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October 7, 2009

Governor Phil Bredesen
The Capitol
Nashville, TN

Re: First edition of the State Health Plan
Dear Governor Bredesen:

Included with this letter for your review is the first edition of the State Health Plan, the purpose of
which is to “guide the state in the development of health care programs and policies and in the
allocation of health care resources in the state.”

TCA 8§ 68-11-1625 (d) requires that the State Health Plan be submitted to the Health Services and
Development Agency for comment (accomplished during June, 2009) and then to the Governor
“for approval and adoption.”

The Division of Health Planning has worked with Deputy Governor Morgan as well as with the
Commissioners and staff of the Departments of Health and of Mental Health and Developmental
Disabilities (as well as staff of other departments and agencies and the members of the State
Health Plan Advisory Committee) in the development of this document. This first edition of the
State Health Plan accomplishes the following:

o Revises the standards and criteria for two Certificate of Need program areas (PET and
Cardiac Catheterization services);

o Establishes Five Principles for Achieving Better Health (based on the statutory health
planning policy statements set out in TCA § 68-11-1625(b));

e Provides data on the current status of the health of Tennesseans;
Establishes guidelines for revising the CON program’s standards and criteria; and

e Sets the stage over the course of the next year for public involvement in the creation of goals
and objectives for achieving better health in Tennessee.

Attached to this letter is a summary of the applicable statutory requirements, the opportunities for
comment provided to the public (as well as to the HSDA and an Advisory Committee), and the
next steps for the continued development of the State Health Plan.
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Please let me know if you have any questions, comments, or desired changes regarding this first
edition of the State Health Plan.

Sincerely,
Jefferson H. Ockerman

Attachment

Cc: Commissioner Dave Goetz
Deputy Governor John Morgan
Assistant Commissioner Mike Morrow
HSDA Executive Director Melanie Hill



Additional information on applicable statutory requirements, what is included in the first
edition of the State Health Plan, the process followed for receipt of comments on the State
Health Plan draft:

Statutory Charge. In 2004, the Tennessee General Assembly (General Assembly) passed
Public Chapter 942, an act relating to “health services and health planning” (codified as
Tennessee Code Annotated § 68-11-1625). This Public Chapter created the Division of
Health Planning within the Department of Finance and Administration and charged it with
developing a state health plan that “is updated at least annually” and that “shall guide the
state in the development of health care programs and policies and in the allocation of health
care resources in the state.” This Division has worked to develop this first edition of the
State Health Plan over the past 21 months.

What is included in the first edition of the State Health Plan. According to TCA § 68-11-
1602 (18), the State Health Plan “shall include clear statements of goals, objectives, criteria
and standards to guide the development of health care programs administered or funded by
the state of Tennessee through its departments, agencies or programs, and considered as
guidance by the Health Services and Development Agency when issuing certificates of
need.” TCA 8 68-11-1625(d)(1) requires “at a minimum,” that the State Health Plan must
include “guidance regarding allocation of the state’s health care resources.”

This first edition establishes Five Principles for Achieving Better Health (derived from the
statutory health policy statement in TCA 8 68-11-1625(b)), provides data on the current
status of the health of Tennesseans, establishes guidelines for revising the CON program’s
standards and criteria, sets new standards and criteria for two Certificate of Need (CON)
program areas (PET and Cardiac Catheterization Services), and sets the stage for a public
process to take place over the next year to create goals and objectives to guide the
development of the state’s health care programs.

Process for Approval and Adoption by the Governor. Tennessee Code Annotated 8§ 68-11-
1625(d) requires that the State Health Plan be submitted to the Health Services and
Development Agency (HSDA) for comment by its members and staff and then submitted to
the Governor for approval and adoption. This first edition of the State Health Plan was
submitted to the HSDA for comment on June 1, 2009, and the Agency members and staff
have provided their comments to this Division. The State Health Plan was also provided to
the general public, via the Division’s website and an email address list, and to the State
Health Plan Advisory Committee for comment. Previously, the new standards and criteria for
the two CON program areas were submitted to the HSDA and to the general public for
comment via the Division’s website and the email address list. Additional statutory
obligations placed on the Division of Health Planning regarding the State Health Plan are to
hold public hearings as needed and to provide for timely modification of the State Health
Plan in response to changes in technology, reimbursement, and other developments that
affect the delivery of health care.
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Notes on this first edition of the State Health Plan

This document is the foundation for a public dialogue between the Division of Health
Planning and the public to develop the vision and goals for future editions of the State
Health Plan. While this document presents the status of Tennesseans’ health today in
many areas, it also points out many information gaps on the issues of health care quality,
access, economic efficiencies, and workforce development. This first edition is meant to
provide a basis to inform the discussions the Division of Health Planning plans to hold
over the next year among consumers, providers, the health care sector, the public health
sector, and the broader community so that updated editions of the State Health Plan can
establish goals for the future of Tennesseans’ health that stakeholders can embrace.

On a more particular note, this first edition of the State Health Plan describes the process
for creating new standards and criteria for the Certificate of Need Program categories and
sets out new standards and criteria for positron emission tomography units and cardiac
catheterization services.

The Division of Health Planning recognizes that the current health care reform
discussions and potential legislation at the federal level, if implemented, will directly
impact the health of and the delivery of health care to Tennesseans. Funds made
available through the Health Information Technology for Economic and Clinical Health
Act and the American Recovery and Reinvestment Act of 2009 will also directly impact
the health of and the delivery of health care to Tennesseans.

The Division of Health Planning expressly thanks the members of the State Health Plan
Advisory Committee and the Tennessee Department of Health and the Tennessee
Department of Mental Health and Developmental Disabilities and their dedicated and
talented staffs for their invaluable assistance in developing this draft first edition of the
State Health Plan.
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Executive Summary

The Beginnings of a State Health Plan

In 2004, the Tennessee General Assembly (General Assembly) passed Public Chapter
942, an act relating to “health services and health planning.” This Public Chapter created
the Division of Health Planning within the Department of Finance and Administration
and charged it with developing a state health plan that “shall guide the state in the
development of health care programs and policies and in the allocation of health care
resources in the state.”

Why a State Health Plan?

Tennessee has been called one of the least healthy states in America: in one recent report,
we rank as the 47" healthiest state out of the 50 states and the District of Columbia.?
Tennessee is improving on some measures of health outcomes. For example, our rates of
tobacco use are falling, and our life expectancies are increasing. However, Tennessee is
failing to keep up with the rest of the nation in improving its population’s health: in
1990, Tennessee was ranked the 37" healthiest state. In addition, Tennessee’s health
system performance has ranked below average as well, though Tennessee improved to
39" in 2009 from 41% in 2007.°

Once developed, the State Health Plan will provide a collective vision for coordination
among state departments and agencies to work to improve the health of Tennesseans and
the performance of our health system. As conceived by the General Assembly, the State
Health Plan includes a vision for moving our current largely episodic health care system
to an integrated system of care, providing opportunities for economic efficiencies while
addressing the need for health promotion, health education, disease prevention, better
nutrition, and chronic disease management.

Purpose of this First Edition and Next Steps

This document is the beginning of a comprehensive and participatory health planning
process to coordinate Tennesseans’ efforts to improve our health. Over the next year, the
Division of Health Planning plans to hold several public meetings and convene focus
groups across the state to gather public input that will be incorporated into a new edition
of the State Health Plan. What we Tennesseans choose to value in terms of changing the
Tennessee system of health care delivery and in how we approach improving the health
of our citizens will be determined in this process.

The Planning Model: Public Input for the Updated Edition

In order to decide on a collective vision for improving health, we first need to identify
and understand the current status of health and health care delivery in Tennessee. This
first edition of the State Health Plan describes the current status of our health and
healthcare to establish benchmarks for measuring our progress over time. On a more
particular note, this first edition of the State Health Plan describes the process for creating
new standards and criteria for the Certificate of Need Program categories and sets out
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new standards and criteria for positron emission tomography units and cardiac
catheterization services.

Over the next year, the Division of Health Planning plans to provide individuals,
consumers, providers, the health care sector, the public health sector, and the broader
community opportunities to participate in the development of the State Health Plan. The
process, as envisioned, should seek input from these stakeholders through email, letters,
and a series of public meetings across the state to gather their views on improving the
health of Tennesseans. From this public input, the Division of Health Planning plans to
prepare an updated edition of the State Health Plan that will set forth a collective vision
of health goals and values for Tennessee.

The Framework for Tennessee’s Comprehensive State Health Plan — Five Principles
for Achieving Better Health

The following Five Principles for Achieving Better Health, based on the statutory health
planning policy statement created by the General Assembly, codified in Tennessee Code
Annotated § 68-11-1625 (b) and appearing in Appendix C, serve as the basic framework
for the State Health Plan. Through the public participatory process described above, the
Division of Health Planning plans for specific goals and policy directives related to each
of these areas, as well as to any others that are developed, to be established.

1. The purpose of the State Health Plan is to improve the health of Tennesseans.
Every person’s health is the result of the interaction of individual behaviors,
society, the environment, economic factors, and our genetic endowment.
Although not all determinants of health are discussed herein, this first edition of
the State Health Plan will present Tennessee’s current state of the following key
determinants of health: nutrition and exercise; chronic conditions; mental health
and substance abuse; preventive health care; and maternal and prenatal care. The
description of the current status of our health determinants is intended to support
an informed public discussion of how we as Tennesseans should work together to
achieve our common goal of improving our health.

2. Every citizen should have reasonable access to health care. Many elements
impact one’s access to health care, including existing health status, employment,
income, geography, and culture. In addition, many questions surround what
constitutes “reasonable” access to different types of health care, including
primary, emergency and trauma, mental health and substance abuse, dental, and
specialty care. The State Health Plan can provide standards for reasonable access
and offer policy direction to improve access. In addition, the State of Tennessee
currently seeks to expand access to health care through its Safety Net initiative,
Cover Tennessee, and multiple other programs and services. The State Health
Plan can serve a coordinating role to expand health care access through these
efforts, increasing both the effectiveness and the efficiency of the state’s
resources.
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3. The state's health care resources should be developed to address the needs of
Tennesseans while encouraging competitive markets, economic efficiencies and
the continued development of the state's health care system. The United States
health care system is economically inefficient in the sense that it is more
expensive and does not necessarily produce better health outcomes than those of
many other countries. Moreover, the provision of health care does not function
like most other capitalist markets for a variety of reasons, including the fact that
studies have shown that a greater supply of health care services can actually
increase demand for services, the existence of a lack of pricing and quality
transparency, and a misalignment of economic incentives. A State Health Plan
should work to identify opportunities to improve the efficiency of the state’s
health care system, and to encourage innovation and competition. However,
while competition can increase the efficiency of Tennessee’s health care system,
the State Health Plan must also consider the issue of ensuring that the health care
industry is able to make essential health care services accessible to every person
in Tennessee, regardless of ability to pay.

4. Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers. As a starting
point, the State Health Plan adopts the definition of “high quality care” used by
The Institute of Medicine of the National Academies, private nonprofit
institutions providing science, technology, and health policy advice under a
congressional charter.* That definition of “high quality care” is care that is safe,
effective, patient-centered, timely, efficient, and equitable. Yet, there has been
widespread recognition that much of the U.S. health care system is not meeting
high quality standards. While Tennesseans can be assured that health care
providers are held to certain professional standards by the state’s licensure
system, the federal Agency for Healthcare Research and Quality rated
Tennessee’s overall health care quality as “weak” in its 2007 report. In response
to high variability in the quality of care being provided, many health care
stakeholders are working to improve their quality of care through greater
adoption of best practices and data-driven evaluation. The State Health Plan will
define Tennessee’s strategy for measuring and improving the quality of care our
citizens receive.

5. The state should support the development, recruitment, and retention of a
sufficient and quality health care workforce. In the short term, Tennessee appears
to have a sufficient number of primary care physicians® and nurses (although they
are not necessarily proportionately distributed throughout the state, meaning
patient access to primary care is not uniformly available). Whether or not in the
future Tennessee will experience a health care workforce shortage, as has been
predicted for the United States as a whole, is an issue for further research and
discussion. However, the anticipated retirement of a large number of providers
and workforce professionals as well as the increasing health needs of the aging
Baby Boom generation indicate that the topic should be addressed sooner rather
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than later. The state should consider developing a comprehensive approach to
ensure the existence of a sufficient, qualified health care workforce, taking into
account issues regarding the safety net system, the number of providers at all
levels and in all specialty and focus areas, the number of professionals in teaching
positions, the capacity of medical, nursing, allied health and other educational
institutions, state and federal laws and regulations impacting capacity programs,
and funding. At the time of publication of this document, the current economic
recession, for a variety of reasons, has alleviated some of the nursing workforce
shortage pressures.

Using Data to Make Decisions: the Health Planning Decision Support System
Health-related data within state government are dispersed across multiple state
departments and agencies. The Health Planning Decision Support System (HPDSS),
currently under development by the Division of Health Planning, will bring data from a
variety of sources into a central system so users can retrieve, summarize, and analyze
data relevant to policy and programmatic decisions. The HPDSS will begin by bringing
county and zip-code level population health information together to support information-
seekers, analysts, and decision-makers in government agencies and health-related
organizations throughout Tennessee. The HPDSS will significantly enhance the ability
of the State Health Plan to guide the development of health-related programs and policies
and the allocation of health-related resources.

Certificate of Need Standards and Criteria

Tennessee’s Certificate of Need (CON) program seeks to deliver improvements in access,
quality, and cost savings through orderly growth management of the state’s health care
system. State law directs the Health Services and Development Agency (HSDA) to use
the State Health Plan as guidance in issuing CONs. Currently, the HSDA relies on the
standards and criteria contained in Tennessee’s Guidelines for Growth, 2000 Edition.
These standards and criteria have not been updated since 2000. As a result of research
performed by the staff of the Division of Health Planning in conjunction with a public
input process over the past year, this first edition of the State Health Plan contains
updates to the standards and criteria for positron emission tomography (PET) services
and for cardiac catheterization services. Each update to the certificate of need standards
will go through its own public review process, including submission to the HSDA and to
the public for comment, before being adopted by the Governor and included in future
editions of the State Health Plan. Standards and criteria will be tied to the State Health
Plan’s overarching goals and priorities.
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Chapter 1: Introduction and
Overview

In this chapter we present some background information regarding the State Health
Plan — why it is needed and its history, purpose, and future. We also present highlights
of the state’s current health initiatives.

The State Health Plan

The Tennessee General Assembly has recognized that a coordinated state health plan is
needed to direct the appropriate use of the state’s resources in improving the health of
Tennesseans. In this chapter, the rationale for a state health plan and the incremental
approach to its creation are discussed first. The Division of Health Planning
acknowledges the extensive work performed by many stakeholders in the past to develop
a health planning framework in Tennessee. This State Health Plan builds on their efforts.

The State’s Health Priorities

Brief highlights are then presented regarding the state’s focused efforts on driving
improvements in the health and mental health of its citizens by reducing the incidence of
chronic diseases and risk factors, improving access to health care through more access to
health insurance and to community-based long term care, and improving health care
quality and delivery through eHealth initiatives.

Why a State Health Plan?

Health is a complex issue with many determinants and influences, including our
individual behaviors, our cultures, the environment, the economy, and our own genes.
Given these complexities and the recognized need for a coordinated and participatory
approach to creating an effective State Health Plan, we must begin with a proposed
definition for “health.”

Since 1946, the World Health Organization (WHO) defines health as “a state of complete
physical, mental, and social well being, and not merely the absence of disease.”® As an
initial step for creating the foundation for the State Health Plan, the Division of Health
Planning will use this widely recognized definition of health.

Evidence points to there being a strong need to improve Tennesseans’ health. While
Tennessee has shown improvement in certain health outcome measurements, nationally,
Tennessee is ranked 47th out of 51 jurisdictions (including all states and the District of
Columbia) in terms of the overall health of its citizens.” In 1990, it was ranked 37th and
in 2007 it was ranked 46th.® In other words, in comparison to these other political
jurisdictions, Tennessee is not keeping up. The comparatively poor health of
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Tennesseans negatively impacts not only the quality of life of our citizens, but a wide
variety of other issues, including the economy of the state.

The Division of Health Planning recognizes that Tennessee’s lack of an integrated system
of health care contributes to poor health outcomes. Instead of a cohesive system with a
common vision and goals, Tennessee has a collection of services provided, with some
levels of cooperation, by the public health sector, communities, and the private health
care sector. The Commonwealth Fund, a respected national health care think tank,
ranked Tennessee’s health system performance 39" in 2009 — an improvement from 41%
in 2007 — based on benchmarks for 38 indicators of access, quality, costs, and health
outcomes.” The Division of Health Planning believes that providing a process through
which we can create a common vision among all sectors of the health system will enable
the state’s departments and agencies in a coordinated fashion to move towards meeting
key policy area goals for improving the health of Tennesseans.

This document, the first edition of Tennessee’s State Health Plan, is the foundation for a
public process that is planned to develop the vision and goals for future editions of the
State Health Plan. While this document presents the status of Tennesseans’ health today
in many areas, it also recognizes many information gaps on the issues of quality, access,
economic efficiencies, and workforce development. This first edition is meant to provide
a basis to inform the discussions planned to be held over the next year among consumers,
providers, the health care sector, the public health sector, and the community so that
updated editions of the State Health Plan can establish goals and objectives for the future
of Tennesseans’ health that stakeholders can embrace.

Statutory Policy Statement for the State Health Plan.

In 2004, Public Chapter 942 passed by the General Assembly created the Division of
Health Planning in the Department of Finance and Administration and charged it with
developing a State Health Plan. According to this law, the State Health Plan *“shall
include clear statements of goals, objectives, criteria and standards to guide the
development of health care programs administered or funded by the state of Tennessee
through its departments, agencies or programs, and considered as guidance by the Health
Services and Development Agency when issuing certificates of need....The plan shall
guide the state in the development of health care programs and policies and in the
allocation of health care resources in the state.”’® Tennessee Code Annotated § 68-11-
1625(b) provides a statement of policy that is the basis for the Five Principles for
Achieving Better Health, discussed in Chapter 3.** This policy statement appears in
Appendix C.

Tennessee Code Annotated § 68-11-1625(d) requires that the State Health Plan be
submitted to the Health Services and Development Agency for comment by its members
and staff and then submitted to the Governor for approval and adoption.’? Additional
statutory obligations placed on the Division of Health Planning regarding the State Health
Plan are to evaluate and update the State Health Plan at least annually, to hold public
hearings as needed, and to provide for timely modification of the State Health Plan in
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response to changes in technology, reimbursement, and other developments that affect
the delivery of health care.®

The Incremental Approach to Creating a State Health Plan

The Division of Health Planning, with the advice of its Advisory Committee,*
recognizes that the creation of a complete and meaningful state health plan is a dynamic,
ongoing enterprise. Consequently, this first edition of the State Health Plan is neither all
inclusive nor final. Additionally, there are numerous plans mandated by the General
Assembly or funding agencies that are currently in place or in development. Appendix D
lists many of these, and all of them should be considered as specific components of the
Tennessee State Health Plan.

Not only does the Tennessee Health Services and Planning Act anticipate annual updates
to the State Health Plan in response to changes in technologies, reimbursement methods,
and circumstances, but the Division of Health Planning believes that this document
should represent a launching pad for further discussions, education, and policy changes.
Consequently, the State Health Plan is being developed incrementally, focusing in this
edition on: 1) establishing the state’s current specific health priorities; 2) identifying the
initial Five Key Policy Areas of the State Health Plan; 3) providing the process for
revising standards and criteria of the Certificate of Need program areas, as well as newly
revised standards and criteria for positron emission tomography services and cardiac
catheterization services; and 4) explaining the need for and the process for developing the
Health Planning Decision Support System.

Planning Model

The health planning process is modeled after those of many other states. These models
seek ideas and comments from a wide range of identified stakeholders. After reviewing
many of these health plans, the Division of Health Planning initially has identified the
following stakeholder groups, which are referred to throughout this document:

» Individuals/Health Care Consumers

= Providers (health care/health professionals and specialists, including mental
health and substance abuse professionals, hospitals, ambulatory care
organizations, and other health care professionals)

= Health Care Sector (including, but not limited to, health insurance plans,
purchasers of health insurance, durable medical equipment and other suppliers
and ancillary businesses, pharmaceutical companies, and health care educators)

= Public Health Sector (including government health care employees and social
workers)

= Community (other stakeholders who may not be included in the above groups)
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An Overview of the State’s Current Focus Areas

This section highlights state government’s current priority initiatives designed to improve
the health of Tennesseans, centering on three areas, set forth below. It should be noted
that progress on these initiatives is directly impacted by the ability of the state to provide
resources to them and that reductions in the state’s budget as a result of the current
economic recession may negatively impact these initiatives as well as other health and
health care programs of the state.

= Driving improvements in the health of Tennesseans by addressing the
complexities of chronic diseases and their risk factors, coordinated school health,
and providing mental health resources;

= Ensuring Tennesseans have improved access to health care through more access
to health insurance and a new emphasis on expanding access to and utilization of
cost-effective home and community-based alternatives to institutional care for
Medicaid-eligible individuals through the Long-Term Care Community Choices
Act of 2008 (http://tennessee.gov/tenncare/forms/pc1190.pdf/); and

= Improving health care quality and delivery through eHealth initiatives to provide
for the exchange of electronic health information in Tennessee, ensuring that
providers have complete patient information at the point of care.

Addressing the Complexities of Chronic Diseases and Risk Factors Associated with
Them

In the United States and in Tennessee chronic health conditions such as diabetes, heart
disease, and cancer are the leading cause of death and disability.*> There are several state
government initiatives to address chronic disease, including smoking cessation, a new
State Healthcare Report Card on Diabetes and Hypertension, and Coordinated School
Health programs.

Smoking Cessation.

Smoking is a major risk factor for heart disease, stroke, and lung cancer, and is the single
most preventable cause of disease and death in the United States.'® Tennessee has one of
the highest rates of smoking in the United States and also, not surprisingly, one of the
highest rates of heart disease, stroke, and lung cancer. Additionally, smoking during
pregnancy can lead to pregnancy complications and serious health problems in
newborns.’” The State’s Smoking Cessation initiative is a combination of two programs
overseen by the Tennessee Department of Health (TDOH) and an increase in the tobacco
sales tax:
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Tennessee Non-Smokers Protection Act — Beginning October 1, 2007,
Tennesseans were able to breathe smoke free at numerous restaurants, hotels, and
many other establishments as a result of the Tennessee Non-Smokers Protection
Act. This law, enforced by the TDOH, makes it illegal to smoke in most places
where people work (http://health.state.tn.us/smokefreetennessee/).

Tennessee Tobacco QuitLine — The Tennessee Tobacco QuitLine is a toll-free
telephone service that provides personalized support for Tennesseans who want to
quit smoking or chewing tobacco. Participants are assigned “quit coaches” who
assist them in developing individualized quitting plans and work with them for an
entire year. This free program has a 25 percent successful quit rate after 12
months. (http://health.state.tn.us/tobaccoquitline.htm; 1-800-QUIT NOW)

Increase in the Tobacco Sales Tax — Effective July 1, 2007, the state tax on
cigarettes increased from $0.20 to $0.62 per pack. Additional annual revenues
from the increase are earmarked for education (estimate: $195 million),
agricultural enhancements (estimate: $21 million) and trauma centers statewide
(estimate: $12 million) (http://tennessee.gov/revenue/misc/cigtaxincrease.htm).

State Healthcare Report Card on Diabetes and Hypertension

The Health Quality Initiative, a study group of state government health, health care, and
health planning experts and private sector volunteers convened by M. D. Goetz, Jr., the
Commissioner of Finance and Administration for the state, produced the State Healthcare
Report Card Version 1.1 — Diabetes and Hypertension in March 2009 (available at the
Division of Health Planning’s website: www.state.tn.us/finance/HealthPlan/dhpshtml.
This report, for the first time, provides information on these two conditions at county and
regional levels within Tennessee. The Health Quality Initiative will build on the lessons
learned in creating this report for increased analysis of the quality of health care at the
local level. This document is included as an attachment to the State Health Plan.

Coordinated School Health

Healthy habits begin in childhood, so the time that children spend in school is an
opportunity to create healthy behaviors that will last into adulthood. In 2006, the General
Assembly passed and Governor Phil Bredesen signed into law funding for coordinated
school health for every Local Education Agency (LEA) in every school district in
Tennessee. The statewide coordinated school health program is the first of its kind in the
nation, and builds upon a five-year pilot project at ten sites in Tennessee. In addition,
coordinated mental health assistance has been added to the program. The General
Assembly has further shown its commitment to encouraging healthy behaviors in schools
with a 2004 law mandating healthy food in vending machines in public schools.

Physical Health in Public Schools

The Office of Coordinated School Health within the Tennessee Department of
Education (TDOE) has made Tennessee a national leader in implementing the
Centers for Disease Control’s coordinated school health model. The Office of
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Coordinated School Health works with local education departments on the
following eight components of school health: nutrition; physical education,
activity, and wellness; healthy school environment; mental health and school
counseling; school staff wellness; student, family, and community partners; health
services; and health education. Coordinated school health programs create
partnerships at the state and local level with county health departments,
universities, businesses, hospitals, and non-profit organizations. The project has
brought in four million dollars in grants and in-kind contributions at the local
level as a result of its partnerships.®

Tennessee law requires all public schools to include 90 minutes of physical
education per week during school hours from kindergarten to 12" grade. All local
education agencies (LEAS) are also required to screen students in grades K, 2, 4,
6, and 8 for vision, hearing, body mass index (BMI), and blood pressure. In the
2007-2008 academic year, the first year of implementation, 80.6 percent of
schools were compliant.® Some LEAs also conducted dental screenings (39
percent), BMI and blood pressure screenings in high school, and/or scoliosis
screenings in 6th grade (41 percent).?® As a result of the required and optional
screenings, 104,532 students were referred to doctors, with most referrals for BMI
(45 percent), vision (27 percent), and dental (14 percent). Without these screening
these children might not have received care for their conditions.?*

Mental Health in Schools

The TDOE Office of Schools and Mental Health has a $301,010 18-month grant
from the United States Department of Education Office of Safe and Drug Free
Schools for Coordinated School Health coordinators to integrate schools’ health
and mental health systems. School staff, from teachers to administrators to bus
drivers, will be trained to recognize signs of mental health problems and know
how to make referrals to the appropriate person.

In addition, in Project BASIC (Better Attitudes and Skills in Children) the
Tennessee Department of Mental Health and Developmental Disabilities
(TDMHDD) places child development consultants in elementary schools to
identify and refer children with severe emotional disturbance. TDMHDD also
oversees and supports school based mental health services by providing liaisons
who train teachers to provide positive behavioral supports and behavior plans.
Liaisons also see youth for brief interventions and guide groups of children in
anger management and communication skills enhancement.

Healthy Food Sold in Schools

In 2004 the General Assembly passed and Governor Bredesen signed into law
new nutritional guidelines for food sold during school hours on public school
grounds in Tennessee. As a result, Tennessee selectively prohibits, as set forth
below, the sale of sodas, other high calorie beverages, high fat snack foods, salty
snack foods, and other unhealthy foods at public schools (only water, 100 percent
fruit juice, low-fat or no-fat milk, and low calorie drinks can be sold as
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beverages). The law applies fully to grades k-5; schools of grades 6-8 must
implement 50 percent of the nutritional quality standards; schools of grades 9-12
are exempt.??

Mental Health Resources®

Behavioral Health Safety Net

The TDMHDD provides essential mental health services to 19,716 impoverished and
uninsured severely and/or persistently mentally ill people through the Behavioral Health
Safety Net. The program was created to help mentally ill people who were disenrolled
from TennCare, Tennessee’s Medicaid program, during the reforms of 2005.

The Behavioral Health Safety Net is a partnership between the TDMHDD and 19 local
mental health agencies. The Behavioral Health Safety Net provides assessment,
evaluation, diagnostic, and therapeutic sessions; case management; psychiatric
medication management; lab work related to medication management; and pharmacy
assistance and coordination.

The Behavioral Health Safety Net partners with the Cover Tennessee Cover Rx program
for pharmacy services including discounts on generic and brand name drugs plus one
atypical antipsychotic drug per month with a $5.00 co-pay. In 2007 the program was
expanded so that lithium and Depakote could be available with a $5.00 co-pay.

An additional 12,000 very low income Tennesseans diagnosed with severe and persistent
mental illness were transferred from TennCare to the Behavioral Health Safety Net in
January 2009.

Access to Recovery

The TDMHDD administers the U.S. Department of Health and Human Services (HHS)
Substance Abuse and Mental Health Services Administration (SAMHSA) Access to
Recovery (ATR) Grant to provide an array of treatment and recovery services for
Tennesseans with substance abuse problems. This grant provides enhanced referral
collaboration with the criminal justice system; expands a statewide culturally competent
provider network of both faith and community-based agencies; and develops a strengths-
based case management model that allows individuals to achieve and maintain recovery
by offering consumer choice while improving access to clinical treatment and recovery
support. TDMHDD staff provides guidance, monitoring and oversight of this important
recovery program.

Crisis Stabilization Units

The TDMHDD in collaborative funding with the Bureau of TennCare has established
regional crisis stabilization units (CSUs) across Tennessee. The CSUs provide 24-hour,
seven days a week, walk-in and short-term stabilization services for individuals with
mental health and substance abuse issues. They provide assessment, triage, medication
management, and group and individual therapy as well as opportunities for clients to
work with a wellness recovery consumer specialist. CSUs offer care in a less restrictive
setting than a psychiatric hospital or other residential treatment resource and are short
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term focused services. There are currently crisis stabilization units operating in
Nashville, Chattanooga, Cookeville, Jackson, Knoxville, Memphis, and Johnson City,
which also serve residents of surrounding counties.

Improving Access to Health Care through More Access to Health Insurance

Cover Tennessee — Through the Cover Tennessee Act of 2006, Governor Bredesen and
the General Assembly authorized the Department of Finance and Administration to
establish the Cover Tennessee program to provide health insurance options to certain
uninsured individuals in Tennessee (please go to this website, or call the telephone
number shown, for details on all Cover Tennessee programs: http://www.covertn.gov/;
1-866-COVERTN). Cover Tennessee is an umbrella initiative designed for affordability
and portability that includes four health insurance products and pharmacy assistance.
These programs are:

e CoverTN is a limited (non-catastrophic event), portable health insurance plan for
employees of small businesses and self-employed individuals. It emphasizes low
front-end costs to encourage preventive care, including free checkups, free
mammograms, and low co-pays. Premiums are split 1/3 each by the individual,
the employer, and the state.

e CoverKids is Tennessee’s program under the federal State Children’s Health
Insurance Program for families with incomes that are too high to qualify for
TennCare coverage. The program provides coverage for children 18 and under
and maternity coverage for pregnant women. It features no monthly premiums,
but each participant pays reduced co-payments for services. The coverage
includes an emphasis on preventive health services and coverage for physician
services, hospitals, vaccinations, well-child visits, healthy babies program,
developmental screenings, mental health vision care, and dental services.
Qualifying for enrollment for CoverKids is based on a household income of up to
250% of the federal poverty level (FPL), the number of persons in the household
and also on the age of the child you wish to enroll. Household income includes
income earned and income received. Children in families with a household
income greater than 250% FPL may buy into the CoverKids plan.

e AccessTN provides comprehensive health insurance options for uninsurable
Tennesseans — those with sufficient incomes but who can’t purchase health
insurance due to certain pre-existing conditions. There is no income test for this
program, which is one of 34 State high-risk pools in the country that perform this
function. Funding comes from several sources, including individual premiums,
some state assistance, and assessments on the insurance industry.?

e A CoverTN category, Tennesseans Between Jobs, is open to those who have
worked at least one 20-hour week in the last six months and earned an annual
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income of $43,000 or less, or who have had their work hours reduced to below 20
hours. The state will pay one-third of eligible workers’ insurance premiums.

e CoverRx is designed to help those who have no pharmacy coverage, but have a
critical need for medication. It pays for up to five prescriptions per month. Insulin
and diabetic supplies are excluded from the prescription limit.?° Because CoverRx
is not insurance, there are no monthly premiums and no cost to join. Members are
responsible for affordable, income-based co-pays when they fill prescriptions.
Participants will pay a discounted price for any drugs that are not covered. Please
see Appendix E for income requirements and the co-pay sliding scale based on
income or go to http://www.covertn.gov/web/fag_rx.pdf.

Simplifying the Eligibility and Application Process for Assistance Programs

In September of 2009, Governor Bredesen unveiled FindHelpTN, a Web-based eligibility
screening tool designed to connect Tennesseans with social service programs and
resources. FindHelpTN is a centralized source of information for state and federal
assistance programs that includes eligibility screening, application instructions and
localized location information for the administering agency.

Created to help community-based service providers connect those in need to the
appropriate state programs and services, FindHelpTN takes users through a 10-step
questionnaire that covers eligibility criteria ranging from household income and
employment status to insured and disability status. In most cases, the survey takes less
than 15 minutes to complete.

When the user completes the process, FindHelpTN generates a printable report that lists
programs for which each member of the household may be eligible along with detailed
information about how to apply and where to learn more. FindHelpTN cannot enroll
individuals in any program. However, the site does link users to websites where they
may apply, lists information needed for any application, and provides directions to offices
that may assist users.

FindHelpTN provides eligibility information on the following programs:

Families First/Temporary Assistance for Needy Families

TennCare

QMB (Qualified Medicare Beneficiary)

QI (Qualified Individual) and SLMB (Special Low Income Medicare Beneficiary)
Food Stamps

CoverKids

CoverTN

CoverRx

AccessTN

SSI (Supplemental Security Income)
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e Free/Reduced School Lunch
e LIHEAP (Low Income Home Energy Assistance)
e WIC (Women, Infants and Children) supplemental food program

FindHelpTN can be accessed directly at www.tn.gov/FindHelpTN or through the TN.gov
main page.

Improving Access to Health Care through More Access to and Utilization of Cost-
Effective_Home and Community-Based Alternatives to Institutional Care for
Medicaid-Eligible Individuals through the Long-Term Care Community Choices
Act of 2008 (http://tennessee.gov/tenncare/forms/pc1190.pdf)

The Tennessee Long-Term Care Community Choices Act of 2008 calls for an expansion
of home and community based services through a program re-design that will make
access to these basic in-home services faster and easier for people who qualify. The state
Bureau of TennCare has special permission from the federal government that allows
Medicaid members who qualify for nursing home care to get help at home as long as the
cost is the same or less than a non-skilled nursing home. More than 4,300 TennCare
members have received care through the Home and Community Based Services (HCBS)
program during the current program year. Elderly and physically disabled Tennesseans
who believe they might qualify can call the HCBS hotline toll free at 1-866-836-6678.

Improving the Health Care Quality and Delivery of Tennesseans through e-Health
Initiatives

The Tennessee Office of e-Health Initiatives under the Department of Finance and
Administration serves as the single coordinating authority for the exchange of electronic
health information in Tennessee. It works to improve the health of Tennesseans by
ensuring providers have complete patient information at the point of care, enabling
providers to create a more comprehensive treatment plan for patients. The Office of e-
Health Initiatives spearheads the Tennessee e-Health Network, the state’s mechanism for
statewide health information exchange, administers the Physician Connectivity Grant
program, and initiates various projects to advance e-Health and health information
technology in Tennessee.

It is recognized that providers are ultimately responsible for the security and
confidentiality of their patients’ protected health information. Thus, the Office of e-
Health Initiatives is currently finalizing policies and creating stringent technical
requirements to make sure patient privacy is protected by:

e Giving patients the right to “opt-out” or choose for their information not to be
shared under any circumstance;
e Allowing patient information to be shared ONLY for treatment purposes; and
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e Putting technical infrastructure in place to share patient information that is
secure, follows state and federal law, keeps logs of activities and audits of any
transactions it handles, and follows the same opt-out guidelines.

As a result, Tennessee has established some of the most promising pilot projects in the
nation for the development of portable electronic medical records. By leveraging state
and federal funds, Tennessee is accomplishing leading edge changes in the health
information technology sector. Key projects underway include: the Tennessee e-Health
Network, the state’s Physician Connectivity Grant program (providing up to $3,500 per
physician and $2,500 per clinician, to help health care providers offset the costs of
purchasing hardware, software and peripherals associated with connecting to e-health
resources), and the state’s e-Prescribing program. Please go to the section on
“Technology and Access” beginning on page 34 for further details on the state's Office of
e-Health Initiatives programs and projects.
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Chapter 2. Purpose of this First
Edition and Opportunities for
Public Input

In this chapter we present the steps to be taken by the Division of Health Planning to
develop subsequent editions of the State Health Plan.

The first edition of the State Health Plan: The intent of the first edition of the State Health
Plan is to provide a foundation for a comprehensive health planning process.

Opportunities for Public Input: The Division of Health Planning will hold public and
focus group meetings across the state to gather input that will be incorporated into future
editions of the State Health Plan. Stakeholders will be involved in setting the goals and
objectives for the State Health Plan and the revision of standards and criteria for the
Certificate of Need program.

The First Edition of the State Health Plan

This first edition of the State Health Plan is designed to provide a focused approach to
improving the health of Tennesseans and the effectiveness of our health care system; it is
also designed to provide a foundation for informed public and expert input. Subsequent
editions of the State Health Plan can then establish specific goals and objectives
stakeholders can embrace. The Division of Health Planning welcomes input from the
public on all components of this first edition of the State Health Plan.

The complexity of health challenges facing Tennessee requires an incremental process to
the development of a truly comprehensive State Health Plan, which the Division of
Health Planning anticipates will take several years to produce. Participation by
stakeholders from all parts of Tennessee is necessary to develop priorities for
consideration and to guide the overall development of the State Health Plan. The
following section outlines the process that will lead to subsequent editions of the State
Health Plan.

Opportunities for Public Input

The creation of a state health plan is a dynamic, ongoing enterprise. The Tennessee
Health Services and Planning Act requires the State Health Plan to be updated at least
annually. The ongoing dialogue of the planning process will engage all stakeholders to
work towards common policies, principles, and priorities that will lead to better health for
Tennesseans.
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Over the next year, the Division of Health Planning plans hold public and focus group
meetings to receive input on the first edition of the State Health Plan. The Division of
Health Planning’s website, http://www.state.tn.us/finance/HealthPlan/dhp.shtml, will
provide announcements of the date, location, and format of these meetings. At the
website, members of the public may sign up to be notified when meetings are announced.
This input will become the basis for the development of goals and objectives relating to
the Five Principles for Achieving Better Health discussed in Chapter 3.

The State Health Plan will also gather input from the many task forces — made up of
diverse interests that include the public, the government, and for-profit and nonprofit
entities — that are focusing on specific issues and areas of health in Tennessee.

Each edition of the State Health Plan will also include updates to the standards and
criteria for the Certificate of Need program. The process for engaging the medical
community and the general public in creating revisions to the Certificate of Need
category standards and criteria is discussed in detail in Chapter 5. This public process
also allows the Division of Health Planning to consult with experts representing the
diversity of geography and opinion in Tennessee to create necessary specific, technical
changes to Certificate of Need standards and criteria.
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Chapter 3: Five Principles for
Achieving Better Health

Based on the statutory health planning policy statement contained in Tennessee Code
Annotated 8 68-11-1625 (b) and with the help of the State Health Plan Advisory
Committee, the Division of Health Planning has developed an initial framework for
the State Health Plan organized around Five Principles for Achieving Better Health.
In this chapter we provide background information and observations related to the
Five Principles for Achieving Better Health underlying the State Health Plan:

1. The purpose of the State Health Plan is to improve the health of Tennesseans.

2. Every citizen should have reasonable access to health care.

3. The state's health care resources should be developed to address the needs of
Tennesseans while encouraging competitive markets, economic efficiencies and

the continued development of the state's health care system.

4. Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers.

5. The state should support the development, recruitment, and retention of a
sufficient and quality health care workforce.
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Healthy Lives

Principle for Achieving Better Health Number 1: The purpose of the State Health Plan is
to improve the health of Tennesseans.

Overview

Every person’s health is the result of the interaction of individual behaviors, society, the
environment, economic factors, and one’s genetic endowment. Health determinants
discussed in this section are nutrition and exercise; management of chronic health
conditions, mental health and substance abuse, preventive health care, and maternal and
prenatal care. The description of our current health outcomes is intended to support an
informed public discussion of how we as Tennesseans should work together to achieve
our common goal of improving our health. Future editions of the State Health Plan may
include more subject areas as a result of public input.

Observations

Life Expectancy

One source of information about Tennesseans’ health is life expectancy. According to
this measure, Tennesseans are not doing as well as we could be. In 2004, the most recent
year available, Tennesseans’ average life expectancy was 75.2 years. Tennessee has
added 0.8 years of life average expectancy since 1991, but during this time period other
states have improved more, so that currently Tennessee has the fifth shortest average life
expectancy of all U.S. states. For comparison purposes, the highest ranking states,
Minnesota and Hawaii, have life expectancies of 80.3 and 81.3 years, respectively.?’
Among Tennessee’s neighbors, North Carolina has the highest life expectancy at 76.5
years and Mississippi has the lowest (in fact, the lowest in the nation) at 74.2 years.?

Exhibit 1 lists the top ten causes of death that reduce Tennesseans’ life expectancies.
Please note, however, that recent research conducted by The Commercial Appeal and
Scripps Howard News service, using data provided by the Centers for Disease Control
and Prevention and reported in July, 2009, questions the accuracy of reported causes of
death due to low autopsy rates, causing, for example, some counties in Tennessee to
report fatal coronary diseases at twice the rate of other Tennessee counties®.
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Exhibit 1. Leading Causes of death in Tennessee, 2006

Years of
Reduced
Life Number of
Cause of Death (data from 2006) Expectancy* Deaths
ALL CAUSES 556,454 28,090
1 Cancer (malignant neoplasms) 113,319 7,926
2 Heart diseases 96,050 6,169
3 Accidents and adverse effects 92,311 2,625
4 Certain perinatal conditions® 27,667 372
5 Suicide 25,453 807
6 Assault (homicide) 19,102 466
7 Chronic lower respiratory diseases 15,922 1,376
8 Stroke (cerebrovascular disease) 15,652 1,089
9 Diabetes (diabetes mellitus) 14,443 926
10 Birth defects (congenital anomalies) 13,412 233

* Years of reduced life expectancy is the total years of life lost by Tennesseans who did not live to the
average life expectancy of 75 years.

Source: Tennessee Department of Health, Office of Policy, Planning and Assessment, Division of Health
Statistics

We also know that Tennessee ranks 47" in the nation in the rate of deaths before age 75
from causes considered at least partially treatable or preventable with timely and
appropriate medical care. Out of every 100,000 Tennesseans, 118 will die before age 75
from one of these conditions, 28 more deaths per 100,000 people than the average state.*

Nutrition and Exercise

Good nutrition and exercise are vital to healthy growth and development of children,
disease prevention, and good health of adults. As a whole, we Tennesseans need to
improve our nutrition and exercise habits. Last year, 31.5 percent of Tennesseans
reported that they had no physical activity in the last 30 days, compared to a national
average of 22.6 percent. Only Mississippians had higher levels of inactivity.** Lack of
exercise combined with poor nutrition contributes to Tennessee’s high levels of obesity
and diabetes. Tennessee ranks 47" in the nation in obesity, with 30.7 percent of adults
being obese compared to a 25.1 percent average for the nation.*

Chronic Health Conditions

Chronic health conditions are defined as health conditions that last a year or longer and
limit what one can do and/or that require ongoing medical care.** Chronic diseases
include many forms of cancer, diabetes, stroke, heart disease, and disabilities, among
others. Mental health problems are often chronic conditions and are discussed in the
following section.

Tennessee has high levels of chronic disease. Six of the top ten causes of reduced life
expectancy in Tennessee are chronic health conditions. Only four states have higher rates
of cancer deaths than Tennessee.*> Among Tennessee adults, 10.6 percent have type 2
diabetes — worse than all but one other state.® Tennessee is 47" in the nation in
cardiovascular disease prevalence.®’
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Many chronic health conditions are preventable. Nutrition and exercise can help prevent
diabetes. Nutrition, exercise, and avoiding tobacco use can prevent heart disease and
stroke.® Lung cancer and many other cancers can be caused by tobacco use (in fact, 30
percent of cancer deaths are attributable to tobacco use).*

Early detection allows for early treatment of many chronic health conditions. Breast
cancer and cervical cancer are examples of cancers that can be treated more effectively if
they are found early through routine screenings. Detection of diabetes is important for
behavior change and treatment to slow the progression of the condition. Detection of
hypertension is important for behavior change and treatment that may prevent heart
disease and stroke.

A chronic health care model exists that is based on evidence from research and practice,
developed by a national program of The Robert Wood Johnson Foundation called
“Improving Chronic Illness Care” (ICIC). ICIC works to better the health of chronically
ill patients by helping health systems, especially those that serve low-income populations,
improve their care through implementation of its chronic health care model. This model
has been implemented successfully by many providers and has been used as guidance by
state and community health programs.”* The model combines the elements of the
community, the health system, self-management support, delivery system design,
decision support, and clinical information systems. While this model is resource-
intensive, Tennessee providers may want to consider adopting it.

Tobacco Cessation

Tobacco use is the single most preventable cause of death and disease in the United
States.** Tobacco use is a major risk factor for cancer, heart disease, emphysema, and
generally diminished health.* Tennessee has made some progress in reducing the use of
tobacco, but the rate of Tennesseans who use tobacco is still high. In the past decade,
Tennesseans’ smoking rate has fallen from 26.9 percent to 24.3 percent.*”* Tennessee took
major steps in recent years toward reducing tobacco use through the Tennessee Non-
Smoker Protection Act, the Tobacco QuitLine, and an increase in the tobacco tax (for
descriptions of these programs, see page 11). However, in the rate of adult smokers,
Tennessee still exceeds all but five states. **

Each year, Tennessee conducts random unannounced inspections of retail stores that sell
tobacco. In 2007, the most recent year available, 16 percent of Tennessee stores sold
tobacco to a child under age 18. Only four states had a higher rate of selling tobacco to
minors. However Tennessee has made tremendous progress in this area. A decade ago,
63 percent of stores in the survey sold tobacco to minors.*®

The Tennessee Tobacco Use Prevention and Control Program of the TDOH has a
strategic plan to reduce tobacco use based on recommendations contained in the Centers
for Disease Control and Prevention (CDC) report “Best Practices for Comprehensive
Tobacco Control Programs-2007.”
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Mental Health

Mental health is an integral part of our overall health. The more we learn about mental
health, the more we realize that mental health issues are inseparable from all other health
issues. For example, studies show that depression in people who have had a heart attack
triples the risk of death from a subsequent heart attack or other heart condition.*®
Unfortunately, the prevalence of mental health problems and illnesses is often
underestimated. Furthermore, despite improvements in our understanding of mental
health problems and illnesses, people with mental health problems and illnesses often do
not get treatment, and mental health issues continue to be stigmatized.

The Surgeon General has defined mental health as “the successful performance of mental
function, resulting in productive activities, fulfilling relationships with other people, and
the ability to adapt to change and to cope with adversity; from early childhood until late
life, mental health is the springboard of thinking and communication skills, learning,
emotional growth, resilience, and self-esteem.” * Mental illness is “the term that refers
collectively to all mental disorders. Mental disorders are health conditions that are
characterized by alterations in thinking, mood, or behavior (or some combination thereof)
associated with distress and/or impaired functioning.”*

Mental health problems are more prevalent in Tennessee than the national average. 14
percent of Tennesseans reported at least one episode of what is clinically defined as
serious psychological distress in the past year, compared with 11 percent nationally.
Among Tennessee adults, 10 percent reported a two week or longer major depressive
episode in the past year, compared with an average of 7 percent of adults in the U.S.
Tennessee teens ages 12-18 reported a rate of major depressive episode of 8 percent, the
same as the national average. *° In Exhibit 1 on page 23, we can see that suicide is a
major cause of lost years of life in Tennessee, reflecting the young ages of many people
who commit suicide. Suicide is the third leading cause of death among teenagers ages 13-
19 in Tennessee, after accidents (including automobile accidents), and homicide.>
Recent evidence indicates that people with serious mental illnesses die on average 25
years earlier than the general population because of risk factors such as smoking, obesity,
substance abuse, psychotropic medication side effects, and inadequate access to medical
care.

Mental health problems often go untreated. Fewer than half of Americans who
experienced psychological distress receive mental health services. Teens and young
adults are less likely to receive services.” A major reason that mental health issues are
undertreated is that stigma continues to be attached to mental health issues. Fear,
hopelessness, and lack of understanding make it difficult for people to take care of
themselves and others dealing with mental illness, depression, and substance abuse.
Many health insurers have limited benefits for mental health and substance abuse
services. In October 2008, Congress addressed mental health insurance parity and
required large group insurers to have the same copays, out-of-network benefits, and
medical necessity criteria for mental health and substance abuse coverage as for
medical/surgical benefits. Annual and lifetime dollar limits for mental health and
medical/surgical coverage are already required to be set at the same level by a previous
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law. However, these laws do not apply to health insurance plans for small businesses and
individuals or health insurance plans that do not offer mental health coverage at all.>

Substance abuse is closely tied to mental health problems. In 2005 and 2006, 8.9 percent
of Tennesseans reported illicit drug use in the previous month, compared with an 8.2
percent national average. The rate of Tennesseans who used marijuana in the past month
was close to the national rate at 6.1 percent. However, Tennesseans used other illicit
drugs at a higher rate than the national average. Use of illicit drugs other than marijuana
in the previous month was 4.7 percent in Tennessee, compared to a rate of 3.6 percent for
the nation. > Also, 20.5 percent of Tennessean teens and adults reported at least one
episode of binge drinking in the previous month (defined as 5 or more drinks on the same
occasion). This number is lower than the national average of 22.8 percent. In Tennessee,
like most states, prevalence of binge drinking is especially high among young adults.
Among Tennesseans age 18-25, 39.9 percent reported binge alcohol use in the past
month.

Prenatal Care and Infant Mortality

Infant mortality is a serious problem in Tennessee. In 2006, Tennessee’s infant mortality
rate of 8.7 out of 1,000 live births exceeded the provisional national rate of 6.6 by 31.8
percent. Only two states have higher infant mortality rates. There is also a significant
racial disparity in infant mortality in Tennessee. The rate among African-Americans
(16.7 per 1,000 live births) is 2.5 times the rate for whites (6.6 per 1,000 live births).
Infant mortality rates are also higher in certain areas of the state. Tennessee’s infant
mortality by region is shown in Exhibit 2, below.

Exhibit 2. Tennessee Infant Mortality Rate by Region 1997-2006, Aggregate

Shelby 13.1
Madison 115
Southwest 10.9
Northwest 9.9
Hamilton 9.4
Sullivan 8.9
Davidson 8.7
Northeast 8.3
South Central 7.8
Upper-Cumberland 7.0
Southeast 6.9
East 6.5
Mid-Cumberland 6.2
Knox 6.0

Source: Office of Policy, Planning and Assessment (2009). Infant Mortality in Tennessee, 1997-
2006. Tennessee Department of Health, Nashville, TN.

Major risk factors for infant mortality include low birth weight; preterm birth; lack of
prenatal care; maternal smoking, alcohol, and drug abuse. In Tennessee between 2001
and 2005, low birth weight babies (less than five pounds eight ounces) were 20 times as
likely to die in the first year as normal birth weight infants, and premature babies were 15
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times more likely to die as normal gestation babies.>* Infants who survive prematurity
after being in a hospital’s neonatal intensive care unit are at higher risk for cerebral palsy,
blindness, and chronic conditions.”® Children born prematurely have both physical and
mental challenges depending on weeks premature.®® Some studies have found that babies
born with low birth weight are at higher risk for the adult health problems of high blood
pressure, type 2 diabetes, and heart disease.>”®

In Tennessee from 2001 and 2005, the mortality rate for infants whose mothers received
no prenatal care was almost six times higher than infants whose mothers received
adequate care. Also, infants born to mothers who smoked during pregnancy were 74
percent more likely to die in the first year than those born to non-smoking mothers.*® In
Tennessee in 2006, 15.6 percent of white mothers and 7.4 percent of black mothers
reported smoking during pregnancy. *

Preventive Care

Immunizations and well-child checkups are important elements of preventive health care.
Childhood immunizations are a safe and cost-effective method of preventing disease in a
population.®! Tennessee performs well in this area, ranking 22" in the nation in early
childhood immunization coverage, with 80.5 percent of children ages 19 to 35 months
receiving age appropriate immunization.” Local TDOH offices in all 95 counties in
Tennessee provide well child screenings for infants age zero to one, which include
immunizations.

The Nurses for Newborns project is funded by TDMHDD, Division of Alcohol and Drug
Abuse Services to provide funding for registered nurses to make home visits to provide
health-care assessments, education and positive parenting skills in effort to prevent infant
mortality and child abuse/neglect. Services are provided to new and pregnant mothers
and continue through the child's second birthday in six Tennessee counties and are
focused on mothers with mental health, substance abuse, and developmental disabilities
disorders.

Tennessee does slightly better than the national average on recommended screenings and
preventative care for older adults, although the national average is quite low. Tennessee
ranks 24", with 40 percent of adults over 50 receiving recommended screenings and
preventative care.”

For people who already have chronic diseases such as heart disease or diabetes,
comprehensive and evidence-based treatment can prevent serious problems in future
years. Unfortunately, the federal agency with the mission of improving the nation’s
health care system (the Agency for Healthcare Research and Quality), terms Tennessee’s
diabetes care “very weak.” While Tennessee has improved the rate of patients with
diabetes who get regular screenings of their HJA1C level to above that of the national
average,™ the rate of foot and eye tests is below average,® and avoidable hospitalizations
for diabetes are worse than the national average as well.%
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Access to Health Care

Principle for Achieving Better Health Number 2: Every citizen should have reasonable
access to health care

Overview

The State Health Plan Advisory Committee took particular interest in the policy area of
ensuring that all Tennesseans have “reasonable access” to health care. While the
statutory policy statement refers only to emergency and primary care,®’ this broader focus
in the State Health Plan raises the concerns of all facets of “access” that are important for
improving health care — not just access to a specific type of provider. Some of these
facets discussed by the Advisory Committee, and which will provide a basis for public
discussion for an updated State Health Plan, include:
e Economic access — how the financial/insured status of the individual
impacts access to health care
e Disparities/inequalities in access to health care
e Access to emergency and primary care
o Geographic access — the distance one has to travel to receive
comprehensive care; also, a regional analysis of health care “watersheds”
— the clusters of comprehensive health care services that draw patients in
from outlying areas
e How to obtain and analyze data for the purpose of learning how access
impacts known health care needs
e The impact of access to transportation on access to health care
e The role of technology, such as telemedicine, in meeting health care
access needs

Defining “reasonable access” is a primary determinant in meeting this Principle Number
2 and can be expected to change depending on the type of access under consideration.®®
As a result, public input on the definition of “reasonable access” will be critical in the
development of the State Health Plan. The Division of Health Planning is currently
gathering data and reports concerning the facets of access listed above, though it is likely
that the current availability of data is not sufficient to provide a comprehensive analysis.

Observations

Access and Health Insurance

Approximately half of Tennesseans are enrolled in health insurance through their
employers, and another one in twenty purchases health insurance individually.®®
According to a 2009 survey by the University of Tennessee Center for Business and
Economic Research, ten percent of Tennesseans are uninsured.” The remaining group
has some form of public health insurance. The major public programs are:

Medicare — a federal social insurance program for seniors and certain disabled
individuals; it provides a Medicare part A which covers hospital bills, Medicare
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Part B which covers medical insurance coverage, and Medicare Part D which
covers prescription drugs.

TennCare (Medicaid) — a program funded jointly by the federal government and
states but administered at the state level that covers certain very low income
children and their families (see TennCare discussion on page 30); and

Children’s Health Insurance Program (CHIP) — also a federal-state partnership
that serves certain children and families who do not qualify for Medicaid but who
cannot afford private coverage (see discussion on page 30).

Other public programs include military health benefits provided through
TRICARE and the Veterans Health Administration and benefits provided through
the Indian Health Service.

Individuals without adequate health insurance — meaning both the uninsured and the
underinsured — have difficulty accessing the health care system, frequently do not
participate in preventive care programs, and add to the cost of health care due to delayed
care and emergency department treatment. The testimony of The Commonwealth Fund
Senior Vice President Cathy Schoen before the United States Senate Health, Education,
Labor and Pensions Committee in February, 2009 supports this assertion. In her
testimony, Ms. Schoen stated: “Compared with adults with more adequate coverage,
underinsured and uninsured adults were far more likely to go without needed care
because of costs—over half of the underinsured and two-thirds of the uninsured went
without recommended treatment, follow-up care, or medications, or did not see a doctor
when sick. Half of both groups faced financial stress, including medical debt. Indeed,
experiences among the underinsured and the uninsured were often similar.” ™

Further, a 2004 report from The Commonwealth Fund found that small businesses that
provide health insurance for their employees consistently suffer faster premium increases
and steeper jumps in deductibles over time than large firms. Employees in small firms
also pay more of their premium costs and have higher deductibles. They also pay more
for family coverage—but less for single coverage—than employees in large firms."

Disparities/Inequality and Access

Vulnerable populations of Tennesseans as defined by race/ethnicity, socio-economic
status, geography, age, disability status, and sex are especially at risk for certain health
problems and lower health status. The TDOH Division of Minority Health & Disparity
Elimination is in the process of creating a Tennessee Strategic Plan to Eliminate Health
Disparities. See Appendix D for more information on this plan.

The Health Safety Net

Several components of the state’s health care system can be considered part of the health
“safety net,” a group of providers, services, and programs that ensure a minimum level of
access to low-income citizens. While many providers will waive charges for uninsured
and low-income patients, the primary components of the safety net include TennCare,
CoverKids, emergency care at hospital emergency departments, health care at faith-
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based, community-based, rural health, and federally funded centers, and the TDOH local
health department clinics. Please see page 14 for a discussion of the Behavioral Health
Safety Net. Note, also, that what basic level of health care services all people in
Tennessee should have access to — sometimes referred to as “essential services” — is a
topic that deserves extensive discussion. For example, hospitals tend to define “essential
services” more broadly, including high level specialty services such as neonatal intensive
care unit Levels 3 and 4 and Level 4 trauma centers.

TennCare

The TennCare program is the state of Tennessee’s Medicaid program. The Bureau of
TennCare within the Tennessee Department of Finance and Administration is the state
agency charged with the responsibility for administering the TennCare program.”

TennCare covers a wider range of health care services than does Medicare, providing
health insurance coverage to certain categories of low-income individuals, including
infants age 0-1 with a household income below 185 percent of Federal Poverty Level
(FPL), children age 1-5 with household income below 133 percent of FPL, children age
with household income below 100 percent of FPL, pregnant women with household
below 185 percent of the FPL, parents of eligible children with household income below
73 percent of FPL if the parent is jobless and 134 percent of FPL if the parent has a job,
and low income people with disabilities.”* However, having a low or no income does not
in itself make a person eligible for TennCare.”

TennCare services are offered through managed care entities. Medical and behavioral
services are covered by “at risk” managed care organizations (MCOs) in each region of
the state. Enrollees have their choice of MCOs serving the areas in which they live,
except that some enrollees are assigned to TennCare Select. TennCare Select is a
managed care plan for certain populations, such as children in state custody and enrollees
who may be living temporarily out-of-state. In addition to the MCOs, there is a Pharmacy
Benefits Manager for coverage of prescription drugs and a Dental Benefits Manager for
provision of dental services to children under age 21. Coordination of care is the
responsibility of the enrollee’s primary care provider in his or her MCO.

Long-term care services are provided in Nursing Facilities (NFs) and Intermediate Care
Facilities for persons with Mental Retardation (ICFs/MR), as well as under Home and
Community Based Services waivers for persons who would otherwise require care in a
NF or ICF/MR. These services have historically been “carved out” of TennCare and paid
for by the state through a fee-for-service arrangement. The state is bringing long-term
care services for persons who are elderly and disabled into the managed care program, in
the summer of 2009.

CoverKids (CHIP)

The United States Department of Health and Human Services Centers for Medicare and
Medicaid Services administers the Children’s Health Insurance Program (CHIP), which
provides federal matching funds to help states expand health care coverage to their
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uninsured children. CHIP is jointly financed by the Federal and State governments and is
administered by the States. Within broad Federal guidelines, each State determines the
design of its program, eligibility groups, benefit packages, payment levels for coverage,
and administrative and operating procedures. CoverKids is Tennessee’s CHIP program
for families with incomes below 250 percent of the FPL but above thresholds for
TennCare coverage. The program provides coverage for children 18 and under and
maternity coverage for pregnant women. It features no monthly premiums, but each
participant pays reduced co-payments for services. The coverage includes an emphasis on
preventive health services and coverage for physician services, hospitals, vaccinations,
well-child visits, healthy babies program, developmental screenings, mental health,
vision care, and dental services. The Division of Benefits Administration within the
Tennessee Department of Finance and Administration administers this program.

Emergency Care Access

Access to emergency care is directly impacted by the Emergency Medical Treatment and
Active Labor Act (EMTALA), enacted in 1986 by Congress to ensure that all members of
the public have access to emergency treatment, regardless of ability to pay.”* EMTALA
imposes specific health care provision obligations on Medicare-participating hospitals
that offer emergency services.”” Hospitals must screen patients who enter the emergency
department, and then must provide stabilizing treatment for patients with emergency
medical conditions. If a hospital is unable to stabilize a patient within its capability, or if
the patient requests, an appropriate transfer to another facility should be performed.”
Emergency care is the only kind of care that hospitals are required to provide to an
individual regardless of ability to pay. Preventative care and care for chronic diseases, for
example, are not covered by EMTALA.

According to the 2007 Joint Annual Report of Hospitals, Tennessee has 126 hospitals
providing emergency services.”

Community Health Centers

Community health centers are community-based and patient-directed organizations that
serve populations with limited access to health care. These populations include low
income individuals, the uninsured, those with limited English proficiency, migrant and
seasonal farm workers, individuals and families experiencing homelessness, and those
living in public housing.2’ In 2007, nearly 40 percent of patients at health centers that
receive grant funds under the federal Health Center Consolidation Act (Section 330 of the
Public Health Service Act), known as “federally qualified health centers” (FQHCs), were
uninsured; approximately 36 percent of patients were children. Also in 2007, 27 percent
of FQHC patients were African-American and 34 percent were Hispanic/Latino — more
than twice the proportion of African-Americans and over two times the proportion of
Hispanics/Latinos reported in the overall U.S. population. FQHCs provide
comprehensive primary care and preventive care, including health, oral, and mental
health/substance abuse services to persons of all ages, regardless of their ability to pay.®
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TDOH Local Clinics

The TDOH partners with each county to staff a local health department. The TDOH
directly administers 89 local health departments and contracts with six “metro” counties
to provide a variety of public health services, including nutritional services, prenatal care,
emergency preparedness, and communicable disease prevention. Several local health
department clinics also provide comprehensive primary and dental care. Such services
are typically provided in areas of the state where private providers cannot meet the needs
of the low-income and uninsured population.

Geographic Access

Access to health care can also be characterized by the proximity of services to where
people live. Several programs and providers seek to ensure that rural populations have
access to essential health care services, including the Critical Access Hospitals (CAHS),
trauma centers, and emergency dental care. Please see Appendix H for State of Tennessee
maps showing counties with FQHCs, CAHs, and rural health clinics.

Critical Access Hospitals (CAH)

The federal Medicare Rural Hospital Flexibility Program (MRHFP) supports the
conversion and designation of small rural hospitals to Critical Access Hospital status.
CAH status allows a community to maintain access to primary care and emergency care
when the maintenance of a full service acute care hospital is no longer feasible. To
convert to CAH status, an acute care hospital must obtain written designation from the
Tennessee Commissioner of Health that it is eligible to become a CAH and also obtain
approval from the Health Services and Development Agency through its Certificate of
Need program (or exemption therefrom) set forth in Tennessee Code Annotated 8§ 68-11-
1607 (j).* According to the TDOH Division of Health Care Facilities, as of June 30,
2009, Tennessee had 17 CAHs.®® A Tennessee CAH must receive approval from the
Health Services and Development Agency through its Certificate of Need program to
close8t4he hospital or eliminate any service in the hospital which required a certificate of
need.

Trauma Centers

Tennessee’s trauma center system was created in 1988 to provide comprehensive
emergency medical services to patients suffering traumatic injuries, beyond what an
emergency department can provide. Trauma centers require a host of resources beyond
those provided by emergency departments, including specialized physicians and nurses,
state-of-the-art equipment and space, available 24 hours a day, seven days a week.*®
Tennessee currently has six Level | trauma centers (the most advanced level), one Level
Il center, and three Level 111 trauma centers® (two Level Il centers and one Level Il
center have closed since 2002). Currently, there is a trauma center within 100 air miles of
every Tennessee community.®’
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Emergency Dental Care

The U.S. Surgeon General in 2000 stated in the first-ever report on oral health in the
United States that oral health is “essential to overall general health.” However, despite
marked improvements since 1950, there remains a “silent epidemic of oral disease
affecting our most vulnerable citizens.”®® Tennessee’s Medicaid program, TennCare,
covers comprehensive dental services for children as is medically necessary.?® Regarding
the adult population, however, Tennessee in general experiences a very poor state of oral
health (e.g., Tennessee ranks 48" in the nation in the percentage of adults 65 years and
older who have had all permanent teeth extracted — 34.9 percent).® Tennessee, like
many other states, has data from statewide dental surveys of school aged children but at
this time does not have its own statewide dental data on adult populations.

As reported by the TDOH in its “Adult Emergency Oral Health Care 2008 Report to the
Legislature,” submitted January 15, 2009, “Tennessee’s Medicaid and Medicare
programs do not provide adult dental services, and many persons with private health
insurance do not have dental coverage. National estimates suggest that for every person
without health insurance, 2.3 persons do not have dental insurance coverage. Behavioral
Risk Factor Surveillance System (BRFSS) data (2006) published by the CDC estimated
that 606,686 Tennessee adults lacked health insurance, translating into an estimated
1,395,378 Tennesseans without dental insurance coverage. There are some dental
resources available to Tennesseans. TDOH has 54 dental clinics located in 53 rural
counties, and 3 mobile dental clinics providing care to children in school settings. Rural
dental clinics are staffed by 30.9 FTE dentists who provide comprehensive care to
children and emergency care to adults. Five metro health departments have 8 dental
clinics; 13 Federally, Qualified Health Centers (FQHCSs) sites, and 7 Safety Net sites also
offer adult dental services. In FY 2007-2008, TDOH allocated additional Health Access
and Safety Net dollars to address adult emergency oral health needs; however, dental
services are not a required function of public health, and there is no consistent source of
state funding specifically for adult emergency oral health.”®*

Cost as Access

The problems of cost and access to health care are inextricably linked. According to the
Center for Studying Health System Change's 2007 Health Tracking Household Survey,
for the 59 million United States citizens reporting not getting or delaying treatment in
2007, cost was the most frequently cited and growing obstacle to care. The proportion of
Americans reporting going without or delaying needed medical care increased sharply
between 2003 and 2007, from 14 percent in 2003 to 20 percent in 2007. Insured and
uninsured people reported increasing access problems, but insureds reported a larger
relative increase in access problems compared with uninsured people. The fact that, over
the past ten years, the amounts charged to and paid by consumers for health care services
have increased more rapidly than have personal incomes has resulted in increases in cost-
related access problems. These rising costs are passed on to individuals and families in
the form of higher premiums, deductibles, coinsurance, and copayments.”
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The current economic recession is only likely to exacerbate this problem. There is at this
time insufficient Tennessee data available on this issue.

Workforce and Access

Issues regarding the number and location of Tennessee’s health care workforce are
discussed in Principle for Achieving Better Health Number 5 beginning on page 44 of
this Chapter. Issues surrounding provider insurance reimbursement impact access to
health care as well.

Technology and Access

In April, 2006, Governor Bredesen established the Office of e-Health Initiatives to
coordinate e-Health initiatives across the state. Tennessee now has established some of
the most promising pilot projects in the nation for the development of a portable
electronic medical record, for connecting physicians to pharmacists through e-
Prescribing, and for telemedicine connections to rural hospitals. By leveraging state and
federal funds, Tennessee is accomplishing leading edge changes in the health information
technology sector.

The Office of e-Health Initiatives implements e-health initiatives in Tennessee to ensure
interoperability, facilitate the definition of uniform standards, eliminate duplication of
effort, and reduce competition for resources. Its primary programs include:

The Tennessee e-Health Network. Tennessee opened its statewide broadband
network — the network the state uses to conduct its business — for the benefit of
health care providers and created the Tennessee e-Health Network as a physical
home for the sharing of health information for treatment purposes only. The
Tennessee e-Health Network is a private “backbone” that exists in all of the
state’s 95 counties; information travelling the network is not transmitted across
the World Wide Web. The Tennessee e-Health Network offers secure, high-speed
broadband capabilities to practitioners at state-negotiated rates. The e-Health
Network is tailored to the particular security concerns related to health
information transfer and uses layers of security features to ensure that health care
providers only are using the information for the purposes of treatment. By design,
the e-Health Network is only to be used to offer key information to medical
professionals in the process of making clinical decisions. Authorized e-Health
Network users can exchange files and messages securely and access registries
from the TDOH for domestic violence, immunizations, and controlled substance
database. In the near future, the Office of e-Health Initiatives expects to add a
master patient index (MPI) and record locator services (RLS) to the e-Health
Network’s application features.

Physician Connectivity Grant Program. The Office of e-Health Initiatives also
administers the state’s Physician Connectivity Grant program, providing up to
$3,500 per physician and $2,500 per clinician, to help health care providers offset
the costs of purchasing hardware, software, and peripherals associated with
connecting to e-health resources. To receive the grants, health care providers
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must agree to electronically prescribe (“e-prescribe”) for at least two years. The
Office of e-Health Initiatives has approved a total of 1,961 health care providers
and more than 420 treatment sites in Tennessee as grant recipients. Additionally,
the Office of e-Health Initiatives provides e-prescribing training and education
programs to support grant recipients and has trained more than 350 grant
recipients as of April 2009.

Surescripts, the nation’s largest electronic prescribing network, recognized
Tennessee’s e-prescribing effort in June 2009 with a Safe-Rx Award as a top five
most improved e-prescribing state in 2008. According to Surescripts, Tennessee
moved to #18, up from #27 in 2007, in the company’s state-by-state ranking of e-
prescribing activity. In 2008, Tennessee health care providers issued more than 2
million electronic prescriptions, representing 3 percent of all prescriptions written
in the state. Currently, Tennessee has 2,238 active electronic prescribers, with
1,110 pharmacies in the state accepting prescriptions electronically.

Regional Health Information Organizations (RHIOs). RHIOs are designed to
share specific health information among their participants in a secure fashion.
There are several RHIO projects in place and in the planning stages in Tennessee:

The Mid-South e-Health Alliance is a RHIO that shares clinical encounter
data among 24 emergency departments and ambulatory clinics in the
Memphis area. It has had approximately 2.1 million records from 880,000
unique patients and adds approximately 30,000 records daily.

Innovation Valley Health Information Network, located in the greater
Knoxville area, is a community-based, non-profit collaborative of local
consumers, physicians, hospitals, employers, payers and other healthcare
providers and provides a collaborative, consumer-centric health
information network that provides consumers and their permitted
caregivers real-time access to consumers’ current and historic medical
records.

CareSpark is a regional, community-based non-profit organization serving
northeast Tennessee and southwest Virginia. CareSpark has developed a
secure network that enables exchange of information for the purpose of
patient care and treatment among physicians, hospitals, pharmacies,
laboratories, imaging centers, public health departments and other
facilities serving approximately 750,000 patients in the region.

In the West Tennessee, Middle Tennessee, and the Upper Cumberland
regions, projects are in start-up mode to create health information
exchanges to serve these areas of the State.

Tennessee State Health Plan -35-



Economic Efficiencies

Principle for Achieving Better Health Number 3: The state's health care resources
should be developed to address the needs of Tennesseans while encouraging competitive
markets, economic efficiencies, and the continued development of the state's health care
system.

Overview

This section sets the stage for an initial discussion on encouraging competition, economic
efficiencies, and the continued development of the state’s health care system. During the
next year, the Division of Health Planning plans to hold public and focus group meetings
throughout the state, engage stakeholders, and solicit comments from the public in order
to develop goals and priorities under Principle for Achieving Better Health Number 3.

Observations

Health care is a major expense in our state. Tennesseans individually spend, on average,
$5,464% annually on health care, and 51 percent of the state government’s budget is for
health care spending.”* Thus, providing economic efficiencies in health care is a primary
concern for state policy makers.

The health care sector of the economy is complex and includes a wide variety of
stakeholders. Tensions arise in this sector in part from the expectation that stakeholders
should compete against each other and yet also cooperate with each other to provide
quality health care when required by law — even if these services are unprofitable. Given
the inefficiency and fragmentation in the health care delivery system in the United
States,” as well as the generally acknowledged dramatic increases in health care costs,
the state health planning process should explore opportunities to improve care and
contain spiraling cost growth in Tennessee.

The Effects of Inefficiency in Tennessee’s Health Care System

High cost of care v. poor health outcomes.

America’s health care system is the most expensive in the world® and Tennessee’s per
capita spending is even higher than the national average. Despite high costs, America’s
health outcomes are worse than those of many other industrialized countries on many
measures; further, health outcomes in Tennessee tend to be worse than those of other
states.”” For example, among Tennessee adults, 10.6 percent have type 2 diabetes — a
higher rate than all but one state® — and Tennessee ranks 47" in the nation in
cardiovascular disease prevalence.”® And out of 50 states and the District of Columbia,
Tennessee claims the second highest spending per capita on prescription and over-the
counter drugs and other medical nondurables ($983/person in 2004).° Such poor health
conditions may contribute to higher prescription drug usage in Tennessee, illustrating
significant inefficiency in our health care system (for more discussion on the health status
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of Tennesseans, see Principle for Achieving Better Health Number 1 beginning on page
22).

Health Insurance and Rising Health Costs.

Another driver of economic inefficiency both in Tennessee and nationwide is the
gradually decreasing access to health insurance and health services for an increasing
number of citizens. Health care costs in Tennessee continue to rise each year, making it
more difficult for Tennesseans to afford health care (this concern is also discussed in
Principle for Achieve Better Health Number 2 on page 28). Since 1999, cumulative costs
for the average family health insurance premium have risen more than three times faster
than workers’ earnings and inflation (see Exhibit 4, below). In a 2008 survey conducted
by the University of Tennessee Center for Business and Economic Research, 97 percent
of uninsured respondents reported that the inability to pay for health insurance is the
primary reason for being uninsured.'®* According to the Kaiser Commission on Medicaid
and the Uninsured, the uninsured are significantly less likely to receive timely preventive
care and are more likely to be hospitalized for avoidable reasons.'® Thus, rising costs and
an increasing lack of access to health insurance further contribute to economic
inefficiency.'%® 1%

Exhibit 4.

Cumulative Changes in Health Insurance Premiums,
Inflation, and Workers’ Earnings, 1999-2008
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Note: Due to a change in methods, the cumulative changes in the average family

premium are somewhat different from those reported in previous versions of the Health Insurance Premiums

Kaiser/HRET Survey of Employer-Sponsored Health Benefits. See the Survey Design —=— Workers' Earnings
and Methods Section for more information, available at
http://www.kff.org/insurance/7790/index.cfm. —— Overall Inflation

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2000-2008.
Bureau of Labor Statistics, Consumer Price Index, U.S. City Average of Annual Inflation
(April to April), 2000-2008; Bureau of Labor Statistics, Seasonally Adjusted Data from
the Current Employment Statistics Survey, 2000-2008 (April to April).
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Variations in Health Care Cost, Quality, and Outcomes.

Finally, the Dartmouth Atlas of Health Care (Dartmouth Atlas) reveals wide-ranging
variations in health care cost, quality, and outcomes within U.S. states, regions, and
communities.'®® The Dartmouth Atlas has continually found that higher spending does
not necessarily lead to increased access to health care or to higher quality of care and, in
fact, it reports that patient outcomes can actually suffer from a lack of coordination of
care and overutilization of care.®® Thus, it appears that a greater “supply” of health care
(specialists, hospital beds, imaging equipment, etc.) may not always lead to better
outcomes — instead, it could lead to more expensive, yet less effective care. While
national studies’®” ' have examined the relationship between the distribution of health
care resources, cost, quality, and outcomes, the Division of Health Planning seeks to
promote further study specific to Tennessee’s health care system and communities. For
more discussion on the relationship between cost and quality, see the discussion on
Principle for Achieving Better Health Number 4 at page 41.

Given the above examples, opportunities may exist to streamline costs and improve care
in Tennessee. For example, the Commonwealth Fund predicts that Tennessee’s economy
could potentially save hundreds of millions of dollars by improving primary care services
and reducing avoidable hospitalizations (see the chart “Comparison of Tennessee Health
System Performance with Top-Performing Systems in Other States” (Appendix F) for
more details on this potential cost-savings).

Competition in the Health Care System

Several features distinguish the health care market from more traditional capitalist
economic markets. The supply sensitivity of health care services, the lack of price and
quality transparency, and the unique arrangement of economic incentives produce a
market where competition works differently than other markets and where factors other
than consumer (i.e., patient) decisions frequently drive market forces. These issues
present both significant challenges and opportunities for Tennessee as the health planning
process considers how to promote competitive markets in our health care system while
using competition to address the health needs of Tennesseans. In the future, the Division
of Health Planning hopes to utilize data from a database comprised of de-identified health
insurance claims data to analyze these issues.

The Supply Sensitivity of Health Care Services

In addition to studying variations in the quality and cost of care, the Dartmouth Atlas and
many other studies have demonstrated the supply sensitivity of health care services. The
Dartmouth Atlas defines supply sensitive care as “discretionary care that is provided
more frequently when a population has a greater per capita supply of medical
resources.” % In other words, a greater supply of many health care services will result in
higher utilization of those services, even if this additional utilization is not medically
necessary. In fact, several studies have shown that higher spending on health care

frequently does not lead to better outcomes and higher quality of care.!% #1112
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The Dartmouth Atlas reports that “in a payment system where provider incomes depend
upon the volume of services they provide, patients in regions with more physicians and
hospital beds have more frequent visits to physicians and more hospitalizations.”™"
Interestingly, several studies have examined the role that discretionary decisions play in
creating higher regional utilization. “These studies found that physicians’ decisions in
higher-spending regions were similar to those in low-spending regions in cases where
there was strong evidence for a specific treatment. But physicians in high-spending
regions were much more likely to intervene in cases where judgment was required (such
as whether to admit a patient with heart failure to the hospital or whether to refer a patient
with heartburn to a specialist). In other words, the local ‘ecology’ of health care—Ilocal
capacity, local social norms and the current payment environment—profoundly
influences clinical decisions.”***

Lack of Transparency

The lack of transparency in health care makes it difficult, if not sometimes impossible,
for consumers to know how much a service costs or what level of quality one provider
offers in comparison to others — and if having this information would influence patient
provider choice. Certainly, the quality of care health care providers provide can be
difficult to measure accurately given different risk levels presented by each patient.**®
Moreover, interpreting quality reports often requires technical expertise, and easy-to-
understand rating systems may not support meaningful comparisons among providers; a
number of standardized quality of care measures have been introduced into the industry,
but the role of quality information remains low in consumers’ health care decision-
making.™°. See page 41 for a discussion of quality of care measures.

In addition, it may be difficult for patients to learn in advance the price of a health care
procedure. The pay rates of providers are negotiated between health insurers and
providers, meaning that different health insurers may pay different amounts to providers
for performing the same procedure.’*” While price information is typically considered to
be confidential, there may be opportunities for the health planning process in Tennessee
to address the lack of price transparency in the state’s health care system, and learn to
what extent, if any, it is a barrier to a more competitive market.

Economic Incentives and Choice

The financial relationships that exist among providers, payers, and consumers may
reduce overall efficiency and inhibit traditional market competition.*®* Under the current
fee-for-service system, an economic incentive exists for providers to provide more
compensated services, which could lead to overutilization of certain health care services.
Additionally, contracts and prices are decided by large public and private bureaucracies
(i.e., governments and insurance companies), reducing opportunities for innovation and
entrepreneurship.*®
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Health care choices are also frequently limited for patients and purchasers of health
insurance. For instance, Tennesseans who receive their health insurance through their
employers may not have many options from which to choose: eighty-five percent of
national firms offering health benefits offer only one health plan type.'® In addition, a
2007 study by the American Medical Association found a high concentration of market
share by a small number of health insurance plans in most metropolitan statistical areas,
including most in Tennessee.*®* Consequently, employees and businesses rarely have the
opportunity to choose among insurance plans to find one that works best for them.

In response to rising premiums and their fear of litigation, national research indicates that
physicians may practice defensive medicine in certain clinical situations, resulting in an
over-utilization of medical services; however, the overall prevalence and costs of such
practices have not been reliably measured. Recent national surveys of physicians indicate
that many practice defensive medicine, but limitations to these surveys suggest caution in
interpreting and generalizing the results.’? More data is needed in this area.

Improving Competition in Tennessee’s Health Care System While Addressing
Health Needs

In order to improve efficiencies in health care markets, all barriers to competition should
be examined. The Commonwealth Fund, for example, suggests that encouraging the
implementation of electronic medical records, making accurate provider quality
information widely available and encouraging its use, and restructuring provider
reimbursement streams to enable innovation could all help improve the effectiveness of
the state’s health care system by making the ground more fertile for competition.'?®

While improving competition in health care is a stated policy of Tennessee law, a tension
does exist between encouraging competition and ensuring the availability of some level
of essential health care services. The Certificate of Need (CON) program is the state’s
primary tool to accomplish the orderly and economic development of health care projects
to meet health care needs of Tennesseans. While it has not been used as a tool to promote
competition, the state health planning process should consider how the CON program
could promote competition while providing greater access to essential health care
services. As stated by Tennessee law,'** the three primary criteria on which a CON
application is judged are need, economic feasibility, and the orderly development of the
health care system. The state health planning process will consider how the CON
program can further all of the principles of the State Health Plan while ensuring that
community health needs are met.

Tennessee State Health Plan -40 -



Quality of Care

Principle for Achieving Better Health Number 4: Every citizen should have confidence
that the quality of health care is continually monitored and standards are adhered to by
health care providers.

Overview

The issue of the quality of health care provided in the United States has received
increased attention in recent years. The Institute of Medicine, a science-based non-profit
organization with a mission to advise the nation on health matters, defines “high quality
care” as care that is:

e Safe —avoiding injuries to patients from the care that is intended to help them;

e Effective - providing services based on scientific knowledge to all who could
benefit and refraining from providing services to those not likely to benefit
(avoiding under use and overuse, respectively);

e Patient-centered — providing care that is respectful of and responsive to
individual patient preferences, needs, and values and ensuring that patient values
guide all clinical decisions;

e Timely - reducing waits and sometimes harmful delays for both those who
receive and those who give care;

e Efficient — avoiding waste, including waste of equipment, supplies, ideas, and
energy; and

e Equitable — providing care that does not vary in quality because of personal
charac}gsristics such as gender, ethnicity, geographic location, and socioeconomic
status.

Tennessee upholds professional standards through its system of licensing health care
providers and facilities. Many different organizations and stakeholders in Tennessee are
working on improving quality in health care.

Observations

While Tennesseans can be assured that health care providers are held to certain
professional standards by the state’s licensure system, they should also be concerned
about variation in quality of care. Beginning with a 1999 Institute of Medicine study
entitled “To Err is Human” (available at: http://www.iom.edu/CMS/8089/5575.aspx),
there has been a growing, widespread recognition that much of the U.S. health care
system is not meeting the quality standards the public expects and desires. Tennessee is
not excluded from this concern: the federal Agency for Healthcare Research and Quality
rated Tennessee’s overall health care quality as “weak” in its 2007 report.'?®

The State of Tennessee enforces a minimum standard of quality though the state licensure
process and the health related boards. There are 26 boards, committees, councils, and one
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registry that grant licenses to health care professionals. In addition, there are 21 types of
facilities that require licenses. The requirements for individual licensure generally
include:

e Being of good moral character and professional ethics

e Passing certain examinations or possessing a certain degree

e Having performed a certain number of hours of classroom training and supervised

clinical training at specified types of institutions.
e Fulfilling continuing education requirements

There are numerous organizations dedicated to working with health care providers on a
national level. In Tennessee, QSource is the statewide Quality Improvement Organization
that contracts with the federal Centers for Medicare and Medicaid Services to work with
providers to implement quality of care improvements. Its web site is found at:
http://www.qgsource.org/about.htm.

There has been rapid increase in the availability of quality of care measures and
scorecards put out by a variety of groups.’?” These measures and scorecards assess
quality of care based on one or more of the following domains:

e Process measures—whether or not the provider followed evidence-based
guidelines, such as performing important blood tests on diabetic patients;

e QOutcome measures—the number of times that a provider’s intervention is
successful versus unsuccessful events (such as an injury to the patient). With
outcome measures it is important to adjust the results based on the severity of a
patient’s illness so that it does not bias a provider’s results;

e Capacity measures—whether a provider has the right equipment and facilities to
perform procedures, for example a neonatal intensive care unit in a hospital;

e Volume Measures—Outcomes of some procedures improve when the providers
regularly repeat the procedure; and

e Patient experience measures—the impressions patients have of the quality of
care, such as whether the provider listened, and whether the provider understood
the patient.

Quality of care measures are publicly available from insurance companies, employers,
the federal government, and state governments.*?® Many health insurance plans measure
their quality of care and service using the HEDIS measures developed by the National
Committee for Quality Insurance (www.ncga.org). The Leapfrog Group is a national
coalition of employers that rates hospitals on quality of care (www.leapfroggroup.org). In
Tennessee, the Memphis Business Group on Health (www.memphisbusinessgroup.orq) is
working with Memphis hospitals to increase the number of hospitals that report to the
Leapfrog Group and to encourage quality improvements in those hospitals. On the United
States Department of Health and Human Services “Hospital Compare” website
(www.hospitalcompare.hhs.gov), Medicare has begun publicly comparing the quality of
hospital care experienced by its members. Many states have initiated ranking or grading
systems for their health care providers and institutions, but Tennessee has not. Quality
measures usually evaluate either hospitals or health plans, because their data is the most
readily available.
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A recent Robert Wood Johnson Foundation report concluded the following regarding
quality information:

o Availability: Virtually all publicly reported quality information is for hospitals
and health plans, not individual physicians or groups. Most information is
disseminated almost exclusively through the Internet.

o Awareness: Knowledge of publicly available quality information is not
widespread. Awareness is higher among consumers who are more educated and in
good health.

e Use: Even among consumers who are aware of the information, use of publicly
reported quality information is low.

e Reasons: Lack of relevance, not lack of interest or understanding, is the biggest
reason consumers do not use publicly reported information.'?®

Finally, relating to information, health care consumers seek health care because they need
services and expertise they cannot provide themselves. The practice of medicine is
complex and patients rely heavily on the advice and orders of their health care providers.
While some sources, such as WebMD,™*° offer consumers basic information about health
conditions and symptoms, these sources do not replace the need for health care providers
to properly diagnose and treat patients.
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Health Care Workforce

Principle for Achieving Better Health Number 5: The state should support the
development, recruitment, and retention of a sufficient and quality health care workforce.

Overview

In its World Health Report of 2008, the World Health Organization called for a “return to
primary care,” arguing that values, principles and approaches of primary care are more
relevant now than ever before.*® In the short term, Tennessee appears to have a sufficient
number of primary care physicians™®® and nurses (although they are not necessarily
proportionately distributed throughout the State, meaning patient access to primary care
is not uniformly available). In fact, the current economic recession has encouraged a
sufficient number of retired nurses to re-enter the workforce, preventing the estimated
nursing shortage that had been predicted. Whether or not this trend will continue, or if in
the future Tennessee will experience an overall health care workforce shortage, as has
been predicted by some, is an issue for further research and discussion. At this time,
however, the anticipated retirement of a large number of providers and workforce
professionals as well as the increasing health needs of the aging Baby Boom generation
indicate that the topic should be addressed sooner rather than later. The state should
consider developing a comprehensive approach to ensure the existence of a sufficient,
qualified health care workforce, taking into account issues regarding the safety net
system, the number of providers at all levels and in all specialty and focus areas, the
number of professionals in teaching positions, the capacity of medical, nursing, allied
health and other educational institutions, state and federal laws and regulations impacting
capacity programs, and funding.

This overview presents selected available data on the current state of the health care
workforce in Tennessee. It should also be noted that the quality of care provided by the
health care workforce is discussed in Principle for Achieving Better Health Number 4,
beginning on page 41.

Observations

The Tennessee Department of Labor and Workforce Development (“TDLWD™) reports
that educational and health services industries experienced the highest percentage growth
of service-producing industries in Tennessee in 2007; short term employment increased
2.3 percent and projected overall industry growth is the highest of all industry sectors.
Further, most jobs in the health services industry require postsecondary vocational
training or a Bachelor’s or higher degree, placing increased importance on the state’s
public and private education systems.** The current economic recession will most
certainly impact this industry’s growth numbers.

A wide array of professionals form the backbone of the health care system, and ensuring
there are sufficient numbers of these different types of professionals is essential to the
provision of quality care. Health care professionals range from doctors and nurses to
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allied health workers and public health officials; each category faces unique challenges,
including higher education resources, impending retirement of existing professionals, and
the distribution of professionals throughout the state.

Physicians

Given an aging U.S. population, one of the greatest challenges facing the health care
system is maintaining an adequate number of physicians. A report from the Council on
Graduate Medical Education predicts that by the year 2020 the United States will
experience an overall 10 percent shortfall in the number of physicians, and in particular
raises the concern of a potential shortage of generalists/primary care physicians.”** A
separate report shows that the supply of physicians varies dramatically — by more than 50
percent -- by region of the country,™ raising the related issues of physician location and
consumer access, and suggesting the need for careful consideration whether an increase
in the number of physicians alone is needed to solve regional inequities in supply and
cost, or whether the issue of location of physicians is the larger one. Tennessee, through
the work of the TDOH’s Office of Rural Health and The Rural Partnership,**® is able to
analyze its primary care physician practice location data to assess its intrastate regional
differences; however, at this time the state is unable to do so with specialty or “focus”
practice areas.

Whether or not it has a sufficient number of primary care physicians, Tennessee
compares well with the remaining states and the District of Columbia in the overall
number of primary care physicians practicing in the State. It has approximately 121.6
actively practicing primary care physicians per 100,000 people, compared with 120
primary care physicians per 100,000 people nationally.”*” However, 20 percent of
Tennessee’s physicians are over the age of 60 and thus nearing retirement age. In 2008,
as reported by The Rural Partnership in its 2008 Demand Assessment, health care
employers in Tennessee's 91 non-metropolitan counties had more than 770 openings for
health professionals (physicians, nurses, and advanced practice nurses/physician
assistants).”® In its Executive Summary, this report states: “Primary care physicians
continue to be in greatest demand,” raising the critical issue of the disproportional
primary care workforce distribution within the state.

It should be noted that the presence of more physicians does not necessarily translate into
better care. As reported by a study published by The New England Journal of Medicine,
patient outcomes are not necessarily better — and are sometimes worse — in regions with a
very large supply of physicians.*** Consequently, ensuring that physicians receive proper
initial training and can participate in ongoing quality enhancement efforts is equally
important as ensuring an adequate number of physicians.

Nursing

Nurses fill a wide range of roles in the health care system. In addition to providing direct
clinical care, nurses are also better able to perform many administrative and support
services than non-clinically trained personnel.**® There are several levels of nurses that
correspond to a certain level of education, including associate, bachelors, masters, and
doctoral degrees. For the near future, Tennessee is predicted to have sufficient associate
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degree nurses as a result of efforts made by stakeholders comprising the Nursing
Education Master Plan Steering Committee (the “Nursing Education Steering
Committee”). In fact, In January 2008 the Nursing Education Steering Committee
releasetljﬂa follow-up report and found that Tennessee will over-produce associate degree
nurses.

However, there is a risk that Tennessee will continue to under-produce higher level
bachelors (BSN) and masters degree (MSN) nursing graduates. The shortage of BSN and
MSN graduates is critical, according to the report. BSN/MSN graduates comprise the
nursing faculty pipeline, meaning that without more of these higher degree nurses, a
sufficient number of new nurses may not be trained and brought into the workforce. A
variety of reasons contribute to this shortage, including a wave of expected retirements
and competition between nursing schools and clinical practices for advanced degree
nurses. The salaries paid to nurses working in clinical practices tend to be higher than
those paid to nursing school faculty members, providing an economic disincentive to
teaching. According to the American Association of Colleges of Nursing, the average
salary of a master's prepared nurse practitioner working in a clinical setting is $72,480,
while master's prepared faculty members across all ranks earn an annual average salary of
$55,712.1%

Allied Health Workforce

The effective functioning of the health care system depends on having appropriate
numbers of allied health professionals to provide essential services to the public. Allied
health professionals encompass a very broad set of disciplines and functions, including
rehabilitation professions, medical assisting, emergency medical professions, medical
imaging, clinical laboratory services, dental services, and health information
management. In 2004, The Center for Health and Human Services at Middle Tennessee
State University updated its report Allied Health in Tennessee: A Supply and Demand
Study, which examines the supply and demand for various health care personnel in the
state."*® As stated in the report’s Executive Summary, from 1995-2000, “Tennessee has
experienced a 3.6 percent decline” in the number of allied heath and health science
baccalaureate graduates. Associate degrees awarded in the allied health and health
sciences declined 24.7 percent in Tennessee (as compared to 13.9 percent nationally).
The report states: “This decline in the number of health care workforce graduates has
implications for decreased access to health care by Tennessee residents.

The study finds that the shortage of physical therapists trained in Tennessee has been
“significantly decreased” and that occupational therapists are now being educated at a
rate that balances demand. However, the study notes several professions where current
graduation levels do not meet demand: respiratory therapy, health information
administration, health information management, medical assisting, surgical technology,
nursing assistance, EMT-paramedic training, and medical imaging (radiography and
diagnostic medical sonography). Information provided by this study will inform the
state’s work in this area.
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Public Health Workforce

Critical to the health of Tennesseans is the existence of an adequate public health
workforce. Public health professionals focus on improving health outcomes in their
states through a wide variety of activities, ranging from HIV/AIDS counseling, testing,
and surveillance to bioterrorism and emergency preparedness.*** As reported by the
Association of State and Territorial Health Officials, most states continue to be affected
by shortages of nurses in public health, as well as in other public health classifications,
including epidemiologists, laboratorians, dentists, social workers, and environmental
health workers. Tennessee’s average age of a state public health employee was over 48.7
in 2008, over the national average of 47. The percentage of these Tennessee state
employees who are eligible to retire within five years is approximately 48.3 percent,
significantly higher than the 29 percent average of the 28 states reporting this data. The
percentage of these Tennessee state employees who are eligible to retire immediately is
26.7 percent.'*

More Information Needed

Further research and analysis are needed to develop information on the access of
Tennessee’s population to additional health professionals, including physician specialists,
mental health professionals, dentists, advanced practice nurses/physician assistants,
dental hygienists and assistants, and allied health workforce members. The Division of
Health Planning is working with the TDOH and related stakeholder groups to identify
data, trends, and other information that will help the State support the development,
recruitment, and retention of a sufficient and quality health care workforce.

Expansion of Workforce Services Using Health Information Technology

Rapid changes in technology are presenting new opportunities for delivering medical care
to rural areas. Telemedicine is one innovation that may be used to strengthen the
likelihood of access to and continued health care in rural communities and isolated
populations. As already demonstrated by several providers in Tennessee, telemedicine
can spread the reach of specialists and other professionals in short supply, such as public
health dentists and psychiatrists. In addition, the American Recovery and Reinvestment
Act (ARRA) of 2009 provides almost $50 billion of federal investment in health
information technology.*® Investment in Tennessee’s health information infrastructure
could greatly improve the efficiency and of the state’s health workforce and possibly
reduce the negative effects of variation in the distribution of health professionals.
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Chapter 4: Data Driven Policy

In this chapter we describe two critical infrastructure initiatives led by the Division of
Health Planning. Both are designed to provide a dynamic fact-based foundation for
moving forward with the five Principles for Achieving Better Health described in
Chapter 3, and to support the standards developed for the Certificate of Need
program described in Chapter 5.

Data Driven Decision Support

The Division of Health Planning is constructing a Health Planning Decision Support
System (HPDSS), enabling the Division of Health Planning to bring data from a variety
of sources into a central computer-based system.

Decision Support System
HEALTH PLANNING DECISION SUPPORT SYSTEM (HPDSS)

Project Goals

The State of Tennessee’s Division of Health Planning is charged by statute with
“guid(ing) the state in the development of health care programs and policies and in the
allocation of health care resources in the state.” Data development and the ability to
analyze data in a variety of ways are key components of meeting this charge. Developing
policy guidance for and an assessment of Tennessee’s health care resources and the
health outcomes of Tennesseans (including health status, access, quality, and cost);
developing specific strategies relating to disease prevention, disease management, and
health care infrastructure; and utilizing the strategies to update the Certificate of Need
(CON) criteria and standards in alignment with both evidence and comprehensive
statewide health planning all require accurate, consistent, and comprehensive databases
and the ability to engage them.

To aid in developing these programs and policies, the HPDSS is being developed. The
HPDSS will bring data from a variety of sources into a central secure computer-based
system through which authorized users can retrieve, summarize, and analyze decision-
relevant data. It is anticipated that, through data-sharing agreements, HPDSS will also be
made available to assist information-seekers, analysts, and decision-makers across
government departments and agencies.

Project Objectives
The Division of Health Planning intends to develop the following capabilities through the
HPDSS:
e Support Certificate of Need (CON) decisions and guide use of state health
resources
e Track and project supply and demand for resources and facilities
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e Report on geographic access to health care

e Report on financial and cultural access to health care

e Track and project health care workforce development and demand for health care
workers

e Track and project health status of Tennesseans

e Report quality of health care

e Supply health data needs of other areas of state government

e Track the performance of health initiatives

e Report on the health care market and the financial status of the health care safety
net

Source Data

Identifying source data and adding data to HPDSS will be an on-going process. Sources
for data come from the TDOH, the TDMHDD, the Health Services and Development
Agency, and other state agencies. Other data are expected to come from sources outside
of state government.

Scope
The HPDSS can be thought of either as a series of projects or as phases of a single large
project. Each phase will follow the stages and yield deliverables as their descriptions are
developed. At the same time, these phases will build upon the overall project chartered
herein.
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Chapter 5: Certificate of Need
Program

In this chapter we present a brief background on the Certificate of Need program, the
steps utilized by the Division of Health Planning to develop revised standards for
CON categories, the status of CON categories undergoing review, and an overarching
Policy Statement Regarding Certificates of Need. The revised and updated standards
and criteria for positron emission tomography (PET) services and for cardiac
catheterization services can be found in Appendix A and Appendix B, respectively.

Certificate of Need

A Certificate of Need (“CON”) is a permit for the establishment or modification of a
health care institution, facility or service, purchase of major medical equipment, or
establishment of certain services at a designated location. A brief background on CON
and the list of institutions, services, and actions for which a CON is required are
presented.

Process for Revising Standards and Criteria
The publicly-participatory process for revising CON standards and criteria is presented
along with a prioritized schedule of CON categories to be revised.

Policy Statement Regarding Certificates of Need

An overarching Policy Statement Regarding Certificates of Need is presented that ties the
current three criteria of need, economic feasibility, and orderly development of health
care to the Five Health Planning Principles of the State Health Plan.

Certificate of Need

A Certificate of Need (“CON”) is a permit for the establishment or modification of a
health care institution, facility or service, purchase of major medical equipment, or
establishment of certain services at a designated location. The CON program is intended
to serve as a growth management and cost savings tool, since it requires certain health
care providers to establish the need for new services and facilities before the providers
will be allowed to build facilities, become licensed, or conduct certain business.
Tennessee Code Annotated 8 68-11-1603 declares that it is the policy of the State that
“the establishment and modification of health care institutions, facilities and services
shall be accomplished in a manner that is orderly, economical and consistent with the
effective development of necessary and adequate means of providing for the health care
of the people of Tennessee.” Thus, the three primary criteria for a CON are need,
economic feasibility, and the contribution to the orderly development of the health care
system.
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The Tennessee Health Services and Development Agency (HSDA) administers the CON
program.

Institutions, Services, and Actions Requiring a CON per Tennessee Code Annotated
§ 68-11-1607

As of the date of this edition of the State Health Plan, the following institutions require a
Certificate of Need prior to establishment, licensure, or certification:

e Hospital

e Nursing home

e Recuperation center

« Ambulatory surgical treatment center (“ASTC”)

e Mental health hospital

o Mental retardation institutional habilitation facility

e Home care organization (home health and hospice)

o Outpatient diagnostic center (“ODC”)

e Rehabilitation facility

e Residential hospice

o Non-residential methadone treatment facility

e Birthing Center

As of the date of this edition of the State Health Plan, the following services require a
Certificate of Need before they are initiated:
e Burn unit
o Neonatal intensive care unit (“NICU”)
e Open heart surgery
o Positron emission tomography (“PET”)
e Swing beds
e Home health
e Psychiatric (inpatient)
o Rehabilitation (inpatient)
o Hospital-based alcohol and drug treatment for adolescents provided under a
program of care longer than 28 days
o Extracorporeal lithotripsy
e Magnetic resonance imaging (“MRI’)
« Cardiac catheterization
o Linear accelerator
e Hospice
e Methadone treatment provided through a facility licensed as a non-residential
methadone treatment facility

As of the date of this edition of the State Health Plan, the following actions require a
Certificate of Need:
e Modification, renovation, or addition to a hospital in excess of $5 million and
other health care institutions in excess of $2 million.
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e Any change in the bed complement of a health care institution which:
a) Increases by one or more the total number of licensed beds;
b) Redistributes beds from acute to long-term care;
c) Redistributes from any category to acute, rehabilitation, child and adolescent
psychiatric, or adult psychiatric; and/or
d) Relocates beds to another facility or site.

e Change in location or replacement of existing or certified facilities providing
health care services, major medical equipment, or health care institutions.

o Change of parent office of a home health or hospice agency from one county to
another county.

e Acquisition of major medical equipment in which the cost exceeds $2 million.

« Discontinuation of obstetrical services.

Process for Revising Standards and Criteria

Tennessee Code Annotated 8§ 68-11-1609 directs the HSDA to use the current Guidelines
for Growth, 2000 Edition as the standards and criteria for granting a CON until the
Division of Health Planning produces an updated State Health Plan. Many of the current
standards were last updated well before 2000. Given the large number of categories
requiring revised standards and criteria, the Division of Health Planning intends to adopt
new standards and criteria incrementally and in consideration of the priorities identified
by the State Health Plan Advisory Committee with the advice of public input. The
Guidelines for Growth, 2000 Edition shall be considered part of this and subsequent State
Health Plan editions, and as the State Health Plan is approved and adopted to include
revised standards and criteria for each category, the revised standards shall replace each
respective category of Guidelines for Growth standards and criteria.

Public Process for Revising CON Standards and Criteria

To ensure a publicly-participatory process that is as efficient as possible, the Division of
Health Planning will endeavor to revise each category of Certificate of Need Standards
and Criteria by pursuing the following steps:

1. The Division of Health Planning will conduct background research on the
institution/service/action in question, including in this process interviews with and
data provided by relevant state department and agency personnel, including the
Health Services and Development Agency, the TDOH, and the TDMHDD. This
research will result in an informational packet containing the current standards
and criteria used; pertinent news and research literature; and Division of Health
Planning analysis as needed.

2. If the Division of Health Planning deems it necessary, it will select a
reasonable  number of recognized experts (depending on the
institution/service/action in question) to interview, for the express purpose of
ensuring that Division of Health Planning staff achieves a full understanding of
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the issues involved. The Division of Health Planning will endeavor to ensure that
these experts help the Division of Health Planning understand the diversity of
providers, needs, and circumstances in Tennessee. Prior to meeting with them,
the Division of Health Planning will submit questions to the selected experts in
addition to the informational packet.

3. The Division of Health Planning will interview the selected experts to
outline broad concerns, discuss specific technical issues, and receive their
professional advice on the drafting of revised standards and criteria.

4, After meeting with these experts, if the Division of Health Planning deems
it necessary, the Division of Health Planning will develop a questionnaire to seek
written input on specific draft standards and criteria under consideration by the
Division of Health Planning. The questionnaire will be emailed to all known
providers of the institution/service/actions in question in Tennessee, known
statewide associations, and anyone who has expressed directly with the Division
of Health Planning an interest in receiving this questionnaire; additionally, it will
be made available to the public via the Division of Health Planning’s web site and
that of the Health Services and Development Agency.

5. The Division of Health Planning will utilize initial input from the
interviewed experts and feedback from the questionnaire to draft proposed
standards and criteria.

6. The Division of Health Planning will submit the proposed standards and
criteria to the HSDA, to its Advisory Committee, to the TDOH, and to the
TDMHDD, and to the public for comment.

7. The Division of Health Planning will facilitate a public meeting prior to
the due date for public comments. This meeting will allow providers of differing
opinions to interact with each other and offer evidence for their respective
positions.

8. The Division of Health Planning will receive and consider written
comments from all who provide them, making any changes to the proposed
standards and criteria deemed necessary.

9. The Division of Health Planning will submit the proposed standards and
criteria to the Governor for approval and adoption in the next edition of the State
Health Plan.

Schedule of Priorities for Revising CON Standards and Criteria

The following schedule lists priorities for revising CON category standards and criteria
and the status of each. The former Health Planning and Advisory Board initiated work
on categories 1-3 below, thus the Division of Health Planning began work on these
categories first. Please note that revised standards and criteria for positron emission
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Tomography (PET) services and for cardiac catheterization laboratory services are
included in Appendix A and Appendix B, respectively.

In addition to revising standards and criteria for existing categories, the Division of
Health Planning is considering which categories should continue to be regulated by the
CON program; whether non-regulated institutions, services, and actions should be
regulated by the CON program; and the processes required to address these
considerations.

Exhibit 5. Priorities for Revising CON Standards and Criteria

Category Status

1. Positron Emission Tomography (PET) Services Revised

2. Cardiac Catheterization Laboratory Services Revised

3. Open Heart Surgery Services Under revision

4. Home Health/Hospice Services Research and
planning

5. Magnetic Resonance Imaging Research and
planning

6. Ambulatory Surgical Treatment Centers Research and
planning

7. Next categories to be determined by Advisory Ongoing
Committee with the advice of public input

Policy Statement Regarding Certificates of Need

As discussed in this Plan, the health needs of Tennesseans are complex and working to
meet them requires a multifaceted approach. No policy or program can single-handedly
change unhealthy behaviors, enhance the efficiency of health care delivery, ensure the
adequacy of health care services and professionals, and plan to meet future health needs.
However, because the Certificate of Need program impacts so many facets of our health
care system, and thus the delivery of health care to Tennesseans, it offers a significant
opportunity to address many of these challenges in a coordinated way.

For many years, the CON program in Tennessee has operated without an overarching set
of principles relating the goals of the CON program to the health needs of the state as
identified by a comprehensive health planning process. Through the State Health Plan,
the Division of Health Planning aims to tie together the current criteria of CON — need,
economic feasibility, and orderly development of health care — with the goals and
objectives to be established under the Five Health Planning Principles discussed in detail
in Chapter 3. This effort will be accomplished through overarching directives for the
CON program and through specific standards and criteria pertaining to each CON
category. The result will be a State Health Plan that orients all of state government
towards common health policies and principles.
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Role of the Division of Health Planning in the Certificate of Need Program

The Division of Health Planning was created by statute in 2004 (Tennessee Code
Annotated § 68-11-1625). As set forth therein, the Division of Health Planning’s purpose
is “(t)o create a state health plan that is evaluated and updated at least annually. The plan
shall guide the state in the development of health care programs and policies and in the
allocation of health care resources in the state.” The statute more specifically states that a
principal responsibility of the Division of Health Planning is “to develop and adopt a
state health plan, which must include, at a minimum, guidance regarding allocation of the
state's health care resources.” “Guidance regarding allocation of the state’s health care
resources,” a broad statement covering a variety of areas, directly refers to the
development of standards and criteria for the Certificate of Need program.

These standards and criteria are integral to the CON program. Tennessee Code
Annotated § 68-11-1608 directs the Departments of Health and of Mental Health and
Developmental Disabilities to review each CON application for consistency with the
State Health Plan. Moreover, Tennessee Code Annotated § 68-11-1609 (b) states: “No
certificate of need shall be granted unless the action proposed in the application is
necessary to provide needed health care in the area to be served, can be economically
accomplished and maintained, and will contribute to the orderly development of adequate
and effective health care facilities or services. In making such determinations, the agency
shall use as guidelines the goals, objectives, criteria and standards in the state health
plan.” Consequently, the State Health Plan created by the Division of Health Planning is
foundational to the CON program.

Policies for the Certificate of Need Program

In addition to the three criteria prescribed by Tennessee Code Annotated 8 68-11-1609
(b) used to review CON applications, this Plan also incorporates the Five Principles for
Achieving Better Health into the CON program. The guidance of these policy areas will
help ensure consistency between the CON program and the decisions and priorities of all
other state government departments and agencies. As a result of the priorities identified
through the health planning process, future editions of this State Health Plan will
establish more specific goals and objectives relating to each of the principles that will
help inform the HSDA in granting CONSs.

The Five Principles for Achieving Better Health are:

1. The purpose of the State Health Plan is to improve the health of Tennesseans.
The State Health Plan will identify and prioritize the health needs of Tennesseans
through public input and data collection and analysis. Consequently, the State
Health Plan will inform the HSDA regarding the types of health care services and
facilities that are most needed. In addition, through more comprehensive data
collection and analysis made possible by the HPDSS, health status will be
monitored throughout the state. Finally, health may be improved through better
coordination among providers throughout the continuum of care. Where
appropriate, specific CON standards and criteria will address a service’s position
in the continuum of care.
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2. Every citizen should have reasonable access to health care. Given the
community-based orientation of the Certificate of Need program, the HSDA
already considers access to health care under its first criterion of need. However,
there are legitimate questions surrounding what constitutes “reasonable” access to
different types of health care, including, for example, primary, emergency and
trauma, mental health, dental, and specialty care. As a result of a publically
participatory health planning process, the State Health Plan will provide
benchmarks for reasonable access and offer policy direction to the HSDA to
improve access.

3. While addressing health care needs, the State should encourage competitive
markets, economic efficiencies, and development of a robust statewide health care
system. As discussed in this State Health Plan, as part of the overall United States
health care system, Tennessee’s health care system experiences economic
inefficiencies and functions without traditional market-based competition. The
State Health Plan will encourage greater efficiency through transparency, thus
enabling greater competition that can itself lead to a more efficient distribution of
resources. However, given many of the characteristics that distinguish health care
from other economic sectors, the Certificate of Need program plays a role in
maintaining essential health care services in communities as well as supporting
institutions that predominantly serve the elderly, categorically needy, and indigent
persons.

4. Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers. Many
categories included in the CON program in Tennessee are of particular interest
regarding health care quality. Through various channels, the State Health Plan
will encourage the measurement and improvement of the quality of care provided
to Tennesseans. Through the CON program, the allocation of health care
resources in Tennessee will be based on sound research and will be designed to
maximize patient outcomes and safety. Thus, specific standards and criteria will
be designed to ensure that outcomes of care are measurable, measured, and
publicly reported.

5. The State should support the development, recruitment, and retention of a
sufficient and quality health care workforce. The allocation of health care
resources includes the allocation — or addressing shortages — of health care
professionals and providers. Staffing is always a key issue for CON applicants.
The State Health Plan will seek to orchestrate the development of a
comprehensive health care workforce development strategy that will coordinate
the health needs of the state with workforce development and placement
initiatives.  In addition, the State Health Plan will include in this strategy
opportunities for the CON program to contribute to a sufficient and quality health
care workforce.
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The Rules of the HSDA, 0720-11-.01, further detail the three general criteria for CON:

1. Need.

The health care needed in the area to be served may be evaluated upon the

following factors:

a)
b)

c)
d)

e)

f)

9)

The relationship of the proposal to any existing applicable plans (e.g., the
State Health Plan and the Guidelines for Growth, 2000 Edition);

The population served by the proposal,

The existing or certified services or institutions in the area;

The reasonableness of the service area;

The special needs of the services area population, including the
accessibility to consumers, particularly women, racial and ethnic
minorities, and low-income groups;

Comparison of utilization/occupancy trends and services offered by other
area providers;

The extent to which Medicare, Medicaid (TennCare), and medically
indigent patients will be served by the project.

2. Economic Feasibility. The probability that the proposal can be economically

accomplished and maintained may be evaluated upon the following factors:

a)

b)
c)

d)
e)
f)

Whether adequate funds are available to the applicant to complete the
project;

The reasonableness of the proposed project costs;

Anticipated revenue from the proposed project and the impact on existing
patient charges;

Participation in state/federal revenue programs;

Alternatives considered;

The Availability of less costly or more effective alternative methods of
providing the benefits intended by the proposal.

3. Contribution to the Orderly Development of Adequate and Effective Health Care

Facilities and/or Services. The contribution which the proposed project will make

to the orderly development of an adequate and effective health care system may
be evaluated upon the following factors:

a)

b)
c)

d)

The relationship of the proposal to the existing health care system (for
example: transfer agreements, contractual agreements for health services,
affiliation of the project with health professional schools);

The positive or negative effects attributed to duplication or competition;
The availability and accessibility of human resources required by the
proposal, including consumers and related providers;

The quality of the proposed project in relation to applicable governmental
or professional standards.

Inclusion of Data Reporting Requirements for Health Care Facilities or Services
with an Approved Certificate of Need.

Through its research the Division of Health Planning has determined that, in order to
develop the State Health Plan and to perform the Division of Health Planning’s other
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duties set out in Tennessee Code Annotated § 68-11-1625, purposeful changes must be
made to the quantity and quality of health-related information currently available to the
state. The Division of Health Planning further has determined that the Certificate of
Need program can and should assist in the assembly of needed data to inform the ongoing
development of the State Health Plan. As a result, the Division of Health Planning will
strive to include new data reporting requirements for successful certificate of need
applicants, as well as existing providers of CON program areas, in the standards and
criteria as they are developed. The Division of Health Planning will incorporate this data
along with data from other sources into its developing centralized data warehouse, the
Health Planning Decision Support System (HPDSS). Over time through the health
planning process the Division of Health Planning anticipates developing a rational and
consistent data reporting system with common definitions for all providers in the State of
Tennessee. Readily accessible, reliable, and timely data will enhance the CON program
through greater transparency and better informed analysis.

Tennessee State Health Plan -58-



Chapter 6: Advisory Committee

The State Health Plan Advisory Committee

In order to receive expert advice on the “big picture” elements of the health planning
process, the Division of Health Planning has created the State Health Plan Advisory
Committee. Members of the Committee include government officials and private sector
individuals with health data and policy expertise. Membership from the private sector
will change over time, while the membership of government officials is tied to their
office. For a complete membership list, please refer to Appendix G.

The Committee held its first meeting on October 23, 2008 and affirmed the Five Health
Planning Principles that form the basis for this Plan. Similar to its discussion of the Five
Principles, the Committee will continue to act as a sounding board for the overarching
direction of the health planning process. Members of the Committee have individually
reviewed and commented extensively on this draft first edition of the State Health Plan.
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