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Foreword
In June 2010, the Ohio Osteopathic Association engaged the services of Mel Marsh of Acorn Consulting
to oversee a strategic planning process for the association. The goals were to:
x Describe the future for the Ohio Osteopathic Association and define the steps needed to achieve the
future.
x Identify societal changes and forces that are potential obstacles to the future of osteopathic medicine
in Ohio or opportunities to advance the profession;
x Update the current OOA Vision and Mission Statement with values and goals which address the
current and anticipated challenges facing the osteopathic profession in Ohio;
x Survey the members of the association to ensure that the mission, vision, goals and objectives are
consistent with the needs of osteopathic students, residents, and practicing physicians;
x Engage the OOA staff in the planning process to better understand the needs of OOA members,
identify strategies for financial growth, and help develop a business plan that is consistent with the
OOA vision and mission;
x Review the current OOA governance structure and recommend changes in district boundaries, the
size of the OOA Board and Executive Committee, and redefine committees to ensure the strategic
plan is successfully implemented and adapted as necessary with leadership input;
x Conduct focus groups with students, residents, and practicing physicians to discuss concerns,
attitudes and recommendations; and
x Present the proposed OOA Strategic Plan and recommendations for any changes in the governance
structure to the 2011 OOA House of Delegates.
The following physicians were appointed by OOA President Schield M. Wikas, DO, to serve on the
Strategic Planning Committee:
x Robert S. Juhasz, DO, OOA Past President and Member of the AOA Board of Trustees, Cleveland
x William J. Burke, DO, Past President of the Ohio ACOFP, Family Practice Residency Director and
Member of the AOA Board of Trustees, Columbus
x Robert L. Hunter, DO, OOA Second Vice President, Dayton
x Brian A. Kessler, DO, OOA Treasurer, Cleveland
x Ioanna Z. Giatis, DO, President, Ohio ACOFP, Cleveland
x Albert M. Salomon, DO, OOA President-Elect, Columbus
x Adam J. Kinninger, DO, New Physician in Practice, Sports Medicine Fellowship, Dayton
x Richard J. Snow, DO, Chair of the Ohio Medical Home Task Force, Columbus
x Nicholas G. Espinoza, DO, Associate OU-COM Dean, Toledo
x James E. Preston, DO, Family Physician, Residency Director, Sandusky
x Peter A. Bell, DO, OOA Past President, Past President of the American College of Osteopathic
Emergency Physicians
x Stuart B. Chesky, DO, JD, Vice Speaker of the OOA House, Vice Chair of the OOA Nominating
Committee
This report identifies societal changes and forces that are potential obstacles to the future of osteopathic
medicine in Ohio or opportunities to advance the profession. It also provides a summary of concepts,
ideas and trends identified by the Planning Committee, OOA Board of Trustees, focus groups and the
results of membership surveys.
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OOA’s Current Vision, Mission and Goals
Our Vision
To ensure that osteopathic physicians are Ohio’s premier physician providers of the Twenty-First
Century.

Our Mission
To partner with our members in order to create, provide and promote programs, services and initiatives
that prepare osteopathic physicians (DOs) to thrive now and in the future; to educate the public; and to
promote legislative and regulatory initiatives that allow DOs to continue to provide excellent and
comprehensive health care.

Our Goals
x
x
x
x
x
x
x
x
x

To protect the right to practice osteopathic medicine
To enhance public awareness of the osteopathic profession
To preserve osteopathic principles
To strengthen the practices of OOA members
To promote the public health of the people of Ohio
To demonstrate the value of OOA membership
To ensure continued growth and financial stability of the association
To inspire unity, pride, leadership and a sense of volunteerism
To embrace new technology

How We Will Meet Our Goals
x We will protect the right to practice osteopathic medicine by supporting legislative and
regulatory initiatives.
x We will enhance public awareness of the osteopathic profession through an ongoing education
and marketing plan directed at one or more specific target groups so that DOs are selected as
physicians of choice by these targets.
x We will preserve osteopathic principles by (a) supporting osteopathic medical education and
research at the pre and postdoctoral levels; and (b) providing outstanding and innovative
continuing medical education through the Ohio Osteopathic Foundation.
x We will strengthen the practice of osteopathic medicine by (a) maintaining the highest ethical and
business standards and; (b) developing innovative programs which improve quality of patient
care, promote innovative practice management skills, and reduce individual practice expenses.
x We will promote the public health of the people of Ohio by cooperating with public health care
agencies, organizations and coalitions to prevent disease and improve public safety through
appropriate education, legislative and regulatory initiatives.
x We will demonstrate the value of OOA membership in cooperation with OOA District
Academies by (a) providing effective benefits and services to members; (b) ensuring effective
and timely communications with members on issues and services; and (c) disseminating vision
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and benefit information to non-members.
We will ensure continued growth and financial stability of the Ohio Osteopathic Association by
increasing revenue from non-traditional dues sources such as associate membership fees,
sponsorships, grants and revenue-generating services
x We will inspire unity, pride, leadership and a sense of volunteerism within the osteopathic
profession in Ohio and its affiliated organizations by encouraging individual DOs to become
active members of their communities and their OOA District Academy
x We will embrace new technology in order to continually improve the quality of patient care and
to enhance services and benefits provided to OOA members.
x
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Introduction
During the past two decades, the osteopathic profession has experienced significant challenges resulting
from the sale and merger of osteopathic hospitals and the proliferation of new colleges of osteopathic
medicine. All of this has occurred within the framework of significant shifts in the American population
to southern and western states, the decline of the manufacturing base in Ohio and other midwestern
states, and an overall increase in unemployment accompanied by stagnant job growth in the Midwest.
According to projections by the U.S. Census Bureau, America’s population is becoming older and will
be more racially and ethnically diverse by 2050. This is causing policymakers to focus on growing
public health needs, increased demands for health care, and whether there is an adequate supply of
physicians and allied health professionals. As a result, the Institute of Medicine has called on an
expanded role for nurse practitioners and physician assistants in providing primary care services.
As Americans have lost health care coverage or found health insurance too expensive to purchase, many
patients are delaying or foregoing medical care in primary care settings. Family physicians and other
primary care specialists have been directly impacted by the recession, leading to an increasing number
of practices that are being purchased by hospital systems or larger physician groups. At the same time,
the cost of medical education continues an upward spiral resulting in increased student debt, with
osteopathic medical school graduates choosing careers in more lucrative medical specialties. According
to the American Osteopathic Association:
The economic climate has had a direct impact on osteopathic physicians and the American
Osteopathic Association. Delayed retirement, declining revenues, rising debt, and staff layoffs
are a few of the consequences of the economic downturn on osteopathic physicians and their
practices.
The State of Ohio and United States as a whole are currently in a maelstrom involving implementation
of the Patient Protection and Affordable Care Act of 2010. After a bruising Congressional fight to
transform American’s health care system, the debate has shifted to whether the country has the will to
fund the cost of the most extensive overhaul of the system since the implementation of Medicare and
Medicaid through personal mandates to purchase insurance. Following a bitter election cycle in
November, 2010, the future of the ACA remains clouded as conservatives vow to repeal the act, while
progressives continue to complain that the Act did not go far enough. In spite of these uncertainties,
payment reform focused on the Patient Centered Physician Led Medical Home and Accountable Care
Organizations (ACOs) model, as well as rapid implementation of health information technology will
continue to move forward in an attempt to reduce health care costs and improve access to care.

Health Care in Ohio
Ohio Health Care Demographics
x

According to the U.S. Census Bureau, Ohio is the 7th most populous state in the country, with a
population of approximately 11.6 million people. In 2008, Ohio ranked 15th in terms of residents,
age 65 or older.
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x

The Midwest has been losing population to the Southern and Western states and has lost a
substantial number of manufacturing jobs. Ohio has the reputation of being part of the “Rust Belt,”
but the health care industry is rapidly emerging as Ohio’s leading sector for creating jobs.

x

The Buckeye State plays an important role in providing world-class health services. As noted in US
News and World Report’s America’s Best Hospitals (2009) and Reuter’s 100 Top Hospitals (2009),
Ohio is home to many top-ranked hospital systems. These lists include the Cleveland Clinic,
University Hospitals Health Systems, Catholic Health Partners, Ohio State University Medical
Center, OhioHealth, The Health Alliance of Greater Cincinnati, and Kettering Health Network.

x

According to America’s Health Rankings (2009), published by the American Public Health
Association, Partnership for Prevention and the United Healthcare Foundation, Ohio is 33rd in the
nation in terms of health:
Strengths include a low rate of uninsured population at 11.6 percent, high immunization coverage
with 82.9 percent of children ages 19 to 35 months receiving complete immunizations and low
geographic disparity within the state at 9.2 percent. Ohio ranks higher for health determinants than
for health outcomes, indicating that overall healthiness should improve over time.
Challenges include a high prevalence of obesity at 29.2 percent of the population, high levels of air
pollution at 13.4 micrograms of fine particulate per cubic meter, low public health funding at $39
per person, a high rate of preventable hospitalizations at 84.2 discharges per 1,000 Medicare
enrollees, many poor mental health days per month at 3.9 days in the previous 30 days and a high
rate of cancer deaths at 209.1 deaths per 100,000 population.

Osteopathic Medicine in Ohio
The Ohio Osteopathic Association was founded in 1898. The establishment of a statewide osteopathic
hospital network was vital to the profession’s growth. As the number of osteopathic hospitals grew, the
state became an important center for osteopathic postdoctoral training programs, with two of the largest
programs in the country located at Doctors Hospital in Columbus and Grandview Hospital in Dayton.
The establishment of the state-supported Ohio University College of Osteopathic Medicine in 1975
ensured continual growth for the Ohio profession, with a legislative mandate to accept Ohio residents as
at least 80 percent of each entering class and all out-of-state students required to sign a contract to
practice in Ohio for at least five years after graduation. As a result:
x

In 2010, Ohio had the 5th largest DO population of any state in the nation with 4,616 osteopathic
physicians, according to the American Osteopathic Association.

x

The chart on the next page shows a breakdown of OOA members and non-members by county as
well as a breakdown by primary care physicians and other specialties. It also shows the number of
DOs 40 and older by county. (Note: this chart is based on the OOA database, not the AOA’s, so
these figures do not precisely align with those cited above even though data is shared between the
AOA and OOA from time to time.) Students and residents are not included in this breakdown.
o Less than half of the practicing osteopathic physicians are members of OOA. Although the
number of non-members has inched up in the past year, it has consistently hovered around
the 50 percent mark for more than a decade.
o 27% of Ohio DOs are under the age of 40. This number is increasing each year.
7
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o 35% of the DOs in Ohio are non primary care specialists
County

Adams
Allen
Ashland
Ashtabula
Athens
Auglaize
Belmont
Brown
Butler
Carroll
Champaign
Clark
Clermont
Clinton
Columbiana
Coshocton
Crawford
Cuyahoga
Darke
Defiance
Delaware
Erie
Fairfield
Fayette
Franklin
Fulton
Gallia
Geauga
Greene
Guernsey
Hamilton
Hancock
Hardin
Harrison
Henry
Highland
Hocking
Holmes
Huron
Jackson
Jefferson
Knox
Lake
Lawrence
Licking
Logan
Lorain
Lucas
Madison

Number
of DOs

Number of Number of Primary Care
Members
NonPhysicians
Members

1
33
6
21
94
6
10
6
41
4

1
24
4
5
62
4
2
2
13
2

21
7
8
37
5
20
368
8
9
51
70
37
2
527
3
16
33
42
10
113
16
4
1

7
4
2
12
4
6
81
5
2
19
31
20

4
9
2
23
16
10
10
45
8
51
18
67
113
13

203
2
2
10
23
3
35
7
3
1
3
5
17
5
7
18
1
16
10
28
55
5

Specialists

9
2
16
32
2
8
4
28
2

15
5
13
66
2
9
5
29
2

14
3
6
25
1
14
287
3
7
32
39
17
2
324
1
14
23
19
7
78
9
1

18
6
2
30
5
14
211
6
8
39
44
30
2
307
3
10
24
23
9
62
13
4
1

1
18
1
8
28
4
1
1
12
2
0
3
1
6
7
0
6
157
2
1
12
26
7
0
220
0
6
9
19
1
51
3
0
0

1
4
2
6
11
10
3
27
7
35
8
39
58
8

4
9
2
13
15
8
7
32
8
35
12
52
80
12

0
0
0
10
1
2
3
13
0
16
6
15
33
1
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Under 40 40 and Over

9
3
15
2
1
16

3
3
1
6
3
129
6
17
16
11
161
1
2
11
9
5
33
4
1
1
1
3
8
2
2
4
9
12
29
47
3

1
24
6
18
79
4
9
6
25
4
0
18
4
7
31
5
17
239
8
3
34
54
26
2
366
2
14
22
33
5
80
12
3
0
3
6
2
15
14
8
6
36
8
39
18
38
66
10
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County

Mahoning
Marion
Medina
Meigs
Mercer
Miami
Monroe
Montgomery
Morgan
Morrow
Muskingum
Noble
Ottawa
Paulding
Perry
Pickaway
Pike
Portage
Preble
Putnam
Richland
Ross
Sandusky
Scioto
Seneca
Shelby
Stark
Summit
Trumbull
Tuscarawas
Union
Van Wert
Vinton
Warren
Washington
Wayne
Williams
Wood
Wyandot
Totals

Number
of DOs
131
6
27
1
7
21
2
273
1
4
26
3
8
4
6
15
4
31
10
2
28
42
20
38
2
10
157
268
97
21
14
4
3
53
36
26
2
30
1
3453

Number of Number of Primary Care
Members
NonPhysicians
Members
44
3
7
1
5
11
1
145
2
12
1
5
3
1
6
4
8
10
2
10
13
9
16
1
9
73
104
53
11
9
2
1
24
17
15
16
1425

87
3
20

92
3
19
1
6
16
2
134
1
4
17
3
7
4
6
11
4
24
8
2
10
27
14
30
2
6
97
185
73
14
11
3
3
42
21
20

2
10
1
128
1
2
14
2
3
2
4
9
23

18
29
11
22
1
1
84
164
44
10
5
2
2
29
19
11
2
14
1
2028

25
1
2254

Specialists

39
3
8
0
1
5
0
139
0
0
9
0
1
0
0
4
0
7
2
0
18
15
6
8
0
4
60
83
24
7
3
1
0
11
15
6
2
5
0
1199

Under 40 40 and Over

25
1
8
1
5
1
53
1
1
6

5
3
8

5
15
6
14
1
33
89
14
5
2
1
1
15
7
4
17
936

106
5
19
1
6
16
1
220
0
3
20
3
8
4
6
10
1
23
10
2
23
27
14
24
2
9
124
179
83
16
12
3
2
38
29
22
2
13
1
2517

x

The Ohio Osteopathic Association’s staff and volunteer leadership hold prominent positions inside
and outside the profession at the state and national levels. For instance, the OOA was a founder of
the Ohio Health Information Partnership and has a permanent seat on its Board. OHIP will play an
important role in implementing and providing health information technology to the medical
community well into the future.

x

Ohio is home to the profession’s only internationally distributed, daily radio program about healthcare issues. Family Health Radio, now in its 30th season, reaches 11 million listeners on more than
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250 domestic stations and an international audience in about 180 nations via the U.S. Armed Forces
Radio Network. It is the most far-reaching public service program of the osteopathic profession
today. Programs can be downloaded through automated podcast downloads to a PDA or iPod, or at
the Family Health web site (www.fhradio.org). The Ohio Osteopathic Foundation provides ongoing
support to the program, and has been instrumental in obtaining support from national osteopathic
organizations. In spite of these efforts, the OOA has been unable to help the program find stable,
long-term funding.
x

The Ohio Osteopathic Association has had a close working relationship with the Ohio University
College of Osteopathic Medicine and traditional osteopathic training hospitals within the state. The
OOA Executive Committee currently includes the OU-COM dean and the president of the Ohio
Osteopathic Hospital Association to strengthen ties between practicing DOs and the profession’s
osteopathic education system. Since this structure was developed in the 1980’s, the Ohio University
College of Osteopathic Medicine established the Centers for Osteopathic Research and Education
(CORE), which brings hospitals, the OOA and the Ohio University College of Osteopathic Medicine
together to collaborate on the continuum of osteopathic medical education from medical school to
lifelong learning.

x

The Oho University College of Osteopathic Medicine is a leader in many ways.
o The Oho University College of Osteopathic Medicine had a total enrollment of 468 in 20102011. About 52 percent of OU-COM’s practicing graduates serve as primary care providers
in general/family practice, general internal medicine or general pediatrics, according to a
January 2010 survey. Sixty percent of graduates practice in Ohio, with 14 percent practicing
in Appalachian Ohio. Approximately 47 percent practice in communities with populations of
less than 50,000.
o A study published in the April 2010 issue of American Medicine ranked OU-COM as one of
the top U.S. medical schools for producing graduates who practice in rural areas. OU-COM
took first place in Ohio and tied for 11th place among all medical schools in the country.
o OU-COM’s diabetes, cancer and cardiovascular disease research efforts are advancing
treatment solutions. In 2008, Forbes magazine ranked Ohio University fourth in the nation
for research return on investment, and in 2009, the Association of University Technology
Managers ranked OU-COM first in the state among public universities for research-generated
licensing revenue. Most of this royalty income stems from an OU-COM researcher’s
development of Somavert®, the first drug to effectively treat the growth hormone disorder
acromegaly.
o OU-COM has been involved with the Ohio State Medical Board (OSMB) for several years in
a program called “Partners in Professionalism,” which promotes professionalism and
emphasizes the ethical responsibilities of medical licensure to medical students. OSMB
Executive Director Richard Whitehouse visits the OU-COM campus each year and lectures
students on the educational and disciplinary responsibilities of the Medical Board. Second
year students then attend one meeting of the Medical Board in Columbus to observe the
disciplinary process in action. The program received international recognition in September
2010, when OSMB representatives gave a presentation on the program during the
International Association of Medical Regulatory Boards (IAMRA) Institute conference.
Over 160 attendees from 33 countries participated in the Institute, which preceded the
10
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IAMRA meeting. The OSMB presentation was the only one presented at the Institute by a
medical regulatory board from the United States.
o OU-COM’s Centers for Osteopathic Research and Education (CORE) became the nation’s
first accredited Osteopathic Postdoctoral Training Institution (OPTI) in 1997 and established
a model for the osteopathic profession. CORE internship and residency programs
accommodate more than 600 postdoctoral trainees. OOA District Academies that are home
to these training programs have an opportunity (and a responsibility) to provide social
networking, professional and leadership development, along with targeted specialty CME
programs that strengthen ties among osteopathic students, interns, residents, hospital-based
specialists, primary care physicians and osteopathic organizations (For a complete list of
AOA approved internship and residency programs, see Appendix 1.)
o Unlike many OPTIs, the CORE system is a highly integrated and structured statewide
medical education consortium formed by affiliations between OU-COM and teaching
hospitals in Ohio, as well as other colleges of osteopathic medicine nationwide. This
infrastructure supports and promotes excellence in the continuum of osteopathic medical
education that begins with matriculation at an osteopathic medical school and extends
through residency training and beyond into continuing medical education. All CORE
partners are linked via real-time videoconferencing and distance learning technology as well
as global, interactive, online Internet access.
x

Ohio is home to some of the largest independent osteopathic foundations in the country, including
the Osteopathic Heritage Foundations and the Brentwood Foundation.
o Since 1999, the Osteopathic Heritage Foundations have approved over $100 million designed
to improve the health and quality of life of vulnerable populations and advance osteopathic
medicine.
o In 2008, the Brentwood Foundation committed $5.5 million to establishing the Theodore F.
Classen, DO, Chair in Osteopathic Research and Education to help further research and
enhance graduate education programs in osteopathic medicine at South Pointe Hospital and
at Cleveland Clinic. Leonard Calabrese, DO, of the Cleveland Clinic’s Rheumatic and
Immunologic Disease Department, has held the R.J. Fasenmyer Chair in Clinical
Immunology since 1999. In 2008, he became the first to hold the Theodore F. Classen, DO,
Chair in Osteopathic Research and Education, and is the only physician at the clinic to hold
two such positions.

x

Although all of the traditional osteopathic hospitals in Ohio have been sold or merged with
allopathic institutions, there is still a strong osteopathic identity at CORE hospitals due to the
continuation of osteopathic training programs.

x

The Healthcare Facilities Accreditation Program (HFAP) of the American Osteopathic Association
is becoming a popular alternative to the Joint Commission in Ohio. The following Ohio hospitals
are now HFAP accredited, with others in the pipeline:
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Ohio
Doctors Hospital
Summa Western Reserve Hospital
Grandview Hosp & Medical Center
Riverview Health Institute
Southview Hospital & Family Health Center
Physicians Choice Hospital - Fremont, LLC
Wayne HealthCare
Marietta Memorial Hospital
Affinity Medical Center
Fisher-Titus Medical Center
McCullough-Hyde Memorial Hospital
University Hospitals Richmond Medical Center
Firelands Regional Medical Center Main Campus
Wilson Memorial Hospital
Mercy St Vincent MC
Humility of Mary Health Partners St Joseph Health Center
South Pointe Hospital
Genesis Healthcare Systems

Columbus
Cuyahoga Falls
Dayton
Dayton
Dayton
Fremont
Greenville
Marietta
Massillon
Norwalk
Oxford
Richmond Heights
Sandusky
Sidney
Toledo
Warren
Warrensville Heights
Zanesville

The Changing Osteopathic Profession
x

The number of osteopathic medical students entering primary care specialties is declining; the
legislative mandate for OU-COM concentrates on producing primary care physicians for
underserved areas.

x

The number of OU-COM graduates entering AOA approved residency programs is also declining as
more graduates opt for ACGME programs.

x

There has been a rapid growth of osteopathic colleges outside the Midwest, where most of the
osteopathic training programs have been historically located; thus, Ohio is increasingly becoming a
training location rather than a practice destination for non-Ohio residents.

x

As noted previously, less than 50 percent of the DOs in Ohio belong to the OOA, a percentage that
has been basically consistent over the years. An increasing number of DOs are being employed by
hospitals, are affiliated with MDs in group practices, or are locating to hospitals, which are more
closely aligned with allopathic medical associations.

x

The membership of the Ohio Osteopathic Hospital Association has been declining due to new
hospital leadership, which often views OOHA dues as duplicative and unnecessary. OOHA dues are
important to the financial stability of the Ohio Osteopathic Association.
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State and National Health Care Reform
During the past four years, the OOA played a significant role in state healthcare coverage and quality
initiatives, with appointments to the Health Care Coverage and Quality Council, Ohio Health
Information Partnership Executive Committee, Ohio Medical Home Task Force, and Health Insurance
Benefits Exchange Planning Committee. State reform efforts have focused on four transitional themes:
x
x
x
x

Health information technology
Patient Centered Medical Home
Payment reform
Engaged consumers

Although Ohio has also begun planning for changes mandated by the Affordable Care Act and held a
State Payment Reform Summit on December 3, 2010, the Kasich administration’s position on a State
Health Benefits Exchange and other general provisions of the act is unclear. Governor Kasich has made
public pronouncements that he intends to have Ohio join other states in seeking repeal of the ACA, and
Attorney General Mike DeWine has subsequently joined the repeal initiative. While its opponents have
demonized the ACA, the bill contains many important provisions that are advantageous to the
osteopathic profession. According to the American Osteopathic Association, the act is “consistent with
more than 50 policies passed by the AOA House of Delegates.” New health care reform provisions for
Medicare, effective January 1, 2011, include:
x
x
x
x
x
x
x

Elimination of the deductible and co-insurance for most preventive services
Coverage of an annual wellness visit providing a personalized prevention plan
Incentive payments to primary care practitioners for primary care services
Incentive payments for major surgical procedures in Health Professional Shortage Areas
Physician self-referral disclosure requirement for certain imaging services
Multiple procedure payment reduction policy for therapy services
Reduction of the maximum period for submission of Medicare claims to not more than 12
months (applies to services furnished after January 1, 2010)

ACA rules also implement changes to the structure and function of the Physician Quality Reporting
System (PQRS), which was authorized by the Tax Relief and Health Care Act of 2006. Under the ACA,
the PQRS incentive payments are authorized through 2014, with penalties thereafter for eligible
professionals who do not satisfactorily report data on quality measures. For 2011, physicians and other
eligible professionals may earn an incentive payment of one percent of the practice’s total Medicare Part
B allowed charges for covered professional services furnished during the reporting period. PQRS
incentive payments of 0.5 percent are authorized for years 2012 through 2014. The AOA’s Clinical
Assessment Program (CAP) is recognized by CMS as a registry for PQRS.
CMS has created an informal review process for eligible professionals who wish to have CMS review its
determination. Eligible professionals may qualify for an additional 0.5 percent incentive beginning in
2011 if they satisfactorily report data through a Maintenance of Certification program.
CMS is also establishing the framework for a new “Physician Compare” web site and is developing a
plan to integrate its reporting on quality measures under PQRS with the reporting elements required by
the Medicare Electronic Health Record Incentive Program.
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Finally, CMS has made revisions to its Electronic Prescribing Incentive Program, such as clarifying that
physicians and other eligible professionals who receive incentives under the Medicare EHR Incentive
program for 2011 must still participate and meet the eRx payment adjustment requirements for
successful e-prescribers under the eRx Incentive program during the applicable reporting period to avoid
the payment reduction applicable in 2012. Eligible professionals who receive incentives under the
Medicare EHR Incentive Program for CY 2011 may not receive a separate, additional incentive payment
under the eRx Incentive Program.
(For a complete summary of key ACA provisions, see the Kaiser Foundation Analysis in Appendix 4.)
A recent report published by the National Governors’ Conference in 2010 entitled State Roles in
Delivery System Reform may give some clues as to where the Kasich Administration may move with
healthcare reform. This report is extremely significant because it was written in part by Greg Moody,
who was interim president of the Health Policy Institute of Ohio at the time. Mr. Moody was a health
care advisor to Kasich when he was a member of Congress and was named Executive Director of the
Governor’s Office of Health Transformation, January 13th. (For a copy of the Governors’ Conference
Report, see Appendix 3. For a copy of the Governor’s Executive Order creating the Office of Health
Transformation see Appendix 5.)
In many ways, the United States has a world-class health care system. The most technologically
and medically advanced health care can be found in the nation’s premier health facilities and in
the high-quality health care organizations that operate throughout the nation. Many individuals in
the U.S. health care system have a wide range of choices when it comes to health services,
physicians, and hospitals.
Despite these advantages, Americans pay too much for care, often with below average outcomes,
and there are still too many individuals who do not have access to quality health insurance. A lack
of focus on the importance of a high-performing health care system has hindered efforts to create
a more effective system and achieve better results. Many leading experts have highlighted the
need for system improvements to control skyrocketing health care costs and, simultaneously,
improve health outcomes. Cost, quality, and efficiency must be addressed to get better value for
every health care dollar and sustain health coverage, especially in the environment of expanding
health insurance programs.
State Roles in Delivery System Reform outlines the evidence in health system reforms, as well as
the opportunities for governors to lead these efforts. With contributions from experts in the health
care policy field, the report provides tools and levers available to states to create a more efficient
and effective health care system. After an introduction, individual chapters touch on the following
four focus areas as well as how the federal health law provisions affect these areas:
x Chapter 1: Health Care Quality Improvement. This is a key driver in moving toward a
high-performing health care system. Advances can be achieved through measuring quality
and value, aligning policies and goals around critical improvement areas, and ensuring
financial incentives drive good health outcomes. This chapter outlines the major leverage
points where states can exercise efforts to ensure transparent and consistent quality in
health care delivery, including measurement initiatives, the health information technology
(HIT) infrastructure, and the purchasing of quality health care.
x Chapter 2: Care Coordination and Disease Management. These are critical tools for
improving health and managing the costs of chronic diseases. Over the past few years, a
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number of programs and strategies have been implemented to coordinate and manage
disease, with mixed results. This chapter sorts through the evidence of what has worked,
identifies the critical components and features of successful programs, and provides states
with a framework for renewed progress in these areas.
x Chapter 3: Primary Care and Prevention. These are the cornerstones of good health
outcomes, but the nation’s health care system is not organized or incentivized to encourage consistent use of or access to prevention services and primary care. This chapter
provides states with strategies for improving primary care and public health. The authors
identify opportunities for working across these fields to accelerate progress in controlling
costs.
x Chapter 4: Health Care Payment Systems. Such tools are necessary to combat the current
problem of paying for volume rather than value. This chapter provides an overview of the
major types of payment reforms that can be targeted toward hospital and primary care,
such as those that pay based on performance measures or combine payments to separate
providers. It also explores the structural and process changes that hospitals, specialists,
and primary care practices need to make to adopt new payment systems.
x Chapter 5: Medicaid’s Role in the Health Delivery System. Because Medicaid will soon
cover as many as 75 million people, it is an important vehicle for states to enact delivery
system reforms that will improve programmatic quality and decrease health care spending.
This chapter provides options and opportunities for Medicaid involvement in systematic
reform through quality improvement, care coordination and disease management, primary
care and prevention, and payment policies.

Medicaid and Ohio’s Pending Budget Crisis
The State of Ohio, in 2011, is facing a potential $8 billion shortfall in revenue, which could lead to
severe budget cuts in state support of medical education and Medicaid coverage. Medicaid provides, on
average, health services to 1.7 million Ohioans every month (15% of the total population) and a total of
2.2 million people throughout the year.
¾ Medicaid spends $13 billion annually and accounts for 3% of the Ohio economy and 23% of Ohio’s
budget. Every dollar the state spends on Medicaid generates nearly $2.64 in total health care
spending in Ohio. Ohio will lose $1.48 in federal matching funds for every $1 in state money it cuts
from its Medicaid budget.
¾ Medicaid pays 64,389 healthcare providers annually and accounts for 28% of all hospital and 47% of
all nursing home spending in the state.
¾ Medicaid covers children in families earning up to $42,400 annually for a family of four and parents
in families earning up to $19,080 annually for a family of four. Each month, Medicaid covers:
x 992,000 children (1 out of 3), including 34,000 children with disabilities;
x 340,000 parents;
x 108,000 seniors; and
x 259,000 people with disabilities, including children.
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¾ An estimated 249,019 Ohio children (8.4%) are uninsured. Sixty-six percent of these uninsured
children are eligible, but not enrolled in Medicaid or the State Children’s Health Insurance Program.

Maintenance of Licensure and Osteopathic Continuous Certification
Another major movement that has been developing for several years involves Maintenance of Licensure
(MOL) and the role of professional associations in continuous quality improvement (CQI). In response
to this initiative, the American Osteopathic Association Bureau of Osteopathic Specialists (BOS) has
mandated that each specialty certifying board implement “Osteopathic Continuous Certification”
(OCC). OCC will serve as a way for certified DOs to remain current and demonstrate competency in
their specialty area. The only change to the current osteopathic recertification process is the addition of
a Practice Performance Assessment, which is consistent with recommendations in the Federation of
State Medical Boards’ proposed MOL process.
Each specialty certifying board is currently developing OCC, and they will have the OCC process in
place and implemented by January 1, 2013. If a physician holds a time-limited certificate, he/she will be
required to participate in the five components of the OCC process in order to maintain osteopathic board
certification. These include:
Component 1- Unrestricted Licensure: Requires that physicians who are board certified by the
American Osteopathic Association (AOA) hold a valid, unrestricted license to practice medicine in one
of the 50 states. In addition, these physicians are required to adhere to the AOA’s Code of Ethics.
Component 2- Lifelong Learning/Continuing Medical Education: Consistent with current commitments
to lifelong learning, this component requires that all recertifying diplomates fulfill a minimum of 120
hours of continuing medical education (CME) credit during each three-year CME cycle, though some
certifying boards have higher requirements. Of these 120+ CME credit hours, a minimum of 50 credit
hours must be in the specialty area of certification. Self-assessment activities will be designated by each
of the specialty certifying boards.
Component 3- Cognitive Assessment: Requires provision of one (or more) psychometrically valid and
proctored examinations that assess a physician’s specialty medical knowledge as well as core
competencies in the provision of healthcare.
Component 4- Practice Performance Assessment and Improvement: Requires physicians to engage in
continuous quality improvement through comparison of personal practice performance measured against
national standards for their medical specialty.
Component 5- Continuous AOA Membership: Membership in the professional osteopathic community
through the AOA provides physicians with online technology, practice management assistance, national
advocacy for DOs and the profession, professional publications and continuing medical education
opportunities.
The Federation of State Medical Board’s Maintenance of Licensure Implementation Group released a
report in November 2010, which includes the following executive summary:


The Maintenance of Licensure Implementation Group Report is a follow-up to the Report of the
Advisory Group on Continued Competence of Licensed Physicians adopted by the FSMB House of
Delegates in April 2010. Together, these Reports advance the Federation of State Medical Boards’
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(FSMB) policy that state medical and osteopathic boards have a responsibility to the public to
ensure the ongoing competence of physicians seeking license renewal. Written to be consistent
with the Advisory Group Report, the Implementation Group report provides more detailed
guidance to state medical and osteopathic boards as they design and implement Maintenance of
Licensure (MOL) programs. 


Overall Goal of MOL. When fully implemented nationwide, it is anticipated that all licensed
physicians will be engaged in a culture of continuous quality improvement and lifelong learning
assisted by objective data and resulting in significant and demonstrable actions that result in the
improvement of patient care and their practices. Offering recommendations for every state
medical and osteopathic medical board to consider, this report is built on the belief that the
attached plan represents a rational and well-considered proposal to facilitate such engagement of
physicians in a culture of continuous improvement and to assure the public, through a verifiable
and reproducible system, that physicians are engaged in such an effort. Additionally, we believe
that such an MOL plan can be a proactive and reasonable expectation of physicians – an
expectation that enables them to demonstrate their commitment to continual improvement without
being overly burdensome or creating barriers to patient care or physician practice.
Establishing a Maintenance of Licensure Program. Maintenance of Licensure is a system of
continuous professional development requiringphysicians to demonstrate, as a condition of
license renewal, their involvement in lifelong learning that is objective, relevant to practice and
improves performance over time. We believe SMBs should require, as a condition of license
renewal, that all licensed physicians periodically demonstrate their engagement in an ongoing
program of professional assessment and continuous improvement throughout their careers. The
FSMB is committed to providing SMBs with guidance and support so that the entire community of
state medical and osteopathic boards can move forward to fully implement Maintenance of
Licensure within 10 years.
Richard Whitehouse, executive director of the Ohio State Medical Board, is a member of the FSMB’s
MOL Implementation Group. It is widely anticipated that Ohio will serve as a pilot project for MOL
implementation. If Ohio is selected as a pilot site, the OOA should position itself to become a beta site
for the osteopathic profession, linking OCC to MOL.

The OOA Strategic Planning Process
Timeline
The following timeline was established in consultation with the OOA Strategic Planning Committee:
July, 2010: Staff assembled and reviewed relevant information on major issues facing the osteopathic
profession, associations, and health care reform and created a draft online physician survey to identify
the concerns, expectations, and opinions of various constituent communities regarding the goals and
current activities of the association, the role of district academies, and the needs of members. The staff,
with assistance from Mel Marsh, prepared protocols, developed potential questions, and scheduled
appointments to conduct interviews with all members of the OOA Board of Trustees. Ms. Marsh also
assisted staff with developing draft survey, interview, and focus group questions.
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August 31, 2010: The first conference call of the Planning Committee was conducted to review the
planning process, discuss the current OOA vision and mission statement, review questions for the
proposed membership survey, review and discuss interview questions for the OOA Board of Trustees,
and discuss other matters suggested by the facilitator.
September 2011: Based on feedback from the committee, staff revised the survey and distributed links
by fax and e-mail in mid September. Jon Wills, Cheryl Markino, Joanne Barnhart, and Laura Whitt
conducted OOA Board member interviews. Staff compiled a very preliminary report, outlining trends
from the member and non-member survey and identifying themes from the OOA Board interviews for
presentation to OOA Board.
September 25-26, 2010: OOA Board Meeting – Sheraton Suites Hotel, Cuyahoga Falls. The OOA
Executive Committee hosted a focus group with the presidents and executive directors of the Cleveland,
Akron, Warren and Youngstown academies to obtain additional input on redistricting/membership needs
at the local level. Mel Marsh presented an overview of the planning process and high level, preliminary
survey results and interview summaries to the OOA Board of Trustees; answered questions; and
obtained preliminary feedback from Board members.
October 20, 2010: The second planning committee conference call was conducted to discuss (1) survey
results; (2) Board interview results; and (3) the AOA Strategic Plan to get input and advice from the
committee regarding the national document.
October 23, 2010: Robert S. Juhasz, DO, William J. Burke, DO, Brian A. Kessler, DO, and Jon Wills
attended an AOA Board Retreat during the AOA Convention in San Francisco to discuss the AOA
Strategic Plan and recommended objectives with specialty societies, state association, and other AOA
non-practice affiliates.
November 2010: Staff continued to augment member and non-member survey responses by printing
and mailing the OOA survey to a representative sample of members and non-members. On November
13, 2010, the OOA Executive Committee held a focus group with OU-COM Council officers and
student club presidents to discuss the student survey results and develop recommendations on how to
establish closer ties with OU-COM students.
December 2010/January 2011: Staff completed the overall environmental assessment report
consisting of: (1) Summary of industry and Ohio changes and trends, (2) summary of survey results; (3)
summary of board interviews, common themes; (4) proposed changes for the vision, mission, goals, and
(5) recommendations for redistricting and changes in governance based on board interviews, Northeast
Ohio focus group, student focus groups, and membership surveys.
January 2011: A third planning committee conference call was scheduled to allow committee members
to ask questions about the assessment report and prepare for the retreat.
February 5, 2011: The Planning Committee Retreat was scheduled to define objectives and refine
OOA Mission, Vision and Values to be followed by a conference call to approve changes, additions and
corrections resulting from the retreat.
March 6, 2011: The OOA Board Meeting was scheduled to approve the final report, proposed
amendments, resolutions, budget, etc. to meet deadlines for the OOA House of Delegates (resolutions,
budget, document amendments, etc.)
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OOA Board of Trustees Interviews
The following themes were identified from individual interviews with members of the OOA Board of
Trustees. As one board member observed: “Every professional organization has issues of membership
and engaging prospective members. There will always be those who will serve, but service to state and
national isn’t on everybody’s ‘to do’ list. Identify those willing and getting them involved is important.”
x

Service: Board members serve because they want to be informed about current issues, give back
to the profession, make a political impact on medicine, and network with other leaders around
the state. They are committed to service because they see it as an opportunity to make a
difference, want to protect what the profession has and accomplish more, and want to play a role
in policymaking.

x

Purpose: Board members believe the OOA should represent and advance the profession,
support members through advocacy and education, and facilitate networking so the profession
can accomplish collective goals.

x

Organizational Strengths: The OOA plays a key role in the American Osteopathic
Association, is effective in communication and advocacy efforts, and is successful in providing
strong role models for aspiring young physicians.

x

Board Effectiveness: The Board does a good job of focusing on important state and national
issues, addressing the needs and concerns of members, and providing role models for future
leaders in the profession.

x

Staff: The Board overall is satisfied with staff performance and, although there is always room
for improvement, could not cite any specific deficiencies.

x

Board Weaknesses: The Board needs to do a better job of reaching out to non-members,
recruiting future leaders, and getting members involved. It also needs to embrace technology to
improve communications and use time and financial resources more effectively.

x

Challenges: Competition for members among state, national, and specialty organizations; time
to serve as volunteers; health care system reform; effective communication with members;
student debt; the economy; and sound research to support OMT.

x

Osteopathic Concerns: All Board members are concerned about losing the osteopathic identity
and providing quality osteopathic residency programs to keep graduates connected to the
profession.

x

To be a successful association in 2015, the OOA must do the following:
o Accomplishments:
 More student involvement
 Increased membership, especially among DOs practicing at allopathic institutions
 Greater visibility and political influence
 Strong District Academies
 Improved practice environment and widespread adoption of technology
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o What will be different:
 Improved office efficiency
 Collaboration with the insurance industry and legal system
 More OOA staff and resources with greater member interaction
 More younger members involved
 More effective districts with involvement by physicians in rural areas
o New programs:
 More student programming
 More CME programs
 PLI discounts
 Assistance with medical home and EHR
 More emphasis on health and wellness initiatives
o What the OOA will be known for:
 Advocacy
 Excellence in service and leadership
 Physicians who serve patients
 A strong, unified voice
 An organization that has the best interest of its members at heart
o Most important partners:
 Our Members and Patients
 OU-COM, CORE and affiliated Hospitals
 The AOA and other osteopathic organizations
 District Academies
 State Medical Board
 MDs and Hospitals
 The State Legislature and the Ohio Congressional Delegation
o Needed to achieve:
 Increased membership and financial resources
 Cooperative relationships
 Member involvement
 Legislative contacts
 Strong presence on the OU-COM campus
o Challenges to overcome:
 Perception that we are the same
 Issues confronting new physicians in practice
 Member participation
 Time and reimbursement issues
 Recruitment of DOs by allopathic organizations
o Changes to enable success:
 Value for membership
 Refocus from individual gains to collective success
 Partnership with the insurance and legal communities
 Financial Stability
 Technology
 Communication
 Advocacy
 Education resources for students and patients
o Compelling reason to join:
 To have a collective voice and be involved
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 Osteopathic identify and practice support
 To promote member practices and protect their rights
 Only organization promoting the osteopathic profession
o Guiding principles:
 Identity, Value, Promotion
 Service, Integrity, Unity
 Service, Loyalty, Distinctiveness
 Service, Unity, Political Voice
 Identity, Unity, Professionalism
o Vision for the Future:
 To be strong as we are today, involving students and promoting service
 To be service oriented and provide members with the tools they need to be
successful
 Strong member participation, political activism, and loyalty to osteopathic
medicine
 To be a role model service organization consistently meeting and exceeding
member expectations
 90 percent membership, strong osteopathic family, and advocates for success

OOA Member, Non-member and Resident Surveys
Surveys were developed to identify what programs, services, and issues members and non-members
believe are most important. Initially, surveys were e-mailed to all members and non-members, who had
e-mail addresses on file. The e-mail response rate (98 members/56 non-members) was below
expectations, so printed surveys with a postage paid return envelopes were mailed to every fifth name on
both the member and non-member databases. As of January 4, 2011, a total of 197 member and 69 nonmember surveys have been completed. The total member response rate was 14%. Non-member
responses, on the other hand, are much less representative with a 4% response rate.

Member Survey Demographics
The member responses appear to be representative of the membership both geographically and by age
when compared to the membership chart on pages 8-9. Of the members responding to the survey
x 75% are in full time practice with most (60%) seeing patients more than 80 percent of the time
x 80% were men, and 30 percent have been members for 21-30 years, with 47% being members
for less than 20 years. (This indicates that the majority of members responding are physicians
who are in the prime of their careers).
x The highest percentage of members responding was from Franklin County (21%) followed by
other urban counties such as Montgomery (13.2%) Summit (6.6%) Stark (5.5%), Hamilton
(3.8%), and Mahoning (3.3%). (It is important to note that printed copies of the survey were
distributed and returned during OOA Academy visits to Columbus and Cincinnati, which may
account for a higher number of participants from Franklin and Hamilton counties.)
x 56% were in primary care specialties; and 44% were hospital-based specialists, providing good
insight on the needs and expectations of all OOA members.
x 95% are board certified with, 81% certified by the AOA, 7% certified only by ABMS, and 6%
certified by both AOA and ABMS. (This indicates that some ABMS trained physicians are
maintaining their ties with the OOA after graduation from allopathic residency programs).
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x
x
x

The majority (42%) have been in practice for 26 years or more, with 14% in practice 10 years or
less. (Therefore, the responses may over-represent the views of more established physicians.)
29% are in private group practices, 29% in solo practice and about 33 percent are employed by
groups; 5% are in a paid academic affiliated setting.
90% accept private insurance and 95% accept Medicare compared to only 82% who see
Medicaid patients.

Member Surveys Indicate:
x
x

x

x
x

x

x

Members belong because it is the right thing to do (41%) or because the OOA is the voice of the
osteopathic profession in Ohio (38%)
o Only 7.5% indicated that membership programs and services are most important
When ranking priorities for memberships, the OOA ranks as a distant third:
o AOA (63%)
o Specialty college/society (34%)
o OOA (6.5%)
Members prefer to receive information via email (62%) and do not regularly access the website.
In addition, some still prefer US mail (23%) and fax (13%). (It is important to note that the
percentage wishing to receive e-mail communications may be somewhat inflated due to the
method of the survey’s distribution. Those who responded to the survey by e-mail
overwhelmingly preferred email. This percentage dropped significantly after the survey was
distributed to the random sample using U.S. mail.)
Only 6.5% of respondents regularly use social networking tools. Only 25% would be likely to
use these tools if OOA started using them.
Most valuable communication tools are:
o Osteofax/Osteo E-news (44%)
o Email alerts and bulletins (38%)
o District academy communications (16%)
o Buckeye Magazine (14%)
OOA programs and services that respondents, in general, rank as valuable include:
o 86% rank education as important including Symposia, CME, residency support, licensure
support
o 56% rank advocacy efforts, including coalition representation, lobbying efforts, lawsuits,
state agency relations
o 36% rank public relations as important, including communications, donations/support,
media relations, Family Health radio series support, patient education materials
o 35% rank member services as important, including insurance programs, legal discount
services, practice management resources, discount vendors, physician placement/Medical
Opportunities in Ohio, business partners, physician referral
o 21% rank charitable contributions as important, including student activity support,
student loans, college support, osteopathic research support
Desired future programs and services include:
o More CME programs, more district conferences and related events (73%)
o Quality improvement programs that earn Osteopathic Continuous Certification (OCC)
credit (48%)
o Public campaigns to promote osteopathic medicine (35%)
o Enhanced Electronic Health Record resources and programs (27%)
o More legislative advocacy services and resources (27%)
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x

x

x

Respondents would like OOA to focus on the following advocacy efforts in the future:
o Healthcare and payment reform - at the national and state level (68%)
o Tort reform (30%)
o Scope of practice issues (18%)
o Quality improvement of practices (17%)
o Workforce and family physician shortage issues (16%)
o Electronic Health Records (15%)
o Patient Centered Medical Home (8%)
When asked for the single most important service or program OOA could provide to ensure
continued membership, the following suggestions were provided (only 21 answered):
o Nine identified CME
o Seven identified advocacy as important
o Two identified lower dues
76% of respondents believe that OOA should help with Patient Centered Medical Home
(PCMH) transformation

Non-Member Demographics
As stated previously, it is impossible to draw statistically valid conclusions from non-member surveys,
since the views stated represent only 4 percent of the non-members. Of the non-members responding:
x Almost 90 percent see patients on a full time basis.
x 69 percent of the respondents were men, similar to the gender breakdown for member responses
x Very few surveys were received from rural counties, the majority came from non-members in
Franklin County (17.9%), followed by Cuyahoga (9%), Montgomery (7%) and Summit, Stark
and Mahoning with approximately 5% each.
x 66% are primary care specialists who should be easier to recruit for OOA membership given the
traditional primary care focus of the association; the most negative comments concerning
experiences appear to come from specialists who have had problems meeting AOA Continuing
Medical Education requirements and see little value in osteopathic CME programs.
x 72% are AOA Board certified, once again indicating that a large number of OOA non-members
do belong to the AOA and national osteopathic specialty organizations.
x Most have been in practice for 11 – 20 years, with 22% less than that amount and 40% longer

Non-Member Surveys Indicate:
x
x

x
x
x
x

The majority of respondents were members of the OOA in the past
Most did not continue membership because of the expense and too many other organizations that
have required membership (86% are members of AOA and 61% are members of AOA specialty
society/college)
o However, 26% receive their CME from the Ohio Osteopathic Symposium
Most respondents are not active in their district academy. They would like to be, but simply
don’t have the time
A slight majority of respondents (54%) indicated that they find little value in maintaining a
district academy
Most have not visited the OOA website and will not utilize social networking sites in the future
There is a high importance placed on education, and 71% view that education should be the top
priority of the OOA
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x

x

Most are unfamiliar with the Patient-Centered Medical Home model but believe that the OOA
should assist its members in transforming their practices into PCMHs by offering resources and
information about it.
When asked what one thing that would increase likelihood of joining OOA, the following
responses were received (only 26 responded):
o Eleven indicated that they would be more likely to join if the membership fee was
decreased
o Four recommended need for clear benefit for joining.
o Two identified specific problems with OOA that drove them away from membership
Respondents would like OOA to focus on the following advocacy efforts in the future:
o Healthcare and payment reform - at the national and state level (64%)
o Tort reform (55%)
o Scope of practice issues (20%)
o Workforce and family physician shortage issues (18%)
o Quality improvement of practices (16%)
o Electronic Health Records (8%)
o Patient Centered Medical Homes (PCMH) (6%)

Resident Surveys
Resident surveys were the last to be circulated. Responses received included 36% first year; 21%
second year; 22% third year; 13% fourth year; and 6% from fifth years. A word of caution is necessary.
Resident surveys were distributed entirely by e-mail and, for the most part, only reached residents who
are in CORE affiliated programs. Therefore, the OOA must continue to find ways to reach osteopathic
physicians who are in Ohio ACGME programs.

Resident Surveys Indicate:
x

x
x
x

x

When asked what one reason might cause them to join the OOA, respondents reported:
o 39% said because OOA is the voice for the profession in Ohio
o 25% said because it is the right thing to do
o 19 % said because of networking opportunities
o 17% said because of the membership programs and services
79% prefer to receive communications via email, with little use of the website
40% might use social networking if the OOA used it, and Facebook is the primary social
networking medium used.
Communication tool preferences are:
o Email alerts/e-bulletins (45%)
o Buckeye magazine (13%)
o District academy communications (10%)
The programs and services provided by OOA in general that respondents rank as valuable
include:
o 81% rank education as important including Symposia, CME, residency support, licensure
support
o 46% rank members services as important, including insurance programs, legal discount
services, practice management resources, discount vendors, physician placement/Medical
Opportunities of Ohio, business partners, physician referral
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o 37% rank charitable contributions as important, including student activity support,
student loans, college support, osteopathic research support
o 35% rank advocacy efforts, including coalition representation, lobbying efforts, lawsuits,
state agency relations
o 32 % rank public relations as important, including communications, donations/support,
media relations, Family Health Radio series support, patient education materials
When asked what one program or service might ensure that they join OOA, responses included
(total of 14 responses)
o 3 identified some form of advocacy
o 3 identified some aspect of cost of membership
o 2 identified having OOA as source of useful information
Respondents would like OOA to focus on the following advocacy efforts in the future:
o Healthcare and payment reform - at the national and state level (74%)
o Tort reform (43%)
o Workforce and family physician shortage issues (26%)
o Scope of practice issues (20%)
o Quality improvement of practices (20%)
o Electronic Health Record (16%)
o Patient Centered Medical Home (PCMH) (8%)

Student Surveys
Laura Whitt met with first and second year students at OU-COM on September 30, 2010. She spoke to
the students about the Ohio Osteopathic Association, the Strategic Planning process, the importance of
student involvement and feedback and distributed and collected completed surveys from the students in
attendance. The survey was also e-mailed through the CORE to all third and fourth year students.
Approximately 28 surveys were completed by students from the A.T. Still University during a
Cincinnati Academy Official Family Visit in October.

Student Survey Demographics
x
x
x

85% of the surveys (169) were completed by OU-COM Students; the remaining surveys (15%)
came from third and fourth year students from other CORE affiliated COMs
The breakdown of surveys by class were: First year students (39%); second year students (26%);
third year students (22%) and fourth year students (13%)
The majority (55%) were women

Student Surveys Indicate:
x

x

The student programs and services provided by OOA that are of most value to students include:
o Lunch speakers (79%)
o Travel to and from DO Day on the Hill (68%)
o Assign mentors (68%) (in a separate question, 86% of respondents said they would like
to be matched with a mentor)
o Offer student shadowing experiences at the statehouse (55%)
o Student sessions at the Ohio Osteopathic Symposium (47%)
The programs and services provided by OOA in general that students rank as valuable include:
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x

x
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o 86% rank education as important including Symposia, CME, residency support, licensure
support
o 65% rank charitable contributions as important, including student activity support,
student loans, college support, osteopathic research support
o 53% rank member services as important, including insurance programs, legal discount
services, practice management resources, discount vendors, physician placement/Medical
Opportunities of Ohio, business partners, physician referral
o 51 % rank public relations as important, including communications, donations/support,
media relations, Family Health Radio Series support, patient education materials
o 49% rank advocacy efforts, including coalition representation, lobbying efforts, lawsuits,
state agency relations
Students would like OOA to focus on the following advocacy efforts in the future:
o Health care and payment reform - at the national and state level (68%)
o Quality improvement of practices (38%)
o Tort reform (35%)
o Scope of practice issues (30%)
o Workforce and family physician shortage issues (29%)
o Electronic Health Records (24%)
o PCMH (15.4%)
Reasons to join the OOA include:
o OOA is the voice of osteopathic medicine in Ohio (40%)
o Opportunity to network with peers and colleagues (25%)
o It is the right thing to do (19%)
o Membership programs and benefits (12%)
When asked to identify the one service or program that OOA can provide that would ensure
membership, the following responses were received (only 38 answered the question):
o 11 identified advocacy as most important; 4 of these included loan forgiveness as a
specific part of the advocacy
o 5 identified support for education
o 3 identified mentors
Note that only 63% knew that they were members of AOA and OOA (all students are members)
38% are members of AMA or OSMA
Their preferred method of communication is email; they do not use the OOA website regularly.
They ranked the primary communications tools in the following way:
o 55% ranked email alerts/e-bulletins as number one
o 14% ranked the OOA website as number one
o 11% ranked Osteofax/Osteo E-news as number one
o 4% ranked the Buckeye magazine as number one
o 4% ranked District Academy communications as number one
50% are likely or somewhat likely to use social networking tools to communicate with the OOA.
o Facebook was the preferred social networking tool
57% are very likely or likely to practice in Ohio, 36% are not sure, and 7% are unlikely to
practice in Ohio

OU-COM Student Leadership Forum
A focus group of first and second year student club leaders was held with members of the OOA
Executive Committee/Board, November 13, 2010, to discuss ways to improve the OOA’s visibility on
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campus. Students attending the session included: Brian Sammon, Valerie VanRavenswaag, Kevin
Swiatek, Carly Dent, Mark Postel, Tony Bianco, Jordan Brown, Kristin Cola, Stephanie DeAngelis,
Tanikka Toler, and LaQuatre Rhodes.

Recommendations Included:
x
x
x
x
x
x

Establish a mentoring program where students are assigned mentors in their second year, once
the CORE Hospital Assignment Process (CHAP) is complete.
Include an OOA Board of Trustees function during the first two weeks of student orientation in
the fall and have the trustees meet with the students in small groups.
Building on student interest in DO Day on the Hill, have an OOA mentor ride with students
during the bus trip to Washington, D.C.
OOA should partner with SOMA to assist in providing resources and incentives for membership.
Have an OOA representative present during “Student Rush” to help explain OOA membership.
The OOA Board should help promote those organizations which “look good” on student CVs.

Northeast Ohio District Academy Officers Forum
A brainstorming session was conducted with members of the OOA Board of Trustees and District
leaders from Akron-Canton, Cleveland, and Warren on October 2, 2010 at the Sheraton Suites Hotel in
Cuyahoga Falls, Ohio. OOA President Schield M. Wikas, DO convened the meeting. Participants
included: Robert L. Hunter, DO; Brian A Kessler, DO; John F. Ramey, DO; Albert M. Salomon, DO;
Victor D. Angel, DO; Ioanna Z. Giatis, DO; John C. Baker, DO; Jennifer J. Hauler, DO; Lili A. Lustig,
DO; Mark W. Postel, OMS II; Paul T. Scheatzle, DO; Craig Warren-Marzola, DO; Stuart B. Chesky,
DO; Stacy Pot (District 7); Charles D. Milligan, DO (District 8); Sharon L. George, DO (District 12);
Laura Whitt; and Jon Wills.
Laura Whitt gave an overview of the OOA strategic planning process and discussed preliminary results
from student, member, and non-member surveys. Jon Wills then reviewed a breakdown of OOA
members and non-members by county and presented an overview of District Academy responsibilities
as defined in the OOA Constitution and Bylaws. Trustees and Academy representatives then reported
on the status of their districts. Discussion focused on the following questions:
1.
2.
3.
4.
5.
6.

What should be the purpose of a district Academy?
How do you effectively network DOs, given the loss of traditional osteopathic hospitals?
How do districts recruit new members for the state and district?
What events and services should districts offer?
What is the role of districts in OOA leadership development?
Should the districts in NE Ohio be reorganized/combined to be more effective?
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Current OOA District Boundaries

The following points were made during the discussion:
x All districts are experiencing challenges – attendance, leadership, finances, and resources.
x Districts that are holding meetings regularly include Cleveland, Akron-Canton, Columbus,
Dayton, Toledo, Cincinnati, Sandusky, and Marietta. Most have a variety of social and
educational events.
x Districts that are not meeting at all include Lima, Warren, and Youngstown.
x Toledo has tried holding meetings outside of Lucas County to reach clusters of DOs in smaller
communities (i.e. Findlay).
x Toledo, Akron-Canton, and Cleveland sponsor an annual CME seminar. Columbus and Dayton
have seminars sponsored in conjunction with Doctors Hospital and Grandview.
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x

x
x

Districts are not focusing enough on students and physicians in training. There was consensus
that networking with students should be a major priority of all districts. Suggestions on how to
improve interaction with students included:
o Getting DMEs and trainers more involved in district councils
o Getting preceptors to bring students and residents to district meetings
o Having academy representatives attend orientation meetings with students and residents at
CORE sites
o Holding an annual social event to welcome students/residents to the program
o Using more social networking
o Networking more closely with CORE academic deans
o Developing virtual mentoring programs – (Craig Warren- Marzola, DO suggested modeling a
program after the Society of Hospital Medicine’s program)
o “Indoctrinate” students/residents on the importance of participating in district events
o Encouraging District Trustees to attend OU-COM graduation and Convocation
Stacy Pot, Executive Director of District 7, said districts are facing financial stress due to loss of
membership and loss of pharmaceutical support. She suggested having the OOA look at
equalizing dues, establishing field offices and providing support services to districts.
Warren and Youngstown agreed that they need assistance to consolidate and reorganize and are
open to OOA facilitating this effort.

Governance Issues
Board members identified the need for a change in governance as a priority in this plan. Reasons
include:
x
x
x
x
x

x
x
x

The current governance structure was developed in the 1940’s and is no longer pertinent to the
shifting DO population and referral patterns which now exist.
There is a wide variance of DO population in existing Districts, and representation per trustee
should be equalized if possible.
Grassroots connectivity is vital to the survival of any organization; osteopathic county societies
should be encouraged and developed wherever possible to provide networking opportunities.
The OOA Board must communicate by e-mail and other electronic means to be effective. All
OOA Board members must embrace and commit to using new communications technology such
as email and web conferencing.
The current size of the OOA Board and Executive Committee makes it difficult to communicate
on a timely and cost effective basis. Reduction in size should be accompanied by improvements
in the communication structure within and between districts to ensure DOs in all geographic
regions of the state are adequately informed and have an opportunity to participate.
OOA Board members need to be more connected to the CORE at the local level by being
involved with students, interns, residents, and CORE teaching sites. They also need to be more
connected to AOA policy development and should serve as Delegates to the AOA House.
The OOA House of Delegates should continue, but the size should be reduced to help districts
fill their delegations.
The role of District Academies and their dues structure must be redefined. Current district
executive directors must have a closer relationship with the OOA to better coordinate events,
share scarce resources, and improve communications. District events should be structured
around those recommended from the October 2010 District Officers Forum and be uniform
throughout the state. Recommendations included:
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x

o A student welcome event in the summer, planned in conjunction with the CORE
o A service event to give the profession visibility – could be supporting a local charity as a
major sponsor of an existing event (i.e. fun run, silent auction, dinner, etc.)
o One annual day long CME in the District, planned with the OOF
o One annual business meeting to elect officers and conduct business
o Consider having county osteopathic societies where there are clusters of DOs (Montgomery,
Lucas, Cuyahoga, Summit, Mahoning-Trumbull, Athens, Franklin, Washington, and
Hamilton counties, etc.); traditional networking dinners could be held in these locations.
o Reorganize district councils to be broad-based geographically with representatives from each
of the most populated counties in the District
o Hold District Council meetings by conference call to facilitate business and strengthen intradistrict communications.
Due to the date of the Ohio Osteopathic Symposium, the Committee should discuss the
following proposal to change the OOA Board meeting Calendar, considering other state,
national, and local meetings that are held on a regular basis:
o Pre House of Delegates meeting – First weekend in March (1)
o OOA House of Delegates without Board – Last weekend in April
o Summer Board meeting in conjunction with the AOA House in July (2)
o Early Board meeting in Athens with students shortly after orientation (3)
o Hold conference calls in October and January
o Hold annual legislative reception either as stand alone or with other associations

American Osteopathic Association’s Strategic Plan Goals
Coincidental to the OOA strategic planning process, the American Osteopathic Association has been
working on a revised national plan of its own since 2009. The AOA is strongly encouraging state
divisional societies and specialty affiliates to play a major role in implementation of the goals and
objectives identified by the national strategic planning process. Elements of the AOA plan are
organized into the acronym, “G.R.E.A.T Family of DOs”:

GOVERNANCE, RESEARCH, EDUCATION, ADVOCACY, TEAMWORK AND FAMILY
AOA Trustee Robert S. Juhasz, DO, who is a member of the OOA Strategic Planning Committee, is also
a member of the AOA Strategic Planning Committee, and William J. Burke, DO, also an AOA Trustee,
have been assigned implementation responsibilities for some of the plan’s objectives. Stressing the
theme of teamwork and family, representatives of state divisional societies and specialty affiliates were
invited to participate in a retreat with the AOA Board of Trustees held October 23, 2010, during the
Osteopathic Medical Education Conference in San Francisco, to discuss a collaborative approach to
implementing recommendations contained in the plan. OOA representatives participating included Drs.
Burke and Juhasz, and George Thomas, DO as well as Brian A. Kessler, DO and Jon F. Wills. The
goals and objectives of the national plan include the following:

Governance
Maintain an optimal organizational structure that enables the AOA to meet its mission.
The objectives call on the AOA, with input from affiliates, to analyze the practice environment every
three years to improve the AOA governance structure, with a particular focus on addressing ethical
standards and physician-patient relationships.
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Research
Advance Osteopathic Medicine and communicate about our profession through research.
Specific objectives include: (1) seeking internal and external funding sources for research; (2) increasing
use of the Clinical Assessment Program – Physician Quality Reporting Initiatives through partnerships
with the state associations; and (3) evaluating the feasibility of a coordinated Osteopathic Research
Center network, and a possible profession-wide focus on obesity.

Education
Position the continuum of osteopathic medical education into the medical education system of
choice by:
GOAL ONE: Culturally instill osteopathic medical students. Specific objectives include: (1)
incentivizing osteopathic colleges to produce graduates who choose OGME programs and recognize
colleges that have the best track record in producing graduates that choose OGME and primary care
career tracks; and (2) working with college chapters of the Council of Student Government President
(COSGP); Student Osteopathic Medical Association (SOMA); and the American Medical Students
Association to develop a social media conduit.
GOAL TWO: Position OGME as the resource of choice for osteopathic. The AOA Department of
Education plans to: (1) survey DOs to identify their perceptions of GME programs, both osteopathic and
allopathic, determine when and where those perceptions were formed, and prepare a report with review
of previous findings and critical analysis of each previous study’s predictive limitations; (2) expand the
number of AOA-approved OGME Training program by 15 percent; (3) conduct research to identify
traits in COM graduates who matched into their first choice of residencies; and (4) provide debt
repayment strategies to help COM students and practicing physicians.
GOAL THREE: Reengineer the osteopathic CME system to meet the needs of all stakeholders.
The Committee on CME will (1) define the purposes of Category 1-A credit and relay that to the
profession by March 2011 for distribution through divisional societies; (2) redefine Category 1-A
Internet-based CME and encourage web-based CME through revenue sharing models; and (3) develop
options for members in smaller specialties and subspecialties to meet Category 1-A CME requirements
and encourage joint sponsored program. (See Internet CME Pilot Model diagram on the next page.)
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Advocacy
GOAL ONE: Influence the development and implementation of health system reform. The AOA
intends to (1) comment on all proposed federal regulations relevant to osteopathic medicine; (2)
nominate DOs for all relevant advisory panels; (3) develop a network of state advocacy champions in all
50 states; and (4) ensure an ongoing member communications program about advocacy efforts.
GOAL TWO: Increase public awareness of the osteopathic medical profession. The AOA intends
to: (1) develop pilot marketing programs to increase awareness of DOs, AOA and state memberships;
(2) Collaborate with student affiliates to promote the osteopathic profession at the grassroots level; and
(3) increase the number of visits to the AOA Website.
GOAL THREE: Advocate for and protect DO practice rights and viability. The AOA intends to
(1) implement a practice management program; (2) continue osteopathic input into CPT/RUC; and (3)
advance international DO practice rights.

Teamwork
GOAL: Strengthen our partnerships with osteopathic affiliates. The AOA plans to work with
affiliates to (1) develop cooperative agreements; (2) institute a formal, enhanced, bi-directional
communication plan; and (3) educate members about osteopathic continuous certification (OCC) in
order to be compliant with maintenance of licensure (MOL) requirements.
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Family
GOAL: Cultivate affinity to the AOA and osteopathic family by focusing on development of
personal and professional relationships. The AOA intends to (1) create an osteopathic culture at
COMs with campus champions, dean support and student leadership to increase visibility and exposure
to state societies and specialty affiliates; (2) provide financial support of SOMA membership initiatives;
(3) increase visibility participation and connections between student leaders and the AOA Board, state
and specialty society leaders and the Council of Interns and Residents; (4) increase professional
awareness of AOA advocacy efforts through integrated marketing plan to encourage participation in
advocacy initiatives such as DO Day on the Hill, town hall meetings, web casts and letter-writing
campaigns; and (5) cultivate a continuum of the osteopathic culture with a focus on 3rd and 4th year
students, interns, residents and new physicians in practice by:
x Establishing groups for intern/residents and new physicians in practice in each state and specialty
society to network with the AOA’s Council of Interns and Residents and the AOA’s Council of
New Physicians in Practice
x Develop and implement a marketing plan for AOA’s Council of Interns and Residents A DO
Student’s Guide to Residency: Where Does it End? to students
x Revise the “Opportunities” web site to make the osteopathic residency program choice more
useful and user-friendly with accurate, up-to-date information and enhanced features
x Identify, develop, and provide mechanisms to share unique education programs about such topics
as residency training and board certification options and mentoring programs to recruit premedical students to osteopathic medical schools
x Annually provide information on Resolution 42 and Resolution 56 to encourage students/graduates
to stay involved in the AOA and the osteopathic profession
x Partner with SOMA to annually survey 3rd and 4th year students to determine awareness of
osteopathic principles and practice and ensure exposure during their rotations
x Develop survey to annually measure awareness of ACGME-training approval pathways; and
x Increase communications and electronic engagement of students, interns, residents and new
physicians in practice with AOA osteopathic family by:
o Identifying resources and create website links for the above groups
o Developing a student clearinghouse as an online student resource center
o Involve members of the Council on Student Affairs, the Council of Intern and Residents and
the Council of New Physicians in Practice to participate in design and navigational testing of
the new websites
o Creating a social networking plan through use of social media using resources such as
SOMA leaders, Face book page, osteobook.net
o Expanding and enhancing iLEARN Osteopathic Mentor Program to facilitate mentor/mentee
connections at meetings/receptions to encourage face-to-face interactions

Conclusions
Summary Strengths
x

Osteopathic medicine remains strong in Ohio.
o Number of osteopathic physicians
o Quality of OU-COM education
o Osteopathic foundations
o Centers for Osteopathic Research and Education
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x

x
x
x
x
x
x

o OOA and OU-COM Collaboration on CME
o Osteopathic research
o Public outreach through the Family Health Radio Program
o OOA, OU-COM, and CORE relationships
The OOA is perceived as a critical player in state health care reform efforts.
o Invited participant in key health reform committees and activities
o Has established partnerships with state agencies and allied health professions
o Works closely with the Ohio State Medical Board and can play a key role in MOL
The OOA is well connected with the AOA.
A large number of members are committed to remaining members because it is the right thing to
do or because the OOA represents the voice of osteopathic medicine.
The OOA has a long history of working with OU-COM students, and has already established or
initiated many of the objectives outlined in the AOA strategic plan.
The number of HFAP accredited hospitals in Ohio is growing due to dissatisfaction with Joint
Commission.
OOA’s emphasis on education, advocacy, and tort reform appears to be in line with the
perceived needs of members and non-members.
OhiOne links all of the CORE sites with state of the art conferencing capability, which could
facilitate OOA Board and Committee meetings and be utilized for statewide continuing medical
education conferences.

Summary Weaknesses
x
x
x
x
x
x
x
x
x
x
x
x
x

Less than half of Ohio’s DOs are members of OOA.
There is insufficient networking with 3rd and 4th year students and residents to help them stay
connected with the OOA and understand the benefits of membership in OOA.
Membership dues are perceived by many DOs as being too costly.
Institutional support through the OOHA is waning as the result of the sale and merger of
osteopathic hospitals and the retirement of hospital CEOs who have had a connection with the
osteopathic profession.
DOs are actively recruited by hospitals in locations where existing district academies have little
or no presence.
The OOA concentrates on educational programs and policies that promote primary care
physicians without responding to the needs of osteopathic specialists.
More OU-COM graduates are going into allopathic residency programs where they lose
connectivity with the osteopathic profession and receive few incentives to return to AOA/OOA
organizations.
Many osteopathic students still perceive allopathic training programs as having more value; the
number of AOA approved postdoctoral training programs is still insufficient to provide enough
slots for all osteopathic medical graduates.
OOA Districts lack the resources to build membership and network with DOs in rural counties.
State and national mentoring programs are insufficient to meet the expectations of students.
Members appear to want electronic communications, but are not using the OOA Web Site.
The profession lacks an adequate number of trained preceptors and mentors to serve as role
models for osteopathic students.
OOA is limited in its ability to reach DO residents in Ohio ACGME training institutions.
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Summary Threats
x
x

x

x
x
x

Needed health care reform activities may not achieve outcomes desired by OOA members.
Members do not perceive the urgency of educating themselves about and transforming their
practices for:
o HIT implementation, including EHRs and e-prescribing
o Quality Improvement and use of the AOA’s CAP Program
o Transparency and practice comparison
o Patient centered medical home
Stagnant membership may impact OOA’s long-term sustainability.
o Increase in physicians employed by large groups and institutions that do not see the
benefit of OOA membership
o Competition for membership investment, with other organizations having higher
priorities, i.e. the AOA and specialty societies
o Allopathic organizations aggressively solicit DOs for membership in their organizations
and have more staff and resources for membership development
State budget cuts may lead to higher student tuitions and larger student debt which discourages
OOA membership.
OU-COM may lose its reputation as a national leader in training primary care physicians.
Districts lack resources to provide effective networking with DOs in outlying areas and students
and residents.

Summary Opportunities: Recommended Strategic Goals
o The current vision and mission statements appear to be comprehensive and pertinent and are a
suitable framework for the OOA Strategic Plan.
o The American Osteopathic Association’s strategic plan acronym should provide the framework for
the goals in Ohio’s plan, i.e. Ohio’s G.R.E.A.T. Family of DOs.
GOVERNANCE
GOAL: Update the OOA Governance structure to reflect current needs
Note: The OOA Board of Trustees discussed draft proposals relating to restructuring the
governance of the association during its November 8, 2010, meeting in Athens, Ohio, based on
the District Forum held in Akron and looking at current DO geographic distribution in Ohio.
Following discussion, the Board instructed the OOA Executive Director to draft possible
constitution and bylaws amendments to incorporate the concepts listed below. In addition the
Board requested the Strategic Planning Committee discuss proposed amendments to the OOA
Governance Structure in more detail during its 2011 Strategic Planning Retreat. District
consolidation and the reduction of operating expenses associated with a more streamlined OOA
Governance Structure should help provide additional resources to build membership and
improve networking with DOs in rural counties. The Planning Committee should consider the
Ohio Payment Reform Regional Map on the next page as a possible template for redistricting.
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Recommended Objectives:
1. Reduce the Number of Districts from 11 to 6 (or possibly 8).
x Northwest Ohio – with county medical societies in Toledo, Sandusky, and Lima
x Northeast Ohio – with county medical societies in Cleveland, Akron, and Youngstown –
Warren (or as an alternative continue to have three districts in this area)
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x
x
x
x

Central Ohio (Columbus)
West Central (Dayton)
Southwest (Cincinnati)
Southeast - with county societies in Athens, Marietta, Scioto and possibly Muskingum
counties
2. Reduce the OOA Executive Committee from 12 to 5.
x President
x President-Elect
x Vice President
x Treasurer
x Immediate Past President
x Make OOHA President/OU-COM Ex officio members without vote
3. Reduce the current size of the OOA board from 23 to 17.
x One trustee per district, except Northeast Ohio, which would have 3 (8)
x Five Executive Committee Members (5)
x Resident Member (1)
x Student Member (1)
4. Continue the OOA House of Delegates, but reduce size by having one delegate per 15
members in the district instead of 10 to make it easier to fill delegations. This would change
allocations for existing districts as follows:
District
District 1 (Toledo)
District 2 (Lima)
District 3 (Dayton)
District 4 (Cincinnati)
District 5 (Sandusky)
District 6 (Columbus)
District 7 (Cleveland)
District 8 (Akron-Canton)
District 9 (Marietta)
District 10 (Youngstown)
District 12 (Warren)
Total

Current Allocation
(One Delegate per 10)
8
4
22
5
6
30
14
20
9 plus OU-COM student
6
5
130

Revised Allocation
(One Delegate per 15)
5
3
15
3
4
20
9
13
7
4
3
86

5. Reorganize District activities to include the following in each:
x A student welcome event in the summer, planned in conjunction with the CORE
x A service event to give the profession visibility – could be supporting a local charity as a
major sponsor of an existing event (i.e. fun run, silent auction, dinner, etc.)
x One annual day long CME in the District, planned with the OOF
x One annual business meeting to elect officers and conduct business
x Consider having county osteopathic societies where there are clusters of DOs
(Montgomery, Lucas, Cuyahoga, Summit, Mahoning-Trumbull, Athens, Franklin and
Hamilton counties, etc.)
x Reorganize district to be broad-based geographically with representatives from each of
the most populated counties in the District
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x

Hold District Council meetings by conference call to facilitate business and strengthen
intra-district communications.
6. Change the OOA Board Calendar to the following:
x January – OOA Board Conference Call/ Ohio ACOFP Board Meeting
x March (First Weekend) - Nominating Committee Interviews Meeting/ Resolutions
Committee/Executive Committee/ Board of Trustees (Budget, Resolutions, etc.)
x April (Last Weekend) – Executive Committee/OOA House of Delegates/ Ohio ACOFP
Board/Foundation/OOPAC
x July – OOA Board of Trustees Meeting/AOA House of Delegates
x August – OHA/OSMA/OOA Retreat (President only)/OOA officer involvement OUCOM Orientation/Convocation/Student Rush
x September – OOA Executive Committee
x October – Ohio ACOFP Board
x November – OOA Board meeting at OU-COM
Ohio DOs By District By Counties Within Districts
County

District 1
Defiance
Fulton
Hancock
Henry
Lucas
Seneca
Williams
Wood
TOTALS
District 2
Allen
Auglaize
Hardin
Mercer
Paulding
Putnam
Van Wert
TOTALS
District 3
Butler
Champaign
Clark
Clinton
Darke
Greene
Logan
Miami
Montgomery
Preble
Shelby
Warren
TOTALS

Number
of DOs

Number of Number of Primary Care
Members
NonPhysicians
Members

Specialists

Under 40 40 and Over

9
3
16

2
2
7

7
1
9

8
3
13

1
0
3

6
1
4

3
2
12

113
2
2
30
175

55
1

58
1
2
14
92

80
2

47

25
131

33
0
2
5
44

66
2
2
13
100

33
6
4
7
4
2
4
60

24
4
3
5
3
2
2
43

18
4
0
1
0
0
1
24

9
2
1
1

2
17

15
2
4
6
4
2
3
36

41

13

28

29

21
8
8
42
18
21
273
10
10
53
505

7
2
5
23
10
11
145
10
9
24
259

14
6
3
19
8
10
128

18
2
6
23
12
16
134
8
6
42
290

12
0
3
6
2
19
6
5
139
2
4
11
209

16
83

9
2
1
2
1

1
29
246
38

17
75

1
14
16
3
1
9
5
53
1
15
103

24
4
3
6
4
2
3
46
25
0
18
7
8
33
18
16
220
10
9
38
402
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County

District 4
Adams
Brown
Clermont
Hamilton
Highland
Pike
TOTALS
District 5
Erie
Huron
Ottawa
Sandusky
TOTALS
District 6
Ashland
Crawford
Delaware
Fairfield
Fayette
Franklin
Hocking
Knox
Licking
Madison
Marion
Morrow
Perry
Pickaway
Richland
Ross
Scioto
Union
Wyandot
TOTALS
District 7
Ashtabula
Cuyahoga
Geauga
Lake
Lorain
TOTALS
District 8
Coshocton
Holmes
Medina
Portage
Stark
Summit
Tuscarawas
Wayne

Number
of DOs

Number of Number of Primary Care
Members
NonPhysicians
Members

1
6
7
113
4
4
135

1
2
4
35
3
4
49

70
23
8
20
121
6
20
51
37
2
527
9
10
51
13
6
4
6
15
28
42
38
14
1
880

Specialists

Under 40 40 and Over

86

5
6
62
4
4
81

1
1
1
51
0
0
54

31
17
5
9
62

39
6
3
11
59

44
13
7
14
78

26
10
1
6
43

4
6
19
20

345

2
14
32
17
2
324
4
3
35
8
3
2
4
9
18
29
22
5
1
535

5
14
39
30
2
307
9
7
35
12
3
4
6
11
10
27
30
11
1
563

1
6
12
7
0
220
0
3
16
1
3
0
0
4
18
15
8
3
0
317

257

6
17
34
26
2
366
6
6
39
10
5
3
6
10
23
27
24
12
1
623

21
368
33
45
67
534

5
81
10
18
28
142

16
287
23
27
39
392

13
211
24
32
52
332

8
157
9
13
15
202

3
129
11
9
29
181

18
239
22
36
38
353

5
2
27
31
157
268
21
26

4

1
2
20
23
84
164
10
11

5
2
19
24
97
185
14
20

0
0
8
7
60
83
7
6

8
8
33
89
5
4

5
2
19
23
124
179
16
22

203
5
7
16
5
3
2
1
6
10
13
16
9

7
8
73
104
11
15

4
3
78
1

39

3
33
1
3
40
16
8
6
30

3
17
11
161
3
4
12
3
1
1
5
5
15
14
2

1
6
4
80
3
1
95
54
15
8
14
91
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County

Number
of DOs

TOTALS
District 9
Athens
Belmont
Gallia
Guernsey
Jackson
Lawrence
Meigs
Monroe
Morgan
Muskingum
Noble
Vinton
Washington
TOTALS
District 10
Carroll
Columbiana
Harrison
Jefferson
Mahoning
TOTALS
District 12
Trumbull
TOTAL

Number of Number of Primary Care
Members
NonPhysicians
Members

Specialists

Under 40 40 and Over

537

222

315

366

171

147

390

94
10
16
10
16
8
1
2
1
26
3
3
36
226

62
2
2
3
5
1
1
1

32
8
14
7
11
7

66
9
10
9
15
8
1
2
1
17
3
3
21
164

28
1
6
1
1
0
0
0
0
9
0
0
15
61

15
1
2
5
2

1
7
41

79
9
14
5
14
8
1
1
0
20
3
2
29
185

2
7
0
2
39
50

6
1
2
25
34

4
31
0
8
106
149

24
24

14
14

83
83

12
1
1
17
108
2
12
1

1
1
14
2
2
19
118

4
37
1
10
131
183

2
25

44
59

10
87
124

2
30
1
8
92
133

97
97

53
53

44
44

73
73

1
1
6

7. AOA House of Delegates – Designate that the 13 officers and board members (excluding the
student, resident, OOHA Member and OU-COM Dean) as ex-officio delegates to the AOA
House, with the remainder to be elected by the OOA House of Delegates.
8. Consider making the current district executive directors OOA field representatives with one
in each region. Consider whether dues can be equalized so they are the same in all districts.
District (11/12/10)

Members

NonPercent
Interns/
Students
Members Members Residents
District 1 (Toledo)
83
92
47%
72
9
District 2 (Lima)
43
17
72%
0
District 3 (Dayton )
259
246
51%
177
24
District 4 (Cincinnati)
49
86
36%
27
14
District 5 (Sandusky)
62
59
51%
16
8
District 6 (Columbus)
345
535
39%
243
50
District 7 (Cleveland)
142
392
26%
220
25
District 8 (Akron-Canton) 222
315
41%
136
25
District 9 (Marietta)
108
118
48%
21
289
District 10 (Youngstown) 59
124
32%
3
6
District 12 (Warren)
53
44
54%
32
3
Total
1425
2028
41%
947
453
*Assumes all members are regular district members; To equalize, each would pay $155.
40

Current Dues
Amount
$150
$ 10
$230
$ 46
$100
$180
$220
$150
$ 10
$100
$125
194,966*
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RESEARCH
GOAL: Strengthen osteopathic research in Ohio
Recommended Objectives:
1. The OOA should continue to work closely with the Ohio University College of Osteopathic
Medicine and Ohio’s independent osteopathic-related foundations to encourage and promote
a research culture, particularly focused on osteopathic practice and principles.
2. The OOA must better promote current OU-COM research activities to the public and to
Ohio’s policy makers.
3. Improve the Ohio Osteopathic Symposium.
x Be a showcase for research and continue efforts to increase participation in and the
regional reach of the OOA/CORE poster contest
x Feature presentations on the results of national osteopathic research projects
4. The OOA should be a key partner in the AOA’s efforts to increase utilization of the Clinical
Assessment Program – Physician Quality Reporting Initiative (CAP-PQRI) to at least 400
participants through partnership with state associations and specialty colleges, and should
work closely with William J. Burke, DO to achieve this objective.
5. Based on (1) the Osteopathic Heritage Foundation’s commitment to reducing obesity; (2) the
recent addition of Andrew W. Wapner, DO as obesity coordinator for the Ohio Department
of Health; and (3) the college’s leadership role in diabetes related treatment and research, the
OOA should focus on obesity and diabetes as priority public health issues and promote
activities underway.
6. The OOA should work closely with the Cleveland Clinic to promote activities of Leonard
Calabrese, DO, the Brentwood Foundation’s Osteopathic Research Chair.
EDUCATION
GOAL 1: Culturally instill osteopathic medical students
Recommended Objectives:
1. The OOA should work with Robert S. Juhasz, DO, to foster student commitment to
osteopathic training institutions and address student concerns regarding quality. This
requires working closely with the AOA and the CORE to improve student perception of
OGME by promoting continuous quality improvement among DOs serving as preceptors as
well as conducting on-going student needs assessments.
2. The OOA should foster closer relationships with DO residents in Ohio ACGME programs to
keep them as OOA members after graduation.
3. The OOA should facilitate interaction between students and osteopathic specialists who can
serve as role models.
GOAL 2: Position OGME as the resource of choice for osteopathic physicians
Recommended Objectives:
1. OOA should monitor reports and studies from the AOA Department of Education and
implement recommendations in Ohio.
2. The OOA should work with the CORE to expand residency programs where appropriate,
seek new funding sources to pay faculty, and establish a medical home teaching and
reimbursement model that emphasizes and rewards primary care.
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3. OOA should increase efforts to communicate with DOs in Ohio ACGME training programs
to encourage membership in the OOA after completion of their training.
GOAL 3: Reengineer the osteopathic CME system to meet the needs of all stakeholders
Recommended Objectives:
1. The OOA should work with the Foundations, Ohio University College of Osteopathic
Medicine and the CORE to establish the Ohio Osteopathic Symposium as the premiere state
osteopathic research and education conference in the country.
2. OOA should work with the Districts and the CORE to increase the number, types and
geographical locations of osteopathic CME programs.
3. OOA should work with the Districts and the CORE to increase the number, types and
geographical locations of CME programs for osteopathic specialists.
4. OOA should work with OU-COM to develop a series of internet based CME programs to
meet the needs of osteopathic specialists.
5. OOA should develop CME programs to support the CAP Program, E-Prescribing, Quality
Improvement and the Medical Home Concept.
6. OOA should work with the AOA and the Ohio State Medical Board to become a leader in
Osteopathic Continuous Certification and Maintenance of Licensure pilot projects.
7. OOA should update the OSMB approved mandatory CME program to conform with 2011
revisions to the AOA program.
ADVOCACY
GOAL: Continue to advocate for health care reform, representing the needs and rights of
osteopathic physicians
Recommended Objectives:
1. OOA should continue to play a prominent role in healthcare reform activities by seeking or
retaining positions on various state councils and initiatives. These include, but are not
limited to, the Health Care Coverage and Quality Council and the Health Benefits Exchange
Planning Committee.
2. OOA should convene a Payment Reform Committee consisting of the OOA members who
attended the Payment Reform Summit, December 3, 2010, to play a continuing role in health
care reform. These include: Richard J. Snow, DO, Craig Warren-Marzola, DO; Christopher
J. Loyke, DO; Douglas W. Harley, DO; Jay H. Shubrook, Jr., DO; & Robert L. Hunter, DO.
3. OOA should continue to work with Peter A. Bell, DO, OOA health policy chair, to establish
a health policy rotation for OU-COM students and CORE residents.
4. OOA should strive to have a DO testify on all legislation of importance to the profession.
Graduates of the AOA Health Policy Fellowship Program should be utilized to provide
expert testimony.
5. OOPAC should continue to participate in legislative receptions and campaign to increase
individual contributions; OOPAC should recruit at least one DO to serve as a liaison with
each state Senator and Representative.
6. OOA should work with the AOA to increase professional awareness of AOA advocacy
efforts through an integrated marketing plan to encourage participation in advocacy
initiatives such as DO Day on the Hill, town hall meetings, web casts and letter-writing
campaigns.
7. OOA should continue to participate in amicus brief filings to support tort reform.
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8. OOA should improve advocacy communications with members.
PUBLIC AWARENESS
GOAL: Increase public awareness of and appreciation for osteopathic medicine
Recommended Objectives:
1. OOA/OOF should increase support for the Family Health Radio program and promote its use
by Ohio stations.
2. OOA should work with OU-COM to improve media relations and increase media coverage
of the osteopathic profession.
3. OOA should work with OU-COM to promote National Osteopathic Medicine (NOM) Week.
4. OOA should continue to improve and promote visits by members and the public to the OOA
Web Site.
5. OOA should continue to define and promote the “osteopathic difference” and ensure that
osteopathic physicians practice quality medicine.
FAMILY
GOAL: Cultivate affinity to the OOA and osteopathic family by focusing on development of
personal and professional relationships
Recommended Objectives:
1. OOA should focus on increasing membership by at least two (2) percent each year.
2. OOA should update membership marketing materials.
3. OOA should foster a closer relationship with students by implementing recommendations
from the various district and student focus groups:
 OOA should focus on increasing membership in SOMA and strengthening
relationships with the SOMA chapter at OU-COM.
 OOA should increase visibility, participation and connections between student leaders
and representatives from AOA Board of Trustees, state and specialty society leaders
and Council of Interns and Residents.
 OOA should implement a comprehensive mentoring program based on suggestions
made at the Student Leadership Forum.
 OOA should strengthen web content for students and residents and increase visits to
the OOA Web Site.
 OOA should continue to assist students with Resolution 42 and 56 upon request.
 OOA should establish an OOA Board or Executive Committee presence on campus
during the first two weeks of student orientation in the fall.
 Have an OOA representative present during “Student Rush” to help explain OOA
membership.
 OOA should identify key contacts in each OU-COM graduating class to help recruit
non-members from their classes.
4. OOA should strengthen relationships with the Ohio Resident Advisory Committee and
provide practice management programs through a newly organized OOA Council on New
Physicians in Practice.
5. OOA should provide social media opportunities for the profession through Facebook and
also pilot Phyzoom through District 6 as a unique osteopathic social network.
6. OOA should work with the AOA to create a social networking plan through use of social
media using resources such as SOMA leaders, Facebook page, and osteobook.net.
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Appendix 1: AOA Approved Internship and Residency Programs in Ohio
125269
125271
125272
125274
125275
125276
125279
125280
125281
125282
138307

Program
OUCOM/St John Medical Center - Internship Training
Firelands Regional Medical Center Main Campus - Internship Training
OUCOM/Doctors Hospital - Internship Training
OUCOM/Grandview Hosp & Med Ctr - Internship Training
OUCOM/Affinity Medical Center - Internship Training
OUCOM/O'Bleness Memorial Hosp - Internship Training
Summa Western Reserve Hospital - Internship Training

Mercy St Vincent MC - Internship Training

188635
126172
126173
158099
173183
173208
169831
183216
187707
126123
126124
126125
126126

Sandusky
Columbus
Dayton
Massillon
Athens
Cuyahoga Falls

Toledo

St Joseph Health Center - Internship Training

Warren

University Hospitals Richmond Medical Center - Internship Training

Program
175833

Westlake

Warrensville
Heights

South Pointe Hosp - Internship Training

OUCOM/SUMMA/Akron City Hospital Family Practice Residency
South Pointe Hosp/Akron Children's
Medical Center - Pediatric Anesthesiology
Fellowship
OUCOM/O'Bleness Memorial Hosp Family Practice Residency
OUCOM/O'Bleness Memorial Hosp Obstetrics & Gynecology Residency
OUCOM/O'Bleness Memorial Hospital Dermatology Residency
OUCOM/O'Bleness Memorial Hospital Neuromusculoskeletal Med + 1 Residency
LECOM/Aultman Hospital - Family
Practice Residency
OUCOM/Metro-Health Medical Center Family Practice Residency
OUCOM/Metro-Health Medical Center Internal Medicine Residency
OUCOM/Fairview Hospital - Family
Practice Residency
OUCOM/Doctors Hospital Anesthesiology Residency
OUCOM/Doctors Hospital - Diagnostic
Radiology Residency
OUCOM/Doctors Hospital - Emergency
Medicine Residency
OUCOM/Doctors Hospital - Family

City

Richmond Heights

Specialty

City

Family Practice and OMT

Akron

Pediatric Anesthesiology

Akron

Family Practice and OMT

Athens

Obstetrics & Gynecology

Athens

Dermatology

Athens

Neuromusculoskeletal Med + 1

Athens

Family Practice and OMT

Canton

Family Practice and OMT

Cleveland

Internal Medicine

Cleveland

Family Practice and OMT

Cleveland

Anesthesiology

Columbus

Diagnostic Radiology

Columbus

Emergency Medicine

Columbus

Family Practice and OMT

Columbus
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Program
126128
126129
126130
126131
126132
126133
126134
126135
126136
137464
156876
167066
167220
169619
169620
126180
126183
126184
126186
126187
126144
126146
126147
126149
126150
126151
126152

Practice Residency
OUCOM/Doctors Hospital - Internal MedEmergency Med Residency
OUCOM/Doctors Hospital - Internal
Medicine Residency
OUCOM/Doctors Hospital - Neurological
Surgery Residency
OUCOM/Doctors Hospital - Obstetrics &
Gynecology Residency
OUCOM/Doctors Hospital - Otolaryn &
Facial Plastic Surg Residency
OUCOM/Doctors Hospital Ophthalmology Residency
OUCOM/Doctors Hospital - Orthopedic
Surgery Residency
OUCOM/Doctors Hospital - Pediatrics
Residency
OUCOM/Doctors Hospital - SurgeryGeneral Residency
OUCOM/Doctors Hospital - Critical CareSurgery Fellowship
OUCOM/Doctors Hospital/Children's
Hospital - Pediatric Radiology Fellowship
OUCOM/Doctors Hospital - General
Vascular Surgery Residency
OUCOM/Doctors Hospital - Plastic &
Reconstructive Surg Residency
OUCOM/Doctors Hospital - Cardiology
Fellowship
OUCOM/Doctors Hospital - PulmonaryCritical Care Fellowship
Summa Western Reserve Hospital Dermatology Residency
Summa Western Reserve Hospital - Family
Practice Residency
Summa Western Reserve Hospital Internal Medicine Residency
Summa Western Reserve Hospital Orthopedic Surgery Residency
Summa Western Reserve Hospital Surgery-General Residency
OUCOM/Grandview Hosp & Med Ctr Anesthesiology Residency
OUCOM/Grandview Hosp & Med Ctr Diagnostic Radiology Residency
OUCOM/Grandview Hosp & Med Ctr Emergency Medicine Residency
OUCOM/Grandview Hosp & Med Ctr Family Practice Residency
OUCOM/Grandview Hosp & Med Ctr General Vascular Surgery Residency
OUCOM/Grandview Hosp & Med Ctr Internal Medicine Residency
OUCOM/Grandview Hosp & Med Ctr Neurology Residency

Specialty

City

Internal Med-Emergency Med

Columbus

Internal Medicine

Columbus

Neurological Surgery

Columbus

Obstetrics & Gynecology

Columbus

Otolaryn & Facial Plastic Surg

Columbus

Ophthalmology

Columbus

Orthopedic Surgery

Columbus

Pediatrics

Columbus

Surgery-General

Columbus

Critical Care-Surgery

Columbus

Pediatric Radiology

Columbus

General Vascular Surgery

Columbus

Plastic & Reconstructive Surg

Columbus

Cardiology

Columbus

Pulmonary-Critical Care

Columbus

Dermatology

Cuyahoga Falls

Family Practice and OMT

Cuyahoga Falls

Internal Medicine

Cuyahoga Falls

Orthopedic Surgery

Cuyahoga Falls

Surgery-General

Cuyahoga Falls

Anesthesiology

Dayton

Diagnostic Radiology

Dayton

Emergency Medicine

Dayton

Family Practice and OMT

Dayton

General Vascular Surgery

Dayton

Internal Medicine

Dayton

Neurology

Dayton
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Program
126154
126155
126157
126158
126159
126162
126164
138369
162642
169699
181007
181008
187474
187721
189055
197020
126169
126170
126171
126207
181600
132533
138370
139090
147581
152417
181944

OUCOM/Grandview Hosp & Med Ctr Neurological Surgery Residency
OUCOM/Grandview Hosp & Med Ctr Obstetrics & Gynecology Residency
OUCOM/Grandview Hosp & Med Ctr Otolaryn & Facial Plastic Surg Residency
OUCOM/Grandview Hosp & Med Ctr Ophthalmology Residency
OUCOM/Grandview Hosp & Med Ctr Orthopedic Surgery Residency
OUCOM/Grandview Hosp & Med Ctr Proctology Residency
OUCOM/Grandview Hosp & Med Ctr Surgery-General Residency
OUCOM/Grandview Hosp & Med Ctr Nephrology Fellowship
OUCOM/Grandview Hosp & Medical Ctr Cardiology Fellowship
OUCOM/Grandview Hosp & Medical Ctr Hand Surgery Fellowship
OUCOM/Grandview Hosp & Medical Ctr Hematology & Oncology Fellowship
OUCOM/Grandview Hosp & Medical Ctr Oncology Fellowship
OUCOM/Grandview Hosp & Medical Ctr Psychiatry Residency
OUCOM/Grandview Hosp & Medical Ctr Interventional Cardiology Fellowship
OUCOM/Fairfield Medical Center - Family
Practice Residency
OUCOM/Marietta Memorial Hospital Emergency Medicine Residency
OUCOM/Affinity Medical Center Otolaryn & Facial Plastic Surg Residency
OUCOM/Affinity Medical Center Orthopedic Surgery Residency
OUCOM/Affinity Medical Center Surgery-General Residency
OUCOM/Southern Ohio Med Ctr - Family
Practice Residency
OUCOM/Southern Ohio Med Ctr Emergency Medicine Residency
University Hospitals Richmond Medical
Center - Sports Medicine Fellowship
University Hospitals Richmond Medical
Center - Family Practice Residency
University Hospitals Richmond Medical
Center - Internal Medicine Residency
University Hospitals Richmond Medical
Center - Dermatology Residency
University Hospitals Richmond Medical
Center - Pediatrics Residency
University Hospitals Richmond MC Pediatric Allergy & Immunology
Fellowship

Specialty

City

Neurological Surgery

Dayton

Obstetrics & Gynecology

Dayton

Otolaryn & Facial Plastic Surg

Dayton

Ophthalmology

Dayton

Orthopedic Surgery

Dayton

Proctology

Dayton

Surgery-General

Dayton

Nephrology

Dayton

Cardiology

Dayton

Hand Surgery

Dayton

Hematology & Oncology

Dayton

Oncology

Dayton

Psychiatry

Dayton

Interventional Cardiology

Dayton

Family Practice and OMT

Lancaster

Emergency Medicine

Marietta

Otolaryn & Facial Plastic Surg

Massillon

Orthopedic Surgery

Massillon

Surgery-General

Massillon

Family Practice and OMT

Portsmouth

Emergency Medicine

Portsmouth

Sports Medicine

Richmond Heights

Family Practice and OMT

Richmond Heights

Internal Medicine

Richmond Heights

Dermatology

Richmond Heights

Pediatrics

Richmond Heights

Pediatric Allergy & Immunology

Richmond Heights
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Program
187715
126122
163029
167082
196180
126199
126200
139258
157345
164259
126203
126204
126205
173210
126188
126189
126190
126191
126192
126193
126194
126195
126196
167084
175830
175967
126117

University Hospitals Richmond Medical
Center - Orthopedic Surgery Residency
Firelands Regional Medical Center Main
Campus - Family Practice Residency
Firelands Regional Medical Center Main
Campus - Internal Medicine Residenc
Firelands Regional Medical Center Main
Campus - Neuromusculoskeletal Med + 1
Res
Firelands Regional Medical Center Main
Campus - Hospice and Palliative Care
Fellowship
Mercy St Vincent MC - Obstetrics &
Gynecology Residency
Mercy St Vincent MC - Orthopedic Surgery
Residency
MSUCOM/Toledo Hosp/Wildwood Health
Pavilion - Sports Medicine Fellowship
WVSOM/The Toledo Hospital - Family
Practice Residency
Mercy St Vincent MC - Surgery-General
Residency
St Joseph Health Center - Family Practice
Residency
St Joseph Health Center - Internal Medicine
Residency
St Joseph Health Center - Orthopedic
Surgery Residency
St Joseph Health Center - Emergency
Medicine Residency
South Pointe Hosp - Anesthesiology
Residency
South Pointe Hosp/NOEM Consortium Emergency Medicine Residency
South Pointe Hosp - Family Practice
Residency
South Pointe Hosp - General Vascular
Surgery Residency
South Pointe Hosp - Internal MedEmergency Med Residency
South Pointe Hosp - Internal Medicine
Residency
South Pointe Hosp - Orthopedic Surgery
Residency
South Pointe Hosp - Plastic &
Reconstructive Surg Residency
South Pointe Hosp - Surgery-General
Residency
South Pointe Hospital - Sports Medicine
Fellowship
South Pointe Hospital Neuromusculoskeletal Med + 1 Residency
South Pointe Hospital - Integrated
FP/NMM Residency
OUCOM/St John Medical Center - Family

Specialty

City

Orthopedic Surgery

Richmond Heights

Family Practice and OMT

Sandusky

Internal Medicine

Sandusky

Neuromusculoskeletal Med + 1

Sandusky

Hospice and Palliative Care

Sandusky

Obstetrics & Gynecology

Toledo

Orthopedic Surgery

Toledo

Sports Medicine

Toledo

Family Practice and OMT

Toledo

Surgery-General

Toledo

Family Practice and OMT

Warren

Internal Medicine

Warren

Orthopedic Surgery

Warren

Emergency Medicine

Warren

Anesthesiology
Emergency Medicine
Family Practice and OMT
General Vascular Surgery
Internal Med-Emergency Med
Internal Medicine
Orthopedic Surgery
Plastic & Reconstructive Surg
Surgery-General
Sports Medicine
Neuromusculoskeletal Med + 1
Integrated FP/NMM
Family Practice and OMT
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Warrensville
Heights
Warrensville
Heights
Warrensville
Heights
Warrensville
Heights
Warrensville
Heights
Warrensville
Heights
Warrensville
Heights
Warrensville
Heights
Warrensville
Heights
Warrensville
Heights
Warrensville
Heights
Warrensville
Heights
Westlake
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Program
137756
138521
148652

Practice Residency
OUCOM/St John Medical Center Emergency Medicine Residency
OUCOM/St John Medical Center - Internal
Medicine Residency
OUCOM/St John Medical Center - Internal
Med-Emergency Med Residency

Specialty

City

Emergency Medicine

Westlake

Internal Medicine

Westlake

Internal Med-Emergency Med

Westlake
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“The AOA: A G.R.E.A.T. Family of DOs”
(Phase I)
Strategic Planning Committee FY2009-2010
Mark A. Baker, DO, Chair
Boyd W. Bowden, II, DO, Vice-Chair
John W. Becher, DO
Nathaniel Bergman, OMS III
Johnny A. Dias, DO
Robert S. Juhasz, DO
William S. Mayo, DO
Carol L. Monson, DO
Ray E. Stowers, DO
Norman E. Vinn, DO
James Swartwout, MA, Secretary
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History
Since 1997, the American Osteopathic Association (AOA) Board of Trustees has approved four
Strategic Plans. The first Plan was drafted by the then new Executive Director, John B. Crosby, JD,
to inform the AOA Board of Trustees and membership of the broad array of AOA activities being
undertaken by each AOA Department and to provide a sense of direction. The Plan also
established three thematic ideas: 1) unity within the profession, 2) making “DO” a household word,
and 3) strengthening AOA and affiliate organization relations.
In July 2001, the Strategic Planning Committee (SPC) produced the AOA’s second Strategic Plan,
the first three-year Strategic Plan. While still based on departmental plans, the Fiscal Year (FY)
2002-04 Strategic Plan continued to strengthen the theme of unity, particularly expanding it to
include the specialty colleges and state societies. The SPC recommended a significant organizational
change in 2002 to align leadership focus with the Plan. The change gave members of the AOA
Board of Trustees Executive Committee responsibility over specific bureaus, councils, and
committees to ensure that the Strategic Plan was carried forward within each area. That
responsibility continues to this day.
In 2005, the FY2005-07 Strategic Plan broke new ground in several dimensions. First, it embodied a
conscious shift toward strategic thinking 1 by emphasizing five strategic pathways or areas of
emphasis: Collaboration, Advocacy, Research, Education and Membership. Second, the FY2005-07
Strategic Plan addressed each Pathway creatively instead of through traditional planning models that
establish a pre-set agenda in which items are checked off. This bold step to focus on specific
concepts instead of departments provided the AOA with the will and flexibility to think about issues
and to take advantage of emerging opportunities within each domain. Executive Director John B.
Crosby, JD, created “C.A.R.E. about Membership” as a mnemonic for staff to remember the major
themes of the Plan. Third, the FY2005-07 Strategic Plan provided a foundation for the Executive
Director to establish staff “Touchstone” teams to think creatively about internal staff processes.
The FY2005-07 Strategic Plan as well as the “Touchstone” teams encouraged greater interdepartmental interaction, greater coordination of activities, and greater visibility for the AOA.
The FY2008-2010 Strategic Plan continued to expand the thematic approach. In response to a
Board of Trustees retreat on taking the Association from “good to great,” the FY2008-10 Strategic
Plan expanded its themes to include a focus on Governance to ensure that AOA leadership was
stewarding the AOA’s resources wisely. The Executive Director used the acronym “G.R.E.A.T.
Family of DOs” to reflect the themes of Governance, Research, Education, Advocacy, Teamwork,
and Family (Membership).
While the Strategic Plan provides the direction of the AOA, the Business Plan provides the action.
The Business Plan outlines the various projects of the AOA bureaus, councils, committees,
departments and is a companion piece to the AOA Budget. The Business Plan is the bridge
between the Strategic Plan and the Budget.

Strategic Thinking is defined as using data and information creatively to develop new ideas and actions within a defined
strategic architecture.
1
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Introduction
The FY2011-2013 Strategic Plan has been in development since the Fall of 2008. It was created
using the ideas from four primary sources.
Strategic Thinking Session
Market Share Policy Council

Strategic Plan

August 2009 Presidential Retreat
Environmental Scan
5
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7
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The Fall 2008 Strategic Thinking Session of the AOA Board of Trustees examined overarching
change drivers confronting osteopathic medicine such as the unpredictability of the economy, the
changing demographics of osteopathic medicine, the dynamics of competing Association goals, and
international medicine. At that meeting, AOA Board members and Past Presidents proposed
breakthrough strategies to address these topics. The resulting ideas and thoughts were forwarded to
the SPC for consideration.
The AOA Market Share Policy Council was a second major source of direction for the Strategic
Plan. Charged with the responsibility to make recommendations to the AOA Board of Trustees to
enhance AOA membership and market share, the Market Share Policy Council also developed a list
of strategic membership issues for consideration by the SPC.
The AOA Presidential Retreat in August 2009 provided a third major source of ideas for this
Strategic Plan. The theme of the Retreat was “Leading Change” and the participants at the Retreat
included AOA Board members and Chairs of the AOA bureaus, councils, and committees. While
providing AOA leadership with new insight and tools on leading change, the Retreat generated
scores of strategic and tactical ideas. The SPC left the meeting with a new sense of urgency in its
efforts and a recognition that the AOA’s mission and vision needed adjustment.
The fourth formal source of information used for this Strategic Plan was its environmental scan,
which was distributed to the Committee in September 2009.2 That report provided information on
the major trends affecting osteopathic medicine and the AOA.
Over this past year, the SPC held meetings or assigned subcommittees to analyze the information as
it came in from the various sources. At each step, the SPC concluded that the strategic architecture
embodied in the FY2008-2010 Strategic Plan (GREAT) remained viable and that new concepts
should be added within the existing framework.

2Informal

information, such as Board member trip reports, was also available, if needed.
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The SPC’s formal planning meeting was held on October 3-4, 2009, at AOA Headquarters in
Chicago. Bonnie Koenig facilitated the meeting. Participants at the meeting were the SPC, AOA
President Larry Wickless, DO, AOA President-elect Karen Nichols, DO, the AOA Executive
Director John B. Crosby, JD, Teresa A. Hubka, DO, President of the American Osteopathic
Foundation, and AOA senior staff. At that meeting, the SPC developed a list of new priorities to
include in the Strategic Plan, a list of issues for the Committee to continue to study, and a list of
strategic directives for AOA staff to accomplish. The draft Strategic Plan FY2011-13 is the primary
outcome of that meeting.
While continuing with and advancing the “GREAT” architecture, the Strategic Planning Committee
has made several significant changes to the Strategic Plan. First, the SPC has substantially revised
the Mission and Vision to clarify the purpose and direction of the AOA. The AOA wants to be the
professional home for all DOs.
The second change is the articulation of four overarching themes to lead change: Re-engineer;
Prioritize; Communicate; and Include. Over the next three years, the AOA must Re-engineer its
processes to enhance member satisfaction and improve cost efficiency. Opportunities to streamline
processes will particularly focus on governance decision-making and education approval processes.
Along with enhancing efficiency through streamlining, the AOA must maximize the qualitative and
quantitative returns on the allocation of limited resources by using evaluative methodologies to
Prioritize its investments in products and services. Communications must be enhanced so the
right people receive the right information at the right time. Communications must also be in a
relevant medium for the intended audience. Highlighting the need for strategic communications, the
Presidential Retreat recommended the development of a master grid to direct communications
efforts. Inclusion is the fourth overarching theme. The osteopathic medical profession is
becoming more diverse as the numbers of women and minority osteopathic physicians increase, the
geographic and specialty distribution becomes more diverse, and the number of graduates in nonosteopathic residency training programs is increasing. The AOA must redouble its efforts to reach
out to all DOs. Inclusion is important because successfully addressing the complex issues
confronting health care requires the formation of a team whose members have diverse backgrounds
and perspectives.
The Strategic Planning Committee is proud to present to you a new Mission, Vision, and Strategic
Plan for FY2011-13. The SPC recognizes the rapidity with which the environment is changing.
While the SPC has a sense of urgency in moving this Strategic Plan forward quickly, a careful,
measured approach may be more sensible. Therefore, the SPC plans to solicit broad input on the
Strategic Plan FY2011-13 by soliciting feedback from affiliated organizations before it is sent to the
AOA Board of Trustees and House of Delegates Annual Meeting in 2010.
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Mission
To advance the distinctive philosophy and practice of osteopathic medicine.
The AOA Mission will be accomplished by prioritizing association activity in the following
pathways:
Governance
Research
Education
Advocacy
Teamwork
and
expanding our professional Family.

Vision
To be the professional home for all osteopathic physicians.

Strategic Principles

20
21
22
23
24

The AOA stands for the following universal principles:

25

2. Enhancing the value of AOA membership;

26

3. Protecting and promoting the rights of all members of the osteopathic family;

27
28

4. Advancing DOs’ efforts to provide quality, cost-effective health care to all
patients;

29

5. Collaborating with other entities to advance osteopathic medicine;

30

6. Supporting a culture of osteopathic research within the osteopathic family; and

31
32
33
34
35

7. Promoting and enhancing our position as the most completely trained physicians
in the world.

1. Ensuring the quality and continuum of osteopathic medical education;

Through these goals we will promote the distinctiveness of osteopathic medicine and
the diversity of the profession.
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The GREAT Strategic Pathways
The AOA focuses its efforts and resources along “Strategic Pathways.” A Strategic Pathway is an area
of concentration through which the AOA emphasizes the development and enhancement of
programs and services across all units of the Association. Strategic pathways and strategic thinking
offer the AOA flexibility to take advantage of emergent opportunities without losing sight of
direction. The 2011-13 Strategic Pathways are 1) Governance; 2) Research; 3) Education;
4) Advocacy; 5) Teamwork; and 6) Family.
Governance
Governance is the mechanism an organization uses to decide and control its actions and behavior.
An organization needs great governance to survive and thrive.
Great governance at the AOA begins with the leadership of the AOA House of Delegates, which
sets the AOA’s overall framework, direction, and policy. A solid infrastructure is critical to support
the work of the House. The AOA will pursue innovative, cost-effective technologies to support and
advance the work of the House. In addition, the AOA will review the structure of the House to
ensure that it operates efficiently.
The AOA Board of Trustees has the duty to execute the decisions made by the AOA House and
move the AOA forward. To accomplish its responsibilities, the Board needs timely, reliable, highquality analyses, and sound advice. The Board relies on the wisdom of its bureaus, councils,
committees, and the AOA Executive Director, for assistance. The AOA Board will analyze the
AOA’s organizational structure to ensure that the bureaus, councils, and committees function
efficiently and effectively and that AOA’s decision-making processes can respond rapidly when
critical issues arise. Working with the Executive Director, the AOA Board will challenge its own
processes by experimenting with progressive business techniques, such as strategic budgeting, to
bring a new level of rigor to the evaluation of products and services for members.
As the AOA moves from good to great, effective governance requires consistent analysis,
evaluation, adaptation, and transparency. 3 Proper attention to governance helps ensure that the
AOA remains professionally and fiscally strong, has the right tools in place to attain its goals,
develops policies and procedures to guide it into the future, and ultimately becomes great.
Research
Research is necessary to advance osteopathic medicine. Clinical, educational, socioeconomic,
demographic, and health services evidenced-based research activities will be used to investigate
hypotheses and questions so that the AOA can advance osteopathic medicine and communicate
information about our profession.
Evidenced-based clinical research is necessary to continue to advance osteopathic medicine and the
AOA. Encouraging and supporting research on the effectiveness of OMT and promoting the
practice of osteopathic medicine remain top priorities. The AOA will support clinical and basic
Transparency – an object is transparent if it can be seen through. Transparency, in an organizational context, is to
convey a sense of openness, communication, and accountability.

3
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research by awarding grants through the Osteopathic Research Development Fund (ORDF) and will
seek opportunities to expand osteopathic research by collaborating with the Agency for Healthcare
Research and Quality (AHRQ), the National Institutes of Health (NIH) and other funding agencies.
In addition, the AOA will support Osteopathic Research Centers in their efforts to direct
collaborative studies in osteopathic medical research; host the AOA’s Annual Research Conference;
help to sponsor other osteopathic research conferences; and promote access to print and electronic
osteopathic medical journals. The AOA supports DOs involvement in primary care research
networks to investigate osteopathic practice. Encouraging researchers to publish their scientific
findings in JAOA—The Journal of the American Osteopathic Association and other peer-reviewed journals
will advance osteopathic medicine and show its prominence.
To further develop and promote best practices, the AOA will continue to expand the Clinical
Assessment Program (CAP) in residency programs and physician offices. The AOA will assist
certifying boards in their use of CAP to assure the public of the quality of AOA-certified members.
The AOA will pursue opportunities to use CAP as a quality measure to help our members receive
additional funds from Medicare and health plans.
Educational research helps advance the art and science of osteopathic medical education. Such
research is needed to ensure that osteopathic educational systems maintain high quality. The AOA
will encourage the use of grants from Health Resources and Services Administration (HRSA),
foundations, and other agencies to study educational issues.
To develop new products and services for members, the AOA will support socioeconomic research
needed to explore the effects of changes in reimbursement proposals, patient care models, and
practice management strategies. In addition, we will enhance the AOA membership database to
ensure that our information on members is timely and accurate, allowing us to interact effectively
with members.
AOA will utilize the nation’s state-of-the art research in public health and health services from
reputable agencies to focus on specific health issues for the purpose of advocating on DOs’ and
their patients’ behalves. The Centers for Disease Control and other agencies conduct outstanding
research on public health issues. For example, the CDC’s research on specific diseases and
conditions provides a wealth of information DOs can use to improve the nation’s health. The AOA
will utilize this information to promote lifestyles that are “Fit for Life.”
As the AOA moves from good to great, financial support of research in osteopathic medicine is
essential so that the profession continues to prove itself to a skeptical outside world.
Education
Education is the means by which the profession imparts its knowledge and skills. Producing topquality DOs through the continuum of osteopathic medical education is the foundation upon which
the osteopathic medical profession is built. Education, therefore, is the vehicle to drive the AOA’s
future greatness and demonstrate the distinctiveness and sustainability of the osteopathic medical
profession.
The osteopathic medical profession relies on the AOA to accomplish these goals, making us the
standard-bearers of education. The AOA will aggressively advance opportunities to strengthen all
dimensions of the osteopathic medical education continuum through accreditation and other
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mechanisms. The AOA will work with our osteopathic education partners, including the American
Association of Colleges of Osteopathic Medicine (AACOM), specialty colleges, the Association of
Osteopathic Directors and Medical Educators, and Osteopathic Postdoctoral Training Institutions,
to study methods to enhance the educational continuum.
The AOA supports the responsible growth of the profession to meet patient demands. The AOA
will work with AACOM to examine the responsible growth of the osteopathic medical profession to
ensure that the entire educational continuum serves the nation’s needs. The AOA will continue to
encourage expansion in the number of osteopathic postdoctoral training programs in response to
growing class sizes.
The AOA will pursue opportunities to re-engineer and streamline postdoctoral approval and
certification processes. Specifically, the AOA will establish an Educational Policies and Procedures
Review Committee (EPPRC III) to study this issue. Streamlining includes, but is not limited to,
concepts such as implementing efficient and effective methods of approving training programs and
individual training; reducing the complexity of entering into and moving through the certification
process; analyzing trends in educational needs; and clarifying policies and procedures to reduce
misunderstandings and enhance effectiveness. Some of these activities may be undertaken in
tandem with or parallel to the highly successful Osteopathic Medical Education Summits jointly
sponsored by the AOA, AACOM and the Osteopathic Heritage Foundations.
The AOA will actively support undergraduate education. Discrimination against osteopathic
students is intolerable. A quality education requires quality 3rd and 4th year clinical rotations
wherever they are located. The AOA will address any form of osteopathic discrimination. The
AOA will strongly encourage the Commission on Osteopathic College Accreditation (COCA) to
encourage rotations at institutions with osteopathic residency programs. The AOA continues to
advance the science and understanding of osteopathic principles and practices by publishing the
Foundations of Osteopathic Medicine textbook.
The AOA will maintain the quality and integrity of osteopathic continuing medical education (CME)
nationwide. The AOA will strategically leverage its representation on national education bodies to
improve the quality of CME for DOs. The AOA will continue to emphasize “outcome-based”
CME and encourage the use of electronic CME offerings. To assist our members in maintaining
healthy and viable practices, the AOA will offer instruction on a variety of topics, including practice
management throughout one’s professional lifecycle, new practice requirements from health system
reform, coding, and billing. The AOA will also offer educational opportunities on public health,
minority health, palliative care and women’s health issues.
In a balanced measure, the AOA will judiciously expand its leadership role in international
osteopathic medical education by monitoring, advising, and working with foreign entities that are
educating health care professionals in osteopathic principles and practice. The AOA will promote
the US model of osteopathic medical education in all venues.
The AOA’s commitment to these objectives will not only make osteopathic medical education more
prominent, but also will make the profession world-renowned for its excellence. As the AOA
moves from good to great, having a high functioning educational system is essential in making the
AOA great.

56

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

Advocacy
Legislative, judicial, and regulatory decisions are made daily. The osteopathic medical profession is
at the mercy of these decisions if it has no strong advocate. The AOA is that strong advocate,
standing as the overarching, comprehensive, and unifying voice of osteopathic medicine to protect
and promote the rights of all osteopathic physicians and their patients. Great advocacy is essential.
The osteopathic voice is heard primarily on legislative and regulatory issues as we advocate for a
reformed health system based on the policies adopted by the AOA House of Delegates. We will
address patients’ needs and osteopathic physicians’ practice rights, professional liability insurance
reform, graduate medical education training opportunities, physician payment reform, and patient
safety. We seek to minimize student loan burdens and obtain subsidies to help reduce education
costs for osteopathic medical students. We will promote primary care medicine opportunities, such
as the patient-centered medical home, while at the same time advocating against punitive physician
payment policies promoted in Congress. We will seek opportunities to assist our DOs in lawsuits of
national significance. We will advocate for changes in policy whenever DOs are provided ACGME
subspecialty or fellowship training but are denied access to ABMS certification.
The AOA plans to increase its political influence in Washington, DC, in the state capitals, and
worldwide through strategic partnerships. Providing osteopathic medicine with more channels
through which to inform and influence policy-making bodies will enhance the profession’s ability to
effect change at both the federal and state levels. In turn, grassroots communications will inform
the members of the profession about these advances and solicit their active participation through
AOA media.
State and specialty osteopathic medical associations are strategic partners with the AOA for state
and federal advocacy. As the profession’s umbrella organization, the AOA will work with these
entities to organize and inform the osteopathic medical profession in the fight to protect patients’
rights and DOs’ rights to practice through health system reform. We will help our state and
specialty associations protect DOs’ scope of practice and promote patient education and
responsibility regarding appropriate utilization of nonphysician health care professionals.
The socioeconomic needs of our members affect their ability to practice medicine and depend
heavily on the success of the profession’s advocacy efforts. Our advocacy goal is recognition of the
distinctive value of osteopathic practice along with adequate and fair physician reimbursement from
government programs, including Medicare, Medicaid, and health plans. We will also continue to
fight discrimination by managed care organizations, other insurers, and health care facilities until it is
eradicated.
To assist DOs who seek to practice internationally, the AOA will advocate for the worldwide
portability of US osteopathic medical licenses. The AOA is building relations with the Pan
American Health Organization (PAHO), the World Health Organization (WHO), the Osteopathic
International Alliance (OIA), and the International Association of Medical Regulatory Authorities
(IAMRA), among others, to assist US DOs who wish to practice abroad.
As the primary advocate for the osteopathic community, the AOA will further seek to increase
public awareness of osteopathic medicine and ensure that the interests of DOs are accurately
represented in the media and all other public forums.
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Maintaining a high-quality, healthcare facility accreditation program is an element of a complete
profession and undergirds AOA’s advocacy efforts. To this end, the AOA will continue to
promote and expand the Healthcare Facilities Accreditation Program as the authority to accredit
healthcare institutions for Medicare and Medicaid reimbursements.
While being a great advocate is important, informing our membership of our advocacy efforts is
equally important. To be great, the AOA will place a new emphasis on demonstrating to and
communicating with our members regarding advocacy issues.
Teamwork
Teamwork is an essential ingredient in success. To be great, the AOA must collaborate to represent
members and their patients.
Strengthening our partnerships with our osteopathic affiliates takes precedence. We are only as
strong as the weakest link. We will focus on assisting our state and specialty affiliates in finding
business models to replace lost CME revenues as pharmaceutical firms reduce financial support.
Particularly through its management services, the AOA will partner with state associations to secure
their membership and ensure their financial stability, as well as to explore new opportunities like
regionalization of CME. Creative, collaborative strategies with osteopathic specialty colleges and
osteopathic certifying boards will be employed to strengthen the osteopathic family and its
organizational structure. The AOA will seek to host the Unified Convention in 2010 and annually
thereafter to unite all branches of our family under one roof.
Partnering with the right health care groups enhances the visibility, credibility and awareness of
osteopathic medicine and the AOA. When appropriate, the AOA will advance osteopathic medicine
by collaborating with other physician organizations, such as the American Medical Association, the
American College of Physicians, the American Academy of Pediatrics, and the American Academy
of Family Physicians, as well as with health care facilities, insurance plans, and licensure authorities.
When necessary to advance issues of mutual concern or benefit, the AOA will initiate additional
partnerships with pharmaceutical, insurance, philanthropies, and other business entities.
Globalization affects the osteopathic medical profession’s interests as more osteopathic physicians
seek practice rights and participate in mission work around the world. AOA collaboration with the
World Health Organization, the World Health Assembly, and IAMRA advances these goals.
Collaboration with the Osteopathic International Alliance (OIA) and other international entities
enables the AOA to work for global osteopathic unity and to seek high-quality osteopathic health
care worldwide. The AOA will also continue to collaborate with DOCARE International and other
DO-friendly missions to improve world health.
Family
Family is the AOA’s brand name for membership. A vibrant membership creates a strong AOA. If
we are truly to become a GREAT association, every DO should want to become a member of the
AOA family. To achieve this goal we will provide distinct and valuable member benefits, as well as
excellence in member services, through every pathway of this Strategic Plan.
Students are our future. The AOA must deliver products and services of value to students. They
demand high quality, succinct messages using appropriate communications channels. The AOA will
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actively continue to adjust its communications strategy with students. Refining and aggressively
supporting AOA’s mentor program is another important service for students.
Interns’ and residents’ needs are different than those of students or practicing physicians. Ongoing
mentorship, practice management information, career support, advocacy opportunities, and
certification information are important services for this cohort. The AOA must effectively
communicate its services to interns and residents. In addition, the AOA represents all DOs and the
locus of training should not be a deterrent to membership. The AOA will expand its efforts, review
its policies and streamline its processes to ensure that ACGME-trained DOs are welcomed into
AOA membership.
Advocacy, board certification, outcomes assessment, life-long learning opportunities, and ongoing
clinical and practice management education are services needed by practicing DOs. The AOA will
seek to provide new practice management benefits to our members. Coding and managed care
assistance are great continuing services for our members. The AOA will provide informational
support so our members can receive health system reform bonus payments.
In 2008, the AOA put on hold several “Greatness” activities that were designed to include all
members in AOA activities. As the global economy recovers, the AOA must restart its efforts to
involve all members. This restart will require a re-engineering of the Greatness efforts by forming a
Greatness Steering Committee to establish the goals and an effective communications strategy to
involve all AOA members in policy development and other key activities.
Membership retention begins by cultivating a relationship with osteopathic medical students from
their first day of school and staying in touch with them throughout their careers so that
communication channels within the AOA family remain open. As part of this effort, we will
enhance our member database by collecting valid contact information for all members of the
osteopathic family in order to conduct research on the needs of every segment of our membership–
students, interns/residents, practicing physicians, educators, and retired DOs.
Communications with members is key. We will refine our efforts to inform the right membership
groups at the right time about the right issues. Print and online communication provides an efficient
and effective way to help DOs and osteopathic medical students stay connected to the AOA family
and vice-versa. Redesigning and simplifying our AOA Web site to enhance its usefulness to
members is a major goal of the AOA. Utilizing social media to benefit our members is a priority.
Having energetic, enthusiastic staff is a key ingredient to a great organization. Employees must
identify with the mission and vision of the organization and recognize the important role they play
as professionals in maintaining high-quality health care. The AOA Executive Director will continue
to recruit staff with the appropriate skills needed to help drive the association from good to great.
Maximizing member value is a prerequisite in moving from good to great. Using teams, the AOA
strives to be a great organization by focusing its efforts over the next three years on three
overarching themes of re-engineering, communications, and inclusion within the Governance,
Research, Education, Advocacy, Teamwork, and Family pathways.
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Executive Summary

I

n many ways, the United States has a world-class health care system.
The most technologically and medically advanced health care can

be found in the nation’s premier health facilities and in the high-quality
health care organizations that operate throughout the nation. Many individuals in the U.S. health care system have a wide range of choices when
it comes to health services, physicians, and hospitals.
Despite these advantages, Americans pay too much for care, often with
below average outcomes, and there are still too many individuals who do
not have access to quality health insurance. A lack of focus on the importance of a high-performing health care system has hindered efforts to
create a more effective system and achieve better results.
Many leading experts have highlighted the need for system improvements to control skyrocketing health care costs and, simultaneously,
improve health outcomes. Cost, quality, and efficiency must be addressed
to get better value for every health care dollar and sustain health coverage,
especially in the environment of expanding health insurance programs.
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This report outlines the evidence in health system reforms,
as well as the opportunities for governors to lead these efforts. With contributions from experts in the health care
policy field, the report provides tools and levers available to
states to create a more efficient and effective health care system. After an introduction, individual chapters touch on the
following four focus areas as well as how the federal health
law provisions affect these areas:

• Chapter 3: Primary Care and Prevention. These are the
cornerstones of good health outcomes, but the nation’s
health care system is not organized or incentivized to encourage consistent use of or access to prevention services
and primary care. This chapter provides states with strategies for improving primary care and public health. The
authors identify opportunities for working across these
fields to accelerate progress in controlling costs.

• Chapter 1: Health Care Quality Improvement. This is
a key driver in moving toward a high-performing health
care system. Advances can be achieved through measuring quality and value, aligning policies and goals around
critical improvement areas, and ensuring financial incentives drive good health outcomes. This chapter outlines the major leverage points where states can exercise
efforts to ensure transparent and consistent quality in
health care delivery, including measurement initiatives,
the health information technology (HIT) infrastructure,
and the purchasing of quality health care.

• Chapter 4: Health Care Payment Systems. Such tools
are necessary to combat the current problem of paying
for volume rather than value. This chapter provides an
overview of the major types of payment reforms that can
be targeted toward hospital and primary care, such as
those that pay based on performance measures or combine payments to separate providers. It also explores the
structural and process changes that hospitals, specialists,
and primary care practices need to make to adopt new
payment systems.
• Chapter 5: Medicaid’s Role in the Health Delivery System. Because Medicaid will soon cover as many as 75 million people, it is an important vehicle for states to enact
delivery system reforms that will improve programmatic
quality and decrease health care spending. This chapter
provides options and opportunities for Medicaid involvement in systematic reform through quality improvement,
care coordination and disease management, primary care
and prevention, and payment policies.

• Chapter 2: Care Coordination and Disease Management. These are critical tools for improving health and
managing the costs of chronic diseases. Over the past few
years, a number of programs and strategies have been implemented to coordinate and manage disease, with mixed
results. This chapter sorts through the evidence of what
has worked, identifies the critical components and features of successful programs, and provides states with a
framework for renewed progress in these areas.
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Importance of States in
Delivery System Reforms

INTRODUCTION

With the cost of health care rising faster than the
gross domestic product (GDP), it is vital for the
United States to improve the delivery of health
care services. While federal health reform has
largely focused on health insurance coverage,
there needs to be greater emphasis on system
improvements that control the growth of health
care costs, achieve better results, and improve
the health of individuals and populations.
The U.S. spends almost $7,500 per person for
health services each year—more than double the
national average in other industrialized countries1—yet health outcomes are no better (Figure
1). Too often, the system encourages inefficiencies; fails to provide needed, high-quality services; and does not promote disease prevention,
instead opting for expensive care after patients
are already sick.
Many tools are available to improve system performance and increase sustainability.
Changing the way care is delivered, aligning
payments, and promoting health and wellness
can result in a healthier population and drive
value in the health care system. These efforts
will be vital in guiding future progress. Business leaders, medical professionals, and governFIGURE 1. Percentage of Americans with Ineffective or
Untimely Care

10% Individuals unable to get, or delayed in getting, needed medical care

17% Doctors ordered a test that had already been done
26% Doctors recommended unnecessary treatment or care
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ments should continue to make health care system reforms and performance improvements
priorities in their work.
Governors have and will continue to be key
players in successful health system reform efforts. They have the ability to set a vision and
create the momentum for change in their states.
Through initiatives ranging from prevention
and wellness to payment reform and quality
measurement, governors can make their health
care systems more efficient and effective, leading to cost containment and better outcomes for
state residents.
State policy efforts to improve health care
delivery range from regulatory requirements
to public education campaigns to market-based
interventions. There are numerous best practices and evidence-based approaches that can
be used as models for these programs. State and
national government efforts and payer-driven
initiatives can serve as a guide for managing
health care costs and improving outcomes.

LANDSCAPE FOR CHANGE
Even as government leaders stand ready to
move forward with system improvements, they
do so at a time of major difficulty. State budgets
are strained; large-scale fiscal challenges are
forecast for several more years. This has resulted in stretched state agency personnel, limited
state investment in health care improvements,
and reduced private-sector interest in reforms
as the health marketplace struggles to overcome its own economic difficulties.
While the current fiscal situation limits the
capacity for system reform, it also makes it a
critical necessity. The cost of health care cannot
continue to increase at the current rate. As more
individuals are offered coverage under new and

SOURCE: “Public Views on U.S. Health System Organization: A Call for
New Directions.” Commonwealth Fund, 2008 and MEPS Survey, 2007.
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expanded programs in the wake of federal reform, cost containment and solid system performance become even more
essential. Among the many challenges governors face, the
issue of access to both affordable coverage and high-quality
care remains a top priority (Figure 2).
The Patient Protection and Affordable Care Act (PPACA)—the federal health reform law—passed in March 2010.
It expands coverage to millions of uninsured Americans
and offers a number of pilot programs and grants to address
health system improvements. The law offers support for patient-centered medical homes, bundling payments, preventive services, Medicare/Medicaid integrated care, and other
important system reforms.
PPACA provides states with new opportunities and leverage points to make changes and renews the imperative
to address system performance. While the sheer size and
impact of the new law could make it more challenging to
drive system improvements in the short term, governors
should work to incorporate these newly created initiatives

into their strategic planning for health reform. After all,
without effective cost containment and a more efficient system overall, the coverage expansions in PPACA may not be
sustainable.
As much-publicized changes to the health insurance system kick in over the next several years, governors have the
opportunity to use the populations that will gain coverage
in their states as a leverage point. As more residents get coverage through the Medicaid expansion, the new state-based
health insurance exchanges, and existing state health programs, states will have the option to build system improvement initiatives into their negotiation contracting and certification agreements with carriers and providers. Without
such efforts, states will struggle to contain costs and expand
coverage in a system where spending is already rising more
quickly than GDP.

GOVERNMENT-LED HEALTH SYSTEM REFORMS
State governments have long recognized and acted to address
the challenges in our health care system. The last few years
have seen a range of activities and initiatives in a majority of
states across the country, including cooperative efforts with
the private sector, communication and information-sharing
initiatives, and other innovative programs to boost health
outcomes, control costs, and improve system function.
The federal government, likewise, can use Medicare,
community health clinic funding, employee health plan
purchasing, and public health efforts to improve system performance. The federal health reform law, the health information technology funding provided by the 2009 American
Recovery and Reinvestment Act and other federal initiatives
will accelerate reforms and increase the potential for federal-state partnerships.

Figure 2:
FIGURE
2. Medicaid
Medicaid as a Component of Total State
Spending
2009) (FY 2009)
Total
State(FY
Spending

21.1%
34.9%

21%

1.6%
3.3%

8.2%

9.8%

State Leverage for Reforms
Governors have multiple leverage points from which to tackle system reforms. These levers can be used in conjunction
or targeted to specific efforts. The following are the tools
available to governors to lead or contribute to these efforts:

Elementary and Secondary Education
Medicaid
Higher Education
Transportation
Corrections
Public Assistance
All Other Expenditures

1. Establish initiatives and spotlight opportunities for
improvement. The challenges in the health care system
are often not well understood by the public or agreed on
by stakeholder groups. Governors have a critical opportunity to formulate a vision for improvement in their states

SOURCE: The Fiscal Survey of the States,
National Governors Association and National Association
of State Budget Officers, Spring 2010
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and bring the resources of all stakeholders to the table.
They can lead to develop and highlight ways in which the
system can work more efficiently—while still providing
high-quality, accessible care—by strategically coordinating system improvements with health reform implementation, participating in public health efforts, or working
with stakeholders to communicate a unified message.

Medicaid population and an influx of enrollees into private health insurance through the state-run exchanges.
These will give states more leverage to push for greater
changes in the health care system.
Taken together, these approaches will help drive system improvement. All can be enhanced with broad participation from key stakeholders and accelerated when
strategically aligned to a clear vision for a high-performance health system.

2. Implement policy changes and regulatory reforms.
State government regulation mostly touches on the
health care provider and insurer communities. As such,
governors can use that regulatory role to implement policies that support system improvements and remove barriers to reform efforts, including through provider and
facility licensure and the oversight of health insurance.
With stakeholder buy-in, additional certification processes can allow providers and plans to meet reporting
requirements and comply with new rules that advance
state system improvements.

GOVERNORS ARE CRITICAL TO BROAD-BASED
SYSTEM REFORMS
Through public programs, regulatory authority and public
visibility, the support of governors for health care system
improvements is critical to attaining long-term change.
With the expansions of states’ roles in health programs in
PPACA, the opportunity for state leadership in system reforms has never been greater or more essential.
Strategic, coordinated efforts are critical to sustained system improvements. By working with the private sector and
through state and federal programs, governors are poised to
continue this important work.
To assist states, this report assembles models for achieving more efficient and effective care, identifies successful
methods and lessons learned, and provides guidance to state
policymakers who are working to improve the health care
system. Because of its major relevance to these issues and
to states, system improvements that can be driven through
Medicaid are also highlighted.
Through targeted and coordinated efforts in quality measurement, care coordination, primary care and prevention,
and payment reforms, states have many options to improve
health system performance. Used effectively, these powerful tools can control costs, improve the quality of care, and
enhance the health of all individuals.

3. Leverage state purchasing power to drive change
adoption. Through public health, Medicaid, state employees, safety net and other programs, states are a sizeable purchaser of health care services. States can also
collaborate with private purchasers to ensure that efforts encompass a broad range of providers and patients
across the state.
Medicaid purchasing has been a frequently used
health reform tool, but there is concern that the program does not give states enough leverage to make sustained and systemic changes. A number of states have
recently worked to enhance their market influence in
system reforms by combining purchasing power through
both Medicaid and state employee insurance plans with
changes to have a greater impact.
In addition, starting in 2014, the governors’ market
power could be greatly increased with an expanded
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CHAPTER 1

Health Care Quality Improvement—
The Basics
Greg Moody, Lisa Duchon and Vernon Smith
Health Management Associates

Until recently, most Americans took for granted
that the quality of their health care was the best
in the world. Then, in 1999, the Institute of
Medicine (IOM) upset conventional wisdom
when it reported that as many as 98,000 hospitalized Americans die each year due to medical
errors. The IOM report, To Err Is Human: Building a Safer Health System, and a 2001 follow-up
report, Crossing the Quality Chasm, presented
clear and urgent evidence that Americans often
do not receive the care they need or receive care
that causes harm.
Significant quality improvements are within
reach, however. The U.S. already offers some of
the most advanced health care in the world,
with some of the best trained providers and the
most advanced technology. Today’s challenge is
to increase the value of health care spending by
improving the quality of care while also controlling costs. Reaching these goals requires multiple strategies. Long-term efforts include improving individuals’ health status through public
health initiatives and reducing the incidence of
disease and chronic conditions. Near-term strategies include improving the efficiency and effectiveness of health care delivery. This later

strategy—to improve systems of care—is the focus of this chapter.
Current systems of care in this country often
are ad hoc, poorly organized, uncoordinated,
complex, and inefficient. They lack basic information to relate services to health outcomes,
and they reward the quantity of services provided without regard to their quality. As a result
of these inefficiencies, Americans spend twice
as much for health care compared to citizens in
other industrialized nations, yet health outcomes are no better (Figure 3).
The recent passage of national health care
reform was, in large part, a response to spending ever more on health services without comparable gains in quality, health outcomes, or
insurance coverage. Under federal health reform, states will have the opportunity to expand their influence as purchasers of health
coverage, regulators of insurance and providers, and advocates for public health. These
roles will grow with the federal expansion of
the Medicaid program to 133 percent of poverty and the creation of state-run insurance exchanges. Assuming sufficient state flexibility,
these coverage expansions provide additional

FIGURE 3. Health Care Spending in U.S. Compared to OECD
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SOURCE: OECD Health Data 2009.
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opportunities for state innovation and creativity to drive
health system change.
In addition to coverage expansions, the Patient Protection and Affordable Care Act also calls for a National Strategy to Improve Health Care Quality. States will expand their
partnership with the federal government as “learning laboratories” for quality and value-based purchasing initiatives.
New federal funding will be available for state and community demonstrations, pilot projects to test quality improvement strategies, and efforts to better coordinate Medicare
and Medicaid.
This chapter covers a variety of ways states can improve
health care quality and safety by discussing:

Defining Quality
The IOM defines quality as “the degree to which health
services for individuals and populations increase the likelihood of desired health outcomes and are consistent with current professional knowledge.”2 The institute examined the
“chasm” between what health care is and what it could be,
and identified the following six areas for improvement. High
quality care should be:

• Progress and challenges to date and new opportunities
created under federal reform;
• The state of health care quality in the U.S. and evidence
that suggests there is significant room for improvement;
• Examples of state strategies to advance quality improvement; and
• Steps states can take to further develop a quality agenda.

• Effective. The health care system should match care to
science, avoiding both overuse of ineffective care and underuse of effective care.

• Safe. Patients ought to be as safe in health care facilities
as they are in their own homes.
• Timely. Care should continually reduce waiting times
and delays for both patients and those who give care.

• Efficient. The reduction of waste, and by extension, the
reduction of the total cost of care should be never ending.
• Patient-centered. Health care should honor the individual patient, respecting the patient’s choices, culture, social context, and specific needs.

The goal is to provide state policymakers with a quick reference to the substantial work already underway to improve
health care quality and to stimulate new ideas for any state
that wants to further improve health system performance.

• Equitable. The system should seek to close racial and
ethnic gaps in health status.3

HEALTH CARE QUALITY IN THE UNITED STATES

FACING THE EVIDENCE

Every day, millions of Americans receive high-quality care
that helps them maintain or restore their health. However,
far too many individuals do not. This overview of health care
quality in the United States takes into account the following
factors:

A growing body of evidence shows that Americans often receive care that does not meet IOM’s framework for quality
care because it is:
• Not safe. As noted earlier, medical errors are the cause of
unnecessary death and injury to tens of thousands of hospitalized Americans each year.4 A 2006 IOM report estimated that preventable medication errors injure 1.5 million people in hospitals, long-term care, and outpatient
settings at costs upward of $4 billion annually.5

• A definition of quality and the key attributes of high-quality care;
• A sample of the evidence that shows health care quality is
not what it should be;
• Examples of quality measures to benchmark performance;
• Current initiatives to improve quality; and
• Barriers to achieving a system-wide transformation in
health care quality.
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• Not timely. Delayed screening, diagnosis and treatment
for mental disorders, cancers, and certain acute conditions often lead to unnecessary suffering and even death.6
A 2008 study by The Commonwealth Fund found that the
U.S. fell to last place among 19 industrialized nations related to deaths that might have been prevented with timely and effective care.7

69

• Not effective. Overuse, underuse, and medical errors all
contribute to ineffective care. Each year, an estimated
18,000 people die because they do not receive effective
interventions.8 Americans receive just 55 percent of recommended treatments for preventive care, acute care,
and chronic care management.9 In recent studies, only 24
percent of diabetes patients received all recommended
testing; only 45 percent of heart attack patients received
potentially life-saving beta-blocker medication; only 64
percent of elderly patients were offered a vaccine to protect against pneumonia, an important cause of death; and
only 41 percent of children received recommended preventive care.10

than physicians who care primarily for white patients.18
And mortality after a heart attack is higher at hospitals
with more black patients than hospitals with few admissions of blacks.19
In addition to the human costs described above, poor quality also imposes significant, unnecessary financial costs on
an already expensive system. IOM estimated the total costs
of preventable adverse events—including the expense of additional care necessitated by errors, lost income and household productivity, and disability—to be between $17 billion
and $29 billion per year just in hospital expenses.20 The annual costs of poor-quality care are estimated at $420 billion
for direct care and between $150 billion and $210 billion in
indirect costs.21

• Not efficient. Various studies estimate that 20 percent to
30 percent of all health care spending is for unneeded
care.11 The greater the number of physicians, hospital
beds, and diagnostic imaging equipment in a community,
the higher the rates are of hospitalization, physician visits, and testing.12 One study found that the unnecessary
use of three low-cost tests—urinalysis, electrocardiograms, and x-rays—cost the system $50 million to $200
million annually.13 Compared to citizens of other countries, Americans are more likely to experience unavailability of test results or records at the time of an appointment, duplication of testing, or conflicting information
among a patient’s various providers.14

Measuring Quality
The key to accountability and quality improvement is performance measurement and reporting. Without efforts to
assess and track system performance, very little can be done
on a system-wide basis to improve performance. The most
powerful health care quality measures are relevant to stakeholders, scientifically sound, not too burdensome to collect,
and reveal something important that can be acted on to improve future results.22 Different measures provide insight
into different aspects of care, including access, outcomes,
patient experiences, processes and utilization, and structural features (Figure 4).

• Not patient-centered. Physicians often miss the opportunity to communicate effectively with patients and other
caregivers; involve patients in treatment decisions; or recognize patients’ preferences, beliefs, and concerns.15 Such
effectiveness of communication is linked with an increased
likelihood that patients will accept advice, adhere to treatment, and be satisfied with their care.16 Almost half of all
Americans feel that their doctor does not spend enough
time with them and 40 percent feel that their doctor does
not always listen carefully or explain things clearly.17

Improving Quality
A tremendous amount of activity is already underway to
make care safer, more efficient, evidence-based, and patientcentered. Numerous public and private organizations are
committed to quality improvement. They test and endorse
quality measures, collect data and report on performance
measures, hold caregivers accountable for performance,
conduct research about what works, disseminate best clinical practices, and “benchmark” results to encourage providers to perform at the best level shown to be achievable. Examples of these organizations and their activities in
performance measurement and quality improvement are
described below.

• Not equitable. The care that racial and ethnic minorities
receive often is of lower quality compared to the care received by whites. Racial segregation and other health system disparities are contributing factors in unequal care.
For example, primary care physicians who care mainly
for black patients are more likely to report that they are
unable to provide high-quality care to all their patients

• Accreditation and quality improvement organizations
and foundations. Accrediting bodies such as the Joint
Commission and the National Committee for Quality Assurance (NCQA) develop and validate measurement
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FIGURE 4. Examples of Health Care Quality Measures
Domain

Objective

Example

Access

Assess the patient’s attainment of timely
and appropriate health care.

Percentage of children who had a visit with a primary
care practitioner in the past year.

Outcome

Assess the health state of a patient resulting
from care, reflecting the cumulative impact of
multiple processes of care.

Percentage of intensive care unit (ICU) central line
associated blood stream infections during the past six
months.

Patient Experience

Provide the patient perspective on health care by
aggregating reports of patients about their
observations of and participation in health care.

Percentage of patients who reported how often they
were seen within 15 minutes of their appointment.

Process

Assess a health care service, usually by its adherence Percentage of adult members who had an outpatient
to recommendations for clinical practice based on
visit and who had their body mass index (BMI)
evidence or consensus.
documented in the past year.

Structure

Assess the capacity of a health care organization
or clinician to provide health care.

The practice can produce a register of all cancer
patients.

SOURCE: National Quality Measures Clearinghouse, http://www.qualitymeasures.ahrq.gov/browse/browsemeasures.aspx.

standards for hospitals, health plans, and provider practices. They work with government, private purchasers
and providers to implement measurement standards and
publicly report results. Private organizations, such as the
Institute for Healthcare Improvement (IHI) and the National Quality Forum (NQF) have advanced the business
case for quality measurement and improvement. Private
foundations, such as The Commonwealth Fund, Robert
Wood Johnson Foundation, and Kaiser Family Foundation support the replication and evaluation of emerging
best practices.

and regional business coalitions—use their purchasing
power to engage providers and health plans in quality
improvement through performance measurement and
performance-based incentive programs. These programs
often seek to replicate the high quality achieved in integrated health systems such as Geisinger Health Systems
in Pennsylvania, Inter-Mountain Health Care in Utah,
the Mayo Clinic in Minnesota, and the closed health
maintenance organization (HMO) model of Kaiser Permanente in California and other states. These systems have
all been recognized for having an infrastructure that
supports high quality through care coordination and sophisticated applications of health information technology (HIT). For example, Inter-Mountain implemented
systematic protocols to analyze bedside care and use
the results to modify and standardize practice patterns,
frequently with large-scale improvements in health
outcomes.

• Academic medicine and medical societies. Major medical research and teaching institutions have strong collaboration with the National Institutes of Health (NIH),
the Agency for Healthcare Research and Quality (AHRQ),
the Centers for Medicare & Medicaid Services (CMS),
the Centers for Disease Control and Prevention (CDC),
and other federal agencies in conducting research to advance clinical quality and safety standards and practices
and to make the scientific evidence more useful and more
accessible to clinicians and patients. National, state, and
local chapters of various medical societies also play a role
in vetting quality measures and clinical guidelines in
their respective specialties, often collaborating with state
Medicaid programs, CMS, and other private and federal
agencies to disseminate best practices.

• Federal government. CMS and AHRQ lead federal efforts in the area of quality improvement. The health programs that CMS administers—Medicare and Medicaid—
account for 40 percent of total U.S. health care spending,23
which creates a significant opportunity and responsibility to improve the delivery and cost effectiveness of health
care. The actions of these agencies impact the private
sector as well because it often follows their lead. CMS’
existing role in funding national demonstrations designed to test promising approaches to quality improvement and value-based purchasing was expanded under

• Other private-sector stakeholders. Many private employers—through dedicated quality organizations they
support, such as The Leapfrog Group, or through state
12 | State Roles in Delivery System Reform
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federal health care reform. CMS has also been a leader in
standardizing health measures and collecting and publicly reporting hospital quality data. For example, the
CMS Hospital Quality Compare website24 provides information on how well hospitals care for patients with certain medical conditions or surgical procedures, and shows
results from a survey of patients about the quality of care
they received during a recent hospital stay.
AHRQ is the lead federal agency designated to develop
and test measures of quality. AHRQ sponsors a National
Quality Measures Clearinghouse (NQMC) database and
website with information on specific evidence-based
health care quality measures and measure sets.25 Under
health care reform, AHRQ will establish a Quality Improvement Network Research Program for the purposes
of testing, scaling, and disseminating interventions shown
to improve quality and efficiency. AHRQ also supports a
“State Snapshots” website to help state leaders, researchers, consumers, and others understand the status of
health care quality in individual states.26 State Snapshots
provide state-specific quality information, including
strengths, weaknesses, and opportunities for improvement.

Barriers to Transforming Health Care Quality
Despite significant progress to improve quality measurement and reporting over the last decade, key features of the
current system continue to undermine the quality of care
that Americans receive. Because these challenges are far
reaching and interrelated, experts have concluded that
nothing short of a fundamental redesign of the entire system
will make it better.27 Some of the major challenges to achieving a high-performing health system are described below.
• The payment system rewards quantity not quality.
The prevailing fee-for-service system creates incentives
to provide more care and more intensive treatments,
with little regard for the effectiveness of those treatments
in terms of improving health at the lowest possible cost.
Many valuable services such as effective preventive care
and coordinated care after a hospital stay are often underutilized because doctors and hospitals do not have adequate financial or other support to provide them. Without payment reforms that reward value over volume,
quality before quantity, and organized delivery over uncoordinated care, incremental delivery system reforms
and quality initiatives are unlikely to be adequate to address the current gaps in quality and value.

• State and local governments. States promote quality and
safety by regulating insurance markets, licensing and
overseeing health professionals and facilities, providing
legal protections for consumers, and purchasing and
funding health care services and coverage. State governments often assume special responsibilities in assuring
the availability of providers for vulnerable and underserved populations (the federal government and local
communities also play a role). Also, state universities are
major institutions of training and education for medical
and allied health professionals.
There are significant lessons to be learned from the
substantial amount of quality improvement work already
underway. Recent trends include a greater emphasis on
prevention and primary care, care coordination and disease management, and payment reform that shifts volume-based reimbursement systems toward overall accountability for quality and costs (each trend is covered
elsewhere in this report). The success of these strategies,
however, is often limited by systemic barriers within the
current delivery system.

• There is a lack of evidence about the effectiveness of
care. Medical science and technology have advanced at
an unprecedented rate during the past half-century. New
technologies, which account for at least half of the growth
in health care spending over the last few decades, are often adopted without proven effectiveness over existing
and less expensive treatments.28 Faced with such rapid
changes, the nation’s health care delivery system has fallen far short in its ability to translate knowledge into practice and apply new technology safely and appropriately.
As a result, there are wide variations across the country
in the use and cost of medical services. And places with
higher levels of health care spending are not necessarily
associated with better quality of care or outcomes.29
• Care is fragmented and uncoordinated. The U.S. health
care system is decentralized in terms of insurers and payers and, its physicians are uncoordinated. Patients and
their families often navigate unassisted across multiple
providers and care settings. When this occurs, it becomes
easier for providers—few with access to complete information—to make mistakes or to duplicate tests and
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screenings. Fragmentation also makes it difficult to hold
providers accountable for practicing evidence-based
medicine and, as a result, exacerbates variations in the
use and cost of medical services.

of the best-performing states. Here is how states compare
when looking at the following health system parameters:
Quality. The percentage of adults age 50 or older receiving all recommended preventive care ranges from 50
percent to 33 percent across the states, and the percentages of diabetics receiving basic preventive care services
varies from 65 percent to 29 percent.33 If all states reached
the levels achieved among the top-ranked states, nearly 9
million more older adults would receive recommended
preventive care and almost 4 million more diabetics
would receive care to help prevent disease complications.
Preventable utilization and costs. Rates of potentially preventable hospital admissions among Medicare
beneficiaries range from more than 10,000 per 100,000
beneficiaries in the five states with the highest rates, to
less than 5,000 per 100,000 in the five states with the
lowest rates.34 If all states reached the lowest levels of
admissions and readmissions, hospitalizations could be
reduced by 30 percent, saving Medicare $2 billion to $5
billion each year.35
Achieving the highest levels of health system quality
ultimately requires changing the structures and processes of the environment where health professionals
and organizations function. Quality improves by systematically applying evidence about the best care to
clinical practice, using electronic health information exchange to put the right information at the right place at
the right time to improve care and aligning payment
policies to reward the quality instead of the quantity of
services. States have a vital role to play here.
They can lead others toward a vision for quality
improvement that ultimately improves the nation’s health and well-being.

• Health information technology is deficient. The U.S.
has been much slower than other industrialized nations
to adopt HIT and use it to exchange health information
electronically. For example, less than half (46 percent)
of U.S. physicians have electronic medical record (EMR)
capabilities compared with more than 90 percent of
physicians in Australia, Denmark, Italy, The Netherlands, New Zealand, Norway, Sweden, and the United
Kingdom (Figure 5).30 Paper-based record systems in
the U.S. limit communication among patients’ doctors
and have been shown to lead to unnecessary hospitalizations, especially among patients with multiple
chronic diseases.31 Better tools have the potential to improve patient safety and overall quality of care by encouraging physicians to adhere to evidence-based
guidelines, avoid preventable errors, and reduce paperwork and other administrative costs.
All of the barriers described above contribute to wide
variations in health system performance across states. A
scorecard created by The Commonwealth Fund to highlight state-to-state variations on key dimensions of health
system performance32 clearly shows that states are making progress to improve quality, but it also shows how
much more is possible if all states performed at the level
FIGURE 5. U.S. HIT Integration Compared to Other Countries
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As major purchasers of health care—for state employees, Medicaid beneficiaries, wards of the
state, and residents who receive public health services—state governments have been pioneers in
broad-based strategies to improve health care
while holding down the growth in costs. This focus has been driven in part by state budget shortfalls and the resulting imperative to obtain the
best possible value for the considerable state dol-

lars invested in health services. Key strategies that states are
pursuing to improve quality include:

to state collection efforts. States commonly disseminate
quality data through Web sites.36
Some states are using the information they collect from
health plans and providers to create “value” measures—a
combination of quality and costs—to present comparative
information. Early examples of publicly reported comparative information include the Wisconsin Hospital Association’s Hospital CheckPoint and PricePoint programs, which
allow health care consumers and purchasers to see online
how virtually every hospital in the state compares with others and with national and state benchmarks for quality.37
Some impact of comparative reporting is already evident.
Health plans report that they are paying attention to the
publicly available data for how they compare to other health
plans and how hospitals and physicians in their network
compare to others. Anecdotal evidence indicates that hospitals and many physicians also pay attention to how they
compare to their peers and, as a result, appear to be making
efforts to improve their scores. Some businesses are also using publicly reported measures in discussions and negotiations with health plans; however, in most areas, employers
do not often use the information and consumers rarely consider it.38

• Engaging providers, purchasers, and consumers by collecting and publicly reporting data on medical errors, adverse events, and other quality outcomes;
• Leveraging the purchasing power of Medicaid and state
employee health programs to encourage and support integrated systems of care; and
• Accelerating the adoption of HIT.

Measuring and Reporting Quality
Public reporting of data that measures aspects of health
system performance is a critical ingredient for system accountability, a necessary tool for consumer choice, and an
effective way to drive quality improvements. Quality improvement depends on making price and quality information transparent to consumers and purchasers. Many states
are achieving greater transparency by standardizing reporting requirements, publicly reporting quality outcomes,
and convening multi-stakeholder quality forums, all of
which are discussed below.
STANDARDIZE REPORTING REQUIREMENTS

The first step in achieving price and quality transparency is
to standardize data requirements and quality measures.
States often play a role in establishing standard quality guidelines or measures and setting standard data reporting requirements for hospitals, nursing homes, other providers,
and health plans. Uniformity of measures and reporting standards help to align requirements across purchasers, eliminate duplicative or unnecessary reporting requirements, give
providers confidence that employers and consumers are
making fair comparisons, and allow providers to focus improvement on quality measures that reflect evidence-based
medicine. States typically adopt performance standards
based on national measures and best practices, such as those
developed by NCQA and the Joint Commission.

CONVENE MULTI-PAYER QUALITY FORUMS

States can leverage the impact of uniform standards by encouraging other health care purchasers to use the same
standards the state is using or by joining a purchasing coalition and adopting its measures. Twenty-one states report
participating in a public-private collaborative or forum for
the purpose of improving the quality of health care. Of these,
12 report that the state convened the initiative.39 These efforts can amplify impact by ensuring uniformity of approach
and priorities across payers.
Several states—including Iowa, Massachusetts, Maine,
Minnesota, Vermont, and Wisconsin—support a standalone organization with a specific mission to collect and
publicly report cost and quality information. These organizations are at the center of public-private partnerships to
standardize quality measurement and reporting, raise public and health sector awareness of quality problems, and
support the use of innovative technology and the exchange
of information across health care settings to improve quality
and reduce errors. In some cases, these organizations were
originally established by physician leaders or hospital systems to improve patient care. Today, they function as a

PUBLICLY REPORT QUALITY AND SAFETY OUTCOMES

Research shows that simply publishing provider performance data can have a significant and positive effect on hospital quality and physician practice patterns. About half of
the states publicly report quality information. In six states—
Kentucky, Maine, New Jersey, Oregon, Pennsylvania, and
Rhode Island—all payers are required to supply quality data
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MINNESOTA’S QUALITY MEASUREMENT AND PUBLIC REPORTING INITIATIVES
Minnesota’s employers were among the first in the nation to identify great variation in health plan and
provider quality. In 1988, General Mills, 3M, and other large self-insured employers in the state created
a Buyer’s Health Care Action Group to challenge the state’s health plans and providers to publish quality results so that consumers and employers would have the information they need to reward optimal
health plan and provider performance. Despite some initial tension, Minnesota’s health plan and provider community embraced market transparency as a strategy to drive quality. Strong physician leaders
and the state’s non-profit health plans worked together to create the Institute for Clinical Systems
Improvement (ICSI) and MN Community Measurement (MNCM).
ICSI was established in 1993 by HealthPartners, Mayo Clinic, and Park Nicollet Health Services to
improve patient care through innovations in evidence-based medicine. Today, 85 percent of Minnesota
physicians and all of the state’s health plans participate in ICSI. MNCM was created by Minnesota’s
health plans in 2004 to report statewide health care quality measures across medical groups. Using ICSI
guidelines and data that the health plans supply, MNCM measures, compares, and reports “HealthScores” for more than 700 provider groups and clinics across the state. ICSI and MNCM put Minnesota
ahead of most states in its capacity to understand what contributes to health care value and health
system performance by creating a forum to discuss, test, and act on new ideas.
SOURCE: Commonwealth Fund, “Aiming Higher for System Performance,” October 2009.

multi-stakeholder forum to align statewide quality improvement and cost-control initiatives.
These organizations are “on call” to evaluate and adopt
emerging best practices and have enabled their host states
to act quickly to adopt quality-oriented delivery system reforms, including patient-centered medical homes, electronic health information exchange, and payment reforms that
reward caregivers for the quality rather than the quantity of
services provided. They often are instrumental in supporting other collaborative efforts, such as value-based purchaser coalitions and initiatives to adopt HIT.

REQUIRE QUALITY IMPROVEMENTS IN CONTRACTS

State agencies that purchase health services commonly use
managed care delivery systems, because these approaches
can provide an organized, integrated structure for care.
States sometimes choose these systems of care specifically
because they hold the promise of higher quality while assuring access, resulting in cost savings and allowing the state to
hold a single entity responsible for performance. State agencies can build quality and safety standards into their contracts with health plans and providers. Most that do so, require reporting on nationally developed or endorsed quality
measurements, such as those from AHRQ, CMS, NCQA,
Joint Commission, and NQF. State Medicaid and Children’s
Health Insurance Program (CHIP) plans also commonly use
state-developed measures, particularly to assess quality outcomes for children. Contract requirements to report patient
safety are less common than quality measures, although a
few states—including Florida and Oregon—require reporting on patient safety measures on all contracts.41

Leveraging State Purchasing Power
State and local governments are responsible for 17 percent
of all health spending in the U.S. much of which—38 percent—is related to Medicaid.40 As a major purchaser of care,
states have significant leverage to demand high quality from
providers, and to specify the delivery system through which
care is provided. States are using a variety of tools to leverage their purchasing power for quality improvement, including contract requirements, direct financial incentives,
alignment across state agencies, and value-based purchasing collaboratives, all of which are discussed below.

PROVIDE FINANCIAL INCENTIVES FOR QUALITY IMPROVEMENT

Many states use direct financial incentives to influence the
behavior and decisions of providers, health plans, consumers, and private purchasers of health coverage to promote
75
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higher quality and better health care value. Traditionally,
purchasers have focused on cost containment—getting discounts from suppliers or shifting costs to workers—rather
than trying to use their market power to improve value and
system performance. Increasingly, states are working with
other purchasers to pursue new, innovative, incentive-based
techniques to achieve quality improvement.
Pay-for-performance (P4P). These programs exemplify financial incentives. P4P ties a portion of the provider’s
fee to one or more objective measures of performance.
These programs use extra payments to reward health plans
or physician practices for meeting benchmarks or improving on process of care measures (e.g., immunization rates),
structural measures (e.g., adopting medical home practices), or other desired outcomes. These efforts have shown
some improvements in quality but little evidence of cost
savings.42
More than half of all Medicaid programs have established
a P4P initiative.43 Seventy percent of existing Medicaid P4P
programs operate in managed care or primary care case
management (PCCM) environments, and the vast majority
focus on quality improvement rather than cost containment,
sometimes with impressive results. For example, Pennsylvania’s managed care P4P program led to a 9 percent increase in mammograms for early breast cancer detection
and a 20 percent increase in adolescent well-child visits.44
States have also recently started providing incentives directly to hospitals, nursing homes, and other providers
through fee-for-service programs. For example, the Arkansas Medicaid hospital P4P initiative offers bonuses for
reaching target performance levels on CMS quality measures that hospitals were already reporting.45 Pennsylvania
Medicaid’s P4P initiative measures seven-day readmission
rates and rewards hospitals on structural measures that include e-prescribing and computerized physician order entry (CPOE).46
Nonpayment for “never events.” This is another type of
incentive program where providers are not reimbursed for
services rendered in error. In addition to paying for good
performance, some states are not paying for certain types of
poor performance. More than half of the states have enacted
legislation, regulations, or executive orders creating reporting systems for preventable, adverse events. Many of these
reporting systems focus on “serious reportable events”
identified as events that should never occur in a health care
setting, hence the phrase “never events.”47 The National
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Academy for State Health Policy (NASHP) recommends
that states implement nonpayment for preventable, adverse
events or conditions as a relatively easy, visible, and noncontroversial first step to promoting patient safety.48
Currently, in 12 states—Colorado, Kansas, Maine, Maryland, Massachusetts, Minnesota, Missouri, New Jersey,
New York, Oregon, Pennsylvania, and Washington—Medicaid or other health care purchasers deny or adjust payment for certain adverse events or preventable conditions.
At least six additional states have CMS approval to implement a Medicaid non-payment policy, and others are considering such a policy.49 All but one of the states that have
implemented nonpayment policies base them on NQF’s list
of serious reportable events or Medicare’s nonpayment policy, which includes NQF’s list plus certain other preventable
hospital-acquired conditions.50 One state—Maryland—uses
a unique list of 50 potentially preventable complications.51
The following other incentive programs can be explored:
• Consumer incentives. A few Medicaid programs are
working with their health plans to offer incentives that
encourage people to take a more active role in their own
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care. Initiatives have generally focused on lifestyle
changes related to smoking or obesity or on seeking preventive or follow-up care.52 At least five states have enacted legislation to begin or consider initiatives that build
on the concept of “patient engagement” promoted by the
U.S. Department of Health and Human Services as a way
to control costs and improve health outcomes. Incentives
for the desired behavior may include reduced cost sharing (Florida), additional benefits that are not part of the
standard benefit package (Michigan, Texas), and gift
certificates or movie passes (California).53

FIGURE 6. Examples of State Medicaid Programs Participating in
Multi-Payer Value-based Purchasing or P4P Initiatives
State

Program Name

Kansas

Multi-Payer Program

Maine

Maine Quality Forum

Minnesota

Smart-Buy Alliance

New Hampshire

Citizen’s Health Initiative

New York

Regional Pay-for-Performance Grant Program

Oregon

Oregon Health Care Quality Corporation

Vermont

Vermont Blueprint for Health

Source: K. Kuhmerker and T. Hartman, 2007.

• Tiered premiums or copayments. Some states are using
tiered premiums or copayments to steer care toward
more efficient and effective providers. For example, the
Group Insurance Commission (GIC) in Massachusetts,
which administers state employee health benefits,
worked with six of the seven largest private insurance
carriers in Massachusetts to develop physician performance profiles based on quality and cost-effective care.
GIC provides results for individual physicians to all of its
contracted health plans and requires the plans to develop
and implement tiered cost sharing that is based on the
provider’s performance ranking. The provider’s performance group (e.g., tier-one, tier-two, or tier-three) is
communicated to enrollees through the plans, and differential co-pays are attached to each tier to reward enrollees who seek care from higher-performing providers.54

private initiative to purchase pharmacy benefit management services.55

Ensure Interagency Quality Efforts
Many state agencies have a role in improving health care
quality. However, there is often no focal point for state efforts to address quality. State responsibility tends to be
spread across an array of professional licensure boards, licensing and certification agencies, Medicaid, insurance,
public health, and other departments. Without a natural vehicle to organize quality activities, states’ efforts may be
fragmented.
Some states use their leverage internally to drive quality
and efficiencies through inter-agency contracts and grant
requirements. Others have developed quality collaboratives,
agendas, and forums to craft coordinated strategies across
their agencies. For example, eight states—Colorado, Kansas, Massachusetts, Minnesota, Ohio, Oregon, Vermont,
and Washington—participate in a State Quality Improvement Initiative (SQII) sponsored by AcademyHealth and
The Commonwealth Fund to develop and implement specific statewide strategies.56
A wide range of potential issues and quality efforts can
be furthered by interagency coordination. For example,
states can bring multiple agencies together around a common chronic condition, ensuring that all purchasing and
patient support efforts are targeting critical quality gaps in
a coherent and supportive fashion. Public health, Medicaid, and state employee programs will be at the core of such
efforts, but efforts can be further enhanced through other
agency programs (e.g.,—aging units with consumer outreach tools).

Convene Value-Based Purchasing Collaborative
Some states are forming multi-payer purchasing coalitions
with private purchasers to make measurement, reporting,
and incentive programs uniform for providers and to establish common benchmarks for improvements in quality and
safety (Figure 6). Most public-private health care purchasing initiatives have focused more on cost containment than
on quality improvement. Only about half of public-private
health care purchasing initiatives that include states specifically address quality. Among these, the Washington Medicaid program and public employee health plan participate in
the Puget Sound Health Alliance, a regional partnership involving employers, providers, health plans, and patients
working together to use evidence to identify and measure
quality and produce publicly available comparison reports
designed to help improve health care decision-making; and
the Wisconsin state employee plan participates in a public-
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VERMONT’S BLUEPRINT FOR HEALTH
Vermont’s Blueprint for Health aligns goals across all state agencies and coordinates with the private sector to create an integrated
statewide system of high-quality health care for all Vermonters, improving the health of the overall population, and improving
control over health care costs by promoting health maintenance, prevention, care coordination, and management of individuals with and at risk for chronic conditions. It is designed to provide patients with the knowledge, skills, and supports needed to
manage their own care and make healthier choices; give providers the training, tools, and financial incentives to ensure treatment
consistent with evidence-based standards of care; support communities to address physical activity, nutrition, and other behaviors to prevent or control chronic diseases; assist providers in acquiring information technology tools to support individual care
and population-based care management; and link financing mechanisms and insurance reimbursement with the attainment of
chronic care treatment goals.
From the beginning, Vermont approached health reform with an emphasis on public health. Public health and clinical medicine
have common roots but over time have grown apart: The Blueprint is attempting to bring them back together. Clinical professionals and public health prevention specialists work together on the Blueprint’s Community Care Teams. The state’s health information exchange collects and shares information that is relevant for individuals at the point of care and used to track risk factors
across populations. Catamount Health, the state’s subsidy program for low-income Vermonters to purchase private insurance,
includes coverage and waives cost-sharing for chronic care management and preventive care, and Medicaid includes new benefits
and reimbursement incentives to improve chronic care management.

or in legislation. Regardless of the means, the message needs
to be clear that high-quality care and quality improvement
are priorities for the state and that continuous improvement
is expected of all stakeholders.

STATE OPPORTUNITIES TO FURTHER ADVANCE
QUALITY IMPROVEMENT
States are at very different places along a continuum of
quality and quality improvement strategies. All states
have made some progress—and every state has room to
improve. The good news is that there is a growing body of
evidence about what works to improve health care quality, and many states have learned valuable lessons that are
now available to others that also want to improve. The
checklist below summarizes some of these lessons and
provides new ideas for states that want to further advance
quality improvement.

Assess the State’s Capacity for Quality Improvement
Some states have focused on quality improvement for
years; others are just getting started. Regardless of a state’s
current stage, it is important to periodically assess the
state’s capacity for further improvement. Many factors affect a state’s capacity for quality improvement, political
culture, economic outlook, population characteristics, and
existing medical infrastructure. Each must be balanced to
realistically assess what is possible while pushing the system toward its full potential. States also need to anticipate
resistance and plan ahead to address challenges as they
arise. Examples of resistance include: systemic barriers to
quality improvement, such as paper-based record systems;
wide variation in medical practice; and worries about who
will bear the cost of new systems and processes.

Create a Vision for Quality Improvement
State governments—and particularly governors’ offices—are
well positioned to create a vision for quality improvement
that benefits the health sector overall. States have considerable influence as purchasers of health coverage, regulators
of insurance and providers, and advocates for vulnerable
populations. These roles create opportunities—and responsibilities—to make high-quality care and quality improvement an explicit and high-profile objective for all state
health policies and programs. This vision can be expressed
as instructions to state agencies, through executive orders,
20 | State Roles in Delivery System Reform

Focus First on Standard Measures and Public Reporting
Quality improvement depends on performance measurement and public reporting. This step is a prerequisite for
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quality improvement and cannot be skipped. The goal is to
make quality and cost information as transparent as possible and use that information to drive system accountability
and quality improvements. The path toward greater transparency typically involves significant state involvement to
establish uniform quality measures, standardize reporting
requirements, and publicly report the results. Some states
are using the information they collect from health plans
and providers to create “value” measures to compare performance across providers and plans. A few states assign
responsibility for collecting and publishing quality information to a stand-alone organization that is “on call” to evaluate and adopt emerging best practices.
Regardless of whether an initiative to measure and report quality standards is led by states or by an independent
organization, it should bring together multiple stakeholders—including providers, purchasers, and regulators—to
obtain their input, hear their suggestions and concerns,
and build a sense of ownership and buy-in. The measures
should not be onerous for providers to collect and report
and, to the extent possible, should build on data already
being collected by other organizations (e.g., Joint Commission, CMS). The measures also should be seen as useful to
purchasers for selecting and reimbursing providers, and to
providers, who will likely monitor them and try to improve
their own performance. Broad input is critically important
to establishing trust in the measurement system, ensuring
reporting compliance, and making the reporting process
easy to administer and meaningful in its results.

Enhance Activities by Ensuring State Agency Coordination
Most states align priorities across specific departments,
such as health and human service agencies and Medicaid,
but a few also align quality improvement activities across
state employee benefit programs, professional licensure
boards, public health, insurance, and other systems that
provide health coverage, such as prisons. Working together,
these agencies can increase their leverage to drive quality
improvement through inter-agency contracts and grant requirements, quality measurement and reporting, and payment reforms.
Convene a Broad Coalition of Purchasers
In addition to aligning quality improvement activities internally across state agencies, states also have an opportunity to
coordinate activities externally by participating in multipayer purchasing coalitions. This public-private approach
enhances a state’s leverage to drive quality improvements
and efficiencies, eliminates duplicative reporting requirements, and reduces confusion among payers, providers, and
patients. To date, most public-private health care purchasing initiatives have focused on cost containment, not quality
improvement. States have an opportunity to lead these initiatives in a new direction—still focusing on cost containment but also taking quality into consideration, with the ultimate goal of adopting value-based purchasing.
Prioritize Health Information Exchange
The federal government is working with states to support
the adoption of HIT and electronic health information exchange (HIE). Over the next four years, the Office of the National Coordinator (ONC) for HIT will spend $40 billion to
create a nationwide health information exchange and support Medicare and Medicaid providers in their effort to become “meaningful” users of electronic health records
(EHRs). The following programs, which depend on state involvement, are included in the initiative:

Build Stakeholder Interest Around Targeted Initiatives
Most states—including those that today manage a comprehensive quality agenda—start with a focused quality initiative that allows them to build trust and support across diverse stakeholders. One state, for example, might focus
first on care coordination and disease management for
people with diabetes—and leverage that initiative to introduce medical home concepts, payment reforms, or HIT.
Other high-value starting points include reducing emergency department visits related to asthma or reducing hospital admission rates for congestive heart failure.57 Once
established, these initiatives can be expanded to include
other disease states and objectives—all the while building
the state’s overall capacity to take on larger scale quality
initiatives.

• State Health Information Exchange Cooperative
Agreement Program. ONC awarded $547 million to all
50 states to establish electronic HIE capacity among
health care providers and hospitals.58
• Health Information Technology Extension Program.
ONC awarded $632 million in two rounds of grants to 60
newly created Regional Extension Centers to offer tech-
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• Work with electronic health record vendors to build in
practice-based tools and reporting; and
• Incorporate quality reporting and data aggregation tools
into a health information exchange build-out.

LEVERAGE FEDERAL HEALTH CARE REFORM
FUNDING AND RESOURCES
While responses to federal health reform will be unique to
each state’s circumstances, all states will have opportunities
to explore new federal funding and resources related to
quality improvement. The Patient Protection and Affordable Care Act (PPACA) expands opportunities for states and
communities to participate in demonstration and pilot projects to test quality improvement and value-based purchasing strategies. The law funds the following programs to advance these efforts:
• Medicaid Global Payment System Demonstration
Project. Up to five states will be selected to receive funds
for large safety net hospital systems or networks to transform from a fee-for-service system to a capitated global
payment structure.

nical assistance, guidance, and information on best practices to assist health care providers in their efforts to become meaningful users of certified EHRs.59

• Medicaid Integrated Care Hospitalization Demonstration Program. Up to eight states will be selected to
use bundled payments to promote integration of care
around hospitalization.

• Medicaid and Medicare “Meaningful Use” Incentive
Payment Program. ONC will provide up to $35 billion
over four years (2011-2014) in incentive payments for eligible providers who demonstrate “meaningful use” thorough certified EHR technologies that, among other
things, electronically exchange health information to improve quality of care.60,61

• Medicaid health home for chronic conditions. This
new Medicaid state plan option will provide health
homes for enrollees with chronic conditions at 90 percent FMAP during the first two years that the state plan
amendment is in effect.

There are multiple resources available to states to share best
practices for HIT adoption. The National Governors Association Center for Best Practices also provides policy assistance to states through the ONC-funded State Alliance for
e-Health.62 The Alliance provides a nationwide forum for
states to work together to identify inter- and intrastate—
based HIT policies and best practices, and explore solutions
to programmatic and legal issues related to the exchange of
health information.
In seeking linkages between HIE and quality, states can
explore some of the following ideas:

• Pediatric Accountable Care Organization Demonstration Project. This provision allows pediatric providers to
organize as ACOs and share in federal and state cost savings generated under Medicaid.
The following additional new resources and technical assistance will be available to states to improve quality and health
system performance:
• CMS Center for Medicare and Medicaid Innovation.
The center will test new provider payment models designed to improve quality and reduce costs and, if successful, implement models in Medicare, Medicaid, and
the State Children’s Health Insurance Program.

• Use HIT to support evidence-based medicine and improve patient care through transparent reporting of
health outcomes and costs;
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• Federal coordinating council for comparative effectiveness research. This new council will conduct and
disseminate research on comparative effectiveness of
clinical procedures, practices and treatments.

EMBED QUALITY IMPROVEMENT IN EVERY
HEALTH REFORM
The strategies discussed throughout this paper should be
seen as tools for improving health care quality. Each tool
can be used to address a problem or multiple problems —
but combining them with other reforms may be more effective in achieving the goals of improved quality and reduced health care cost growth. For example, the tools
discussed in this chapter (measuring and reporting quality,
leveraging purchasing power, and adopting HIT) combined with strategies discussed in the other chapters (prevention and primary care, care coordination and disease
management, and payment reform) have the potential to
achieve better integration of the delivery system and lead
to improved patient outcomes and less waste, duplication,
and poor quality care. The combination of HIT investments and disease management interventions, in particular, has been shown to significantly improve quality and
lower costs.64
The evidence related to health care quality in the U.S.
shows that while there is tremendous potential for improving outcomes and saving money, these benefits are difficult
to achieve in our current system, which is fragmented, uncoordinated, and rewarding of service volume over service
value. Incremental reforms may lead to incremental improvements in care, but they are unlikely to lead to the more
fundamental changes in delivery that are needed to increase
value and address the major gaps in cost and quality that
currently exist in the U.S. health care system.
In contrast, systemic initiatives can reorganize the system of care and align incentives to achieve the best possible outcomes at a significantly lower overall cost. A systemic initiative combines multiple strategies—prevention
and primary care, care coordination and disease management, payment reforms, and quality improvement initiatives—to reset the basic rules of the system and reward
value over cost, quality before quantity, and coordinated
rather than fragmented care. Change on this scale is not
easy, but it is necessary to achieve the much higher levels
of health care quality that we know are possible and that
all Americans deserve.
The reforms spelled out in PPACA and other recently enacted federal health care legislation present opportunities to
begin or continue making progress toward reorganizing the
health care system and improving system performance.
States will continue to play a vital role in these areas.

• Patient-centered Outcomes Research Institute. This
private non-profit institute will be established to set a national research agenda and conduct comparative clinical
effectiveness research.
• Development of quality measures for use in federal
programs. The U.S. Department of Health and Human
Services (HHS) will involve multiple stakeholders to select quality measures to be used in reporting to and payment under federal health programs.
Going forward, the role of quality efforts in the Medicaid
expansion and in the new insurance exchanges must be
considered. Within each of these initiatives, new opportunities exist to use program dollars, participation, and policies
to drive quality improvement. For example, the insurance
exchanges will be a new venue for sharing quality information with the public and could also be leveraged to drive system performance.
In addition to PPACA implementation, states also can
take advantage of the following other federal initiatives to
improve health care quality and achieve quality objectives:
• Child Health Insurance Program Reauthorization Act
(CHIPRA). Passed in 2009, CHIPRA provides states
with technical and financial assistance to create highquality systems of care for children in Medicaid and
CHIP, including new core quality measures, an enhanced
federal match for quality reporting activities, and demonstration grants to test new strategies for improving
child health quality.63 An important element of each demonstration project is use of electronic data sources, including electronic health records and data from outside
the Medicaid/CHIP agencies to provide a more complete
picture of children’s health.
• American Recovery and Reinvestment Act (ARRA).
The 2009 federal economic stimulus package provided
additional federal funding to support state Medicaid programs. In addition to enhanced federal matching payments for Medicaid services, the stimulus law also provided significant new investments in HIT, as described
above. HIT and information exchange funding was also
included in ARRA under a section known as HITECH.
81
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CHAPTER 2

Care Coordination and
Disease Management
Debra Lipson and Melanie Au
Mathematica Policy Research, Inc.

Several years ago, David Lawrence, the former
chief executive officer of Kaiser Permanente—
one of the nation’s largest and most respected
integrated health care systems—wrote about
the care his 88-year-old mother received in the
regular Medicare system after she fell.65 Following an emergency room visit and three days in
the hospital, she spent a few months rehabilitating in a skilled nursing facility. In the first
month alone, she was cared for by 10 physicians,
at least 50 nurses, 10 physical and occupational
therapists, and a host of nurse aides.
“At times, Mom’s care seemed like a pick-up
soccer game in which the participants were
playing together for the first time, didn’t know
each other’s names, and wore earmuffs so they
couldn’t hear one another. Her care seemed like
an ‘ad-hoc-racy’ that involved well-trained and
well-intentioned people, state-of-the-art facilities, and remarkable technologies—but was
not joined into a coherent whole for the benefit of her or her family. My mother ricocheted
from place to place like a pinball. Each contact
brought another bill, different advice, and increased risk that something could go wrong.”

Her experience is commonplace. The U.S.
health care delivery system is characterized by
fragmented, uncoordinated care resulting in
high costs and poor health outcomes. The consequences are especially dismal for the estimated 130 million Americans—almost half the population—with at least one chronic disease, such
as congestive heart failure, diabetes, mental illness, and asthma. Those with one or more
chronic conditions are heavier users of health
care. When their care is not coordinated across
their many providers, they are more likely to get
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duplicate tests, are at greater risk of conflicting
treatments and medications, experience higher
rates of avoidable hospitalization, and receive
less preventive care than is recommended—all
of which contribute to higher costs.66
Care coordination and disease management
have emerged in recent years as promising strategies to reduce fragmented care, improve health
care quality, and reduce costs. While called by
different names, most of these programs share
some common elements: mechanisms to coordinate care across multiple providers and care
settings, greater communication among providers and patients, and support for patients and
their caregivers to manage their conditions. But
programs often differ in the emphasis placed on
each of these features and in the populations
targeted.
Governors and policymakers in many states
have begun to craft health delivery reforms to
promote coordinated care and manage chronic
disease in the hope of improving health status
and reducing costs. In some states, these efforts
are pursued independently by the state Medicaid agency, private health plans, large employers, and professional associations. But most experts believe that disjointed efforts are not
effective in changing provider behavior. True
coordination can take place only by harmonizing strategies among all providers to synchronize care and motivate individuals to better
manage their chronic diseases. However, it can
be difficult to forge a coherent strategy that all
key stakeholders agree on, particularly if the reforms challenge the interests of strong provider
groups. Gaining consensus is critical to driving
broader changes in the health care system.
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State policymakers have many levers to move all key players toward greater care coordination—through their role as a
large purchaser of care for Medicaid enrollees and state employees; by joining initiatives that align private and public
payment incentives; and by developing public education
campaigns that stress the health and financial gains to individuals, families, and taxpayers.
This chapter reviews the levers and options available to
states to reform health care delivery by promoting more coordinated, effective care that reduces the use of expensive
health services and results in better health. It begins by summarizing the evidence on the effectiveness of care coordination and disease management programs in the private sector,
in state programs, and in other countries, highlighting factors that have helped improve health and lower costs. It then
discusses challenges and considerations state policymakers
face in developing a strategy that will work best in each state.
Next, it reviews how state programs have applied lessons
from evidence and experience. The chapter concludes with
principles that can help policymakers in every state make
progress, regardless of their starting point.
The bottom line from the evidence and experience to
date is that some care coordination and disease management
programs can save money or reduce costs if they have the
right tools and use incentives to lower the use of expensive
health services. They can also improve health status for
many individuals with chronic diseases and conditions.
State policymakers in search of the greatest gains must ensure that such programs have the following components:

month to provide education, support, and transitional
care. Frequent in-person contact helps patients and caregivers develop trust in care coordinators. It also explains
why self-management programs often involve peer leaders who can more easily engender trust. Hence, programs
must have sufficient resources to provide intensive contact and support to patients who could benefit the most.
• Foster regular communication between care coordinators and primary care physicians. Close ties between
care coordinators and physicians are critical to program
effectiveness because regular communication improves
chances to develop tailored interventions for patients. In
addition, streamlined communication can more quickly
identify problems that require immediate physician response to avoid acute episodes or speed recovery.
• Provide timely information to providers on hospital
and ER admissions. Learning about acute care episodes
soon after they occur is critical so that interventions can
be initiated at that point. To prevent readmissions, programs must provide support to patients and their families
to ensure successful transitions between health care settings. Unless hospitals are offered incentives to cooperate, they may resist such efforts, as they can threaten their
financial status.

HOW EFFECTIVE ARE CARE COORDINATION AND
DISEASE MANAGEMENT?
Research and evaluations on the effectiveness of disease
management and care coordination programs can inform
state policymakers about the elements that contribute to
better health outcomes and cost savings. The evidence
comes from a variety of models, emphasizing different strategies and target populations, tested in private programs and
health plans, in federal Medicare demonstration programs,
with state Medicaid enrollees, and in other countries. Sufficient evidence exist that care coordination and disease management can be important tools for achieving better health
care quality. Although the results from the earlier studies are
mixed for cost savings, states can apply the critical lessons
learned to build successful programs going forward.

• Target high-risk patients. Effective programs target services to those who are at greatest risk of hospitalization,
have more serious illness, and have multiple chronic conditions or accompanying functional disabilities.
• Tailor services to meet individual patient needs. Effective programs take the time to assess each patient’s needs,
create individualized care plans reflecting patient goals,
and vary the intensity of intervention based on patient
risk. They also help patients manage their own health
care, teach them how to take their medications properly,
and arrange for social services for patients needing help
with daily living activities, transportation, or overcoming
isolation.

Early Disease Management Programs
Disease management programs introduced in the mid- to late
1980s focused on single conditions such as congestive heart

• Provide sufficient in-person contact. The most successful programs average nearly one in-person contact per
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failure (CHF) and diabetes. Several of these programs produced both cost savings and better clinical outcomes.68 But
studies of these early disease management programs also
showed that cost savings were not guaranteed. Those that
achieved savings did so by reducing hospitalization rates.69
Spurred by initially positive results, an entire industry
emerged to provide disease management programs to large
employers, health insurance plans, and provider practices.
By 2006, most large health insurance plans offered them—
about one-quarter of employers offering health benefits included at least one disease management program in their
largest health plan and more than half of firms with 200plus workers did so.70 But few of the programs produced the
same level of cost savings or clinical improvements as those
in the early studies. In part, this was because the early programs were conducted in academic medical centers or integrated health care delivery settings, with small numbers of
patients and controlled circumstances that were difficult to
replicate in real-world settings.71
Studies of early disease management programs also offered lessons about what not to do. For example, because
they focused on single disease conditions, many of the early
programs were ineffective for people with multiple chronic
conditions.72 In addition, stand-alone disease management
programs that integrate their activities with physicians will
have a greater impact than programs that do not. Integration
between disease management firms and physicians promotes better and faster exchange of information about
changes in patient conditions that can be addressed through
timely adjustments in medications or treatment plans.73

Stanford University. Through patient workshops, this
program builds patients’ confidence about their ability to
change their health behaviors.74 Nurses and peer leaders
educate patients on how to manage their symptoms, talk
to providers about treatment choices, and encourage patients to participate in activities that maintain function.
One study found that the program decreased hospital day
visits over a six-month period.75 Another study found that
just a similar four-week self-management program reduced the number of hospitalizations and hospital days,
saving roughly $1,800 per person per year.76
• Transitional care programs. These programs, which coordinate and manage care after hospital discharges or
other critical transitions between health care settings,
provide strong evidence of their effectiveness in reducing
overall hospital costs, largely because they help to reduce
hospital readmissions.77 Most transitional care programs
use the same approach: advance practice nurses provide
education and “coaching” to patients to teach them how
to manage their care and medications after discharge, follow up with patients to help them keep physician appointments, and make sure patients know what to do if they
experience problems. A study of one of the best-known
programs, proved it could lower total hospital costs by
about $850 per patient by reducing readmission rates.78
Another program showed that its participants had 40 percent lower total annual health costs compared to nonparticipants.79 A similar Kaiser Permanente-sponsored program lowered the need for subsequent emergency room
visits and reduced hospital costs, producing estimated annual savings of $5,276 per person.80

Evaluations of Private-sector and Medicare Programs
In the late 1990s, disease management programs spread,
serving larger numbers of patients in the private sector and
the Medicare program. They began to target a wider array of
diseases, experimented with new interventions, and served
people whose diseases were more complex or severe. The
programs examined here tend to fall into one of three categories: self-management efforts, transition of care programs,
and care coordination.

• Care coordination programs. These programs have had
mixed results and there are fewer examples of success, in
part because some effective practices were diluted or not
done as well when the programs were scaled up. These
programs have also been subject to more rigorous evaluation than most disease management programs. For example, the Medicare Coordinated Care Demonstration
(MCCD) evaluation found that only two of the 15 sites
reduced the rate of hospitalization among program participants and none generated net savings.81 Across the 15
sites, costs actually increased on average by 11 percent,
because the cost of delivering care coordination services
outweighed any savings.

• Self-management. Interventions that engage patients in
treating and managing their conditions have also been
shown to reduce hospitalizations and costs. One of the
most effective programs of this type is the Chronic Disease Self-Management Program (CDSMP) developed at
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management program in Indiana showed
that it flattened the rate of cost growth for
program enrollees and even for low-risk
patients. The study found that the largerthan-expected savings were attributable
in part to the provision of low-cost telephone support to enrollees.85
State experience suggests that, to be effective, Medicaid disease management
and care coordination programs must be
adapted to meet the needs of different
population groups and have flexibility to
evolve. For example, Washington State’s
disease management program, begun in
2002, tried to manage each chronic condition separately and did not produce expected cost savings, in part because it did
not address the needs of those at highest
risk—individuals with multiple chronic conditions.86 Accordingly, the state shifted its focus to high-risk enrollees
and created two new programs—one for individuals with
mental health and substance abuse problems and another
for people with chronic conditions who were at highest risk
of using expensive care. The first program coordinated mental health, substance abuse, and long-term care services
along with primary care and disease management. By the
end of 2007, it had slowed the rate of growth in inpatient
admissions and lengths of stay in state mental hospital facilities and lowered wait times for routine appointments.87 The
second program provided intensive nurse case management
to high-risk clients. Although this program has not yet led to
significant savings because of relatively high program costs,
it has successfully controlled spending growth.
Washington State’s experience reflects a broader trend
among most state Medicaid agencies to target disease management, care coordination, and case management programs
to beneficiaries with multiple and complex chronic conditions. Medicaid officials are also tying a portion of provider
payment to improved outcomes, reporting providers’ performance and quality indicators, and using other strategies
to give providers greater incentives to improve care.88 Although rigorous evaluations have not yet been conducted on
these programs yet, their potential to reduce total costs and
improve health outcomes looks more promising than the
first-generation disease management programs.

States can use these experiences to achieve better results.
Based on these evaluations, state programs should carefully
scale up to larger populations and adhere as closely as possible to the original program models. Evaluators also concluded that to improve quality of care and be at least costneutral, programs must have substantial in-person contact
with patients with moderate to severe risk and should include strong transitional care components.82, 83
These lessons are being used to develop the “next generation” of care coordination models, known as patient-centered medical homes (PCMHs), which try to integrate disease management, transitional care, and care coordination
into the primary care physician practice. For example, the
Guided Care program developed at Johns Hopkins University relies on specially trained nurses based in primary care
offices to provide comprehensive care coordination to highrisk patients with multiple chronic conditions or complex
health care needs. In addition to improving quality of care
and reducing caregiver strain, a recent study showed the
program may have reduced the use of expensive medical
care and saved about $1,360 per patient per year.84

Medicaid Program Evidence and Experience
As with private-sector and Medicare programs, state Medicaid agencies have adopted various approaches to care coordination and disease management, depending on the delivery
models each state uses. An evaluation of a Medicaid disease
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The British National Health Service (NHS) is a much more
centralized health care financing and delivery system than in
the U.S. or Germany, but its experience with care coordination and disease management is also instructive. In 2004, the
NHS Improvement Plan gave priority to addressing the needs
of people with chronic illness by shifting the focus from
strictly treatment to prevention, seeking better coordination
between community physicians and hospitals, and providing
support to patients to manage their conditions. The NHS
then created the Long-Term Conditions Model, which establishes three levels of support: self-management, in which
paraprofessionals provide education and support to people
with various conditions; disease management for people
whose conditions can be controlled through regular primary
care visits, with extra pay for practices that achieve performance targets; and case management pilot programs provided by advance practice nurses, for older adults with more
complex conditions at greatest risk of hospital admission.91
Assessments of the programs are mixed. Self-management programs expanded but serve far fewer people than
could benefit from them. The disease management program
has improved patient outcomes but at a high cost. And, the
case management pilots have not reduced hospital admissions, though they may have reduced lengths of stay. The lesson, according to one expert, is that actions on several fronts
are needed and must be integrated so that providers have
clearer incentives and strong rewards for lowering health
care use overall.92

International Lessons
Health systems in other developed countries have similarly
experimented with different approaches to care coordination and disease management. Evidence indicates that some
programs can improve health outcomes, although, like many
U.S. programs, it is not yet clear that they reduce costs. Their
experience provides lessons to U.S. policymakers on the
challenges of scaling up programs more broadly.
In Germany, as in the U.S., a wide variety of care management models have been introduced over the last two decades. Like the U.S., Germany is a federal republic made up
of states with their own constitutions. But regulation of the
provision and financing of health care services is predominantly at the federal level. In 2000, the German legislature
enacted a set of reforms in response to a growing trend by
“sickness funds” –the German phrase for health insurance—
to avoid enrolling chronically ill people. The reforms promoted care coordination, strengthened primary care gatekeeping, established registries to track patients with chronic
conditions, and adjusted payments to sickness funds to better reflect enrollees’ health risk.89
To qualify for extra risk-adjusted payments, sickness
funds must offer disease management programs (DMPs)
with certain features. They must follow evidence-based
guidelines, provide training and information for care providers and patients, maintain electronic records of diagnoses
and treatments, and evaluate clinical outcomes and costs.
Participation is voluntary, but there are incentives both for
patients and for providers. The blend of risk-adjusted payments and new funding for DMPs helped to greatly expand
care coordination. By 2008, more than 5.2 million patients
were enrolled in DMPs, almost half of whom were in diabetes management programs.
Evaluations of the program have demonstrated its success in improving care processes, clinical outcomes, quality
of life, and patient experience with care. For example, compared to non-enrollees with similar health status, program
enrollees with diabetes had fewer emergency hospital admissions and higher self-reported health status. They perceived their care to be better coordinated and were better
able to manage their condition.90 Although physicians initially opposed the extra documentation requirements and
saw the treatment guidelines as intrusions on their professional judgment, acceptance has increased over time, suggesting that implementation must involve concerted efforts
to secure physician cooperation.

QUESTIONS TO ADDRESS IN DESIGNING AN
EFFECTIVE STRATEGY IN EACH STATE
Understanding the lessons and elements that have contributed to success is clearly important in the design of effective programs. But state policymakers need to adapt these
lessons to fit the circumstances in their state and build
broad-based support for these efforts. The effectiveness of
an overall strategy depends on making the best decisions in
the context of each state. Among the most important design
decisions, are:
• How to target investments to achieve maximum savings
and health benefit;
• Whether to have state staff perform key functions or contract with private vendors;
• How to overcome provider resistance and align payment
incentives across public and private payers;
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• How to adapt programs to account for variation in state
health delivery systems; and
• How to maximize benefits and overcome challenges in
federal collaboration.

need different types of care coordination, telephone and/or
in-person contact with patients to coordinate care and provide education on self-care, support for and collaboration
with physicians and other care providers, and regular monitoring of care patterns and feedback to physicians. The design of complementary provider payment policies may also
be a critical function to enhance program effectiveness.
The choice of who should perform these functions will
differ in each state depending on the skills and experience of
state staff, the availability of qualified outside vendors, and
the sustainability of either arrangement over time.96 For example, states may already have or can readily hire qualified
clinical staff. If state hiring limits or salary levels make it difficult to recruit and retain people with these skills, states can
contract with outside vendors as long as they devote some
resources to selecting and overseeing qualified contractors.
To be sustainable, it is also important to consider whether
the vendors will be available over time.
If state agencies have qualified data analysts, they can
identify patients in greatest need of coordinated care or disease management and then generate provider profiles or
performance measures. These tasks can also be contracted
to vendors if the state is short on skilled and experienced
staff. Either way, comprehensive, real-time data are critical
to the success of care coordination programs, because they
provide essential information needed for clinicians to manage patient care and for states to monitor program effectiveness and savings. In general, it is best for agency staff to develop and manage payment policies though consultants who
specialize in this area and can be helpful in the design.

Targeting to Maximize Savings and Health Benefit
Deciding which populations should receive extra or enhanced care coordination is a key design issue. The evidence
suggests that the greatest savings come from intensive interventions targeted to the highest-risk patients.93 Such interventions may be more expensive to implement, but tend
to be more cost-effective, because the savings from lower
health care use more than offsets the operating costs. In contrast, programs that target patients with a single chronic illness or those with milder risk may not cost much to operate
but are less likely to generate savings in the short or long run.
Regardless of which populations are targeted, state leaders
need to be reasonably sure of the long-run savings to justify
up-front investment. Because it can be difficult to determine
savings, states need to set aside some funds to conduct thorough evaluations to justify program continuation.
Because the population with chronic conditions or disability is diverse, the most appropriate care coordination model
for each type of patient—and the costs and benefits of each
model—may differ.94 People with a single, relatively mild
chronic illness, such as asthma or hypertension, who are otherwise in good health and not functionally impaired, may benefit from a moderate level of disease management. People with
multiple chronic conditions or severe functional limitations
may need more intensive interventions such as case management and transitional care, which coordinate care among
health and social service providers, ensure support for daily
activities, and make smooth transitions. States may need to design enhanced care coordination programs that are customized to meet the needs of vulnerable populations, such as those
who need help applying for disability benefits; have limited
English proficiency; or lack affordable, accessible housing.95

Overcoming Provider Resistance and Aligning
Payment Policies
One of the major contributors to the current uncoordinated
system is fee-for-service payment, which rewards health care
providers for volume rather than value. Payment policy represents one of the most important levers available to promote
health system delivery changes and give providers greater incentives to coordinate care and manage chronic illness. But
if coordinated care and disease management are effective in
lowering use of costly health services, revenues will decrease
for some providers—particularly hospitals and specialists.
Policymakers must therefore devise strategies for enlisting provider support for these initiatives. Primary care
physicians are generally supportive of such programs, be-

Make or Buy
When designing care coordination/disease management
programs for state-financed populations such as Medicaid
participants and state employees, policymakers need to decide which functions can be performed more cost-effectively
by states and which by private vendors. The core functions
of such programs are: data analysis to identify patients who
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cause most primary care medical home models pay doctors
a fee to coordinate care on top of their other responsibilities. Public and private payers expect that the lower use of
expensive health care will offset the added cost of these
fees. Some hospitals may also support care coordination
and transition programs if they can shorten length of stay,
help to reduce admissions that are not profitable under
current payment policies, and improve patient satisfaction
with discharges—one of the biggest consumer complaints
about hospital care.
If each state insurance plan, large employer, and commercial insurer develops its own payment policies, providers
will face a confusing and potentially conflicting set of policies that make it difficult to adopt a consistent approach to
care coordination. State involvement in public-private payer
initiatives to develop common reimbursement policies is
therefore an important avenue for overcoming provider reluctance, or outright resistance.
Getting public and private payers to agree on common
payment principles is not easy or quick, but it can be done.
For example, in 2009, the Massachusetts Special Commission on the Health Care Payment System recommended the
adoption of global payment models, which pay providers in
advance for all or most of the care that patients need. The
commission viewed global payments—already used for 20

percent of commercial physician payments—as providing
strong incentives to improve care quality and promote coordinated care and recommended their adoption by all public
and private payers over the next five years.97 Private health
plans in the state are now increasing their use of this payment model, and the state Medicaid agency has been authorized to run a pilot program to test it.

Adaptations to Account for Variation in
State Health Delivery Systems
In designing a state strategy to promote care coordination
and patient self-care, policymakers need to consider the
characteristics of their state’s health care delivery system.
States vary in the mix of physician practice types (for example, large or small group practices and solo practitioners),
the number of physicians and nurses, the number of private
insurers and market concentration, strengths and functionality of local public health agencies, the availability of provider costs quality data, and the health care needs and service patterns of vulnerable populations.
For example, states with a high proportion of small physician practices, or a low percentage of people enrolled in
managed care plans are better suited to care coordination or
disease management programs operated by specialized
commercial firms, as long as they are specifically designed to
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support physicians.98 That is because solo or two-physician
offices are least likely to use the most effective care management tools—nurse managers, non-physician educators, and
group visits.99 By contrast, states with a greater concentration of large group practices and staff model health maintenance organizations (HMOs) are more likely to use these
management tools and lend themselves to models that put
the onus on the practices.
Although there is great variation across and within states
in hospital market concentration, having fewer hospitals in a
state or region can make it easier to coordinate information
about people among hospitals and community-based providers. Similarly, if there are fewer private insurers and
health plans in a state or a handful of plans that dominate the
commercial market, it may be easier to develop a common
approach and set of principles regarding care coordination
for providers than in states with multiple plans.
Care coordination and disease management can be bolstered by involving state or local public health systems and
community health centers. Public health agencies can perform a variety of roles: maintaining registries of people with
chronic diseases, making nurses available to help conduct
outreach to vulnerable populations, and aggregating data on
provider performance from public and private payers. Community health clinics can also help reach vulnerable, at-risk
populations with education, support, and services. This outreach is especially important for groups with special needs,
such as those living in rural and frontier areas, people with
limited English proficiency, and Native Americans who are
not regular patients at Indian Health Service sites. Deciding
whether and how to involve state and local public health

agencies and community clinics is therefore important. Because these agencies are often underfunded, they may need
new resources to carry out these tasks.

How to Collaborate Effectively with Federal Policy
State policymakers have several options for collaborating
with the federal government to promote coordinated care.
For example, the federal and state governments jointly finance care for 8.8 million dual eligibles—those enrolled in
both Medicare and Medicaid. They accounted for about 46
percent of total Medicaid spending and a quarter of total
Medicare spending in 2005, despite comprising less than
one-fifth of enrollees in either program (Figure 7).100
As some of the most chronically ill patients, these patients are a key group to target for care coordination. Yet
federal initiatives designed to promote integrated care for
dual eligibles, such as Medicare Advantage Special Needs
Plans (SNP), have largely failed to improve care or lower
costs. Only a handful of states have been able to develop
SNPs that fully integrate financing and services across the
two programs because of barriers such as federal officials’
reluctance to share savings with states and few incentives
for consumers to enroll.
The situation is changing, however, as several state-led
initiatives to integrate care for dual eligibles have been authorized recently through Medicaid Section 1115 demonstrations and included in new shared-savings approaches. For
example, North Carolina recently received federal approval
to test a shared-savings approach to manage care for dual
eligibles. The federal government will allow the state to retain a portion of federal Medicare savings that results from

FIGURE 7: Percentage Spent on Medicaid and Medicare Dual Eligibles
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providing coordinated care to dual eligibles through the
North Carolina Community Care Network, which serves
other Medicaid beneficiaries.101
The U.S. tax code is a potential source of federal assistance to promote greater care coordination and disease
management, but some of its provisions can present barriers. The Internal Revenue Service (IRS) allows taxpayers
to make tax-favored contributions to health savings accounts (HSAs), which can be used to pay for out-of-pocket
health costs as long as they have a high-deductible health
plan (HDHP).102 Because the federal tax code allows, but
does not require, HDHPs to exempt preventive services
from counting toward the annual deductible, some argue
that it acts as a disincentive to maintain health.103 In addition, the federal tax code does not define preventive services as including services or medications to treat existing
illnesses or conditions.104 If, as a result, patients with these
plans have to pay out-of-pocket for essential medications
and preventive and primary care, they may avoid getting
recommended care.105 To remedy this problem, provider
groups want to expand the tax code’s definition of preventive services and require HDHPs to exempt preventive services from the deductible.

abled beneficiaries—the individuals who incur the greatest
expenses and offer the best opportunity for improving quality and reducing costs.106 Some single-focus disease management programs that serve people with one or another chronic disease still operate with a combination of in-house and
out-sourcing designs.107 But based on studies showing that
such programs do not substantially improve health or save
costs, many states have dropped them.
Instead, many states are moving toward a model in which
primary care providers are responsible for care coordination
with the support of care managers. New Hampshire and
Vermont recently decided to shift funds from third-party
disease management programs to support primary care
practices that meet the criteria of a medical home. Several
state Medicaid primary care case management programs
similarly decided to step up their support for physicians to
coordinate care.108 The activities performed by care coordinators vary in intensity, from intensive case management
and home visits by nurses to call center-based outreach via
telephone, to giving physicians monthly lists of enrollees
due for well-care visits.
State Medicaid agencies have also set aside funds to reward managed care plans, primary care providers, and disease management vendors that demonstrate improved care
outcomes or lower use of costly care. For example, Indiana
contracts with two care management organizations and
withholds 20 percent of the payment contingent on their
performance on quality-related measures, such as avoidable
hospitalizations, breast cancer screening, and antidepressant management.109 To meet state performance standards,
managed care organizations are using similar approaches to
reward providers in their networks for maintaining disease
registries or delivering clinical care that follows evidencebased guidelines. One study of these policies showed that
larger payouts were correlated with improvements in process of care quality measures, although few health plans
showed large gains among enrollees, highlighting the challenge associated with increasing preventive care use among
the Medicaid population (Figure 8).110
Medicaid agencies have also become more sophisticated
in their use of available data to target the intensity of care
coordination to beneficiaries’ health and functional status to
maximize potential savings. Many Medicaid agencies search
claims data to identify beneficiaries based on aid category,
type of disability, service use, and spending patterns, or a
combination of these factors. Because claims data do not nec-

LESSONS ON CARE COORDINATION AND DISEASE
MANAGEMENT IN STATE PROGRAMS
States have applied lessons learned about promoting and using greater care coordination and disease management as
purchasers of care, as partners in public-private payer initiatives, in the public health protection and promotion role, and
in the use of federal resources and programs. The following
examples illustrate how states have put into effect these lessons in Medicaid programs, state employee and retiree health
plans, public health programs, and public-private initiatives
to align provider payment policy. States at the forefront of
these initiatives demonstrate the importance of piloting programs to show success before expanding them on a statewide
basis and creating capacity needed to build partnerships with
the private sector and the federal government.

Medicaid
Attempts by state Medicaid agencies to apply the evidence
on effective care coordination and disease management
programs reflect a shift away from single-focus disease
management programs toward care coordination and case
management programs that target high-risk or aged and dis90
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NORTH CAROLINA’S CASE MANAGEMENT AND CARE COORDINATION INITIATIVE
One of the best-known programs of this type is Community Care of North Carolina (CCNC), which saved the Medicaid program
an estimated $200 million to $300 million in 2005-2006 compared to what it would have spent. CCNC complements the state’s
primary care case management program, called Carolina ACCESS, by supporting 14 regional networks comprising primary care
providers, safety net and specialty care providers, local health and social service departments, and hospitals. Medicaid pays each
CCNC network sponsor a monthly fee to hire case managers, care coordinators, and a medical director who works with and supports community physicians. At the state level, CCNC developed a Web-based case management information system that gives
providers and care managers access to diagnostic and service use data for their patients. The system can track all contacts with
patients, determine whether providers’ treatment plans follow evidence-based guidelines, and produce reports on clinical outcomes and changes in utilization patterns. One study estimated the program saved $200 to $300 million in one year, but it was not
a rigorous analysis so real savings remain unclear.

FIGURE 8. What Care Coordination Should Look Like
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For example, in 2008, 27 state retiree health plans exempted
annual physical exams from the annual deductible, 12 offered monetary or other incentives to enrollees to adopt
healthier lifestyles or participate in wellness programs, and
10 states planned to add such incentives (Figure 9).
State employee health plans also are experimenting
with new ways to contain costs, such as pairing health promotion with disease management and supporting PCMHs.
For instance, the Oklahoma Employee Benefits Council
conducted a program that uses health educators to coach
employees in lifestyle changes. It also offers financial incentives for attaining health goals. After three years, the
program reported that participants had 21 percent fewer
medical claims, 9 percent fewer hospitalizations, and 34
percent fewer clinic visits compared to nonparticipants.
Delaware launched a new state employee comprehensive
wellness program in 2007, which it says has already helped
hold the line on health care premium increases. The Oregon state employee health plan recently decided to add
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essarily contain reliable information on diagnoses and cooccurring illnesses, some states also use predictive modeling
(PM) techniques to identify those at greater risk for high service use or spending in the future. For example, New York’s
chronic illness demonstration uses a predictive algorithm to
identify patients at highest risk for medical, substance abuse,
or psychiatric hospitalization in the next year. Experts caution, however, that a risk score produced by such tools must
be only one of several criteria for targeting care coordination, including health status, gaps in care, functional status,
social context, and health behaviors and attitudes.
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programs to enrollees who have pre-existing medical conditions that disqualify them from individual health insurance
or make the premiums prohibitively expensive.114 Although
most state high-risk pools make it voluntary to participate in
disease management programs, South Dakota penalizes
those who refuse to do so.

(EMRs), compared to standards that emphasize
access, communication, comprehensiveness, and
care coordination.116 Consequently, although nationally endorsed recognition standards and accreditation programs are an important starting
point, there remains an important role for state
leaders to adapt the standards to meet state circumstances or respond to stakeholder concerns.
Some states allow PCMHs flexibilities in the definition and standards, while others are considering additional requirements.

Engaging Patients in Self-Care
Because providing support to people to manage their health
is such a prominent feature of care coordination and disease management programs, states have devised various
strategies for strengthening this component. Rhode Island
Medicaid’s primary care case management program for elderly and disabled adults, for example, links patients to local Chronic Disease Self-Management Programs (CDSMP),
which have been replicated in communities throughout the
country. States have also applied for funds available through
the American Reinvestment and Recovery Act (ARRA),
which authorized $650-million in federal grants to support
the CDSMP and other evidence-based clinical and community-based prevention and wellness strategies. Another
$27-million was allocated for state grants to expand these
programs for older adults with chronic conditions.
State programs are also adding monetary incentives to encourage people to seek necessary care and increase participation in self-care activities. The incentives include discounts
on premium rates, exemption from copayments, cash payments, and gift cards or movie tickets. For example, a New
Hampshire law adopted in 2003 permits health policies sold
to small groups and individuals to discount the premium for
benefit plans that include significant financial incentives for
policyholders to participate in wellness or disease management programs.
Policymakers must be careful to craft such incentives to
ensure that they comply with federal laws. For example, state
employee health plans, self-insured employers, and health
insurers are subject to a new federal law, the 2009 Genetic
Information Discrimination Act (GINA), which restricts employers’ ability to ask workers about their genetic background

State Standards and Licensing
States that contract with vendors to deliver care coordination or disease management services are increasingly
basing their purchasing decisions on whether the vendors
meet national standards or are accredited by national organizations such as the NCQA. Such standards help purchasers, including Medicaid agencies, state employers, large
private employers and health plans, use a common set of
standards for rewarding physician practices that follow
methods shown to be effective in coordinating care or improving quality of care.
NCQA runs a disease management accreditation program and has national standards for recognizing PCMHs.
In 2009, the disease management program added standards regarding the structure and processes used to coordinate care, integrate data, improve quality, and assure
transparency in reporting. Organizations wishing to meet
the new care coordination standards must give patients information about their progress toward treatment goals,
give practitioners information about the condition and
progress of their patients, coordinate referrals, and provide
relevant information to case management programs.115
Although NCQA’s standards for recognizing PCMHs are
quite comprehensive, they may not be appropriate for all
providers in all states. For example, the standards have been
92
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role in managing their own health. The Minnesota Legislature asked the state health department to propose strategies
to engage consumers in becoming advocates for higher-value health care.118 The resulting work demonstrated that consumers want coordinated care and expect it from their primary care physicians, but need education about what a
medical home should be and how to better communicate
with physicians. It also endorsed public policies to align incentives that reward consumers for taking action.

State and Local Public Health Agencies
State public health agencies have also become more involved
in preventing and controlling chronic diseases on a population level. They have planned and implemented public
education campaigns to reduce the risk factors, like smoking, physical inactivity, and poor diets, that cause chronic
disease. They have helped local communities, schools, employers, and providers develop effective programs like the
Chronic Disease Self-Management Program, discussed earlier. And they have adopted integrated approaches to chronic disease control and prevention, involving epidemiological
surveillance, partnerships with local health departments
and private entities, promotion of evidence-based interventions, and regular monitoring and evaluation.
State and local public health agencies have particular
strengths in collecting, analyzing, and presenting data on
chronic illness for use in program planning, development,
and evaluation. For example, drawing on information from
population health surveys, hospital discharge data, disease
registries, and all-payer databases, epidemiologists have
identified regional variations or racial and ethnic disparities
that help to target programs to high-risk groups. State data
initiatives have also provided indicators of the performance
of specific providers in care coordination. Florida, for example, was the first state to publicly report 15- and 30-day
potentially preventable readmission rates by hospital.

or family health histories and prohibits the use of genetic information in deciding whether to approve insurance applications or to set premium rates. Hence, wellness programs that
give incentives to individuals for completing a health assessment containing questions about family health history could
violate the law. Even if family health history is not examined,
people covered by small group and individual policies who
disclose a chronic disease could be regarded as having a preexisting condition that would increase their insurance premiums or risk having coverage denied.
In addition, states must consider potential risks associated with monetary incentives for Medicaid enrollees. Because cash payments may be counted as income, they could
disqualify someone from the Medicaid program if it pushes
family income over the eligibility level.117 Similarly, if a state
wants to increase co-pays for brand-name or generic prescription drugs, it would be penny-wise but pound-foolish to
apply such raises to medications needed to control chronic
conditions.
State policymakers have taken other steps to give consumers the tools and information they need to take an active
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State Synergies: Public-Private and Multi-Payer
Collaborations
State governments can make a difference by using their purchasing power to reform care delivery for people covered
by Medicaid and state health benefit plans and to develop
public health promotion campaigns. But state government
agencies acting alone do not have enough market leverage
to drive broader changes in the health care system. Consum-
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ers likewise, often lack the power to transform health care
systems on their own.
Consequently, public-private collaboration is essential
for expanding the use of care coordination to the broader
population. Public and private payers acting in concert can
give providers stronger incentives to encourage and reward
care that is more coordinated and improves outcomes for
people with chronic disease. Public-private collaborations in
more than 30 states have been formed to jointly promote
PCMHs or other models for delivering coordinated, comprehensive care. Although the goal in many states is to reform health care delivery system for all state residents, many
start with Medicaid enrollees or include them as one of the

target populations in a statewide plan. Based on a study of
leading states, the National Academy for State Health Policy
identified five strategies that help to speed the adoption of
PCMHs.119 These principles can also be used to promote other care coordination models:
• Partner with key players (including patients, providers,
and private sector payers) whose practices the state seeks
to change;
• Clearly define the criteria that providers are expected to
adopt or follow;
• Align payment policies to support and reward practices
that meet performance expectations;

EXAMPLES OF PUBLIC-PRIVATE AND MULTI-PAYER COLLABORATIONS
Pennsylvania’s Chronic Care Initiative
This initiative, which began in 2008, rewards primary care physicians for keeping patients with chronic conditions as healthy as possible. The state and private insurers contributed funds to develop an electronic patient registry for doctors to track patient health
status, generate reminders about needed check-ups, and communicate with patients via e-mail. The health plans pay physicians
higher rates for adding health educators, nutritionists, and nurse practitioners to their staff to support patient self-management,
and for following evidence-based practice guidelines. The program began in 2008 with 200,000 people in 32 physician practices in
the Philadelphia area; by June 2009, the program expanded to other regions and involved more than 750,000 patients.
Rhode Island’s Chronic Care Sustainability Initiative
This initiative, led by the state’s insurance commissioner, brought together Medicaid and commercial insurance plans, employers,
and providers to promote medical homes. Insurance department leadership gave the effort credibility with private health plans
and allayed concerns about potential violation of anti-trust laws governing the health insurance industry. All payers agreed to reimburse medical home practices a monthly care coordination fee and to contribute to the cost of hiring on-site nurse care managers.
The state’s Medicaid Connect Care Choice program already paid participating physician practices about $30 per person per month
to hire and pay nurses to provide case management services to people with moderate to high risk. The state is testing its approach
with 25,000 patients in five medical practices that meet NCQA PCMH standards or are federally qualified health centers. It plans
to expand to more practices in the future.
Vermont’s Blueprint for Health
This blueprint, a comprehensive state plan to improve the health of the overall population and reduce the burden of chronic illness and promote health, was adopted by the state Legislature in 2006. It established local multidisciplinary care teams in three
communities to develop community-wide health promotion programs and support people with chronic disease. In 2007, the state
began working with private payers to align incentives for medical practices to become PCMHs and support patient self-management. Called the Advance Primary Care Practice (APCP) model, physicians can receive extra payment for attaining national quality
standards, coordinating care across a multidisciplinary team, and monitoring patients’ care outside the physician’s office or hospital
using HIT. Legislation adopted in 2008 will raise new funds for HIT investments that will help providers track their patients’ care
and progress, quickly access information on evidence-based care, and identify at-risk patients. Legislation enacted in 2010 codifies
a phased expansion of the program with APCP sites in 14 communities by July 2011, and statewide by October 2013.
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• Provide information and other support to physicians and
health care practices to deliver patient-centered, coordinated care; and
• Measure results to determine to what degree the initiatives
contain costs and improve quality and patient experience.

OPPORTUNITIES AND CHALLENGES IN FEDERAL
HEALTH CARE REFORM LEGISLATION
Many provisions in the federal health care reform act—the
Patient Protection and Affordable Care Act (P.L. 111-148)
signed into law on March 23, 2010—are designed to expand
the use of care coordination and disease management in
Medicaid and Medicare, through insurance plans offered
through health insurance exchanges, and in communitybased prevention programs. The provisions (and corresponding section numbers in H.R. 3590) are most relevant
to state officials:
Medical homes and chronic disease management and
prevention for Medicaid beneficiaries. The law establishes
four new initiatives to promote medical homes or chronic
disease management for Medicaid beneficiaries:

The multi-payer medical home initiatives of three states—
Pennsylvania, Rhode Island, and Vermont (see box) —are
promising, but have not been in operation long enough to
demonstrate compelling evidence of success in reducing
overall health care costs or improving population health
measures. They do, however, illustrate how some states
were able to bring together all key stakeholders to develop
a comprehensive and integrated strategy that reflects state
health system features and policy goals.
Although payment reforms supported by multiple payers
are likely to have the greatest impact, public and private payers in some states may be hesitant about aligning their payment policies. In such cases, other types of public-private
collaboration can help move physicians and health care providers to deliver care that is evidence-based or more coordinated. For example, in 2008, Blue Cross and Blue Shield of
North Carolina, the state employee health plan, and Medicaid agreed to standardize the way they monitor care for five
of the most common and costly chronic conditions. The
three payers are submitting data to a centralized data repository, which will generate performance reports for participating physicians on 20 clinical measures to help them identify where they need to improve.
Until recently, the federal Medicare program was missing from state multi-payer initiatives. Given Medicare’s
dominance in the health care market, its absence limited
states’ ability to share costs for practice transformation
across all payers and reduced provider interest in participation. In September 2009, the U.S. Department of Health
and Human Services announced that it would allow Medicare to join state-based efforts to encourage PCMHs. The
design of the demonstration had not been finalized when
this report was written. However, the federal government
had signaled its willingness to let states administer Medicare payments to providers and support organizations, as
well as to allow CMS to participate as a payer for Medicare
beneficiaries, contribute to multi-payer data systems, and
independently monitor and evaluate its impact on the
Medicare program.
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• Beginning January 2011, states will have a new state option for enrolling Medicaid beneficiaries with chronic
conditions into “health homes,” defined as teams of health
professionals that provide enhanced primary care, comprehensive care management, care coordination, transitional care, referral to community support services, and
other services. States choosing this option do not have to
offer it statewide and are eligible for an enhanced federal
matching payment of 90 percent for medical home service costs during the first two years of the program. States
that adopt this option are required to track avoidable hospital readmissions and calculate savings. States are also
eligible for grants totaling up to $25 million to develop
new medical home amendments to their Medicaid state
plans (§ 2703).
• A grant program will be created for states, state-designated entities and tribal organizations, to support the development of patient-centered medical homes, comprised
of community health teams that can provide enhanced
primary care, care coordination, and chronic disease management (§ 3502).
• A demonstration project will be established and operated
in as many as eight states, starting in January 2012, to test
the use of bundled payments for hospital and physicians
services for Medicaid beneficiaries. Hospitals in the program must institute discharge planning processes that
ensure that beneficiaries have access to appropriate postacute care services. (§ 2704).
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• States will be eligible for grants to test new approaches
for encouraging Medicaid beneficiaries to participate in
activities that prevent chronic diseases, starting in January 2011 (§ 4108).

Improving Care Coordination for Dual Beneficiaries
The new law establishes a Federal Coordinated Health Care
Office within CMS to improve coordination between the
Medicare and Medicaid programs on behalf of dual eligibles
(§ 2602). The goals for the office include improving the quality of care, care continuity and transitions across care settings for dual eligibles. The new Office will be a resource to
state officials for help in aligning benefits between the two
programs; coordinating acute, primary, and long-term care
services; and contracting with providers, health plans, and
Medicare Advantage plans on behalf of Medicaid beneficiaries (§ 2602).
In addition, the law authorizes Medicaid waivers for coordinating care for dual-eligible beneficiaries for up to five
years (§ 2601). By the end of December 2012, all of the more
than 300 Medicare Advantage Special Needs plans now specializing in serving dual beneficiaries must have contracts
with state Medicaid agencies (§ 3205). The new Federal Coordinated Health Care Office is expected to provide states
help and support in arranging these contracts.

care for no greater costs, CMS can make the programs
permanent without further congressional action (§ 3021);
• Medicare will design a demonstration program to support transitional care for beneficiaries admitted to hospitals for up to three months after discharge to prevent
unnecessary readmissions. Eligible entities include collaborations of community-based organizations and hospitals that have high readmission rates. The program is
expected to last five years, starting as early as January
2011 (§ 3026).

Medicare Payment Reforms to Promote Care Coordination
Although not specifically designed for states, the new law authorizes several Medicare payment reforms designed to give
hospitals, physicians and other health care organizations financial incentives to reduce potentially preventable hospital
readmissions and improve care coordination (§ 3021-3024).
Because Medicare is a dominant payer in most health care
markets, providers subject to these reforms may also alter delivery patterns for other covered populations. For example:

• Medicare Advantage plans are also eligible for care coordination bonuses [(§. 3201 (n)].

Care Coordination Benefits in Other Public Health Insurance Plans
Although most care coordination or disease management
provisions in the federal health reform law are targeted
to Medicare or Medicaid beneficiaries, efforts to manage
and reduce chronic disease are prevalent throughout the
legislation. For example, individuals and small businesses
that purchase health coverage through state-administered
health insurance exchanges starting in 2014 will gain access
to health plans that cover chronic disease management (§
1302). State Basic Health Plans, which states have the option of offering to low-income individuals not eligible for
Medicaid, are expected to negotiate contracts with health
plans that include care coordination and care management

• By January 2013, Medicare will reduce payments for
acute care hospitals with high readmission rates relative
to the expected readmission rate for selected conditions.
Similar policies will be applied to post-acute care providers starting in 2015 (§ 3025);
• Building on existing demonstration programs, Medicare
will initiate pilot programs designed to create “accountable care organizations” and medical homes for Medicare
beneficiaries with chronic illness. If evaluations show
that these care models can provide more coordinated
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for enrollees with chronic health conditions as part of the
benefits covered in standard plans (§ 1331). State high-risk
pools are also encouraged to structure payments to health
insurers in a manner that promotes the use of care coordination and care management programs for high-risk conditions (§ 1341).

discussed, state governments have many levers to promote
greater care coordination and chronic disease management.
Flexibility to design Medicaid and state employee or retiree
health benefits, state interagency partnerships, strategic investments in HIT, and public-private payer collaboration
are some of the most important tools for pursuing this goal.
In designing programs, state policymakers should apply the
following lessons from effective programs in the private sector, Medicare, Medicaid, and those in other countries:

Chronic Disease Prevention
In addition, state grants to support community-based prevention programs that reduce the rate of chronic diseases
were authorized to begin in 2010 (§ 4201). Health workforce
training and development programs designed to expand the
supply and skills of primary care practitioners will include
funds to train them in chronic disease management (Sec
5509). The act also calls for the development of a National
Strategy for Quality Improvement in Health Care, which
will include (among other things,) strategies for improving
health care provided to patients with high-cost chronic diseases (§ 3011).
These proposals, if adopted into federal legislation, represent new opportunities for state policymakers to bring the
federal government into an integrated strategy. But they are
not without some risks and unresolved questions for states:

• Target programs to high-risk populations to achieve maximum cost savings and health care outcomes;
• Tailor and customize services to meet needs of different
populations—those with single conditions or diseases
that can be managed with minimal support versus those
with multiple conditions or severe chronic illness who
need more intensive support;
• Develop complementary policies to enhance program effectiveness, such as provider payment reforms, benefit
design changes, and use of information technology to
measure performance and share information across providers in a timely fashion; and
• Support and empower consumers and family caregivers to
manage chronic health conditions to the best of their ability and improve transitions between health care settings.

• The federal government would likely retain discretion to
choose which states or provider sites are allowed to participate in any pilots, and the federal government’s participation in a state initiative could depend on whether,
and to what extent it generates savings for the Medicare
trust funds and the federal government overall.

Each state’s strategy will vary not only in content but in the
timing, sequence, and scope of reforms. Some states have already made substantial progress in creating programs to coordinate care and mange chronic diseases for state Medicaid
beneficiaries and state employees; others are just beginning
to make such changes. Even states that have had success
with Medicaid and state employee populations can only go
so far in the absence of system-wide efforts. To undertake
systemic reform, governors and state policymakers must
consider such factors as major health plans’ willingness to
collaborate with state government in adopting common
standards for disease management and coordinated care,
providers’ ability to take advantage of HIT that will help
them adopt such standards in their everyday practice, and
health care consumers’ commitment to taking responsibility
for their health.
As with every important policy goal, state policymakers
must engage key stakeholders to find areas of agreement, develop common goals, and establish a plan and timetable for

• The emphasis of reforms like these on primary care physicians raises a number of concerns: Will enough primary
care physicians be available to participate? Would specialists be allowed to qualify as PCMHs if the patient prefers it and the practice meets all other requirements?
• How would the federal and state governments share in
the costs of developing PCMHs, such as technical assistance to help practices transform the way care is delivered, HIT, extra staffing, and any incentive payments?

CONCLUSION
Regardless of whether or not new federal options are available, each state has to determine how to unite multiple programs and funding streams at the federal, state, and local
levels to support an integrated state strategy. As this chapter
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achieving them. Among those who should be consulted are
state legislative leaders, Medicaid programs and state employee health plans, as well as state and local health departments; representatives of physicians, nurses, and other providers; private payers such as insurance plans and large
employers; consumer advocacy groups; and organizations
that focus on specific diseases like the American Cancer Society. Depending on the specific initiatives chosen, others
may need to be involved, such as those managing state health
information exchange efforts. State policymakers must also
consider how to address the concerns of those who might
lose financially if these programs are effective, such as hospitals whose admissions and revenues could decline.
Designing a strategy is just the first step. Putting it into
effect can take many years. States that are well along the path
of implementing comprehensive strategies to promote coor-

dinated care and disease management have come to realize
that continued progress depends on strong and sustained
leadership and adequate state infrastructure to manage and
oversee initiatives. Their experience also suggests that it is
sometimes necessary to start small and demonstrate success
at a local level before trying to scale the program statewide.
As programs take hold and expand in scope, states must have
program champions to win over those who resist change.
And over time, flexibility is essential for taking advantage of
new evidence, new federal policies and programs, and new
opportunities. A long-term commitment to this challenge
will help ensure that health services and support for selfcare are woven together into a coherent whole, helping to
improve health and slow the growth of health care costs for
people like David Lawrence’s mother and the millions of
Americans with chronic diseases.
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CHAPTER 3

The Role of Primary Care and
Public Health in Improving
Care Delivery
Sharon Moffatt and Pellavi Sharma
Association of State and Territorial Health Officials
Jason Hsieh
National Governors Association Center for Best Bractices

Both primary care and public health efforts offer opportunities to improve care delivery and
health outcomes, and to drive down health care
costs. Each field brings different skills and approaches to promoting health. The primary care
arena has regular, direct contact with individuals, and studies have indicated the patient’s often change their health behaviors on the advice
of their doctor. Primary care provides tailored
services, and ensures coordination of care. Patients who have a long term relationship with a
doctor typically have lower hospital admissions
and total costs of care. Such patients also are
more likely to receive preventive services. Reliable primary care also is critical to disease management for those with chronic diseases.120
Public health also has much to offer to health
care system reforms. Given that most people
spend just a few hours a year in a doctor’s office,
community-based supports, healthy environments and other public health programs are
critical to making sure individuals can follow
through on clinical advice. Public health can
provide data, conduct community-based programs, and support and echo disease management and prevention messages.
The primary care system faces several challenges to addressing patient health needs. Current incentives and payment systems do not
necessarily correlate with better health outcomes. The financial incentives and payment
systems favor specialty care over primary care.
In addition, some state laws make it difficult to
allow non-physicians (such as nurse practitioners) to be reimbursed for providing routine
chronic disease care. 121, 122
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Many efforts are underway to ensure highquality primary care, but there is a shortage of
primary care providers, particularly in light of
the coming expansions under federal health reform. About 65 million Americans live in a
health professional shortage area.123 Primary
care providers are paid much less than specialists, which has led to shortages in this field. To
improve care coordination and reduce the need
for more expensive services, states must find
ways to address shortages in the primary care
workforce and improve primary care delivery.
The goal of public health, like primary care,
seeks to prevent and control disease, prolong
life through organized efforts and informed
choices of society, public and private organizations, communities, and individuals. While primary care addresses an individual’s needs, public health efforts are targeted toward population
health improvements and health system changes, including education and self-management
and creating communities and environments
that support healthy lifestyles. State and local
health departments and broader communitybased public health efforts will be critical in ensuring the success of health system reforms, as
they can ensure that individuals have the tools
they need to stay healthy. But like primary care,
public health has been consistently underfunded, and often lacks consistent and strategic investment and program design.
To successfully achieve health improvements and control costs, system reform efforts
must include goals for primary care quality and
prevention of diseases. Because of their mutual
ability to drive down the need for high-cost serState Roles in Delivery System Reform | 43

vices, system improvement efforts should be echoed in public health investments and programs. Additional efforts
should bring these two fields together for enhanced impact.
The three actions that states can take to improve the interaction of primary care and public health with delivery systems
reform are:

tions. Ideally, this creates an incentive to reduce unnecessary
hospitalizations, given the high cost associated with such
care. The chapter on payment initiatives goes into considerable detail on options for remaking the payment structures to
better support primary care delivery and related supports.
Payment reform is just the first step to improving the delivery of primary care. States will need to consider ways to
aid primary care practices in improving workflows, creating
efficiencies, and using quality data. Over 80 percent of primary care practices have fewer than two doctors.124 Small
practices may have difficulty affording expanded care coordination and offering more hours or other aids to access. Solutions to this challenge include working through practice associations or physician-hospital organizations that bring
small practices together to efficiently provide services. Health
IT efforts in the states also will be working to aid in workflow
redesign, and may be an important asset for this effort.

• Enhancing primary care access through payment reform
and workforce development;
• Supporting public health programs that improve care
outcomes; and
• Integrating primary care with public health through
community health teams, self-management training, coalition building, and health information technology.

ENHANCING PRIMARY CARE ACCESS AND QUALITY
Since the primary care system provides the entry point for
most patients into the health care system, ensuring quality
and access are critical. While other chapters in this report
focus on quality and payment efforts that may impact primary care, this section will highlight how to address access and
quality as it specifically pertains to primary care structures
and the health care workforce. A number of opportunities
exist for improving primary care through these channels.
These include:

Expanding the primary care workforce
Despite the overall growth in primary care providers, the
Health Resources and Services Administration (HRSA)
states that there are 6,204 Primary Care Health Professional
Shortage Areas (HPSAs) with 65 million people living in
them. It is estimated it would take 16,643 practitioners to
meet their need for primary care providers (a population to
practitioner ratio of 2,000:1).125
Medical school students entering the primary care workforce have not kept up with those becoming specialists. Between 1965 and 1992, the primary care physician-to-population ratio grew by about 14 percent. However, this number
was far surpassed with the specialist-to-population ratio
growing at 120 percent in the same time frame. Some research also suggests only seven percent of fourth year students at medical schools plan on entering primary care.126
States can help build the primary care workforce through
a variety of efforts, including loan repayment programs
(SLRP) that supplement federal loan programs. Often administered by the state health agency, these programs repay a
portion of student loans while the primary care provider
serves in a designated underserved community. Initially offered to physicians, many states now include nurses, physician assistants, and nurse practitioners. Colorado supplements their loan repayment programs with private donations,
demonstrating state innovation in coordinating public and
private efforts despite tight state budgets.

• Payment reform as a driver for quality;
• Expanding the primary care workforce to ensure access;
and
• Expanding primary care provider capabilities in ways
that support access and efficiency.

Payment reform
Paying for the desired results is the foundation of the efforts
at payment reform in primary care. Among other goals, payment reform seeks to improve access to care and early diagnosis of illnesses, as well as lower unnecessary testing and hospitalizations. These reforms can include paying for services
delivered outside the clinical setting, such as phone calls and
emails with patients, thus reducing unnecessary office visits.
It can also create financial incentives for providers to report
on quality measures such as a diabetic’s blood sugar levels.
Another model, typically referred to as global payment, is
often more suited to large physician groups or health systems. This model consists of paying a practice a monthly
amount to cover all patient services, including hospitaliza-
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State loan repayment programs, scholarships, and loan
forgiveness programs offer critical support to increase the
number of primary care and public health providers in
the health workforce. In addition, primary care providers
are likely to stay in a primary care setting after the loan
repayment program has ended. Yet pressures on state
budgets may greatly limit the implementation or expansion of this strategy. Some states successfully add to state
loan programs through partnerships with business and
foundations.
Virginia addresses its recruitment and retention of
primary care providers through a number of measures, including a loan repayment program. The program awards
$50,000 to primary care physicians, general dentists,
mental health providers, physician assistants, and nurse
practitioners in return for a two year commitment. Providers can reapply for a third or fourth year, and receive
loan repayment amounts of $35,000 per year. Money is
awarded to providers who serve in the highest need areas
of the state.127
Some states create and run stakeholder coalitions to address health care workforce shortages by convening all relevant entities in collaborative, strategic efforts. These coalitions were created through executive orders or through
state leadership’s call to action. Workforce coalitions are effective in working with multiple partners from the public
and private sector to implement a strategic approach in the
state health shortages. The coalition provides a shared direction and offers opportunities to look for other resources
beyond state funds to support health care providers in education and practice within a state. To sustain the ongoing efforts of these workforce coalitions, many states codify into
law the representation and responsibilities of these coalitions. West Virginia, Iowa, Louisiana, Massachusetts and
New Mexico all address the primary care workforce shortage by establishing coalitions.
Federally Qualified Health Centers (FQHC) are the primary source of care and preventive services for Medicaid enrollees and uninsured populations. Given recent increases in
federal funding for FQHCs, they will serve an increasingly
vital role in ensuring access to primary care for low-income
populations. Although the state has only limited ability to direct FQHC activities, it is important that the state’s primary
care strategies and stakeholder efforts include these health
centers and their coordinating association.

Expanding primary care provider capabilities
In addition to expanding the number of primary care physicians, states can promote efforts that allow alternative
professionals to deliver services. This can include allowing
nurse practitioners (NPs) and physician assistants (PAs) to
provide health care services to extend the reach of physicians. The challenge here is that states have different laws
as to the scope of practice. In some states, these allied health
professionals can practice on their own, which should increase access. In other cases, they must be tied in with a physician’s office. For routine chronic disease care and management, when getting care from a physician, NP, or PA, quality
of care is maintained as these health professionals follow established guidelines. Given the higher costs associated with
physicians, utilizing NPs or PAs for routine care may contain
costs. Physicians can then be freed up to focus on other patient issues needing their higher levels of training.
The number of nurse practitioners has increased to meet
the growing demand in a variety of healthcare settings.
There are currently 139,000 nurse practitioners, a 63 percent
increase from 2000.128 Factors that have contributed to this
rapid growth include high patient satisfaction, demonstrated quality care, and changes in federal, state, and private reimbursement policies. Eleven states allow nurse practitioners to practice independently within their scope of practice.
Given their competency and high quality of care, nurse prac-
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titioners and physician assistants can play a major role in
bridging the gap of health care needs in our states.

FIGURE 10: Proportional Contribution to
Premature Death

SUPPORTING PUBLIC HEALTH PROGRAMS THAT
IMPROVE CARE OUTCOMES
Public health services are especially critical to controlling
costs and improving health care given that a majority of
what impacts health is attributable to behavioral and social circumstances (Figure 10). Without addressing these
lifestyle issues, an opportunity is lost to impact health outcomes. In addition, one of the best ways to deal with the
current challenges in the primary care system is to reduce
the need for expensive chronic care treatment. With its
focus on preventive strategies, public health departments
can help achieve this goal. While health departments address a myriad of diseases, several issues should be considered priorities in the system reform environment given the
toll they take on health, health care costs, and productivity.
A number of critical opportunities exist for driving system
improvements through public health programs. These include:
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• Tobacco use cessation;
• Cancer screenings; and
• Obesity reduction through provider incentives and coalitions.

• Ensuring that citizens are informed and have access to
state and national quit lines; and
• Offering clear guidance from medical care providers to
help patients stop smoking.

State-based system reform efforts should include assessments of their existing public health infrastructure, and investment and expansion of public health programs targeted
to the system outcomes goals determined by the state. The
following section describes some of the most likely efforts,
but state goals should drive this process. For example, if the
state is focusing system reform efforts on chronic disease
management, other public health programs may be more
relevant for inclusion and support.

Lessons in tobacco prevention and cessation already point
to the critical importance of a comprehensive approach.
Increases in cigarette prices, media campaigns, nicotine replacement therapy, and smoking bans in public places have
all contributed to reduced smoking rates over time. State telephone quit lines also prove to be highly effective smoking cessation interventions. Many states link quit line services to the
health care system by educating providers about the services
offered, as well as instituting physician referral systems.130
The Wyoming Quit Tobacco Program is an example of a
highly successful quit line. The Wyoming Department of
Health administers the quit line through contractors and with
the Wyoming Survey and Analysis Center for evaluation and
data collection services. Wyoming residents may enroll either
by calling 1-800-QUITNOW or at www.wy.quitnet.com.
Participants ages 12 and over can receive counseling services
while tobacco cessation medications and NRT are available
to those ages 18 and older. Wyoming offers targeted counsel-

Tobacco use cessation
Tobacco use is the leading cause of preventable disease,
disability, and death in the United States, accounting for
443,000 deaths and $193 billion in health care spending per
year.129 State strategies to address tobacco use include:
• Requiring insurers to pay providers for tobacco counseling and to cover cessation therapies;
• Ensuring that state Medicaid covers tobacco cessation
options;
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ing and media for specific populations, such as pregnant
women, youth between ages 12–17, smokeless tobacco users,
and Spanish-speakers.131

Cancer screenings
Early detection of cancer through screening saves lives and
can also significantly reduce the cost of treatment and productivity loss. Reduction or elimination of co-pays and deductibles for these services can also promote utilization. To
ensure that cancer screenings occur routinely, the U.S. Taskforce on Community Preventive Services recommends including provider reminders and recall programs that inform
healthcare providers it is time for a client’s cancer screening
test. The recommendation is based on evidence of the program’s effectiveness in increasing breast cancer screening,
cervical cancer screening, and colorectal cancer screening. 132
To ensure that cancer screenings occur routinely, The
U.S. Taskforce on Community Preventive Services recommends including provider reminders and recall programs
that inform healthcare providers it is time for a client’s cancer screening test. The recommendation is based on evidence of the program’s effectiveness in increasing breast
cancer screening, cervical cancer screening, and colorectal
cancer screening.133
Georgia enacted colorectal screening legislation requiring individual and group insurers to provide coverage for
colorectal cancer screening consistent with American Cancer Society (ACS) guidelines and deemed appropriate by the
attending physician. To prevent screenings from becoming
cost-prohibitive for beneficiaries, the statute states that
these benefits must be subject to the same deductibles or coinsurance that covers all other benefits.134

is on prevention and early identification of obesity.
As prevention programs highlight the risks of being overweight, children and families become aware of the need to
seek professional medical help. Medical professionals are
developing new standards of care for the management of
childhood overweight and obesity, but clinicians are insufficiently supported in these efforts. An increasing number of
providers conduct Body Mass Index (BMI) assessments, explain the risks, and counsel patients on healthy weight.
However, providers now need a system of information assessment and sharing, as well as standardized and routinely
available referral services. Research from the U.S. Preventive
Services Task Force supports primary care providers in referring obese patients or patients at risk for obesity to intensive behavioral counseling.137
Delaware and Virginia illustrate that physician reimbursement for time spent on counseling is the next step in
supporting primary care providers. One option is to require
state Medicaid programs to provide support and resources to
increasingly effective clinical management strategies. Michigan and California provide reimbursement for management
of childhood obesity and for referral to a nutritionist.
Several states convene stakeholder groups to promote
promising practices and award successes in obesity. The
state health agency serves as a neutral convener bringing
together primary care providers from around the state to

Obesity reduction through provider incentives and
coalitions
With 16 percent of U.S. children and more than 30 percent
of adults identified as obese, states are facing increased budget burdens. Obese individuals utilize more health services
than their healthy-weight counterparts, and are at much
higher risk for many chronic diseases.135 State budgets also
face increased financial burdens due to obesity. Obesity costs
state Medicaid programs approximately $23 million to $3.5
billion per year.136 Addressing the challenges of the national
epidemic of obesity will take comprehensive strategies and
multiple stakeholders. The focus of the following strategies
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identify established measures for practitioners to reduce
childhood obesity. These measures include conducting BMI
assessments, healthy lifestyle counseling, and promoting
positive health outcomes. Virginia and Delaware note that
providers are incentivized by sharing their expertise with
each other, working to solving the complexities of obesity,
and listening to outside experts. In addition, providers who
participate in this program can receive continuing medical
education credits. The state health agency can use the feedback gained from these meetings with health care providers
to revise their obesity-focused tools and collect data from
providers to track progress of this initiative.

• Promoting self management programs; and
• Using health information technology to accelerate linkages.

Using community health teams
A community health team (CHT) can be a part of the
solution in bridging this divide. Such teams consist of a
group of multi-disciplinary professionals helping a patient population engage with preventive health practices
and improve health outcomes. The teams include nurses,
social workers, behavioral health counselors, nutrition
specialists, and public health specialists. The rationale
for a multi-disciplinary CHT supporting a group of medical homes is based on the variable health outcomes that
exist in a real world healthcare setting, and the complex
set of factors that influences those outcomes (e.g. social,
economic, cultural, behavioral, and biological). This infrastructure provides local access to skilled personnel,
coordinated referrals across independent organizations,
support for improved self management, and the intensity
of follow up that increases the likelihood that families and
patients will engage with management plans and preventive behaviors.
Community Care of North Carolina (CCNC) uses a
CHT to link with the 3,000 primary care providers who
treat the state’s 510,000 Medicaid patients.139 The program
incorporates the concepts of case and disease management
and patient follow-up to reduce emergency department
visits of asthmatic and diabetic patients. The CCNC’s goal
is to target high cost and high risk patients, establish medical homes, and improve quality of care. As a result of the
asthma management component, the state saved $3.5 million between 2000 and 2002 due to lower inpatient admissions and emergency department visits. By incorporating
case management and follow up of patients who did visit
the emergency department, North Carolina saw a 13 percent reduction in emergency department visits between
2001 and 2002.140
The success of states such as North Carolina, Vermont,
Maine, and Massachusetts in working with private insurers
and Medicaid will be further enhanced by Medicare participation. In a recent announcement, the Centers for Medicare
and Medicaid Services launched a medical homes grant program that will provide Medicare support and financial participation in state efforts through an Advanced Primary Care
(APC) Demonstration project. With these grant funds, states

INTEGRATING PRIMARY CARE WITH PUBLIC HEALTH
Chronic disease management and the consistent delivery of
preventive services should be the goals of collaborative efforts between primary care and public health. In addition to
the chronic disease burden described earlier, a failure to consistently deliver preventive services has led to many of the
quality problems we face today. Currently 46% of adults do
not get such recommended preventive care. This gap, along
with the lack of integration between prevention and primary
care, accounts for 101,000 preventable deaths per year.138
Often, the challenge of bridging public health and clinical
care can be different terminologies and cultures. Many
health departments, especially at the local level, only have
resources for immunization and regulatory issues. Similarly,
clinicians are paid to perform tests and deliver care. Bringing these groups together to set goals and work collaboratively requires leadership commitment and sustainable cooperation, but can be highly beneficial to health outcomes.
Working together across these fields could lead to accelerated progress in these goals. There are a number of existing
opportunities to integrate primary care with public health.
These include:
• Using community health teams;
• Building coalitions;

The lack of integration between prevention
and primary care accounts for 101,000
preventable deaths per year.
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can broaden their efforts, including greater support for community care teams.141

Building coalitions
Reducing the gap between recommended care and what is
delivered is critical to health outcomes, and such reduction
will require leadership and commitment. Coalitions can
come together to address critical health needs of a community or state. Governors can bring stakeholders to the table to
set goals, contribute assets, and reward success, particularly
when those stakeholders include the business and provider
communities, as well as state and local policymakers.
In 2009, the Ohio state health department, led by Governor Ted Strickland, partnered with health care, faith based
organizations, businesses, and advocacy groups to establish
the Ohio Infant Mortality Task Force. Data from the health
department showed that despite investments of federal and
state funds, Ohio’s infant mortality remained at 7.8 per 1,000
live births—12th highest in the country—with large disparities
between African-American and white infants. The task force
provided 10 recommendations to the governor’s office including providing comprehensive reproductive health services for
all women and children before, during, and post pregnancy;
and prioritizing and aligning program investments based on
documented outcomes and cost effectiveness.

programs. Through the state agency on aging, regional and
statewide organizations supporting older persons can be instrumental in implementing and supporting these programs.
State insurance commissions, state employee benefit programs and Medicaid can also be key contributors to support
self-management programs through requirements of insurers and offered benefits in state programs.
Vermont has implemented Stanford University’s Chronic Disease Self Management Program (CDSMP). While
funding of the CDSMP varies by state and community, program costs are estimated to be about $200 per participant. In
Vermont, self management is funded through state general
funds with work underway to sustain funding through public and private insurance.

Promoting self management programs
People need support in making informed health choices beyond the short period of time they spend with their health
care provider. Self-management programs provide patients
with tools to handle emotional stress and communicate with
family members about problems. Other components include
techniques for dealing with health complications, appropriate use of medications, and nutrition. This additional support allows individuals to successfully manage their chronic
disease. These programs can result in fewer emergency
room visits and improved health outcomes, resulting in a
cost savings of about four dollars for every one dollar spent.
Evidence also suggests that programs teaching self-management skills are more effective than information-only patient
education in improving clinical outcomes.143, 144, 145
State government can play a key leadership role in the
implementation and sustainment of self-management programs. State health agencies lead the organization, training,
and development of community-wide, self-management

Using health information technology to accelerate
linkages
Integrating health information technology (HIT) will be
critical to improving quality and costs. In the primary care
setting, it has the potential to revolutionize practice. Physicians can monitor when patients get certain preventive
tests and are alerted when a patient sees another provider.
They can receive reminders, check drug refills and regimen
adherence, and even interact with patients outside of office
visits.
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With public health contributions, HIT benefits are even
Following Hurricane Katrina, the Louisiana Immunizagreater. With the bi-directional flow of information between
tion Information System connected to local health departhealth departments and providers, disease prevention and ments in other states to ensure that displaced children could
management is accelerated. Sharing information on infecreceive mandatory vaccinations needed to enter new
tious diseases, immunizations, and patient education and schools. School nurses and public health staff checked the
wellness opportunities available in the community, the prisystem to make sure that students did not receive duplicamary care quality goes up greatly, and the public health detive vaccine. It was estimated that the Harris County local
partment’s functions in disease surveillance are enhanced.
health department in Houston, Texas, saved about $3 milImmunizations are a vital public health prevention stratlion in vaccine and administrative costs because of this inegy and an essential element in protecting the nation’s teroperability.150
health. Immunizations successfully reduce the incidence of
The opportunities to enhance both public health funcmany preventable diseases, including eliminating polio from tionality and primary care performance through HIT are
the Americas and eradicating smallpox from the world.
recognized, but not easily realized. Since a majority of proVaccine-preventable diseases continue to be major causes
viders still do not use HIT to interact with patients (Figure
of death and add significantly to health costs. Twenty-five
11)151, there will need to be considerable investment in IT
percent of American children have not received all recom- systems on both ends of the transaction, and workflow remended childhood immunizations.146 Failure to immunize
engineering to ensure availability and use of data by agencan lead to new outbreaks of disease. Between 1989 and 1991, cies and practices alike. This effort should be echoed in
a measles epidemic in multiple states resulted in over 55,000
public health efforts to support bi-directional health inforreported cases, 11,000 hospitalizations, and more than 120 mation exchange. The funding for HIT under ARRA is an
deaths, with most deaths in children under 5 years of age.147
important investment, as are existing state and privateElectronic immunizations registries can provide an 8:1 re- sector dollars, but work must continue to ensure that HIT
turn on investment over five years. Without proper tracking, efforts are implemented strategically to best benefit these
one in five U.S. children receives at least one unnecessary efforts and link primary care and public health in impordose of vaccine by the age of two, wasting $15 million in vac- tant ways.
cine cost each year. The average cost to manually retrieve, review, and update a child’s immunization reFIGURE 11: Current or Planned Use of Alerts and Reminders in Office
cord is $14.50, more than three times that of an Prectice: Percentage of Physicians Surveyed, 2003
immunization registry.148
More than 25 percent of Utah’s young children
Physician receives alerts about
12
26
16
44
potential drug problems
are not fully protected against dangerous vaccinepreventable diseases. In response, the Utah De38
partment of Health developed a comprehensive
Physician receives alerts when
10
31
13
43
special follow-up care is needed
immunization registry to improve immunization
coverage of its citizens and make information read31
ily available to health care providers. The Utah
Patients are sent reminders for
21
33
10
34
preventive or follow-up care
Statewide Immunization Information System (USI54
IS) contains immunization histories for Utah residents of all ages and from all providers. This system
Using a computerized system
allows the state to track which children have reUsing a manual system
Not done, plan to in next year
ceived immunizations, if they received them on
Not done, no plan in next year
time, and alleviates parental burden of keeping immunization records. USIIS also integrates the pub- DATA: Audet, A. J. et al. 2005. Physicians’ views on quality of care: Findings from the Commonwealth
lic health and primary care systems through this Fund National Survey of Physicians and Quality of Care. Percentages may not add to 100 because of
rounding and unknown responses.
data exchange.149
SOURCE: McCarthy and Leatherman: Performance Snapshots, 2006. www.cmwf.org/snapshots
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HEALTH REFORM AND PRIMARY CARE AND
PUBLIC HEALTH

•

The Patient Protection and Affordability Care Act (PPACA)
includes many provisions that impact primary care quality
and access, the health care workforce, and community resources to promote healthier lifestyles. These measures will
enable states to further implement many of the initiatives
and action steps highlighted in this chapter.

•
•

•

Payment Reform and Quality Measures
PPACA includes payment reform and quality measures that
may impact states. In some cases, these measures are grant
programs states are eligible to apply for; in other cases, Medicaid agencies and state hospitals will be involved in these
provisions. These programs will test quality reporting measures, bundling payments, and pay for performance.

•
•
•

MEDICAID GLOBAL PAYMENT SYSTEM DEMONSTRATION PROJECT

•

The Secretary will coordinate with the Centers for Medicare
and Medicaid Services for a demonstration project in which
states adjust payments to safety net hospitals and networks
from fee-for-service to a capitated payment model. Five
states will be chosen to participate in the demonstration
project, which authorizes funding as may be necessary for
fiscal years 2010 through 2012 (§ 2705).

•

These strategies will:
Improve health outcomes, efficiency, and patient-centeredness of health care for all populations;
Identify ways to improve patient care quality and efficiency;
Address gaps in quality, efficiency, comparative effectiveness information, and health outcomes measures and
data aggregation techniques;
Improve federal payment policy to emphasize quality and
efficiency;
Enhance the use of health care data to improve quality,
efficiency, transparency, and outcomes;
Address the health care provided to patients with highcost chronic diseases;
Improve research and dissemination of strategies and
best practices to improve patient safety and reduce medical errors, preventable admissions and readmissions, and
health care-associated infections;
Reduce health disparities across health disparity populations and geographic areas; and
Address other areas as determined appropriate by the
Secretary (§ 3011).

NATIONAL PILOT PROGRAM ON PAYMENT BUNDLING

The Secretary will establish a program for integrated care
during care episodes of hospitalizations to improve coordination, quality, and efficiency. The applicable conditions under this program include chronic and acute conditions. This
program will begin no later than January 1, 2013, and will be
conducted for five years. The exact funding amounts are not
known at the date of this publication (§ 3023).

HOSPITAL VALUE BASED PURCHASING PROGRAM

The Secretary will establish a program for value-based incentive payments for hospitals that meet performance standards.
Performance measures will include acute myocardial infarction, heart failure, pneumonia, surgeries, and health care
associated infections. State hospitals may be exempt if they
submit a letter to the Secretary demonstrating performance
measures exceeding those in this national program. The Secretary will designate a certain value-based percentage payment for a hospital for a fiscal year. The program begins in FY
2013 (§ 3001).

COMMUNITY HEALTH TEAMS TO SUPPORT PATIENT-CENTERED
MEDICAL HOMES

The Secretary will establish a program that will promote
community-based interdisciplinary teams which support
primary care practices and provide capitated payments to
providers. States or their designated entity will be eligible to
apply for funds. States will need to have plans that incorporate prevention initiatives with health care delivery and community-based prevention resources and ensure that health
teams include nurses, physician assistants, dietitians, and
other medical specialists. This program will be established
through either contractual agreements or grants (§ 3502).

NATIONAL STRATEGY FOR QUALITY IMPROVEMENT IN HEALTH CARE

By January 1, 2011, the Secretary will establish a national
strategy to improve the delivery of health care services, patient health outcomes, and population health. The Secretary
will work with state agencies that administer Medicaid and
CHIP in developing and disseminating strategies and goals
consistent with national priorities.

107

State Roles in Delivery System Reform | 51

PUBLIC HEALTH TRAINING FOR MID-CAREER PROFESSIONALS

This program awards educational entities for training midcareer professionals in public health and allied health. It is
authorized at such sums as may be necessary for fiscal years
2011–2015 (§ 5206).
GRANTS TO PROMOTE THE COMMUNITY HEALTH WORKFORCE

The Centers for Disease Control and Prevention will award
grants to states and eligible state agencies to use community
health workers to promote positive health behaviors and
outcomes in medically underserved communities. Funding
is authorized for such sums as may be necessary for fiscal
years 2010–2019 (§ 5313).
FELLOWSHIP TRAINING IN PUBLIC HEALTH

The Secretary may carry out activities to address documented workforce shortages in state and local health departments in the critical areas of applied public health epidemiology, public health laboratory science, and informatics and
may expand the Epidemic Intelligence Service. The fellowship training is authorized at $39.5 million for each of fiscal
years 2010 through 2013 (§ 5314).

Health Care Workforce Measures
PPACA includes several provisions to promote the health
care and public health workforce. These include grants,
loan repayment programs, and fellowships:

Preventive Services Measures
ESSENTIAL HEALTH BENEFITS PACKAGE

New health plans in the individual and small group markets
and all health plans participating in the new insurance exchanges are required to cover preventive and wellness services, maternity and newborn care, mental health and substance use disorder services, pediatric services, and chronic
disease management. Cost-sharing for these services must
be limited (§ 1302).

PUBLIC HEALTH WORKFORCE LOAN REPAYMENT PROGRAM

Public health professionals who commit to working for
three years in a state or local agency will be eligible for the
loan repayment program. Annual loan repayments consist
of $35,000 or 1/3 of total debt. The program is authorized at
$195 million for fiscal year 2010 (§ 776).
STATE WORKFORCE DEVELOPMENT GRANTS

Health care workforce development planning and implementation grant programs will enable states to develop
strategies at the state and local level.
Planning grants will be available staring fiscal year 2010,
with grants awarded for activities for up to one year. Planning grants will require a 15 percent match (in cash or in
kind). Implementation grants may be used for up to two
years and will require a 25 percent match (in cash or in kind).
The grants are authorized for $8 million for fiscal 2010
and such sums as necessary thereafter, with up to $150,000
per state partnership (§ 5102).
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ELIMINATION OF EXCLUSION OF COVERAGE OF CERTAIN DRUGS IN
MEDICAID

Starting January 1, 2014, Medicaid cannot exclude coverage
of drugs that promote smoking cessation, including ones approved by the FDA for over-the-counter use (§ 2502).
MEDICAID HEALTH HOME FOR ENROLLEES WITH CHRONIC
CONDITIONS: PLANNING GRANT

Beginning January 1, 2011, state Medicaid programs will
have the option to provide coordinated care to enrollees with
chronic conditions. HHS will establish minimum standards
for health homes and will award planning grants to states
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to develop a state plan amendment. States will receive a 90
percent FMAP for such health home services during the first
eight fiscal year quarters that the state plan amendment is in
effect. A state contribution is required in order to receive a
planning grant. This amount is not known at the time of this
publication. A $25 million maximum planning grant will be
awarded per state. The total amount for planning grants is
not known at the date of this publication (§ 2703).

include actions that promote healthier school environments, active living and access to healthy foods, smoking
cessation, and worksite wellness. Funds are authorized
for such sums as may be necessary for fiscal years 2010
through 2014 (§ 4201).
HEALTHY AGING, LIVING WELL PUBLIC HEALTH GRANT PROGRAM

Beginning September 23, 2010, new group or individual coverage must cover and have no cost sharing for preventive services recommended by various federal guidelines (§ 2713).

The CDC will award grants to states or local health departments and Indian tribes for pilot programs to provide public
health community interventions, referrals, and screenings
for heart disease, stroke, and diabetes for individuals between ages 55 and 64. Funds are authorized for such sums as
may be necessary for fiscal years 2010 through 2014 (§ 4202).

MEDICAID PREVENTIVE SERVICES

IMMUNIZATION COVERAGE IMPROVEMENT PROGRAM

State Medicaid agencies that eliminate cost-sharing requirements for clinical preventive services and adult vaccination
will be eligible to receive FMAP incentive payments. The
percentage point increase is ONLY for the cost of providing
these preventive services and vaccines, and not an acrossthe-board FMAP increase. This enhanced match will be
available beginning January 1, 2013 (§ 4106).

The CDC will award demonstration grants to states to improve immunization coverage for children, adolescents, and
adults. The program is authorized for funding at such sums
as necessary for fiscal years 2010 through 2014 (§ 4204).

HEALTH PLAN COVERAGE OF PREVENTIVE HEALTH SERVICES

EPIDEMIOLOGY LABORATORY CAPACITY GRANTS

The CDC will award grants to state and local health departments to develop and information exchange and improve
surveillance and response to infectious diseases. The grants
are authorized at $190 million for each of fiscal years 2010
through 2013 (§ 4304).

MEDICAID COVERAGE OF TOBACCO CESSATION SERVICES FOR
PREGNANT WOMEN

Effective October 2010, states will be required to provide
Medicaid coverage for tobacco cessation counseling and
drug therapy for pregnant women without cost-sharing.
Funding amounts are not known at this time (§ 4107).

STATE AUTHORITY TO PURCHASE RECOMMENDED VACCINES FOR
ADULTS PROGRAM

The Secretary may negotiate and enter into contracts with
manufacturers of vaccines for the purchase and delivery
of vaccines for adults. States may obtain adult vaccines
through manufacturers at the applicable price negotiated
by the Secretary (§ 4204).

MEDICAID CHRONIC DISEASE INCENTIVE PAYMENT PROGRAM

The Secretary will award grants to states to test approaches that may encourage behavior modification for healthy
lifestyles among Medicaid enrollees and to determine
scalable solutions. HHS will develop program criteria and
will conduct an education/outreach campaign to promote
states’ awareness of the grant program. There is appropriated $100 million for a five-year period beginning January
1, 2011 (§ 4108).

CHIP OBESITY DEMONSTRATION PROGRAM

This program has received an extension of funding for the
childhood obesity demonstration program established under CHIPRA (P.L. 111-3). It provides an appropriation totaling $25 million for fiscal years 2010 through 2014 (§ 4306).

COMMUNITY TRANSFORMATION GRANTS

The CDC is authorized to start a program for states and
local governmental agencies and community-based organizations to promote evidence-based community preventive health activities intended to reduce chronic disease rates, and address health disparities. Activities may

INCREASED FUNDING TO FEDERALLY QUALIFIED HEALTH CENTERS

This section creates a new Community Health Centers
Trust Fund for the purpose of expanding FQHCs’ operational capacity and promoting greater access to primary
care (§ 5306).
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care system. Primary care must serve as the foundation for
reliable preventive services, and the hub for care coordination. State health departments are uniquely able to monitor and contain disease outbreaks and promote healthy life
choices. Health departments can educate people about
health issues, and help support healthier living environments, in which it is easier to follow a doctor’s prescription
to consume a healthier diet, exercise more, and stop smoking. As new populations gain coverage under health reforms, our health care system is at risk of being overwhelmed if these populations are not healthier. By
investing in these critical tasks of health departments,
state leadership can reduce the demand using the health
care system and improve health status.

CONCLUSION
Although every state will have different priorities and political realities, state leadership can bolster primary care and
public health systems as part of their system improvement
strategies. To advance these efforts, states can take the following next steps:
• Convene stakeholders to address quality, access, prevention, and health IT usage;
• Assess barriers that hinder the growth of the primary
care workforce; and
• Invest in critical public health issues to reduce demand
for primary care.
Ensuring that individuals have access to quality primary
care is essential to sustaining a well-functioning health

54 | State Roles in Delivery System Reform

110

CHAPTER 4

Reforming Health Care
Payment Systems
Harold Miller
Center for Healthcare Quality and Payment Reform

A major cause of the high cost of health care in
America and of many of the quality problems in
health care is the way providers are paid. Under
most current payment systems, physicians, hospitals, and other providers are paid primarily
based on how many services they deliver, not on
the quality of those services or their effectiveness in improving a patient’s health.152 Research
has shown that more services and higher spending may not result in better outcomes; indeed, it
is often the opposite.
Current payment systems reward quantity
over quality, with volume of services delivered
as the key economic driver in health care. Furthermore, payment is balanced against primary
care and preventive services, and toward highcost care. Reimbursement methods also fragment the payments across multiple providers,
even for the same service or episode. Payment
reform efforts should emphasize highly-effective care that keeps people healthy, encourages
care management and prevention, and drives efficiency in the system.
Payment reform initiatives can be categorized into two major approaches: those seeking
to promote efficient, high-quality care in acute
settings and episodes, and those that drive more
consistent, long-term primary care that promotes disease prevention and chronic disease
management. These methods can be combined
in global payment schemes that seek the best in
both settings and service types.
Although many people have looked to the
federal government and the Medicare program
to take a lead role in correcting these payment
problems, state governments also have significant potential to influence the way health care is
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paid for. In most states, more individuals are enrolled in Medicaid and CHIP programs than in
Medicare. About 20 percent of the U.S. population is enrolled in Medicaid.153 A number of
states have state-funded health insurance programs that cover additional individuals.
State governments also employ more than 5
million workers nationally; and in some communities, such as state capitals, state employees can
represent 10 percent to 25 percent or more of the
employed workforce.154 Retirees for whom the
state provides insurance expand the pool of individuals further. A number of states have statewide health insurance purchasing pools for local
government employees as well.
Through these programs, states can work to
implement new payment schemes and leverage
contracts for services in ways that correct the inherent problems and disincentives. There are a
number of different strategies that build on existing payment methods, as well as emerging ideas
for new ways to pay for care. These options and
the states’ roles in promoting efforts to improve
care through payment reforms are essential aspects of system reforms and improvements.

THE GOALS OF PAYMENT REFORM
Payment reform efforts must be designed to
overcome or counteract the many disincentives for high-quality, low-cost care that exist
today. Currently, providers are paid for value.
This payment methodology means health care
providers may actually be financially penalized
for providing better-quality services. Reducing
errors and complications can result in lower
revenue in some cases by lowering the number of procedures and medications needed.155
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Under most payment systems, health care providers make
less money if a patient stays healthy. In addition, many valuable preventive care and care coordination services are not
paid for adequately (or at all)156. This discourages physicians
from entering primary care, contributing to shortages of
primary care physicians in many areas.
The fragmentation of payment offers another challenge
to payment reform. Each physician, laboratory, hospital, and
other health care provider involved in a patient’s care gets
paid separately. This can result in paying for duplicative
tests and services for the same patient,157 and it provides no
incentive for separate providers to coordinate their services.
The challenges created by these payment features have
led to a growing recognition of the need for payment reform.
Reform proposals seek to achieve several goals:

unnecessary services—as what doctors do. Moreover, the
designs of insurance benefit plans can have a major impact
on consumers’ ability to select high-value providers, use
cost-effective services, and adhere to treatment plans that
improve outcomes. In particular:
• High patient cost-sharing requirements in health insurance plans (e.g., copayments, co-insurance, and deductibles) for physician visits, purchase of medications, and
use of preventive services can deter or prevent patients
from seeking care early or taking necessary medications,
and can potentially result in high costs of remedial care
that more than offset any revenues generated through
the cost-sharing contributions.158
• Flat copayments and small co-insurance requirements
for expensive services give consumers little incentive to
use lower-cost providers and services.

• Holding a health care provider more accountable for the
quality of services used to treat a patient’s conditions;

• It is difficult for a primary care practice to help a patient
manage his or her health and reduce unnecessary health
care services if the patient’s health plan allows the patient to switch practices frequently or to directly seek out
specialty services without advice from the primary care
practice.159

• Holding a health care provider more accountable for the
cost of services used to treat a patient’s conditions;
• Giving a health care provider greater flexibility to provide the right services to patients in the right way at the
right time;
• Paying a health care provider adequately (but not excessively) for delivering necessary, high-value services, and
enabling that provider to remain profitable if their patients stay healthy;

Health plan benefit structures that encourage and enable
patients to improve their health and use higher-value health
care services are known as “value-based benefit designs.” For
example, a growing number of employers are using valuebased benefit designs that reduce or eliminate copayments
for chronic disease maintenance medications to encourage
patients to use the medications more reliably and avoid expensive emergency room visits and hospitalizations.

• Paying a health care provider more for sicker patients
who need more services, unless the patient’s condition
was caused by the provider itself (e.g., through a hospitalacquired infection or an error in treatment), and enabling
the provider to remain profitable if they care for patients
who have more health problems or more serious problems; and

STATE ROLES IN PAYMENT REFORM
As a result of health reform, state governments may have
new opportunities and increased leverage to influence the
way providers are paid for delivering health care to many
of their patients. Medicaid and state employee programs
continue to be critical opportunities for implementing these
types of changes. Furthermore, if states opt to implement
insurance exchanges, up to 24 million more individuals will
be included under the purview of state oversight.
In addition to their leverage as purchasers of health care
services or insurance for many state residents, states can influence the way private funds are used to pay for health care
services in two ways: regulating the way that health insur-

• Enabling and encouraging independent providers to coordinate patient care.

The Role of Benefit Design
Even if the payment system gives physicians the resources and incentives to improve, their accountability for cost
and quality can only go so far. This is because so many
primary care outcomes depend as much on what patients
do—whether they used prescribed medications, accessed a
primary care practice as their medical home, and avoided
112
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ance plans pay for services, or regulating the way that health
care providers deliver or charge for their services.
Because of the tremendous diversity of health care markets across the country, there is unlikely to be a single, onesize-fits-all national approach to payment reform that will
work equally well in all parts of the country or address all of
the issues of concern. Consequently, it is not surprising that
much of the leadership for health care payment and delivery
reform to date has come from states, rather than the federal
government.
Two major types of payment reforms states may consider
include:

BETTER WAYS TO PAY FOR HOSPITAL CARE
Goals of Payment Reform for Hospital Care
Many studies show that hospital care,1 which represents
about 40 percent of total health care spending in the U.S.,
leads to significant inefficiencies and quality problems. The
goals of payment reform for hospital care are to enable and
encourage hospitals and specialists to take advantage of opportunities to reduce costs and improve quality by:
• Improving efficiency and coordination of patient care.
Hospitals that have utilized industrial techniques have
been able to significantly reduce waste and improve efficiency.161 Various projects have found that surgery costs
can be reduced by 10 percent to 40 percent through improved cooperation between hospitals and surgeons to
achieve greater overall efficiency, using methods such as
more efficient scheduling and more efficient purchasing
of medical devices.162

• Payment reforms targeted at hospital care and other
types of major acute care services that take place over a
relatively short periods of time to address a specific condition, such as treating a serious injury, replacing an arthritic hip or knee, facilitating childbirth, responding to a
heart attack, or treating a curable cancer.

• Using lower-cost treatment options. In a number of cases,
there are two or more options for treating a patient’s condition that achieve similar outcomes but have very different
costs. For example, there are a number of ways to reduce
the costs of labor and delivery for uncomplicated pregnancies and improve outcomes for both mothers and babies.163

• Payment reforms targeted at primary care, including preventive care; treatment of minor acute conditions (injuries); diagnosis of more serious conditions, which may
then lead to hospital care to address those conditions;
and management of chronic diseases.

• Reducing adverse events. A significant number of patients still experience preventable health care acquired
complications, infections, and other adverse events. Work
pioneered by the Pittsburgh Regional Health Initiative,
which has been replicated in other parts of the country,
proves that such events can be dramatically reduced or
even eliminated through low-cost techniques.164

Many individuals will need a mix of both primary care and
hospital services. For example, a patient with a chronic disease will need help from a primary care practice and specialists to successfully manage their disease. From time to time,
the patient may have an acute episode that requires a hospitalization. Good primary care can prevent such episodes and
reduce the need for hospital care. Payment systems called
“global payment” or “comprehensive care payment” or “capitation” are designed to pay a single provider to manage both
primary care and hospital care to prevent unnecessary use of
hospital care and other acute care services.
Finally, it is important to keep in mind that although payment reforms are necessary to effectively address the cost
and quality crisis facing American health care, they are not
sufficient. Health care providers will need to change their
internal processes, methods of coordination, and even organizational structures to actually deliver better care. Some of
the kinds of structural and process changes that hospitals,
specialists, and primary care practices need to make to accept new payment systems and to successfully use them are
also described in the following sections.
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• Reducing preventable readmissions. Some hospitalacquired infections and adverse events manifest themselves after discharge and result in preventable readmissions to the hospital; these can be reduced through
the same techniques described above. In addition, several studies have shown that readmission rates can be
reduced for a broad range of patients by improving the
patient’s transition to home or another setting following
discharge.165

1.For simplicity, the discussion in this section will refer to “hospital
care,” but the same payment models are applicable to other settings
for delivering major acute care, such as ambulatory surgery centers.

113

actual care is delivered. However, process is not always a
good proxy for outcomes.
Measuring of the cost of hospital care is also challenging.
The hospital and each of the physicians involved in a patient’s
care are paid separately for the services they deliver. For example, when a patient has surgery, the surgeon is paid for performing the surgery, but the hospital is paid separately for the
surgical suite, the nursing care, and any drugs or medical devices the patient receives. The anesthesiologist is paid separately for his or her services, and if other physicians are asked
to provide services, they are also paid separately. Because of
the methodological challenges involved in tallying up episode
costs—which requires identifying and adding up the costs of
all services provided in a single “episode of care,” and then
comparing these costs for different patients and different
hospitals—public reporting of this data is quite rare.
Moreover, public disclosure of the amounts that providers charge for their services is generally of limited value. For
most patients, the amounts that health insurance plans actually pay are typically far lower than these published “charges.” Although these discounts are typically confidential, efforts to publish the average amounts of the payments that
hospitals and physicians actually receive for services are
growing, which would enable more accurate comparisons of
price and cost.
There is some evidence that public reporting on quality
measures results in modest improvements in performance.169 It appears that this is often due more to hospitals’
desire to avoid having low rankings than because patients
have migrated away from poor-performing hospitals.
Programs that report on the costs of hospital care are
much more limited. A number of state and regional programs report the amounts that individual hospitals charge
for major procedures; however, as noted earlier, these charg-

Approaches to Payment Reform for Hospital Care
States have a range of possible levers in driving hospital
payment schemes toward quality. This section will describe
payment reforms for hospital care, including:
•
•
•
•
•

Improving the transparency of price and quality;
Paying for performance based outcomes;
Tiering provider networks;
Refusing payment for adverse events; and
Bundling services and offering warranties.

IMPROVING TRANSPARENCY OF PRICE AND QUALITY

It is virtually impossible today for a patient or even a physician to determine which hospitals, outpatient surgery
centers, and other health care outlets deliver the highestquality, lowest-cost care. Consequently, although it does
not technically change the payment system itself, one important type of reform is cost and quality “transparency,”
making information about the quality and cost of hospital
care available to the public, to encourage consumers to use
the highest-quality, most efficient hospitals and physicians.
Moreover, cost and quality measurement is a key component
of other payment reforms described later in this section.
The quality of hospital care can be measured in three
ways:
• Whether appropriate processes were delivered (e.g.,
were the right medications given in a timely fashion);
• Whether good outcomes were achieved (e.g., did the patient die, get an infection); and
• Whether patients were satisfied with the care they received.
Measurement of outcomes is more challenging than measuring processes, since many outcomes occur well after the

In practice, the federal government, through the Hospital Compare program,166 several state agencies, and a number of
Regional Health Improvement Collaboratives167 and state hospital associations collect data and produce public reports
on the quality of care delivered by hospitals. In most cases, the measures are limited to a small number of common
conditions or procedures, such as cardiac surgery, heart attacks, heart failure, and pneumonia. Moreover, the majority
of measures relate to whether specific processes were delivered, rather than whether good outcomes were achieved.
Some states and collaboratives are collecting and publishing additional measures of outcomes, such as the rates of infection and the rates of readmission to the hospital for preventable conditions.168 The ability to obtain data on processes
and outcomes will likely be enhanced as more hospitals, physicians, and other providers use electronic health records.
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es often bear little relationship to the actual amounts that
hospitals are paid by commercial health plans, Medicaid, or
Medicare. Only a small number of programs report the actual amounts that hospitals are paid for procedures. For example, New Hampshire introduced a price transparency
program in 2007 that reports the bundled cost, including
both physician and facility payments, of about 30 common
health care services.170 A 2009 study of the program found
that, to date, making this information public had little impact on prices, partly because of limited choices available to
consumers and partly because insurance benefit designs
provided little incentive for consumers to use lower-cost
providers.171 The modest impact of measurement and reporting initiatives is not surprising, since these initiatives do
little to change the powerful incentives and disincentives
that exist in the payment system.

The best-known hospital pay-for-performance program
has been the Premier Hospital Quality Incentive Demonstration. Under this program, Medicare paid 230 hospitals
additional money beyond its standard payment amounts if
the hospital’s performance on various quality measures was
in the top 20 percent among hospitals nationally. An evaluation showed that the program raised the overall quality of
care by an average of 17.2 percent over four years in five clinical areas (Figure 15).172 Based on the experience with this
program, CMS proposed implementing a pay-for-performance program—dubbed the Hospital Value-Based Purchasing Program—for all hospitals. The federal health law,
the Patient Protection and Affordable Care Act of 2010, requires implementation of this program beginning in 2013. 173
A weakness with P4P systems is that they can only reward what can be measured; consequently, they can implicitly create an incentive for providers to focus only on
areas that are measured and let performance slip in areas
that are not.

PAYING FOR PERFORMANCE

The approach most commonly used in recent years to
change the way providers are paid for hospital care is “pay
for performance” or P4P, which pays hospitals and/or physicians more or less based on the quality of care they deliver.
Pay for performance programs are based on the same kinds
of quality and cost measures that are used in the public reporting programs.
The following key issues are involved in structuring P4P
systems:

TIERING PROVIDER NETWORKS

Some self-insured purchasers and health insurance plans
assign hospitals to tiers based on either quality or cost or
both and give patients incentives to use hospitals in different tiers. For example, the State Employees Health Commission in Maine assigns hospitals to “preferred” and “nonpreferred” tiers based on the quality ratings assigned by the
Maine Health Management Coalition.174 The New Hampshire Insurance Department assigns hospitals to two cost
tiers based on the payment reporting system in the state.
The state’s HealthFirst plan, offered by several health insurance companies, establishes a lower deductible for patients
using hospitals in the lower-cost tier.175

• The size of P4P payments. The larger the payment, the
greater the financial incentive to improve performance
(and maintain good performance).
• Whether the P4P payments will represent net new money to acute care providers, or whether other payments
will be reduced to offset the money allocated to P4P.
• What threshold of performance a provider
must meet to receive a bonus. Alternative approaches include absolute standards of performance (e.g., 100 percent compliance with a
process measure), relative standards of performance (e.g., a compliance rate at the 90th percentile relative to peers), and minimum levels
of improvement in performance (e.g., 50 percent better performance than the prior year).

FIGURE 15. P4P Medicare Data on the Top 20 Percent Performers—
top 20%
bar—to 17.2% quality improvement
Figure
12:performers
[Title to come]

20% Top Performers

17.2% Quality Improvement
0

10

20

30

40

50

60

70

80

90

100

SOURCE: K. Kuhmerker and T. Hartman. (2007, April). “Pay-for-Performance in State Medicaid Programs:
A Survey of State Medicaid Directors and Programs.” Commonwealth Fund, 55.

60 | State Roles in Delivery System Reform

115

There is only limited evidence about the effectiveness of
this approach, but both anecdotal evidence and a few studies indicate that the approach can cause patients to change
providers and can encourage providers to improve their
quality or lower their cost to move into preferred tiers.
However, in some markets, large providers have refused to
contract with health plans that use tiered structures, which
has limited the use of this approach.
REFUSING PAYMENT FOR ADVERSE EVENTS

Under most current payment systems, both hospitals and
physicians are paid extra to deal with complications they
themselves cause. For example, if a patient receiving hip
replacement surgery develops a surgical-site infection that
leads to additional complications, the hospital and the doctors involved will all be paid more than if the infection had
not occurred. Preventing the infection would reduce their
revenues and potentially reduce their profits.
One way to solve this is to reduce or prohibit additional
payment for preventable errors or infections that occur during a hospital stay. However, this approach only denies payment for treatment of the error or infection itself, not for any
additional complications which may be caused by the error
or infection, and result in far greater costs. Moreover, there
is debate about which infections, complications, and other
side effects are fully preventable.
An alternative approach is to reduce payment if the hospital or physician has an unusually high rate of such adverse
events, but not to deny payment for treating the problems
for any individual patient.
Medicare, as well as some Medicaid programs and commercial insurers, have begun to implement policies denying
payment for “never events,” or services rendered in error.176
This approach, however, has been limited to events or conditions that can be viewed as completely preventable, and
does not preclude payment for secondary complications
that may result.177 Maryland is avoiding this limitation by
adjusting the payment based on the rate of complications at
a particular hospital relative to other hospitals.178 Additionally, the federal health reform law requires that payments to
hospitals be adjusted based on the rate of potentially preventable readmissions beginning in October 2012.
Similarly, there is currently considerable interest by some
states in reducing or denying payment to hospitals for readmissions that are related to a patient’s initial stay and viewed
as “preventable.” Although many readmissions are related

to complications that develop while the patient is in the hospital, others occur simply because a patient experiences repeated exacerbations of a chronic disease. This may be better addressed through the kinds of primary care payment
reforms described later in this chapter rather than by reducing or eliminating payments to hospitals.
BUNDLING SERVICES AND PROVIDING WARRANTIES

Paying hospitals and physicians separately for each service
they provide during an episode of care not only makes it
hard for consumers and payers to determine the true cost
of care, but it also provides little incentive for those providers to work together to find the most efficient and effective
way to deliver services. As a result, there has been growing
interest in taking payments that are currently separate and
“bundling” them into a single, combined payment.
The concept of combining separate payments into a single
payment is not new. Nearly 30 years ago, Medicare changed
from paying a hospital for each individual service to a single
“diagnosis related group,” or DRG, payment for all services
related to a specific diagnosis or procedure. Moreover, surgeons and obstetricians are typically paid a single amount for
all of their services associated with a surgery or delivery,
rather than separate fees for each individual service.
What is not routinely done today is to combine payments
for two separate providers. The simplest combination of this
type is to bundle payments made to hospitals and doctors so
that there is a single payment for all of the services they pro116
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vide during a patient’s inpatient stay, including surgery, anesthesiology, and hospital stay (Figure 16). A health insurance plan or Medicaid program would make a single
“bundled” payment for all of these services, and it would be
up to the hospital, surgeon, anesthesiologist, or other staff
member to determine how to divide the payment among
themselves. Under bundled payment, the surgeon has an incentive to help the hospital lower its costs, because the surgeon has the ability to share in the savings.
“Bundles” can be defined more broadly than just combining hospital and physician payments for inpatient stays.
There is growing interest in also combining post-acute care
services (e.g., home health care, rehabilitation services)
with inpatient care to discourage overuse of such services.
Bundled payment systems facilitate the transparency programs described earlier, since a single price can be more
easily reported and compared across providers. However,
since not all patients need post-acute care, it is more challenging to define a single price than with inpatient bundles,
where every patient receives services from both the hospital
and the principal physician.
Medicare experimented with bundling payments in the
1990s when the Participating Heart Bypass Center Demonstration program, which selected four hospitals in different
states to receive a single payment covering hospital and physician services for coronary surgery. No outlier payments
were permitted, and the amount of the combined payment
was negotiated to be an average of 10 percent below current
payment levels. The hospital and physicians were free to divide the combined payment however they chose.
An evaluation of this demonstration showed that all parties benefitted: physicians identified ways to reduce length
of stay and unnecessary hospital costs; costs decreased by 2

percent to 23 percent in three of four hospitals (with greater
reductions compared to what inflation would have caused);
and patients preferred the single copay.179 Medicare is testing bundled payment on a broader range of conditions in its
Acute Care Episode Demonstration that started in 2009.
To date, the use of bundled payments in the U.S. has been
limited to a relatively small number of diagnoses or procedures, leaving the majority of patients to be paid under traditional payment systems. A much more extensive implementation of bundled episode payments exists in the Netherlands,
where hospitals have been paid under the DBC (Diagnose
Behandelings Combinaties, or Diagnosis Treatment Combinations) system since 2006. Under the DBC system, a single
payment is defined for both the hospital costs and physician
costs associated with a particular combination of patient
condition and treatment. With more than 30,000 different
DBC categories in use today, some feel the system is too
complex. (By comparison, there are about 700 categories in
Medicare’s DRG payment system used to pay hospitals in the
U.S., and more than 8,000 fee codes in payment systems used
to pay doctors).
This illustrates a key challenge in episode-based payments: balancing the trade-off between having enough categories to ensure that payments fairly reflect differences in
patient needs and having a system that is simple to understand and administer.
Another approach is for health care providers to offer a
“limited warranty” for their care. The hospitals commit
that they will not charge more for addressing certain complications or readmissions that are related to the patient’s
initial services. The advantage of this approach is that it enables providers to compete on the breadth of their warranties, rather than forcing payers to define a uniform set of
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circumstances where payment will not be made. The disadvantage is that differences in the definitions of warranties make comparisons among providers more difficult (although this is no different than for products and services
in other industries).
An early example of warranties began in 1987 when an
orthopedic surgeon and hospital in Lansing, Michigan offered a fixed total price for surgical services for shoulder
and knee problems. The fixed price included a warranty for
any subsequent services needed for a two-year period, including repeat visits, imaging, re-hospitalization, and additional surgery. A study found that the payer paid 40 percent
less and the surgeon received more revenue by reducing unnecessary services, such as radiography and physical therapy, and minimizing complications and readmissions.180
The Geisinger Health System in Pennsylvania, through
its ProvenCareSM system, provides a “warranty” that covers
any follow-up care needed for avoidable complications
within 90 days at no additional charge. The system was used
first for coronary artery bypass graft surgery, but has now
been expanded to hip replacement, cataract surgery, angioplasty, bariatrics, low back pain, perinatal care, and other
areas.181 Offering the warranty led to significant changes in
the processes used to deliver care. As a result, Geisinger has
reported dramatic improvements on quality measures and
outcomes.182

that significant improvements in the way they deliver care
are possible,183 and a growing number of training and coaching programs are available to help health care providers
implement these changes.184 Among the critical capabilities,
the most essential is bundling payments.
METHODS FOR ALLOCATING BUNDLED PAYMENTS AMONG
PROVIDER

Bundling the services of hospitals, physicians, and postacute care providers into a single payment requires a mechanism and arrangements for dividing the payment among the
individual providers in a manner acceptable to those providers. There are three basic approaches that can be used:
• If the care is provided by an integrated health care delivery system that employs physicians and operates both
hospitals and post-acute care services, there is a readymade organizational mechanism for accepting a bundled
payment and allocating the revenue among the individual
providers.
• Outside of integrated delivery systems, special organizational mechanisms can be created to receive and allocate
the bundled payment. Under this arrangement, the parties have a pre-set agreement and mutually create a 3rdparty entity to receive and distribute the payment. For example, in its Acute Care Episode (ACE) Demonstration,
the Centers for Medicare & Medicaid Services (CMS) is
requiring that physician-hospital organizations (PHOs)
receive the bundled payments.185

Capabilities Needed to Manage New Methods of
Hospital Payment
To succeed under payment systems that reward quality
and efficiency, many hospitals and other acute care providers will need to significantly re-engineer their processes to
eliminate unnecessary costs and address quality problems.
A number of leading health care systems have demonstrated

• A health insurance plan can treat the payment amount as
a budget, and allocate the budget among the participating providers according to a pre-defined formula. Under
this “virtual bundling” approach, no provider controls

PROMETHEUS Payment, Inc., a national nonprofit, is currently pilot-testing an episode-of-care payment system
called Evidence-Informed Case Rates (ECRs) that will cover all services from all providers during the full episode of
care for a variety of conditions. The amount of the payment is based on a combination of historical actual costs, the
estimated cost of delivering evidence-based care, and the actual payment amount to a provider adjusted based on
quality performance. If there is no single organization that can accept the single payment, the payment is divided by
the health plan among the participating providers using a formula based on the proportion of services they delivered
during the episode. More information on PROMETHEUS is available at http://www.prometheuspayment.org/.

118

State Roles in Delivery System Reform | 63

the money that is owed to other providers, and no new
organizational structures are needed.

and the severity of other illnesses can be reduced through
regular screenings (e.g., for cancer or heart disease) that
lead to early diagnosis and prompt less costly treatment.

Federal laws and laws in some states that are designed to protect patients against inappropriate financial relationships between hospitals and physicians have created significant legal
barriers to bundled payments. Medicare has only been able to
implement bundled payments as part of demonstration projects where Congress waived the rules against them. Consequently, changes in federal and state laws will be needed to
allow appropriate gain-sharing relationships between hospitals and physicians under bundled payments while maintaining protections against inappropriate relationships.186

• Reducing unnecessary testing, referrals, and medications. The use of evidence-based treatment guidelines
and shared decision-making tools can reduce unnecessary or even potentially harmful tests, interventions, and
medications.189
• Using lower-cost treatment options. For example, the
use of generic drugs or lower-cost alternatives where
available and appropriate can reduce expenditures on
pharmaceuticals and increase patient adherence to treatment regimens that prevent the need for more expensive
services.190

BETTER WAYS TO PAY FOR PRIMARY CARE
There is growing recognition of and evidence for the need to
strengthen the primary care system’s ability to prevent expensive hospitalizations by helping people remain healthy
and more effectively managing chronic conditions. The
payment reforms for hospital care described in the previous
section can improve the efficiency and quality of care during
acute care episodes. However, such reforms may not do anything to support or encourage efforts to prevent an episode
from occurring in the first place (e.g., keeping an individual
from having a heart attack).187
The goals of payment reforms for primary care are to enable and encourage primary care practices2 to take advantage of opportunities to improve quality and reduce costs by:

• Reducing preventable emergency room visits and hospitalizations. Studies have shown that rates of emergency room visits and hospitalizations for many patients
with chronic disease and other ambulatory-sensitive
conditions can be reduced by 20 percent to 40 percent or
more through improved patient education, self-management support, and access to primary care.191
In addition, many believe that changes in payment systems
are essential to attract more individuals to become primary
care physicians, to retain existing primary care physicians,
and to encourage primary care physicians to practice in underserved areas.

• Improving access to care. The use of physician extenders (e.g., nurse practitioners and physician assistants), email and phone calls, same-day scheduling, group visits,
school clinics, urgent care centers, and other techniques
can reduce costs and improve patients’ access to effective
primary care.188

Approaches to Primary Care Payment Reform
Primary care-based reforms are more complicated than hospital-based efforts, and can create ripple effects that must be
monitored. Each different type addresses a different gap in
primary care identified above, including improving access to
high-value services, ensuring high-quality primary care, and
avoiding gaming of payment efforts. These different types
of efforts can be done in conjunction, which can help with
gaming, but also create provider confusion. States should
determine the most important goals of their payment efforts
and select from among these options.

• Improving prevention and early diagnosis. Many illnesses can be prevented through interventions such as
immunizations, weight management, and improved diet,
2. For simplicity, the term “primary care practice” will be used in this
section to refer to any health care provider that delivers primary care
services to patients. In addition to a primary care physician or
physician group, this can include a multi-specialty group that
includes primary care physicians, a hospital or health system that
employs or contracts with primary care physicians to provide services
to patients, or even a specialty physician group that provides the
equivalent of primary care services to patients with chronic diseases.
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IMPROVING ACCESS TO HIGH-VALUE PRIMARY CARE SERVICES

There are a number of services that are underutilized in primary care. Although these have been proven to improve patients’ health and reduce the need for other, more expensive
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care, the payment methods leave these unreimbursed, or do
not allow for their delivery by paraprofessionals. Examples
include counseling on tobacco use and nutrition and spending sufficient time with individuals with chronic conditions.
The principal approaches in this group of reforms include:
• Incorporating new/higher fees;
• Instituting care management payments; and
• Implementing Comprehensive Primary Care Payments
New fees. Some important primary care services that
have the potential to help patients stay healthy and avoid
the need for expensive hospital care are not paid for at all
by most health insurance plans. For example, physicians are
typically paid only for face-to-face visits with patients, not
for phone calls or emails with patients. Health plans do not
typically reimburse for patient education and assistance delivered by nurses or other non-physician care managers in
primary care practices. One simple payment reform is to pay
for these types of services.
In some other instances, a service may currently be paid
for, but at an amount too low to enable delivery of high-quality care. For example, even though physicians are paid for
office visits, they may not be paid enough to justify the time
needed to do a careful diagnosis—particularly where a patient has multiple conditions—or to ensure that all preventive measures have been taken. Here the solution is to pay
more for these types of services.
The weakness of simply adding new fees or increasing
fees is that it may result in physician practices delivering
these services to patients who do not really need them simply to generate more revenues.
Instituting care management payments. An alternative
to creating more fee codes or increasing fee amounts is to pay
a physician practice a monthly “care management payment”
in addition to the existing fees it is paid for individual services
to individual patients. The amount of the care management
payment would be based on the number of patients the practice has and, ideally, on how sick the patients are (e.g., higher
payments would be made to a practice that has more patients
with chronic disease). The amount would not, however, depend on how many services the practice delivers, nor would
the practice be required to deliver additional or different services to every patient in return for the payment.
This type of payment gives the practice the resources to
add new services or staff, such as a care manager, and the

flexibility to target those services to patients who need them
the most. Many “medical home” practices are required to
meet standards, such as implementation of electronic health
records or the hiring of a care manager, to be eligible to receive a care management payment.
Implementing comprehensive primary care payments.
A third alternative is to reduce or eliminate fees-based reimbursement by paying the primary care practice a monthly
“comprehensive primary care payment” to cover all of its
services to all of its patients.192 This is similar to the bundled
payment concept discussed in the hospital care section. At a
minimum, the comprehensive primary care payment should
be based on the number of patients the practice has. Ideally,
it should also be based on patient aspects, such as how many
patients have chronic conditions, so that the practice is not
penalized for having sicker patients.
This type of payment gives the practice complete flexibility about what services to offer and how to target them to the
patients who need them the most, without being constrained
by individual fee codes and amounts. However, this approach can also diminish the practice’s incentive to deliver
services or spend sufficient time with patients, since the
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practice is paid regardless of how many services its patients
receive. (This can be addressed through performance incentives, described in the next section.)

practice delivered a service deemed desirable, such as checking the blood sugar levels of a diabetic patient. Since there is
no guarantee that performing processes appropriately will
result in better outcomes, a middle ground is to use “intermediate outcome” measures; for example, assessing whether a diabetic’s blood sugar levels are being maintained at an
appropriate level over time. These measures, however, require use of difficult-to-access clinical information.
Measuring and reporting on cost in primary care is also
challenging. In contrast to acute care, the amount that primary care physicians charge for their own services is less
relevant than the rate at which their patients use other expensive services, from diagnostic testing to hospitalization. This has led to efforts to compare physicians and
physician groups on the total costs of services associated
with their patients through what are known as “resource
use” or “efficiency” measures. However, such measures
can be controversial, particularly for patients with insurance plans that enable them to see any provider they wish,
because the primary care physician may not have had any
opportunity to influence all of the services that the patient
received. In addition, the costs associated with lack of
preventive services will occur in the future; higher spending in the short run may be needed to reduce costs in the
long run.
In practice, to measure the quality and resource use of
individual physicians and small physician groups in a statistically valid way, it is necessary to collect information on as
many patients as possible.193 Moreover, because of weaknesses in the data systems commonly used to develop the
measures, it is also essential that physicians be actively involved in reviewing the measures before they are published.
A number of states and regions have formed multi-stakeholder Regional Health Improvement Collaboratives to collect, validate, and publish quality measures for all of the patients seen by a primary care practice—regardless of which
health plan they use—with active involvement by the physicians themselves in defining the measures and verifying the
accuracy of the information.194
Reporting on resource use and efficiency is also being
done, albeit less widely, in the absence of broad agreement
on what types of measures are appropriate.195 Obtaining the
data needed for both quality measures and for appropriate
efficiency measures will be easier as more health care providers use electronic health record systems, but these data
systems alone will not solve all of the problems.

Creating Incentives for Primary Care Quality
Rewarding primary care practices for effectively delivering
care can help reduce the total cost of care needed by a group
of patients. These are similar to the hospital-based efforts to
measure quality and drive consumer and provider behaviors.
The challenge is that many of the outcomes in primary care
are based on patient behavior and choices as well as provider
actions, so all efforts around quality should target those things
within the provider control as much as is feasible.
INCREASING MEASUREMENT AND REPORTING

As with hospital care, one approach to improving quality
in primary care is to make information about the quality of
services delivered by primary care physicians “transparent,”
i.e., publicly available. In a perfect system, measures of quality would be based on outcomes, but this is challenging for
primary care to do, partly because many outcomes are longterm in nature. Poor quality care for diabetes patients, for
instance, can result in amputations, but these usually occur
years after the initial poor primary care occurred.
Consequently, most quality measures currently used for
primary care are “process-oriented,” measuring whether the
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Early research on measurement and reporting systems
found that consumers rarely sought out cost and quality
data and often did not understand it. As a result, cost and
quality data had only a modest impact on consumer decision
making. Many measurement and reporting programs have
been working to increase consumers’ awareness of the importance and availability of this information and to make
the information more user-friendly. And a growing number
of health plans are giving consumers incentives for using
higher-quality, lower-cost providers.
Even if consumers do not use the information extensively, there is a general belief that merely publishing cost and
quality measures encourages physicians to improve their
rankings.

but many P4P programs are beginning to incorporate measures of resource use or “efficiency” as well. Moreover, most
pay-for-performance systems provide bonuses over and
above existing fee-for-service payments, rather than issuing
penalties for poor performance, which can result in higher
health care costs in the short run.
Evaluations of pay-for-performance programs have found
that providing financial incentives results in larger improvements in performance than public reporting alone. However,
the improvements in physician performance attributed to P4P
programs have been relatively modest.197 This is generally explained by the fact that the size of the awards available in most
U.S. P4P programs is small relative to the total revenue received by a physician practice, and because most P4P programs do not remove the counterproductive incentives that
continue to exist in the underlying fee-for-service system.
In 2004, the United Kingdom implemented a pay-forperformance system for primary care called the Quality and
Outcomes Framework that has much larger rewards for
physicians than U.S. P4P programs. An evaluation indicated
that the program resulted in significant improvements in
quality for some types of health conditions, but not others.
Although the improvements that occurred were greater
than had been expected, this also led to higher bonus payments, which increased primary care expenditures well beyond the amount that had been budgeted.198

TIERING PROVIDER NETWORKS

As with hospitals, an alternative way of using measures of
physician quality and resource use is to give patients incentives to use physician practices that perform better on
these measures. This is generally accomplished by assigning
physicians or physician groups to two or more performance
“tiers” and requiring lower cost-sharing for patients who
use physicians in higher-performance tiers, or even refusing
to pay for care from physicians in the lowest-performance
tiers. This approach can be very controversial because it requires assigning a physician to a specific tier even though
the measure used is imprecise and subject to error, particularly for small physician practices.

IMPLEMENTING SHARED SAVINGS PROGRAMS

“Shared savings” payment models are a variation of P4P, but
with rewards based on whether patients’ total use of health
care resources decreases. Under a shared savings model, if the
actual costs of all care received by the patients in a primary
care practice is lower than what would have been expected
based on typical utilization rates and trends, the primary care
practice receives a portion of the difference between the actual and expected costs. This gives the primary care practice an
incentive to focus on ways to reduce hospitalizations, emergency room visits, diagnostic testing, and other costly services.
For example, the Alabama Medicaid Program implemented a shared savings program in 2007 as part of its Patient 1st primary care case management program. The program gives primary care practices in the state 50 percent of
the savings the state receives when patients use generic
medications more frequently and use emergency rooms less
often. $4.7 million in shared savings was distributed to physicians in 2009 based on 2008 results.199

PAYING-FOR-PERFORMANCE (P4P)

As with acute care services, P4P systems can be established to give primary care practices financial incentives
to improve their performance on quality measures and/or
resource use measures. The same types of issues regarding
P4P systems for hospitals arise in defining P4P systems for
primary care providers, such as the diversion of resources
and attention away from those areas of care that are not being measured or rewarded.
Examples of P4P for physicians exist among most commercial insurance plans in the U.S. and most state Medicaid
programs. Medicare has been the major exception, but under the 2009 federal HITECH Act and starting in 2011,
Medicare will be implementing payment incentives for physicians based on “meaningful use” of electronic health record systems.196 Most programs base P4P rewards solely or
primarily on how physicians perform on quality measures,
122
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A demonstration and evaluation of the shared savings
concept was undertaken by Medicare as part of the Physician Group Practice Demonstration. The program was implemented in 10 large physician group practices across the
country beginning in 2005 and was extended to run for a
total of five years. As of the third year of the program, all 10
of the physician groups achieved high-quality performance
on the majority of quality measures, and five generated sufficient savings to qualify for shared savings payments.200
A challenge with the shared savings approach is that
practices whose patients have high levels of resource use
have greater opportunities to achieve savings than already
high-performing practices. This leads to the perverse effect
that the smallest rewards are available for the practices that
were performing the best prior to the creation of the shared
savings program.201

comprehensive payment plus a risk-adjusted bonus for implementing medical home services and achieving desired
outcomes.204 The model is being implemented over a twoyear period in nine small-to-medium sized primary care
practices in eastern Massachusetts and Albany, New York.
Although most medical home programs and other initiatives to increase payments to primary care are so new that
there is limited information available about their effectiveness, the evaluations that have been done indicate that when
adequate investments in primary care are made to enable
significant changes in processes, sufficient savings can be
generated to not only offset the cost of the increased investment but to reduce the total cost of care for patients.205

BUILDING IN FLEXIBILITY AND ACCOUNTABILITY
Some of the reforms described above can create incentives
for outcomes that are not desired, including an increase in
unnecessary services or other adverse outcomes. Consequently, a third group of payment reforms combines elements of both the first and second groups in order to provide primary care practices with both upfront resources and
a strong financial incentive to improve quality and reduce
costs. The principal alternatives are:

INSTITUTING CARE MANAGEMENT PROGRAMS

The majority of state Medicaid programs pay at least some of
their primary care practices a primary care case management
payment, in addition to fees for service, to enable and encourage the primary care practice to improve the quality and reduce the cost of care to Medicaid beneficiaries. A number of
state Medicaid programs are also now instituting programs
that provide additional payments to primary care practices
that qualify as “patient-centered medical homes.” 202
Most commercial health plans also pay for programs to
improve coordination of patients’ care and provide support to patients who manage their conditions, but these
programs are typically operated directly by the health plan
or by an independent disease management company, not
by primary care practices. Recent research has suggested
that such programs are not as effective as having the care
management function either provided by the patient’s primary care practice or integrated with the practice’s services.203 Consequently, a number of health plans have begun making payments to primary care practices in addition
to providing service-specific fees; these payments are commonly being made as part of initiatives to help primary
care practices serve as patient-centered medical homes. In
many cases, however, these payments are very small because of the fear that they will increase short-run health
care expenditures.
The Massachusetts Coalition for Primary Care Reform
is testing a comprehensive primary care payment model under which primary care practices receive a risk-adjusted
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Flexible Payment Methods
Primary care practices can be given additional or more flexible payments along with some form of pay for performance
or shared savings, to encourage them to use the more flexible
payments to achieve better outcomes. For example, a primary care practice could be given a monthly care management
payment sufficient to enable it to hire a nurse care manager,
but also be required to participate in a P4P or shared savings
program that rewards or penalizes it based on how successful the nurse care manager is in reducing preventable hospitalizations for chronic disease patients.
Another approach is to pay a primary care practice a
monthly amount to cover not only the services it directly
provides to patients, but also the costs of services provided
by specialists and all diagnostic testing. (Hospital costs
would still be paid for separately.) This is generally referred
to as “partial global payment” or “professional services capitation.” This gives the practice a financial incentive to reduce unnecessary use of specialists and testing, similar to
the incentives of a shared savings program, and provides
the flexibility to use the payments to deliver whatever combination of services will best help the patients (similar to
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the comprehensive primary care payment previously described). A global payment should be adjusted based on the
types of conditions the patient has, so that the primary care
practice is not penalized for taking on sicker patients.

across the U.S. are still paid today under capitation contracts,
particularly in California. Capitation payment fell into disfavor in many parts of the country because physicians were
paid the same amount even if they had patients with more
health problems, which created a disincentive to take on
sicker patients. Because there were not good ways of measuring the quality of care, it was difficult to ensure that physician practices were not withholding needed care to save
money. However, there is evidence that patients receive better quality care at lower cost under capitation systems than
under fee-for-service systems.207
There are several examples of global payment systems
that correct the weaknesses of capitation to make it more
attractive to both physicians and patients, while retaining its
strengths. But, most are so recent that there have been no
evaluations of their effectiveness. Here are some examples:

COMPREHENSIVE CARE OR GLOBAL PAYMENT

The most comprehensive reform is to pay the primary care
practice a monthly amount to cover all services that a patient
needs, including hospitalizations. This is generally referred
to as “global payment,” “comprehensive care payment,” or
“condition-adjusted capitation.”206 This provides an even
greater financial incentive to reduce unnecessary hospitalizations, but because hospital costs can be so large, this approach can cause significant cash flow problems and financial risk for small providers, even if the payment is managed
as a budget and is adjusted based on how many conditions
the patient has. Consequently, this payment model is generally limited to large physician groups or health systems that
include both hospitals and physicians, or it is accompanied
by limits on the extent to which physician groups are at risk
when they have unusually expensive patients.
Although global payment systems may sound like a radical change, similar payment systems called capitation were
widespread in the 1990s. A number of primary care practices

• The Patient Choice payment system in Minnesota,
which was developed in the 1990s under the auspices of
the Buyers Health Care Action Group (BHCAG). Evaluations have shown that the system encourages patients to
select more cost-effective providers and encourages providers to reduce their costs while maintaining or improving quality.208
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• The Alternative Quality Contract, implemented by Blue
Cross Blue Shield of Massachusetts in 2009, makes a
fixed payment to a health care provider for each patient to
cover all care services delivered to the patient (including
hospital care, physician services, pharmacy costs, etc.),
with the payment amount adjusted by the health status of
the patients. The provider can earn up to a 10 percent bonus payment for achieving high performance on clinical
process, outcome, and patient experience measures. The
amount of the payment is based on historical costs and is
increased annually based on inflation. Outlier payments
are made for patients with unusually high needs and expenses.209

of-care payment models for hospital care described above;
indeed, the two can be complementary. For example, a physician practice might accept a global payment to manage the
care of patients with chronic obstructive pulmonary disease
(COPD), which would give the practice the ability and incentive to help those patients avoid hospitalizations, but when a
hospitalization occurs due an exacerbation of the patient’s
COPD, the practice could make a single, bundled payment to
a hospital and its physicians for the hospitalization. This
would encourage all concerned to deliver the most efficient,
effective care for the patient during the hospitalization.

Capabilities Needed To Manage New Primary Care
Payment Models
Each of the payment reform models described in the previous section has the potential to address some problematic
aspect of current payment systems that serves as a barrier
to higher quality primary care and lower-cost health care.
However, changing the payment system is a necessary, but
not sufficient step. Primary care physicians must actually
make changes to the way they practice, focusing on ways to
improve quality and reduce utilization, rather than on ways
to increase the volume of services. If primary care practices
do not successfully make changes in the way they deliver
care, some of the payment reforms described above could
lead to increases in health care spending with little or no improvement in quality. Some could even cause primary care
practices to suffer financially or go bankrupt, which happened to a number of physician practices during the 1990s
under some capitation payment systems.212
This creates a dilemma for payers: should payment reforms be implemented for all primary care practices, or only
for those practices that demonstrate they have the capability
to be successful under the payment reforms? In many states
and regions, primary care payment reform initiatives have
been limited to practices that are accredited as a “PatientCentered Medical Home,” based on standards established by
the National Committee for Quality Assurance (NCQA) or
standards established by the state. However, for many of
these standards, there is relatively little evidence indicating
that meeting the standard is essential to quality care,213 and
experience has shown that some of the standards are very
difficult or expensive for primary care providers to meet.214
For example, although electronic health records can have
significant benefits for physicians and patients, they are very

• A more limited version of global payment has been developed as part of the PROMETHEUS Payment System.
PROMETHEUS has defined a risk-adjusted payment
amount to cover all of the care needed by a patient with
a chronic disease during the course of the year. The payment is designed to give primary care practices adequate
resources to manage the care of the patient in a high-quality way, as well as a financial incentive to reduce preventable hospitalizations and other avoidable complications.
This payment model is being tested in several pilot sites.210

Using Different Payment Models for Different
Types of Patients
It is not necessary and it may not be desirable to use the
same payment system for every patient. Any of the payment
reform models described in the previous sections can be
used for a specific subgroup of patients, while other models
can be used for other subgroups of patients.211
This can be particularly helpful during the early stages of
implementing payment reforms by enabling health care
providers to transition slowly. For example, a global payment could be made just for a group of patients with a specific chronic disease of mild to moderate severity, to support
efforts to reduce preventable hospitalizations for those patients, while fee-for-service payments continue to go to other patients. Later, the global payment could be extended to
patients with additional chronic diseases, while the practice
continues to use fees and pay-for-performance for preventive care of relatively healthy patients. Eventually, the global
payment system could be extended to all patients.
A global payment or comprehensive care payment system does not preclude the use of the bundled and episode-
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expensive and challenging to implement and may not have
as great a benefit in the short run as other, less expensive
changes, such as the hiring of nurse care managers or use of
computerized patient registries. Moreover, with more restrictive standards for participating in payment reforms,
fewer providers are eligible to participate, which in turn reduces a state or region’s ability to impact cost and quality for
the majority of patients.
It is unreasonable to expect primary care practices to suddenly change their structure and operations overnight after
years of operating under the problematic fee-for-service system. Most primary care practices are very busy, operate under very thin financial margins, and have little time and few
resources to make major changes. The best approach may be
to provide technical assistance and transitional funding support to primary care practices to help them build the capacity to both manage new payment models successfully and
achieve better outcomes. Providing transitional payment
models that support the transformation of their care processes over a multi-year period may also help.215
An additional challenge is that in the U.S., more than 80
percent of the primary care practices have only one or two
doctors. It is difficult for a small practice to afford the care
management services, after-hours accessibility, decision
support systems, and other services needed to better coordinate care to reduce costs and maintain or improve outcomes,
particularly for complex patients.216 However, small practices can work together to efficiently provide these services
through organizational structures such as Independent
Practice Associations (IPAs) or a Physician-Hospital Organization (PHO).217 There are several examples around the
country of IPAs contracting with health plans on a full-risk
or almost-full-risk basis to manage the care of their patients
from both a cost and quality perspective.218
Recently, considerable interest has been demonstrated
around the idea of creating “accountable care organizations” (ACOs) that can manage shared savings or global payment arrangements based on the total cost of care for a population of patients. Although initial discussions of the ACO
concept implied that only integrated delivery systems—of
both hospitals and employed physicians could effectively
serve as ACOs, there has been growing recognition that the
key to the success of an ACO is effective primary care. Consequently, if they receive assistance in developing the necessary organizational structure and management systems, pri-

mary care providers can successfully play this role (and as
noted above, many already are doing so).
While having a hospital as part of an ACO can be desirable, it is not essential. In other words, rather than viewing
medical homes and ACOs as independent concepts, creating
successful medical homes can be seen as the core capability
of an ACO, which can accept accountability for the costs and
quality of care for its patients.219

THE IMPACT OF FEDERAL HEALTH REFORM
The 2010 federal health law, the Patient Protection and Affordable Care Act,220 includes a number of provisions designed to either require or test many of the types of payment
reforms described in the previous sections through the Medicare and Medicaid program. Although it is nearly impossible
to describe all of the many changes in the law, the following
are some of the most significant payment reform efforts.

Hospital Payment Reforms
• Medicare is required to implement a Value-based Purchasing Program for hospitals beginning in October 2012.
Hospital payments will be adjusted based on the hospital’s performance on a series of quality measures (§ 3001).
• Beginning in FY 2015, Medicare payments to hospitals
are to be adjusted based on the relative rate at which their
patients have hospital-acquired conditions (§ 3008).
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• Beginning in FY 2012, Medicare payments to hospitals
are to be adjusted based on the rate of potentially preventable readmissions (§ 3025).

• Medicare is required to pay for certain preventive services and to reduce patient cost-sharing requirements for
preventive services (§§ 4103–4105).

Physician Payment Reforms
• The Physician Quality Reporting Program is continued
and strengthened, with payment incentives under Medicare to encourage physicians to report their performance
on quality measures (§ 3002).

More General Payment Reforms
• A Center for Medicare and Medicaid Innovation is established to enable HHS to test new payment models in
Medicare and Medicaid and to implement them more
broadly if they control or reduce costs and maintain or
improve quality (§ 3021).

• The Department of Health and Human Services (HHS) is
required to develop a Physician Compare website, reporting physician performance on quality measures (§ 10331).

• An Independent Payment Advisory Board is established
to develop proposals for changes in payment that will reduce Medicare spending (§ 3403).

• HHS is required to give physicians reports on the health
care resources used by Medicare patients (§ 3003).

• Medicare is authorized to designate willing providers
as Accountable Care Organizations and to pay them
shared savings or to pay them on a partial capitation basis (§ 3022).

• A Value-based Payment Modifier is to be created so that
Medicare payments to physicians will vary based on the
relative quality and cost of care (§ 3007).

• Under Medicaid, pediatric medical providers can be designated as Accountable Care Organizations and receive
incentive payments similar to those provided through
Medicare (§ 2706), and safety net hospital systems or networks can be paid using a global payment system (§ 2705).

• Medicare payment levels to physicians will be adjusted to
increase payments for services that are currently undervalued and to decrease payments for overvalued services
(§ 3134). In addition, payments are to be increased during
a five-year period for visits to primary care practices and
for surgeons operating in health professional shortage areas (§ 5501).

• Medicare is required to test various approaches to “bundled payments” that will encourage coordination of care
including hospitalizations (§ 3023). A similar
demonstration program is established under
Medicaid (§ 2704).
• Medicare is required to test models using
home-based primary care teams for chronically-ill beneficiaries (§ 3024).
• Medicare is required to fund a Community Care Transitions Program to provide
improved care transition services to highrisk Medicare beneficiaries (§ 3026).

STATE ACTIONS TO ACCELERATE
PAYMENT REFORM
There is growing consensus about the need
for significant reforms in health care payment systems, and increasing evidence that
these payment changes can be effective contributors to efforts to improve quality and
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control costs. However, progress in implementing significant reforms has been very slow. Although the federal Patient Protection and Affordable Care Act will encourage and
facilitate many types of payment reforms through Medicare,
it is unlikely that federal action alone will transform health
care payment systems as quickly or as broadly as needed.
Partnerships with a broad range of stakeholders will aid
states in accelerating payment reforms. Collaborations
among other payers will enable states to increase their leverage with providers to encourage value-based payments,
while educating and engaging consumers on the need to
change the payment system and demand higher quality care
will help in creating support for payment reform initiatives.

a provider to change the way it delivers care. Moreover, a
private health plan may experience a competitive disadvantage by implementing payment reforms if other health plans
do not also implement the reforms.223 To address this, some
states have served as conveners or facilitators of discussions
among health plans and other payers in a community to
reach agreement on consistent payment reforms. In other
cases, states have supported the efforts of multi-stakeholder
Regional Health Improvement Collaboratives to facilitate
these discussions.224
Even if payers are willing to consider aligning their payment systems, fear of antitrust violations can discourage
agreement on a common approach. States can protect health
care payers and providers under the “state action” doctrine of
antitrust law if the state has a clearly articulated state policy
supporting the need for common payment approaches and
engages in active supervision of the activities that might otherwise cause antitrust concerns.225 Washington, for example,
passed legislation in 2009 that specifically authorized discussions among payers and providers about new payment approaches to support primary care medical homes.226

Implementing Payment Reforms in State Payment
Programs
Obviously, a necessary step to advance payment reforms is
convincing health care payers to implement the changes.
States can jumpstart this process in at least two ways:
• A state can directly change the way health care providers are paid under the state’s Medicaid program, both in
fee-for-service arrangements and in managed care.221 As
noted in previous sections, state Medicaid programs have
been leaders in implementing a number of reforms for
both acute care and primary care.

Dealing with Monopoloies
Several large health systems in the country are routinely
cited as national models of quality and efficiency. However,
there are other large systems that are not cited as models for
either quality, efficiency, or both. In some cases, a health system’s size has been used more as a way of controlling market
share and increasing prices rather than reducing costs and
improving quality. Studies in Massachusetts,227 Rhode Island,228 and California229 have found that a major contributor to high health care costs is high prices charged by large
health systems. Although Medicare has the ability to dictate
prices in these large systems, other payers do not.
To counteract the monopoly behavior of large providers,
states could take the following actions:

• A state can also change the way providers are paid through
the health care benefits provided to state employees by:
– Choosing health insurance plans or offering incentives
to employees to choose plans that pay providers using
value-based methods;
– Paying providers directly on a self-funded basis using
value-based payment methods; or
– Creating supplemental programs that reward providers for higher-value care beyond what they receive
through a health plan’s payment programs.

• Encourage alternative providers for a service that is currently delivered only by a monopoly provider. Under
current volume-driven payment systems, creating more
providers can increase cost. But for many of the payment
reforms described here, additional sources for a service
could encourage competition and efficiency. States with
Certificate of Need programs could expand to assess not
only the existing capacity, but also the level of competition available.

Facilitating Multi-Payer Alignment
Although having one payer or major purchaser implement
payment reforms can help to get payment reforms underway, it is difficult for hospitals, physicians, and other health
care providers to significantly change the way they deliver
care unless a large proportion of their patients are part of a
new payment system.222 Even some changes to the Medicare
payment structure will not affect enough patients to enable
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• Pursue traditional legal anti-trust actions against a monopoly provider. Increasingly, there is market consolidation in health care. States have a number of traditional
legal tools to evaluate and break up monopolies and could
utilize those tools in these consolidated markets.

Encouraging Public Support
Although the issues in designing and implementing payment reforms are understandably focused on providers
and payers, the fundamental goal of payment reforms is to
improve the quality and affordability of care for consumers
and patients. It is conceivable that a new payment and care
delivery structure could be developed that is perfectly satisfactory from the perspectives of payers and providers but
unacceptable to a significant number of consumers and patients, either because of actual or perceived problems. The
history of managed care systems in the U.S. demonstrates
that consumer acceptance of payment and care delivery systems can be critically important.231
State leaders can help educate consumers about the need
for change in both care delivery systems and payment systems. Although there is growing recognition by health care
professionals of the payment problems plaguing the health
care system, this causal relationship is not widely understood by consumers. Research has demonstrated that consumers continue to believe that the most expensive options
are also the highest-quality choice, although that has been
demonstrated to often be untrue in health care. In this light,
merely producing cost information for consumers is not
enough. Truly proactive efforts to ensure that consumers
receive and understand the information are critical to success, since greater consumer involvement is essential to
many of these strategies.

• Create a system for government regulation of prices. For
example, Maryland has a system for all-payer rate regulation of hospitals.230 Not only can such a system protect
against unreasonable price increases by large or monopoly hospitals, but it can also protect smaller hospitals
against severe revenue losses due to reductions in utilization, with no offsetting adjustment in prices.

Encouraging Value-Based Benefit Design
As noted above, the ability to hold health care providers
accountable for outcomes and costs under new payment
models depends on whether consumers have the ability and
incentive to use cost-effective services and adhere to treatment plans. This, in turn, depends on the structure of insurance benefit designs. States have the primary authority to
regulate the benefit structures in commercial health insurance plans, which could be used to encourage or require the
use of value-based benefit designs, such as affordable copayments for chronic disease maintenance medications.
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CHAPTER 5

The Role of Medicaid in
Delivery System Reforms
Caryn Marks, Molly Voris and Kathleen Nolan
National Governors Association Center for Best Bractices

Medicaid plays a large role in delivering care to
low-income individuals and in influencing the
state’s health care system. As rising health care
costs are echoed in Medicaid, ensuring the sustainability of the program will require states to
increase Medicaid’s effectiveness and efficiency.
With the passage of federal health care reform, an additional 16 million individuals will
enter the program starting in 2014. With such a
large increase in enrollment, improvements in
the delivery and coordination of care will be
crucial to contain program spending and improve health outcomes of beneficiaries.
States can use their existing program tools,
and seek additional flexibilities, to enhance the
quality and efficiency of Medicaid to decrease
programs costs. Governors have many opportunities to enact delivery system reforms through
quality improvement initiatives, care coordination programs, primary care and prevention
projects, and payment reforms.

THE NEED FOR MEDICAID IMPROVEMENTS
Medicaid serves a large and diverse low-income
population. With 60 million individuals currently enrolled in the program, Medicaid provides coverage to children, pregnant women,
very low-income parents, the disabled, and dual
eligibles—those qualifying for both Medicaid
and Medicare. The passage of the health reform
law expands the program to cover all citizens
below 133 percent of the poverty level.232

Medicaid Beneficiaries
Governors have a vested interest in the health
of Medicaid beneficiaries, as they account for
one-quarter of the state’s population and half
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of all children in the state. While children and
pregnant women, a typically healthy cohort,
comprise the majority of the population, the
health of the Medicaid population is generally
worse than the general population. Dual eligibles often have multiple chronic conditions and
are in need of a variety of medical services, making them a high cost group. The top 5 percent
of high-cost enrollees account for more than 57
percent of Medicaid costs.233
Because of its diverse population, the program is responsible for a wide range of services
to meet the needs of its beneficiaries. As a general rule, services covered by Medicaid must be
offered to all enrollees, making it a robust, yet
expensive and difficult, program to manage.

Medicaid Spending
Jointly financed by the states and the federal
government, states are responsible for over half
of the financing of the Medicaid program. With
shared financial responsibility and coverage of
nearly one-quarter of the population, Medicaid
is often the second largest budget item in a state,
surpassed only by education.234
State spending on Medicaid continues to rise
as enrollment increases, and states continue to
grapple with increased unemployment, decreased revenues, and budget shortfalls (Figure
17).235 Challenges to control Medicaid spending
and enrollment growth are further compounded by increasing costs of medical care in all sectors and regions. Further, Medicaid is outpacing
the growth of inflation at a higher rate than other medical spending.236 The program spends
more on long-term care services than any other
payer, comprising of one-third of total Medicaid
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spending. Sixty percent of Medicaid spending is dedicated
towards acute care services including payments to managed
care plans (30 percent), inpatient hospitalizations (25 percent) and prescription drugs (8 percent).237
Historically, states have controlled Medicaid spending by
making direct cuts to some program elements, most commonly provider payment rates, optional benefits, and coverage. Each of these cuts has had multiple impacts that states
have continually attempted to balance as the need to close
budget shortfalls competed with providing appropriate access and care to enrollees. More recently, however, it has become clear that states have nearly exhausted these traditional measures and must turn elsewhere to attempt to
create savings and close budget gaps in their programs. In
an effort to engage in longer-term cost-containment actions,
various reforms can be implemented to change the way care
is delivered in Medicaid and to make the program more efficient and effective, while improving health outcomes.

tem reforms. While it is a dominant payer in some service
arenas (e.g., long term care, pediatrics), its market influence
is considerably diluted in other arenas.
Investment needed to start reforms. Enacting delivery system reforms requires up-front financial investments without
immediate savings. Because there is limited state experience
with broad scale delivery system reforms in Medicaid, there
is also a lack of knowledge on budget estimates and savings
accrued from reforms. Given the current state budget crises
and administrative staffing cuts, it is difficult to envision
broad investments in new Medicaid efforts without substantial support and integration with other initiatives.
Systems infrastructure is lacking. Many Medicaid information systems are out of date, or in the process of major
overhauls. There is further question about the capacity of
these systems to meet the requirements of the federal health
care reform law, such as the requirement that all those coming through the health insurance exchange will have to be
screened for Medicaid eligibility. Infrastructure and data
are also essential for reforms. Upgrades are expensive and
time-consuming, but necessary to improve Medicaid system
capabilities for quality measurements and payment reforms.

ISSUES TO CONSIDER WHEN IMPLEMENTING
MEDICAID-BASED SYSTEM REFORMS
Medicaid reforms are critical to state efforts to improve the
delivery of care, but there are programmatic challenges and
structural barriers that influence the ability of a state to fully
realize system reforms through Medicaid. As states design
reform efforts, they must work to counteract or alleviate
these issues, discussed below.

Tenuous provider relationships. Due to the economic
downturn, many states have been forced to make provider
payment cuts, affecting Medicaid’s relationships with providers. With low payment rates, additional paperwork requirements, and a provider workforce shortage across the
country, providers lack incentives to partner with the Medicaid program. However, without buy-in from these stakeholders, it will be difficult to enact the reforms necessary for
system improvements. States will need to remain cognizant
of the tension between Medicaid programs and
providers as they move forward.238

Medicaid is currently a limited payer in many service areas. To have a market force and sufficient purchasing power,
Medicaid will likely need to partner with Medicare, state
employee health programs, or other private payers to broadly influence payment policies and enact broad delivery sysFIGURE 14: Medicaid Spending Over Time
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Limitations on flexibility. Presently, to make
substantial changes in a state’s Medicaid program, the state must undergo a time-consuming
and sometimes onerous waiver process with the
federal government. Approval for changes to the
program and negotiations with CMS often take
months, if not years, and waivers must be budget neutral for waivers to be allowed. Without
flexibility to enact changes in a more expedited
fashion, Medicaid programs are at a disadvan-

tage compared to other payers in terms of reforming their
delivery systems. The health care reform law has lessened
the burden on states in some areas, but obtaining waiver approval for programmatic changes will continue to restrict
reform progress.

financial arrangements with providers and managed care
organizations to enhance data collection and quality improvement initiatives. States have the opportunity to collect
quality measures and outcome benchmarks to manage and
measure outcomes, providers, and service utilization.

Managed care limitations. More than 70 percent of Medicaid beneficiaries are enrolled in managed care, with the
bulk of this population comprised of healthy children, their
parents, and pregnant women.239 Medicaid has the potential
to reduce expenditures for enrollees by incorporating delivery systems initiatives into managed care contracts, but
the greatest impact comes from including high cost populations, who have a higher utilization of services, into managed care plans. States will need to better integrate the tools
and programs currently available to maximize cost savings
from managed care plans.

Considerations for Quality Improvement Initiatives
Much of states’ current data analysis depends on claims
data, as opposed to clinical data, which would provide a
more comprehensive and accurate assessment of enrollees’
health. Data analysis must be improved to effectively use
quality improvement initiatives. Furthermore, states will
need to continue to find ways to contribute Medicaid data
to broader, multi-payer initiatives, such as contributing to
current health information technology (HIT) efforts.
Existing Medicaid managed care contracts must also be
evaluated for their capacity to contribute to quality efforts,
and as Medicaid expansions move forward under the new
federal law, these efforts must be incorporated into any new
payment and managed care arrangements.

OPTIONS FOR MEDICAID INVOLVEMENT IN
SYSTEMS REFORMS
The previous four chapters of this report laid out extensive
opportunities for states to drive delivery reforms and efficiency improvements. Medicaid can contribute to these in
the following key ways:

Quality Data Collection in Medicaid
As a first step in quality improvement, states must have information on the quality of services in the Medicaid program. Data collection can be required of Medicaid providers
through both the fee-for-service and managed care programs, but states should ensure that these efforts are not
excessively burdensome on providers. Using standardized
measures and working with other payers to require similar
types of reporting will result in greater provider buy-in.
States can utilize data reporting through traditional commercial managed care reporting. Forty-five state Medicaid
managed care programs have instituted health care quality
measurements, with most using Healthcare Effectiveness
Data and Information Set (HEDIS ®) or similar measures in
managed care organizations.240 Thirty-nine states assess
consumer experiences and perceptions of quality, and more
than half of states have public reporting for health plan performance.241
The emerging health information technology efforts will
help states develop richer quality data collection efforts at
the provider level. Through Medicaid, states will be promoting electronic health record adoption and “meaningful
use” of health IT, which will include a number of quality
indicators as a requirement for health IT incentive payments. States can consider how to use this new data tool to

• Quality improvement initiatives can draw on available Medicaid data to allow the program to measure
and improve upon provider performance and patient
satisfaction.
• Care coordination and disease management programs
in Medicaid can help reduce fragmented care and improve health outcomes of beneficiaries.
• Primary care and prevention improvements in Medicaid can aid beneficiaries in obtaining needed, early services from lower cost settings to improve overall health.
• New payment policies in Medicaid to pay for quality; coordinated care can increase accountability and add value
to the delivery system.

MEDICAID AND QUALITY IMPROVEMENT
As a public program, states have considerable access to data
on beneficiaries and the services they receive. Improving the
quality of care delivered in Medicaid is important for states
as they work to decrease costs and improve health outcomes
for enrollees. The Medicaid program also can leverage its
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For example, states can require hospitals to have quality improvement programs in place to be eligible for Medicaid reimbursement. However, if these conditions are too onerous,
provider access challenges can be inflamed for beneficiaries.

collect more comprehensive quality clinical outcome data,
rather than depending on claims data.

Quality Improvement Opportunities
Medicaid programs can use data collection to help identify
opportunities for more effective and coordinated care and
consider unmet beneficiary needs. Medicaid-based analytics and data sharing can indicate gaps in access, ensure appropriate service delivery, and improve quality. Examples of
such initiatives are discussed below.

MEDICAID AND COORDINATED CARE
Care coordination and disease management programs have
the potential to greatly reduce the costs of delivering care
as well as improve health outcomes for the Medicaid population by decreasing duplication of services and providing
additional support for enrollees. More enrollees in Medicaid have chronic conditions and complex care needs than in
the general population, making these initiatives critical for
achieving program improvements.

E-prescribing. E-prescribing is the process for electronic
transfer and management of prescriptions among providers, pharmacies, and beneficiaries. As a quality tool, eprescribing can assist Medicaid in supporting medication
compliance, identifying provider efficiencies, and avoiding
drug-to-drug interactions. E-prescribing is most effective
when providers can access beneficiaries’ medication history,
coverage information, and other relevant data. Thirty states
have active Medicaid e-prescribing efforts that aim to improve the safety and efficiency of health care.242

Considerations for Care Coordination Programs
Depending on the specific goals of the initiative, a state
should identify the target population, where the reform initiative should take place geographically (for pilot programs),
and which patient conditions or diseases within the affected
population will be targeted for improvement. For example,
a state may want to implement a program for dual eligibles
with multiple chronic conditions that provides coordinated
care for disease-specific services and create benchmarks for
tracking progress in health status.
Medicaid programs should also consider partnering with
other stakeholders. Public-private partnerships and multipayer initiatives can further extend their leverage in creating
programs, expanding purchasing power, and gaining additional resources and expertise in certain areas. Partnering
with other payers may help to broaden the scope of the initiatives and also incentivize—financially and through infrastructure support—providers to participate.
States should also consider the adoption of health information technology as an integral tool to further link medical
information for better coordinated care. Health information
technology offers a range of options for improving care coordination, from adoption of e-prescribing programs, to improvement of drug regimen compliance, to more broad scale
implementation of electronic health records for provider-toprovider information sharing.

All-payer databases. These databases have participation
from all the payers in a state—pooling data from commercial,
Medicaid, and eventually, Medicare—making it a critical tool
for transparency and value of health care services. Being
able to compare prices across payers allows Medicaid to be
more competitive in its pricing. If quality data is tied to the
all-payer database, there is a greater ability to compare quality and pricing data simultaneously. Specifically, using and
standardizing information allows for comparisons of price
and quality data for particular conditions, provider-level
medical errors, and disease-specific outcome measures.
Contracting for quality. Given that nearly three-quarters of
Medicaid beneficiaries are enrolled in managed care plans,
states can improve the delivery of care by requiring quality
measurement and outcome reporting in their managed care
contracts. These contracts can be a critical vehicle for enhancing data reporting and driving system improvements.
For example, state Medicaid programs can use the contract
requirements to ensure that e-prescribing, medical homes
initiatives, or other quality improvement efforts are part of
the Medicaid contract.

Specific Programs for Care Coordination in Medicaid
The health care reform law provides for Medicare- and
Medicaid-based coordination efforts through pilot medical homes and dual-eligibles programs to ensure more co-

This type of assurance effort is more challenging in the
fee-for-service areas of Medicaid, but could be done as
“conditions of participation” requirements for providers.
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ordinated care. This includes the formation of a new office
at HHS for dual eligibles innovation, which will provide for
greater communication and better delivery of care by the
two programs.

Duals coordination. Another form of care coordination involves integration of care for dual eligibles who receive care
from both Medicare and Medicaid. The nearly 9 million dual
eligibles represent half of all Medicaid expenditures and a
quarter of Medicare spending.246 Managing the health of
this population is extremely important to controlling overall Medicaid spending. As baby boomers age and there is an
increase in dual eligibles entering the system, these issues
become increasingly critical.
Care for these individuals is split between the two programs, and Medicare and Medicaid operate differently,
which often hinders coordination of care for this population. Coordinating these two payers and the services delivered will help to ensure that appropriate, timely and efficient care is delivered. There are some models that have
proven successful in managing care for dual eligibles involving Medicaid and Medicare. These programs offer states the
opportunity to better manage chronic conditions and the
Medicaid costs associated with them. Some of these initiatives are explained in the text box on the following page.

Medical homes. Medical homes allow patients to receive
comprehensive care from multiple providers with a case
manager facilitating and coordinating services. More than
half of states have implemented medical homes programs in
their Medicaid populations.243 Because of the sizeable portion of high-risk, high-cost beneficiaries, Medicaid serves as
a good foundation for medical homes.
Payment. Medical homes programs can involve a managed care network with Medicaid paying providers a capitated payment per member per month, often as a form of
primary care case management. Other Medicaid medical
homes programs maintain a fee-for-service payment system,
with enhanced payments for case management or incorporate bonus payments for reporting data and reaching benchmarks. While these options may cost states more money in
the short term, they have the potential to improve the quality
and coordination of care for the targeted population, which
would likely save money in the long run.
Program Design. States have options when deciding who
should participate in medical homes. High-cost individuals
whose chronic conditions can be maintained with regular
health interventions are ideal candidates for medical homes.
Successful examples include designing medical homes programs for individuals with diabetes, asthma, or two or more
chronic conditions.244 Better managing this population may
yield greater results in improved health and reduced costs
for these populations.
For example, New Hampshire developed a pilot program
leading with the private payers, and involving providers and
subject experts for medical homes for adults. The medical
home model in New Hampshire emphasizes care coordination by providing personalized primary, preventive, and
chronic condition care, relying on electronic health records
to prevent and manage chronic diseases for their targeted
population; it includes convenience features such as sameday scheduling and secure e-mail communications.245
For healthier Medicaid beneficiaries, mandating medical
homes may not be cost-effective due to the limited doctors’
visits needed and additional costs associated with paying for
case management.
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MEDICAID AND PRIMARY CARE AND PREVENTION
Medicaid enrollees are more likely to have chronic conditions and have poorer health outcomes, making them an
ideal population for enhanced prevention and primary care
services.247 The new federal health reform law invests heavily in prevention and primary care services through Medicaid coverage of smoking cessation treatments, creation of a
new prevention trust fund to finance proven prevention, and
wellness and public health activities in communities across
the nation.

Considerations in Primary Care and Prevention
Improvements
When expanding on primary care and prevention services,
it is important for states to consider the unintended consequences of such initiatives. Longer-term savings and improved outcomes need to be weighed against the cost of the
programs.
For instance, many new Medicaid beneficiaries previously lacked insurance coverage, made fewer doctors’ visits, and
had unaddressed chronic health conditions. As a result,
upon enrollment in Medicaid, primary care providers are responsible for treating patients that may have accumulated
years of pent-up demand for their care.
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enrollees cycle in and out of Medicaid coverage due to income fluctuations or other insurance opportunities.

The Center for Health Care Strategies (CHCS) is a leader
in improving health care quality and outcomes for Medicaid’s high-cost, high-needs populations. They encourage
integrated, cost-effective strategies, and encourage Medicare and Medicaid to work together to reduce duplicative
care and inefficiencies.
Through their work with states, CHCS has identified
four main approaches for integrating care for dual eligibles, all of which promote greater coordination, sharing
of information and integrating funding for this population:

Specific Primary Care and Prevention Opportunities
States have a variety of options for improving primary care
and prevention in their Medicaid programs. Reforms can
span from broadening the traditional view of who can provide services and where they should be provided, to operating in a proactive environment and investing in consumer
engagement.
Expanding the scope of practice. States can expand the
scope of practice of Medicaid providers to compensate for
workforce shortages. Examples include allowing nurse
practitioners to conduct physical examinations or dental
technicians to perform basic dental services. Allowing these
and other medical professionals that may have less training,
but are certified to perform basic tasks (i.e., dental hygienists) to be reimbursed for services, has the potential to greatly expand the workforce of available providers, as well as to
lower reimbursement rates.

Special Needs Plans (SNPs) and Programs for All-Inclusive
Care for the Elderly (PACE) programs rely on Medicaid to
partner with Medicare to streamline services and funding
streams to deliver one set of benefits with one network
of providers for beneficiaries. For example, New Mexico
provides Medicare and Medicaid acute and long-term
care benefits statewide in a mandatory program for dual
eligibles.
Shared savings models have the potential to eliminate
cost shifting between Medicare and Medicaid and allow
for both programs to save.

Expanding delivery options. Many Medicaid patients seek
health care services in non-traditional settings. This population tends to rely on clinics, health centers, urgent care centers, and the emergency room for its health care needs.249
By broadening the delivery setting options, the program can
make it easier for targeted populations to receive care in
such places as schools and mobile units.
A growing trend to meet the demand for basic primary
care services also includes establishing clinics in popular retail locations (i.e. Wal-Mart, CVS).250 There is the potential
for retail clinics to provide an alternative source of primary
care that may prevent costly emergency care visits. However,
when using retail clinics, it is important to caution that there
is not a continuum of care and no follow-up services provided, nor is there access to specialists for more severe illnesses.
Medicaid would have to work to ensure the appropriate patient care information can be exchanged with a clinic.

Dual demonstration programs enables Medicaid to further leverage SNP and PACE programs by assuming full risk
for delivering Medicare benefits to enrollees, resulting in
a complete integration of the two programs’ services and
funding streams and delivery of coordinated care.
For more information, visit www.chcs.org.

Furthermore, when the Medicaid expansion begins in
2014, new enrollees will gain access to primary care services.
However, a primary care provider shortage exists across the
country, especially in rural areas.248 The provider shortage in
Medicaid is further exacerbated due to increasing overhead
costs and lower Medicaid reimbursement rates. The new
health reform law addresses the primary care workforce
shortage in part by increasing Medicaid reimbursement
rates for primary care and preventive services, but federal
support for the additional payments ends after two years.
Additionally, states should consider the implications of
churning in Medicaid. Long-term prevention strategies that
rely on continued enrollment in the program are inhibited as

Provider reimbursement rates. Primary care physicians
can be incentivized to deliver comprehensive services to the
Medicaid population if their reimbursement rates are based
on quality and outcomes measures. For example, physicians
can be reimbursed for educating their patients about chronic conditions and how to avoid hospitalizations (i.e., proper
asthma care), or for conducting preliminary oral screenings
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directory of all primary care physicians in their area. Beneficiaries are more likely to rely on these providers than the
hospital emergency department to obtain care.
Increasing copayments for non-emergency ER usage.
States can discourage ER usage by increasing copayment
charges for non-emergent care provided in the emergency
department. Research has shown that increased cost sharing leads to decreased utilization of services.253 Many states
have implemented Medicaid co-pays for non-emergency
care in an attempt to manage costs in the program.

MEDICAID AND PAYMENT REFORM
After years of paying providers on a fee-for-service basis,
states have begun to experiment with alternative models for
payment. States have the opportunity to reform the way providers are paid and the quality and effectiveness of services
provided. The health reform law includes pilots for alternative payment methods across a variety of options. As the
Medicaid expansion begins and an influx of new enrollees
enters the program, it will be important for states to adopt
innovative payment models to provide more efficient and
cost-effective care.

to identify dental caries, both of which save states money in
the long run due to early identification of problems.
Prevention programs. The Medicaid population is more
likely to have preventable conditions such as obesity, smoking, and asthma, as compared with the non-Medicaid population. Medicaid expenditures attributable to smoking total
$22 billion annually and make up 11 percent of all Medicaid
costs.251 States have been trying to address these issues by
developing innovative programs and working with providers, public health officials, and beneficiaries to decrease the
rates of these conditions and manage the costs of care. For
example, a smoking cessation program for Medicaid beneficiaries in Massachusetts provided beneficiaries with
six months of anti-smoking drugs with low copayments, 16
counseling sessions, and no prior authorization for these
services. There was a 10 percent decline in smoking among
beneficiaries (with no change among non-Medicaid recipients) and improved health outcomes after two years.252

Payment Reform Considerations
Before implementing payment reforms in Medicaid, states
need to have discussions with key stakeholders to get their
buy-in. State Medicaid programs should work with provider
groups, including providers, hospitals, and clinics, from the
initial planning stages through implementation to develop
and gain support for payment reforms. States must also work
throughout the process with the U.S. Department of Health
and Human Services to ensure the efforts have their support
to ensure Medicaid program changes can be granted.
Additionally, many payment efforts are likely to be more
effective when partnering with other health care payers.
Payers participating in these efforts will have to agree on a
standard set of measures and outcomes for reimbursing providers. A broad range of payers will encourage more providers to join payment reform efforts.

Consumer education. To successfully integrate prevention
and primary care initiatives into Medicaid, it will be vital
to get enrollee buy-in to using the program and services
wisely. This includes providing the proper care and support
for specific diseases, such as nurse hotlines and incentives
for consumers meeting goals. Because much of the management and prevention of chronic diseases occurs outside of a
doctor’s office, it is important for Medicaid enrollees to feel
invested and engaged in their personal health outcomes.

Specific Payment Reform Opportunities
Non-reimbursement for never events. Many Medicaid programs have followed Medicare’s lead in reducing or eliminating payment for preventable illnesses or infections occurring in the hospital that were caused by medical errors.254

Provider directories. Another option is to work with beneficiaries to educate them about Medicaid providers. Some
states have distributed Medicaid beneficiaries a provider
82 | State Roles in Delivery System Reform
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States have been working closely with their state hospital
associations to reach agreement on lower or non-payment
for preventable occurrences, or “never events.”

ulation that makes it difficult to estimate costs for procedures.
Global payment. Global payments, set on a patient basis, are
intended to cover the cost of all care for a beneficiary on a
risk-adjusted basis. Global payments for Medicaid have the
benefit of coordinating payment of providers and care across
acute, long-term care services and other providers. States
can set up global payments for all services, or apply global
payments to specific services, such as pre-natal care and delivery. Global payments also have the advantage of predictability of costs and better allocation of services delivered,
therefore limiting duplication and unnecessary care.
Accountable care organizations (ACOs) can be developed
in Medicaid as a global payment arrangement based on the
total cost of care for a population of patients. ACOs can be
created either within Medicaid or in partnership with other
health care payers.
States should consider the capacity and ability of providers—including community health centers—to accept global
payments. They should also take into account the services
that must be delivered. And because global payment models
work most effectively in a managed care setting, it is important to have a large managed care presence in a state for this
model to work.

Pay-for-performance (P4P). P4P initiatives enable states
to pay Medicaid providers an incentive bonus for delivering
higher quality care defined by specific measures. States can
pay bonuses based on setting standards for improvement
for a specific period of time, or for payments delivered for
specific benchmarks of care, or for some combination of the
two. States should determine what their data and evaluation
needs are and what additional measures need to be put into
place to move toward improving the overall care delivered.
More than three-quarters of states have implemented
some form of pay-for-performance in their Medicaid programs.255 While some states have developed broader all-payer initiatives (i.e., Oregon’s Health Care Quality Cooperation), others have focused mainly within Medicaid on their
primary care case management programs.256
Group purchasing programs. States can create or join a
group purchasing program as a means of leveraging purchasing power to contain Medicaid costs. Group purchasing
programs enable members to save money by reducing the
costs of services bought in bulk amounts, such as prescription drugs or durable medical equipment. States can develop these partnerships with other state Medicaid programs
or other state health insurance programs. Michigan started
the largest Medicaid prescription drug group purchasing
program with two other states in 2003, and the program has
since expanded to 12 states and resulted in millions of dollars in savings for each state.257

CONCLUSION
As states move forward in enacting delivery system reforms,
Medicaid must be a part of the state strategy and contribute
to the state’s vision—either through a Medicaid-led reform
or as a partner in a multi-stakeholder initiative. Given the
complexity, expense, and far-reaching impact of Medicaid,
it will be vital to reform the way care is delivered in the program to ensure a healthy and sustainable health care system.
Beyond the widespread workforce shortage and rising
costs of health care affecting all payers, states should remain
cognizant of Medicaid-specific challenges when enacting
delivery system reforms, including budgetary constraints,
outdated technological capabilities, limited flexibility to
change, and tenuous provider relationships.
Despite these challenges, using Medicaid as a lever for
enacting delivery system reforms presents states with the
opportunity to: improve the quality of care and health outcomes of beneficiaries; eliminate inefficiencies; and decrease
the costs of health care services.

Bundled services and payments. Bundling services combines Medicaid payments for all providers for a specific procedure, such as an inpatient hip replacement surgery with
rehabilitative outpatient care. Bundling has the ability to
improve the transparency of care (because the total price of
a service is defined) and to reduce duplication of services.
Medicaid can share the savings from bundled payments—
the state and the providers split the savings accrued from
improved care.
However, bundling payments may prove difficult to implement due to the lack of experience and provider buy-in.
In addition, extending bundled payment procedures to the
special needs population may be difficult. There are often
several additional needs and risks associated with this pop-
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Conclusion

G

overnors are uniquely positioned to shape health care delivery
system improvements in their states, particularly alongside imple-

mentation of the federal health care reform law. Governors with a vision and clear goals for achieving high-quality, cost-effective health care
should use the full array of tools and options available to them to identify
and respond to critical opportunities to improve the system.
Moving forward, states will need to think strategically about integrating delivery system changes into their health reform implementation
plan. Governors should ensure that delivery systems experts are included
in the state health reform leadership team to encourage a coordinated approach to reforms. Private-sector stakeholders will also need to be engaged in planning discussions to ensure that the efforts of payers, providers, and others are synchronized with the overall reform strategy.
As governors consider their options for implementing health reforms,
they should utilize their internal expertise and external partnerships to
form a more integrated and cost-effective system. States should analyze
and assess their current initiatives to see how those can serve as a foundation for reducing excess spending and duplication of personnel. They can
also use these assessments to identify funding gaps that may be filled by
federal grant opportunities.
Through the implementation of both federally initiated and state-led
reforms, governors have the opportunity to lead in the national effort to
build a high-performing health care system that improves the quality of
life for all Americans.
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*%d[i]ZidiVaegZb^jbXdhidg*%d[VWZcX]bVg`egZb^jb#I]Z[jaaXgZY^il^aaWZVkV^aVWaZid
ZbeadnZghl^i]&%dg[ZlZgZbeadnZZhVcYVkZgV\ZVccjValV\Zhd[aZhhi]Vc'*!%%%#I]ZXgZY^i
e]VhZh"djiVhÒgbh^oZVcYVkZgV\ZlV\Z^cXgZVhZh#IVm"ZmZbeihbVaaWjh^cZhhZhbZZi^c\i]ZhZ
gZfj^gZbZcihVgZZa^\^WaZ[dgiVmXgZY^ihd[jeid'*d[i]ZZbeadnZgÉhXdcig^Wji^dcidlVgYi]Z
ZbeadnZZÉh]ZVai]^chjgVcXZegZb^jb#
ÄE]VhZ>>/;dgiVmnZVgh'%&)VcYaViZg![dgZa^\^WaZhbVaaWjh^cZhhZhi]ViejgX]VhZXdkZgV\Zi]gdj\]
i]ZhiViZ:mX]Vc\Z!egdk^YZViVmXgZY^id[jeid*%d[i]ZZbeadnZgÉhXdcig^Wji^dcidlVgYi]Z
ZbeadnZZÉh]ZVai]^chjgVcXZegZb^jb^[i]ZZbeadnZgXdcig^WjiZhViaZVhi*%d[i]ZidiVaegZb^jb
Xdhi#I]ZXgZY^il^aaWZVkV^aVWaZ[dgildnZVgh#I]Z[jaaXgZY^il^aaWZVkV^aVWaZidZbeadnZghl^i]&%dg
[ZlZgZbeadnZZhVcYVkZgV\ZVccjValV\Zhd[aZhhi]Vc'*!%%%#I]ZXgZY^ie]VhZh"djiVhÒgbh^oZ
VcYVkZgV\ZlV\Z^cXgZVhZh#IVm"ZmZbeihbVaaWjh^cZhhZhbZZi^c\i]ZhZgZfj^gZbZcihVgZZa^\^WaZ
[dgiVmXgZY^ihd[jeid(*d[i]ZZbeadnZgÉhXdcig^Wji^dcidlVgYi]ZZbeadnZZÉh]ZVai]^chjgVcXZ
egZb^jb#

GZ^chjgVcXZegd\gVb

8gZViZViZbedgVgngZ^chjgVcXZegd\gVb[dgZbeadnZghegdk^Y^c\]ZVai]^chjgVcXZXdkZgV\ZidgZi^gZZh
dkZgV\Z**l]dVgZcdiZa^\^WaZ[dgBZY^XVgZ#Egd\gVbl^aagZ^bWjghZZbeadnZghdg^chjgZgh[dg-%
d[gZi^gZZXaV^bhWZilZZc&*!%%%VcY.%!%%%#EVnbZcih[gdbi]ZgZ^chjgVcXZegd\gVbl^aaWZjhZY
idadlZgi]ZXdhih[dgZcgdaaZZh^ci]ZZbeadnZgeaVc#6eegdeg^ViZ*W^aa^dcidÒcVcXZi]Zegd\gVb#
:[[ZXi^kZ.%YVnh[daadl^c\ZcVXibZcii]gdj\]?VcjVgn&!'%&)

I6M8=6C<:HG:A6I:9ID=:6AI=>CHJG6C8:DG;>C6C8>C<=:6AI=G:;DGB
IVmX]Vc\ZhgZaViZY
id]ZVai]^chjgVcXZ

>bedhZViVmdc^cY^k^YjVahl^i]djifjVa^[n^c\XdkZgV\Zd[i]Z\gZViZgd[+.*eZgnZVgjeidVbVm^bjb
d[i]gZZi^bZhi]ViVbdjcidg'#*d[]djhZ]daY^cXdbZidWZe]VhZY"^cWZ\^cc^c\^c'%&)#
:mXajYZi]ZXdhih[dgdkZg"i]Z"XdjciZgYgj\hcdiegZhXg^WZYWnVYdXidg[gdbWZ^c\gZ^bWjghZYi]gdj\]
Vc=G6dg]ZVai];H6VcY[gdbWZ^c\gZ^bWjghZYdcViVm"[gZZWVh^hi]gdj\]Vc=H6dg6gX]ZgBZY^XVa
HVk^c\h6XXdjci#:[[ZXi^kZ?VcjVgn&!'%&&
>cXgZVhZi]ZiVmdcY^hig^Wji^dch[gdbV]ZVai]hVk^c\hVXXdjcidgVc6gX]ZgBH6i]ViVgZcdijhZY[dg
fjVa^ÒZYbZY^XVaZmeZchZhid'%[gdb&%[dg=H6hVcY[gdb&*[dg6gX]ZgBH6hd[i]ZY^hWjghZY
Vbdjci#:[[ZXi^kZ?VcjVgn&!'%&&
A^b^ii]ZVbdjcid[Xdcig^Wji^dchidVÓZm^WaZheZcY^c\VXXdjci[dgbZY^XVaZmeZchZhid'!*%%eZgnZVg
^cXgZVhZYVccjVaanWni]ZXdhid[a^k^c\VY_jhibZci#:[[ZXi^kZ?VcjVgn&!'%&(
>cXgZVhZi]Zi]gZh]daY[dgi]Z^iZb^oZYYZYjXi^dc[dgjcgZ^bWjghZYbZY^XVaZmeZchZh[gdb,#*d[
VY_jhiZY\gdhh^cXdbZid&%d[VY_jhiZY\gdhh^cXdbZ[dggZ\jaVgiVmejgedhZh0lV^kZi]Z^cXgZVhZ[dg
^cY^k^YjVahV\Z+*VcYdaYZg[dgiVmnZVgh'%&(i]gdj\]'%&+#:[[ZXi^kZ?VcjVgn&!'%&(
>cXgZVhZi]ZBZY^XVgZEVgi6]dhe^iVa^chjgVcXZiVmgViZdclV\ZhWn%#.[gdb&#)*id'#(*dc
ZVgc^c\hdkZg'%%!%%%[dg^cY^k^YjVaiVmeVnZghVcY'*%!%%%[dgbVgg^ZYXdjeaZhÒa^c\_d^cianVcY^bedhZ
V(#-iVmdcjcZVgcZY^cXdbZ[dg]^\]Zg"^cXdbZiVmeVnZghi]gZh]daYhVgZcdi^cYZmZY#:[[ZXi^kZ
?VcjVgn&!'%&(
 >bedhZVcZmX^hZiVmdc^chjgZghd[ZbeadnZg"hedchdgZY]ZVai]eaVchl^i]V\\gZ\ViZkVajZhi]Vi
ZmXZZY&%!'%%[dg^cY^k^YjVaXdkZgV\ZVcY',!*%%[dg[Vb^anXdkZgV\Zi]ZhZi]gZh]daYkVajZhl^aa
WZ^cYZmZYidi]ZXdchjbZgeg^XZ^cYZm[dgjgWVcXdchjbZgh8E>"J[dgnZVghWZ\^cc^c\^c'%'%#
I]Zi]gZh]daYVbdjcihl^aaWZ^cXgZVhZY[dggZi^gZY^cY^k^YjVahV\Z**VcYdaYZgl]dVgZcdiZa^\^WaZ
[dgBZY^XVgZVcY[dgZbeadnZZhZc\V\ZY^c]^\]"g^h`egd[Zhh^dchWn&!+*%[dg^cY^k^YjVaXdkZgV\Z
VcY(!)*%[dg[Vb^anXdkZgV\Z#I]Zi]gZh]daYVbdjcihbVnWZVY_jhiZYjelVgYh^[]ZVai]XVgZXdhih
g^hZbdgZi]VcZmeZXiZYeg^dgid^beaZbZciVi^dcd[i]ZiVm^c'%&-#I]Zi]gZh]daYVbdjcihl^aaWZ
^cXgZVhZY[dgÒgbhi]VibVn]VkZ]^\]Zg]ZVai]XVgZXdhihWZXVjhZd[i]ZV\Zdg\ZcYZgd[i]Z^g
ldg`Zgh#I]ZiVm^hZfjVaid)%d[i]ZkVajZd[i]ZeaVci]ViZmXZZYhi]Zi]gZh]daYVbdjcihVcY^h
^bedhZYdci]Z^hhjZgd[i]Z]ZVai]^chjgVcXZeda^Xn!l]^X]^ci]ZXVhZd[VhZa["^chjgZYeaVc^hi]Z
eaVcVYb^c^higVidgdg!^chdbZXVhZh!i]ZZbeadnZg#I]ZV\\gZ\ViZkVajZd[i]Z]ZVai]^chjgVcXZeaVc
^cXajYZhgZ^bWjghZbZcihjcYZgVÓZm^WaZheZcY^c\VXXdjci[dgbZY^XVaZmeZchZh]ZVai];H6dg
]ZVai]gZ^bWjghZbZciVggVc\ZbZci=G6!ZbeadnZgXdcig^Wji^dchidV]ZVai]hVk^c\hVXXdjci=H6!
VcYXdkZgV\Z[dghjeeaZbZciVgn]ZVai]^chjgVcXZXdkZgV\Z!ZmXajY^c\YZciVaVcYk^h^dcXdkZgV\Z#
:[[ZXi^kZ?VcjVgn&!'%&-
 :a^b^cViZi]ZiVmYZYjXi^dc[dgZbeadnZghl]dgZXZ^kZBZY^XVgZEVgi9gZi^gZZYgj\hjWh^YneVnbZcih#
:[[ZXi^kZ?VcjVgn&!'%&(
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FWj_[djFhej[Yj_edWdZ7\\ehZWXb[9Wh[7YjF$B$'''#'*.
I6M8=6C<:HG:A6I:9ID=:6AI=>CHJG6C8:DG;>C6C8>C<=:6AI=G:;DGBXdci^cjZY
IVmX]Vc\ZhgZaViZY
idÒcVcX^c\]ZVai]
gZ[dgb

>bedhZcZlVccjVa[ZZhdci]Ze]VgbVXZji^XVabVcj[VXijg^c\hZXidg!VXXdgY^c\idi]Z[daadl^c\
hX]ZYjaZ/
Ä'#-W^aa^dc^c'%&'"'%&(0
Ä(#%W^aa^dc^c'%&)"'%&+0
Ä)#%W^aa^dc^c'%&,0
Ä)#&W^aa^dc^c'%&-0VcY
Ä'#-W^aa^dc^c'%&.VcYaViZg#
>bedhZVcVccjVa[ZZdci]Z]ZVai]^chjgVcXZhZXidg!VXXdgY^c\idi]Z[daadl^c\hX]ZYjaZ/
Ä-W^aa^dc^c'%&)0
Ä&&#(W^aa^dc^c'%&*"'%&+0
Ä&(#.W^aa^dc^c'%&,0
Ä&)#(W^aa^dc^c'%&Ä;dghjWhZfjZcinZVgh!i]Z[ZZh]VaaWZi]ZVbdjci[gdbi]ZegZk^djhnZVg^cXgZVhZYWni]ZgViZd[
egZb^jb\gdli]#
 ;dgcdc"egdÒi^chjgZgh!dcan*%d[cZiegZb^jbhVgZiV`Zc^cidVXXdjci^cXVaXjaVi^c\i]Z[ZZ#
:mZbei^dch\gVciZY[dgcdc"egdÒieaVchi]VigZXZ^kZbdgZi]Vc-%d[i]Z^g^cXdbZ[gdb\dkZgcbZci
egd\gVbhiVg\Zi^c\adl"^cXdbZdgZaYZganedejaVi^dch!dgeZdeaZl^i]Y^hVW^a^i^Zh!VcYkdajciVgn
ZbeadnZZhÉWZcZÒX^VgnVhhdX^Vi^dchK:76hcdiZhiVWa^h]ZYWnVcZbeadnZg#:[[ZXi^kZ?VcjVgn&!'%&)
>bedhZVcZmX^hZiVmd['#(dci]ZhVaZd[VcniVmVWaZbZY^XVaYZk^XZ#:[[ZXi^kZ[dghVaZhV[iZg
9ZXZbWZg(&!'%&'
A^b^ii]ZYZYjXi^W^a^ind[ZmZXji^kZVcYZbeadnZZXdbeZchVi^dcid*%%!%%%eZgVeea^XVWaZ^cY^k^YjVa[dg
]ZVai]^chjgVcXZegdk^YZgh#:[[ZXi^kZ?VcjVgn&!'%%.
>bedhZViVmd[&%dci]ZVbdjcieV^Y[dg^cYddgiVcc^c\hZgk^XZh#:[[ZXi^kZ?jan&!'%&%
:mXajYZjcegdXZhhZY[jZah[gdbi]ZYZÒc^i^dcd[XZaajadh^XW^d[jZa[dgejgedhZhd[Veean^c\i]ZXZaajadh^X
W^d[jZaegdYjXZgXgZY^i#:[[ZXi^kZ?VcjVgn&!'%&%
8aVg^[nVeea^XVi^dcd[i]ZZXdcdb^XhjWhiVcXZYdXig^cZVcY^cXgZVhZeZcVai^Zh[dgjcYZgeVnbZcih
Viig^WjiVWaZidVigVchVXi^dcaVX`^c\ZXdcdb^XhjWhiVcXZ#:[[ZXi^kZjedcZcVXibZci

=:6AI=>CHJG6C8::M8=6C<:H
8gZVi^dcVcYhigjXijgZ
d[]ZVai]^chjgVcXZ
ZmX]Vc\Zh

8gZViZhiViZ"WVhZY6bZg^XVc=ZVai]7ZcZÒi:mX]Vc\ZhVcYHbVaa7jh^cZhh=ZVai]Dei^dchEgd\gVb
H=DE:mX]Vc\Zh!VYb^c^hiZgZYWnV\dkZgcbZciVaV\ZcXndgcdc"egdÒidg\Vc^oVi^dc!i]gdj\]l]^X]
^cY^k^YjVahVcYhbVaaWjh^cZhhZhl^i]jeid&%%ZbeadnZZhXVcejgX]VhZfjVa^ÒZYXdkZgV\Z#EZgb^i
hiViZhidVaadlWjh^cZhhZhl^i]bdgZi]Vc&%%ZbeadnZZhidejgX]VhZXdkZgV\Z^ci]ZH=DE:mX]Vc\Z
WZ\^cc^c\^c'%&,#HiViZhbVn[dgbgZ\^dcVa:mX]Vc\ZhdgVaadlbdgZi]VcdcZ:mX]Vc\ZiddeZgViZ
^cVhiViZVhadc\VhZVX]:mX]Vc\ZhZgkZhVY^hi^cXi\Zd\gVe]^XVgZV#;jcY^c\VkV^aVWaZidhiViZhid
ZhiVWa^h]:mX]Vc\Zhl^i]^cdcZnZVgd[ZcVXibZciVcYjci^a?VcjVgn&!'%&*

:a^\^W^a^inidejgX]VhZ
^ci]ZZmX]Vc\Zh

GZhig^XiVXXZhhidXdkZgV\Zi]gdj\]i]Z:mX]Vc\ZhidJ#H#X^i^oZchVcYaZ\Va^bb^\gVcihl]dVgZcdi
^cXVgXZgViZY#

EjWa^XeaVcdei^dc

GZfj^gZi]ZD[ÒXZd[EZghdccZaBVcV\ZbZciidXdcigVXil^i]^chjgZghidd[[ZgViaZVhiildbjai^"hiViZ
eaVch^cZVX]:mX]Vc\Z#6iaZVhidcZeaVcbjhiWZd[[ZgZYWnVcdc"egdÒiZci^inVcYViaZVhidcZeaVcbjhi
cdiegdk^YZXdkZgV\Z[dgVWdgi^dchWZndcYi]dhZeZgb^iiZYWn[ZYZgVaaVl#:VX]bjai^"hiViZeaVcbjhiWZ
a^XZchZY^cZVX]hiViZVcYbjhibZZii]ZfjVa^ÒXVi^dchd[VfjVa^ÒZY]ZVai]eaVc#>[VhiViZ]VhadlZgV\Z
gVi^c\gZfj^gZbZcihi]Vc(/&!i]ZhiViZbVngZfj^gZbjai^"hiViZeaVchidbZZii]ZbdgZegdiZXi^kZV\Z
gVi^c\gjaZh#I]ZhZbjai^"hiViZeaVchl^aaWZd[[ZgZYhZeVgViZan[gdbi]Z;ZYZgVa:beadnZZh=ZVai]7ZcZÒi
Egd\gVbVcYl^aa]VkZVhZeVgViZg^h`edda#

8dchjbZgDeZgViZY
VcYDg^ZciZYEaVc
8D"DE

8gZViZi]Z8dchjbZgDeZgViZYVcYDg^ZciZYEaVc8D"DEegd\gVbid[dhiZgi]ZXgZVi^dcd[cdc"egdÒi!
bZbWZg"gjc]ZVai]^chjgVcXZXdbeVc^Zh^cVaa*%hiViZhVcY9^hig^Xid[8dajbW^Vidd[[ZgfjVa^ÒZY
]ZVai]eaVch#IdWZZa^\^WaZidgZXZ^kZ[jcYh!Vcdg\Vc^oVi^dcbjhicdiWZVcZm^hi^c\]ZVai]^chjgZgdg
hedchdgZYWnVhiViZdgadXVa\dkZgcbZci!hjWhiVci^VaanVaad[^ihVXi^k^i^ZhbjhiXdch^hid[i]Z^hhjVcXZ
d[fjVa^ÒZY]ZVai]WZcZÒieaVch^cZVX]hiViZ^cl]^X]^i^ha^XZchZY!\dkZgcVcXZd[i]Zdg\Vc^oVi^dcbjhi
WZhjW_ZXiidVbV_dg^inkdiZd[^ihbZbWZgh!bjhideZgViZl^i]Vhigdc\XdchjbZg[dXjh!VcYVcnegdÒih
bjhiWZjhZYidadlZgegZb^jbh!^begdkZWZcZÒih!dg^begdkZi]ZfjVa^ind[]ZVai]XVgZYZa^kZgZYid
^ihbZbWZgh#6eegdeg^ViZ+W^aa^dcidÒcVcXZi]Zegd\gVbVcYVlVgYadVchVcY\gVcihidZhiVWa^h]
8D"DEhWn?jan&!'%&(
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FWj_[djFhej[Yj_edWdZ7\\ehZWXb[9Wh[7YjF$B$'''#'*.
=:6AI=>CHJG6C8::M8=6C<:HXdci^cjZY
7ZcZÒii^Zgh

8gZViZ[djgWZcZÒiXViZ\dg^Zhd[eaVcheajhVhZeVgViZXViVhigde]^XeaVcidWZd[[ZgZYi]gdj\]i]Z
:mX]Vc\Z!VcY^ci]Z^cY^k^YjVaVcYhbVaa\gdjebVg`Zih/
Ä7gdcoZeaVcgZegZhZcihb^c^bjbXgZY^iVWaZXdkZgV\ZVcYegdk^YZhi]ZZhhZci^Va]ZVai]WZcZÒih!XdkZg
+%d[i]ZWZcZÒiXdhihd[i]ZeaVc!l^i]Vcdji"d["edX`Zia^b^iZfjVaidi]Z=ZVai]HVk^c\h6XXdjci
=H6XjggZciaVla^b^i*!.*%[dg^cY^k^YjVahVcY&&!.%%[dg[Vb^a^Zh^c'%&%0
ÄH^akZgeaVcegdk^YZhi]ZZhhZci^Va]ZVai]WZcZÒih!XdkZgh,%d[i]ZWZcZÒiXdhihd[i]ZeaVc!l^i]i]Z
=H6dji"d["edX`Zia^b^ih0
Ä<daYeaVcegdk^YZhi]ZZhhZci^Va]ZVai]WZcZÒih!XdkZgh-%d[i]ZWZcZÒiXdhihd[i]ZeaVc!l^i]i]Z
=H6dji"d["edX`Zia^b^ih0
ÄEaVi^cjbeaVcegdk^YZhi]ZZhhZci^Va]ZVai]WZcZÒih!XdkZgh.%d[i]ZWZcZÒiXdhihd[i]ZeaVc!l^i]
i]Z=H6dji"d["edX`Zia^b^ih0
Ä8ViVhigde]^XeaVcVkV^aVWaZidi]dhZjeidV\Z(%dgidi]dhZl]dVgZZmZbei[gdbi]ZbVcYViZid
ejgX]VhZXdkZgV\ZVcYegdk^YZhXViVhigde]^XXdkZgV\Zdcanl^i]i]ZXdkZgV\ZaZkZahZiVii]Z=H6
XjggZciaVlaZkZahZmXZeii]ViegZkZci^dcWZcZÒihVcYXdkZgV\Z[dgi]gZZeg^bVgnXVgZk^h^ihldjaYWZ
ZmZbei[gdbi]ZYZYjXi^WaZ#I]^heaVc^hdcanVkV^aVWaZ^ci]Z^cY^k^YjVabVg`Zi#
GZYjXZi]Zdji"d["edX`Zia^b^ih[dgi]dhZl^i]^cXdbZhjeid)%%;EAidi]Z[daadl^c\aZkZah/
Ä&%%"'%%;EA/dcZ"i]^gYd[i]Z=H6a^b^ih&!.-($^cY^k^YjVaVcY(!.+,$[Vb^an0
Ä'%%"(%%;EA/dcZ"]Va[d[i]Z=H6a^b^ih'!.,*$^cY^k^YjVaVcY*!.*%$[Vb^an0
Ä(%%")%%;EA/ild"i]^gYhd[i]Z=H6a^b^ih(!.-,$^cY^k^YjVaVcY,!.,($[Vb^an#
I]ZhZdji"d["edX`ZigZYjXi^dchVgZVeea^ZYl^i]^ci]ZVXijVg^Vaa^b^ihd[i]ZeaVcVcYl^aacdi^cXgZVhZ
i]ZVXijVg^VakVajZd[i]ZeaVc#

>chjgVcXZbVg`Zi
VcYgVi^c\gjaZh

GZfj^gZ\jVgVciZZ^hhjZVcYgZcZlVW^a^inVcYVaadlgVi^c\kVg^Vi^dcWVhZYdcandcV\Za^b^iZYid(
id&gVi^d!egZb^jbgVi^c\VgZV![Vb^anXdbedh^i^dc!VcYidWVXXdjhZa^b^iZYid&#*#id&gVi^d^ci]Z
^cY^k^YjVaVcYi]ZhbVaa\gdjebVg`ZiVcYi]Z:mX]Vc\Z#
GZfj^gZg^h`VY_jhibZci^ci]Z^cY^k^YjVaVcYhbVaa\gdjebVg`ZihVcY^ci]Z:mX]Vc\Z#:[[ZXi^kZ
?VcjVgn&!'%&)

FjVa^ÒXVi^dch
d[eVgi^X^eVi^c\
]ZVai]eaVch

GZfj^gZfjVa^ÒZY]ZVai]eaVcheVgi^X^eVi^c\^ci]Z:mX]Vc\ZidbZZibVg`Zi^c\gZfj^gZbZcih!]VkZ
VYZfjViZegdk^YZgcZildg`h!XdcigVXil^i]ZhhZci^VaXdbbjc^inegdk^YZgh!XdcigVXil^i]cVk^\Vidgh
idXdcYjXidjigZVX]VcYZcgdaabZciVhh^hiVcXZ!WZVXXgZY^iZYl^i]gZheZXiideZg[dgbVcXZdcfjVa^in
bZVhjgZh!jhZVjc^[dgbZcgdaabZci[dgbVcYhiVcYVgY[dgbViidegZhZcieaVc^c[dgbVi^dc#
GZfj^gZfjVa^ÒZY]ZVai]eaVchidgZedgi^c[dgbVi^dcdcXaV^bheVnbZcieda^X^Zh!ZcgdaabZci!
Y^hZcgdaabZci!cjbWZgd[XaV^bhYZc^ZY!Xdhi"h]Vg^c\gZfj^gZbZcih!dji"d["cZildg`eda^X^Zh!VcY
ZcgdaaZZg^\]ih^ceaV^caVc\jV\Z#

GZfj^gZbZcih
d[i]ZZmX]Vc\Zh

GZfj^gZi]Z:mX]Vc\ZhidbV^ciV^cVXVaaXZciZg[dgXjhidbZghZgk^XZ!VcYZhiVWa^h]egdXZYjgZh[dg
Zcgdaa^c\^cY^k^YjVahVcYWjh^cZhhZhVcY[dgYZiZgb^c^c\Za^\^W^a^in[dgiVmXgZY^ih#GZfj^gZhiViZhid
YZkZadeVh^c\aZ[dgb[dgVeean^c\[dghiViZ]ZVai]hjWh^Ynegd\gVbhi]ViXVcWZÒaZYdca^cZ!^ceZghdc!
WnbV^adgWne]dcZ#EZgb^i:mX]Vc\ZhidXdcigVXil^i]hiViZBZY^XV^YV\ZcX^ZhidYZiZgb^cZZa^\^W^a^in
[dgiVmXgZY^ih^ci]Z:mX]Vc\Zh#
GZfj^gZ:mX]Vc\ZhidhjWb^iÒcVcX^VagZedgihidi]ZHZXgZiVgnVcYXdbeanl^i]dkZgh^\]i^ckZhi^\Vi^dch
^cXajY^c\V<6DhijYndci]ZdeZgVi^dcVcYVYb^c^higVi^dcd[:mX]Vc\Zh#

7Vh^X]ZVai]eaVc

EZgb^ihiViZhi]Zdei^dcidXgZViZV7Vh^X=ZVai]EaVc[dgjc^chjgZY^cY^k^YjVahl^i]^cXdbZhWZilZZc
&(("'%%;EAl]dldjaYdi]Zgl^hZWZZa^\^WaZidgZXZ^kZegZb^jbhjWh^Y^Zh^ci]Z:mX]Vc\Z#HiViZh
dei^c\idegdk^YZi]^hXdkZgV\Zl^aaXdcigVXil^i]dcZdgbdgZhiVcYVgYeaVchidegdk^YZViaZVhii]Z
ZhhZci^Va]ZVai]WZcZÒihVcYbjhiZchjgZi]ViZa^\^WaZ^cY^k^YjVahYdcdieVnbdgZ^cegZb^jbhi]Vc
i]ZnldjaY]VkZeV^Y^ci]Z:mX]Vc\ZVcYi]Vii]ZXdhi"h]Vg^c\gZfj^gZbZcihYdcdiZmXZZYi]dhZd[
i]ZeaVi^cjbeaVc[dgZcgdaaZZhl^i]^cXdbZaZhhi]Vc&*%;EAdgi]Z\daYeaVc[dgVaadi]ZgZcgdaaZZh#
HiViZhl^aagZXZ^kZ.*d[i]Z[jcYhi]VildjaY]VkZWZZceV^YVh[ZYZgVaegZb^jbVcYXdhi"h]Vg^c\
hjWh^Y^Zh[dgZa^\^WaZ^cY^k^YjVahidZhiVWa^h]i]Z7Vh^X=ZVai]EaVc#>cY^k^YjVahl^i]^cXdbZhWZilZZc
&(("'%%;EA^chiViZhXgZVi^c\7Vh^X=ZVai]EaVchl^aacdiWZZa^\^WaZ[dghjWh^Y^Zh^ci]Z:mX]Vc\Zh#

6Wdgi^dcXdkZgV\Z

EZgb^ihiViZhidegd]^W^ieaVcheVgi^X^eVi^c\^ci]Z:mX]Vc\Z[gdbegdk^Y^c\XdkZgV\Z[dgVWdgi^dch#
GZfj^gZeaVchi]ViX]ddhZidd[[ZgXdkZgV\Z[dgVWdgi^dchWZndcYi]dhZ[dgl]^X][ZYZgVa[jcYhVgZ
eZgb^iiZYidhVkZi]Za^[Zd[i]ZldbVcVcY^cXVhZhd[gVeZdg^cXZhi^chiViZhi]ViVaadlhjX]
XdkZgV\ZidXgZViZVaadXVi^dcVXXdjcih[dghZ\gZ\Vi^c\egZb^jbeVnbZcih[dgXdkZgV\Zd[VWdgi^dc
hZgk^XZh[gdbegZb^jbeVnbZcih[dgXdkZgV\Z[dgVaadi]ZghZgk^XZhidZchjgZi]Vicd[ZYZgVaegZb^jb
dgXdhi"h]Vg^c\hjWh^Y^ZhVgZjhZYideVn[dgi]ZVWdgi^dcXdkZgV\Z#EaVchbjhiVahdZhi^bViZi]Z
VXijVg^VakVajZd[XdkZg^c\VWdgi^dchWniV`^c\^cidVXXdjcii]ZXdhid[i]ZVWdgi^dcWZcZÒikVajZYVicd
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=:6AI=>CHJG6C8::M8=6C<:HXdci^cjZY
6Wdgi^dcXdkZgV\Z
Xdci^cjZY

:[[ZXi^kZYViZh

 aZhhi]Vc&eZgZcgdaaZZeZgbdci]VcYXVccdiiV`Z^cidVXXdjciVcnhVk^c\hi]Vib^\]iWZgZVeZYVh
VgZhjaid[i]ZVWdgi^dch#Egd]^W^ieaVcheVgi^X^eVi^c\^ci]Z:mX]Vc\Zh[gdbY^hXg^b^cVi^c\V\V^chiVcn
egdk^YZgWZXVjhZd[Vcjcl^aa^c\cZhhidegdk^YZ!eVn[dg!egdk^YZXdkZgV\Zd[!dggZ[Zg[dgVWdgi^dch#
JcaZhhdi]Zgl^hZcdiZY!egdk^h^dchgZaVi^c\idi]Z6bZg^XVc=ZVai]7ZcZÒi:mX]Vc\ZhVgZZ[[ZXi^kZ
?VcjVgn&!'%&)#

7:C:;>I9:H><C
:hhZci^VaWZcZÒih
eVX`V\Z

8gZViZVcZhhZci^Va]ZVai]WZcZÒiheVX`V\Zi]Viegdk^YZhVXdbegZ]Zch^kZhZid[hZgk^XZh!XdkZghVi
aZVhi+%d[i]ZVXijVg^VakVajZd[i]ZXdkZgZYWZcZÒih!a^b^ihVccjVaXdhi"h]Vg^c\idi]ZXjggZciaVl
=H6a^b^ih*!.*%$^cY^k^YjVaVcY&&!.%%$[Vb^an^c'%&%!VcY^hcdibdgZZmiZch^kZi]Vci]Zine^XVa
ZbeadnZgeaVc#GZfj^gZi]ZHZXgZiVgnidYZÒcZVcYVccjVaanjeYViZi]ZWZcZÒieVX`V\Zi]gdj\]V
igVcheVgZciVcYejWa^XegdXZhh#:[[ZXi^kZ?VcjVgn&!'%&)
GZfj^gZVaafjVa^ÒZY]ZVai]WZcZÒiheaVch!^cXajY^c\i]dhZd[[ZgZYi]gdj\]i]Z:mX]Vc\ZhVcYi]dhZ
d[[ZgZY^ci]Z^cY^k^YjVaVcYhbVaa\gdjebVg`Zihdjih^YZi]Z:mX]Vc\Zh!ZmXZei\gVcY[Vi]ZgZY
^cY^k^YjVaVcYZbeadnZg"hedchdgZYeaVch!idd[[ZgViaZVhii]ZZhhZci^Va]ZVai]WZcZÒiheVX`V\Z#
:[[ZXi^kZ?VcjVgn&!'%&)

6Wdgi^dcXdkZgV\Z

Egd]^W^iVWdgi^dcXdkZgV\Z[gdbWZ^c\gZfj^gZYVheVgid[i]ZZhhZci^Va]ZVai]WZcZÒiheVX`V\Z#
:[[ZXi^kZ?VcjVgn&!'%&)

8=6C<:HIDEG>K6I:>CHJG6C8:
IZbedgVgn
]^\]"g^h`edda

:hiVWa^h]ViZbedgVgncVi^dcVa]^\]"g^h`eddaidegdk^YZ]ZVai]XdkZgV\Zid^cY^k^YjVahl^i]egZ"Zm^hi^c\
bZY^XVaXdcY^i^dch#J#H#X^i^oZchVcYaZ\Va^bb^\gVcihl]d]VkZVegZ"Zm^hi^c\bZY^XVaXdcY^i^dcVcY
l]d]VkZWZZcjc^chjgZY[dgViaZVhih^mbdci]hl^aaWZZa^\^WaZidZcgdaa^ci]Z]^\]"g^h`eddaVcY
gZXZ^kZhjWh^Y^oZYegZb^jbh#EgZb^jbh[dgi]Zeddal^aaWZZhiVWa^h]ZY[dgVhiVcYVgYedejaVi^dcVcY
bVnkVgnWncdbdgZi]Vc)id&YjZidV\Z0bVm^bjbXdhi"h]Vg^c\l^aaWZa^b^iZYidi]ZXjggZciaVl
=H6a^b^i*!.*%$^cY^k^YjVaVcY&&!.%%$[Vb^an^c'%&%#6eegdeg^ViZ*W^aa^dcidÒcVcXZi]Zegd\gVb#
:[[ZXi^kZl^i]^c.%YVnhd[ZcVXibZcijci^a?VcjVgn&!'%&)

BZY^XVaadhhgVi^d
VcYegZb^jbgViZ
gZk^Zlh

GZfj^gZ]ZVai]eaVchidgZedgii]Zegdedgi^dcd[egZb^jbYdaaVghheZcidcXa^c^XVahZgk^XZh!fjVa^in!
VcYdi]ZgXdhihVcYegdk^YZgZWViZhidXdchjbZgh[dgi]ZVbdjcid[i]ZegZb^jbheZcidcXa^c^XVa
hZgk^XZhVcYfjVa^ini]Vi^haZhhi]Vc-*[dgeaVch^ci]ZaVg\Z\gdjebVg`ZiVcY-%[dgeaVch^ci]Z
^cY^k^YjVaVcYhbVaa\gdjebVg`Zih#GZfj^gZbZciidgZedgibZY^XVaadhhgVi^dZ[[ZXi^kZeaVcnZVg'%&%0
gZfj^gZbZciidegdk^YZgZWViZhZ[[ZXi^kZ?VcjVgn&!'%&&
:hiVWa^h]VegdXZhh[dggZk^Zl^c\^cXgZVhZh^c]ZVai]eaVcegZb^jbhVcYgZfj^gZeaVchid_jhi^[n
^cXgZVhZh#GZfj^gZhiViZhidgZedgidcigZcYh^cegZb^jb^cXgZVhZhVcYgZXdbbZcYl]Zi]ZgXZgiV^c
eaVch]djaYWZZmXajYZY[gdbi]Z:mX]Vc\ZWVhZYdcjc_jhi^ÒZYegZb^jb^cXgZVhZh#Egdk^YZ\gVcihid
hiViZhidhjeedgiZ[[dgihidgZk^ZlVcYVeegdkZegZb^jb^cXgZVhZh#:[[ZXi^kZWZ\^cc^c\eaVcnZVg'%&%

6Yb^c^higVi^kZ
h^bea^ÒXVi^dc

6YdeihiVcYVgYh[dgÒcVcX^VaVcYVYb^c^higVi^kZigVchVXi^dchidegdbdiZVYb^c^higVi^kZh^bea^ÒXVi^dc#
:[[ZXi^kZYViZhkVgn

9ZeZcYZciXdkZgV\Z

Egdk^YZYZeZcYZciXdkZgV\Z[dgX]^aYgZcjeidV\Z'+[dgVaa^cY^k^YjVaVcY\gdjeeda^X^Zh#:[[ZXi^kZh^m
bdci]h[daadl^c\ZcVXibZci

>chjgVcXZbVg`ZigjaZh

Egd]^W^i^cY^k^YjVaVcY\gdje]ZVai]eaVch[gdbeaVX^c\a^[Zi^bZa^b^ihdci]ZYdaaVgkVajZd[XdkZgV\Z
VcYegd]^W^i^chjgZgh[gdbgZhX^cY^c\XdkZgV\ZZmXZei^cXVhZhd[[gVjY#Egd]^W^iegZ"Zm^hi^c\XdcY^i^dc
ZmXajh^dch[dgX]^aYgZc#:[[ZXi^kZh^mbdci]h[daadl^c\ZcVXibZci7Z\^cc^c\^c?VcjVgn'%&)!egd]^W^i
^cY^k^YjVaVcY\gdje]ZVai]eaVch[gdbeaVX^c\VccjVaa^b^ihdci]ZYdaaVgkVajZd[XdkZgV\Z#Eg^dgid
?VcjVgn'%&)!eaVchbVndcan^bedhZVccjVaa^b^ihdcXdkZgV\ZVhYZiZgb^cZYWni]ZHZXgZiVgn#
<gVcY[Vi]ZgZm^hi^c\^cY^k^YjVaVcY\gdjeeaVchl^i]gZheZXiidcZlWZcZÒihiVcYVgYh!WjigZfj^gZi]ZhZ
\gVcY[Vi]ZgZYeaVchidZmiZcYYZeZcYZciXdkZgV\ZidVYjaiX]^aYgZcjeidV\Z'+!egd]^W^igZhX^hh^dch
d[XdkZgV\Z!VcYZa^b^cViZlV^i^c\eZg^dYh[dgXdkZgV\Zd[\gZViZgi]Vc.%YVnh#GZfj^gZ\gVcY[Vi]ZgZY
\gdjeeaVchidZa^b^cViZa^[Zi^bZa^b^ihdcXdkZgV\ZVcYWZ\^cc^c\^c'%&)!Za^b^cViZVccjVaa^b^ihdc
XdkZgV\Z#Eg^dgid'%&)!\gVcY[Vi]ZgZY\gdjeeaVchbVndcan^bedhZVccjVaa^b^ihVhYZiZgb^cZYWni]Z
HZXgZiVgn#GZfj^gZ\gVcY[Vi]ZgZY\gdjeeaVchidZa^b^cViZegZ"Zm^hi^c\XdcY^i^dcZmXajh^dch[dgX]^aYgZc
l^i]^ch^mbdci]hd[ZcVXibZciVcYWn'%&)[dgVYjaih#:[[ZXi^kZh^mbdci]h[daadl^c\ZcVXibZci!ZmXZei
l]ZgZdi]Zgl^hZheZX^ÒZY
>bedhZi]ZhVbZ^chjgVcXZbVg`ZigZ\jaVi^dchgZaVi^c\id\jVgVciZZ^hhjZ!egZb^jbgVi^c\!VcY
egd]^W^i^dchdcegZ"Zm^hi^c\XdcY^i^dcZmXajh^dch^ci]Z^cY^k^YjVabVg`Zi!^ci]Z:mX]Vc\Z!VcY^ci]Z
hbVaa\gdjebVg`Zi#HZZcZlgVi^c\VcYbVg`ZigjaZh^c8gZVi^dcd[^chjgVcXZedda^c\bZX]Vc^hb#
:[[ZXi^kZ?VcjVgn&!'%&)
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FWj_[djFhej[Yj_edWdZ7\\ehZWXb[9Wh[7YjF$B$'''#'*.
8=6C<:HIDEG>K6I:>CHJG6C8:Xdci^cjZY
>chjgVcXZbVg`ZigjaZh
Xdci^cjZY

GZfj^gZVaacZleda^X^ZhZmXZeihiVcY"VadcZYZciVa!k^h^dc!VcYadc\"iZgbXVgZ^chjgVcXZeaVch!
^cXajY^c\i]dhZd[[ZgZYi]gdj\]i]Z:mX]Vc\ZhVcYi]dhZd[[ZgZYdjih^YZd[i]Z:mX]Vc\Zh!idXdbean
l^i]dcZd[i]Z[djgWZcZÒiXViZ\dg^Zh#:m^hi^c\^cY^k^YjVaVcYZbeadnZg"hedchdgZYeaVchYdcdi]VkZid
bZZii]ZcZlWZcZÒihiVcYVgYh#HZZYZhXg^ei^dcd[WZcZÒiXViZ\dg^Zh^c8gZVi^dcd[^chjgVcXZedda^c\
bZX]Vc^hb#:[[ZXi^kZ?VcjVgn&!'%&)
A^b^iYZYjXi^WaZh[dg]ZVai]eaVch^ci]ZhbVaa\gdjebVg`Ziid'!%%%[dg^cY^k^YjVahVcY)!%%%
[dg[Vb^a^ZhjcaZhhXdcig^Wji^dchVgZd[[ZgZYi]Vid[[hZiYZYjXi^WaZVbdjcihVWdkZi]ZhZa^b^ih#I]^h
YZYjXi^WaZa^b^il^aacdiV[[ZXii]ZVXijVg^VakVajZd[VcneaVch#:[[ZXi^kZ?VcjVgn&!'%&)
A^b^iVcnlV^i^c\eZg^dYh[dgXdkZgV\Zid.%YVnh#:[[ZXi^kZ?VcjVgn&!'%&)
8gZViZViZbedgVgngZ^chjgVcXZegd\gVbidXdaaZXieVnbZcih[gdb]ZVai]^chjgZgh^ci]Z^cY^k^YjVaVcY
\gdjebVg`Zihidegdk^YZeVnbZcihideaVch^ci]Z^cY^k^YjVabVg`Zii]ViXdkZg]^\]"g^h`^cY^k^YjVah#
;^cVcXZi]ZgZ^chjgVcXZegd\gVbi]gdj\]bVcYVidgnXdcig^Wji^dchWn]ZVai]^chjgZghidiVa^c\'*
W^aa^dcdkZgi]gZZnZVgh#:[[ZXi^kZ?VcjVgn&!'%&)i]gdj\]9ZXZbWZg'%&+
6aadlhiViZhi]Zdei^dcd[bZg\^c\i]Z^cY^k^YjVaVcYhbVaa\gdjebVg`Zih#:[[ZXi^kZ?VcjVgn&!'%&)

8dchjbZgegdiZXi^dch

:hiVWa^h]Vc^ciZgcZilZWh^iZid]ZaegZh^YZcih^YZci^[n]ZVai]XdkZgV\Zdei^dchZ[[ZXi^kZ?jan&!'%&%
VcYYZkZadeVhiVcYVgY[dgbVi[dgegZhZci^c\^c[dgbVi^dcdcXdkZgV\Zdei^dchZ[[ZXi^kZ+%YVnh
[daadl^c\ZcVXibZci#
9ZkZadehiVcYVgYh[dg^chjgZghidjhZ^cegdk^Y^c\^c[dgbVi^dcdcWZcZÒihVcYXdkZgV\Z#HiVcYVgYh
YZkZadeZYl^i]^c&'bdci]h[daadl^c\ZcVXibZci0^chjgZgbjhiXdbeanl^i]hiVcYVgYhl^i]^c')bdci]h
[daadl^c\ZcVXibZci

=ZVai]XVgZX]d^XZ
XdbeVXihVcY
cVi^dcVaeaVch

EZgb^ihiViZhid[dgb]ZVai]XVgZX]d^XZXdbeVXihVcYVaadl^chjgZghidhZaaeda^X^Zh^cVcnhiViZ
eVgi^X^eVi^c\^ci]ZXdbeVXi#>chjgZghhZaa^c\eda^X^Zhi]gdj\]VXdbeVXildjaYdcanWZhjW_ZXiid
i]ZaVlhVcYgZ\jaVi^dchd[i]ZhiViZl]ZgZi]Zeda^Xn^hlg^iiZcdg^hhjZY!ZmXZei[dggjaZheZgiV^c^c\
idbVg`ZiXdcYjXi!jc[V^gigVYZegVXi^XZh!cZildg`VYZfjVXn!VcYXdchjbZgegdiZXi^dch#8dbeVXih
bVndcanWZVeegdkZY^[^i^hYZiZgb^cZYi]Vii]ZXdbeVXil^aaegdk^YZXdkZgV\Zi]Vi^hViaZVhiVh
XdbegZ]Zch^kZVcYV[[dgYVWaZVhXdkZgV\Zegdk^YZYi]gdj\]i]ZhiViZ:mX]Vc\Zh#GZ\jaVi^dch^hhjZY
Wn?jan&!'%&(!XdbeVXihbVncdiiV`ZZ[[ZXiWZ[dgZ?VcjVgn&!'%&+

=ZVai]^chjgVcXZ
VYb^c^higVi^dc

:hiVWa^h]i]Z=ZVai]>chjgVcXZGZ[dgb>beaZbZciVi^dc;jcYl^i]^ci]Z9ZeVgibZcid[=ZVai]VcY
=jbVcHZgk^XZhVcYVaadXViZ&W^aa^dcid^beaZbZci]ZVai]gZ[dgbeda^X^Zh#

HI6I:GDA:
HiViZgdaZ

8gZViZVc6bZg^XVc=ZVai]7ZcZÒi:mX]Vc\ZVcYVHbVaa7jh^cZhh=ZVai]Dei^dchEgd\gVbH=DE
:mX]Vc\Z[dg^cY^k^YjVahVcYhbVaaWjh^cZhhZhVcYegdk^YZdkZgh^\]id[]ZVai]eaVchl^i]gZ\VgYid
i]ZcZl^chjgVcXZbVg`ZigZ\jaVi^dch!XdchjbZgegdiZXi^dch!gViZgZk^Zlh!hdakZcXn!gZhZgkZ[jcY
gZfj^gZbZcih!egZb^jbiVmZh!VcYidYZÒcZgVi^c\VgZVh#
:cgdaacZlanZa^\^WaZBZY^XV^YWZcZÒX^Vg^Zh^cidi]ZBZY^XV^Yegd\gVbcdaViZgi]Vc?VcjVgn'%&)
hiViZh]VkZi]Zdei^dcidZmeVcYZcgdaabZciWZ\^cc^c\^c'%&&!XddgY^cViZZcgdaabZcil^i]i]ZcZl
:mX]Vc\Zh!VcY^beaZbZcidi]ZgheZX^ÒZYX]Vc\Zhidi]ZBZY^XV^Yegd\gVb#BV^ciV^cXjggZciBZY^XV^Y
VcY8=>EZa^\^W^a^inaZkZah[dgX]^aYgZcjci^a'%&.VcYbV^ciV^cXjggZciBZY^XV^YZa^\^W^a^inaZkZah[dg
VYjaihjci^ai]Z:mX]Vc\Z^h[jaandeZgVi^dcVa#6hiViZl^aaWZZmZbei[gdbi]ZbV^ciZcVcXZd[Z[[dgi
gZfj^gZbZci[dgcdc"Y^hVWaZYVYjaihl^i]^cXdbZhVWdkZ&((;EA[dgVcnnZVg[gdb?VcjVgn'%&&
i]gdj\]9ZXZbWZg(&!'%&(^[i]ZhiViZXZgi^ÒZhi]Vi^i^hZmeZg^ZcX^c\VWjY\ZiYZÒX^idgl^aaZmeZg^ZcXZ
VYZÒX^i^ci]Z[daadl^c\nZVg#
:hiVWa^h]Vcd[ÒXZd[]ZVai]^chjgVcXZXdchjbZgVhh^hiVcXZdgVcdbWjYhbVcegd\gVbidhZgkZVhVc
VYkdXViZ[dgeZdeaZl^i]eg^kViZXdkZgV\Z^ci]Z^cY^k^YjVaVcYhbVaa\gdjebVg`Zih#;ZYZgVa\gVcih
VkV^aVWaZWZ\^cc^c\ÒhXVanZVg'%&%
EZgb^ihiViZhidXgZViZV7Vh^X=ZVai]EaVc[dgjc^chjgZY^cY^k^YjVahl^i]^cXdbZhWZilZZc&((
VcY'%%;EA^ca^Zjd[i]ZhZ^cY^k^YjVahgZXZ^k^c\egZb^jbhjWh^Y^ZhidejgX]VhZXdkZgV\Z^ci]Z
:mX]Vc\Zh#:[[ZXi^kZ?VcjVgn&!'%&)EZgb^ihiViZhiddWiV^cVÒkZ"nZVglV^kZgd[XZgiV^ccZl]ZVai]
^chjgVcXZgZfj^gZbZcih^[i]ZhiViZXVcYZbdchigViZi]Vi^iegdk^YZh]ZVai]XdkZgV\ZidVaagZh^YZcih
i]Vi^hViaZVhiVhXdbegZ]Zch^kZVhi]ZXdkZgV\ZgZfj^gZYjcYZgVc:mX]Vc\ZeaVcVcYi]Vii]ZhiViZ
eaVcYdZhcdi^cXgZVhZi]Z[ZYZgVaWjY\ZiYZÒX^i#:[[ZXi^kZ?VcjVgn&!'%&,
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FWj_[djFhej[Yj_edWdZ7\\ehZWXb[9Wh[7YjF$B$'''#'*.
8DHI8DCI6>CB:CI
6Yb^c^higVi^kZ
h^bea^ÒXVi^dc

H^bea^[n]ZVai]^chjgVcXZVYb^c^higVi^dcWnVYdei^c\Vh^c\aZhZid[deZgVi^c\gjaZh[dgZa^\^W^a^in
kZg^ÒXVi^dcVcYXaV^bhhiVijhgjaZhVYdeiZY?jan&!'%&&0Z[[ZXi^kZ?VcjVgn&!'%&(!ZaZXigdc^X[jcYh
igVch[ZghVcY]ZVai]XVgZeVnbZciVcYgZb^iiVcXZgjaZhVYdeiZY?jan&!'%&'0Z[[ZXi^kZ?VcjVgn&!
'%&)!VcY]ZVai]XaV^bhdgZfj^kVaZciZcXdjciZg^c[dgbVi^dc!ZcgdaabZciVcYY^hZcgdaabZci^cV]ZVai]
eaVc!]ZVai]eaVcegZb^jbeVnbZcih!VcYgZ[ZggVaXZgi^ÒXVi^dcVcYVji]dg^oVi^dcgjaZhVYdeiZY?jan&!
'%&)0Z[[ZXi^kZ?VcjVgn&!'%&+#=ZVai]eaVchbjhiYdXjbZciXdbea^VcXZl^i]i]ZhZhiVcYVgYhdg[VXZV
eZcVaind[cdbdgZi]Vc&eZgXdkZgZYa^[Z#:[[ZXi^kZ6eg^a&!'%&)

BZY^XVgZ

 GZhigjXijgZeVnbZcihidBZY^XVgZ6YkVciV\ZB6eaVchWnhZii^c\eVnbZcihidY^[[ZgZcieZgXZciV\Zh
d[BZY^XVgZ[ZZ"[dg"hZgk^XZ;;HgViZh!l^i]]^\]ZgeVnbZcih[dgVgZVhl^i]adl;;HgViZhVcY
adlZgeVnbZcih.*d[;;H[dgVgZVhl^i]]^\];;HgViZh#E]VhZ"^cgZk^hZYeVnbZcihdkZg(nZVgh
WZ\^cc^c\^c'%&&![dgeaVch^cbdhiVgZVh!l^i]eVnbZcihe]VhZY"^cdkZgadc\ZgeZg^dYh)nZVghVcY
+nZVgh[dgeaVch^cdi]ZgVgZVh#Egdk^YZWdcjhZhideaVchgZXZ^k^c\)dgbdgZhiVgh!WVhZYdci]Z
XjggZci*"hiVgfjVa^ingVi^c\hnhiZb[dgBZY^XVgZ6YkVciV\ZeaVch!WZ\^cc^c\^c'%&'0fjVa^[n^c\eaVch
^cfjVa^[n^c\VgZVhgZXZ^kZYdjWaZWdcjhZh#BdY^[ngZWViZhnhiZbl^i]gZWViZhVaadXViZYWVhZYdcV
eaVcÉhfjVa^ingVi^c\#E]VhZ"^cVY_jhibZcihideaVceVnbZcih[dgXdY^c\egVXi^XZhgZaViZYidi]Z]ZVai]
hiVijhd[ZcgdaaZZh!l^i]VY_jhibZcihZfjVa^c\*#,Wn'%&.#8VeidiVaeVnbZcih!^cXajY^c\WdcjhZh!Vi
XjggZcieVnbZciaZkZah#GZfj^gZBZY^XVgZ6YkVciV\ZeaVchidgZb^ieVgi^VaeVnbZcihidi]ZHZXgZiVgn
^[i]ZeaVc]VhVbZY^XVaadhhgVi^dd[aZhhi]Vc-*!WZ\^cc^c\'%&)#GZfj^gZi]ZHZXgZiVgnidhjheZcY
eaVcZcgdaabZci[dg(nZVgh^[i]ZbZY^XVaadhhgVi^d^haZhhi]Vc-*[dg'XdchZXji^kZnZVghVcYid
iZgb^cViZi]ZeaVcXdcigVXi^[i]ZbZY^XVaadhhgVi^d^haZhhi]Vc-*[dg*XdchZXji^kZnZVgh#
 GZYjXZVccjVabVg`ZiWVh`ZijeYViZh[dg^ceVi^Zci]dhe^iVa!]dbZ]ZVai]!h`^aaZYcjgh^c\[VX^a^in!
]dhe^XZVcYdi]ZgBZY^XVgZegdk^YZgh!VcYVY_jhi[dgegdYjXi^k^in#:[[ZXi^kZYViZhkVgn
 ;gZZoZi]Zi]gZh]daY[dg^cXdbZ"gZaViZYBZY^XVgZEVgi7egZb^jbh[dg'%&&i]gdj\]'%&.!VcYgZYjXZ
i]ZBZY^XVgZEVgi9egZb^jbhjWh^Yn[dgi]dhZl^i]^cXdbZhVWdkZ-*!%%%$^cY^k^YjVaVcY&,%!%%%$
XdjeaZ#:[[ZXi^kZ?VcjVgn&!'%&&
 :hiVWa^h]Vc>cYZeZcYZciEVnbZci6Yk^hdgn7dVgYXdbeg^hZYd[&*bZbWZghidhjWb^iaZ\^haVi^kZ
egdedhVahXdciV^c^c\gZXdbbZcYVi^dchidgZYjXZi]ZeZgXVe^iVgViZd[\gdli]^cBZY^XVgZheZcY^c\
^[heZcY^c\ZmXZZYhViVg\Zi\gdli]gViZ#7Z\^cc^c\6eg^a'%&(!gZfj^gZi]Z8]^Z[6XijVgnd[8BHid
egd_ZXil]Zi]ZgBZY^XVgZeZgXVe^iVheZcY^c\ZmXZZYhi]ZVkZgV\Zd[8E>"JVcY8E>"B!WVhZYdcVÒkZ
nZVgeZg^dYZcY^c\i]VinZVg#>[hd!WZ\^cc^c\?VcjVgn&*!'%&)!i]Z7dVgYl^aahjWb^igZXdbbZcYVi^dch
idVX]^ZkZgZYjXi^dch^cBZY^XVgZheZcY^c\#7Z\^cc^c\?VcjVgn'%&-!i]ZiVg\Zi^hbdY^ÒZYhjX]i]Vi
i]ZWdVgYhjWb^ihgZXdbbZcYVi^dch^[BZY^XVgZeZgXVe^iVheZcY^c\ZmXZZYh<9EeZgXVe^iVeajhdcZ
eZgXZci#I]Z7dVgYl^aahjWb^iegdedhVahidi]ZEgZh^YZciVcY8dc\gZhh[dg^bbZY^ViZXdch^YZgVi^dc#
I]Z7dVgY^hegd]^W^iZY[gdbhjWb^ii^c\egdedhVahi]VildjaYgVi^dcXVgZ!^cXgZVhZgZkZcjZhdg
X]Vc\ZWZcZÒih!Za^\^W^a^indgBZY^XVgZWZcZÒX^VgnXdhih]Vg^c\^cXajY^c\EVgih6VcY7egZb^jbh!
dgldjaYgZhjai^cVX]Vc\Z^ci]ZWZcZÒX^VgnegZb^jbeZgXZciV\Zdgadl"^cXdbZhjWh^Y^ZhjcYZg
EVgi9#=dhe^iVahVcY]dhe^XZhi]gdj\]'%&.VcYXa^c^XVaaVWh[dgdcZnZVgl^aacdiWZhjW_ZXiidXdhi
gZYjXi^dchegdedhZYWni]Z7dVgY#I]Z7dVgYbjhiVahdhjWb^igZXdbbZcYVi^dchZkZgndi]ZgnZVgid
hadli]Z\gdli]^ccVi^dcVa]ZVai]ZmeZcY^ijgZhl]^aZegZhZgk^c\fjVa^ind[XVgZWn?VcjVgn&!'%&*#
 GZYjXZBZY^XVgZ9^hegdedgi^dcViZH]VgZ=dhe^iVa9H=eVnbZcih^c^i^VaanWn,*VcYhjWhZfjZcian
^cXgZVhZeVnbZcihWVhZYdci]ZeZgXZcid[i]ZedejaVi^dcjc^chjgZYVcYi]ZVbdjcid[
jcXdbeZchViZYXVgZegdk^YZY:[[ZXi^kZÒhXVanZVg'%&)
 :a^b^cViZi]ZBZY^XVgZ>begdkZbZci;jcY#:[[ZXi^kZjedcZcVXibZci
 6aadlegdk^YZghdg\Vc^oZYVhVXXdjciVWaZXVgZdg\Vc^oVi^dch68Dhi]VikdajciVg^anbZZifjVa^in
i]gZh]daYhidh]VgZ^ci]ZXdhihVk^c\hi]ZnVX]^ZkZ[dgi]ZBZY^XVgZegd\gVb#IdfjVa^[nVhVc68D!
dg\Vc^oVi^dchbjhiV\gZZidWZVXXdjciVWaZ[dgi]ZdkZgVaaXVgZd[i]Z^gBZY^XVgZWZcZÒX^Vg^Zh!]VkZ
VYZfjViZeVgi^X^eVi^dcd[eg^bVgnXVgZe]nh^X^Vch!YZÒcZegdXZhhZhidegdbdiZZk^YZcXZ"WVhZY
bZY^X^cZ!gZedgidcfjVa^inVcYXdhih!VcYXddgY^cViZXVgZ#H]VgZYhVk^c\hegd\gVbZhiVWa^h]ZY
?VcjVgn&!'%&'
 8gZViZVc>ccdkVi^dc8ZciZgl^i]^ci]Z8ZciZgh[dgBZY^XVgZVcYBZY^XV^YHZgk^XZhidiZhi!ZkVajViZ!
VcYZmeVcY^cBZY^XVgZ!BZY^XV^Y!VcY8=>EY^[[ZgZcieVnbZcihigjXijgZhVcYbZi]dYdad\^Zhid
gZYjXZegd\gVbZmeZcY^ijgZhl]^aZbV^ciV^c^c\dg^begdk^c\fjVa^ind[XVgZ#EVnbZcigZ[dgbbdYZah
i]Vi^begdkZfjVa^inVcYgZYjXZi]ZgViZd[Xdhi\gdli]XdjaYWZZmeVcYZYi]gdj\]djii]ZBZY^XVgZ!
BZY^XV^Y!VcY8=>Eegd\gVbh#:[[ZXi^kZ?VcjVgn&!'%&&
 GZYjXZBZY^XVgZeVnbZcihi]VildjaYdi]Zgl^hZWZbVYZid]dhe^iVahWnheZX^ÒZYeZgXZciV\Zhid
VXXdjci[dgZmXZhhegZkZciVWaZ]dhe^iVagZVYb^hh^dch#:[[ZXi^kZDXidWZg&!'%&'
 GZYjXZBZY^XVgZeVnbZcihidXZgiV^c]dhe^iVah[dg]dhe^iVa"VXfj^gZYXdcY^i^dchWn&#:[[ZXi^kZÒhXVa
nZVg'%&*
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FWj_[djFhej[Yj_edWdZ7\\ehZWXb[9Wh[7YjF$B$'''#'*.
8DHI8DCI6>CB:CIXdci^cjZY
BZY^XV^Y

>cXgZVhZi]ZBZY^XV^YYgj\gZWViZeZgXZciV\Z[dgWgVcYcVbZYgj\hid'(#&ZmXZeii]ZgZWViZ[dg
Xadii^c\[VXidghVcYYgj\hVeegdkZYZmXajh^kZan[dgeZY^Vig^XjhZ^cXgZVhZhid&,#&0^cXgZVhZi]Z
BZY^XV^YgZWViZ[dgcdc"^ccdkVidg!bjai^eaZhdjgXZYgj\hid&(d[VkZgV\ZbVcj[VXijgZgeg^XZ#
:[[ZXi^kZ?VcjVgn&!'%&%:miZcYi]ZYgj\gZWViZidBZY^XV^YbVcV\ZYXVgZeaVch#:[[ZXi^kZjedc
ZcVXibZci
GZYjXZV\\gZ\ViZBZY^XV^Y9H=VaadibZcihWn#*W^aa^dc^c'%&)!#+W^aa^dc^c'%&*!#+W^aa^dc^c'%&+!
&#-W^aa^dc^c'%&,!*W^aa^dc^c'%&-!*#+W^aa^dc^c'%&.!VcY)W^aa^dc^c'%'%#GZfj^gZi]ZHZXgZiVgn
idYZkZadeVbZi]dYdad\nidY^hig^WjiZi]Z9H=gZYjXi^dch^cVbVccZgi]Vi^bedhZhi]ZaVg\Zhi
gZYjXi^dc^c9H=VaadibZcih[dghiViZhl^i]i]ZadlZhieZgXZciV\Zd[jc^chjgZYdgi]dhZi]ViYdcdi
iVg\Zi9H=eVnbZcih!^bedhZhhbVaaZggZYjXi^dch[dgadl"9H=hiViZh!VcYVXXdjcih[dg9H=VaadibZcih
jhZY[dg&&&*lV^kZgh#:[[ZXi^kZDXidWZg&!'%&&
Egd]^W^i[ZYZgVaeVnbZcihidhiViZh[dgBZY^XV^YhZgk^XZhgZaViZYid]ZVai]XVgZVXfj^gZYXdcY^i^dch#
:[[ZXi^kZ?jan&!'%&&

EgZhXg^ei^dcYgj\h

6ji]dg^oZi]Z;ddYVcY9gj\6Yb^c^higVi^dcidVeegdkZ\ZcZg^XkZgh^dchd[W^dad\^XYgj\hVcY\gVci
W^dad\^XhbVcj[VXijgZgh&'nZVghd[ZmXajh^kZjhZWZ[dgZ\ZcZg^XhXVcWZYZkZadeZY#:[[ZXi^kZjedc
ZcVXibZci

LVhiZ![gVjY!VcYVWjhZ

GZYjXZlVhiZ![gVjY!VcYVWjhZ^cejWa^Xegd\gVbhWnVaadl^c\egdk^YZghXgZZc^c\!Zc]VcXZYdkZgh^\]i
eZg^dYh[dgcZlegdk^YZghVcYhjeea^Zgh!^cXajY^c\V.%"YVneZg^dYd[Zc]VcXZYdkZgh^\]i[dg^c^i^Va
XaV^bhd[9B:hjeea^Zgh!VcYZcgdaabZcibdgVidg^V^cVgZVh^YZci^ÒZYVhWZ^c\ViZaZkViZYg^h`d[[gVjY
^cVaaejWa^Xegd\gVbh!VcYWngZfj^g^c\BZY^XVgZVcYBZY^XV^Yegd\gVbegdk^YZghVcYhjeea^Zghid
ZhiVWa^h]Xdbea^VcXZegd\gVbh#9ZkZadeVYViVWVhZidXVeijgZVcYh]VgZYViVVXgdhh[ZYZgVaVcYhiViZ
egd\gVbh!^cXgZVhZeZcVai^Zh[dghjWb^ii^c\[VahZXaV^bh!higZc\i]ZchiVcYVgYh[dgXdbbjc^inbZciVa
]ZVai]XZciZghVcY^cXgZVhZ[jcY^c\[dgVci^"[gVjYVXi^k^i^Zh#:[[ZXi^kZYViZhkVgn

>BEGDK>C<FJ6A>IN$=:6AI=HNHI:BE:G;DGB6C8:
8dbeVgVi^kZ
Z[[ZXi^kZcZhhgZhZVgX]

HjeedgiXdbeVgVi^kZZ[[ZXi^kZcZhhgZhZVgX]WnZhiVWa^h]^c\Vcdc"egdÒiEVi^Zci"8ZciZgZYDjiXdbZh
GZhZVgX]>chi^ijiZid^YZci^[ngZhZVgX]eg^dg^i^ZhVcYXdcYjXigZhZVgX]i]ViXdbeVgZhi]ZXa^c^XVa
Z[[ZXi^kZcZhhd[bZY^XVaigZVibZcih#I]Z>chi^ijiZl^aaWZdkZghZZcWnVcVeed^ciZYbjai^"hiV`Z]daYZg
7dVgYd[<dkZgcdghVcYl^aaWZVhh^hiZYWnZmeZgiVYk^hdgneVcZah#;^cY^c\h[gdbXdbeVgVi^kZ
Z[[ZXi^kZcZhhgZhZVgX]bVncdiWZXdchigjZYVhbVcYViZh!\j^YZa^cZh!dggZXdbbZcYVi^dch[dg
eVnbZci!XdkZgV\Z!dgigZVibZcidgjhZYidYZcnXdkZgV\Z#;jcY^c\VkV^aVWaZWZ\^cc^c\ÒhXVanZVg
'%&%IZgb^cViZi]Z;ZYZgVa8ddgY^cVi^c\8djcX^a[dg8dbeVgVi^kZ:[[ZXi^kZcZhhGZhZVgX]i]VilVh
[djcYZYjcYZgi]Z6bZg^XVcGZXdkZgnVcYGZ^ckZhibZci6Xi#:[[ZXi^kZjedcZcVXibZci

BZY^XVabVaegVXi^XZ

6lVgYÒkZ"nZVgYZbdchigVi^dc\gVcihidhiViZhidYZkZade!^beaZbZci!VcYZkVajViZVaiZgcVi^kZh
idXjggZciidgia^i^\Vi^dch#EgZ[ZgZcXZl^aaWZ\^kZcidhiViZhi]Vi]VkZYZkZadeZYVaiZgcVi^kZh^c
XdchjaiVi^dcl^i]gZaZkVcihiV`Z]daYZghVcYi]Vi]VkZegdedhVahi]ViVgZa^`ZanidZc]VcXZeVi^ZcihV[Zin
WngZYjX^c\bZY^XVaZggdghVcYVYkZghZZkZcihVcYVgZa^`Zanid^begdkZVXXZhhida^VW^a^in^chjgVcXZ#
;jcY^c\Veegdeg^ViZY[dgÒkZnZVghWZ\^cc^c\^cÒhXVanZVg'%&&

BZY^XVgZ

:hiVWa^h]VcVi^dcVaBZY^XVgZe^adiegd\gVbidYZkZadeVcYZkVajViZeVn^c\VWjcYaZYeVnbZci[dgVXjiZ!
^ceVi^Zci]dhe^iVahZgk^XZh!e]nh^X^VchZgk^XZh!djieVi^Zci]dhe^iVahZgk^XZh!VcYedhi"VXjiZXVgZhZgk^XZh
[dgVcZe^hdYZd[XVgZi]ViWZ\^chi]gZZYVnheg^dgidV]dhe^iVa^oVi^dcVcYheVch(%YVnh[daadl^c\
Y^hX]Vg\Z#>[i]Ze^adiegd\gVbVX]^ZkZhhiViZY\dVahd[^begdk^c\dgcdigZYjX^c\fjVa^inVcYgZYjX^c\
heZcY^c\!YZkZadeVeaVc[dgZmeVcY^c\i]Ze^adiegd\gVb#:hiVWa^h]e^adiegd\gVbWn?VcjVgn&!'%&(0
ZmeVcYegd\gVb!^[Veegdeg^ViZ!Wn?VcjVgn&!'%&+
8gZViZi]Z>cYZeZcYZcXZVi=dbZYZbdchigVi^dcegd\gVbidegdk^YZ]^\]"cZZYBZY^XVgZWZcZÒX^Vg^Zh
l^i]eg^bVgnXVgZhZgk^XZh^ci]Z^g]dbZVcYVaadleVgi^X^eVi^c\iZVbhd[]ZVai]egd[Zhh^dcVahidh]VgZ
^cVcnhVk^c\h^[i]ZngZYjXZegZkZciVWaZ]dhe^iVa^oVi^dch!egZkZci]dhe^iVagZVYb^hh^dch!^begdkZ]ZVai]
djiXdbZh!^begdkZi]ZZ[ÒX^ZcXnd[XVgZ!gZYjXZi]ZXdhid[]ZVai]XVgZhZgk^XZh!VcYVX]^ZkZeVi^Zci
hVi^h[VXi^dc#:[[ZXi^kZ?VcjVgn&!'%&'
:hiVWa^h]V]dhe^iVakVajZ"WVhZYejgX]Vh^c\egd\gVb^cBZY^XVgZideVn]dhe^iVahWVhZYdc
eZg[dgbVcXZdcfjVa^inbZVhjgZhVcYZmiZcYi]ZBZY^XVgZe]nh^X^VcfjVa^ingZedgi^c\^c^i^Vi^kZWZndcY
'%&%#:[[ZXi^kZDXidWZg&!'%&'9ZkZadeeaVchid^beaZbZcikVajZ"WVhZYejgX]Vh^c\egd\gVbh[dg
h`^aaZYcjgh^c\[VX^a^i^Zh!]dbZ]ZVai]V\ZcX^Zh!VcYVbWjaVidgnhjg\^XVaXZciZgh#GZedgihid8dc\gZhh
YjZ?VcjVgn&!'%&&

9jVaZa^\^WaZh

>begdkZXVgZXddgY^cVi^dc[dgYjVaZa^\^WaZhWnXgZVi^c\VcZld[ÒXZl^i]^ci]Z8ZciZgh[dgBZY^XVgZVcY
BZY^XV^YhZgk^XZh!i]Z;ZYZgVa8ddgY^cViZY=ZVai]8VgZD[ÒXZ!idbdgZZ[[ZXi^kZan^ciZ\gViZBZY^XVgZ
VcYBZY^XV^YWZcZÒihVcY^begdkZXddgY^cVi^dcWZilZZci]Z[ZYZgVa\dkZgcbZciVcYhiViZh^cdgYZgid
^begdkZVXXZhhidVcYfjVa^ind[XVgZVcYhZgk^XZh[dgYjVaZa^\^WaZh#:[[ZXi^kZBVgX]&!'%&%
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FWj_[djFhej[Yj_edWdZ7\\ehZWXb[9Wh[7YjF$B$'''#'*.
>BEGDK>C<FJ6A>IN$=:6AI=HNHI:BE:G;DGB6C8:Xdci^cjZY
BZY^XV^Y

8gZViZVcZlBZY^XV^YhiViZeaVcdei^dcideZgb^iBZY^XV^YZcgdaaZZhl^i]ViaZVhiildX]gdc^XXdcY^i^dch!
dcZXdcY^i^dcVcYg^h`d[YZkZade^c\Vcdi]Zg!dgViaZVhidcZhZg^djhVcYeZgh^hiZcibZciVa]ZVai]
XdcY^i^dcidYZh^\cViZVegdk^YZgVhV]ZVai]]dbZ#Egdk^YZhiViZhiV`^c\jei]Zdei^dcl^i].%;B6E[dg
ildnZVgh#:[[ZXi^kZ?VcjVgn&!'%&&
8gZViZcZlYZbdchigVi^dcegd_ZXih^cBZY^XV^YideVnWjcYaZYeVnbZcih[dgZe^hdYZhd[XVgZi]Vi^cXajYZ
]dhe^iVa^oVi^dchZ[[ZXi^kZ?VcjVgn&!'%&'i]gdj\]9ZXZbWZg(&!'%&+0idbV`Z\adWVaXVe^iViZYeVnbZcih
idhV[ZincZi]dhe^iVahnhiZbhZ[[ZXi^kZÒhXVanZVgh'%&%i]gdj\]'%&'0idVaadleZY^Vig^XbZY^XVa
egdk^YZghdg\Vc^oZYVhVXXdjciVWaZXVgZdg\Vc^oVi^dchidh]VgZ^cXdhi"hVk^c\hZ[[ZXi^kZ?VcjVgn&!'%&'
i]gdj\]9ZXZbWZg(&!'%&+0VcYidegdk^YZBZY^XV^YeVnbZcihid^chi^iji^dchd[bZciVaY^hZVhZ[dgVYjai
ZcgdaaZZhl]dgZfj^gZhiVW^a^oVi^dcd[VcZbZg\ZcXnXdcY^i^dcZ[[ZXi^kZDXidWZg&!'%&&i]gdj\]9ZXZbWZg
(&!'%&*#
:meVcYi]ZgdaZd[i]ZBZY^XV^YVcY8=>EEVnbZciVcY6XXZhh8dbb^hh^dcid^cXajYZVhhZhhbZcihd[
VYjaihZgk^XZh^cXajY^c\i]dhZYjVaanZa^\^WaZ[dgBZY^XVgZVcYBZY^XV^Y#&&b^aa^dc^cVYY^i^dcVa[jcYh
Veegdeg^ViZY[dgÒhXVanZVg'%&%

Eg^bVgnXVgZ

>cXgZVhZBZY^XV^YeVnbZcih^c[ZZ"[dg"hZgk^XZVcYbVcV\ZYXVgZ[dgeg^bVgnXVgZhZgk^XZhegdk^YZYWn
eg^bVgnXVgZYdXidgh[Vb^anbZY^X^cZ!\ZcZgVa^ciZgcVabZY^X^cZdgeZY^Vig^XbZY^X^cZid&%%d[i]Z
BZY^XVgZeVnbZcigViZh[dg'%&(VcY'%&)#HiViZhl^aagZXZ^kZ&%%[ZYZgVaÒcVcX^c\[dgi]Z^cXgZVhZY
eVnbZcigViZh#:[[ZXi^kZ?VcjVgn&!'%&(
Egdk^YZV&%WdcjheVnbZciideg^bVgnXVgZe]nh^X^Vch^cBZY^XVgZ[gdb'%&&i]gdj\]'%&*#:[[ZXi^kZ
[dgÒkZnZVghWZ\^cc^c\?VcjVgn&!'%&&

CVi^dcVafjVa^in
higViZ\n

9ZkZadeVcVi^dcVafjVa^in^begdkZbZcihigViZ\ni]Vi^cXajYZheg^dg^i^Zhid^begdkZi]ZYZa^kZgnd[]ZVai]
XVgZhZgk^XZh!eVi^Zci]ZVai]djiXdbZh!VcYedejaVi^dc]ZVai]#8gZViZegdXZhhZh[dgi]ZYZkZadebZci
d[fjVa^inbZVhjgZh^ckdak^c\^ceji[gdbbjai^eaZhiV`Z]daYZghVcY[dghZaZXi^c\fjVa^inbZVhjgZhidWZ
jhZY^cgZedgi^c\idVcYeVnbZcijcYZg[ZYZgVa]ZVai]egd\gVbh#CVi^dcVahigViZ\nYjZid8dc\gZhhWn
?VcjVgn&!'%&&
:hiVWa^h]i]Z8dbbjc^in"WVhZY8daaVWdgVi^kZ8VgZCZildg`Egd\gVbidhjeedgiXdchdgi^jbhd[
]ZVai]XVgZegdk^YZghidXddgY^cViZVcY^ciZ\gViZ]ZVai]XVgZhZgk^XZh![dgadl"^cXdbZjc^chjgZYVcY
jcYZg^chjgZYedejaVi^dch#;jcYhVeegdeg^ViZY[dgÒkZnZVghWZ\^cc^c\^c;N'%&&

;^cVcX^VaY^hXadhjgZ

GZfj^gZY^hXadhjgZd[ÒcVcX^VagZaVi^dch]^ehWZilZZc]ZVai]Zci^i^Zh!^cXajY^c\e]nh^X^Vch!]dhe^iVah!
e]VgbVX^hih!di]Zgegdk^YZgh!VcYbVcj[VXijgZghVcYY^hig^Wjidghd[XdkZgZYYgj\h!YZk^XZh!W^dad\^XVah!
VcYbZY^XVahjeea^Zh#GZedgiYjZid8dc\gZhh6eg^a&!'%&(

9^heVg^i^Zh

GZfj^gZZc]VcXZYXdaaZXi^dcVcYgZedgi^c\d[YViVdcgVXZ!Zi]c^X^in!hZm!eg^bVgnaVc\jV\Z!Y^hVW^a^in
hiVijh!VcY[dgjcYZghZgkZYgjgVaVcY[gdci^ZgedejaVi^dch#6ahdgZfj^gZXdaaZXi^dcd[VXXZhhVcY
igZVibZciYViV[dgeZdeaZl^i]Y^hVW^a^i^Zh#GZfj^gZi]ZHZXgZiVgnidVcVanoZi]ZYViVidbdc^idgigZcYh
^cY^heVg^i^Zh#:[[ZXi^kZildnZVgh[daadl^c\ZcVXibZci

EG:K:CI>DC$L:AAC:HH
CVi^dcVahigViZ\n

:hiVWa^h]i]ZCVi^dcVaEgZkZci^dc!=ZVai]Egdbdi^dcVcYEjWa^X=ZVai]8djcX^aidXddgY^cViZ[ZYZgVa
egZkZci^dc!lZaacZhh!VcYejWa^X]ZVai]VXi^k^i^Zh#9ZkZadeVcVi^dcVahigViZ\nid^begdkZi]ZcVi^dcÉh
]ZVai]#HigViZ\nYjZdcZnZVg[daadl^c\ZcVXibZci8gZViZVEgZkZci^dcVcYEjWa^X=ZVai];jcYid
ZmeVcYVcYhjhiV^c[jcY^c\[dgegZkZci^dcVcYejWa^X]ZVai]egd\gVbh#>c^i^VaVeegdeg^Vi^dc^cÒhXVa
nZVg'%&%8gZViZiVh`[dgXZhdcEgZkZci^kZHZgk^XZhVcY8dbbjc^inEgZkZci^kZHZgk^XZhidYZkZade!
jeYViZ!VcYY^hhZb^cViZZk^YZcXZY"WVhZYgZXdbbZcYVi^dchdci]ZjhZd[Xa^c^XVaVcYXdbbjc^in
egZkZci^dchZgk^XZh#:[[ZXi^kZjedcZcVXibZci
:hiVWa^h]VEgZkZci^dcVcYEjWa^X=ZVai];jcY[dgegZkZci^dc!lZaacZhh!VcYejWa^X]ZVai]VXi^k^i^Zh
^cXajY^c\egZkZci^dcgZhZVgX]VcY]ZVai]hXgZZc^c\h!i]Z:YjXVi^dcVcYDjigZVX]8VbeV^\c[dg
egZkZci^kZWZcZÒih!VcY^bbjc^oVi^dcegd\gVbh#6eegdeg^ViZ,W^aa^dc^c[jcY^c\[dgÒhXVanZVgh'%&%
i]gdj\]'%&*VcY'W^aa^dc[dgZVX]ÒhXVanZVgV[iZg'%&*#:[[ZXi^kZÒhXVanZVg'%&%
:hiVWa^h]V\gVciegd\gVbidhjeedgii]ZYZa^kZgnd[Zk^YZcXZ"WVhZYVcYXdbbjc^in"WVhZYegZkZci^dc
VcYlZaacZhhhZgk^XZhV^bZYVihigZc\i]Zc^c\egZkZci^dcVXi^k^i^Zh!gZYjX^c\X]gdc^XY^hZVhZgViZhVcY
VYYgZhh^c\]ZVai]Y^heVg^i^Zh!ZheZX^Vaan^cgjgVaVcY[gdci^ZgVgZVh#;jcYhVeegdeg^ViZY[dgÒkZnZVgh
WZ\^cc^c\^c;N'%&%

8dkZgV\Zd[egZkZci^kZ
hZgk^XZh

>begdkZegZkZci^dcWnXdkZg^c\dcanegdkZcegZkZci^kZhZgk^XZhVcYZa^b^cVi^c\Xdhi"h]Vg^c\[dg
egZkZci^kZhZgk^XZh^cBZY^XVgZVcYBZY^XV^Y#:[[ZXi^kZ?VcjVgn&!'%&&;dghiViZhi]Viegdk^YZ
BZY^XV^YXdkZgV\Z[dgVcYgZbdkZXdhi"h]Vg^c\[dgegZkZci^kZhZgk^XZhgZXdbbZcYZYWni]ZJH
EgZkZci^kZHZgk^XZhIVh`;dgXZVcYgZXdbbZcYZY^bbjc^oVi^dch!egdk^YZVdcZeZgXZciV\Zed^ci
^cXgZVhZ^ci]Z;B6E[dgi]ZhZhZgk^XZh#>cXgZVhZBZY^XVgZeVnbZcih[dgXZgiV^cegZkZci^kZhZgk^XZhid
&%%d[VXijVaX]Vg\Zhdg[ZZhX]ZYjaZgViZh#:[[ZXi^kZ?VcjVgn&!'%&&
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FWj_[djFhej[Yj_edWdZ7\\ehZWXb[9Wh[7YjF$B$'''#'*.
EG:K:CI>DC$L:AAC:HHXdci^cjZY
8dkZgV\Zd[egZkZci^kZ
hZgk^XZhXdci^cjZY

Egdk^YZBZY^XVgZWZcZÒX^Vg^ZhVXXZhhidVXdbegZ]Zch^kZ]ZVai]g^h`VhhZhhbZciVcYXgZVi^dc
d[VeZghdcVa^oZYegZkZci^dceaVc#=ZVai]g^h`VhhZhhbZcibdYZaYZkZadeZYl^i]^c&-bdci]h
[daadl^c\ZcVXibZciEgdk^YZ^cXZci^kZhidBZY^XVgZVcYBZY^XV^YWZcZÒX^Vg^ZhidXdbeaZiZWZ]Vk^dg
bdY^ÒXVi^dcegd\gVbh#:[[ZXi^kZ?VcjVgn&!'%&&dgl]Zcegd\gVbXg^iZg^V^hYZkZadeZY!l]^X]ZkZg^h
ÒghiGZfj^gZBZY^XV^YXdkZgV\Z[dgidWVXXdXZhhVi^dchZgk^XZh[dgegZ\cVcildbZc#:[[ZXi^kZDXidWZg
&!'%&%
GZfj^gZfjVa^ÒZY]ZVai]eaVchidegdk^YZViVb^c^bjbXdkZgV\Zl^i]djiXdhi"h]Vg^c\[dgegZkZci^kZ
hZgk^XZhgViZY6dg7Wni]ZJ#H#EgZkZci^kZHZgk^XZhIVh`;dgXZ!gZXdbbZcYZY^bbjc^oVi^dch!
egZkZci^kZXVgZ[dg^c[Vcih!X]^aYgZc!VcYVYdaZhXZcih!VcYVYY^i^dcVaegZkZci^kZXVgZVcYhXgZZc^c\h[dg
ldbZc#:[[ZXi^kZh^mbdci]h[daadl^c\ZcVXibZci

LZaacZhhegd\gVbh

Egdk^YZ\gVcih[dgjeidÒkZnZVghidhbVaaZbeadnZghi]ViZhiVWa^h]lZaacZhhegd\gVbh#;jcYh
Veegdeg^ViZY[dgÒkZnZVghWZ\^cc^c\^cÒhXVanZVg'%&&
Egdk^YZiZX]c^XVaVhh^hiVcXZVcYdi]ZggZhdjgXZhidZkVajViZZbeadnZg"WVhZYlZaacZhhegd\gVbh#
8dcYjXiVcVi^dcValdg`h^iZ]ZVai]eda^X^ZhVcYegd\gVbhhjgkZnidVhhZhhZbeadnZg"WVhZY]ZVai]
eda^X^ZhVcYegd\gVbh#8dcYjXihijYnl^i]^cildnZVgh[daadl^c\ZcVXibZci
EZgb^iZbeadnZghidd[[ZgZbeadnZZhgZlVgYhÅ^ci]Z[dgbd[egZb^jbY^hXdjcih!lV^kZghd[Xdhi"
h]Vg^c\gZfj^gZbZcih!dgWZcZÒihi]VildjaYdi]Zgl^hZcdiWZegdk^YZYÅd[jeid(%d[i]ZXdhi
d[XdkZgV\Z[dgeVgi^X^eVi^c\^cVlZaacZhhegd\gVbVcYbZZi^c\XZgiV^c]ZVai]"gZaViZYhiVcYVgYh#
:beadnZghbjhid[[ZgVcVaiZgcVi^kZhiVcYVgY[dg^cY^k^YjVah[dgl]db^i^hjcgZVhdcVWanY^[ÒXjaidg
^cVYk^hVWaZidbZZii]ZhiVcYVgY#I]ZgZlVgYa^b^ibVnWZ^cXgZVhZYid*%d[i]ZXdhid[XdkZgV\Z^[
YZZbZYVeegdeg^ViZ#:[[ZXi^kZ?VcjVgn&!'%&):hiVWa^h]&%"hiViZe^adiegd\gVbhWn?jan'%&)ideZgb^i
eVgi^X^eVi^c\hiViZhidVeeanh^b^aVggZlVgYh[dgeVgi^X^eVi^c\^clZaacZhhegd\gVbh^ci]Z^cY^k^YjVa
bVg`ZiVcYZmeVcYYZbdchigVi^dch^c'%&,^[Z[[ZXi^kZ#GZfj^gZVgZedgidci]ZZ[[ZXi^kZcZhhVcY^beVXi
d[lZaacZhhegd\gVbh#GZedgiYjZi]gZZnZVgh[daadl^c\ZcVXibZci

Cjig^i^dcVa^c[dgbVi^dc

GZfj^gZX]V^cgZhiVjgVcihVcY[ddYhdaY[gdbkZcY^c\bVX]^cZhidY^hXadhZi]Zcjig^i^dcVaXdciZcid[
ZVX]^iZb#EgdedhZYgZ\jaVi^dch^hhjZYl^i]^cdcZnZVgd[ZcVXibZci

ADC<"I:GB86G:
8A6HH6Xi

:hiVWa^h]VcVi^dcVa!kdajciVgn^chjgVcXZegd\gVb[dgejgX]Vh^c\Xdbbjc^ina^k^c\Vhh^hiVcXZhZgk^XZh
VcYhjeedgih8A6HHegd\gVb#;daadl^c\VÒkZ"nZVgkZhi^c\eZg^dY!i]Zegd\gVbl^aaegdk^YZ^cY^k^YjVah
l^i][jcXi^dcVaa^b^iVi^dchVXVh]WZcZÒid[cdiaZhhi]VcVcVkZgV\Zd[*%eZgYVnidejgX]VhZcdc"
bZY^XVahZgk^XZhVcYhjeedgihcZXZhhVgnidbV^ciV^cXdbbjc^ingZh^YZcXZ#I]Zegd\gVb^hÒcVcXZY
i]gdj\]kdajciVgneVngdaaYZYjXi^dch/Vaaldg`^c\VYjaihl^aaWZVjidbVi^XVaanZcgdaaZY^ci]Zegd\gVb!
jcaZhhi]ZnX]ddhZiddei"dji#:[[ZXi^kZ?VcjVgn&!'%&&

BZY^XV^Y

:miZcYi]ZBZY^XV^YBdcZn;daadlhi]ZEZghdcGZWVaVcX^c\9ZbdchigVi^dcegd\gVbi]gdj\]
HZeiZbWZg'%&+Z[[ZXi^kZ(%YVnh[daadl^c\ZcVXibZciVcYVaadXViZ&%b^aa^dceZgnZVg[dgÒkZnZVgh
idXdci^cjZi]Z6\^c\VcY9^hVW^a^inGZhdjgXZ8ZciZg^c^i^Vi^kZh[jcYhVeegdeg^ViZY[dgÒhXVanZVgh'%&%
i]gdj\]'%&)#
Egdk^YZhiViZhl^i]cZldei^dch[dgd[[Zg^c\]dbZVcYXdbbjc^in"WVhZYhZgk^XZhi]gdj\]VBZY^XV^Y
hiViZeaVcgVi]Zgi]Vci]gdj\]VlV^kZg[dg^cY^k^YjVahl^i]^cXdbZhjeid(%%d[i]ZbVm^bjbHH>
eVnbZciVcYl]d]VkZV]^\]ZgaZkZad[cZZYVcYeZgb^ihiViZhidZmiZcY[jaaBZY^XV^YWZcZÒihid
^cY^k^YjVagZXZ^k^c\]dbZVcYXdbbjc^in"WVhZYhZgk^XZhjcYZgVhiViZeaVc#:[[ZXi^kZDXidWZg&!'%&%
:hiVWa^h]i]Z8dbbjc^in;^ghi8]d^XZDei^dc^cBZY^XV^Yidegdk^YZXdbbjc^in"WVhZYViiZcYVci
hjeedgihVcYhZgk^XZhid^cY^k^YjVahl^i]Y^hVW^a^i^Zhl]dgZfj^gZVc^chi^iji^dcVaaZkZad[XVgZ#Egdk^YZ
hiViZhl^i]VcZc]VcXZY[ZYZgVabViX]^c\gViZd[VcVYY^i^dcVah^meZgXZciV\Zed^cih[dggZ^bWjghVWaZ
ZmeZchZh^ci]Zegd\gVb#HjchZii]Zdei^dcV[iZgÒkZnZVgh#:[[ZXi^kZDXidWZg&!'%&&
8gZViZi]ZHiViZ7VaVcX^c\>cXZci^kZEgd\gVbidegdk^YZZc]VcXZY[ZYZgVabViX]^c\eVnbZcihid
Za^\^WaZhiViZhid^cXgZVhZi]Zegdedgi^dcd[cdc"^chi^iji^dcVaan"WVhZYadc\"iZgbXVgZhZgk^XZh#HZaZXiZY
hiViZhl^aaWZZa^\^WaZ[dg;B6E^cXgZVhZh[dgbZY^XVaVhh^hiVcXZZmeZcY^ijgZh[dgcdc"^chi^iji^dcVaan"
WVhZYadc\"iZgbhZgk^XZhVcYhjeedgih#:[[ZXi^kZDXidWZg&!'%&&i]gdj\]HZeiZbWZg(%!'%&*

H`^aaZYcjgh^c\[VX^a^in
gZfj^gZbZcih

GZfj^gZh`^aaZYcjgh^c\[VX^a^i^ZhjcYZgBZY^XVgZVcYcjgh^c\[VX^a^i^ZhjcYZgBZY^XV^YidY^hXadhZ
^c[dgbVi^dcgZ\VgY^c\dlcZgh]^e!VXXdjciVW^a^ingZfj^gZbZcih!VcYZmeZcY^ijgZh#EjWa^h]hiVcYVgY^oZY
^c[dgbVi^dcdccjgh^c\[VX^a^i^ZhidVlZWh^iZhdBZY^XVgZZcgdaaZZhXVcXdbeVgZi]Z[VX^a^i^Zh#:[[ZXi^kZ
YViZhkVgn
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FWj_[djFhej[Yj_edWdZ7\\ehZWXb[9Wh[7YjF$B$'''#'*.
DI=:G>CK:HIB:CIH
BZY^XVgZ

BV`Z^begdkZbZcihidi]ZBZY^XVgZegd\gVb/
ÄEgdk^YZV'*%gZWViZidBZY^XVgZWZcZÒX^Vg^Zhl]dgZVX]i]ZEVgi9XdkZgV\Z\Ve^c'%&%:[[ZXi^kZ
?VcjVgn&!'%&%0
ÄE]VhZYdlc\gVYjVaani]ZWZcZÒX^VgnXd^chjgVcXZgViZ^ci]ZBZY^XVgZEVgi9XdkZgV\Z\Ve[gdb
&%%id'*Wn'%'%/
;dgWgVcY"cVbZYgj\h!gZfj^gZe]VgbVXZji^XVabVcj[VXijgZghidegdk^YZV*%Y^hXdjcidc
egZhXg^ei^dchÒaaZY^ci]ZBZY^XVgZEVgi9XdkZgV\Z\VeWZ\^cc^c\^c'%&&!^cVYY^i^dcid[ZYZgVa
hjWh^Y^Zhd['*d[i]ZWgVcY"cVbZYgj\XdhiWn'%'%e]VhZY^cWZ\^cc^c\^c'%&(
;dg\ZcZg^XYgj\h!egdk^YZ[ZYZgVahjWh^Y^Zhd[,*d[i]Z\ZcZg^XYgj\XdhiWn'%'%[dg
egZhXg^ei^dchÒaaZY^ci]ZBZY^XVgZEVgi9XdkZgV\Z\Vee]VhZY^cWZ\^cc^c\^c'%&&0
 7ZilZZc'%&)VcY'%&.!gZYjXZi]Zdji"d["edX`ZiVbdjcii]VifjVa^ÒZhVcZcgdaaZZ[dgXViVhigde]^X
XdkZgV\Z0
ÄBV`ZEVgi9Xdhi"h]Vg^c\[dg[jaa"WZcZÒiYjVaZa^\^WaZWZcZÒX^Vg^ZhgZXZ^k^c\]dbZVcYXdbbjc^in"
WVhZYXVgZhZgk^XZhZfjVaidi]ZXdhi"h]Vg^c\[dgi]dhZl]dgZXZ^kZ^chi^iji^dcVaXVgZ:[[ZXi^kZcd
ZVga^Zgi]Vc?VcjVgn&!'%&'0
Ä:meVcYBZY^XVgZXdkZgV\Zid^cY^k^YjVahl]d]VkZWZZcZmedhZYidZck^gdcbZciVa]ZVai]]VoVgYh
[gdba^k^c\^cVcVgZVhjW_ZXiidVcZbZg\ZcXnYZXaVgVi^dcbVYZVhd[?jcZ&,!'%%.VcY]VkZ
YZkZadeZYXZgiV^c]ZVai]XdcY^i^dchVhVgZhjai:[[ZXi^kZjedcZcVXibZci0
ÄEgdk^YZV&%WdcjheVnbZciideg^bVgnXVgZe]nh^X^VchVcYid\ZcZgVahjg\ZdchegVXi^X^c\^c]ZVai]
egd[Zhh^dcVah]dgiV\ZVgZVh![gdb'%&&i]gdj\]'%&*0VcY
ÄEgdk^YZeVnbZcihidiVa^c\)%%b^aa^dc^cÒhXVanZVgh'%&&VcY'%&'idfjVa^[n^c\]dhe^iVah^cXdjci^Zh
l^i]i]ZadlZhifjVgi^aZBZY^XVgZheZcY^c\0VcY
ÄEgd]^W^iBZY^XVgZ6YkVciV\ZeaVch[gdb^bedh^c\]^\]ZgXdhi"h]Vg^c\gZfj^gZbZcih[dghdbZ
BZY^XVgZXdkZgZYWZcZÒihi]Vc^hgZfj^gZYjcYZgi]ZigVY^i^dcVa[ZZ"[dg"hZgk^XZegd\gVb#:[[ZXi^kZ
?VcjVgn&!'%&&

Ldg`[dgXZ

>begdkZldg`[dgXZigV^c^c\VcYYZkZadebZci/
Ä:hiVWa^h]Vbjai^"hiV`Z]daYZgLdg`[dgXZ6Yk^hdgn8dbb^iiZZidYZkZadeVcVi^dcValdg`[dgXZhigViZ\n#
6eed^cibZcihbVYZWnHZeiZbWZg(%!'%&%
Ä>cXgZVhZi]ZcjbWZgd[<gVYjViZBZY^XVa:YjXVi^dc<B:igV^c^c\edh^i^dchWngZY^hig^Wji^c\
XjggZcianjcjhZYhadih!l^i]eg^dg^i^Zh\^kZcideg^bVgnXVgZVcY\ZcZgVahjg\ZgnVcYidhiViZhl^i]i]Z
adlZhigZh^YZcie]nh^X^Vc"id"edejaVi^dcgVi^dhZ[[ZXi^kZ?jan&!'%&&0^cXgZVhZÓZm^W^a^in^caVlhVcY
gZ\jaVi^dchi]Vi\dkZgc<B:[jcY^c\idegdbdiZigV^c^c\^cdjieVi^ZcihZii^c\hZ[[ZXi^kZ?jan&!'%&%0
VcYZchjgZi]ZVkV^aVW^a^ind[gZh^YZcXnegd\gVbh^cgjgVaVcYjcYZghZgkZYVgZVh#:hiVWa^h]IZVX]^c\
=ZVai]8ZciZgh!YZÒcZYVhXdbbjc^in"WVhZY!VbWjaVidgneVi^ZciXVgZXZciZgh!^cXajY^c\[ZYZgVaan
fjVa^ÒZY]ZVai]XZciZghVcYdi]Zg[ZYZgVaan"[jcYZY]ZVai]XZciZghi]ViVgZZa^\^WaZ[dgBZY^XVgZ
eVnbZcih[dgi]ZZmeZchZhVhhdX^ViZYl^i]deZgVi^c\eg^bVgnXVgZgZh^YZcXnegd\gVbh#>c^i^Va
Veegdeg^Vi^dc^cÒhXVanZVg'%&%
Ä>cXgZVhZldg`[dgXZhjeeanVcYhjeedgiigV^c^c\d[]ZVai]egd[Zhh^dcVahi]gdj\]hX]daVgh]^ehVcY
adVch0hjeedgieg^bVgnXVgZigV^c^c\VcYXVeVX^inWj^aY^c\0egdk^YZhiViZ\gVcihidegdk^YZgh^c
bZY^XVaanjcYZghZgkZYVgZVh0igV^cVcYgZXgj^iegdk^YZghidhZgkZ^cgjgVaVgZVh0ZhiVWa^h]VejWa^X
]ZVai]ldg`[dgXZadVcgZeVnbZciegd\gVb0egdk^YZbZY^XVagZh^YZcihl^i]igV^c^c\^cegZkZci^kZ
bZY^X^cZVcYejWa^X]ZVai]0egdbdiZigV^c^c\d[VY^kZghZldg`[dgXZ0VcYegdbdiZXjaijgVa
XdbeZiZcXZigV^c^c\d[]ZVai]XVgZegd[Zhh^dcVah#:[[ZXi^kZYViZhkVgnHjeedgii]ZYZkZadebZci
d[^ciZgY^hX^ea^cVgnbZciVaVcYWZ]Vk^dgVa]ZVai]igV^c^c\egd\gVbhZ[[ZXi^kZÒhXVanZVg'%&%VcY
ZhiVWa^h]VigV^c^c\egd\gVb[dgdgVa]ZVai]egd[Zhh^dcVah#;jcYhVeegdeg^ViZY[dgh^mnZVghWZ\^cc^c\
^cÒhXVanZVg'%&%
Ä6YYgZhhi]Zegd_ZXiZYh]dgiV\Zd[cjghZhVcYgZiZci^dcd[cjghZhWn^cXgZVh^c\i]ZXVeVX^in[dg
ZYjXVi^dc!hjeedgi^c\igV^c^c\egd\gVbh!egdk^Y^c\adVcgZeVnbZciVcYgZiZci^dc\gVcih!VcY
XgZVi^c\VXVgZZgaVYYZgidcjgh^c\#>c^i^VaVeegdeg^Vi^dc^cÒhXVanZVg'%&%Egdk^YZ\gVcih[dgje
idi]gZZnZVghidZbeadnVcYegdk^YZigV^c^c\id[Vb^ancjghZegVXi^i^dcZghl]degdk^YZeg^bVgnXVgZ
^c[ZYZgVaanfjVa^ÒZY]ZVai]XZciZghVcYcjghZ"bVcV\ZY]ZVai]Xa^c^Xh#;jcYhVeegdeg^ViZY[dgÒkZ
nZVghWZ\^cc^c\^cÒhXVanZVg'%&&
ÄHjeedgii]ZYZkZadebZcid[igV^c^c\egd\gVbhi]Vi[dXjhdceg^bVgnXVgZbdYZahhjX]VhbZY^XVa
]dbZh!iZVbbVcV\ZbZcid[X]gdc^XY^hZVhZ!VcYi]dhZi]Vi^ciZ\gViZe]nh^XVaVcYbZciVa]ZVai]
hZgk^XZh#;jcYhVeegdeg^ViZY[dgÒkZnZVghWZ\^cc^c\^cÒhXVanZVg'%&%
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8dbbjc^in]ZVai]
XZciZghVcYhX]dda"
WVhZY]ZVai]XZciZgh

>begdkZVXXZhhidXVgZWn^cXgZVh^c\[jcY^c\Wn&&W^aa^dc[dgXdbbjc^in]ZVai]XZciZghVcYi]Z
CVi^dcVa=ZVai]HZgk^XZ8dgehdkZgÒkZnZVghZ[[ZXi^kZÒhXVanZVg'%&&0ZhiVWa^h]^c\cZlegd\gVbh
idhjeedgihX]dda"WVhZY]ZVai]XZciZghZ[[ZXi^kZÒhXVanZVg'%&%VcYcjghZ"bVcV\ZY]ZVai]Xa^c^Xh
HJBB6GND;C:L=:6AI=G:;DGBA6L
Z[[ZXi^kZÒhXVanZVg'%&%#
IgVjbVXVgZ

:hiVWa^h]VcZligVjbVXZciZgegd\gVbidhigZc\i]ZcZbZg\ZcXnYZeVgibZciVcYigVjbVXZciZg
XVeVX^in#;jcYgZhZVgX]dcZbZg\ZcXnbZY^X^cZ!^cXajY^c\eZY^Vig^XZbZg\ZcXnbZY^XVagZhZVgX]!VcY
YZkZadeYZbdchigVi^dcegd\gVbhidYZh^\c!^beaZbZci!VcYZkVajViZ^ccdkVi^kZbdYZah[dgZbZg\ZcXn
XVgZhnhiZbh#;jcYhVeegdeg^ViZYWZ\^cc^c\^cÒhXVanZVg'%&&

EjWa^X]ZVai]VcY
Y^hVhiZgegZeVgZYcZhh

:hiVWa^h]VXdbb^hh^dcZYGZ\jaVg8dgehVcYVGZVYnGZhZgkZ8dgeh[dghZgk^XZ^ci^bZd[VcVi^dcVa
ZbZg\ZcXn#;jcYhVeegdeg^ViZY[dgÒkZnZVghWZ\^cc^c\^cÒhXVanZVg'%&%

GZfj^gZbZcih[dg
cdc"egdÒi]dhe^iVah

>bedhZVYY^i^dcVagZfj^gZbZcihdccdc"egdÒi]dhe^iVahidXdcYjXiVXdbbjc^incZZYhVhhZhhbZci
ZkZgni]gZZnZVghVcYVYdeiVc^beaZbZciVi^dchigViZ\nidbZZii]Z^YZci^ÒZYcZZYh!VYdeiVcYl^YZan
ejWa^X^oZVÒcVcX^VaVhh^hiVcXZeda^Xni]Vi^cY^XViZhl]Zi]Zg[gZZdgY^hXdjciZYXVgZ^hVkV^aVWaZVcY
]dlidVeean[dgi]ZVhh^hiVcXZ!a^b^iX]Vg\ZhideVi^Zcihl]dfjVa^[n[dgÒcVcX^VaVhh^hiVcXZidi]Z
Vbdjci\ZcZgVaanW^aaZYid^chjgZYeVi^Zcih!VcYbV`ZgZVhdcVWaZViiZbeihidYZiZgb^cZZa^\^W^a^in[dg
ÒcVcX^VaVhh^hiVcXZWZ[dgZjcYZgiV`^c\ZmigVdgY^cVgnXdaaZXi^dcVXi^dch#>bedhZViVmd[*%!%%%eZg
nZVg[dg[V^ajgZidbZZii]ZhZgZfj^gZbZcih#:[[ZXi^kZ[dgiVmVWaZnZVgh[daadl^c\ZcVXibZci

6bZg^XVc>cY^Vch

GZVji]dg^oZVcYVbZcYi]Z>cY^Vc=ZVai]8VgZ>begdkZbZci6Xi#:[[ZXi^kZjedcZcVXibZci

;>C6C8>C<
8dkZgV\ZVcYÒcVcX^c\

I]Z8dc\gZhh^dcVa7jY\ZiD[ÒXZ87DZhi^bViZhi]ZcZl]ZVai]gZ[dgbaVll^aaegdk^YZXdkZgV\Zid
VcVYY^i^dcVa('b^aa^dcl]Zc[jaan^beaZbZciZY^c'%&.i]gdj\]VXdbW^cVi^dcd[i]ZcZlanXgZViZY
:mX]Vc\ZhVcYi]ZBZY^XV^YZmeVch^dc#
87DZhi^bViZhi]ZXdhid[i]ZXdkZgV\ZXdbedcZcihd[i]ZcZlaVlidWZ.(-W^aa^dcdkZgiZcnZVgh#
I]ZhZXdhihVgZÒcVcXZYi]gdj\]VXdbW^cVi^dcd[hVk^c\h[gdbBZY^XVgZVcYBZY^XV^YVcYcZliVmZh
VcY[ZZh!^cXajY^c\VcZmX^hZiVmdc]^\]"Xdhi^chjgVcXZ!l]^X]87DZhi^bViZhl^aagV^hZ('W^aa^dcdkZg
iZcnZVgh#87DVahdZhi^bViZhi]Vii]Z]ZVai]gZ[dgbaVll^aagZYjXZi]ZYZÒX^iWn&')W^aa^dcdkZgiZc
nZVgh#

HdjgXZhd[^c[dgbVi^dc

lll#YZbdXgVi^XaZVYZg#]djhZ#\dk$
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