Health Committee Staff
 
   
Ze-Emanuel Hailu, Senior Counsel
Emily Balkan, Policy Analyst 
Jeanette Merrill, Finance Analyst
[image: image1.png]Certificate of Need (CON)
Application

Public
Need

Review

H

Financial
Feasibility
Review

haracter & Competence Architectural and
and Programmatic Engineering
Review Review.

H Lepllh'virw‘





THE COUNCIL OF THE CITY OF NEW YORK
BRIEFING PAPER OF THE HUMAN SERVICES DIVISION
Jeffrey Baker, Legislative Director
Andrea Vazquez, Deputy Director, Human Services Division
COMMITTEE ON HOSPITALS
Hon. Carlina Rivera, Chair

October 3, 2018

Oversight: Changes in the Delivery of Health Care Services – 
Moving towards a Community-Based Outpatient Model
I. Introduction
On October 3, 2018, the Committee on Hospitals, chaired by Council Member Carlina Rivera, will hold a hearing on changes in the delivery of health care services, specifically regarding the move towards a community-based outpatient model. The hearing will explore the changing health care landscape in the City and the context in which these changes are occurring. Hospitals are in the process of transforming the way they provide care to communities by expanding the availability of outpatient and community-based services while concurrently reducing inpatient capacity. The Committee will explore these developments, and examine hospitals’ and health care service providers’ engagement with relevant communities during this period of transition, as well as the impact these changes have had and will have on how communities access health care services. Representatives from Health + Hospitals (H+H), voluntary hospitals, and various advocates have been invited to testify.
II. The Changing Health Care Landscape
The health care landscape is shifting as hospitals, physicians, insurers (both private and public), and advocates continue to discuss, design, implement, and evaluate the most effective ways to provide meaningful and effective care to patients and communities. The Centers for Medicare and Medicaid Services (CMS) has embraced the commonly referenced “triple-aim” of health care innovation: providing better care for individuals, bettering the overall health of the population, and lowering costs by improving health care.

 To help achieve these goals, CMS developed the CMS Innovation Center, which allows the Medicare and Medicaid programs to test various payment and service delivery models with the mission of improving care, lowering costs, and supporting patient-centered practices.
 In April 2014, Governor Cuomo announced that New York had finalized terms and conditions with the federal government for a waiver that would allow the state to reinvest $8 billion in Medicaid redesign efforts, with most of the funding dedicated to a new comprehensive reform called the Delivery System Reform Incentive Payment (DSRIP) program.
 DSRIP aims to address critical issues throughout the state, and embodies the triple-aim, which includes the goal of achieving a 25 percent reduction in avoidable hospitalizations over five years.
 

DSRIP is in its fourth year and is comprised of 68 hospitals as well as providers and community-based organizations.

 Together, these entities work to provide individuals with Medicaid and those who are uninsured with higher quality and more coordinated care, in part by connecting patients to primary care.
 According to the New York State Department of Health (DOH), a relatively small amount of patients are frequently and repeatedly admitted to the emergency department, at times for preventable reasons, resulting in costly care.
 According to DOH, such individuals would benefit from enhanced person-centered care in order to receive the care they need in more effective, safe, and meaningful ways, such as addressing chronic conditions on an ongoing, out-patient basis.
 
Although these efforts have demonstrated promising results, such as reduced hospitalizations and the implementation of programs designed to address unmet community needs, they have also had some potentially concerning consequences. For example, when individuals with Medicare visit the hospital they often receive care while under an outpatient observation status instead of an inpatient status, and this can result in various issues, including higher costs, for the patient.
 Additionally, many advocates in New York State feel that the DSRIP program struggles to effectively leverage community-based organizations in order to best serve patients and their communities.

III. Overview of Hospital Transformations in New York
The creation of both state and federal initiatives aiming to reduce avoidable hospitalizations has increased incentives to provide care in innovative ways, often with a community-centered focus. Nationally, hospitals are shifting away from traditional inpatient facilities, with health care providers investing in outpatient clinics, same-day surgery centers, free-standing emergency rooms, and microhospitals, which offer as few as eight beds for overnight stays.
 New York City hospitals have not been immune to this shift.  The focus on population health and delivering patient-centered care has fostered new health care delivery models in New York State, such as Patient-Centered Medical Homes and Accountable Care Organizations, and promotes the community-based delivery of preventative and primary care.
 
The Commission on Health Care for Our Neighborhoods, a blue-ribbon commission established by Mayor de Blasio in April 2016,
 has reported a decline in inpatient utilization rates and stressed the need for H+H to use its resources to expand and provide more appropriate, convenient, and coordinated care in outpatient settings.
 H+H continues to focus on addressing the needs of the community in accessible and meaningful ways, and this provides a great example of the transition in of the provision of health care services in New York City. 
As the focus shifts to community-based outpatient care, hospital transformations, including closures and consolidations, have increased in frequency.
 Over the last 20 years, 41 hospitals in New York State have closed all of their inpatient services, and the overall number of community hospitals has decreased.
 According to DOH, 78 mergers or acquisitions were approved or pending between 2011 and September 2017.
 764 hospital beds were lost between 2015 and 2017 throughout the state, and the rate at which hospitals are shedding hospital beds has increased.
 As a result, the twelve largest non-profit health systems in New York State are now in control of half of all acute care hospitals and 70 percent of the inpatient acute care beds in the state.

IV. The Hospital Transformation Process in New York
A state-mandated review process, known as the Certificate of Need (CON) program, governs the establishment, ownership, construction, renovation and change in service of health care facilities in New York.
 Prior to establishing or constructing new facilities, renovating existing facilities or programs, adding or deleting services, modifying service areas, acquiring major medical equipment, or changing ownership of facilities, agencies or programs, health care facilities are required to submit a CON application and obtain approval from DOH or the Public Health and Health Planning Council (PHPPC).
 CON proposals submitted by hospitals are subject to three different standards of review, depending on what the proposals involve: Full Review, Administrative Review, and Limited Review. 

Full Review

In general, any proposal with a cost in excess of $30 million for general hospitals, and in excess of $15 million for all other facilities, is subject to full review.
 More specifically, proposals subject to full review include those involving the addition of hospital beds, the conversion of beds to categories not already existing in a facility, the addition of or changes in the delivery of certain services,
 changes in ownership and consolidations, establishment of new facilities, relocation of cardiac catheterization services within a hospital network, the addition of Percutaneous Cardiac Intervention (PCI) services to a hospital without existing cardiac surgery, and a project eligible for administrative review that receives a recommendation of disapproval by DOH staff.
 
The PHPPC reviews all proposals subject to full review, and makes recommendations to the Commissioner of Health regarding major construction, renovation, major medical equipment acquisition, and the addition of beds and specialized services. The PHPPC has final decision-making authority over changes in ownership and over the establishment of new facilities. 

Administrative Review

Generally, proposals with total costs between $15 Million and $30 Million are eligible for an administrative review and do not require a PHPPC recommendation.
 However, proposals where costs do not exceed 10% of a hospital facility’s operating budget or $100 Million may also qualify for administrative review.

For example, proposals eligible for an administrative review include, but are not limited to, the relocation of main sites of diagnostic and treatment centers, relocation of extension clinics that include addition of services, emergency room replacements, renovations or modernizations (unless cost considerations merit a full review process), addition of dialysis stations by a facility approved to operate dialysis stations, and the addition of hospital operating rooms (subject to cost considerations).

 Limited Review

Proposals eligible for limited review generally include those with a total project cost of $15 Million or less, and do not require a recommendation from the PHPPC. Examples of such proposals are those to perform minor construction, acquire, relocate, install or modify certain medical equipment, decertify facility beds or services, convert beds within certain approved categories, relocate extension clinics without addition of services within the same service area, and a change in the category of services offered, hours of operation, or relocation of a part-time clinic site.

The following chart illustrates the general CON review and decision-making process.
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V. The Results of Hospital Transformation

The shift away from inpatient care has led to a greater focus on the provision of community-based services throughout the City, State, and country. There is currently an emphasis on bringing care to the community, as reflected in the City’s Neighborhood Health Action Centers, which offer primary and mental health care, health and wellness classes, community organizing activities, and more all under one roof.
 Due to the shifting landscape, the health care workforce has also experienced changes, such as an increase in the demand for nurses, nurse practitioners, physician assistants, medical assistants, care coordinators, and certified nurse aides.

Research suggests that patients treated at home instead of in a hospital face fewer complications, and experience higher satisfaction, lower mortality, and lower costs.
 In 2014, the Mount Sinai Health System began a hospital-at-home program for patients stable enough to be cared for in their homes.
 Mount Sinai claims that when their patients can be treated outside of the hospital and in the comfort of their own homes, they can experience improved care coordination and continuity of care, and their risk of admission and readmission to the hospital is reduced.
 However, studies show that, as medical care shifts from the hospital to homes, families take on more complex medical tasks and this can result in medical mistakes, infections, and other issues.

There has been an increase in the number of outpatient clinics and urgent care centers, with approximately 12,000 across the country.
 Clinics provide quick and easy access to medical care for those with medical concerns that can be addressed by a nurse practitioner or primary care doctor, and which may have otherwise been addressed in a hospital’s emergency room.
 Experts argue that the quality of care one receives at a clinic is comparable to that of a traditional primary care doctor, although there is debate about whether visiting a traditional primary care doctor is more effective due to the patient-provider relationship and other factors.
 Traditional doctors have reported feeling pushed out of the health care landscape due to these clinics, and office visits to primary care doctors declined by 18 percent from 2012 to 2016.
 Doctors in small practices feel pressured to join large health systems, and, as of 2016, large hospital groups employed 43 percent of the nation’s primary care doctors.
 
Hospital consolidation has various effects on the community. Experts say that large health organizations can more easily manage population health and health care, facilitate electronic information exchange, accept risk in value-based purchasing arrangements, and provide support to failing community hospitals through consolidation.
 However, studies show that prices increase when hospitals consolidate, with one study finding that prices were 12 percent higher on average in areas where one hospital dominated the market versus areas with at least four competitors.
 CMS is trying to address part of this issue by expanding a policy that calls for “site-neutral” payments, because they currently pay doctors’ offices higher rates once they are affiliated with a larger hospital system, even if the doctors provide the same exact care as before.
 By expanding this policy, CMS would save both the Medicare program and Medicare recipients a combined $760 million next year.
 

There is concern that hospital consolidation will leave people with little to no access to needed inpatient services. For example, H+H has seen a significant increase in the hospitalization of patients requiring mental health services in recent years. According to a report released by the Independent Budget Office (IBO) in July of 2017, mental health hospitalizations at the 11 hospitals that comprise H+H grew from 20,550 in 2009 to 24,705 in 2014, an increase of roughly 20 percent.
 However, over the same six-year period, mental health hospitalizations decreased by approximately 5 percent among the voluntary hospitals in New York City.
 
Another example is the transformation of Mount Sinai Beth Israel Hospital. In May 2016, the Mount Sinai system announced plans to close the 800-bed Mount Sinai Beth Israel Medical Center and replace it with a new 70-bed Mount Sinai Downtown Beth Israel Hospital and emergency room with a network of outpatient centers and doctors’ offices.
 There has been debate about whether the new plan can effectively meet the needs of the community, and there are concerns about the manner in which the community was engaged in this process.

VI. Conclusion
New York City’s hospital landscape is changing. The availability of outpatient and community-based services is increasing, with a concurrent reduction in inpatient capacity. The Committee is interested in learning more about these changes and their impact on communities. 
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