
has 33 ongoing pilot initiatives across these categories, and another 25 initiatives
under development, announced, or just getting started (CMS, 2016b).

Patient-centered medical homes (medical homes), accountable care organiza-
tions (ACOs), and bundled payments are among the most commonly cited and
discussed alternative payment models. A medical home is a model that provides
care that is comprehensive, patient-centered, coordinated and team-based, acces-
sible, high-quality, and safe (AHRQ, 2016). Medical home models rely heavily
on a primary care practice to deliver and coordinate the majority of care for
the beneficiary. An accountable care organization is a group of health care provid-
ers, such as doctors, hospitals, health plans, who voluntarily come together to
provide coordinated, high-quality care to populations of patients, and agree
to assume responsibility for the quality and costs of care provided. To encour-
age the formation of ACOs, the ACA established the Medicare Shared Savings
Program, whereby participating ACOs could keep half of the resulting savings if
they met the quality benchmarks established and kept costs below budget. ACOs
could also enter into a “two-sided risk” model—with potential shared savings
of up to 60 percent, if total savings exceed the minimum savings rate—which
would require the ACO to pay for a portion of the losses if spending were to
go beyond the established budget. While participation in the Shared Savings
Program exceeded expectations, overall performance results have been mixed
(Abrams et al., 2015). Finally, a bundled payment reimburses the provider(s) in a
single payment for all the services required to treat a specific condition or provide
a specific treatment over a defined period of time. Bundled payments incentivize
providers to come in below budget for a given care episode.
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TABLE 9-1 | CMMI Innovation Initiative Categories

INITIATIVE

Accountable
Care

DESCRIPTION

Accountable Care Organizations and similar care
models are designed to incentivize health care
providers to become accountable for a patient
population and to invest in infrastructure and
redesigned care processes that provide for
coordinated care, high quality and efficient
service delivery.

EXAMPLE PROGRAMS

Pioneer ACOs

Medicare Health Care
Quality Demonstration
Comprehensive ERSD
Care Model

Rural Community Hospital
Demonstration

Episode-Based
Payment

Under these models, health care providers are
held accountable for the cost and quality of care
beneficiaries receive during an episode of care,
which usually begins with a triggering health care
event (such as a hospitalization or chemotherapy
administration) and extends for a limited period
of time thereafter.

Bundled Payments for
Care Improvement
Models

Primary Care
Transformation

Primary care providers are a key point of contact
for patients’ health care needs. Strengthening
and increasing access to primary care is critical
to promoting health and reducing overall health
care costs. Advanced primary care practices—
also called “medical homes”—utilize a team-based
approach, while emphasizing prevention, health
information technology, care coordination, and
shared decision making among patients and
their providers.

Advanced Primary Care
Practice (medical home)
Comprehensive Primary
Care Initiative
Independence at Home
Demonstration
Multi-Payer Advanced
Primary Care Practice
Demonstration

Medicaid and Medicaid and the Children’s Health Insurance « Medicaid Innovation
CHIP Program (CHIP) are administered by the states Accelerator Program
but are jointly funded by the federal govern- + Medicaid Incentives for
ment and states. Initiatives in this category are Prevention of Chronic
administered by the participating states. Diseases
« Strong Start for Mothers
and Newborns
Dual-Eligibles The Medicare and Medicaid programs were « Financial Alignment
(Medicare- designed with distinct purposes. Individuals Initiative
Medicaid) enrolled in both Medicare and Medicaid (the - Initiative to Reduce

“dual eligibles”) account for a disproportionate
share of the programs’ expenditures. A fully
integrated, person-centered system of care
that ensures that all their needs are met could
better serve this population in a high quality,
cost effective manner.

Avoidable Hospitalization
Among Nursing Facility
Residents

New Payment,
Service
Delivery, and
Accountability
Models

Many innovations necessary to improve the
health care system will come from local com-
munities and health care leaders from across
the entire country. By partnering with these
local and regional stakeholders, CMS can help
accelerate the testing of models today that may
be the next breakthrough tomorrow.

Accountable Health
Communities Model
Health Care Innovation
Awards

Health Plan Innovation
Initiatives

State Innovation Models

Best Practices
Adoption

The Innovation Center is partnering with a broad
range of health care providers, federal agen-
cies professional societies and other experts
and stakeholders to test new models for dis-
seminating evidence-based best practices and
significantly increasing the speed of adoption.

Community-based Care
Transitions Program
Health Care Payment
Learning and Action
Network

Partnership for Patients

SOURCE: CMS, 2016.
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HHS’s Historic Shift to Alternative Payment Models

In January 2015, the Department of Health and Human Services (HHS) made
a historic announcement, setting a timeline with specific, measurable goals to
shift Medicare and the greater health care system toward reimbursing providers
through alternative payment models (APMs) (HHS, 2015). In setting its goals,
HHS adopted a framework categorizing health care payment models based on
how providers receive payment for the care they provide (CMS, 2015):

* Category 1: Fee-for-service with no link of payment to quality

* Category 2: Fee-for-service with a link of payment to quality

» Category 3: Alternative payment models built on fee-for-service architecture
* Category 4: Population-based payment

Value-based payments are considered those falling within categories 2—4.
Based on the framework, moving from category 1 to category 4 would neces-
sitate both increased accountability for quality and total cost of care, and shifting
focus toward population health management.

In 2015, HHS set the goal of tying 30 percent of traditional (fee-for-service)
Medicare payments to APMs (categories 3 and 4) by the end of 2016, and tying
50 percent of payments to APMs by the end of 2018 (CMS, 2015). HHS also
set goals of tying 85 percent of all traditional Medicare payments to quality or
value (categories 2—4) by 2016 and 90 percent by 2018 through programs such
as the Hospital Value Based Purchasing and Hospital Readmissions Reduction
Programs (Figure 9-1). In 2011, while over half of Medicare payments were linked
to quality, practically none were in alternative payment models. By March 2016,
almost a year ahead of schedule, the 2016 goals were met with 30 percent of
Medicare payments tied to alternative payment models and 85 percent tied to
quality. CMS continues to move toward meeting its 2018 goals.

To facilitate the scale and spread of these goals beyond Medicare, HHS created the
Health Care Payment Learning and Action Network (LAN) to align stakeholders
across sectors and accelerate the transition to value-based payment. Through the
LAN, HHS works with private payers, employers, consumers, providers, states
and state Medicaid programs, and other partners to adopt and expand APMs
into their programs. Consistent with the goals set for Medicare, the LAN seeks
to facilitate tying 30 percent of payments to APMs by 2016 and 50 percent by
2018 across the health care system. As part of their efforts, the LAN convened a
work group to build on HHS’ framework for categorizing and measuring APMs.
The framework developed (Figure 9-2) expands upon that originally developed
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All Medicare FFS (Categories 1-4)
I FFS Linked to Quality (Categories 2-4)
Il Alternative Payment Models (Categories 3-4)

2016 2018

All Medicare FFS All Medicare FFS

FIGURE 9-1 | HHS value-based payment targets for Medicare in 2016 and 2018.
SOURCE: CMS, 2015.

by HHS (Figure 9-3) and includes 4 primary categories and 8 subcategories. The
framework rests on 7 principles identified by the workgroup (HCPLAN, 2016):

Patients must be empowered as partners in health care transformation; changing
providers’ financial incentives is not sufficient to achieve person-centered care.
Health care spending must shift significantly toward population-based,
more person-focused payments.

Value-based incentives should ideally reach the providers that deliver care.
Payment models that do not take quality into account are not considered
APMs in the APM Framework, and do not count as progress toward pay-
ment reform.

Value-based incentives should be intense enough to motivate providers to
invest in and adopt new approaches to care delivery.

APMs will be classified according to the dominant form of payment when
more than one type of payment is used.
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7. Centers of excellence, accountable care organizations, and patient-centered

medical homes are examples of delivery systems, rather than categories, in
the APM Framework.

Alongside the efforts of the LAN, many private organizations and indus-

try consortia have set specific goals to transition to new payment models.

The Health Care Transformation Task Force is an example of an industry

consortium seeking to align and convene stakeholders across the private

and public sectors to accelerate the adoption of value-based care. The Task

Force brings together patient, payer, provider, and purchaser groups to col-

laborate and work together to make system transformation possible. Payer

and provider members in the Task Force commit to have 75 percent of their

businesses utilizing value-based payment arrangements by January 2020.

Purchaser and patient members commit to building and maintaining the

necessary demand, support, and education of their communities to achieve
this target (HCTTE, 2016).

586

Category 1

Fee for Service —
No Link to
Quality & Value

Category 2

Fee for Service —
Link to
Quality & Value

A

Foundational Payments
for Infrastructure &
Operations

B

Pay for Reporting

(o

Rewards for
Performance

D

Rewards and Penalties
for Performance

Category 3

APMs Built on
Fee-for-Service
Architecture

A

APMs with
Upside Gainsharing

B
APMs with Upside
Gainsharing/Downside
Risk

FIGURE 9-2 | Framework for Alternative Payment Models.
SOURCE: Health Care Payment Learning and Action Network, 2016.

Category 4

Population-Based
Payment

A
Condition-Specific
Population-Based
Payment

B

Comprehensive
Population-Based
Payment
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Payment Taxonomy Framework
Category 1: Category 2: Category 3: Category 4:
Fee for Service—No Fee for Service—Link Alternative Payment Population-Based
Link to Quality to Quality Models Built on Fee-for- Payment
Service Architecture
Payments are based on At least a portion of Some payment is linked Payment is not directly
z volume of services and payments vary based on fo the effective management  triggered by service
(o) not linked to quality or the quality or efficiency of a population or an delivery so volume is
E efficiency of health care delivery episode of care. Payments not linked to payment.
3 still triggered by delivery Clinicians and organizations
8 of services, but opportunities are paid and responsible for
IE' for shared savings or the care of a beneficiary for
2-sided risk a long period (e.g., >1 yr)
 Limited in Medicare * Hospital value-based ¢ Accountable care * Eligible Pioneer
fee-for-service purchasing organizations accountable care
* Majority of Medicare * Physician Value- * Medical homes organizations in years
m payments now are Based Modifier ¢ Bundled payments 3-5
= linked to quality * Readmissions/Hospital ¢ Comprehensive
ﬁ Acquired Condition primary care
< Reduction Program initiative
= ¢ Comprehensive
o ESRD
b3 * Medicare-Medicaid

Financial Alignment
Initiative Fee-For-
Service Model

FIGURE 9-3 | HHS Payment Taxonomy Framework.
SOURCE: HHS, 2015.

Employer-Led Initiatives and Innovations

Nearly half of people with health insurance in the US receive their coverage
through an employer (KFF, 2015). As the costs of health care have risen, so,
too, have the financial burdens on the employers providing coverage. While
some employers have responded by reducing or eliminating coverage, others
have increased their involvement in efforts and initiatives that seek to curb costs
and improve care quality (Schilling, 2011). Although employers have long been
involved in efforts and initiatives to improve health care quality, overall, most
payment reform efforts have not been spearheaded by employers (AcademyHealth
et al., 2013). Many small to midsize organizations often lack the needed num-
ber of employees and/or critical competencies to drive these initiatives. Larger
employers, however, with the sophistication and resources to influence change,
have been capable of driving advancement in this space, often in partnership
with providers. The payment reform experience of Boeing illustrates these trends
(Box 9-1). Boeing has worked closely with health care organizations to test and



Payment Reform for Better Value and Medical Innovation | 199

BOX 9-1
Employers Transitioning to Value-Based Care: Boeing as an Example

Boeing spends over $2.6 billion annually on health care coverage for more
than 500,000 employees, retirees, and dependents in 48 states. Operating with
the belief that employers must proactively improve the health and wellbeing of
the workforce, Boeing has worked closely with health care organizations in the
supply chain to test and expand appropriate ways to reengineer care, with pay-
ment reform as a central focus.

In a move to increase efficiency and ensure that patients get the right care at
the right place, the company has initiated programs incentivizing employees to
seek care from providers that have clear evidence of significantly better outcomes.
For example, Boeing has entered into a “Centers of Excellence” arrangement,
whereby eligible employees requiring specialized care can receive an “enhanced
benefit,” covering the cost of the procedure(s) and travel, if they visit a designated
care center. Boeing selects these centers based on high ratings in performance,
quality, safety, and reputation for excellence in care delivery. Employees also have
access to the Best Doctors database as a second opinion service. Of those who
engaged these programs, 33 percent had a change in diagnosis and 70 percent
experienced a change in treatment.

In 2007, the company rolled out a medical home pilot—the Intensive Outpatient
Care Program—structured to identify medically complex, high-risk patients
who could benefit from high-touch, well-coordinated care. The pilot’s results
demonstrated a 20 percent annual decrease in medical spending per member,
thanks primarily to reduced emergency room visits and hospital admissions. That
model is evolving into a broader Accountable Care Organization initiative, which
involves direct contracting and aligning incentives with large, integrated health
systems. The goals and contract requirements are organized to achieve the Triple
Aim—improving quality, enhancing the member experience, and lowering costs.
Industry standard quality and member satisfaction metrics will be measured for
continual improvement, and if quality and financial goals are met the program
savings will be shared with the health system. By incentivizing employees to stay
within a particular hospital system’s network, the hospital can ensure high qual-
ity standards and continuity of care, subsequently removing wasteful spending.
Boeing initiated this model at the beginning of 2015 in the Puget Sound area,
in the St. Louis and Charleston areas at the beginning of 2016, and is actively

exploring expansion to other markets.
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expand appropriate ways to reengineer care, with payment reform as a central
focus. To increase efficiency and ensure that patients get the right care at the
right place, the company has initiated programs incentivizing employees to seek
care from providers that have clear evidence of significantly better outcomes,
and has aligned with providers committed to improving quality, enhancing the
member experience, and lowering costs.

Traditionally, by participating in self~funded plans, large employers have
assumed most of the insurance risk and thus cost of care for how the system
performs, but have had very little control over how health care is delivered. In
recent years, however, employers have been “doubling down on opportunities
to impact health care quality and costs at the source—by working more closely
with high performing providers through select networks and providing better
information to help employees make higher-value health care choices” (Hoo
and Lansky, 2016). In a 2014 Aon Hewitt Health Care survey of over 1,200
medium to large employers, 65 percent of companies identified moving toward
provider payment models that strive for “cost-effective, high-quality” outcomes
as a key strategic direction going forward (Aon Hewitt, 2014). Employers are
hopeful that, as financial risk becomes shifted to providers, increased innovation
and competition will ultimately lead to overall reduced costs and better health
outcomes for beneficiaries. And, when risk is shared jointly among groups of
providers, providers will be more likely to deliver coordinated, integrated care.

As the system transitions, employers are increasingly participating in and/or
developing innovative, value-based approaches to delivering patient-centered,
lower-cost, quality health care. In fact, more and more, employers are partnering
with providers to build high-performance networks of their own through ACOs,
medical homes, and centers of excellence (Table 9-2) (Hoo and Lansky, 2016).

Insurer-Led Initiatives and Innovations

As the health care system transitions from a fee-for-service to value-based
approach, insurers are playing an important role in advancing innovative alter-
native payment models and approaches. For example, Blue Cross Blue Shield of
Massachusetts’ (BCBSMA) payment reform initiative, the Alternative Quality
Contract (AQC) has been recognized for developing new and effective part-
nerships with its members and providers. The AQC seeks to reduce costs while
improving quality and health outcomes by using both payment incentives as
well as provider support tools. The model rests on a few core elements: a global
budget structure; a significant performance incentive system; long-term contract
assurance (35 years) between BCBSMA and providers with fixed spending and
quality targets; and clinical and information support, including group-specific
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TABLE 9-2 | Select Employer-Initiated Models of Value-Based Care
EMPLOYER-INITIATED

DESCRIPTION
MODELS

Boeing’s Preferred Boeing direct-contracts with leading health care providers offering

Partnership ACO value-based health plan options to improve care quality and afford-
ability, and ensure a better patient experience. Currently available
to employees in Charleston, Puget Sound, Southern California, and
St. Louis (Boeing, 2016).

Intel Corporation’s Intel has partnered with Presbyterian Healthcare Services to cre-

Connected Care program  ate a health care model centered around a team-based approach
to health care delivery. Performance measures correspond to 5
primary goals: 1) Right care: use of evidence-based medicine to
improve population health; 2) Right time: timely access to care; 3)
Best outcome: patient satisfaction 100 percent of the time; 4) Right
price: material decrease in the cost of care; and 5) Best life: rapid
return to productivity (Devore and Cates).

Employers Centers of Companies including Lowe’s, Walmart, McKesson, JetBlue, and

Excellence Boeing use the Employers Centers of Excellence program with
bundled payments.

Primary Care Medical IBM and GE are among several companies to take on the PCMH

Home (PCMH) model. The PCMH is a team-based model emphasizing care coordina-

tion and communication to ensure patient-centered care.

reporting and analysis on spending and quality performance, as well as educational
and best-practice sharing forums (Seidman et al., 2015). The AQC has a qual-
ity measurement system that includes 64 measures (such as clinical performance
and outcomes, patient experience), each of which has a range of “performance
gates” to score and reward quality care. This performance score is not only tied
to provider payment, but also to the provider’s share of budget surplus and/or
deficit. For example, with a higher quality score, a provider will get to keep more
of the budget surplus and have to pay less of the deficit owed. Overall, the AQC
model has been shown to be effective at improving health outcomes and quality,
while reducing costs (Seidman et al., 2015; McKesson, 2016). AQC’s success
has been attributed to a combination of its robust incentives structure, as well as
commitment to transparent sharing of data and best practices with its providers.

BCBSMA’s AQC is a good case example of the ways in which payers are
advancing payment reform models and initiatives. It offers several best prac-
tices for insurers to drive and/or promote successful transformation. In 2015,
Avalere examined BCBSMA’s experience with the AQC and identified a series
of observations related to the important role payers play in advancing alternative
payment models and approaches (Seidman et al., 2015):

o Payment reform programs can significantly change provider behavior: if designed
well, models can reduce costs and enable better quality care across providers.
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» Changing behavior requires providers to have “skin in the game,” but payers need to
meet providers where they are today: effective and meaningful incentive schemes
need to be in place to realize the desired behavior.

o New payment models should hold providers accountable for the full range of patient
care costs: tull accountability promotes care coordination, efficiency, and
controlled spending.

* Providers can implement meaningful change, but need time, consistent goals, and a
similar commitment from payers to do so: provider transformation requires time,
support, and commitment from payers.

* Providers need detailed spending and quality information and clinical support to take
on risk: transparency and access to data and care redesign support from payers
are critical as providers assume more financial risk.

o Payers with significant local presence are best positioned to implement innovative payment
models: payers with greater market share are more apt to have the resources
and ability to achieve provider buy-in.

Much like the observations identified by Avalere, the Alliance of Community
Health Plans (ACHP) has identified a series of strategies, best practices, and
related case examples for ensuring the success of innovative payment and deliv-
ery models (ACHP, 2016) (Table 9-3). A few of the case examples noted are
provider-sponsored plans, which have been growing in number as physician
groups, health systems, and hospitals seek to reduce costs, improve care quality,
and better meet the needs of the communities they serve.

Engaging Patients in Delivery and Payment Reform Initiatives

Methods to most effectively engage consumers in payment reform discus-
sions are still evolving—partially due to the fact that the intricacies of payment
reform can be largely foreign to the average health care consumer. Notably, the
direct effect of alternative payment models on patients can be said to be variable
(Delbanco, 2015). In the context of pay for performance, patients may not notice
any discernable difference in their care. In ACO or medical home settings, how-
ever, there may, in fact, be a noticeable difference in the patient’s care experience
(Delbanco, 2015). In fact, research has been conducted indicating that, in these
settings, patients recognized improvements in their care coordination and were
overall more satisfied with their care (Miller, 2014). In focus group research
conducted by the Robert Wood Johnson Foundation, focus group participants
indicated that consumers (generally speaking) were not that interested in learning
about the provider reimbursement process, and were uncomfortable with the idea
that payment is linked to their health and health care (AF4Q, 2011). Participants
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TABLE 9-3 | ACHP-Identified Strategies and Case Examples for Successtul Transition

ACHP-IDENTIFIED STRATEGY

Risk. Introduce increasing levels of risk gradu-
ally, regularly assessing for provider and practice
readiness and investing in care management
capabilities.

ACHP CASE EXAMPLES

Tufts Health Plan (Watertown, MA) introduces
risk along a spectrum and individually evaluates
provider groups at each step to assess their
readiness to assume more risk. The plan does
not have a uniform timeline for progression,
instead tailoring a path for each provider group
depending on its abilities, needs and culture.

Value-focused measures. Tailor measures to
the performance improvement goals of physi-
cian practices.

Security Health Plan (Marshfield, WI) has
many payers in its market and as such uses the
same measure set as the federal government
which enables providers to more easily accept
alternative payments from a variety of plans in
the region, without placing an undue administra-
tive burden on the practice

UPMC Health Plan (Pittsburgh, PA) only has
two major payers and has an affiliated delivery
system where many of its enrollees receive care.
As such, UPMC Health Plan leaders collaborated
directly with providers to create measures that
reflect the needs of the payers, providers, and
patients, while driving value-based payment.

Improvement-focused measures. Develop
actionable performance data, to include patient
satisfaction and clinical outcomes measures, and
initiate frequent payer-provider engagement to
drive improvement and share best practices.

HealthPartners (Minneapolis, MN) produces
quarterly reports customized to each provider
practice and allowing clinicians to easily locate
areas in need of improvement.

Capital District Physicians’ Health Plan
(CDPHP) (Albany, NY) has made infrastruc-
ture investments for transformation including
creating a performance management department
and other analytic tools to support practices.

UPMC Health Plan uses the expertise of its
entire physician network (through monthly
reports with financial and quality data to quar-
terly meetings with physician group leaders) to
ensure that best practices are shared quickly

Incentives. Provide cost and quality informa-
tion at the individual clinician level and, when
possible, ensure that payment incentives go to
both practices and individuals.

Security Health Plan is working with physician
practices to ensure rewards reach individuals
who demonstrate improvement in care delivery.

SOURCE: ACHP, 2016.

indicated that consumers do want enhanced quality from the health care system,

including better primary care and coordination. Depending on the payment

reform model, patients may desire and have use for varying levels of information.

Engaging consumers and consumer advocates in advancing payment reform

innovations is important to driving progress. Involving consumers, caregivers, and
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their advocates in the process better assures that new models or approaches will
actually have the intended ettects of bettering the patient experience, improving
outcomes, safety and quality, and controlling costs. Several hospitals and health
systems, including the MCG Health System in Georgia and the Dana-Farber
Cancer Institute in Massachusetts, have made deliberate efforts to deliver care
in this way since the mid-1990s (AHA, 2005).

Today, continued efforts are underway to better engage consumers and their
advocates in the design and delivery of care to best meet their needs. The activi-
ties of several organizations are developing efforts to help consumer advocates
address health care and cost issues, such as the Healthcare Value Hub, created
by Consumers Union. And, in an effort to engage patients and their families
directly, Patient and Family Advisory Councils offer a model of engagement that
has been used in delivery and payment reform discussions. These councils serve
as an advisory resource, bringing together patients, their families, and mem-
bers of the health care team to improve the experience of the patient and their
family. The role of the council is to promote improved relationships, provide a
venue for information sharing, and facilitate communication and coordination
between patients, families, and the care team, all of which serves to actively
involve patients and their families in the care design and delivery process (IPFCC,
2002). RWJF Aligning Forces for Quality communities in Humboldt County,
California; Maine; and Oregon employed and had successes with these advisory
councils during payment reform discussions (AF4Q, 2014).

CHALLENGES AND BARRIERS TO PAYMENT REFORM

While clear progress has been made in promoting payment innovation, by the
federal and state governments, as well as stakeholder-led initiatives and innova-
tions, there remain critical challenges to successful implementation. Among these
challenges include: aligning multiple, heterogeneous payer profiles; identifying
the necessary provider competencies for success; developing robust performance
measures; navigating regulatory and legal barriers; and accessing data and evi-
dence on successtul models.

Participation and Alignment of Multiple Payers

Broad payer participation and alignment are critical for providers to commit to
the delivery of value-based care and for payment reform to be successful. Across
the country, providers (physicians, hospitals, etc.) are reimbursed by multiple
payers, ranging from the major public payers—Medicare and Medicaid—to
numerous commercial insurance companies, and also self-pay individuals.
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Individual payers use differing and sometimes multiple approaches to pay for
health care. This variation, combined with the differing strategies among payers
as they undertake transition from fee-for-service to value-based care, underlies
the substantial complexity in the marketplace. In the presence of multiple payers,
there exists an incentive for any given payer to refrain from adopting alternative
payment models, while still recouping savings required of providers working
under payment reform approaches implemented by other payers (Miller, 2014).
Further, initial provider responses to payer constraints may not necessarily yield
care delivered in a value-based way. For providers to truly transform the way
they deliver care, critical financial incentives need to be in place, and will only
be possible if a sufficient number of payers—beyond Medicare and Medicaid—
support and implement payment reform (Rajkumar et al., 2014). For payment
reform to be successful, all payers need to change their payment systems in similar
ways (IOM, 2010), such that they have common incentives, measurement, and
quality improvement goals (McGinnis and Newman, 2014).

Limited Experience and Knowledge About How to Succeed
in New Payment Models

While alternative payment models have demonstrated some promising outcomes,
early performance has been mixed overall; reductions in spending and improvements
in quality have been modest, although still meaningful (McWilliams et al., 2016).
While these early findings have highlighted an important need to improve model
design, they have also underscored an important issue, which is that many providers
(including physician practices and hospitals) do not know how to effectively engage
and succeed in alternative payment models to improve care quality and outcomes,
and reduce costs. The resource and skill challenges facing providers include: the lack
of sufficient educational programs to train the case workers, community workers and
others who will be needed in these new models; the need to resource new programs
to effectively work in different environments; and the costs of the new technolo-
gies and infrastructure needed to support this work. Identitying and supporting
competencies for providers to implement and thrive under value-based models will
be critical for the success of payment reform, and is a topic of a companion discus-
sion paper in the Vital Directions series, “Competencies and Tools to Shift Payments
from Volume to Value” by Governor Mike Leavitt and colleagues (see Chapter 10).

Inadequate Performance Measures and the Burden
of Excessive Measurement

New payment systems require robust measures of performance to better
ensure that providers are delivering high-value, quality care to their patients,
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in addition to reducing the cost of care. While measures are important sources
of accountability, measures themselves will not improve care quality (Dunlap
et al., 2009; Pronovost et al., 2016). Unless carefully developed and applied,
performance and quality measures can function as little more than a burden for
providers, particularly when they target aspects of care they cannot easily, if at
all, control. In such cases, measures can deter providers from participating in
alternative payment models (Miller, 2014). For example, when the regulations
for the Medicare Shared Savings Program were first proposed, they included
65 different quality measures, yet made no changes to the existing fee-for-
service framework in place. Unsurprisingly, the regulations received a great
deal of scrutiny, leading CMS to bring down the number of measures to 33 in
the final regulations.

Further, even in the presence and use of large numbers of performance mea-
sures, there may be aspects of care quality and/or performance that are not
being measured, such as those related to specialty care, where cost containment
and reduction efforts are anticipated to focus (Miller, 2014). Related, there are
many dimensions of “value” to patients that are difficult to measure and are not
measured at all. Equally concerning, many of the measures used by payers are
further processes of marginal relevance to outcomes, and sometimes with even
perverse implications for value and costs.

Nonetheless, reliable and valid measurement is fundamental to the imple-
mentation of value-based payment models, and CMS has been working to
shift its quality measurement from mostly process measures to mostly outcome
measures, while reducing the total number of measures in its programs and
models. Looking ahead, building more meaningtul outcomes measures will
require access to more robust and comparable patient-reported data and infor-
mation. Building this capability will require a significant investment, but the
anticipated return that would result from better outcome measures producing
better, more efficient care would seemingly justify the initial investment (Miller,
2014). Further work must be done to ensure that collection and reporting of
these measures can be integrated seamlessly into provider workflow, and not
pose an excessive burden.

Regulatory and Legal Hurdles

Additional barriers to payment reform are imposed by certain existing regula-
tions designed for a fee-for-service system (AHA, 2016), (e.g., regulations offering
cash incentives under fee-for-service models). Further, a number of laws and
regulations impair eftforts to create the care coordination and collaboration that
is being encouraged through federal payment reforms, including:



Payment Reform for Better Value and Medical Innovation | 207

* The Patient Referral Law, more often called the Stark Law, which has grown
beyond its original intent to prevent physicians from referring their patients
to a medical facility in which they have an ownership interest, to limit prac-
tically any financial relationship between hospitals and physicians. The law’s
strict requirements mandate that compensation be set in advance and paid on
the basis of hours worked. Consequently, health care providers are concerned
that payments tied to quality and care improvement could violate this law.

* The Civil Monetary Penalty Law (CMP) is a vestige of concerns raised
in the 1980s that Medicare patients might not receive the same level of ser-
vices as other patients after the inpatient hospital prospective payment system
bundled multiple services under a single Diagnosis Related Group (DRG).
While health reform is about encouraging the use of best practices and clinical
protocols, using incentives to reward physicians for following best practices
and protocols can be penalized under the CMP law.

» Antikickback laws, which originally sought to protect patients and federal
health programs from fraud and abuse by making it a felony to knowingly
and willfully pay anything of value to influence the referral of federal health
program business. Today’s expanded interpretation includes any financial
relationship between hospitals and doctors, which has the potential to dis-
courage clinical integration.

* Internal Revenue Service (IRS) Rules prevent a tax-exempt institution’s
assets from being used to benefit any private individual, including physicians.
This complicates clinical coordination arrangements between not-for-profit
hospitals and private clinicians.

Certain Medicare regulations also may impose limitations on what provider
organizations can do to streamline, integrate, and reform care delivery. For example:

* A small system consisting of three or four hospitals in reasonable proximity
to each other is not allowed to centralize the oversight of the nursing staft,
which would promote use of uniform protocols, the sharing of statfing to
meet patient surges, or a unified approach to oversight and education of nurses.

* Conditions of Participation—conditions established by CMS that must be met
by organizations to participate in Medicare and Medicaid programs—have
been interpreted to mean that a hospital serving a rural community cannot
rent clinical space to visiting specialists a few days a month so local patients
can more conveniently and routinely see the specialist treating their particular
condition. As a result, patients may have to travel great distances for their
specialist visits. This restriction on specialty “rental” in hospitals is, in part, a
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result of CMS concerns that such rentals will encourage specialists to reclassify
themselves as outpatient providers and significantly increase their payment
rates. Clarification and resolution of these issues is important.

* Medicare payment rules meant to limit patients sent to specific postacute
care settings as a way of controlling Medicare costs under fee-for-service
may prevent certain patients from obtaining services in the most appropriate
and efficient settings.

CMS has relaxed some of these requirements in more advanced payment reform
models, such as its “Next Generation” ACO model and its other programs that
enable ACOs to accept “downside” risk. But the right balance is not yet clear
between restrictions to limit volume and intensity in payment models that par-
tially shift to value-based payments, but retain a fee-for-service infrastructure.

Finally, some state laws also impose barriers to integrated care arrangements,
including laws that: prohibit the employment of physicians (corporate practice
of medicine laws); govern the scope of practice of health professionals; govern
the use of telemedicine and other distance services; and govern those deemed
to be insurers based on the amount of risk they take on for patient services.
Requirements for insurers to have adequate capitalization and to comply with
insurance regulations while reflecting the need for financial protection for those
covered by the entity may not be good fits for provider-based arrangements.

Limited Evidence on Successful Payment Models

Payment reform requires developing better evidence on the payment reforms
themselves. The Centers for Medicare and Medicaid innovation, and many states,
employers, and health plans, are testing a growing number of payment reform
models; but, in many cases, evaluations are not performed at all and the evalua-
tions that are performed could be done more effectively. Overall, the evidence is
accumulating and diffusing slowly, given the volume of payment reform activity
underway. In particular, there is still limited evidence on determinants of suc-
cesses for Medicare ACOs and the Medicare Shared Savings Program (MSSP)
(McClellan et al., 2015). Overall, the early financial performance of MSSP ACOs
has been found to be highly variable (across ACOs and geographically)—with
some ACOs generating major shared savings, and others more marginal shared
savings. Early findings also indicate that large ACOs do not have an advantage
over smaller ACOs in terms of financial performance, and that there appears to
be no meaningful association between initial financial performance and overall
quality (McClellan et al., 2015). In fact, a relatively small share of ACOs dem-
onstrated both favorable cost and quality trends.
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More data about ACO features, activities, and performance need to be
developed and shared, so that best practices and determinants of success can
be identified and implemented (Bodaken et al., 2016). Linking more detailed
CMS data on ACO features and performance would facilitate the process of
identifying what organizations can do to improve performance and better ensure
success. Ultimately, getting more ACOs to commit to two-sided risk models
and undertake more extensive payment reforms will require the identification
of evidence-based determinants of success, as well as clear demonstrations and
pathways to succeed under these models.

SAFEGUARDING AGAINST UNINTENDED
CONSEQUENCES

Consolidation and Market Power

As payment reform and the adoption of value-based models of care delivery
has proceeded, so has a trend toward provider integration and consolidation.
Under emerging models, providers are more accountable for the cost and quality
of care provided to predefined patient populations. This, combined with addi-
tional quality reporting requirements and penalties for hospital readmissions and
hospital-acquired conditions, has contributed to provider integration, as they try
to better manage care and mitigate costs across the continuum (AHA, 2014).

Provider integration can be clinical or financial, horizontal or vertical, and can
exist at the level of nonbinding agreements on through to the level of complete
mergers (AHA, 2014; Vaida and Wess, 2015). On the whole, integration aims
to benefit and improve care quality, cost, and access. Integration can improve
efficiency and quality through greater care coordination and increased com-
munication and information-sharing among providers. In this way, integration
can reduce unnecessary or duplicative tests and procedures, and other forms of
wasteful spending, while ensuring patients receive the right treatment at the right
time. To the same effect, integration can reduce the burden of administrative
costs, make greater use of resources, such as specialists, and improve the breadth
of care available. It can also improve the patient experience by providing more
comprehensive care and streamlined access.

Alongside the benefits, there is some concern that provider consolidation can,
in some circumstances, lead to higher prices and spending, since larger, con-
solidated organizations have greater market power, and thus more negotiating
power, over prices with private insurance companies (McClellan et al., 2016).
In addition to higher prices and outpatient spending, some studies indicate that
increasing rates of hospital-provider integration have not always resulted in more
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efficient, quality care or better outcomes for patients (Gaynor and Town, 2012;
Neprash et al., 2015).

With the recent Medicare Access and CHIP Reauthorization Act (MACRA), it
1s possible that providers may be more apt to integrate. Originally passed in April
2016, MACR A replaces the old, sustainable, growth-rate formula for physician
payment with a new model to move providers away from fee-for-service toward
value-based payment. MACR A presents two payment pathways for providers
(collectively called “the Quality Payment Program”): the Merit-Based Incentive
Payment System (MIPS), which adjusts fee-for-service payments according to a
composite measure of quality and value, and advanced APMs, which transition
from fee-for-service payment. MIPS is a consolidation of Medicare’s existing
quality reporting programs intended to reduce possible financial penalties incurred
by providers and increase the likelihood that providers will attain bonus payments.
Components of MIPS include quality activities, clinical improvement activities,
advancing care information performance, and cost/resource use. MIPS has been
described as MACR A’s “base program,” which all providers must participate
in (or get an exemption from), or face a payment cut (Wynne, 2016). Those
providers participating in Advanced APMs (the second pathway) are exempt
from MIPS and are eligible for 5 percent bonus payments beginning in 2019.
For APMs to be considered “advanced,” they must bear more than a nominal
financial risk for the costs of care provided (McClellan et al., 2016).

Few existing Medicare APMs meet the criteria for “advanced” status. As
such, under MACR A as originally proposed, there was the potential that many
small and midsize practices would be met with increased administrative burdens
resulting from additional reporting requirements, and would be incapable of
bearing the financial risk required to qualify for bonus payments. In such cases,
smaller practices could be inclined to merge with larger practices or health
systems. Acknowledging these concerns, in its final rule, CMS took steps to
support smaller practices implementing alternative payment models. Notably,
CMS increased the minimum threshold requirements for participation in MIPS
($30,000 in Medicare claims or at least 100 Medicare patients per year), and has
allowed for the creation of “virtual groups,” whereby up to 10 clinicians can
band together to report as one group. CMS also agreed to provide $100 million
in technical assistance to smaller practices participating in MIPS over the next
5 years, and instituted lower reporting thresholds than those originally proposed.

Stifling Valuable Health Care Innovation and Treatment

Some have expressed concern that value-based payment schemes and risk-
based reimbursement models might stifle valuable health care innovation and
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treatment by putting increasing pressure on manufacturers to provide unrealistic
evidentiary support demonstrating the cost-effectiveness of their products within
constrained time-frames. As bundled payment approaches evolve, it will be
important to ensure the payment environment does not discourage investments
in new devices or medications that potentially have enormous benefit to patients
and potentially reduce lifetime care costs. Innovative drugs and devices, and new,
potentially curative treatments like regenerative medicine and gene therapies,
may avert downstream costs of medical complications. But, those downstream
cost savings may not be realized until years later. They may not fit into the usual
proximal timeframe for payment models.

In the case of pharmaceuticals, discussions of value may take place at the time
of the launch but typically do not account for the benefit of the drug over its
lifecycle. For example, HIV drugs are estimated to have generated a societal
benefit exceeding $750 billion (NBER, 2015). Similarly, from 1987 to 2008,
consumers are estimated to have captured $947.4 billion (76 percent) of the total
societal value of the survival gains from statins (Grabowski et al., 2015).

Biomedical innovations often represent valuable breakthroughs for patients in
terms of longer and better lives. Their development often involves significant
time, cost, and uncertainty. Estimates of the average present-value cost of bring-
ing a new drug to market have increased from $1 billion in 2000 to, by some
estimates, as much as $2.6 billion in 2015 (DiMasi et al., 2016). If there is no clear
path for per-capita or per-episode payments to reflect the value of breakthrough
technologies, then pharmaceutical companies and device manufacturers will be
reluctant to make the necessary investments.

These issues are especially notable for the emerging “curative,” one-time
treatments. Despite recent progress in payment reforms for health care providers,
current payment models for most drugs are based on payment for units (e.g., pills
and vials) and do not consider that a patient could be cured after a single treat-
ment. Payers are coming to recognize that the binary concept of experimental
vs. medically necessary is based on a simplified view of evidence and uncertainty,
and that more nuanced policy mechanisms are necessary to align with the con-
tinuous health technology assessment and reimbursement as a one-off snapshot,
to seeing them as ongoing processes aiming at providing greater certainty about
value for money as evidence accumulates (Henshall and Schuller, 2013).

The prospects for prevention-oriented, long-term interventions such as gene
therapies underscore the fact that biomedical science appears to be advancing
more rapidly than the payment and regulatory infrastructure required to deliver
it. While some promising payment reforms are being piloted and implemented,
the US health care system remains centered on the delivery of traditional chronic
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treatments whose payments are focused on units and whose value is realized in
the near-term. Current coverage policies and payment mechanisms are not well
designed to support early interventions that can blunt the onset of a chronic dis-
ease, and do not capture the potential benefits over an extended period of time.
New analytic tools are needed to assess the benefits of potential one-time curative
therapies whose value proposition, delivery, and payment do not align well with
conventional payment models. The emerging possibility of gene therapy could
serve as a valuable pilot project to aid in the design and implementation of new,
managed, product innovation and use agreements that seek to align the interests
of payers, providers, policymakers, and biopharmaceutical companies with those
of patients who need access to transformative therapies. This is consistent with
the coverage-with-evidence-development concept proposed a decade ago, but
not yet widely implemented.

In addition, there is a need for the patient voice to be a larger part of the
conversation on medical innovation and access to new therapies. While there
are efforts to better involve patients in the regulatory process, more can and
should be done to ensure patient input is utilized. For example, the FDA’s
recent guidance document (FDA, 2015) and work through the Medical Device
Innovation Consortium (MDIC, 2015), which seeks to create a framework and
catalog of patient preference measurement tools, ought to help regulators and
medical terminology sponsors better incorporate patients’ perspectives into the
approval process.

VITAL DIRECTIONS

To enable payment reform to fulfill its promise of promoting high-value, patient-
centric care, four vital directions are identified for policymakers’ consideration.

1. Align the implementation of payment reform to encourage pro-
vider efforts to improve quality and value. The federal government
should increase support for existing collaborations, such as the Health
Care Payment Learning Action Network and the Core Quality Measures
Consortium, which are helping to reduce burden on providers, who are
trying to navigate many different benchmarks, measures, risk adjustment
methods, reporting requirements, and even payment models. Assistance is
also needed with identifying and implementing patient-reported measures,
particularly for those patients with serious or complex illnesses. To improve
performance, providers need timely access to claims data from payers, as
well as key clinical information from other institutions—preferably in
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standard ways that facilitate action. More robust data should be matched
by more tools and resources to help clinicians share best practices and learn
from successes and failures; care transformation will necessitate ongoing
investment in analytics, new skill sets, personnel, and new models of care.
Further, laws and regulations originally designed for a fee-for-service sys-
tem (e.g., the Patient Referral (Stark) Law, Civil Monetary Penalty Laws,
anti-kickback laws) need to be reformed. These regulations pose barriers
to the advancement of payment reform approaches, patient engagement, as
well as many care coordination and transformation efforts.

Address and incorporate costly but potentially lifesaving technolo-
gies. Neither traditional fee-for-service payments for costly technologies,
nor alternative payment models that do not account for high-cost but high-
value innovation, provide a clear path for high-value biomedical innovation.
However, some payment models both within and outside the United States
have begun to align drug and device payments directly with accountability
for improved outcomes or reduced spending for a population of patients.
Rather than viewing payment reforms for biomedical technologies and for
health care providers as distinct, CMS and private payers could encourage
developers of alternative payment models to engage on ways to maximize the
value brought by new technologies. For example, this could include model
frameworks and regulatory clarifications for sharing data related to the ben-
efits and risks of new technologies for particular patients, or for incorporat-
ing drug and device shared accountability in ACOs and bundled payments.
Ensure that payment reform does not exacerbate adverse consolida-
tion and market power. While some large organizations have achieved
better outcomes and lower costs through integrated care, many organiza-
tions including small primary-care practices and specialty groups have
improved care without consolidation (McWilliams et al., 2016). Reflecting
the risks of market power, larger organizations that have consolidated with
the stated goal of improving outcomes and lowering costs should report
on whether they are achieving these results. Better and more comparable
quality and cost measures are needed to help payers, purchasers, and patients
recognize and support better care—measures that use not only claims data
but also clinical and patient data to better reflect the results that matter for
patients, particularly those with serious illnesses. Larger organizations in
particular have the capacity to produce such measures. Advanced payment
models with proportionally smaller financial risks should be developed for
smaller provider organizations—like ACOs led by primary care physicians
and specialty providers who focus on specialized types of episodes of care.
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4. Conduct more timely and efficient evaluations of what is working.
CMS evaluates Medicare payment reform pilots, and other evaluations have
been reported (Mechanic, 2016). But, those evaluations often occur on a
costly one-off basis, using data that have to be generated outside of care
delivery, and hundreds of payment reforms are being implemented in public
and private health care programs across the country without substantial
evaluation. Common data models and research networks now develop data
and use validated methods to evaluate medical technologies and medical
practices more quickly. These approaches could provide models for lower-
cost, faster learning about the right directions and steps in payment reform.

The era of payment reform has introduced transformative models of health
care delivery focused on producing better outcomes, lower costs, and greater
investment in new and innovative treatments that are truly valuable. Despite the
challenges that remain, by shifting payments to reward the value rather than the
volume of health care services, the US health care system is making important
strides toward making care more atfordable, efficient, and person-centric. Of
course, successful execution of payment reform will require related, comple-
mentary reforms including: redesigning medical education to include a greater
focus on value and patient-focused team care; training more health workers to
support value-based, person-centric care; as well as changes in benefit design for
patients and consumers. Combined with these advances, through payment reform
and high-value innovation, the nation can achieve better care, smarter spending,
and healthier people.

SUMMARY RECOMMENDATIONS FOR
VITAL DIRECTIONS

1. Align the implementation of payment reform to encourage provider
efforts to improve quality and value.
Address and incorporate costly but potentially lifesaving technologies.

3. Ensure that payment reform does not exacerbate adverse consolida-
tion and market power.

4. Conduct more timely and efficient evaluations of what is working.
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Health reform remains at the forefront of US policy debates because of
continued growth in public and private health care spending alongside
increasing capabilities of medical care—as well as persistent evidence of inef-
ficiencies and substantial variance in use, cost, and quality (NASEM, 2016).
Bipartisan support has emerged for moving away from fee-for-service (FFS)
payment because of its failure to support many innovative approaches to care
delivery and its administrative burdens on clinicians and patients.

Alternative payment models have proliferated in federal, state, and commercial
initiatives, including the Medicare and CHIP Reauthorization Act (MACR A) of
2015 (US Congress, 2015), with the hope of aligning financial support with higher-
value care. The Health Care Payment Learning and Action Network has described
a variety of payment reforms (Health Care Payment Learning and Action Network,
2016) and accompanying delivery models that represent a shift away from FES, such
as accountable care organizations (ACOs), fixed bundled payments for episodes of
care, and primary care medical homes with shared savings. It is a reflection of the
expansion of such alternative payment models (APMs) that, as of January 2016, 847
ACOs collectively provide coverage to over 28.3 million Americans (Figure 10-1)
(Muhlestein and McClellan, 2016). With similar models not only proliferating in
traditional Medicare but in Medicare Advantage plans, Medicaid programs, and
commercial and employer plans, most Americans probably will be affected by one
or more of those payment models in the near or not too distant future.
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Despite the promise and enthusiasm, early results have been mixed. Some
ACOs have demonstrated notable improvements in care quality with financial
success, but most participants in Medicare’s major APMs have not yet realized
large savings (Dale et al., 2016; McWilliams et al., 2016). Early APM results
suggest that improving quality does not generally lead to better financial per-
formance. Consequently, there has been enormous interest in improving the
design of APMs and the data available to support health care organizations in
APMs.

Value-based payment policies will continue to evolve as evidence on their
eftectiveness accumulates, but even with further policy refinements, the “how” of
improving care, reducing costs, and thus succeeding under new financing models
is not well understood. Some assume that if the payment model is “right,” the
proper and corresponding care models will emerge naturally. But, many organi-
zations do not have a good understanding of where to start or how to proceed in
the transformation process, and many of the tools and approaches are of uncertain
value. Pressure is rising to delay MACR A and other payment reforms, especially
for smaller health care organizations and those serving vulnerable populations,
because providers are not ready. From the standpoint of achieving the goals of
higher-value care, policies to support care-delivery transformation are as critical

as effective payment reforms.
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FIGURE 10-1 | ACO growth overall trajectory.
SOURCE: Halfon et al., 2014a.
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CHALLENGES TO AND PROGRESS TOWARD DEFINING AND
SUPPORTING COMPETENCIES FOR VALUE-BASED HEALTH CARE

US health care organizations have well-developed capabilities for FFS payment
systems: scheduling, coding, billing, electronic data transmission, reporting, and
other competencies to support the conduct and payment of covered services. In
contrast, proficiencies in preventing disease and optimally managing the health
of a population at the lowest possible cost have not yet been widely identified or
applied, and most organizations are unsure about how and how much to invest
in new capabilities.

TABLE 10-1 | Examples of Learning Collaboratives

COLLABORATIVE

DESCRIPTION

Learning and Action
Network (LAN)

Department of Health and Human Services-supported program to sup-
port adoption of alternative payment models, with a focus on sharing
information and evidence related to new payment models

Health Care
Transformation Task
Force (HCTTF)

Industry consortium aligning public and private sector toward care
transformation with widespread adoption of new payment models and
focus on identifying some key capabilities (such as management of
high-risk patients) and making consensus recommendations on Centers
for Medicare & Medicaid Services policies related to payment reform

National Academy of
Medicine (NAM)

Expert-driven organization with a variety of activities related to review-
ing and disseminating evidence, as well as expert opinion, on increasing
value in health care through health care delivery and payment reform

Premier PACT
Population Health
Management
Collaborative

Health care performance improvement alliance of Premier health sys-
tems to share data, experiences, and tools to support care transformation

California Association
of Physician Groups
(CAPG)

Group representing physician-led organizations practicing in capitated,
coordinated care that has developed a variety of reports, tools, con-
ferences, and other resources to help organizations to succeed under
risk-based contracts

Toward Accountable
Care Consortium (TAC)

Provider-based organization in North Carolina devoted to sharing les-
sons about ACO development

Network for
Regional Healthcare
Improvement (NRHI)

National organization of regional health-improvement collaboratives
(RHICs) with a mission to transform health care delivery by support-
ing the implementation of new care models and information sharing
supported by payment reform at the regional level

Accountable Care
Learning Collaborative
(ACLO)

Collaboration of health care stakeholders that seeks to advance
accountable care by identifying needed competencies and linking
organizations with resources to enable them to succeed in payment
and delivery reform
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Collaboratives, such as the Accountable Care Learning Collaborative (ACLC)
and others illustrated in Table 10-1, focus on addressing those key issues, cost
implications, and barriers to advancing accountable care. The collective goal
for many groups is to help health care providers to develop needed compe-
tencies for care-delivery reform and to support providers in succeeding in
value-based payment models. Many organizations are undertaking similar
efforts on their own, but the unique benefit of collaboratives is the aggregation
of both public and private evidence and expert opinion on how to improve
care. Collaboratives can create a uniform set of best practices and strategies
for success. For accountable care to progress, the collective knowledge con-
cerning value-based care competencies needs to be aggregated, evaluated,
and broadly disseminated.

Like many of the other groups in Table 10-1, the ACLC has drawn from
the experiences of public and private collaborative efforts to develop a widely
applicable framework describing the competencies that risk-bearing entities
must develop to succeed in accountable care (ACLC Competencies, 2016).
The ACLC’s strategic goal is to help organizations to identify their current
competency gaps and then to link them to relevant resources for developing
those competencies.

The creation of the ACLC competency framework involved a process of
preliminary identification of major competency areas, the commissioning of
a set of collaborative workgroups to conduct an evidence and resource review
in each area, an iterative consensus process in each workgroup to identify key
capabilities and best practices, and a high-level review to refine the overall
structure of the identified competencies. The competencies could form the basis
of a capability-assessment tool for providers to use in determining their readi-
ness to take on value-based payments and the basis of a resource set for linking
providers to tools, resources, and supporting organizations that can help them
to develop needed competencies.

The ACLC has identified seven primary competency domains, as shown in
Table 10-2. Each competency domain can be expanded into a more complete
set of capabilities, as illustrated in Figure 10-2. The framework illustrates the
magnitude of the challenges facing health care organizations; it is not surprising
that few have succeeded (Health Leaders Media, 2016). The framework provides
a foundation for health care organizations to use in identifying the key tasks
ahead of them and in taking some practical and feasible steps that are likely to
succeed in enabling them to move forward.
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TABLE 10-2 | ACLC Competency Domains and Scope of Competency

DOMAIN

SCOPE OF COMPETENCY

Governance and culture

Leadership and policy development; provider accountability; board
representation for clinicians, community, and patients; decision-making
processes aligned with value-based objectives

Financial readiness

Ability to assess longitudinal patient resource use; evidence-based mech-
anisms for management of financial and performance risk; established
provider networks; mechanisms to distribute shared savings payments

Health information
technology

Capacity to assess and implement products, platforms, and processes
for accessing and using health care data; reliable and timely acquisition
of key actionable data for longitudinal patient management; analytics
to predict intervention impact

Patient risk assessment

Ability to assess patient needs for chronic-condition management
and navigating the health system and to target strategies and specific
resources to patients by using a validated risk- and impact-assessment
tool

Care coordination

Longitudinal-care team with well-defined roles and responsibilities that
foster continuity of care; mechanisms for access to well-targeted and
community-based social services; reliable, straightforward sharing of
encounters, test results, and other key information across care team

Quality

Capacity to assess and implement high-impact interventions to make
care safer, more effective, patient-centered, timely, efficient, and
equitable; provider and staff training; quality-improvement initiatives
that are evidence-driven with impact measurement and adjustment

Patient-centeredness

Capacity to help people to maintain or return to health, supported
by patient-driven, health-measurement capacity; incorporation of
patient perspective into governance, care-system design, and individual
interaction; capturing the individual patient’s values, preferences, and
expressed needs in care plans

Health IT

Patient-
Centeredness

Governance

Utilize data from
mobile devices for risk
assessment

Care
Coordination Platform
for Patient

Assessment

Identify diagnoses that
drive spending for risk
Risk assessment
Assessment
Data

Patient Risk

& Culture

Financial
Readiness

Quality

Assessment
Implement-
ation & Data
Processing

Reporting

Keep risk assessment
data sources and infor-
mation updated

Develop a process to
use clinical notes for
risk assessment

FIGURE 10-2 | Competency domains and their complete set of capabilities.
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The goal of the competency framework is to help organizations to understand
the totality of activities that they need to undertake and, more important, where
to start and how to take initial steps that are needed to succeed. That point is
illustrated by the following list of the five essential competencies enumerated
within the integration strategies and partnerships category in the Quality domain:

1. Develop a process of effective collaboration with value-focused partners
throughout the health care spectrum.

2. Ensure that patients, families, providers, and care-team members are involved
in quality-improvement activities.

3. Capture and report data relevant to cost, processes of care and care delivery,
medical and health outcomes, and service outcomes in an integrated and
standard manner.

4. Build a team of operations experts and clinical, continuous, quality-
improvement experts to guide the work of improvement teams from within
the organization.

5. Participate in a formal quality collaborative with other health care organiza-
tions and strategic partners that necessitates sharing of data and knowledge.

For health care organizations seeking to move to value-based care, the specific
competencies provide the genesis for leveraging partnerships and care integration
to maximize the quality of care provided for a given population.

Figure 10-3 represents the competency journey map that provides context for
how providers move from identifying gaps in their understanding of the com-
petencies needed for value-based care through the stages of development that

lead to mature capabilities.

Identify Plan for Operational High
Competencies Improvement P Performing

Competency stages of development

FIGURE 10-3 | Competency provider journey map.

ACCELERATING THE DEVELOPMENT OF HEALTH
CARE CAPABILITIES TO SUCCEED IN VALUE-BASED
PAYMENT MODELS

Even with resources like those being developed in the ACLC and other collab-
oratives, delivery reform is challenging. Policy support is needed to refine this
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type of competency framework by improving the evidence underlying it and
encouraging organizations to draw on the resources.

Given governments’ role as major purchasers of health care, federal and state
payment policies have been a primary policy focus, as evidenced by Department
of Health and Human Services (HHS) Secretary Sylvia Burwell’s 2015 announce-
ment to shift 80 percent of care into value-based purchasing models by 2018
and related initiatives, such as the Health Care Payment Learning and Action
Network. However, despite the need for payment reform, without organizations
that are able to function well with new payment models, progress both in pay-
ment and in delivery of higher-value health care will be slow and cumbersome.

Public policy needs to put comparable effort into identitying what works and
what does not work in delivering care in value-based payment models and into
supporting health care providers and the organizations working with them to
develop the capabilities that they need to succeed. Government does not have
the capacity or expertise to dictate what works, but it can facilitate networks to
find and spread solutions more quickly.

There is also a need for policymakers to support the development of a clear-
inghouse to link health care providers to resources that can help them to develop
needed competencies. The collaborative efforts would have the goal of assisting
federal and state policymakers to identify and adopt lessons learned from data and
experience in the varied collaborations about how policies can support effective
delivery reform better.

VITAL DIRECTIONS

Policymakers should match support for improving the design and evaluation of
payment-reform models with commensurate support for health care providers
to develop the competencies needed to succeed. We highlight four vital direc-
tions below.

1. Support public—private “precompetitive’ collaborations to acceler-
ate the development of alternative payment model competencies,
measures, and benchmarks. We encourage federal and state govern-
ments to support and participate in privately led collaborations to accelerate
delivery reform. Collaborations aiming to provide tools and resources to
accelerate the development of APM competencies include such initiatives
as Premier’s Population Health Management Collaborative, the Health
Care Transformation Task Force, the ACLC, and the National Academy of
Medicine’s Leadership Consortium on Value and Science-Driven Health.
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The Centers for Medicare & Medicaid Services (CMS) and HHS should
participate actively, and the federal government should provide financial
support for using the initiatives to develop better publicly available resources
for providers. For example, CMS “learning networks” for particular
Medicare payment reforms should be conducted in closer collaboration
with private-sector efforts in similar payment reforms with specific goals
for improved resources for providers. High priority should be attached
to better tools for different types of providers to assess gaps and to track
and evaluate progress in APM capabilities through the development,
refinement, and wider use of measures of key care-delivery competencies.
Publicly supporting collaborations could help to facilitate the identification
of competencies and value-based terminology, articulate ways to measure
organizational performance, and direct the dissemination of the findings.
Develop evidence on the effects of improved competencies on
the performance of health care organizations. Collaboration in
competency assessment and development should be based on a stronger
foundation of empirical evidence. Organizations that apply the same
competency framework can more easily benchmark themselves against
other, similarly situated organizations, and the framework can enable more
valid analyses of whether proprietary tools and approaches are helping to
improve capabilities. This work will also support research studies on how
organizational capabilities translate into improvements in quality and cost,
which will provide needed evidence to guide further payment reforms and
competency-development work. The federal government should support
research on the impact of improved competencies on organizational quality
and cost performance. The improving evidence base will lead to a better
understanding of which competencies are needed for success and the best
ways to develop them.

Align federal payments for health-profession education with value-
based health care competencies. Federal payments for health-profession
education with value-based health care competencies will help more medi-
cal schools and other health care professional education programs to make
needed changes to reflect the new kinds of skills that health professionals
need to succeed in a system focused on value (Scheibal, 2016). Some have
already begun to change. The University of Wisconsin School of Medicine
and Public Health, for example, changed its name and curriculum in 2005
to emphasize the need to treat the whole patient rather than just a patient’s
physical condition (Jablow, 2015). New medical schools, including Dell
Medical School of the University of Texas at Austin and the recently
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announced Kaiser Medical School, are implementing fundamentally dif-
ferent approaches to clinical education that are much better aligned with
accountability for population health. Continuing-medical-education activi-
ties are also increasingly focusing on new care competencies. Despite those
eftorts, however, federal educational support is only slightly aligned with
the emerging national priorities in care delivery.

4. Implement rewards for data-exchange capacities to support com-
petency development and evaluation. Health information technology
(HIT) is the backbone of success in patient-centered delivery reforms that
improve quality and lower cost. In building on the interoperability roadmap
developed by the Office of the National Coordinator for Health Information
Technology (DeSalvo, 2015), it is important for CMS to focus payment
policies for HIT more directly on “use case”demonstrated competen-
cies in data exchange and to reduce administrative burdens and barriers
to data exchange caused by some interpretations of current privacy rules.

CONCLUSION

American health care needs to be reformed to bend the cost curve and to deliver
better, less expensive care to patients, which is increasingly possible. Sharing
solutions and collaborating on effective methods for reform throughout the
industry not only can reduce disruptions in patient care but also will encourage
greater competition and collaboration on value in health care.

Federal and state leaders have an opportunity to support those changes by
complementing payment reform with provider support in care-delivery trans-
formation. Given the complex infrastructure needs and competencies neces-
sary for successful delivery reform, without support many providers may fail
to evolve successfully, and this would slow progress. Government can mitigate
failures and increase successes by advocating for and participating in industry
collaborations and by adopting the resulting knowledge in regard to value-based
care competency measurement and benchmarking, shared competency evidence
development, value-based health care education reform, and increasing access
to data available through HIT.

The collective state of and spending on American health care has created a
small window for the private and public sectors to coalesce around the adoption
of value-based care. The transformation away from FFS payments will not be
without its challenges, but by incorporating the above recommendations related
to greater competency development by providers, policymakers can make
important contributions to the sustainability of value-based payment reforms.
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SUMMARY RECOMMENDATIONS FOR
VITAL DIRECTIONS

1. Support public—private “precompetitive” collaborations to develop
alternative payment model (APM) competencies, measures, and
benchmarks.

2. Develop evidence on the impact of improved competencies on the
performance of health care organizations.

3. Align federal payments for health professional education with value-
based health care competencies.

4. Implement rewards for data exchange capacities to support com-
petency development and evaluation.
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he increasingly complex health care needs of the US population require a

new vision and a new paradigm for the organization, financing, and delivery
of health care services. Some 5 percent of adults (12 million people) have three
or more chronic conditions and a functional limitation that makes it hard for
them to perform basic daily tasks, such as feeding themselves or talking on the
phone (Hayes et al., 2016). This group, “high-need, high-cost” (HNHC) people,
makes up our nation’s sickest and most complex patient population. HNHC
adults are a heterogeneous population that consists of adults who are under 65
years old and disabled, those who have advanced illnesses, the frail elderly, and
people who have multiple chronic conditions.

Those complex patients account for about half the nation’s health care spending
(Cohen and Yu, 2012). HNHC patients are often people who, despite receiving
substantial health care services, have critical health needs that are unmet. That
population will often receive ineffective care, such as unnecessary hospitalizations.
By giving high priority to the care of HNHC patients, we can target our resources
where they are likely to yield the greatest value—Dbetter outcomes at lower cost.

We have an unprecedented opportunity to increase value of health care by
rethinking our approaches to serving HNHC patients. The Patient Protection
and Affordable Care Act (ACA) offers an array of incentives and tools for pilot-
testing and refining alternative delivery and payment models, and many states
and private payers have been experimenting with new approaches. Health systems
have responded by developing new approaches to health care delivery and greater
public health outreach. The shift toward value-based, population-oriented care
encourages the multiple providers (in and outside the health care system) involved
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in a patient’s care to collaborate to provide appropriate, high-quality care and
achieve better patient outcomes. Now we need to disseminate information about
successful programs, modify payment and financing systems, create a health care
system that is conducive to the spread and scale of promising innovations, and
eliminate remaining barriers that have impeded the adoption of effective approaches
to caring for the nation’s most clinically and socially disadvantaged patients.
This chapter explores key issues, spending implications, and existing barriers to
meeting the needs of HNHC patients. We suggest policy options for a new federal
administration to improve complex care management, care coordination, and
integration of services for that population. Given that the number of patients living
with multiple chronic illnesses is likely to grow, finding ways to improve outcomes
for this population while avoiding unnecessary or even harmful use of health care
services should have high priority for the new president and new administration.

OVERVIEW OF HIGH-NEED, HIGH-COST PATIENTS

HNHC patients are people who have clinically complex medical and social needs,
often with functional limitations and behavioral-health conditions, and who
incur high health care spending or are likely to in the near future. The people
in that population have varied medical, behavioral-health, and social-service
needs and service-use patterns. A recent analysis of the nationally representative
2009-2011 Medical Expenditure Panel Survey by Gerard Anderson, of Johns
Hopkins University, showed that 94 percent of people whose annual total health
care expenditures were in the top 10 percent of spending for all adults had three
or more chronic conditions (Hayes et al., 2016). Some 34 percent of the total
adult population, more than 79 million people, have 3 or more chronic conditions
without any functional limitation, and their average annual health care spending
($7,526) 1is 55 percent higher than that of the total adult population ($4,845).
The additional burden of a functional impairment in the presence of multiple
chronic conditions—that is, a long-term limitation in performing activities of daily
living, such as bathing and eating, or instrumental activities of daily living, such
as using the telephone or managing money without assistance—can substantially
increase health care spending and use and the likelihood of receiving poor-quality
care. Average annual health care expenditures are nearly three times as high for
adults who have chronic conditions and functional impairments as for adults who
have only chronic conditions ($21,021 vs $7,577) (Hayes et al., 2016) (Figure 11-1).
People who had multiple chronic conditions and functional limitations were more
than twice as likely to visit the emergency department and three times as likely
to experience an inpatient hospital stay as adults who had only multiple chronic



Tailoring Complex-Care Management, Coordination, and Integration | 235

conditions. They also were less able to remain in the workforce, so their annual
incomes were much lower and they had greater difficulty in paying for medical
services. They shouldered a greater cost burden with higher out-of-pocket costs
($1,169) than the US average ($702) (Hayes et al., 2016). Thus, functional impair-
ments, both physical and cognitive, are important considerations when one is trying
to identify and understand sick and frail patients whose health care is expensive.

The challenges facing HNHC patients extend beyond medical care into other
related areas in which the relationship with their underlying illnesses can be
complex. These patients often have substantial social needs and behavioral-health
concerns. Serious illnesses can lead to job losses, substantial economic hardships,
and difficulties in navigating the health care system, including being unable to
get to appointments. Inadequate social services—such as a lack of stable housing,
a reliable food source, or basic transportation—can exacerbate health outcomes
and increase health spending (Taylor et al., 2015). Similarly, adults who have
behavioral-health conditions frequently experience fragmented care with no
single coordinating provider, and this can result in higher spending and poorer
outcomes (Druss and Walker, 2011). And, people who are experiencing serious
illness and approaching the end of life, primarily older people, often receive
care that is unwanted, contrary to their preferences for care, and of highest cost
(Brownlee and Berman, 2016). Addressing any one part of these complex rela-
tionships in isolation (e.g., just the medical issues, just the social factors, or just
the mental health problems) is probably inadequate. It is critical to take a holistic
approach in which programs are tailored to address the whole array of issues
for HNHC patients. Health-system leaders, payers, and providers will need to
look beyond the regular slate of medical services to coordinate, integrate, and
eftectively manage care for behavioral-health conditions and social-service needs
for functional impairments to improve outcomes and lower spending.

Il Average annual out-of-pocket spending
Average annual health care expenditures

$7,526
$702 $1,157 $1,669

e — —— ——
1

2 3
Total adult population Three or more chronic diseases Three or more chronic diseases
231.7 million no functional limitations with functional limitations
79.0 million 11.6 million

Note: instituti i civilian ion age 18 and older.
Data: 2009-2011 Medical Expenditure Panel Survey (MEPS). Analysis by C.A. Salzberg, Johns Hopkins University.

FIGURE 11-1 | Adults with high needs have higher health care spending and out-of-pocket costs.
SOURCE: Hayes et al., 2016
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POPULATION SEGMENTATION:
A CRITICAL FIRST STEP TO MATCH INTERVENTIONS
TO PATIENTS NEEDS

HNHC patients make up a diverse population, including people who have major
complex chronic conditions in multiple organ systems, the nonelderly disabled,
frail elders, and children who have complex special health care needs. The het-
erogeneity of the population speaks to the implausibility of finding one delivery
model or one program that meets the needs of all HNHC patients. Instead, pay-
ers and health systems may need to divide these patients into groups that have
common needs so that specific, complex, care-management interventions can be
targeted to the people who are most likely to benefit. Research by Ashish Jha,
of the Harvard School of Public Health, is under way to derive a manageable
number of groups among high-cost Medicare beneficiaries empirically on the
basis of an analysis of multiple years of Medicare claims data.

Value-based delivery systems require a shift away from the disease-specific
medical model, in which each clinician operates in his or her own specialty, to
one that 1s more integrative and accepts multimorbidity and multidisciplinary care
as the norm. In most health systems, care coordination occurs sequentially, and
this may be adequate for uncomplicated cases. However, complex cases require
seamless coordination with the spectrum of providers, patients, and caregivers
reviewing and sharing information concurrently to inform and modify treat-
ment plans simultaneously (Thompson, 2003). Many HNHC patients may move
between groups and settings as their needs change, so flexibility and adaptability
are essential for any intervention.

Denver Health, an integrated health system and the largest safety-net provider
in Colorado, stratifies all patients according to risk by using a combination of
risk-prediction software, medication data, functional status, and clinical indica-
tors to identify patients who may need the help of nurse care managers, patient
navigators, or clinical pharmacists (Hughes et al., 2004). The highest-risk
patients are divided into nine segments, for example, people who have cata-
strophic conditions that include long-term dependence on medical technology
(such as dialysis machines or respirators) and patients whose conditions require
continuing care (such as AIDS or heart-transplantation patients). Low-risk
patients may receive text messages with reminders about appointments, but
higher-need patients receive comprehensive follow-up care after appointments
and substantial social- and behavioral-health support (Johnson et al., 2015). For
the highest-risk patients, Denver Health funded three high-intensity clinics
with small patient panels, such as adults who have significant mental health
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diagnoses and recent multiple readmissions. Segmentation is not without its
practical challenges. First, it is expensive to develop. Denver Health received
a $19.8 million grant from the Center for Medicare & Medicaid Innovation
(CMMI) in 2012 to support its risk-prediction development process. Second,
there is an inherent tension between integration and specialization of services
when patients are divided into groups, which could lead to increased fragmen-
tation of care. More analysis is needed to assess the implications of segmenta-
tion and identify the best ways to ensure coordinated, patient-centered, and
continuous care.

WHAT WORKS? LESSONS FROM THE LITERATURE ON
PROMISING MODELS FOR THE HIGH-NEED, HIGH-
COST POPULATION

Improvement in the HNHC population has proved difficult to achieve in many
instances; however, the evidence shows that a number of care-management
models targeting HNHC patients have had favorable results in quality of care
and quality of life and mixed results in their ability to reduce unnecessary hos-
pital use or reduce costs of care (Boult et al., 2009; Brown et al., 2012; Hong
et al., 2014b; Nelson, 2012). A 2015 review of the literature by Johns Hopkins
University researchers identified 13 rigorous studies that reported health care use
and spending outcomes for patients who had multiple chronic conditions. Of the
13, 12 reported a significant reduction in hospital use or cost; however, only 2
of the 12 showed significantly favorable results in all three domains of the triple
aim: quality of care, patient experience, and use or cost of care (Bleich et al.,
2015). There are important issues regarding the sustainability of these models.
For example, only half the programs identified were still operating when they
were contacted by Johns Hopkins researchers in 2015. To illustrate the variety
of interventions that target HNHC patients and have been shown to work, Table
11-1 presents four examples of successful models. The four were selected because
they have generated evidence of improved care, better patient experience, and
lower use or cost of care and they show the variety of care settings in which such
models can operate, including a primary care practice, the community setting,
and a patient’s home.

An examination of the care-management models that had favorable outcomes
reveals their common features. Common attributes include closely targeting
patients who are most likely to benefit from the intervention, comprehensive
assessment of patients’ risks and needs, specially trained care managers who
facilitate coordination and communication between patient and care team, and
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effective interdisciplinary teamwork (Anderson et al., 2015; McCarthy et al.,
2015). An important feature of innovative models is the ability to manage patients
in multiple settings because patients are at high risk of moving from primary
care to hospital to postacute care site or nursing home. An analysis by Avalere
in 2014 showed substantial return on investment in programs that actively man-
aged Medicare patients’ transitions between hospital, skilled nursing facility, and
home (Rodriguez et al., 2014).

TABLE 11-1 | Examples of Successful Care-Management Models for HNHC Adults

CARE PROGRAM/ TARGET
SETTING SPONSOR POPULATION KEY COMPONENTS RESULTS
Primary Care Age 65 years Specially trained care  Controlled study compar-
care Management  and older managers in primary  ing patients receiving
practice Plus, Oregon  with multiple care clinics perform care management in
Health and comorbidities, person-centered seven intervention clinics
Science diabetes, frailty, assessmentand work  with similar patients in six
University dementia, with families and pro-  control practices within
depression,and  viders, using a spe- Intermountain Healthcare
other mental- cialized information- ~ found decreased hospital-
health needs; technology system to ization rates after 2 years
entry by refer-  formulate and imple-  for intervention (Dorr et
ral from pri- ment a care plan to al., 2007) patients and
mary care pro-  ensure continuity and about 20 percent reduc-
vider; model has  provide coachingand tionin mortality among
been adapted self-care education all Care Management
to serve non- to patients and fami-  Plus patients with reduc-
elderly patients  lies (Bodenheimer tion most pronounced in
who have com-  and Berry-Millett, patients who had diabetes
plex needs. 2009). (Dorr et al., 2008).
Home Independence Medicare ben- Primary care practices  Enrollees had fewer
at Home eficiaries who provide home-based hospital readmissions
(Kinosian et have multiple primary care to tar- within 30 days; had fol-
al., 2016) chronic condi- geted chronically ill lowup contact with their

tions and need
assistance with
two or more
long-term
functional limi-
tations (such as
walking and
eating).

beneficiaries for a
three-year period,
making in-home visits
tailored to an individual
patient’s needs and
coordinating care.
CMS will track the ben-
eficiary’s care experi-
ence through quality
measures; practices
that succeed in meet-
ing these quality mea-
sures while generating
Medicare savings will
have an opportunity

to receive incentive
payments after meet-
ing a minimum savings
requirement.

provider within 48 hours
of a hospital admission,
hospital discharge, or
emergency-department
visit; had their medica-
tions identified by their
provider within 48 hours
of discharge from the
hospital; had their prefer-
ences documented by
their provider; and used
inpatient hospital and
emergency-department
services less for such
conditions as diabetes,
high blood pressure,
asthma, pneumonia, and
urinary tract infection.
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CARE PROGRAM/ TARGET
SETTING SPONSOR POPULATION KEY COMPONENTS RESULTS
Community- Program Age 55 years Each PACE site PACE enrollees experi-
based of All- and older provides compre-  enced fewer hospitaliza-
Inclusive with insur- hensive preven- tions but more nursing-
Care for ance through tive, primary, home admissions, better
the Elderly Medicare or acute, and long- quality of some aspects of
(PACE) Medicaid, term care and care (such as pain manage-
with chronic social services— ment), and lower mortality
conditions including adult day  than comparison groups
and functional care, meals, and (Ghosh et al., 2014); PACE
or cognitive transportation—to  appeared cost-neutral with
impairments, allow patients to respect to Medicare and
and livinginthe liveindependently = may have increased costs
servicearea of  inthe community; for Medicaid although
a local PACE an interdisciplin- more research is needed
organization; ary team meets to reflect current payment
patients must regularly to design  arrangements (Ghosh et al.,
be certified individualized care  2014); a later study found
by Medicaid plans; clinical staff ~ that PACE may be more
as eligible for are employed or effective than home- and
nursing-home contracted by community-based waiver
level of care the local PACE programs in reducing long-
and be able to organization, term nursing-home use
live safely at which is paid on a (Segelman et al., 2015);
home with help  per-capita basis higher self-rated PACE
from PACE. and not on the team performance and
basis of volume of  other program character-
services provided istics were associated with
(Beauchamp et al., better enrollee functional
2008). health outcomes (Mukamel
etal.,, 2006, 2007.
Transitional ~ Naylor Hospitalized, high-  Multidisciplinary Randomized controlled trial
care Transitional risk older adults provider team led found the following 1 year
Care with chroniccon- by advanced-prac- after discharge:
Model ditions. tice nursesengages <36 percent fewer re-

in comprehensive
discharge planning,
including 3-month
postdischarge fol-
lowups with fre-
quent home visits
and telephone calls;
program involves
patients and fam-
ily members in
identifying goals
and building self-
management skills.

admissions.

+ 38 percent reduction in
total costs.

« Short-term improvements
in overall quality of life and
patient satisfaction (Naylor
et al.,, 2004).
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CHALLENGES TO SPREAD AND SCALE

Despite evidence from a number of models that show spending reductions and
increased efficiency, several barriers limit the widespread adoption of these programs.
The most prominent obstacle is the misalignment of financial incentives. Few pro-
grams like accountable care organizations (ACOs) have implemented value-based
physician compensation to align with value-based payment; capital and reorganiza-
tion costs are often borne by the providers, but the savings accrue to the ACO or
payer. The financial incentives do not always accrue to the program that undertakes
the investment; for example, Medicare typically makes the investment necessary
to keep HNHC patients out of nursing homes or long-term care facilities, but the
savings accrue to Medicaid and thus are shared by federal and state governments.
Among nonfinancial barriers, professional uncertainty, and lack of training and
skill to take on new roles can impede the successful adoption of care management
and the necessary accompanying culture change. Training in care coordination, for
example, is a necessary addition to the academic curriculum. A lack of interoper-
ability for electronic health record systems precludes integration and coordination
throughout the care continuum. Finally, lack of rigorous evidence from multisite
interventions—in both the public and private sectors—can make it difficult to
determine the generalizability and sustainability of different models or program
features in multiple contexts. A shared evaluation framework or common set of
outcome measures could help to accelerate testing in both the private and public
sectors, which is an important strategy for building a robust evidence base.

VITAL DIRECTIONS

The aging of the population, the shift toward value-based payment, the growth
of alternative delivery systems, and the growth of managed care (both Medicare
Advantage and Medicaid managed care) are prompting providers and payers
to focus their attention on HNHC patients. In anticipation of the new federal
administration, we outline a variety of promising policy options that could
improve complex care management for people who are at risk of poor outcomes
and unnecessary use of health care and high expenditures for it.

Promote Value-Based Payment

A critical strategy to improve care for HNHC patients 1s to continue to expand
the prevalence and improve the effectiveness of value-based payment for risk-
bearing organizations, such as ACOs, Medicare Advantage (MA) plans, and
risk-based Medicaid managed-care plans. As mentioned above, HNHC patients



Tailoring Complex-Care Management, Coordination, and Integration | 241

are the heaviest users of services, and in a fee-for-service environment, there
is little incentive for providers to collaborate to help patients who have clini-
cally and socially complex needs. Furthermore, with fee-for-service payment,
health systems or hospitals that are developing innovative approaches to help to
keep patients healthy or avoid hospitalizations face substantial financial losses.
In contrast, capitated payments to a group of providers, such as an ACO or MA
plan, give providers an incentive to focus on quality of care and efficiency of
services for their patient populations without being preoccupied with generat-
ing volume to increase revenue. In 2015, Department of Health and Human
Services Secretary Sylvia Mathews Burwell announced the goal of ensuring that
90 percent of Medicare payments be value based by 2018 (Burwell, 2015), and a
new administration should continue that policy direction because it could have
considerable favorable implications for HNHC patients.

Improve the Design and Implementation of Value-Based Payment

Despite the promise of value-based payment, much evaluation and fine-
tuning of new payment approaches are needed to improve its implementa-
tion and in particular to understand the implications for patients who have
clinically and socially complex needs. However, on the basis of experience
with value-based payment thus far, a number of needs for improvement have
already emerged. First, there needs to be greater alignment between value-
based payments to risk-bearing organizations and value-based payments to
individual providers that are part of those organizations. A recent study found
that most ACOs and risk-based plans continue to pay their individual clini-
cians on a fee-for-service basis, and this makes it difficult to translate the
ethos of value-based payment to practicing clinicians (Bailit et al., 2015). If
the individual providers or practice sites do not feel the shift toward account-
ability, population health, and value, the diffusion of promising practices or
models of care will be slow. Medicare and Medicaid could work more closely
with private provider organizations to achieve greater symmetry between
organizational and provider payment approaches. It will also be crucial to
make sure that the new incentives do not place such undue financial pressure
on providers that they compromise care.

Second, value-based payments to providers must account for the different
risks that HNHC patients bring to their care and appropriately pay the entities
that accept the risks. Most risk-adjustment systems have not done an adequate
job of that. Without appropriate risk adjustment, providers face natural pressure
either to skimp on care for the sickest patients and the ones who have the most
complex conditions or to avoid them entirely. Recently, concern has grown that
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current risk-adjustment formulas used by the federal authorities do not account
adequately for patients’ physical, behavioral, and social service needs, which
are factors that substantially affect the health of the nation’s sickest and poorest
patients and the ones who have the most complex conditions (Barnett et al.,
2015). Adapting risk-adjustment methods to capture the scope of those patients’
risk more accurately will be critical for effective implementation of value-based
payment policies.

A third concern is the misalignment between investment and savings. The
savings from many complex care management programs often benefit another
payer, party, or system even if the group bearing the actual costs is part of a
risk-sharing organization. For example, most providers in an ACO, Medicaid
managed care plan, or Medicare Advantage network are expected to cover the
upfront costs (such as staft training and adjustments of information technology)
associated with the program, but savings accrue to the ACO or the plan (Hong
et al., 2014a). Even if the savings are shared with the clinician, experience sug-
gests that it can take 3 years for the programs to produce savings, and this lag
might discourage providers from investing in the first place. Supplemental pay-
ments to providers to support transformational and capital expenditures could
help to defray the cost and speed adoption. Alternatively, a partial capitated fee
(such as a per-member, per-month supplement) to the site that offers the care
management program could cover part of the investment during the transition
to value-based compensation.

The discrepancy between payment and savings has serious consequences for
patients who are dually eligible for Medicare and Medicaid. In particular, the
incentives for managing transitions from a facility to home are not well aligned.
Care-coordination or care-transition programs that help to keep this population
at home or in the community are often paid for by Medicare. However, the sav-
ings, which probably result from a reduction in long-term nursing-home days,
accrue to Medicaid. An arrangement would have to be negotiated to figure out
how Medicare and Medicaid could share in the savings that result from keeping
dually eligible people at home or in community settings.

Increase Flexibility of Accountable Providers to Pay for Nonmedical Services

Another issue is the scope of covered clinical and social services. Unaddressed
personal and social needs can increase health care use and costs. Conversely,
home meal delivery, which is a low-cost and simple intervention, can reduce
hospitalizations and delay nursing-home admissions and thus reduce health care
expenditures. In traditional Medicare, the critical component of care-management
programs that is often associated with savings—the care coordinator (a social
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worker or care manager)—is not a covered service. Medicare Advantage does
cover a few supplemental services, but the scope and duration are inadequate and
disease specific. There is more extensive coverage of supplemental, nonmedical
services for Medicaid beneficiaries than for Medicare beneficiaries, but a num-
ber of highly effective, low-cost, nonmedical health interventions are excluded.
Examples include housing support and reimbursement for community health
workers, who provide peer support in chronic-disease self~management and in
navigating the system. However, we should be careful not to “medicalize” social
services so that everything becomes health care and becomes subject to its rules.
Other countries spend considerably more on social services; this allows them to
spend less on medical care and can improve outcomes (Bradley and Taylor, 2013).

Provide Intensive Technical Assistance to Providers Regarding Care
for High-Need, High-Cost Patients

Once value-based payment incentives are in place to encourage providers to
improve care for HNHC patients, health system leaders and clinicians will need
technical assistance to design and implement eftective programs. Fortunately,
the literature provides some guidance. Substantial evidence shows that successful
programs effectively target patients who will benefit from interventions. In light
of the heterogeneity of the population, public and private insurers may need to
adapt benefits, payments, and care models to specific needs of beneficiary groups.
Segmenting the high-need population into groups and then targeting the most
at-risk patients within the groups will facilitate more successful implementation.
Segmentation can also allow for greater person-centered care by eliciting and
tailoring care to patients’ preferences (Berman, 2012). For Medicare or dually
enrolled beneficiaries, functional impairment is an important program eligibil-
ity factor to consider because such limitations correlate highly with increases
in use, cost, and fragmented care. In the Medicaid context, patients who have
substance-abuse disorders or severe and persistent mental health issues substan-
tially increase spending; this suggests potential eligibility for this group of the
Medicaid population (Boyd, et. al., 2010).

Give High Priority to Health Information Exchange

The most promising care-management models depend on health information
technology for efficient screening and identification of patients for inclusion.
Information technology is crucial for enabling patients, caregivers, and providers
in different settings and sectors to share critical behavioral, social, and medical
information about patients to improve management of their care. Policies to
promote interoperability and exchange of information among providers in and
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outside the health system could have important implications for the adoption
and evaluation of promising programs.

Continue Active Experimentation and Support Model Refinement and the
Spread and Scale of Evidence-Based Practices

A number of promising models have demonstrated improvements in patient
outcomes and reductions in spending, but much of the evidence base draws on
studies conducted in few locations, health care settings, or populations. Even
when promising models are successfully evaluated, generate favorable mass-media
coverage, and generally achieve widespread acclaim, they do not necessarily
develop a clear path to sustainability without continuing grant support. More
could be done to enable the US health care system to sustain, spread, and scale
innovative delivery models. If we cannot solve the related issues of sustain-
ability and scale, we are at risk of repeatedly developing and reinventing small,
innovative pilots that go nowhere. First, we need to achieve consensus on the
criteria that should be met to declare a model “evidence based” or successtul.
As a first step toward that goal, the Institute of Medicine released Vital Signs:
Core Metrics for Health and Health Care Progress in April 2015; it recommended
15 common domains for assessing performance at every level of the health care
system (IOM, 2015). Next, payers and delivery-system leaders need to under-
stand how core metrics can be applied to improve care delivery and health
outcomes. The Institute for Clinical and Economic Review is developing new
analytic tools to produce independent evidence on the effective and relative
value of new technologies for families and society; these tools are designed to
encourage public discussions about priorities in health care. Similar approaches
could be used to assess effects on care-delivery models. Third, health care prac-
titioners need more support to learn how to translate the successful features
of evidence-based models. Toward this end, the ACA created the CMMI and
Patient-Centered Outcomes Research Institute (PCORI) to promote experi-
mentation to improve care for HNHC patients. The next administration and
Congress should continue support for CMMI and PCORI with directions to
test the effectiveness of care approaches for HNHC patients and should continue
to encourage private-sector engagement.

CONCLUSION

Improving care for HNHC patients is a key lever to bring national health spend-
ing to a more sustainable level and accomplish many needed changes in our
health care system. There is an opportunity for a new president and the next
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administration to build on promising models and implement policy changes to
improve outcomes for HNHC patients. Our recommendations follow.

* Promote and improve the design of value-based payment.

¢ Increase flexibility of accountable providers to pay for nonmedical services.

* Provide intensive technical assistance to providers regarding care for HNHC
patients.

* Give high priority to health information exchange.

» Continue active experimentation and support for model refinement and the
spread and scale of evidence-based practices.

The challenge before us is to apply what we know to improve the health
of Americans; this would also contribute to the nation’s economy. With the
policy opportunities outlined above, we believe that the new federal adminis-
tration could improve the health and welfare of our nation’s HNHC patients
considerably.

SUMMARY RECOMMENDATIONS FOR
VITAL DIRECTIONS

Promote and improve the design of value-based payment.

2. Increase flexibility of accountable providers to pay for nonmedical
services.

3. Provide intensive technical assistance to providers regarding care
for high-need, high-cost (HNHC) patients.
Give high priority to health information exchange.

5. Continue active experimentation and support for model refinement
and the spread and scale of evidence-based practices.
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Major achievements in scientific research have enabled a new era of health
care delivery and treatment. Understanding of the underlying mechanisms
of diseases is increasing and allowing scientists to develop new drugs, targeted
therapies, and preventive strategies. A new form of health care that is based on
data, algorithms, and precision molecular tools has become possible. Precision
medicine—an emerging approach that integrates investigation of mechanisms
of disease with prevention, treatment, and cure, resolved at the level of the
individual subject or patient—has great potential to contribute to solutions for
providing high-value health care by improving outcomes while decreasing cost.
Despite recent breakthroughs and the growing momentum behind precision
medicine, as evidenced by the launch of the US Precision Medicine Initiative
(PMI), there remain substantial challenges and barriers to its broad implementa-
tion in medical practice, including generating the needed evidentiary support
for precision medicine, addressing data-sharing and infrastructure needs, incor-
porating genomic information into clinical care and research, reconciling the
economics of precision medicine, and securing participant engagement and trust.
Policymakers will need to address those critical challenges if the full potential
of precision medicine is to be realized. Building on the input of national leaders
in precision medicine, this paper identifies and explores the challenges to and
opportunities to achieve precision medicine and offers specific recommenda-
tions to achieve its potential.

249
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OVERVIEW AND STATE OF SCIENCE

Precision medicine is a bold concept that captures and integrates the endeav-
ors and the outcomes of research, health, and health care. The ability to tailor
prevention, diagnostics, and therapeutics to individual patients is at the heart
of precision medicine. Central to that effort is the ability to assemble a fuller
understanding of a patient’s health, to share that information (securely) with
researchers who are looking for more effective health advice and therapies, and
to transition relevant findings back to patients and their providers to improve
health outcomes. The aspirations and challenges of precision medicine, as defined
and enunciated in the 2011 National Research Council report Toward Precision
Medicine: Building a Knowledge Network for Biomedical Research (NRC, 2011),
encompass—indeed reach beyond—our entire biomedical research, health, and
health care enterprise. In the precision-medicine ecosystem, physical and natu-
ral scientists and engineers virtually merge their concepts and tools, and they
engage with clinicians and social, behavioral, and population investigators to
produce and share a computational “learning system”—a knowledge network
that aggregates, integrates, accesses, and analyzes information from large patient
cohorts, healthy populations, and experimental systems and organisms—to reveal
new laboratory-testable hypotheses, to classify diseases by mechanisms, and to
provide precise prevention, diagnosis, and treatment options for each person.

Precision medicine, especially as a national or international enterprise, is an
audacious aspiration. Consider, however, the potential effects of this endeavor:
we would integrate into an iteratively developing knowledge network a working
understanding of the logic and mechanisms of biologic processes, thereby contribut-
ing continuously and in real time to evidence-based prevention of, treatment for,
and cure of chronic, infectious, and rare diseases. Deeper understanding of disease
mechanisms would cut drug-development costs by enabling smaller, faster, and more
successful clinical trials (as in the case of the approval of Herceptin for breast cancer);
reduce the use of prescriptions that are ineffective or produce adverse outcomes
(as in the case of Abacvir for HIV); and limit clinical tests that are uninformative
for individuals or groups of individuals (as is the case for diagnostic sequencing for
rare diseases). Collection and use of data on diverse populations would facilitate
and motivate democratization of public health and tailor it to individuals. All those
elements working together would yield a healthier, more productive population
and drive an overall decline in the slope of the health care cost curve.

We have made great strides in our capacity to initiate the virtuous circle of data
collection to health advice and recommended therapies. However, economic,
regulatory, social, and technical barriers and challenges must be resolved before
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the precision-medicine ecosystem can realize its full potential. In creating a
more supportive policy environment to overcome the challenges, policymakers
will need to work alongside key stakeholder groups—academe, private industry,
government, health care providers, patients, and the general public—to engage
in more coordinated efforts to establish precision medicine as the driver of our
health and health care system.

To empower scientific research and catalyze future innovations in health care,
President Obama established a US research program to accelerate progress in the
implementation of precision medicine. In his 2015 State of the Union Address,
the president announced the launch of the PMI “to bring us closer to curing
diseases like cancer and diabetes, and to give all of us access to the personalized
information we need to keep ourselves and our families healthier.” Ten days
later, the president detailed his vision for the initiative at a White House event,
placing patients at the center of its design and charging the National Institutes of
Health (NIH) with leading a PMI Cohort Program (PMI-CP) and a companion
cancer component. The PMI-CP is a monumental and critical effort that offers
many promising research opportunities for achieving better health and health
care. Given its cutting-edge nature, the PMI-CP will undoubtedly face a number
of challenges (Box 12-1). To translate precision medicine into health care, the
next administration should consider policies that will facilitate the reduction
and eventual elimination of those challenges so that precision medicine can be
translated into health care. Critical directions for the advancement of precision
medicine include reducing gaps in access to and availability of essential data;
establishing data-sharing platforms, incentives, and infrastructure; promoting
the use of genomic information in clinical care; creating better economic models
for precision medicine; and converting a skeptical patient population to one that
is committed and engaged.

KEY ISSUES, BARRIERS TO, AND OPPORTUNITIES
FOR PROGRESS

Evidence Generation

Limited evidence that precision medicine improves clinical outcomes, increases
cost effectiveness and affordability, and improves quality of care presents a major
barrier to its adoption. Before precision medicine can be broadly implemented,
there is a need to develop a robust evidentiary foundation of its value. Randomized
controlled trials (RCTs) are the gold standard for evidence generation; however,
an emerging approach is for health care organizations to collect data as part of
continuing clinical care as a means of generating evidence (Ginsburg, 2014)
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BOX 12-1
The PMI Cohort Program (PMI-CP)

The PMI-CP aims to establish a national research cohort of 1 million or more
Americans, who will share information on their health status and habits, undergo
clinical evaluations, provide biospecimens for various analyses, and allow access to
their medical records for research. The PMI-CP will generate an unprecedented
resource for pursuing research and making major scientific and clinical advances,
in addition to the development of new methods for engaging patients as partners
in research and in their health care decisions. Key among its strengths is the intent
for dynamic governance that includes all stakeholders and is designed to remain
agile and responsive to emerging opportunities and experience.

Opportunities

* Enhancing national databases of clinically actionable variants.

* Discovering biomarkers for and developing quantitative estimates of risk for
various diseases.

e Identifying the determinants of safety and efficacy of commonly used
therapeutics.

* Using home-health and mobile-health (mHealth) technologies to correlate
body measurements and environmental exposures with health outcomes.

* Developing new disease classifications and relationships.

* Learning how physicians engage with and use precision-medicine informa-
tion and what resources are needed to promote high-quality care of patients.

* Developing data-driven models for engaging patients in health care decisions.

* Exploring the use of social-media strategies for communicating with patients
and communities about their health care.

* Assessing the evidence on precision medicine in clinical care to inform cover-
age decisions.

Challenges

e Assimilating, analyzing, and integrating genomic data, electronic medical
records (EMRs), data obtained with mHealth devices, and other data on a
million or more people.

* Ensuring appropriate participant inclusion with respective to ethnic diversity
and other demographics and inclusion of those who are medically disenfran-
chised, are without EMRs, or lack ready access to the Internet.

* Maintaining momentum on all fronts (for example, funding stability, partici-
pant engagement, and provider support) despite the change in administrations.

 Establishing data-driven policies to balance privacy and security concerns with
participant and public interests in the sharing of data for research.
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on patient and economic outcomes. Although much research is still needed
to demonstrate the validity of that method, it holds promise as an approach to
address the surging numbers of genomic discoveries, increasing trial costs, and
low margins for diagnostic products. As learning health-system models emerge
to facilitate evidence creation, the questions become: When should RCTs be
required?; and When they are, can they include uniform evidentiary standards
and minimum requirements for socioeconomic diversity in addition to the
relevant outcomes required for reimbursement reviews and evaluations among
payers and regulatory agencies?

The evolving nature of evidence generation for precision medicine will neces-
sitate agreement between stakeholders and policymakers on standards for initial
clinical use and on mechanisms for postmarketing collection of data to refine
the precision-medicine evidence base. Once a consensus is reached on standards
for initial clinical use, regulatory and reimbursement policy can be updated to
reflect such standards, contingent on mandatory postmarketing data collection
that is required for final approval.

In building the evidence base for precision medicine, postmarket data on diverse
populations will have to be collected continuously. Evidence demonstrating the
potential of precision medicine to improve care quality and cost effectiveness will
take time to develop, and mechanisms must be put into place to ensure continu-
ing evidence generation and assessment. As recommended in the 2016 Institute
of Medicine (IOM) report Biomarker Tests for Molecularly Targeted Therapies: Key
to Unlocking Precision Medicine (IOM, 2016), the development of a rapid learning
system for biomarker tests for molecularly targeted therapies would be essen-
tial to facilitate knowledge generation, and continuous learning and accelerate
the translation of lessons learned into better patient care and improved clinical
outcomes. The recommended actions focus on improving the policy environ-
ment, data infrastructure, and patient care processes related to biomarker tests
for molecularly targeted therapies.

Thoughtful consideration of study designs that are based on the available
postmarketing data that support the continued use of various precision-medicine
approaches is critical. Precision-medicine evidence generation could be tied to
an adaptive approach or pathway for treatment so as to ensure that patients who
have unmet needs have access to promising therapies as they become available.

Furthermore, as precision medicine expands into routine clinical use, the evi-
dence supporting its use must come from a broad cross section of the population.
Thus, there is a need to develop and implement a series of criteria to indicate
when the use of RCTs in precision medicine is required for evidence genera-
tion, including uniform evidentiary standards, the minimum requirements for
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socioeconomic diversity in clinical-trial enrollment, and the relevant outcomes
required for reimbursement reviews and evaluations among payers and regulatory
agencies. As recommended in the IOM (2016) report, HHS should facilitate a
process for the development of common evidentiary standards of clinical utility
for biomarker tests for molecularly targeted therapies by convening one or more
independent, public—private, multi-stakeholder bodies. These common eviden-
tiary standards would inform the development of an integrated review process
for coordinated regulatory, coverage, and reimbursement decisions.

To generate the necessary evidence to assess the health-economic impact
of precision-medicine technologies, final regulatory and payer approval could
be made contingent on the inclusion of a health-economic impact analysis.
Acknowledging that such data, especially longitudinal data, would be difficult
to generate within the timeframe of a clinical trial, other approaches could be
used to project long-term economic effects, including economic modeling.

Priority considerations for enhancing evidence generation and use include:

¢ developing and adopting an evidence framework to guide clinical imple-
mentation, and then ensure continuing evidence generation, especially in the
postmarketing—postapproval setting, for precision-medicine tests and therapies;

¢ developing and adopting a flexible framework (that ties evidence to the use
case) to balance the use of RCTs against “big data” and observational analysis
in precision medicine; and

* including health-economic impact analysis (encompassing cost effectiveness
and long-term savings) for regulatory and payer approval.

Data Sharing and Infrastructure Needs

The path to precision medicine requires access to large-scale, detailed, and
highly integrated patient data to advance our understanding of the genomic,
molecular, phenotypic, clinical, and digital signatures of disease. Precision
medicine requires not only big data but diverse data. Advancing the field and
improving understanding of the complexities of human health and disease will
require aligning often-unstructured datasets into a comprehensive knowledge
network (NRC, 2011). The vast majority of repositories of research and clinical
data cannot now be easily combined with one another. Furthermore, in drug
development, pharmaceutical companies could take advantage of clinical trials to
explore, learn about, and generate additional hypotheses for collecting data. All
too often, clinical trials focus on testing a primary hypothesis and—for reasons
related to cost, time, and fear of the unknown—tail to incorporate exploratory
genomic, digital, and other measures to help to create the learning necessary
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to drive precision medicine. As recommended in the 2015 IOM report Sharing
Clinical Trial Data: Maximizing Benefits, Minimizing Risk, some companies have
begun to place clinical-trial data in the public domain; however, data on prod-
uct failures that would be highly valuable for scientific inquiry are not shared.

Recent progressive policies have facilitated notable progress. At the launch
event for the PMI in January 2015, the Obama Administration emphasized that
patients should “have access to their own health data—and to the applications
and services that can safely and accurately analyze it” (White House, 2015).
The administration followed through by regulating electronic health records
(EHRGS) to offer data access to patient-designated apps and requiring the use of
such technology by providers in the Medicare and Medicaid payment incentive
programs by 2018. The Office of Civil Rights of the Department of Health and
Human Services further clarified that patients have a digital right to access data
protected by the Health Insurance Portability and Accountability Act (HIPAA)
and can direct it to an end point of their choosing at a marginal cost that can
cover only the production of the digital copy (in other words, near zero). Leading
health information technology (HIT) vendors publicly pledged to support a “sync
for science” program by upgrading their technology in a manner that enables a
patient to connect a precision-medicine direct enrollment application to health
data otherwise available only via a patient portal.

Considering those developments, we are entering 2017 seemingly far closer to
Mitchell Kapor’s vision of a “health Internet” (Kapor, 2009), an open platform
that would connect providers, payers, and consumers to a growing number
of applications, including ones designed for precision medicine. New datasets
not traditionally considered part of a health record—digital assessment, intent,
and monitoring data—would be available for patients to connect seamlessly
via the health Internet to connected, trusted databases that store, analyze, and
trigger therapeutic and preventive recommendations. In combination with
the Obama Administration’s unprecedented efforts to open up health data and
focus on aligning payment with improved outcomes, we ought to be entering
2017 with ingredients that enable data-driven, health care delivery models that
foster better care for both individuals and communities. To get there, the next
administration will need to tackle key challenges that have hindered progress
despite unprecedented (often bipartisan) policy commitment. The challenges
are discussed below.

The Economics of Health-Data Production

The core of a provider’s health care dataset is the complete, digitized longi-
tudinal clinical and administrative records designed in part to meet the needs
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of payers. Through the Patient Protection and Affordable Care Act, public pay-
ers have accelerated a transition from requiring data solely for the purpose of
documenting an encounter to measuring outcomes and facilitating better care
coordination. That payer-driven demand has sharpened provider focus on the
types of health information collected and shared to maximize reimbursement.
Previously unstructured data buried in clinical notes, such as smoking status, are
now accessible in a form that allows search queries to generate lists of patients
who have gaps in care that should be addressed.

Despite wide agreement among public and private payers to drive more
outcomes-based payment models, most provider revenue today remains teth-
ered to the fee-for-service model. Thus, the adoption and use of advanced
HIT systems capable of performing such queries or publishing such structured
data remain challenging. Assuming that precision medicine will achieve bet-
ter outcomes, any effort to maximize the flow of data for precision medicine
should begin by accelerating a shift toward pay-for-value models. That shift
would depend on HIT systems to store, share, and provide the very data that
support precision medicine.

The Regulation of Data Access, Privacy, and Security

Since the 2009 passage of the Health Information Technology for Economic and
Clinical Health Act, we have been on a regulatory “escalator” that has equipped
providers with more powerful HIT. But that journey is not yet complete. Under
both the “meaningful use” and “advancing care information” Centers for Medicare
& Medicaid Services (CMS) incentive programs, providers must use certified
technology, but three policy levers deserve further attention if technology is to
be aligned with precision-medicine requirements.

First, the Common Clinical Data Set (CCDS) needs to be broadened. Health-
records vendors compete, in part, on the value of their underlying data models
that can be put to use in achieving a provider’s operational needs; to facilitate
interoperability among vendors, the administration regulates the transformation
of a set of patient data into a more open machine-readable format that is free of
intellectual-property (IP) restrictions. An important consideration for the next
administration will be the ability of precision-medicine researchers to provide
a feedback loop on any necessary expansions or adjustments of the CCDS.

Second, application programming interface (API) access needs to be standard-
ized and expanded. Health-records vendors manage the business and technical
models associated with providing third-party applications access to the CCDS
via an API, a contract that explains how to access data and logic securely while
protecting patient privacy; current policy compels EHR vendors to open developer
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access to enable connectivity to an app of a patient’s choice but leaves open the
methods and economic terms. An important consideration will be standardiza-
tion of those methods among vendors and expansion of patient API access among
all regulated HIT systems, including medical devices regulated by the Food and
Drug Administration (FDA) and other certified EHR modules.

Third, oversight needs to be strengthened. Two enforcement methods are
available to ensure that certified technology delivers information access as tested:
surveillance and testing in the field and use of emerging information-blocking
tools, including Office of the Inspector General enforcement of antikickback
waivers for health systems that subsidize EHR adoption. The next administration
should consider more aggressive surveillance to ensure that patients and providers
who have application access can query a complete CCDS and that nontechnical
barriers, such as cost and burden, are minimized.

Encouraging Further Voluntary Industry Consensus on Standards

Since the Clinton Administration, it has been US policy to leave technical-
standards development to voluntary, industry-led bodies that are free to innovate
and adjust without undue government interference. In January 2012, the Obama
Administration clarified that in some elements of national importance, the gov-
ernment can play a convening role to spur technologic advances in fields that
need it and encourage wide