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nrhi The Healthcare Problem
\aar - Washington Is Trying to Solve

4 Expand A Goal:
Health Fewer
Insurance People

\ Coverage ) Uninsured

Individual Mandate?
Employer Mandate?
Public Plan?

Community Rating?
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nrhi
‘il\\CHQER

But How to Pay For It?

4 I
Raise
Taxes?
a N I
reauce B 0o
Healthcare » »
Insurance
Costs? C
N ) \Coverage
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nrhi
:gs(:HQgR

Reducing Costs Isn’t Better If It
Means Rate Cuts or Rationing

/Rate Cuts\ 4 A
& Raise
Rationing Taxes?
2 ) \ J
a N I
reauce [ PR
Healthcare » »
Insurance
Costs? C
Y ) \Coverage
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nrhi The Ideal Path —
\cHar But Is It Possible?

_ 4 N ([ Expand A Goal:
Higher- Reduce Health Fewer
Value Healthcgre Insurance People
Delivery? . Costs ) | Coverage ) |Uninsured

THE “HOLY GRAIL":
BETTER, MORE
AFFORDABLE
HEALTH CARE

WITHOUT RATIONING
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nrhiReducing Costs Without Rationing:
YCHOR Prevention

Healthy [ Continued |
Consumer Health

. J

4 N\
Preventable
. Condition )
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nrhiReducing Costs Without Rationing:

\CHOR Avoiding Hospitalizations
[ Healthy [ Continued |
Consumer | | | Health
‘Preventable ! No )

Condition Hospitalization
. / . J
4 N
Acute Care

Episode
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nrhiReducing Costs Without Rationing:

:.g\(:HQgR

Efficient, Successful Treatment

|

Healthy
Cconsumer

(Conﬂnued\
Health

\. J

4 ™\
Preventable

Condition
N\ J

I\

-

NO

| Hospitalization

N

J
~

-

Acute Care
Episode

( Efficient )
Successful

. Outcome )

" High-Cost )
Successful

. Outcome

/

Infections,

(Complications, )

_ Readmissions )
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nrhi
N\CHOR

Opportunity: “Ambulatory-Care

Sensitive Conditions”

U.S. Expenditures on Hospital Inpatient Stays, Age 0-65, 2006 (Millions)

Normal birth/live born

Heart conditions

<

Cancer
Trauma-related disorders

Other circulatory conditions arteries, veins,...

Iﬂiﬁ

< Diabetes mellitus
Gallbladder, pancreatic, and liver disease
< Hypertension

Other endocrine, nutritional & immune...

Kidney Disease

Osteoarthritis and other non-traumatic joint...

< COPD, asthma H
Other CNS disorders s
< Pneumonia H
Mental disorders :

Infectious diseases
< Back problems H
=

Medical Expenditure Panel Survey, 2006 S0

$5,000 $10,000$15,000$20,000$25,000 $30,000
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ISSIONS

per 1,000 Medicare Enrollees (2005)

Discharges for Ambulatory Care-Sensitive Conditions
Minneapolis
65-67/1000
(25% Lower)
N4

Preventable Adm

Milwaukee &

Detroit Region Is 11th Worst In
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nrhiCurrent Payment Systems Reward
\aar Bad Outcomes, Not Better Health

Healthy [ Continued |
Consumer Health

\- J

4 )

4 N
Preventable No
Condition Hospitalization
\ J - J

( Y (  Efficient )

AEUtigo%aere >, Successful
P J | LU _ Outcome )
" High-Cost )

Successful

. Outcome

(Complications, )
Infections,
_ Readmissions )

$
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nrhi “Episode Payments” to Reward
\ar - Efficiency Within Episodes

[ Healthy [ Continued |

Consumer ) | (  Health |
e h 4 h
Preventable No
_ Condition | | Hospitalization
r o Efficient |
Acut.e CElE » Successful
Episode | Outcome

AN

Y4

High-Cost
-  Successful

[
[
| .
M Ep|50de Y Outcome

. - - N
Complications,
A Single Payment | Payment

-

> Infections,

For All Care Needed | __ Readmissions
From All Providers in

the Episode,
With a Warranty For L l

Complications
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nrhi The Weakness of Episode

s Payment
Healthy [ Continued |
Consumer | | | Health

4 I
Preventable

Condition
. J

How do you prevent
unnecessary episodes
of care?

(e.g., preventable
hospitalizations
for chronic disease,
overuse of cardiac
surgery,
back surgery, etc.)

Vs

No
Hospitalization

Acute Care
Episode

~N

Episode
Payment

—>

— =T Y
Efficient
Successful

QOutcome
High-Cost
Successful
. Outcome
(Complications, )

Infections,

AN

Y4

-

_ Readmissions )
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nrhi Comprehensive Care Payments

Y CHOR To Avoid Episodes

( . )
Healthy Continued
Consumer ) [ | Health |

_/_________g — 7_________q _________

: Preventable No |

Condition Hospitalization I

| - / > < - Eff : i N

icien

| ACUIE (CETTE >  Successful |

: Episode | [ | Outcome ) I

: [ High-Cost ) |

| Comprehensive L Successful :

Care __ Outcome )

I Payment (Complications, | |

. [ - Infections,

ASingle o | Readmissions | |

Payment : “Global” |

For All Care | Payment [

Needed For : l

A Condition
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nrhi Isn’t This Capitation?
\cHar No — It's Different

CAPITATION COMPREHENSIVE
(WORST VERSIONS) CARE PAYMENT

No Additional Revenue
for Taking Sicker
Patients

Payment Levels
Adjusted Based on
Patient Conditions )

" Limits on Total Risk )
Providers Accept for
\Unpredictable Events)

Providers Lose Money
On Unusually
Expensive Cases

4 ] N
Bonuses/Penalties
Based on Quality
Measurement

Providers Are Paid
Regardless of the
Quality of Care

Provider Makes
More Money If
Patients Stay Well )

Provider Makes
More Money If
Patients Stay Well

( - . )
Flexibility to Deliver

Highest-Value
Services
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nrhi  Who Should Be Accountable
\car For Achieving Higher Value Care?

e Health Plans?

 Hospitals?

* Integrated Delivery Systems?

o Multi-Specialty Group Practices?

2009 Network for Regional Healthcare Improvement, Center for Healthcare Quality and Payment Reform 16



nrhi Keeping People Well?
R Primary Care

[ Healthy } [ Continued |

Consumer J(| [ Health |
4 ) 4 ™
Preventable R No
Condition L Hospitalization
- Iy QP \
Efficient
AEUt.e %are >  Successful
. pisede  J I | Outcome )
" High-Cost )

—>  Successful
. Outcome

(Complications, )
- Infections,
_ Readmissions )

PRIMARY
CARE
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nrhi  Avoiding Hospitalizations?
Y CHOR Primary + Specialty Care

[ Healthy } [ Continued |

Consumer J(| [ Health |
4 N
Preventable

s

NO

Condition
\ J

PRIMARY
CARE

Hospitalization
. J

~N

>
Acute Care

Episode

/‘L \ 4

N

PRIMARY +
SPECIALTY

( Efficient )
Successful
Outcome
<

High-Cost
Successful
. Outcome
(Complications, )
Infections,

hYZ

_ Readmissions )
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nrhi

Better Acute Care?
\ctar - Hospitals and Specialists, But...

Healthy
Cconsumer I

(Conﬂnued\
Health

\- J

4 I\
Preventable

s

NO

Condition
\ J

PRIMARY
CARE

Hospitalization
. J

~N

>
Acute Care

Episode

/‘L \ 4

N

PRIMARY +
SPECIALTY

\

J
N

[ Efficient
>  Successful
. Outcome
[ High-Cost

—>  Successful
. Outcome

J

> Infections,

(Complications, )

_ Readmissions )

HOSPITALS

& SPECIALISTS
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nrhi ...MDs Choose Which Hospital

A\car - (or Non-Hospital Setting) to Use

Healthy
Cconsumer I

(Conﬂnued\
Health

\- J

4 I\
Preventable

s

NO

Condition
\ J

PRIMARY
CARE

Hospitalization
. J

~N

>
Acute Care

Provider #1

\

L

V4

L AcC _ are
Proviaer #2

\

J
N

[ Efficient
>  Successful
. Outcome
[ High-Cost

—>  Successful

N

L Acu_ are
L Pro r #3

AN

. Outcome

J

PRIMARY +
SPECIALTY

> Infections,

(Complications, )

_ Readmissions )

HOSPITALS

& SPECIALISTS
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nrhi  Resources/Capabilities Needed
\aar  for PCPs to Manage Utilization

ik 2B

Inpatient
Episodes

PCP : ’) > Patient
Practice .

Unneeded
Testing

i N




nrhi  Resources/Capabilities Needed
\aar  for PCPs to Manage Utilization

[ Data and analytics to measure and )
monitor utilization and quality

Coordinated relationships with | - — - - -,
specialists and hospﬁals ) ] ; |
Method for targeting high-risk Inpatlent
_ patients (e.g., predictive modeling) ) Episodes
PCP ( ) Patient
: Capalbility for tracking patient care
Practice and ensur?/ng followup (e.qg., registry)
> ¢ Unneeded
Resources for patient educ. & self- Testing
mgt support (e.g., RN care mgqr) ) | j !

N\

PCP w/ time for diagnosis,
treatment planning, and followup

\. J/

© 2009 Network for Regional Healthcare Improvement, Center for Healthcare Quality and Payment Reform 22



nrhi  Developing a Business Case

\CHOR Based on Quality & Cost
CURRENT

# Admissions/Year: 500

% Readmitted: 25%
(<30 Days)

$/Admission $5,400
(Medicare/No Complic.):

Cost of Readmissions: $675,000

Cost of PCP Care Mgt: $150,000

Admissions for COPD/Pneumonia or CHF at large community hospitals
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nrhi  Developing a Business Case

Y CHOR Based on Quality & Cost
CURRENT
# Admissions/Yeatr: 500
% Readmitted: 25% WHAT IS THE
(<30 Days) RETURN-ON-INVESTMENT
$/Admission $5,400 (ROI)
(Medicare/No Complic.): NEEDED TO REDUCE
Cost of Readmissions: $675,000 TOTAL COSTS?
Cost of PCP Care Mgt: $150,000

Admissions for COPD/Pneumonia or CHF at large community hospitals
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nrhi Success Needs to Be Sufficient to
\ax Justify the Cost of the Intervention:

CURRENT 20% REDUCTION

# Admissions/Year: 500 500
% Readmitted: 25% 20%
(<30 Days)
$/Admission $5,400 $5,400
(Medicare/No Complic.):
Cost of Readmissions: $675,000 $540,000
Cost of PCP Care Mgt: $150,000 $150,000
Savings: $135,000
Net Benefit/ROI: ($15,000)

25
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nrhi Cost and Outcomes Need to Be
\aar — Jointly Defined for Success

CURRENT 40% REDUCTION

# Admissions/Yeatr: 500 500
% Readmitted: 25% 15%
(<30 Days)
$/Admission $5,400 $5,400
(Medicare/No Complic.):
Cost of Readmissions: $675,000 $405,000
Cost of PCP Care Mgt: $150,000 $150,000
Savings: $270,000
Net Benefit/ROI: $120,000 1.8:1

26
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nrhi Comp. Care Payment Requires
\CHOR ROI Analysis & Targeting

 Return on Investment (ROI; Cost-Effectiveness)
— Cost of intervention
VS.
— Savings from reduced utilization

 Timeframe for Return
— Short-term: readmission, ER reduction, complex patients
— Long-term: prevention, early-stage chronic disease patients

o Targeting Services/Patient Segmentation
— Focusing additional services on high-utilization patients
VS.
— Providing services to all patients as a general “benefit”
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nrhi  Capabilities Exist Today, But
\@ar - Function Independently of PCPs

I B S S B B S S B B B S S B S S S S S S S Sy

- ~

4 . M
Data and analytics to measure and |\

monitor utilization and quality

~

specialists and hospitals

|
|

Health Coordinated relationships with : - - —;— -
|
|

I

|

I

|

1 Plan k | '

I p :

 Of Method for targeting high-risk IEnFi);t)'gQ;

: Disease | patients (e.g., predictive modeling) ) : P

+ Mgt " Capability for tracking patient care | ! Patient

''VVendor and ensuring followup (e.g., registry) | !

: > . : Unneeded

\ Resources for patient educ. & self- | , Testing

\ mgt support (e.g., RN care mgr) |, j

\\_____: _________________ /; —— ___.:

' PCP i PCP w/ time for diagnosis, )

: : treatment planning, and followup

I Practice \ =
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nrhi Medical Home Initiatives Expand

\cax  PCP Capacity, But Not Enough

S NN
/ Data and analytics to measure and | 1\
: monitor utilization and quality l

|
: Health Coordinated relationships with e - -
1 Plan specialists and hospitals ! ; |
| .
. Method for targeting high-risk Inpatlent
' patients (e.g., predictive modeling) | s Episodes

~ \ g
II/ i Cczilpability fo; tlrlacking patient care | Patient
: and ensuring followup (e.g., registr

I Patient- > 0 P (€., reg y): : Unneeded
Centered | o B A owe man | ¥ g
' Medical J PP 9 J J | j I
| ¥ : - M___.
: ome PCP w/ time for diagnosis, |
\ treatment planning, and followup |
\ b /4
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nrhi

Goal: Give PCPs the Capacity

A\ciar  to Deliver “Accountable Care”

\

ges UTEN EEN I EIN N I N D N O S O S - -,

-
7

/

PCP
Practice

+

Partners

ACO

- - - - - S - . - . . - - - - - -,

~

monitor utilization and quality

Coordinated relationships with
specialists and hospitals

N\

i Capability for tracking patient care
kand ensuring followup (e.g., reglstry))

Method for targeting high-risk
| patients (e.g., predictive modeling) )

[ Resources for patient educ. & self- )
mgt support (e.g., RN care mgr)

J

N\

PCP w/ time for diagnosis,

4 . N
Data and analytics to measure and

treatment planning, and followup

\. J/

- O S S S S S S S S S S e B e e e

/

\

J

~

Inpatient
Episodes

Patient

Unneeded
Testing
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nrhi Major Changes In Both Payment
\iar & Delivery Systems Are Needed...

TODAY THE FUTURE
Fee Episode &
for PAYMENT SYSTEM REFORM Global

Service Payment

- o Accountable
ragmente DELIVERY SYSTEM REFORM Care
Care _
Organizations
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nrhi ...But Transitional Steps
I\CHOR Will Be Needed

TODAY TRANSITION THE FUTURE

Fee Episode &
for PAYMENSEEER® Global
Service . Payment

Accountable
Care
Organizations

Fragmented DEL IVE f)
Care
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nrhi ...But With A Clear Vision Of
\aar  \Where We Want To End Up

TODAY TRANSITION THE FUTURE
Fee Episode &
for PAYMENEEEERD. 2 Global

Service - Payment

.. | Accountable
Fra%rgf;ted DELIVE P, ‘ Care

Organizations
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nrhi
I\CHQR

Challenge: Most Physicians
Are In Very Small Practices

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

% of Physician Practices in U.S., 2005

. T _ T __I

1-2 Physicians

3-10 Physicians 11-25 Physicians >25 Physicians
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nrhi

ACHam Potential Solutions

 All physicians join large groups
* Physician practices acquired by hospitals

« Small physician practices join together in IPAs or
virtual Physician Organizations to share resources
and manage patient populations

© 2009 Network for Regional Healthcare Improvement, Center for Healthcare Quality and Payment Reform 35



nrhi Michigan BC/BS Physician Group
Incentive Program

:gs(:HQgR

Fee-for-Service

MD || MD || MD || MD
MD || MD || MD || MD
MD || MD || MD || MD
MD || MD || MD || MD
MD || MD || MD || MD

Phase |

Fee-for-Service

. n
P4P for QI

Virtual MD Group

i MD || MD || MD || MD

Phase Il

Fee-for-Service

+

P4P for QI

+

Medical Home $

MD

MD || MD

MD

— e o e o e o e o e = o e = =y

Virtual MD Group

MD

MD || MD

MD
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nrhi How Do You Transition to Better
Y CHOR Payment Systems?

CURRENT PAYMENT SYSTEMS

Health Insurance Plan

9 & B

Office Specialty Hospital
Visits Consults Stay
VAV A4 .
Physician Immuni- /’Av’0|d’abl’e /, A\£0|d:ilblel/
' zations
Practice Lab Work/ ...No penalty or
""" Imaging reward for
SN ——— high utilization
: 1|/ Avoidable elsewhere

No payment for
services that
can prevent
utilization...
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nrhi A Starting Point:
WCHOR Medical Home Payment

MEDICAL HOME PROGRAM

Health Insurance Plan

9 & B

Office Specialty Hospital
Visits Consults Stay
VAV A4 .
Physician Immuni- /' Avoidable /AVOIdable /
' zations
Practice -ab Work/ Co'fh?rllj'ﬁtrggnt
: |
Care , Injag’mg’ > to reduce
Mgt / Aoidable utilization
_ /7 7 elsewhere
Higher
payment for
primary
care...
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nrhi Shared Savings: Future Reward,
\aar - But No Upfront Payment Reform

SHARED SAVINGS MODEL

Health Insurance Plan

9 & B

Office Specialty Hospital
Visits Consults Stay
. _~ Avoidable ~ | |~ _Avoidable
Physician Immuni-
' zations
Practice Lab WorkJ Portion of
| Care | Imgglng savings from
...Returned k. _Avoidable~| | reduced
to physician | 0 ——-Z-- spending in

...but no upfront $
for better care

practice after other areas...
savings

determined...
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nrhi  The Beginning of ACO-ness:
YCHOR Flexibility + Accountability

PARTIAL GLOBAL PMT + UTILIZATION P4P

Health Insurance Plan

Condition-
Adjusted
Per Person -——--- ]! |
Payment 1 Office 1|! Specialty Hospital :
Visits | | Consults Stay I
Physician “SIIIC | Eatoidane ~| [ Aoidable :
. Immuni- 1 | ! . |
Practice/ Jations ' | ! ..with :
ACO [ V]-=-==- | Lab work/ reward/penalty |
""" 1] Imaging for '
Care 1| utilization !
Mgt ]! ~ _Avoidable ~~ elsewhere I
______ . ___________'
Flexibility to
decide how P4P Bonus/Penalty
to spend $... 1sed on

© 2009 Network for Regional Healthcare Improvement, Center for Healthcare Quality and Payment Reform 40



nrhi More ACO-ness:
WCHOR Partial Global Payment

PARTIAL GLOBAL PMT (Professional Svcs)

Health Insurance Plan

Condition-
Adjusted

Per Person === oo , B 1] ! : T
Payment I Office I Specialty 1] ! Hospital I
Visits ! | Consults : | Stay !
PhyS|C|an o __ :I I_/_/T(\/_;aé_b‘l ‘ I~ _Avoidable I
Practice/ immun- e ——
zations | T _L— -bw _k7 =
—————— 1 Lab Work/ 1
ACO [ V| ZIiIi: : Il 1| | P4P Bonus/Penalty
Care | :___.,._g,_ J - d on
Mgt - A(v_oldgb‘le/ , tion
______ |

Flexibility and accountability
for a condition-adjusted budget
covering all professional services
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nrhi  True ACO: Full Flexibility &
\ca Accountability w/o Insurance Risk
FULL GLOBAL PAYMENT

Health Insurance Plan

Condition-
Adjusted
Per Person ____________I___r _________________ I __I:::::::::::"_I
Payment Office I Specialty 1 1 Hospital : :
Visits ! | Consults | | Stay "
Physician SSIZZZo, PZAoidable -, L2 7 -Avoidable” =77 |
, Immuni- I
Practice/ zations ! r-------- ! :
ACO | Vi------ ' 1 Lab Work/ ,
I : ' ; '
11 Care : - Irzgg’l_n g, — |
1l Mgt ! elAvodabler, !

Flexibility and accountability
for a condition-adjusted budget
covering all services
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nrhi Episode Payments for Acute Care
\rar - Help the ACO Manage Costs

FULL GLOBAL PAYMENT

Health Insurance Plan

Condition- ; .
Adjusted Episode Payment to Hospital
Per Person ===
Payment Office : Specialty
Visits | | | Consults
Physician Pt ¢ Z_Avoidable <
: mmuni-
Practice/ zations | T .
ACO | TIoIIE | Lab Work/ | ,
——————
Condition- 11 Care : - Irzgg’l_ng, -1 :
Adjusted ' Mgt ! ¢ ZAvordable 7, !
Per Person === 2 - :
Payment Flexibility and accountability

for a condition-adjusted budget
covering all services
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Transitioning to Global Payment

PARTIAL GLOBAL PMT + UTILIZATION P4P

Health Insurance Plan

Condition- @
Adjusted
Per Person T———--- N
Payment 1 Office Specialty Hospital
:_ Visits 1 Consults Stay
Physician ——-—- | ' = avidabre = Avoidable
. 1 Immuni- | .
Practice/ I Jations | ...with
ACO Lo——-. Lab Work/ reward/penalty
""" 1 Imaging for.
1 Care utilization
1 Mgt 1! L~ _Avoidable elsewhere
L - | | e L _ _ _ .
Flexibility to .
decide how P4p Bonus/Penalty | PARTIAL GLOBAL PMT (Professional Svcs)
to spend $... Based on Utilization

| Health Insurance Plan

Condition-
Adjusted
Per Person
Payment

r r -
1 Office : 1 Specialty !

! Visits 1+ ! Consults |
— R e e
Physician --=-=-- v Avoidable Z |
Practice/ ) Immun
:_zations 1 '-L-l-)\-N-E/--;
ACO oo : ? or P4P Bonus/Penalty
1 Care : |_7_m_flgn_g__= Based on Utilization
1 v_-Avoidable Z |
Mot FULL GLOBAL PAYMENT

Flexibility and accountability
for a condition-adjusted budget
covering all professional services

Health Insurance Plan

Physician

Condition-
Adjusted
Per Person TR N e e LN R R R
Payment 11 Office | 1 Specialty I 1 Hospital ]
'\ Vists 1} Consults 0o Stay ]
lr—===- v__Avoidable 2 | .7 Avoidable” -
|

' L
1 Immuni- |

Practice/ 0 s §  goomomo .

ACO h Sosoco 1 Lab Work/ !
[EoooS 1 i

|1 Care ' L,I_m.%g%?_;.i

il Mgt v Avoidable 2

Flexibility and accountability
for a condition-adjusted budget
covering all services
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nrhi A Perfect Starting Point: Merging
\rar - Two Payment Reform Silos

SILO #1

SILO #2

Implementing
Medical Home/
Chronic
Care Model

Reducing

Hospital
Readmissions

Penalize Hospitals for
Readmissions Even
If the Cause is Poor

Primary Care

Pay More to Physicians
For Being Certified
As a “Medical Home”
And Hope That Outcomes
Improve
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nrhi  Marrying the Medical Home
\rar  gnd Hospital Readmissions

Lower

Rflduci_ngl Reducing Hospital
ospita Hospital Readmissions
Readmissions C )
Requires Readmissions Provides ROI
for Chronic
Improved

Community Care Care Investment

. Reforming
Implementing

Medical Home/ Payment for
i Primary/
e Chronic Chronic
Care Model Care

: Care
Requires

Higher/Different
Payment
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nrhi Difficult for Providers to Change |If
WCHOR Only One Payer Changes

Payer Payer Payer
| r

-

1Current _- -
Better IPayment -
Payment :System -7 Current
System : _- Payment
- System

Provider

/P\\
A 4 ~5

Patient || Patient || Patient

Provider is only compensated for changed practices
for the subset of patients covered by participating payers
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nrhi Payers Need to Align to
\ciar  Enable Providers to Transform

Payer Payer Payer
Better
Payment
Payment System 5 Bettert
System aymen
System
Provider
+

Patient || Patient || Patient
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nrhi Payer Coordination Is Beginning
\eoar  to Occur Around the Country

 Examples of Payer Coordination:

— Minnesota: All private payers have agreed to pay for care
managers in primary care practices and consult fees to
psychiatrists to help manage patients with depression

— Pennsylvania: All commercial payers have agreed to pay
for medical home/chronic care services in primary care
practices

— Rhode Island: All-payer medical home demonstration

» A Facilitator of Coordination iIs Needed
— Minnesota: Institute for Clinical Systems Improvement
— PA & RI: State Government

 Medicare Needs to Participate in Local Projects

© 2009 Network for Regional Healthcare Improvement, Center for Healthcare Quality and Payment Reform 49



nrhi  Impact of Federal Legislation
\car  on Payment/Delivery Reform

 |f federal health reform passes:

— Limited to pilot projects for Payment Reform/Accountable
Care Organization; few significant broad-based changes

— Applications for pilots will likely be primarily large
providers/integrated systems unless communities help their
smaller providers organize to apply

— Communities with multi-payer initiatives will likely/hopefully
receive preference from CMS for Medicare pilots

e |f it doesn’t pass:
— Locally-organized projects with commercial payers will be
the only way for payment and delivery reform to happen
— Communities can still pursue case-by-case Medicare
waivers
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nrhi Payment Changes Only Affect
\car - One Side of the Relationship

Payment

System

¥

[ Patient }—{ Provider]
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Ability and
Incentives to:
*Keep patients well

-Avo_id unneeded
services

*Deliver services
efficiently

eCoordinate
services with other
providers
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nrhi  Benefit Design Changes Are
\cHar Also Critical to Success

Ability and . Ability and
Incentives to: Benefit Payment Incentives to:

«Improve health Design System | .keep patients well
*Take prescribed *Avoid unneeded
medications services

*Allow a provider to *Deliver services

coordinate care efficiently

*Choose the : I «Coordinate
highest-value Patient Provider services with other
providers and providers

services
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nrhi Extreme Views of Patient Role in
\cHar Use of Medical Home/ACO

ROCK HARD PLACE
CONSUMERS/ CONSUMERS/
PATIENTS CAN PATIENTS ARE

CHANGE OR USE “LOCKED IN”
MULTIPLE TO A SINGLE
PROVIDERS GATEKEEPER

AT WILL PROVIDER
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nrhi

Creating a Middle Ground to
\aar  Sypport the Medical Home/ACO

ROCK

CONSUMERS/
PATIENTS CAN
CHANGE OR USE
MULTIPLE
PROVIDERS
AT WILL

MIDDLE GROUND

CONSUMERS/
PATIENTS HAVE
INCENTIVES

HARD PLACE

TO CHOOSE &
USE AN ACO OR
MEDICAL HOME

CONSUMERS/
PATIENTS ARE
“LOCKED IN”
TO A SINGLE
GATEKEEPER
PROVIDER
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nrhi Lack of Coordination Between
\aar - Pharmacy & Medical Benefits

Single-minded focus on ...could result in higher
reducing costs here... spending on hospitalizations

Pharmacy Benefits Health Insurance
Drug Hospital Physician
Costs Costs Costs
* High copays for brand-names Other
when no generic exists Services
* Doughnut holes & deductibles
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nrhi Both Payment & Benefit Design
\aar  Are Controlled by the Payer

PAYER
Ability and l . l Ability and
Incentives to: Benefit Payment Incentives to:
«Improve health Design System | .keep patients well
*Take prescribed *Avoid unneeded
medications

services

*Allow a provider to ' *Deliver services

coordinate care efficiently
*Choose the . " eCoordinate
Blr%t]/iedset_r\éaalll;]% Patlent Prowder services with other

| providers
services
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nrhi But Purchaser Support is Needed
\car - Particularly for Benefit Changes

PAYER
Ability and l _ l Ability and
Incentives to: Benefit Payment Incentives to:
«Improve health Design System | .keep patients well

*Take prescribed *Avoid unneeded
medications services
*Allow a provider to *Deliver services

coordinate care efficiently
*Choose the . " eCoordinate
Blr%t]/(iadset_r\éaalll;l% Patlent Prowder services with other

_ providers
services
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nrhi And Consumer Support is
YCHOR Critical for Reform

Payment
System

L Patient }—{ Provider ]
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nrhi Better Payment Systems Require
\arar  Good Quality Measurement

e Concern: Giving healthcare providers more accountability for
costs reduces the incentives for overuse, but raises concerns
about whether patients will get too little care
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nrhi Better Payment Systems Require
\rar  Good Quality Measurement

e Concern: Giving healthcare providers more accountability for
costs reduces the incentives for overuse, but raises concerns
about whether patients will get too little care

e Solution: Measure healthcare quality and include incentives
for providers to maintain/improve quality as well as reduce
costs
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nrhi Better Payment Systems Require
\arar  Good Quality Measurement

e Concern: Giving healthcare providers more accountability for
costs reduces the incentives for overuse, but raises concerns
about whether patients will get too little care

e Solution: Measure healthcare quality and include incentives
for providers to maintain/improve quality as well as reduce

COStS Wisconsin Collaborative for Healthcare Quality
Diabetes: Blood Sugar (A1c) Control (¥eHa.
° Ideal Develo Uallt This meauge axsesses e care or 150 966 cariens N .
p q y Greater Detroit Area Health Council

measures with participation, | [3
of physicians, as Regional | =
Health Improvement

N=5245]

Collaboratives do =

N=2%331
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nrhi Don’'t Wait for a
\CHQR Federal “Answer”

* There Is no one-size-fits-all solution to healthcare
transformation; each region will need to actually
make It happen in its own unique environment.

« Payment reform is necessary, but not sufficient.
Delivery system reform, changes in benefit design,
and effective quality measurement are also essential.

* The best federal policy will support regional action;
Medicare should participate in regionally-defined
payment reforms.
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nrhi For More Information on
\aar - Payment and Delivery Reforms

Reduce Readmissions
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CENTER FOR
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PAYMENT REFORM

For More Information:

Harold D. Miller

President & CEO, Network for Regional Healthcare Improvement
and
Executive Director, Center for Healthcare Quality and Payment Reform

Miller.Harold@ GMail.com
(412) 803-3650

www.NRHI.org
www.CHQPR.org
www.PaymentReform.org
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