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The challenge treatment-resistant depression

(TRD) poses to physicians and patients is 

universally acknowledged. Patients with TRD

are twice as likely to be hospitalized,1 make

more outpatient visits,1 consume over six times

more healthcare utilization costs,1 and are at

greater risk of suicide than patients who

experience sustained efficacy.2

After one or two prior episodes of depression,

patients have a 50% to 90% risk of another

episode,3 which is often of longer duration,

more severe, and less responsive to treatment.3

Long-term outcomes may be even worse than

those reported in clinical trials, with the

percentage of patients who get well and stay

well falling as low as 35%.2

Given that patients with TRD require long-term or

lifelong treatment,4 there remains the need for a

more tolerable therapy that provides

antidepressant and quality-of-life efficacy shown

to improve over time and to be sustained 

long-term. Despite the many therapeutic options

available, the prevalence and implications of

TRD highlight the urgency of exploring new

therapies with unique mechanisms of action. In

collaboration with psychiatry, Cyberonics is

committed to search for more effective and

tolerable long-term solutions.
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Physicians: Medicare Formula Is Priority in Reform
B Y  J E N N I F E R  S I LV E R M A N

Associate  Editor,  Practice  Trends

WA S H I N G T O N —  Congress should fix
Medicare’s payment formula before taking
on any new reforms to pay physicians on
the basis of quality, medical organizations
testified at a hearing of the House Ways
and Means health subcommittee.

If impending cuts to the fee schedule go
into effect, “physicians will be hard pressed
to undertake quality initiatives such as in-
formation technology,” testified Nancy
H. Nielsen, M.D., trustee to the American
Medical Association.

President Bush’s budget request for fiscal
year 2006 includes a scheduled 5.2% pay-

ment cut for
physician ser-
vices under
Medicare. Actu-
aries have esti-
mated that
physician pay-
ments could de-
cline by more
than 30%
through 2012,
unless modifica-
tions are made
to the sustain-
able growth
rate (SGR), a

component in the physician pay formula
that determines each year’s update.

Although the AMA has engaged in its
own evidence-based, quality improvement
measures, “it is critical to replace the
flawed physician payment formula to al-
low quality initiatives to flourish,” Dr.
Nielsen said.

Other medical organizations offered
similar pleas in testimony and in state-
ments to the subcommittee. 

Going ahead with pay-for-performance
initiatives but not changing the formula to
stave off the 5.2% cut “is unacceptable,”
Jerome B. Connolly, senior government re-
lations representative with the American
Academy of Family Physicians, told this
newspaper. 

At the hearing, pay-for-performance
proposals were heavily touted as a viable
payment alternative by witnesses and pan-
el members alike. “We fundamentally
have to rethink how we pay our doctors,”
said Subcommittee Chair Nancy L. John-
son (R-Conn.).

Some physicians perform better than
others in the quality of care they deliver,
Glenn M. Hackbarth, chairman of the
Medicare Payment Advisory Commission
(MedPAC), testified.

The SGR system “fails to create appro-
priate incentives to improve perfor-
mance,” he said. MedPAC in its March re-
port to Congress recommended a quality
incentive payment system for physicians
under Medicare, using various types of in-
formation technology to manage patients.

Such an approach would establish ex-
clusive performance standards and award
physicians accordingly, while establishing
standards to improve quality, he said.

Rep. Pete Stark (D-Calif.), the panel’s
ranking member, countered that he was
“reluctant to get into the quality issue.” As

far as reforming payments, “I think it’s up
to the doctors to regulate themselves.”

Any type of payment system that re-
wards providers by improving patient care
and outcomes must not be punitive or
used as a control for physician volume,
said William F. Gee, M.D., a urologist
from Lexington, Ky., who testified on be-
half of the Alliance for Specialty Medicine.

Measures should also be specialty spe-
cific, he continued. “In some areas, par-
ticularly surgery, it can be difficult to keep

quality measures up to date enough to be
perceived as relevant.”

In addition, the reporting of quality or
efficiency indicators and health outcomes
data could be administratively prohibitive
to many physicians, especially those in
small practices that don’t have electronic
health records, Dr. Gee testified.

There is some evidence that pay for
performance can work, at least in the pri-
vate sector. Since the implementation of
three major pay-for-performance contracts

with Partners Healthcare System in
Boston, “we have steadily improved in
targeted areas,” such as diabetes care,
Thomas H. Lee, M.D., network president
for the health care system, testified.

The rate of rise in pharmacy spending
under these contracts averaged about 5%
in 2004, which is lower than the national
average of 9%.

The contracts cover the care of over
500,000 primary care patients and a num-
ber of patients referred to specialists. �
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