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Healthcare Spending is the

Biggest Driver of Federal Deficits

Projected Federal Budget Spending, 2016-2027 (Billions)
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Increasing Share of State Budgets
Goes to Medicaid Spending
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U.S. Premiums Increased 73%
More Than Inflation Since 2002

Source:
Medical
Expenditure
Panel Survey &
Bureau of
Labor Statistics
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- Why Are Jobs Growing

THE WALL STREET JOURNAL.

U.S. Jobs Growth Picks Up, but Wage Gains Lag Behind
By Jeffrey Sparshott

Updated July 7, 2017 6:57 p.m. ET

U.S. employers are churning out jobs unabated as the economic expansion enters its

ninth year, but the inability to generate more robust wage growth represents a missing

piece in a largely complete labor recovery.
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Spending on Higher Premiums

\CHQIR
Reduces $ for Take-Home Pay

Growth in Family Insurance Premiums, Annual Earnings, and Inflation
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Family Premiums Now Equal
to One-Third of Worker Pay

Source:
Medical
Expenditure
Panel Survey &
Bureau of
Labor Statistics
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What 0s Causi ng
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U.S. Insurance Premiums?

Private Health Insurance Spending 2009-2015
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Biggest Causes are Hospitals

\cHaR e . .
& Insurance Administration/Profit

Private Health Insurance Spending 2009-2015
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Half of Growth In Private Spending

\cHam . .
Has Been for Hospital Services

Sources of Private Insurance Spending Increase, 2009-2015
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Similar Pattern for Total Spending;
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Sources of Total Healthcare Spending Increase, 2009-2015
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Hospitals Are Biggest Contributor

\CHQR
to Growth for Two Decades

Growth in U.S. Private Health Insurance Spending, 2001-2015
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Insurance Administration 1s #2

llions

Source:
CMS National
Health
Expenditures

$450,000

$400,000

$350,000

$300,000

$250,000

$200,000

$150,000

$100,000

$50,000

S0

Growth in U.S. Private Health Insurance Spending, 2001-2015

Hospitals +163%

Physicians/
Prescription +96%

Insurance
Administration

+123%

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

© Center for Healthcare Quality and Payment Reform www.CHQPR.org

14



\CHQR

to Insurer Admin as to Drugs

As Much Private Insurance $ Goes
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Spending is Increasing Rapidly

\CHOR ~x o
in ASingle Paye

Growth in Per Capita Health Care Spending, 2008-2016
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How Do You Control the

N\CHQR | |
Growth in Healthcare Spending?
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Payer Strategy #1.
Cut Provider Fees for Services

——————— =
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Payer Strategy #2.

NcHamR _ _
Shift Costs to Patients
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Payer Strategy #3.

\CHaR |
Delay or Deny Care to Patients
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\+am Results of Typical Strategies

APatients dondt get the care t
costs increase In the future

A Small physician practices and hospitals
are forced out of business

A Health insurance premiums continue to rise and
access to insurance coverage decreases
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\+am Results of Typical Strategies

APatients dondt get the care t
costs increase In the future

A Small physician practices and hospitals
are forced out of business

A Health insurance premiums continue to rise and
access to insurance coverage decreases

IS THERE A BETTER WAY?

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 22



The Right Focus: Spending

Acram . .
That Is Unnecessary or Avoidable
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Avoidable Spending Occurs
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In All Aspects of Healthcare
N SURGERY
$ %ggeo%eusr?r?er:%essusrgreilrxexpensive implants

AVOIDABLE
SPENDING

NECESSARY
SPENDING

Alnfections and complications of surgery
ADveruse of inpatient rehabilitation

CANCER TREATMENT
AUse of unnecessarily-expensive drugs
AER visits/hospital stays for dehydration
and avoidable complications
AFruitless treatment at end of life

~ CHRONIC DISEASE
AER visits for exacerbations o
AHospital admissions and readmissions
AAmputations, blindness

MATERNITY CARE
AUnnecessary C-Sections
AEarly elective deliveries
AUnderuse of birth centers
AComplications of delivery
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Most of the Avoidable Spending

\CHQR
IS In Hospitals
N SURGERY
AUnnecessary surgery o
$ AUse of unnecessarily-expensive implants
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Institute of Medicine Estimate:

0% of Spending is Avoidable

Excess Cost Domain Estimates:
Lower bound totals from workshop discussions*

UNNECESSARY SERVICES Total excess = $210 B*
* Overuse: services beyond evidence-established levels
* Discretionary use beyond benchmarks
— Defensive medicine
* Unnecessary choice of higher cost services

INEFFICIENTLY DELIVERED SERVICES Total excess = $130 B*
* Mistakes—medical errors, preventable complications
* Care fragmentation
* Unnecessary use of higher cost providers
* Operational inefficiencies at care delivery sites
— Physician offices
— Hospitals

EXCESS ADMINISTRATIVE COSTS Total excess = $190 B*
* Insurance-related administrative costs beyond benchmarks
— Insurers
— Physician offices
— Hospitals
— Other providers
* Insurer administrative inefficiencies
* Care documentation requirement inefficiencies

PRICES THAT ARE TOO HIGH Total excess = $105 B*
* Service prices beyond competitive benchmarks
— Physician services
i. Specialists
ii. Generalists
— Hospital services
* Product prices beyond competitive benchmarks
— Pharmaceuticals
— Medical devices
— Durable medical equipment

MISSED PREVENTION OPPORTUNITIES Total excess = $55 B*
* Primary prevention
* Secondary prevention
* Tertiary prevention

THE HEALTHCARE IMPERATIVE

Lowering Costs and Improving Outcomes

Workshop Series Summary

FRAUD Total excess = $75 B*

* All sources—payer, clinician, patient
INSTITUTE OF

OF THE NAT!

*Lower bound totals of various estimates, adjusted to 2009 total expenditure level.
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25% of Avoidable Spending

IS Excess Administrative Costs

Excess Cost Domain Estimates:
Lower bound totals from workshop discussions*

UNNECESSARY SERVICES Total excess = $210 B*
* Overuse: services beyond evidence-established levels
* Discretionary use beyond benchmarks

ALUE & SCIENCE-DRIVEN HEALTH CARE — Defensive medicine

_ _ _ + Unnecessary choice of higher cost services

INEFFICIENTLY DELIVERED SERVICES Total excess = $130 B*
* Mistakes—medical errors, preventable complications
* Care fragmentation
* Unnecessary use of higher cost providers

Operational inefficiencies at care delivery sites
Dibccing £65

THE HEALTHCARE IMPERATIVE

Lowering Costs and Improving Outcomes

ACUSUMRE  EXCESS ADMINISTRATIVE COSTS Total excess = $190 B*
* |nsurance-related administrative costs beyond benchmarks
— Insurers
— Physician offices
— Hospitals
— Other providers
* |nsurer administrative inefficiencies
Care documentation requirement inefficiencies

* Product prices beyond competitive benchmarks
— Pharmaceuticals
— Medical devices
— Durable medical equipment

MISSED PREVENTION OPPORTUNITIES Total excess = $55 B*
* Primary prevention
* Secondary prevention
* Tertiary prevention

FRAUD Total excess = $75 B*
* All sources—payer, clinician, patient

INSTITUTE OF

OF THE NATION

*Lower bound totals of various estimates, adjusted to 2009 total expenditure level.
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Ao The Right Goal: Less Avoidable $,
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The Right Goal: Less Avoidable $,

More Necessary $
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\rar Win-Win for Patients & Payers
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Barriers in the Payment System

\CHaR . .
Create a Win-Lose for Providers
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Barrier #1: No $ or Inadequate $

for High-Value Services

AVOIDABLE
SPENDING

NECESSARY
SPENDING

UNPAID

No Payment or
Inadequate Payment for:

AServices delivered
outside of face-to-face
visits with clinicians, e.g.,
phone calls, e-mails, etc.

AServices delivered by
non-clinicians, e.%.,
nurses, community health
workers, etc.

ACommunication between
physicians to ensure accurate
diagnosis & coordinate care

ANon-medical services,
e.g., transportation

APalliative care for patients
at end of life
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Barrier #2:. Avoidable Spending
s Revenue for Providersée

AVOIDABLE
SPENDING

PROVIDER COST

REVENUE OF
SERVICE

NECESSARY DELIVERY
SPENDING
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N\CHQR |
Wil |l Decreas
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e But FIi Xed Cost

Many Fixed Costs of Services
Remain When Volume Decreases

ALeases & staff in physician practice

A Costs of hospital emergency room
and other standby services

AVOIDABLE

SPENDING AVOIDABLE —
SPENDING

PROVIDER COST

REVENUE OF COST

SERVICE =I=¥@)\ViIn] == OF
NECESSARY DELIVERY NggEEl\IS[)SIﬁ‘I%Y REVENUE SERVICE

SPENDING DELIVERY
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e But FIi Xed Cost

W\CHQR
and New Costs Me¢
4 Many Fixed Costs of Services
$ Remain When Volume Decreases

And New Costs May Be Incurred
A Costs of nurse care managers
A Costs of unpaid physician services

A Costs of collecting quality data
AVOIDABLE COST OF

SPENDING AVOIDABLE NEW SVCS
SPENDING

PROVIDER COST

REVENUE OF COST

SERVICE =I=¥@)\ViIn] == OF
NECESSARY DELIVERY NggEEl\IS[)SIﬁ‘I%Y REVENUE SERVICE

SPENDING DELIVERY
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eLeaving Provi de
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(or Bigger Losses Than Today)

4 Many Fixed Costs of Services

$ Remain When Volume Decreases
And New Costs May Be Incurred,

Potentially Causing Financial Losses

AVOIDABLE — S—

SPENDING AVOIDABLE EENONN I\ EW SVCS
SPENDING

PROVIDER COST
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SPENDING DELIVERY
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A Payment Change i s R&fdrm
Unless It Removes the Barriers

BARRIER #1

AVOIDABLE
SPENDING

NECESSARY
SPENDING

UNPAID
SERVICES

No Payment or
Inadequate Payment for:

« Services delivered
outside of face-to-face
visits with clinicians, e.E;.,
phone calls, e-mails, efc.

« Services delivered by
non-clinicians, e.%.,
nurses, community health
workers, etc.

« Communication between
physicians to ensure accurate
diagnosis & coordinate care

+ Non-medical services,
e.g., transportation

« Palliative care for patients
at end of life

BARRIER #2

Many Fixed Costs of Services
Remain When Volume Decreases
And New Costs May Be Incurred,

Potentially Causing Financial Losses

AVOIDABLE MARGIN — —
SPENDING

COST OF
\v(e]pr.\z]H=l LOSS
SPENDING S———

PROVIDER  COST
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SERVICE

PROVIDER OF
DELIVERY NECESSARY

REVENUE | SERVICE
SPENDING DELIVERY

NECESSARY
SPENDING
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Payment: Pay for Performance

PAYER SOLUTION:

$ Hospitals & Physicians
L Have to Justify a Portion
Valué 'B'ased. of What They Would

| P4P Have Otherwise Received
Based on Performance
on Quality/Cost Measures

FEE
FOR R==

SERVICE FOR

PAYMENTS SERVICE
PAYMENTS

I UNPAID I UNPAID
' SERVICES ! ' SERVICES !
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Don6t Overcome t

N PAYER SOLUTION:

VT S ASmall P4P bonuses

, value-Based, may not be enough to
pay for the added costs
of improving quality

AP4P $ may not be
enough to pay the
FEE costs of collecting and

FOR reporting the data
SERVICE O] P J

PAYMENTS SERVICE ASmall P4P bonuses are
PAYMENTS less than the loss of

fee-for-service revenue

from lower utilization

I UNPAID I UNPAID I
| SERVICES_ | _SERVICES__
IS OF
v _REVENUE _
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Despite Years of P4P,
Quality Has NOT Improved
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Despite Years of P4P,
Quality Has NOT Improved
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Over-Emphasis on Narrow Quality

Measures Can Harm Patients

Figure 2. Rates of Estimated Hospital Admissions for Hyperglycemia and Hypoglycemia
Among Medicare Beneficiaries With Diabetes Mellitus, 1999 to 2010
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Source: National Trends in US Hospital Admissions for Hyperglycemia and Hypoglycemia
Among Medicare Beneficiaries, 1999 to 2011 JAMA Internal Medicine May 17, 2014
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Hypertension Control, Commercial PPOs & HMOs

Over One-Third
of All Patients With
High Blood Pressure o
rendt Recei vilng
Adequate Care
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Money With No Apparent Benefit

| t0s Costing Ev

By Lawrence P. Casalino, David Gans, Rachel Weber, Meagan Cea, Amber Tuchovsky, Tara F. Bishop,

Yesenia Miranda, Brittany A. Frankel Kristina B. Ziehler, Meghan M. Wong, and Todd B. Evenson DOl W0.I377 fhithaff 20151258
HEALTH AFFAIRS 35,
NO. 3 (2016} 401-406

US Physician Practices Spend
More Than $15.4 Billion Annually
To Report Quality Measures

Each year US physician practices in four common specialties spend, on average, 785
hours per physician and more than $15.4 billion dealing with the reporting of quality
measures. While much is to be gained from quality measurement, the current system is
unnecessarily costly, and greater effort is needed to standardize measures and make them
easier to report.

Foundation, Inc
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P4P Has Been Studied to Death
& e

Annals of Intermal Medicine

REVIEW

The Effects of Pay-for-Performance Programs on Health, Health Care

Use, and Processes of Care

A Systematic Review

Aaron Mendelson, BA; Karli Kondo, PhD; Cheryl Damberg, PhD; Allison Low, BA; Makalapua Motiapuaka, BA;
Michele Freeman, MPH; Maya O'Neil, PhD; Rose Relevo, MLIS, MS; and Devan Kansagara, MD, MCR

Background: The benefits of pay-for-performance (P4P) pro-
grams are uncertain.

Purpose: To update and expand a prior review examining the
effects of PAP programs targeted at the physician, group, mana-
gerial, or institutional level on process-of-care and patient out-
comes in ambulatory and inpatient settings.

Data Sources: PubMed from June 2007 to October 2016;
MEDLINE, PsycINFO, CINAHL, Business Economics and Theory,
Business Source Elite, Scopus, Faculty of 1000, and Gartner Re-
search from June 2007 to February 2016.

Study Selection: Trials and observational studies in ambulatory
and inpatient settings reporting process-of-care, health, or utili-
zation outcomes.

Data Extraction: Two investigators extracted data, assessed
study quality, and graded the strength of the evidence.

Data Synthesis: Among 69 studies, 58 were in ambulatory set-
tings, 52 reported process-of-care outcomes, and 38 reported
patient outcomes. Low-strength evidence suggested that P4P
programs in ambulatory settings may improve process-of-care
outcomes over the short term (2 to 3 years), whereas data on

longer-term effects were limited. Many of the positive studies
were conducted in the United Kingdom, where incentives were
larger than in the United States. The largest improvements were
seen in areas where baseline performance was poor. There was
no consistent effect of P4P on intermediate health outcomes
(low-strength evidence) and insufficient evidence to characterize
any effect on patient health outcomes. In the hospital setting,
there was low-strength evidence that P4P had little or no effect
on patient health outcomes and a positive effect on reducing
hospital readmissions.

Limitation: Few methodolagically rigorous studies; heterage-
neous population and program characteristics and incentive
targets.

Conclusion: Pay-for-performance programs may be associated
with improved processes of care in ambulatory settings, but con-
sistently positive associations with improved health outcomes
have not been demonstrated in any setting.

Primary Funding Source: U.S. Department of Veterans Affairs.
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2013 Results for Medicare Shared Savings ACOs

A 46% of ACOs (102/220) increased Medicare spending

A Only 24% (52/220) received shared savings payments

A After making shared savings payments, Medicare spent more than it saved
A Net loss to Medicare: $78 million

2014 Results for Medicare Shared Savings ACOs

A 45% of ACOs (152/333) increased Medicare spending

A Only 26% (86/333) received shared savings payments

A After making shared savings payments, Medicare spent more than it saved
A Net loss to Medicare: $50 million

2015 Results for Medicare Shared Savings ACOs

A 48% of ACOs (189/392) increased Medicare spending

A Only 30% (119/392) received shared savings payments

A After making shared savings payments, Medicare spent more than it saved
A Net loss to Medicare: $216 million
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Private Shared Savings ACOs
Have Also Been Floundering
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