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How Do You Control Growing
Healthcare Spending?
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Typical Solution #1.
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Cut Provider Fees for Services
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Typical Solution #2:

NcHamR _ |
Shift Costs to Patients
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Typical Solution #3:

\CHaR |
Delay or Deny Care to Patients
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\eox - Results of the Typical Strategies

A Small providers forced out of business

A Consolidation of providers to resist cuts in fees

A Shifts in care to higher-cost settings

A Increases in utilization to offset losses in revenue

A Patients avoiding necessary care due to high cost-sharing
A Large increases in health insurance premiums

A Inability to afford health insurance
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The Right Focus: Spending

That Is Unnecessary or Avoidable
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Avoidable Spending Occurs

\CHQR
In All Aspects of Healthcare

AVOIDABLE
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Avoidable Spending Occurs

\CHQR
In All Aspects of Healthcare
N SURGERY
$ %ggeo%eusr?r?é%gsusrgreilrxexpensive implants
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Alnfections and complications of surgery
ADveruse of inpatient rehabilitation
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Avoidable Spending Occurs

\CHQR
In All Aspects of Healthcare
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$ %ggeo%eusr?r?é%essusrgreilrxexpensive implants

AVOIDABLE
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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 _
ate-stage cancers due to poor screening
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Avoidable Spending Occurs

\CHQR
In All Aspects of Healthcare
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Avoidable Spending Occurs

\CHQR
In All Aspects of Healthcare
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AER visits for exacerbations o
AHospital admissions and readmissions
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Ao The Right Goal: Less Avoidable $,
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The Right Goal: Less Avoidable $,

W\CHQR
More Necessary $
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Win-Win for Patients & Payers
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Barriers in the Payment System
Create a Win-Lose for Providers
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Barrier #1: No $ or Inadequate $

\cHam . .
for High-Value Services

No Payment or
Inadequate Payment for:

ﬁSetrv_i((j:es 1Edfelivertedf
visits with clinicians, e.q.,
SPENDING phone calls, e-mails, et%.

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

ACommunication between
PCPs and specialists to

NECESSARY
SPENDING manage patient needs

ANon-medical services,
e.g., transportation

AAdditional time for patients
with higher intensity needs

I UNPAID
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Barrier #2:. Avoidable Spending
May Be Revenue
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Much Avoidable Spending Is

I\CHQR _
Revenue Hospitals Depend On
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e And When
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e Pr ov i Reeenug O

N\CHQR
May Decrease
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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
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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
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eLeaving Provi de

W\CHQR |
(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
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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
PCPs and specialists to
manage patient needs

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

« Additional time for patients
with higher intensity needs

BARRIER #2

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

Potentially Causing Financial Losses
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\crHop Critical Access Hospitals Are
~ Split Between 2 Payment Systems

FFS
Payment

Cost-
Based
Payment

Payment



Cost-Based Reimbursement

Avoids the Problems With FFS

FFS
Payment

Costs

Attributed A Flexibility to deliver services patients need

é:;sseta Mectli%are A No loss in margin with fewer services

Payment &
Medicaid
Patients

Payment Cost
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But
Pay Based on Costs

Payer s

Don

FFS
Payment

Costs
Attributed
Cost- to
Based Medicare
Payment &
Medicaid
Patients

Payment Cost

A Flexibility to deliver services patients need
A No loss in margin with fewer services

A No incentive for efficiency
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Hospital Costs at Low Volumes
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\CHQRR

Hospitals Seek More FFS Patients

for Enough Revenue to Cover Cost

for
Other

Payment B patients

Costs
Attributed

Cost- to
Based Medicare
Payment &
Medicaid
Patients

Payment Cost

o e e e = - _— e e = = === =

I More .’__I\/_Ifgr_g_lr_l__i
' FFS 1iadded Cost

: Patients !
' C?sts
or
FFS Other
Payment I patients

Costs
Attributed
Cost- to
Based | Medicare
Payment &
Medicaid
Patients

Payment Cost

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

31



But More FFS Patients Shifts
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Does

NNKaseed Pay

Fix Fee for Service?

FFS

ANo payment for

services that
will benefit
patients

A ower
revenues from
reducin
avoidable costs

VALUE-
BASED
PAYMENT
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\CHQR

nNnVaiBaes e d

Pay ment

FFS + Small Bonuses/Penalties

FFS

ANo payment for
services that
will benefit
patients

A ower
revenues from
reducin
avoidable costs

ANo payment for
services that
will benefit
patients

A ower
revenues from
reducin
avoidable costs

A Hospital Readmission
Penalties

A Hospital-Acquired Condition
Penalties

A Hospital Value-Based
Purchasing

A Physician Value-Based
Modifier
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Small P4P/VBP Bonuses

N\CHOR A
Usually Wondt O

4 Many Fixed Costs of Services

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

Potentially Causing Financial Losses

That Arenot Offset

AVOIDABLE — S—
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SERVICE =I=¥@)\ViIn] == OF
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\CHOR Providers May Be Penalized for
- Having Patients With Higher Needs

CONCLUSIONS AND RELEVANCE Patient characteristics not included in Medicare's current
risk-adjustment methods explained much of the difference in readmission risk between
patients admitted to hospitals with higher vs lower readmission rates. Hospitals with high
readmission rates may be penalized to a large extent based on the patients they serve.

|
e

‘Original investigation | HEALTH CARE REFORM

Patient Characteristics and Differences in Hospital
Readmission Rates

s WD, MEA. MSCE: 1 Michazd Mewilkams, MD, PR

[ nvited Commentary

jamaintemaimedicine com

JAMA Intern Med. Published online September 14, 2015. doi:10.1001/jamainternmed.2015.4660 =N

rrrrrrrrr

\\\\\\\\\\
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HHS Announced Goal to Move

\CHQR
Away From VBP & FFS+P4P

nVa l-Based HHS Goal
Pur chasi ngfor2018

nAIlIter
Payment
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Built on a
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CMS

\CHQIR

NAl ternat.I
Announced To Date

vV €

TYPE OF PROVIDER

CMS PROGRAM

~_Health Systems,
Multi-Specialty Groups,
HOs, and IPAs

Accountable Care
Organizations
(MSSP & Pioneer)

Primary Care

~Comprehensive
Primary Care Initiative

Specialty Care

Oncology Care Model

Hospitals and
Post-Acute Care

Comprehensive Care
for Joint Replacement
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CMS

\CHQIR

Donot

nAI

N\

ternat i
Change

vV e
Cur

TYPE OF PROVIDER

CMS PROGRAM

PAYMENT STRUCTURE

~_Health Systems,
Multi-Specialty Groups,
HOs, and IPAs

Accountable Care
Organizations
(MSSP & Pioneer)

C__FFS D
T

Shared Savings on
Attributed Total Spending

Primary Care

~Comprehensive
Primary Care Initiative

FES
PMPM $ for Atfributed Patients
+

Shared Savings on
Attributed Total Spending
(for State or Region)

Specialty Care

Oncology Care Model

FFS
PMPM $ for Attributed Patients
+
Shared Savings on

Attributed Total Spending
(for 6-month window)

Hospitals and
Post-Acute Care

Comprehensive Care
for Joint Replacement

FFS

Hospital Bonuses/Penalties for
Attributed Total Spending
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\CHQIR

e Mo st

Only Prov

After Other Spending is Reduced

TYPE OF PROVIDER

CMS PROGRAM

PAYMENT STRUCTURE

Primary Care

Mult SHea_lt? Systems, Accc):ountable_ Care FFS
ulti-Specialty Groups, rganizations Avi
HOs, and IPAs (MSSP & Pioneer) A Shared_Savin Senging
FFS
+

~Comprehensive
Primary Care Initiative

PMPM $ for Attributed Patients

Shared Savings on
At eg—tetat-Spending

(JU -
(for State or Region)

Specialty Care

Oncology Care Model

FFS
+
PMPM $ for Attributed Patients
Shared Savingsn

spending
(for 6-month window)

Hospitals and
Post-Acute Care

Comprehensive Care
for Joint Replacement

FFS

Hospita{ Bonuses/Penalties Jor
Attribu g
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Nrar Pr obl ems Wi th fA ¢

A Providers receive no upfront resources to improve care
management for patients

A Already efficient providers receive little or no additional
revenue and may be forced out of business

A Providers who have been practicing inefficiently or
iInappropriately are paid more than others

A Providers could be rewarded for denying needed care as well
as by reducing overuse

A Providers are placed at risk for costs they cannot control and
random variation in spending
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\CHQIR

Models Hold Individual Providers

Accountable for Total Cost of Care

TYPE OF PROVIDER

CMS PROGRAM

PAYMENT STRUCTURE

Health Systems,
Multi-Specialty Groups,
HOs, and IPAS

Accountable Care
Organizations
(MSSP & Pioneer)

FFS

+
Shared Savin Sgs on
Attributed Total Spending

Primary Care

~Comprehensive
Primary Care Initiative

FFS
+
PMPM $ forAttributed Patients

Specialty Care

Oncology Care Model

Hospitals and
Post-Acute Care

Comprehensive Care
for Joint Replacement

FFS

+
Hospital B M r
Attribut8d_Total Spendin
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k\C]Hoﬂgll\/ls Wants to Make Each Provider
Accountable for Total Spending
Comprehensive  Oncology Comprehensive
ACOs Primary Care Care are for
A Initiative Model Joint Replacement
Spending
Spending on
. . on All
S Speonr(]jlng Spegr(]jlng All Chronic
= All All Services Disease
@ : : the Care
7] Semg:es Semg:es Oncol dgi s|t s énd
& ACOS s PCPS ¢ Patients Care
S : ] - ) Receive Related to
= Patients Patients During Joint
= Recelve Recelve Chemo Surgery
2 Treatment After
Discharge
Payments Payments Payments Payments
to to to to
ACOs PCPs Oncologists Hospitals
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Impact of VBP & CMS APMs on

Ao ' .
Critical Access Hospitals

A CAHSs not subject directly to Hospital Value-Based Purchasing
I Affordable Care Act required a demonstration project to do this
but CMS has not implemented one

A Resource Use measures for IPPS hospitals could discourage

use of CAHs o |
I If CAH SNF cost per day is high or if patient is readmitted to the CAH,
IPPS hospitals could avoid using the CAH for post-acute care services

A Resource Use measures for physicians could discourage use
of CAHs
I Surgeons penalized if patients use higher-cost post-acute care services
I PCPs penalized if patients are hospitalized at higher-cost hospitals
I If CAH cost per day or cost per admission is higher than other
hospitals, physicians could avoid using the CAH for admissions
Or post-acute care services
A Shared Savings programs penalize hospitals
i Most Asavingso wil/l come from avec
I Losing less is still losing for the hospital
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AcHom MACRA

A MACRA (Medicare Access and CHIP Reauthorization Act)
repealed the Sustainable Growth Rate (SGR) formula that was
threatening to cut physician payment every year

A MACRA created two optional replacements
I MIPS (Merit-Based Incentive Payment System) i the default
I APMs (Alternative Payment Models)

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 48
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MIPS Is P4P on Steroids

$

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

0f -

MIPS Quality 5%:)/:

n Me {Based T
Incentive Resource Use 30%
Payment nClinical Practice 15%
System EHR A Meani ngf Uuses
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Docs Will Be Rewarded for Using

\CHQR |
Fewer and Lower-Cost Services
A
$
FFS
PORS PQ+RS PQ+RS
MU M+U M+U
VBM VI-3|-M VI-BI-M

Physi chkap\WiH
Be Based on
Total Cost of Care
For their Patients

Orialitv

Resource Use
ﬁ Cl I 11 |

EHR N Meani ngf URSEH
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Critical Access Hospitals

\CHQIR
Could Be Harmed by MIPS

A Quality Measures

I Small volumes of patients and safety net services could make
guality measures for physicians look poor compared to those at other
hospitals

A Resource Use Measures

I Surgeons will be penalized if their patients use higher-cost post-acute
care services

I Primary care physicians will be penalized if their patients are
hospitalized at higher-cost hospitals

I If CAH cost per day or cost per admission is higher than other
hospitals, physicians could avoid using the CAH for admissions
Or post-acute care services
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\r MACRA Encour age

A MACRA (Medicare Access and CHIP Reauthorization Act)
repealed the Sustainable Growth Rate (SGR) formula that was
threatening to cut physician payment every year

A MACRA created two optional replacements
I MIPS (Merit-Based Incentive Payment System) i the default
I APMs (Alternative Payment Models)

A Physicians are encouraged to participate in approved
Alternative Payment Models at a minimum level:

I They are exempt from MIPS

I They receive a 5% lump sum bonus

I They receive a higher annual update (increase) in their FFS revenues
I They receive the benefits of participating in the APM

A MACRA specifically encourages the creation of
hysician-focusedp ay ment model s o
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Why Should Hospitals Care

\CHQIR
About APMs?

A If you employ your physicians
I Your revenues will be affected by MIPS
I Your revenues will be helped by 5% bonuses and higher updates

Al'f you dondt employ your phy

i Physicians wono6t want to work in
In Alternative Payment Models

I If physicians participate in APMs without the hospital as a partner, the
hospital could lose significant revenue, because the biggest opportunity
for savings in many APMs will come from reducing ED visits, avoidable
hospitalizations, and unnecessary/unnecessarily-expensive post-acute
care

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Most APMs Are Bad Because

Payers Design Them

HOW PAYMENT REFORMS ARE DESIGNED TODAY

Medicare and
Health Plans
Define
Payment Systems

N

Providers Have
To Change Care
to Align With
Payment Systems

N

Patients and
Providers
May Not
Come Out Ahead
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First Design How to Deliver Care,

\CHQR
Then the Payment to Support It

HOW PAYMENT REFORMS ARE DESIGNED TODAY

Medicare and
Health Plans
Define
Payment Systems

THE RIGHT WAY 1

Providers Have
To Change Care
to Align With
Payment Systems

Providers
Redesign Care
and Identify
Payment Barriers

Patients and
Providers
May Not
Come Out Ahead

N

Payers Change
Payment to
Support

Redesigned Care

N

Patients Get
Better Care and
Providers Stay

Financially Viable
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\CHQR

CMS iComprehensive

Car e

f or J oI

n t

PATIENT

EPISODE PAYMENT FOR SURGERIES

Hospital Costs
for Surgery

: Post-Acute Care
Readmits —*(|RF, SNF, HH)
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Principal Goal of CMS Proposal

\CHQIR |
Is Reducing Post-Acute Care Cost

EPISODE PAYMENT FOR SURGERIES

PATIENT O Cargans | Readmits

Hospital Costs
for Surgery

REELINIS

© Center for Healthcare Quality and Payment Reform www.CHQPR.org S7



Proposed Structure Encourages

\CHQR |
Lower Spending, Not Better Care

EPISODE PAYMENT FOR SURGERIES

Hospital Costs : Post-Acute Care
PATIENT for Surgery Readmits EESqRE SNF, HH)

Hospital Costs Readm Post-Acute
for Surgery eadmits Care

ANo risk adjustment i target spending amount is the same for
high-risk, poor functional status patients as low-risk patients

ANo flexibility to deliver different types of post-acute care or
to be paid differently T no change in current payment systems
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Hospitals at Risk for Total Cost
With Everyone Still Paid the Same

\cHaR

EPISODE PAYMENT FOR SURGERIES

Hospital Costs : Post-Acute Care
PATIENT for Surgery Readmits EESqRE SNF, HH)

Hospital Costs Readm Post-Acute
for Surgery eadmits Care

ANo risk adjustment i tar?et spending amount is the same for
high-risk, poor functional status patients as low-risk patients

ANo flexibility to deliver different types of post-acute care or
to be paid differently T no change in current payment systems

AHospital is at risk for higher post-acute care spending

IPhysicians!
! “and |
'Post-Acute,
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Over Time, CMS Keeps More of

\CHQR |
the Savings, If There Are Any

EPISODE PAYMENT FOR SURGERIES

Hospital Costs : Post-Acute Care
PATIENT for Surgery Readmits EESqRE SNF, HH)

Hospital Costs Readm Post-Acute
for Surgery eadmits Care

ANo risk adjustment i tar?et spending amount is the same for
high-risk, poor functional status patients as low-risk patients

ANo flexibility to deliver different types of post-acute care or W
to be paid differently T no change in current payment systems

AHospital is at risk for higher post-acute care spending |T:ﬁys¥;7aﬁ§:
ATarget spending is reduced every year to match lower o and
FF spel%ding ’ Y :Poséﬁ‘g”te:
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If There Are Fewer Surgeries,

\CHQR |
CMS Keeps ALL of the Savings

EPISODE PAYMENT FOR SURGERIES

Hospital Costs : Post-Acute Care
PATIENT for Surgery Readmits EESqRE SNF, HH)

Hospital Costs Readm Post-Acute
for Surgery eadmits Care

Hospital

_______________________ _-_yY_ __
Non-Surg. lPﬁyS|C|ans:
Treatment ' and :
______________________ 'Post-Acute,
L _ Care_ _,
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Critical Access Hospitals

\CHQIR
Could Be Harmed by CJR

A Hospitals will be penalized if their patients use higher-cost
post-acute care services

A If CAH cost per SNF/swing day is higher than other hospitals,
CJR hospitals could avoid using the CAH for post-acute care
services
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The Starting Point: What Services

\CHOR |
Does a Community Need?

COMI\/IUNITY HEALTH CARE SERVICES

DELIVERY OF CARE | DELIVERY OF CARE | | DELIVER OF CARE
TO FOR SERIOUS FOR MGT OF

MAINTAIN HEALTH :: ACUTE CONDITIONS :: CHRONIC DISEASE

I 1
I 1]
I 1
I 1
I 1
I 1
I 1
I 1]
I 1
I 1]
I 1
e e e e - U S e e e e e e - -
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Core to All Elements of Service

\cHam . .
IS Strong Primary Care

COMI\/IUNITY HEALTH CARE SERVICES

DELIVERY OF CARE | DELIVERY OF CARE | | DELIVER OF CARE
TO " FOR SERIOUS I FOR MGT OF
MAINTAIN HEALTH ACUTE CONDITIONS | I CHRONIC DISEASE

ngh Quality Primary Care

APreventive Care Il APrompt, Accurate I | AManagement of
ATreatment of Minor 1 .Diagnosis 11 Chronic Disease
Acute Conditions T AShared Decision- MaklngI Alntegrated Behavioral

About Treatment | Health Care
1 1]

I 1]
I I
I 1]
I 1]
I 1]
I I
b e e e e e - - - | L
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\CHQR

to ED and Diagnostic Services

Communities Need Ready Access

DELIVER_IYOOF CARE
MAINTAIN HEALTH

| DELIVERY OF CARE

. ACUTE CONDITION

FOR SERIOUS

COMI\/IUNITY HEALTH CARE SERVICES

|1 DELIVER OF CARE
FOR MGT OF

s ' CHRONIC DISEASE

ngh Quality Primary Care

APreventive Care

ATreatment of Minor
Acute Conditions

APrompt, Accurate
Diagnosis

I | AManagement of
Chronic Disease

I
AShared Decision- MaklngI Alntegrated Behavioral

About Treatment

Urgent & Emergency Care

Outpatient Services

ARapid, AEfficient
I Accurate 24/7 Care

| Diagnosis ARapid

I_ Treatment Emergency

| ALow-Cost Response toyg

] .

Health Care
1

I
J
I
J
I
J
I e e e e e - -
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Coordinated Care for Acute Issues

\CHQR
Locally and at Referral Centers

COMI\/IUNITY HEALTH CARE SERVICES

DELIVERY OF CARE | DELIVERY OF CARE | | DELIVER OF CARE
TO " FOR SERIOUS I FOR MGT OF
MAINTAIN HEALTH ACUTE CONDITIONS | I CHRONIC DISEASE

ngh Quality Primary Care

APreventive Care Il APrompt, Accurate I | AManagement of
ATreatment of Minor 1 .Diagnosis 11 Chronic Disease
Acute Conditions T AShared Decision- MaklngI Alntegrated Behavioral

Health Care
Urgent & Emergency Care Inpatient Admissions

About Treatment

Outpatient Services SNF/Home Health
. 1 I
ARapid, AEfficient AEffective Treatment I
: Accurate 24/7 Care I "gnd post-Acute Care !
| Diagnosis  Arapid Il for Major Acute I
| ALow-Cost Response toy  Conditions 1

|_ Ireatment Emergency ,, _ _ _ _ _ _ _ _ _ I e e e e

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

Chronic Disease Management
May Require Some Inpatient Care

DELIVERY OF CARE j; DELIVERY OF CARE 1, DELIVER OF CARE
MAINTAIN HEALTH ' ACUTE CONDITIONS !! CHRONIC DISEASE

COMI\/IUNITY HEALTH CARE SERVICES

TO FOR SERIOUS FOR MGT OF

ngh Quality Primary Care

APreventive Care Il APrompt, Accurate I | AManagement of
ATreatment of Minor 1 .Diagnosis 11 Chronic Disease
Acute Conditions T AShared Decision- MaklngI Alntegrated Behavioral

About Treatment Health Care

Urgent & Emergency Care Inpatient Admissions

I___

Outpatient Services SNF/Home Health
ARapid, AEfficient . AEffective Treatment ' ACare for
| Accurate 24/7 Care Wl " gnd post-Acute Care 1 Chronic
| Diagnosis ARapid Il for Major Acute 1| Disease
| ALow-Cost Response toyp  Conditions T Exacerb.

Treatment Emergency , I e e e e - -

(o))
<
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Long-Term Care and End-of-Life

\cHam . .
Care In Home or Community

COMI\/IUNITY HEALTH CARE SERVICES

DELIVERY OF CARE | DELIVERY OF CARE | | DELIVER OF CARE
TO " FOR SERIOUS I FOR MGT OF
MAINTAIN HEALTH ACUTE CONDITIONS | I CHRONIC DISEASE

ngh Quality Primary Care

I

[

I

[

I APreventive Care Il APrompt, Accurate I | AManagement of

| ATreatment of Minor 1 .Diagnosis 11 Chronic Disease

I Acute Conditions T AShared Decision- MaklngI Alntegrated Behavioral

About Treatment Health Care
: Urgent & Emergency Care Inpatient Admissions LOI’(I:g TE/er
are

I Outpatient Services SNF/Home Health Hospice

| ARapid, AEfficient I AEffective Treatment T scare for AAdequate

| Accurate 24/7 Care I " gnd Post-Acute Care 'l Chronic  Support for

| Diagnosis ARapid 1 for Major Acute 1| Disease Long-Term &
| ALow-Cost Response toy  Conditions || Exacerb. cE;Q?eOf Life

|_ Ireatment Emergency ,, _ _ _ _ _ _ _ _ _ I e e e e
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\CHQR |
By Type of Service

Payment Systems Will Differ

COMI\/IUNITY HEALTH CARE SERVICES

DELIVERY/PAYMENT | DELIVERY/PAYMENT | |DELIVERY/PAYMENT
FOR CARE TO T FOR SERIOUS I FOR MGT OF
MAINTAIN HEALTH =~ ACUTE CONDITIONS | I CHRONIC DISEASE

High-Quality Primary Care

Urgent & Emergency Care Inpatient Admissions

Outpatient Services SNF/Home Health

Long-Term
Care/
Hospice

MEDICAL HOMES Il CONDITION-BASED 11 CONDITION-BASED

AND 1! PAYMENT 1 PAYMENT
POPULATION-BASED + T
PAYMENT EPISODE PAYMENT

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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How Should We Pay for

Good Emergency Care?

COMI\/IUNITY HEALTH CARE SERVICES

Urgent & Emergency Care

POPULATION-BASED
PAYMENT

] .

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

\CHQIR _
Its Hypothetical CAH ED

30,000 community residents
A 9.000 Medicare beneficiaries

A 4,500 Medicaid clients

A 16,500 residents with
commercial insurance

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 71



\CHQIR

Hypothetical Community and
Its Hypothetical CAH ED

30,000 community residents
A 9.000 Medicare beneficiaries

A 500 ED visits/1000 =
4 500 annual visits

A 4,500 Medicaid clients

A 380 ED Visits/1000 =
1,700 annual visits

A 16,500 residents with
commercial insurance

A 200 ED Visits/1000 =
3,300 annual visits

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

Hypothetical Community and
Its Hypothetical CAH ED

30,000 community residents
A 9.000 Medicare beneficiaries

A 500 ED visits/1000 =
4 500 annual visits

A Visits paid @ 101% cost
A 4,500 Medicaid clients

A 380 ED Visits/1000 =
1,700 annual visits

A Visits paid @ 101% cost

A 16,500 residents with
commercial insurance

A 200 ED Visits/1000 =
3,300 annual visits

A Visits paid w/ fee per visit

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Cost-Based Reimbursement

\CHQIR
for Medicare & Medicaid Visits
CURRENT PAYMENTS 30,000 community residents
$ # Pts Total $ A 9.000 Medicare beneficiaries
Cost-Based Pmt A 500 ED visits/1000 =
Cost + 1% 6.200 > 4 500 annual visits

A Visits paid @ 101% cost
A 4,500 Medicaid clients

A 380 ED Visits/1000 =
1,700 annual visits

A Visits paid @ 101% cost

A 16,500 residents with
commercial insurance

A 200 ED Visits/1000 =
3,300 annual visits

A Visits paid w/ fee per visit

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

\CHQIR
Based on Number of Visits
CURRENT PAYMENTS 30,000 community residents
$ # Pts Total $ A 9.000 Medicare beneficiaries
Cost-Based Pmt A 500 ED visits/1000 =
Cost + 1% 6.200 > 4 500 annual visits

A Visits paid @ 101% cost

A 4,500 Medicaid clients
A 380 ED visits/1000 =

Fee for Service

1,700 annual visits

Pay per visit

$650

3,300

$2,145,000 A Visits paid @ 101% cost

A 16,500 residents with

commercial insurance

Total Revenue

9,500

A 200 ED Visits/1000 =
3,300 annual visits

A Visits paid w/ fee per visit

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

Cost of Operating ED

CURRENT PAYMENTS 30,000 community residents
$ # Pts Total $ A 9,000 Medicare beneficiaries
Cost-Based Pmt A 500 ED visits/1000 =
Cost + 1% 6.200 > 4,500 annual visits

A Visits paid @ 101% cost

A 4,500 Medicaid clients
A 380 ED visits/1000 =

Fee for Service

1,700 annual visits

$2,145,000 A Visits paid @ 101% cost

A 16,500 residents with

commercial insurance

A 200 ED Visits/1000 =
3,300 annual visits

A Visits paid w/ fee per visit

$4,275,000]  Emergency Department Cost

$1,425000f A $5.7 million annual budget

Pay per visit $650( 3,300
Total Revenue 9,500 ?
Costs

Fixed (75%)

Variable (25%) $225 9,500

Total Costs $600| 9,500

$5,700,000] A 75% Fixed/25% Variable

A Average $600 cost/visit today

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

\CHQIR
CURRENT PAYMENTS 30,000 community residents
$ # Pts Total $ A 9.000 Medicare beneficiaries
Cost-Based Pmt A 500 ED visits/1000 =
Cost + 1% 6.200| $3.757,200 4,500 annual visits

A Visits paid @ 101% cost

A 4,500 Medicaid clients
A 380 ED visits/1000 =

Fee for Service

1,700 annual visits

$2,145,000 A Visits paid @ 101% cost

A 16,500 residents with

commercial insurance

A 200 ED Visits/1000 =
$5,902,200 3,300 annual visits

A Visits paid w/ fee per visit

$4,275,000|  Emergency Department Cost

$1,425,0000 A $5.7 million annual budget

Pay per visit $650( 3,300
Total Revenue 9,500
Costs

Fixed (75%)

Variable (25%) $225| 9,500

Total Costs $600| 9,500

$5,700,000] A 75% Fixed/25% Variable

A Average $600 cost/visit today

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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\x ED Has a (Small) Positive Margin

CURRENT PAYMENTS 30,000 community residents
$ # Pts Total $ A 9,000 Medicare beneficiaries
Cost-Based Pmt A 500 ED visits/1000 =
Cost + 1% 6,200| $3,757,200 4,500 annual visits

A Visits paid @ 101% cost

A 4,500 Medicaid clients
A 380 ED visits/1000 =

Fee for Service

1,700 annual visits

$2,145,000 A Visits paid @ 101% cost

A 16,500 residents with

commercial insurance

A 200 ED Visits/1000 =
$5,902,200 3,300 annual visits

A Visits paid w/ fee per visit

$4,275,000|  Emergency Department Cost

$1,425,0000 A $5.7 million annual budget

$5,700,000] A 75% Fixed/25% Variable

Pay per visit $650( 3,300
Total Revenue 9,500
Costs

Fixed (75%)

Variable (25%) $225| 9,500

Total Costs $600| 9,500
Margin

$202,200 A Average $600 cost/visit today

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

What Happens if ED Use

Decreases by 15%7

CURRENT PAYMENTS

CHANGE IN ED USE

$ # Pts Total $ $ # Pts Total $ Chg

Cost-Based Pmt

Cost + 1% 6,200 VTN 5 300
Fee for Service

Pay per visit $650| 3,300 NN 500
Total Revenue 9,500 NG S 100
Costs

Fixed (75%) $4,275,000

Variable (25%) $225| 9,500| $1,425,000

Total Costs $600 9,500| $5,700,000 8,100
Margin $202,200

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

Fee-Based Revenue

Decreases by 15%

CURRENT PAYMENTS

CHANGE IN ED USE

$ # Pts Total $ $ # Pts Total $ Chq

Cost-Based Pmt

Cost + 1% 6,200| $3,757,200 5,300
Fee for Service

Pay per visit $650 3,300( $2,145,000 $1,820,000 -15%
Total Revenue 9,500| $5,902,200 8,100
Costs

Fixed (75%) $4,275,000

Variable (25%) $150f 9,500| $1,425,000

Total Costs $600 9,500| $5,700,000 8,100
Margin $202,200
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\CHQIR

Fixed Cost Stays the Same

CURRENT PAYMENTS

CHANGE IN ED USE

$ # Pts Total $ $ # Pts Total $ Chq

Cost-Based Pmt

Cost + 1% 6,200| $3,757,200 5,300
Fee for Service

$650/visit $650 3,300( $2,145,000 2,800| $1,820,000 -15%
Total Revenue 9,500| $5,902,200 8,100
Costs

Fixed (75%) $4,275,000 $4,275,000 0%

Variable (25%) $150f 9,500| $1,425,000

Total Costs $600 9,500| $5,700,000 8,100
Margin $202,200
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81




\“® Variable Cost Decreases by 15%

CURRENT PAYMENTS

CHANGE IN ED USE

$ # Pts Total $ $ # Pts Total $ Chq
Cost-Based Pmt
Cost + 1% 6,200| $3,757,200 5,300
Fee for Service
$650/visit $650 3,300( $2,145,000 2,800| $1,820,000 -15%
Total Revenue 9,500| $5,902,200 8,100
Costs
Fixed (75%) $4,275,000 $4,275,000 0%
Variable (25%) $150 9,500| $1,425,000 $1,215,000 -15%
Total Costs $600 9,500| $5,700,000 8,100
Margin $202,200
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\CHQIR

Total Cost Decreases by 4%

CURRENT PAYMENTS CHANGE IN ED USE
$ # Pts Total $ $ # Pts Total $ Chq
Cost-Based Pmt
Cost + 1% 6,200| $3,757,200 5,300
Fee for Service
$650/visit $650 3,300| $2,145,000 2,800 $1,820,000 -15%
Total Revenue 9,500| $5,902,200 8,100
Costs
Fixed (75%) $4.,275,000 $4,275,000 -0%
Variable (25%) $150 9,500| $1,425,000 $150 8,100| $1,215,000 -15%
Total Costs $600| 9,500 $5,700,000 | HEEEEEEGSG—_— $5,490,000|| -4%
Margin $202,200
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\CHQIR

Cost-Based Reimbursement
Decreases by 3.4%

CURRENT PAYMENTS

CHANGE IN ED USE

$ # Pts Total $ $ # Pts Total $ Chq

Cost-Based Pmt

Cost + 1% 6,200| $3,757,200 $3,628,144|| -3.4%
Fee for Service

$650/visit $650 3,300( $2,145,000 2,800| $1,820,000 -15%
Total Revenue 9,500| $5,902,200 8,100
Costs

Fixed (75%) $4,275,000 $4,275,000

Variable (25%) $150 9,500| $1,425,000 $150 8,100| $1,215,000

Total Costs $600 9,500| $5,700,000 8,100| $5,490,000 -4%
Margin $202,200
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\“® Total Revenue Decreases by 8%

CURRENT PAYMENTS

CHANGE IN ED USE

$ # Pts Total $ $ # Pts Total $ Chq

Cost-Based Pmt

Cost + 1% 6,200| $3,757,200 5,300 $3,628,144|| -3.4%
Fee for Service

$650/visit $650 3,300( $2,145,000 2,800| $1,820,000 -15%
Total Revenue 9,500| $5,902,200 $5,448.144 -8%
Costs

Fixed (75%) $4,275,000 $4,275,000

Variable (25%) $150 9,500| $1,425,000 $150 8,100| $1,215,000

Total Costs $600 9,500| $5,700,000 8,100| $5,490,000 -4%
Margin $202,200
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\CHQIR

Hospital Now Is Losing Money

CURRENT PAYMENTS CHANGE IN ED USE
$ # Pts Total $ $ # Pts Total $ Chq
Cost-Based Pmt
Cost + 1% 6,200| $3,757,200 5,300| $3,628,144|| -3.4%
Fee for Service
$650/visit $650 3,300| $2,145,000 2,800| $1,820,000 -15%
Total Revenue 9,500| $5,902,200 8,100| $5,448.144 -8%
Costs
Fixed (75%) $4.,275,000 $4,275,000
Variable (25%) $150 9,500| $1,425,000 $150 8,100| $1,215,000
Total Costs $600 9,500| $5,700,000 8,100| $5,490,000 -4%
Margin $202,200— ($41,856)| | -121%
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A\CHQR

If ED Admissions

Increase by 109%,
ED Profit Nearly Doubles

CURRENT PAYMENTS

CHANGE IN ED USE

$ # Pts Total $ $ # Pts Total $ Chq

Cost-Based Pmt

Cost + 1% 6,200 IUUNIUEEEEE 5 320| $3,851,130]| +2.5%
Fee for Service

$650/visit $650| 3,300 MY 3,630 $2,359,500|| +10%
Total Revenue 9,500| $5,902,200 10.450| $6,210,630|| +5.2%
Costs

Fixed (75%) $4,275,000 $4,275,000

Variable (25%) $150 9,500| $1,425,000 $150 10,450| $1,567,500

Total Costs $600 9,500| $5,700,000 10,450( $5,842,500|| +2.5%
Margin $202,200 Y  $368,130| | +82%
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\CHOR

Is It Any Wonder Most Hospitals
Encourage Use of the ER?

CURRENT PAYMENTS CHANGE IN ED USE
$ # Pts Total $ $ # Pts Total $ Chg
Cost-Based Pmt
Cost | EEUED - 200 $2 ’51 1301 | +2 504

Not Bigger. Just Better

' Get treated, not seated

Shorter ER wait times - use 800 North Exit

X

limpanogos Regional Hospital

MINUTES
WAIT TIME
CLRRENT AVERAGE

WHY WAIT LONG

@TEXT ER TO 23000

?

COLUMBIA HOSPITAL 5
JFK MEDICAL CENTER |2
PALMS WEST HOSPITAL IO

"410%

One thing we won't test | Experlence Fast ER
IS your patlence MERrcY West

L e PRy 55,902,200 At Lol and parksid +5.2%
Costs

Fixed (75%) $4,275,000 $4,275,000

Variable (25%) | $150| 9,500| $1,425,000|| $150| 10,450| $1,567,500

Total Costs $600| _9,500| $5,700,000 10,450| $5,842,500] | +2.5%
Margin $202,200 [N  $368,130|| +82%

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

88



Is It Any Wonder Most Hospitals

\CHQR
Encourage Use of the ER?
CURRENT PAYMENTS CHANGE IN ED USE
K # Ptg Total & K # Ptg Total $ Chg

Cost-Based Pmt

e 1S THERE = YT

SN A BETTER WAY

1 TO PAY HOSPITALS
FOR EMERGENCY
DEPARTMENTS?

Fixed (75%) $4,275,000 34,275,000

Variable (25%) $150( 9,500( $1,425,000 $150 10,450 $1,567,500

Total Costs $600| 9,500/ $5,700,000 10,450| $5,842,500] | +2.5%
Margin $202,200 [N  $368,130|| +82%
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What If We Paid Based on the

\CHQIR
Population, Not (Just) the Visits?
CURRENT PAYMENTS 30,000 community residents
$ # Pts Total $ A 9.000 Medicare beneficiaries
Cost-Based Pmt A 500 ED visits/1000 =
Cost + 1% 6.200| $3,757,200 4,500 annual visits

A Population + Fee/Visit

A 4,500 Medicaid clients
A 380 ED visits/1000 =

Fee for Service

1,700 annual visits

$2,145,000 A Population + Fee/Visit

A 16,500 residents with

commercial insurance

A 200 ED Visits/1000 =
$5,902,200 3,300 annual visits

A Population + Fee/Visit

$4,275,000]  Emergency Department Cost

$1,425,0000 A $5.7 million annual budget

$5,700,000] A 75% Fixed/25% Variable

Pay Per Visit $650( 3,300
Total Revenue 9,500
Costs

Fixed (75%)

Variable (25%) $150 9,500

Total Costs $600| 9,500
Margin

$202,200 A Average $600 cost/visit today
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\CHOR

What If We Paid Based on the

Population, Not (Just) the Visits?

Cost-Based Pmt

Cost+ 1%

| t 0s How |36/@0coRnunty residents
for Other A 9,000 Medicare beneficiaries

I A 500 ED visits/1000 =
CO mmun Ity 4 500 ar:/rllilasl’ VISItS
Assets:

AAmbulance

A Population + Fee/Visit
A 4,500 Medicaid clients
A 380 ED visits/1000 =

Fee for Service Services 1,700 annual visits
Pay Per Visit AEij A Population + Fee/Visit
Ire A 16,500 residents with
:)ep artments commercial insurance
: : A 200 ED Visits/1000 =
Total Revenue A _Ibraries 3,300 annual visits
c A Population + Fee/Visit
osts
Fixed (75%) $4,275,000f  Emergency Department Cost
Variable (25%) $150] 9,500] $1,425,000 A $5.7 million annual budget
Total Costs $600| 9,500| $5,700,000f A 75% Fixed/25% Variable
Margin $202,200/ A Average $600 cost/visit today
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\CHQIR

Pay Per Member for Residents of
Community + Low Per Visit Fee

CURRENT PAYMENTS

NEW PAYMENT MODEL

$ # Pts Total $ $ # Pts Total $ Chqg
Cost- Pmt
ay per Visit 6200375200 $150 6,200 $930,000
Per Membe »$210 13,500 $2,835,000
| Total Public $3,757,200 $3,765,000 0%
Fee for Service
Pay per Visit $650| 3,300| $2,145,000
$/Member
$2,145,000
Total Revenue 9,500| $5,902,200
Costs
Fixed (75%) $4,275,000
Variable (25%) $150| 9,500/ $1,425,000
Total Costs $600 9,500| $5,700,000
Margin $202,200
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\CHQIR

Private Payers Also Pay
Per Member and Per Visit

CURRENT PAYMENTS

NEW PAYMENT MODEL

C

$ # Pts Total $ $ # Pts Total $ Chqg

Cost-Based Pmt

Pay per Visit 6,200| $3,757,200 $150 6,200 $930,000

$ Per Member $210 13,500| $2,835,000

Total Public $3,757,200 $3,765,000 0%
Fee for Service

Pay per Visit $650 88002 tA5000 > 150 3,300 $495,000

/Member >, »$100 16,500| $1,650,000

| Total Private $2,145,000 $2,145,000 0%
Total Revenue 9,500| $5,902,200
Costs

Fixed (75%) $4,275,000

Variable (25%) $150 9,500| $1,425,000

Total Costs $600 9,500| $5,700,000
Margin $202,200
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\CHQIR

Same Revenue As Before,
But Generated Differently

CURRENT PAYMENTS

NEW PAYMENT MODEL

<

$ # Pts Total $ $ # Pts Total $ Chqg

Cost-Based Pmt

Pay per Visit 6,200| $3,757,200 $150 6,200 $930,000

$ Per Member $210 13,500| $2,835,000

Total Public $3,757,200 $3,765,000 0%
Fee for Service

Pay per Visit $650 3,300| $2,145,000 150 3,300 $495,000

$/Member $100 16,500| $1,650,000

Total Private $2,145,000 $2,145,000 0%
9,500] $5,902,200 5-566p $5,910,000| | 0%
Costs

Fixed (75%) $4,275,000

Variable (25%) $150 9,500| $1,425,000

Total Costs $600 9,500| $5,700,000
Margin $202,200
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\+m Same Positive Margin as Before

CURRENT PAYMENTS

NEW PAYMENT MODEL

$ # Pts Total $ $ # Pts Total $ Chg

Cost-Based Pmt

Pay per Visit 6,200| $3,757,200 $150 6,200 $930,000

$ Per Member $210 13,500| $2,835,000

Total Public $3,757,200 $3,765,000 0%
Fee for Service

Pay per Visit $650 3,300| $2,145,000 150 3,300 $495,000

$/Member $100 16,500| $1,650,000

Total Private $2,145,000 $2,145,000 0%
Total Revenue 9,500| $5,902,200 9,500( $5,910,000 0%
Costs

Fixed (75%) $4,275,000 $4,275,000

Variable (25%) $150 9,500| $1,425,000 $150 9,500| $1,425,000

Total Costs $600 9,500| $5,700,000 $600 9,500| $5,700,000
Margin_ > $202,200 > $210,000
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\“\Would This Change the Incentives?

NEW PAYMENT MODEL

NEW PAYMENT MODEL

$ # Pts Total $ $ # Pts Total $

Public Payer

Per Visit $150| 6,200 $930,000 $150 6,200 $930,000

Per Beneficiary $210| 13,500/ $2,835,000 13,500 $2,835,000

Total Revenues $3,765,000 $3,765,000
Private Payer

Per Visit 150( 3,300] $495,000 3,300 $495,000

Per Member $100| 16,500] $1,650,000 16,500{ $1,650,000

Total Revenues $2,145,000 $2,145,000
Total Revenue 9,500| $5,910,000 9,500 $5,910,000
Costs

Fixed (75%) $4,275,000 $4,275,000

Variable (25%) $150 9,500| $1,425,000 $150 9,500| $1,425,000

Total Costs $600| 9,500| $5,700,000 $600 9,500| $5,700,000
Margin $210,000 $210,000
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What Happens Under This Model

\CHQIR
If ED Visits Decrease by 15%7
NEW PAYMENT MODEL CHANGE IN VISITS
$ # Pts Total $ $ # Pts Total $ Chqg

Public Payer

Per Visit $150| 6,200 TN 5 300

Per Beneficiary $210| 13,500| $2,835,000

Total Revenues $3,765,000
Private Payer

Per Visit $150| 3,300 IEEEGGGE 2 500

Per Member $100| 16,500/ $1,650,000

Total Revenues $2,145,000
Total Revenue 9,500| $5,910,000
Costs

Fixed (75%) $4,275,000

Variable (25%) $150 9,500| $1,425,000

Total Costs $600 9,500| $5,700,000
Margin $210,000
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Visit-Based Payments Decrease,

\eram . ]
But Population Payments Do n 0
NEW PAYMENT MODEL CHANGE IN VISITS
$ # Pts Total $ $ # Pts Total $ Chg

Public Payer

Per Visit $150| 6,200 $930,000m $795,000|| -15%
Per Beneficiary $210| 13,500 $2,835,000“ $2,835,000 -0%
Total Revenues $3,765,000
Private Payer

Per Visit $150] 3,300 $495,000 $420,000(| -15%
Per Member $100| 16,500/ $1,650,000 $1,650,000 -0%

Total Revenues $2,145,000
Total Revenue 9,500| $5,910,000
Costs

Fixed (75%) $4,275,000

Variable (25%) $150 9,500| $1,425,000

Total Costs $600 9,500| $5,700,000
Margin $210,000
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Hospital Revenue

\CHQIR
Decreases by 4%, Not 15%
NEW PAYMENT MODEL CHANGE IN VISITS
$ # Pts Total $ $ # Pts Total $ Chqg

Public Payer

Per Visit $150 6,200 $930,000 $150 5,300 $795,000 -15%

Per Beneficiary $210| 13,500| $2,835,000 $210| 13,500| $2,835,000 -0%

Total Revenues $3,765,000 $3,630,000 -4%
Private Payer

Per Visit $150 3,300 $495,000 $150 2,800 $420,000 -15%

Per Member $100| 16,500| $1,650,000 $100 16,500{ $1,650,000 -0%

Total Revenues $2,145,000 $2,070,000 -4%
Total Revenue 9,500 $5,910,000—' $5,700,000 -4%
Costs

Fixed (75%) $4,275,000

Variable (25%) $150 9,500| $1,425,000

Total Costs $600 9,500| $5,700,000
Margin $210,000
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Hospital Costs Decrease In

Acrom . >
Proportion to Visit-Based Payment

NEW PAYMENT MODEL CHANGE IN VISITS
$ # Pts Total $ $ # Pts Total $ Chqg

Public Payer

Per Visit $150 6,200 $930,000 $150 5,300 $795,000 -15%

Per Beneficiary $210| 13,500| $2,835,000 $210| 13,500| $2,835,000 -0%

Total Revenues $3,765,000 $3,630,000 -4%
Private Payer

Per Visit $150 3,300 $495,000 $150 2,800 $420,000 -15%

Per Member $100| 16,500| $1,650,000 $100 16,500{ $1,650,000 -0%

Total Revenues $2,145,000 $2,070,000 -4%
Total Revenue 9,500| $5,910,000 $5,700,000 -4%
Costs

Fixed (75%) $4,275,000 $4,275,000 -0%

Variable (25%) $150 9,500| $1,425,000 $150 8,100 $1,215,000 -15%

Total Costs $600 9,500| $5,700,000 — $5,490,000 -4%
Margin $210,000
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\CHQIR

15% Fewer Visits Reduces Payer

Spending But Not Hospital Margin

NEW PAYMENT MODEL CHANGE IN VISITS
$ # Pts Total $ $ # Pts Total $ Chqg

Public Payer

Per Visit $150 6,200 $930,000 $150 5,300 $795,000 -15%

Per Beneficiary $210| 13,500| $2,835,000 $210/ 13,500] $2.835.000 -0%

Total Revenues $3,765,000 $3,630,000 io/&l
Private Payer

Per Visit $150 3,300 $495,000 $150 2,800 $420,000 -15%

Per Member $100| 16,500| $1,650,000 $100 16,500| $1,650.000 -0%

Total Revenues $2,145,000 $2,070,000 i%‘l
Total Revenue 9,500| $5,910,000 $5, /00,000 -4%
Costs

Fixed (75%) $4,275,000 $4,275,000 -0%

Variable (25%) $150 9,500| $1,425,000 $150 8,100| $1,215,000 -15%

Total Costs $600 9,500| $5,700,000 $5,490,000 -4%
Margin $210,000 (\$210,000 0%}
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\CHQIR

Win-Win for Payers & Hospital

NEW PAYMENT MODEL

CHANGE IN VISITS

$ # Pts Total $ $ # Pts Total $ Chq
Public Payer
Per Visit $150 6,200 $930,000 $150 5,300 $795,000 -15%
Per Beneficiary $210| 13,500| $2,835,000 $210{ 13,500 $2 35,000 -0%
Total Revenues $3,765,000 i, $3,630,000 -49%)
ngat\j F')ayer $150 3 LOWER SPENDI NG(Z 800 $420 000 15%
er Visit , -15%
Per Member $100] 16,.o. F\.QBNE&,Y EF\:§W '%ﬂ 000 -0%
Total Revenues $2,145,000 $2 070,000 -4%)]
Total Revenue 9.50C~"A " A n $5, /00,000 -4%
SAME MARGIN -
Costs FOR HOSPITAL \
Fixed (75%) $4,275,000 $4,275,000 -0%
Variable (25%) $150 9,500| $1,425,000 $150 1 215,000 -15%
Total Costs $600 9,500| $5,700,000 400 000 -49%0
Margin $210,000 $210 000 -O‘Vgll
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\CHQR

10% Higher ED Visit Rate Costs

Payers a Little, No Impact on Margin

NEW PAYMENT MODEL CHANGE IN VISITS
$ # Pts Total $ $ # Pts Total $ Chqg

Public Payer

Per Visit $150 6,200 $930,000 $150 6,820 $1,023,000|| +10%

Per Beneficiary $210| 13,500| $2,835,000 $210/ 13,500] $2.835.000 -0%

Total Revenues $3,765,000 $3,858,000 +2.i0/&l
Private Payer

Per Visit $150 3,300 $495,000 $150 3,630 $544,500(| +10%

Per Member $100| 16,500| $1,650,000 $100 16,500{ $1,650,000 -0%

Total Revenues $2,145,000 $2.194 500! +2.3%
Total Revenue 9,500| $5,910,000 C $6,052,500 +£{o¢:
Costs

Fixed (75%) $4,275,000 $4,275,000 -0%

Variable (25%) $150 9,500| $1,425,000 $150 10,450 $1,567,500|| +10%

Total Costs $600 9,500| $5,700,000 $5,842.500Q1L1 +2.5%
Margin $210,000 (\$210,000 +0%)
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What if ED Use Increased

\CHQIR
Because the Population Increased?
NEW PAYMENT MODEL CHANGE IN VISITS
d # Pts Total $ d # Pts Total $ Chqg
Public Payer
Per Visit $150| 6,200 pEEESNIIREERERE) 6,510 +5%
Per Beneficiary | $210| 13,500 nuaaaeenesssastm) 14,175 +5%
Total Revenues $3,765,000 +5%
Private Payer
Per Visit $150| 3,300 EEEPTSUNUTNEEPISEE) 3 165 +5%
Per Member $100| 16,500 NS 17,325 +5%
Total Revenues $2,145,000 +5%
Total Revenue 9,500| $5,910,000 +5%
Costs
Fixed (75%) $4,275,000
Variable (25%) $150 9,500| $1,425,000
Total Costs $600 9,500| $5,700,000
Margin $210,000
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Both Population Payments and

\CHQIR
Visit Revenue Would Increase
NEW PAYMENT MODEL CHANGE IN VISITS
3 # Pts Total $ 3 # Pts Total $ Chg

Public Payer

Per Visit $150| 6,200] $930,000 | UUSREEEEEE) $976500|| +5%

Per Beneficiary $210| 13,500| $2,835,000 “ $2,976,750 +5%

Total Revenues $3,765,000 $3,953,250 +5%
Private Payer

Per Visit $150| 3,300 $495,000 | NPIUEEEEERY) $510750|| +5%

Per Member $100| 16,500| $1,650,000 | NENFEEENSNEE) $1,732,500|| +5%

Total Revenues $2,145,000 $2,252,250 +5%
Total Revenue 9,500| $5,910,000 $6,205,500 +5%
Costs

Fixed (75%) $4,275,000

Variable (25%) $150 9,500| $1,425,000

Total Costs $600 9,500| $5,700,000
Margin $210,000
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Costs Would Increase Somewhat

\CHQIR
to Serve Larger Community
NEW PAYMENT MODEL CHANGE IN VISITS
$ # Pts Total $ $ # Pts Total $ Chqg

Public Payer

Per Visit $150 6,200 $930,000 $150 6,510 $976,500 +5%

Per Beneficiary $210| 13,500| $2,835,000 $210| 14,175| $2,976,750 +5%

Total Revenues $3,765,000 $3,953,250 +5%
Private Payer

Per Visit $150 3,300 $495,000 $150 3,465 $519,750 +5%

Per Member $100| 16,500| $1,650,000 $100 17,325| $1,732,500 +5%

Total Revenues $2,145,000 $2,252,250 +5%
Total Revenue 9,500| $5,910,000 $6,205,500 +5%
Costs

Fixed (75%) $4,275,000 $4,275,000

Variable (25%) $150 9,500| $1,425,000 “ $1,496,250 +5%

Total Costs $600 9,500| $5,700,000 $5,771,250(| +1.3%
Margin $210,000
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Hospital Would Benefit Because
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\CHQIR
The Community Is Prospering
NEW PAYMENT MODEL CHANGE IN VISITS
$ # Pts Total $ $ # Pts Total $ Chqg
Public Payer
Per Visit $150 6,200 $930,000 $150 6,510 $976,500 +5%
Per Beneficiary $210| 13,500| $2,835,000 $210| 14,175| $2,976,750 +5%
Total Revenues $3,765,000 $3,953,250 +5%
Private Payer
Per Visit $150 3,300 $495,000 $150 3,465 $519,750 +5%
Per Member $100| 16,500/ $1,650,000 $100 17,325| $1,732,500 +5%
Total Revenues $2,145,000 $2,252,250 +5%
Total Revenue 9,500| $5,910,000 $6,205,500 +5%
Costs
Fixed (75%) $4,275,000 $4,275,000
Variable (25%) $150 9,500| $1,425,000 $150 9,975| $1,496,250 +5%
Total Costs $600 9,500| $5,700,000 $5, 772125011 +1.3%
Margin $210,000 N——— " $434,250] [+107%)



Designing Payment to
Match Care Delivery

Al'tdos an AAlternative Payment
Fee for Service nor Capitation

A Instead of having payment drive care delivery, payment is
designed to support the costs of appropriate care

I It supports adequate ED capacity for a community
whet her 1 to06s used or not

I It supports higher costs of more visits
without making it profitable to encourage more visits

\CHOR
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Designing Payment to

\CHQIR |
Match Care Delivery

Altdos an AAlternative Payment
Fee for Service nor Capitation

A Instead of having payment drive care delivery, payment is
designed to support the costs of appropriate care

I It supports adequate ED capacity for a community
whet her 1 t0s used or not

I It supports higher costs of more visits o
without making it profitable to encourage more visits

A Requires understanding costs of operating services and
setting payment rates appropriately

A Requires most/all payers to participate

A Ideally, involves a collaborative relationship between payers
and hospital to adjust payments as costs and needs evolve
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Designing Payment to

\eraR .
Match Care Delivery

Altdos an AAlternative Payment
Fee for Service nor Capitation

A Instead of having payment drive care delivery, payment is
designed to support the costs of appropriate care

I It supports adequate ED capacity for a community
whet her 1 tod6s used or not

I It supports higher costs of more visits o
without making it profitable to encourage more visits

A Requires understanding costs of operating services and
setting payment rates appropriately

A Requires most/all payers to participate

A Ideally, involves a collaborative relationship between payers
and hospital to adjust payments as costs and needs evolve

A A similar approach could be used to support primary care,
outpatient laboratory and imaging, and some medical admits
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Options Being Explored
by MedPAC

\CHQR

Model 1: Emergency department Model 2: Clinic with ambulance

Maintain 24/7 emergency department = Primary care clinic + ambulance
Payment = Clinic open 8 or 12 hours per day

= Hospital outpatient PPS rates per service . Ambulance _24/7 |
= Fixed grant to help fund standby costs = Being examined in Kansas

No acute inpatient services = Two types of payment
= PPS rates per unit of service (e.g., FQHC rate)

* Fixed grant to help pay for ambulance stand-
by capacity and uncompensated care costs

= Similar to FQHC model

Post-acute SNF services get PPS rates

Hospitals (CAH or PPS) could choose to
convert to the outpatient-only model

MECOAC MECJDAC
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\CHQR

Weaknesses In

MedPAC Proposals

Model 1: Emergency department

Maintain 24/7 emergency department

Payment
» Hospital outpatient PPS rates per service
* Fixed grant to help fund standby costs

No acute inpatient services
Post-acute SNF services get PPS rates

Hospitals (CAH or PPS) could choose to
convert to the outpatient-only model

MECJPAC
AGrants + PPS fees
system for a core community service

AAdequate funding for ED should not
require under-delivering other services

Model 2: Clinic with ambulance

* Primary care clinic + ambulance
= Clinic open 8 or 12 hours per day
= Ambulance 24/7
= Being examined in Kansas

= Two types of payment
= PPS rates per unit of service (e.g., FQHC rate)

* Fixed grant to help pay for ambulance stand-
by capacity and uncompensated care costs

= Similar to FQHC model

MECDAC

i AAmButance serpiceg albnearayanbt! e

be adequate depending on weather
and terrain
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How Should We Pay to Manage

\CHQIR _
Patient Health Problems?

COMI\/IUNITY HEALTH CARE SERVICES

| DELIVERY/PAYMENT | |DELIVERY/PAYMENT
" FOR TREATING I I FOR MGT OF
ACUTE CONDITIONS ' CHRONIC DISEASE

ngh Quality Primary Care

InpatlentAdm|SS|ons

Outpatient Services

POPULATION-BASED Il CONDITION-BASED 11 CONDITION-BASED
PAYMENT 1! PAYMENT 1 PAYMENT

+
:: EPISODE PAYMENT ::
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\CHam Opportunities for Lower-Cost Care
for Many Conditions

A Knee Osteoarthritis
I Physical therapy instead of surgery
I Home-based rehab instead of facility-based rehab

A Maternity Care
I Vaginal delivery instead of C-Section
I Term delivery instead of early elective delivery
i Delivery in birth center instead of hospital

A Chest Pain
I Non-invasive imaging instead of invasive imaging
I Medical management instead of invasive treatment

A Chronic Disease Management
I Improved education and self-management support
I Avoiding hospitalizations for exacerbations
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Opportunities for Lower-Cost Care

\CHQIR
for Many Conditions
A Knee Osteoarthritis Today:
I Physical therapy instead of surgery Sav;ngs
I Home-based rehab instead of facility-based rehab Lower
A Maternity Care Ma}rgrins

I Vaginal delivery instead of C-Section Providers
I Term delivery instead of early elective delivery
i Delivery in birth center instead of hospital

A Chest Pain
I Non-invasive imaging instead of invasive imaging
I Medical management instead of invasive treatment

A Chronic Disease Management
I Improved education and self-management support
I Avoiding hospitalizations for exacerbations
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Opportunities for Lower-Cost Care

\CHQIR
for Many Conditions
A Knee Osteoarthritis Today:
I Physical therapy instead of surgery Sav;ngs
I Home-based rehab instead of facility-based rehab Lower
A Maternity Care Ma}rgrlns
I Vaginal delivery instead of C-Section Providers
I Term delivery instead of early elective delivery
i Delivery in birth center instead of hospital Alternative
. Payment
A Chest Pain Mgde|s:
I Non-invasive imaging instead of invasive imaging Savings
I Medical management instead of invasive treatment =
o Higher
A Chronic Disease Management Margins
I Improved education and self-management support _fo_r
I Avoiding hospitalizations for exacerbations Physicians &

Hospitals
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Example: Reducing Avoidable

\cHam . -
Surgeries for Knee Osteoarthritis
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Example: Reducing Avoidable
Surgeries for Knee Osteoarthritis

\CHQIR
CURRENT
$/Patient |# Pts| Total $
Primary Care
Evaluations $100| 100( $10,000

Treatment of
Knee
Osteoarthritis

A 100 patients with knee
pain visit PCP for
evaluation

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 118



Example: Reducing Avoidable

\CHQR
Surgeries for Knee Osteoarthritis
__CURRENT Treatment of
$/Patient |# Pts| Total $ Knee
Primary Care Osteoarthritis
Evaluations $100| 100{ $10,000 A 100 patients with knee
Non-Surg.Tx pain visit PCP for
Management $200] 20|  $4,000 A Ii\f/]aI:iig.?Phera ced
Phys. Therapy $500f 20| $10,000 by%O% of patig)rllts
Subtotal $14,000
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Example: Reducing Avoidable

Surgeries for Knee Osteoarthritis

\CHQIR
CURRENT
$/Patient |# Pts| Total $

Primary Care

Evaluations $100| 100( $10,000
Non-Surg.Tx

Management $200f 20 $4,000

Phys. Therapy $500f 20| $10,000

Subtotal $14,000
Surgeon $1,400{ 80| $112,000
Hospital Pmt

Surgeries $12,000| 80| $960,000

Treatment of
Knhee
Osteoarthritis
A 100 patients with knee

pain visit PCP for
evaluation

A Physical therapy used
by 20% of patients

A Surgery performed
procedure on 80% of
evaluated patients
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Example: Reducing Avoidable

Surgeries for Knee Osteoarthritis

\CHQIR
CURRENT
$/Patient |# Pts| Total $

Primary Care

Evaluations $100| 100( $10,000
Non-Surg.Tx

Management $200f 20 $4,000

Phys. Therapy $500f 20| $10,000

Subtotal $14,000
Surgeon $1,400{ 80| $112,000
Hospital Pmt

Surgeries $12,000{ 80| $960,000
Total Pmt/Cost 100($1,096,000

Treatment of
Knhee
Osteoarthritis
A 100 patients with knee

pain visit PCP for
evaluation

A Physical therapy used
by 20% of patients

A Surgery performed
procedure on 80% of
evaluated patients
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Example: Reducing Avoidable

Surgeries for Knee Osteoarthritis

\CHQIR
CURRENT
$/Patient |# Pts| Total $

Primary Care

Evaluations $100| 100( $10,000
Non-Surg.Tx

Management $200f 20 $4,000

Phys. Therapy $500f 20| $10,000

Subtotal $14,000
Surgeon $1,400| /80)\ $112,000
Hospital Pmt <

Surgeries $12,000{ \80/ $960,000
Total Pmt/Cost 100|$1,096,000

Treatment of
Knee
Osteoarthritis

A 100 patients with knee
pain visit PCP for
evaluation

A Physical therapy used
by 20% of patients

A Surgery performed
procedure on 80% of
evaluated patients

A 25% of surgeries
avoidable with better
outpatient management
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Under FFS, Poor Payment for

\Ham . )
Diagnosis & Treatment Planning

CURRENT
$/Patient |# Pts| Total $

Primary Care
| |Evaluations $100j) 100| $10,000

Non-Surg.Tx
Management $200f 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon $1,400{ 80| $112,000
Hospital Pmt
Surgeries $12,000{ 80| $960,000
Total Pmt/Cost 100|$1,096,000
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\CHQIR

Under FFS, Poor Payment for

Non-Surgical Options

CURRENT
$/Patient |# Pts| Total $

Primary Care

Evaluations 100| $10,000
Non-Surg.Tx

Management $200] 20 $4,000

Phys. Therapy 20| $10,000

Subtota $14,000
Surgeon $1,400{ 80| $112,000
Hospital Pmt

Surgeries $12,000{ 80| $960,000
Total Pmt/Cost 100|$1,096,000
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Under FFS, Fewer Surgeries =

\cram - .
Losses for Physicians & Hospitals

CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100| 100( $10,000
Non-Surg.Tx

Management $200f 20 $4,000

Phys. Therapy $500f 20| $10,000

Subtotal $14,000
Surgeon $1,400| 80 —6442-000——6+-406—>60|  $84,000| (-25%)
Hospital Pmt

Surgeries $12,000| 80 —$866-006 $2-8686—>60| $720,000( ( -25%))
Total Pmt/Cost 100|$1,096,000
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\CHQIR

Is There a Better Way?

CURRENT

FUTURE

$/Patient |# Pts| Total $

$/Patient

# Pts

Total $

Chg

Primary Care

Evaluations $100| 100| $10,000 ?
Non-Surg.Tx

Management $200f 20 $4,000

Phys. Therapy $500f 20| $10,000

Subtotal $14,000
Surgeon $1,400{ 80| $112,000 ?
Hospital Pmt

Surgeries $12,000| 80| $960,000 ?

Total Pmt/Cost

100{$1,096,000
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A Better Way: Pay PCPs for Good

\CHQIR
Diagnosis & Treatment Planning
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100 —+68 +8-006+—3¢ $200))
Non-Surg.Tx

Management $200f 20 $4,000

Phys. Therapy $500f 20| $10,000

Subtotal $14,000
Surgeon $1,400{ 80| $112,000
Hospital Pmt

Surgeries $12,000{ 80| $960,000
Total Pmt/Cost 100|$1,096,000

A PCP paid adequately to help patient decide on treatment options

Better Payment for Condition Management
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A Better Way: Pay Adequately

\CHQIR
for Non-Surgical Management
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100 —+68 +8-006+—3¢ $200))
Non-Surg.Tx

Management $200—26 $4-6060 :_(( $565)

Phys. Therapy $500 26516666 $750

Subtotal $14,000
Surgeon $1,400{ 80| $112,000
Hospital Pmt

Surgeries $12,000{ 80| $960,000
Total Pmt/Cost 100|$1,096,000

A PCP paid adequately to help patient decide on treatment options
A PCP or surgeon paid to deliver more effective non-surgical care

Better Payment for Condition Management
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A Better Way: Pay Adequately

\CHQIR
For the Necessary Surgeries
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100 —+68 +8-006+—3¢ $200))
Non-Surg.Tx

Management $200—26 $4-6060 :_(( $565)

Phys. Therapy $500 26516666 $750

Subtotal $14,000
Surgeon $1,400 —868—$3+2-006+—>($2,100)
Hospital Pmt

Surgeries $12,000{ 80| $960,000
Total Pmt/Cost 100|$1,096,000

A PCP paid adequately to help patient decide on treatment options
A PCP or surgeon paid to deliver more effective non-surgical care

Better Payment for Condition Management

A Surgeon paid more per surgery for patients who need surgery
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If That Results In

\CHOR
25% Fewer Sur

CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100| 100( $10,000 $200| 100
Non-Surg.Tx

Management $200f 20 $4,000 $500( 40

Phys. Therapy $500f 20| $10,000 $750| 40

Subtotal $14,000
Surgeon $1,400] 80|—$442-000 %@
Hospital Pmt

Surgeries $12,000{ 80| $960,000 $12,000 60
Total Pmt/Cost 100|$1,096,000
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Physicians Could Be Paid Mo r e

\CHQIR
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100| 100( $10,000 $200| 100 $20,000
Non-Surg.Tx

Management $200| 20 $4,000 $500 40 $20,000

Phys. Therapy $500| 20| $10,000 $750| 40|  $30,000

Subtotal $14,000 $50,000
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000
Hospital Pmt

Surgeries $12,000{ 80| $960,000
Total Pmt/Cost 100|$1,096,000
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Physicians Could Be Paid Mo r e

\CHQIR
ée. Whil e Sti |l R
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200( 100 $20,000| |100%
Non-Surg.Tx
Management $200| 20 $4,000 $500 40 $20,000| [400%
Phys. Therapy $500{ 20| $10,000 $750 40 $30,000| |200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| |[+13%
Hospital Pmt
Surgeries $12,000f 80| $960,000 $12,000 60| $720,000( |-25%
Total Pmt/Cost 100|$1,096,000 100| $916,000|( -1%)
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Win-Win-Win for

\CHQR o |
Physicians, Payers, & Patients

CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100/ $10,000 $200| 100]  $20,000)(]100%])
e
Non-Surg.Tx
Management $200| 20|  $4,000 $500| 40| ~%$20,008¢(400%])
Phys. Therapy $500| 20| $10,000 $750 0 7000| (200%
Subtotal $14,000 / $50,000| |257%
" e
Surgeon $1,400| 80| $112,000 2,100 60| $126,00 +13%>
Hospital Pmt ey __—
Surgeries $12,000f 80| $ ’$‘;2.,Oeﬁ' 60| $720,000| |-25%
‘/ R
Total Pmt/Cost ;)9‘ ,09 100 $916,00% -16%
——

Physicians Win Payer Wins/
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k\CHQﬂpo Hospitals Have to Lose In Order
~ for Physicians & Payers To Win?

CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100/ $10,000 $200] 100  $20,000)([100%])
Non-Surg.Tx /%< —
Management $200| 20|  $4,000 $500| 40| ~%$20,008¢¢400%
Phys. Therapy $500| 20| $10,000 $750 0 ’000| |200%
Subtotal $14,000 /) $50,000
Surgeon $1,400| 80| $112,000 2,10807 60| $126,000:
Hospital Pmt /C __— ﬁ
Surgeries $12,000f 80| $ | ’$‘;2.,Oeﬁ' 6 ,000
Total Pmt/Cost 109184709 — 916,0004(( -16%)

Physicians Win

Hospital Loses

0
0L—%
//rWins/

10
Paye
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What Should Matter to Hospitals is

\cram .
Margin, Not Revenues (Volume)
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\CHOR

Hospital Costs Are Not
Proportional to Utilization

Cost & Revenue Changes With Fewer Patiel
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\CHQR

Reductions In Utilization Reduce
Revenues More Than Costs

Cost & Revenue Changes With Fewer Patiel
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Causing Negative Margins

\CHQR
for Hospitals
Cost & Revenue Changes With Fewer Patiel
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\CHOR

But Spending Can Be Reduced
Without Bankrupting Hospitals

Cost & Revenue Changes With Fewer Patiel
Payers Can

Still Save $

= Without Causing

Negative Margins

~ for Hospital
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We Need to Understand the

\eraR .
Hospi tal 0s Cos

CURRENT FUTURE

$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care
Evaluations $100| 100| $10,000 $200( 100 $20,000| |100%

Non-Surg.Tx
Management $200| 20 $4,000 $500 40 $20,000| |400%
Phys. Therapy $500{ 20| $10,000 $750 40 $30,000| |200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| [+13%

Hospital Pmt
Surgeries < $12,000> 80| $960,000 $12,000 60| $720,000( |-25%
Total Pmt/Cost 100|$1,096,000 100| $916,000| |-16%
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\CHOR Adeguacy of Payment Depends
~ On Fixed/Variable Costs & Margins

CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100 $10,000 $200| 100 $20,000| |100%
Non-Surg.Tx
Management $200| 20 $4,000 $500 40 $20,000| |400%
Phys. Therapy $500| 20| $10,000 $750| 40|  $30,000| [200%
Subtotal $14,000 $50,000| [257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| |+13%
Hospi t A\
Fixed Costs $6,000 /500 $480,000
Variable Costs $5,400( 45%] $432,000
Margin $600\ 5% $48,000
$12,000)™80| $960,000
Total Pmt/Cost 100|$1,096,000
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Now, If the Number of

\CHQIR

Procedures 1 S

CURRENT FUTURE

$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100( $10,000 $200| 100 $20,000( [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500 40 $20,000| [400%
Phys. Therapy $500| 20| $10,000 $750| 40|  $30,000| [200%
Subtotal $14,000 $50,000( |257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| |+13%
Hospital Pmt
Fixed Costs $6,000( 50%| $480,000
Variable Costs $5,400| 45%| $432,000
Margin $600| 5%| $48,000
Subtotal $12,000f 80 66,606

Total Pmt/Cost

100|%$1,096,000
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v €F1 xed Costs Wi
Same (I n the S
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100 $10,000 $200( 100 $20,000( [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500 40 $20,000( [400%
Phys. Therapy $500| 20| $10,000 $750| 40|  $30,000| [200%
Subtotal $14,000 $50,000| |257%
Surgeon $1,400f 80| $112,000 $2,100 60| $126,000| |+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 >d__$480,000 | 0%D
Variable Costs $5,400| 45%| $432,000
Margin $600| 5%| $48,000
Subtotal $12,000f 80| $960,000 60
Total Pmt/Cost 100|$1,096,000
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o€ Variable Costs
Proportion to
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $20,000| [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500 40 $20,000| [400%
Phys. Therapy $500| 20| $10,000 $750| 40|  $30,000| [200%
Subtotal $14,000 $50,000( |257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| |+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480.000 0%
Variable Costs $5,400| 45%| $432,000 $52400—>(_ $324,000 __545077)
Margin $600| 5%| $48,000
Subtotal $12,000{ 80| $960,000 60
Total Pmt/Cost 100($1,096,000
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k\(:H@ReAnd Even Wi th a
for the Hospl
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $20,000| [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500 40 $20,000( [400%
Phys. Therapy $500| 20| $10,000 $750| 40|  $30,000| [200%
Subtotal $14,000 $50,000| |257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000( |[+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $5,400 $324,000| |-25%
Margin $600| 5%| $48,000 > $52,800| |+10%D
Subtotal $12,000{ 80| $960,000 60
Total Pmt/Cost 100|$1,096,000
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eThe Hospi t aTotalG:¢

\cHam . )
Revenue But Higher Margin

CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100| 100| $10,000 $200| 100 $20,000| [100%
Non-Surg.Tx

Management $200| 20 $4,000 $500 40 $20,000| [400%

Phys. Therapy $500| 20| $10,000 $750| 40| $30,000| |200%

Subtotal $14,000 $50,000( |257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| |+13%
Hospital Pmt

Fixed Costs $6,000| 50%| $480,000 $480,000 0%

Variable Costs $5,400| 45%| $432,000 $5,400 $324,000| |-25%

Margin $600| 5%| $48,000 $52,800| |+10%

Subtotal $12,000{ 80| $960,000 B $856,800 Woo:)
Total Pmt/Cost 100($1,096,000
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e And

T h e

Pay

\CHQIR
Still Saves Money
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200( 100 $20,000| |100%
Non-Surg.Tx
Management $200f 20 $4,000 $500( 40 $20,000| |400%
Phys. Therapy $500f 20| $10,000 $750| 40 $30,000| |200%
Subtotal $14,000 $50,000| |257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| [+13%
Hospital Pmt
Fixed Costs $6,000( 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $5,400 $324,000| | -25%
Margin $600| 5%| $48,000 $52,800| |+10%
Subtotal $12,000f 80| $960,000 60| $856,800| | -11%
Total Pmt/Cost 100{$1,096,000 43 $1,052,800 | -4%)
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Win-Win-Win-Win for Patients

\CHQIR
Physicians, Hospital, and Payer
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100( $10,000 $200( 100 $20,000.(]100%
Non-Surg.Tx /
e
Management $200| 20 $4,000 $500| 40 $20/50%< 400% )
e
Phys. Therapy $500| 20| $10,000 $750| 40| $80000| (200%
Subtotal $14,000 0,000| [257%
Surgeon $1,400] 80| $112,000| Physicians Win"—gr26;008$(+13%))
. . . v
Hospital Pmt Hospital Wins~_
Fixed Costs $6,000| 50%| $480,000| Payer Winss. 80,000 0%
Variable Costs |~ $5,400| 45%| $432,000 | $5,400]  N\_$3246Q0| | -25%
Margin $600| 5%| $48,000 852,
Subtotal $12,000f 80| $960,000 60
Total Pmt/Cost 100($1,096,000 100
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What Payment Model Supports

\CHQIR
This WIin-Win-Win Approach?
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $20,000| [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500 40 $20,000( [400%
Phys. Therapy $500| 20| $10,000 $750| 40|  $30,000| [200%
Subtotal $14,000 $50,000| |257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000( |[+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $5,400 $324,000| |-25%
Margin $600| 5%| $48,000 $52,800| |+10%
Subtotal $12,000{ 80| $960,000 60| $856,800| | -11%
Total Pmt/Cost 100|$1,096,000 100| $1,052,800 -4%
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Renegotiating Individual Fees

\CHQIR
sl mpracti cal
CURRENT FUTURE

$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care
Evaluations $100| 100 $10,000 $200)) 100| $20,000| [100%

Non-Surg.Tx
Management $200| 20|  $4,000{ {C__$500D 40| $20,000| [(400%
Phys. Therapy $500| 20| $10,000] C_ $750D 40| $30,000| [200%
Subtotal $14,000 | $50,000| (257%
Surgeon $1,400| 80| $112,000 $2,100D 60| $126,000| |+13%

Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000| | 0%
Variable Costs | $5,400| 45%| $432,000 $5,400 $324,000| |-25%
Margin $600| 5%| $48,000 $52,800| |+10%
Subtotal $12,000| 80| $960,000 §$14,280> 60| $856,800| |-11%
Total Pmt/Cost 100|$1,096,000 100| $1,052,800| | -4%
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e Wh at

AsSsuUures

T h

\CHQIR
There Will Be Fewer Procedures?
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100| 100( $10,000 $2Yﬁ 100 $20,000( [100%
Non-Surg.Tx ;‘{

Management $200| 20 $4,000 $20,000( [400%

Phys. Therapy $500| 20| $10,000 $30,000| |200%

Subtotal $14,000 $50,000( |257%
Surgeon $1,400| 80| $112,000 $126,000| [+13%
Hospital Pmt

Fixed Costs $6,000| 50%| %4 $480,000 0%

Variable Costs $5,400| 45% 432,000 $324,000| |-25%

Margin $600 $48,000 $52,800| |+10%

Subtotal $12,000 $960,000 $856,800| | -11%
Total Pmt/Cost 100($1,096,000 100( $1,052,800 -4%
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\aoOlution'Pay B a s e d

On

t I

Condition, Not on the Procedures

CURRENT

FUTURE

$/Patient |# Pts| Total $

$/Patient

# Pts

Total $

Chg

Primary Care

Evaluations $100| 100( $10,000
Non-Surg.Tx

Management $200f 20 $4,000

Phys. Therapy $500f 20| $10,000

Subtotal $14,000
Surgeon $1,400{ 80| $112,000
Hospital Pmt

Fixed Costs $6,000( 50%| $480,000

Variable Costs $5,400| 45%| $432,000

Margin $600| 5%| $48,000

Subtotal $12,000f 80| $960,000

Total Pmt/Cost

$10,960| 100»$1,096,000
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Plan to Offer Care of the Condition

\CHQIR
at a Lower Cost Per Patient
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100( $10,000
Non-Surg.Tx
Management $200f 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon $1,400{ 80| $112,000
Hospital Pmt
Fixed Costs $6,000( 50%| $480,000
Variable Costs $5,400| 45%| $432,000
Margin $600| 5%| $48,000
Subtotal $12,000/ 80| $960,000 ~
Total Pmt/Cost $10,960| 100 $-1-,6967999-><: $10,528 m) 1>
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Use the Payment as a Budget to

\CHQIR
Redesi gn Car
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100 $10,000 100¢__ $20,000D¢h00%
Non-Surg.Tx
Management $200f 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000 C $50,000
Surgeon $1,400f 80| $112,000 600 $126,000
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000
Variable Costs $5,400| 45%| $432,000 $324,000
Margin $600| 5%| $48,000 $52,800
Subtotal $12,000/ 80| $960,000 -.
,c .
Total Pmt/Cost {C $10,960| 100)$4+-696-006%(_ $10,528 @
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é And Rhgsicians & Hospitals

\CHQIR
Decide How They Should Be Paid
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100/ $10,000 $200}€—=+60{_ $20,000D¢400%
Non-Surg.Tx
Management $200| 20 $4,000 $500K)
Phys. Therapy $500f 20| $10,000 $75
Subtotal $14,000 O\ $50,000
Surgeon $1,400| 80| $112,000 $2,100 €660 $126,000
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 A $480,000
Variable Costs | $5,400| 45%| $432,000 [4$324,000
Margin $600| 5%| $48,000 $52,800
Subtotal $12,000/ 80| $960,000 -.
,c .
Total Pmt/Cost {C $10,960| 100)$4+-696-006%(_ $10,528 @
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Condition-Based Payment Allows

\CHQIR
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $20,000.(100%
Non-Surg.Tx /
e
Management $200| 20 $4,000 $500| 40 $20/50%< 400% )
e
Phys. Therapy $500| 20| $10,000 $750| 40| $80000| (200%
Subtotal $14,000 0,000| [257%
Surgeon $1,400] 80| $112,000| Physicians Win"—gr26;008$(+13%))
Hospital Pmt Hospital Wins~_
Fixed Costs $6,000| 50%| $480,000| Payer Winss. 80,000 0%
Variable Costs |  $5,400| 45%| $432,000 N $3288Q0| | -25%
Margin $600| 5%| $48,000 852,
Subtotal $12,000{ 80| $960,000 60
Total Pmt/Cost $10,960| 100|$1,096,000 $10,528| 100
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What Would Happen If You Reduce

\CHQR
Surgeries Even More?
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100| 100( $10,000 100
Non-Surg.Tx

Management $200f 20 $4,000 60

Phys. Therapy $500f 20| $10,000 60

Subtotal $14,000 .
Surgeon $1,400| 80H—%$*+2066 I>( 40 -20%
Hospital Pmt -

Fixed Costs $6,000( 50%| $480,000

Variable Costs $5,400| 45%| $432,000

Margin $600| 5%| $48,000 .

Subtotal $12,000f 80 960,600 |’< 40 -50%
Total Pmt/Cost $10,960| 100|$1,096,000
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The Overall Condition-Based

\CHQIR
Budget is Already Set
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100| 100( $10,000 100
Non-Surg.Tx

Management $200f 20 $4,000 60

Phys. Therapy $500f 20| $10,000 60

Subtotal $14,000
Surgeon $1,400f 80| $112,000 40
Hospital Pmt

Fixed Costs $6,000( 50%| $480,000

Variable Costs $5,400| 45%| $432,000

Margin $600| 5%| $48,000

Subtotal $12,000{ 80| $960,000 —40
Total Pmt/Cost $10,960| 100|$1,096,000 @ 100| $1,052,800 -4%P
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Spend Some More on Outpatient

\CHQIR
Care, A Lot Less on Inpatient Care
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100( $10,000 100
Non-Surg.Tx
Management $200| 20 $4,000 66 $30,000 65000\
Phys. Therapy $500/ 20| $10,000 seH» $45,000| [350%
Subtotal $14,000 Woo 2350
Surgeon $1,400| 80| $112,000 40
Hospital Pmt /7
Fixed Costs $6,000| 50%| $480,000 4 »$480,000 0%
Variable Costs $5,400| 45%| $432,000 $216,000 -50%,
Margin $600| 5%| $48,000 N—
Subtotal $12,000{ 80| $960,000 40
Total Pmt/Cost $10,960| 100|$1,096,000 $10,528| 100| $1,052,800 -4%
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Continue to Maintain Higher

\CHQIR
Revenues for PCP & Surgeon
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100| 100| $10,000 2 $200| 100 $25,000 @
Non-Surg.Tx

Management $200| 20 $4,000 $500 60 $30,000( [650%

Phys. Therapy $500| 20| $10,000 $750| 60| $45,000| [350%
Subtotal $14,000 $46-000_[435%
Surgeon $1,400| 80| $112,000 $3,350 40| $134,000| [+20%)

. ——]

Hospital Pmt

Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $216,000| | -50%

Margin $600| 5%| $48,000

Subtotal $12,000{ 80| $960,000

Total Pmt/Cost $10,960| 100|$1,096,000 $10,528
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NCcr ease

t he

HoO

\CHQIR
Even More
CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care

Evaluations $100| 100| $10,000 $200| 100 $25,000| [150%
Non-Surg.Tx

Management $200| 20 $4,000 $500 60 $30,000| |650%

Phys. Therapy $500| 20| $10,000 $750| 60| $45,000| [350%

Subtotal $14,000 $75,000( |435%
Surgeon $1,400| 80| $112,000 $2,100 40| $134,000| [+20%
Hospital Pmt

Fixed Costs $6,000| 50%| $480,000 $480,000 0%

Variable Costs $5,400| 45%| $432,000 )AG,GGG %

Margin $600| 5%| $48,000 $70,000 +ﬁ ,

Subtotal $12,000{ 80| $960,000 40
Total Pmt/Cost $10,960| 100|$1,096,000 $10,528| 100| $1,052,800 -4%
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\ciar - And Offer Care at a Lower Cost

CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $25,000( [150%
Non-Surg.Tx
Management $200| 20 $4,000 $500 60 $30,000| |650%
Phys. Therapy $500{ 20| $10,000 $750 60 $45,000( [350%
Subtotal $14,000 $75,000| |435%
Surgeon $1,400| 80| $112,000 $2,100| 40| $134,000| |+20%
Hospital Pmt
Fixed Costs $6,000( 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $216,000| | -50%
Margin $600| 5%| $48,000 $70,000| |+46%
Subtotal $12,000f 80| $960,000 —40T—3766;6606+—<20%
Total Pmt/Cost $10,960| 100($1,096,000 @ 100| $1,000,000 -9%P
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\eox Everyone Could Win Even More

CURRENT FUTURE
$/Patient |# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100 $10,000 $200| 100|  $25,000[(]150%
Non-Surg.Tx /
e —
Management $200| 20|  $4,000 $500] 60|  $30/8004(650%)
e
Phys. Therapy $500| 20| $10,000 $750] 60| $45000| (350%
Subtotal $14,000 5,000| |435%
Surgeon $1,400] 80| $112,000| Physicians Win"=sr3#008$(+20%))
Hospital Pmt Hospital Wins~_
Fixed Costs $6,000| 50%| $480,000| Payer Winss. 80,000/ | 0%
Variable Costs | $5,400 45%| $432,000 N\ $2188Q0| | -50%
Margin $600| 5%| $48,000 $
Subtotal $12,000] 80| $960,000 40
Total Pmt/Cost | $10,960| 100($1,096,000| | $10,000{ 100
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Patients Differ in Their

\CHQR
Need for Surgery
HIGHER-RISK PATIENTS
# Pts
Primary Care - -
Evaluations ( ( 50)
Non-Surg.Tx T =T
Management 10
Phys. Therapy 10
P N
Surgery ( ) ( 40 )
N N

/ 80% Need Surgery /
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\CHQIR

Condition-Based Payment Amount
Must Be Based on Patient Needs

HIGHER-RISK PATIENTS
$/Patient |# Pts| Total $
Primary Care
Evaluations $200 50 $10,000
Non-Surg.Tx
Management $500( 10 $5,000
Phys. Therapy $750 10 $7,500
Subtotal $12,500
Surgeon $2,100| 40 $84,000
Hospital Pmt
Fixed Costs $288,000
Variable Costs $5,400 $216,000
Margin $31,680
Subtotal $535,680

Total Pmt/Cost

D

0
50

$642,180
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Protections For Providers Against

Ao . aers ~
Taking Inappropriate Risk

A Risk Adjustment: The payment rates to the physician would be adjusted
based on objective characteristics of the patient and treatment that would
be expectedto result in the need for more services or increase the risk of
complications.

A Outlier Payment or Individual Stop Loss Insurance: The payment to
the Physician from the payer would be increased if spending on"an
Individual patient exceeds a pre-defined threshold. An alternative would be
for the physician to purchase individual stop loss insurance (sometimes
referred to as reinsurance) and include the cost of the insurance in the
payment bundle.

A Risk Corridors or Aggregate Stop Loss Insurance: The payment to the
physician would be increased if spending on all patients exceeds a pre-
defined percentage above the payments. An alternative would be for the
ph%/sm_lan to purchase aggregate stop loss insurance and include the cost
of the insurance in the payment bundle.

A Adjustment for External Price Changes: The payment to the physician
would be adjusted for chang%es In the prices of drugs or services from other
phyS|C|atnst at are beyond the control of the physician accepting the
payment.

A Excluded Services: Services the physician does not deliver, or order, or
otherwise have the ability to influence would not be included as part of
accountability measures’in the payment system.
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Are You Crazy?

Hospitals Doing
Better Financially
With Fewer Patients??



\aam Maryland Has Been Moving to

Global Budgets for Hospitals

A Started With All-Payer Payment Rates

All payers pay the same, including Medicare
Costs of uncompensated care included in the all-payer rates
Addlng Incentives for quality, complications, readmissions

Problem: No control over volume; hospitals could always make more
money by admitting more patients and doing more procedures

A Moved to Total Patient Revenue (TPR) in Rural Areas

Global budget for hospital services, adjusted for population, not actual
level of services

No incentive to admit more patients or do more procedures;
incentive to reduce readmissions and avoidable admissions

Focused on isolated, rural hospitals, where one hospital serves the
entire population

A Now Global Budget Revenue (GBR) in Urban Areas

New CMS Waliver approved in January 2014

Designed to control increases in total hospital revenue per capita
Instead of revenue per case

Requires a complex system for adjusting for market share shifts
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A\ [nitial Results of Maryland Effort

A Reductions in Preventable
Admissions

A Reductions in Readmissions
A No Financial Harm to Hospitals

4.00+

Percent

-1.00+

-2.00

Growth of Per Capita Hospital Costs, 2014.

PERSFECTIVE

MARFLAND'S GLOEAL HOSPITAL BUDGETS

Maryland's Global Hespital Budgets — Preliminary Results
from an All-Payer Model

Anket Patel | O Rahul Rajkurae, MO, J 0. John M. Colmers, M.P H_ Donra Knzer, B5. Patrick H. Conway, M.D_

and Joshua M. Sharfstein, M.D.

['}11 lammary 1, 2004, che Car
! ters for Medicare and Med-
icaid Services (CMS) Innovadon
Cencer and the soue of Mary-
land lzanched che Maryland AT-
Payer Mode, ! ander which CMS
and Maryland agresd char all
health care payers, inclading
Medicars, woald pay the sams
mes for inpadent and ooz
tient hospim! services. This moe
serming eliminased cost shifing
among payers, aqaitably diserib-
mmed che coms of uncompensE
ed care and medical edocarion,
and limirsd the growth of per
admission coss? It also meant,
however, thar Madicars paid
higher mares for hospial services
in Maryland than nnder thenz
tional payment program.

As par of the agreement
Maryland pledged o achieve mb-
smndal cos savings and qualicy
imprvemenms by moving is hos

¥

vy
4

¥

Growth oF Por Capits Hopial Corty, 2014

pia-reimbasement system away
from  rradidonal  foe-for-service

paymens. The smre smablished a
new hospical global bodger pay-
mem program m which all pay-
ers in aggregaee pay hospindk a
fixzd anmoal amount for inpa-
went and oarpatent services, ad-

o= for qualioy and irrespective

of hospiral nolizaton. The prem-
ise behind hospical global bod-
#em s smple providing fised,
predicmble reverme allows hospi-
mals o focas on valoe mdier chan
wolome and rewands them &r m-
weszing in popuoladon headd im-
provemene. The Maryland modid
requires the sce o move 2lmos
all hospic! revemoe inm valoe-
bassl payment  arrangemenms,
sach 2= global bodgers, over a
Fyear period.

‘The reso b from che firse year
are m, and saveral key findings
havwe emerped Frst Maryland
did shift away from fee-for-ser-
wice hospil payments by all
payers. By lly 1, X — arlier
than required onder the mods
— hospils had agresd to move
mare than Y of the smre's ag-
gregae  hospial revemme inm
giobal badgers. The spesd of char
mngion  demonsmares  hospi-
mls’ commirmen o the new
moded and o valoe-based care.

Second, the nital cost resales
are promising. In 203, Margy-
land commiresd e limidng an-
maal growth of per capinm hospi-
mal coss for all payers o 350,

the hismorical growth rare of the
fross smee prodocre According
w hospiral financial repors and
daims, thes coszs prew by L%
berween 2013 and N4 for Mary-
land residenrs mearsd ar Mary-
land hospils — 111 percmmge
poinm kower than the agresd-on
prowth mme [s== praph). Coss
weere conczined despite the span-
s of hedlth insurance ander
the Affomdable Care Acc (ACA)L
inclading growth of approxi-
maely 1% in Medicid evncll-
ment after implemen@don of the
smars's Medicid expansion. We
belizve Marylnd’s cosc growch
was bdow the crger becanse of
a combinadon of lowsr-chan-
anocipared growth in adiosred
s per admission and changes
in care delirery under the global
bodper model.

Margland alsy commiresd w
swving Medicare £5%0 million by
2019, [n 204, Medicare’s per cap-
im hospil costs grew by 1L
macionally and decreassd by 1.08%
in Margland. Given these rrends,
Maryland has alredy sreesd Madi-
@re §116 million. Althoagh we
are sl evaluadng te effecs of
changes in mre delivery, hospial
rre saring, and ocher Bomes
these prediminary resales soggest
thar tie smar's ghoba! bodger pro-
gram could provids 2 meaningfal
foandacion for sasminable deliv-
ery reform in Maryland and a2
mode for che resoof the coomiry.

Thind Maryland improved the

HONCL] MEDEMIAD SMELCES  NOFEEEIN 13, 307 1

Thie Wew England Joml of Mot
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How Do You Get to Win-Win-Win

\CHaR
Approaches to Healthcare?
A TODAY FUTURE
C
1 Payer
| Savings |
T
D; Total
2|l s ending Lower
%‘ P Spending
c for a
S||Community for a
S Community
3 Without
Rationing
n  Payer Payer
davn Spending Spending
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Instead of Looking At Spending

\CHQIR
Provider by Pr
A TODAY FUTURE
Other | Payer |
Post-Acute | Savings :
< Care
e N Which
ol Total Physicians | categaories
o can be Lower
a|| Spendin reduced’> _
S P J Spending
c|| fora And how tor a
S| [Community would
= tcll‘lcc;;l;[]g?e Community
%] Hospitals ' Without
Rationing
can  Payer Payer
daun Spending Spending

scale
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AS S uUrT
Can

\aor € OF S mpl y
Organli zat il on
A TODAY FUTURE
C
1 Payer
5
= Accountable Care
o . .
|| Total Organization (ACO) |[En.
a|| Spending _
ol for a _ Spending
= . Coordinated Care for a
2| |Community : : :
3 Organization (CCO) Ul
3 Without
.. Rationi
Clinically Integrated [l
Network (CIN)
can  Payer Payer
% Spending Spending

scale
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Start by Looking at the Health

\CHQIR
Condi ti ons Aff ec
A TODAY
Other
g Cancer
g
_|| Total Maternity
(b} )
a || Spending
g| fora Back/Joint
S| |Community Pain
(D)
& Chronic
Diseases
(Diabetes,
Heart Failure,
COPD)

NOTE:
ceon  Payer
%gavlvn Spending
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ldentify the Avoidable Spending

\CHQIR
Within Each Condition
A TODAY
___.Avoidable $ ____
Other
o Avodable$
S Cancer
g Avoidable$
_|| Total Maternity
) .
a|| Spending _
= : ack/Join
g Community Pain
) Avoidable $
Chronic
Diseases
cah  Payer
dan Spending
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Examples of Avoidable Spending

k\CHOQR
Opportunities
A TODAY
~-Avidable$. L _ 1 Annecessary/avoidable services |
Other - ’: AUse of unnecessarily-expensive drugs l
- __Avoidable$ | AER visits/hospital stays for dehydration :
c Cancer M and avoidable complications :
()] \ . . I
= : « 1 AFruitless treatment at end of life :
A o | 02S | Ny Aate-stage cancers due to poor screening_y
O Tota. Maternity |\ I"ASveruse of C-Sections :
Al Spending |———— —— ' | AEarly elective deliveries |
= fora |- \\\ | ALow birthweight due to poor prenatal care |
S| [Community Ba%ka{i]nOInt v W AUse of hospitals.instead of hirth centers _ _
o ‘\ I AUnnecessary surgery :
3 Avoidable $ | S\ : AUse of unnecessarily-expensive implants |
----------------------- \ w_Ainfections and_complications of surgery _ _
Chronic |\ 1 AER visits for exacerbations |
Diseases | °, : AHospital admissions and readmissions |
\, AAmputations, blindness :
NOTE:
ceen  Payer
g Spending

scale
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PCPs & Specialists Redesign Care

\CHQR
to Reduce Avoidable Spending
A TODAY FUTURE
. |Im— - - - l
_..-Avoidahle $ ____ I Payer I
ther Y !
Othe FoinSr S | Savings
Avoidable $ NZRLD .
band | I -t b ° a/‘e l‘/@S | i
< Cancer T AVoidable 5
@ My
IS Avoidable $ a’yé’ O_ther
a¥ s . CH Avoidable $_____
| Maternity B5-Gyy, Cancer
a|| Spending "Many . T Avoidable $_____
S|l fora Avoidaple 3 O e Maternit
N S *Ort :
-.?3 C .| Back/Joint -Neu*;gped/os . y
S||Community Pain PrimoSUrger, |- Avoidable § ___
] 'Y Carg Back/Joint
3 Avoidable $ Pain
....................... Endocrinology |__._Avoidable $
. ardiology i
Chl’OnIC Aulmonology Chronic
Diseases Aorimary Care Diseases
ca  Payer Payer
davn Spending Spending
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Many Routine Conditions Could

\\CHQQR
and Should be Managed Locally
A TODAY FUTURE
____Avoidable $ ____
Other
- __Avoidable$
g Cancer
s _Avoidable $
| ol Maternity
a|| Spending _ \L-A_v_ojd_ab__l_e__&_
o for a Avoidable $ | IMOV%/-RI_Stk
< "Danlo ] Tm~t aternity
g Community Ba%ké‘ijnomt |_Avoidable $__
ol . Joint Pain
? | fvorebie® 0 [ avoidables
Chronic :
: Chronic
Diseases Diseases
can  Payer Community
‘%gaTV” Spending Health System
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More Complex Patients & Services

\\CHQQ,
Require Specialized Expertise
A TODAY FUTURE
__Avoidable $. »--A_v_o_id_ab_le_ﬁ__
Other Other
- Avoidable $ $__f\_\/_<_)_i<_j_a_tp_l_e_f$i__
a1 00 | Cancer [ Cancer
E_:“ Avoidable $ | ---?:-"-c-’-iq-@p-ll-e-fsi--
S COCESREREEENSRE omplex
= Total Maternity Problems
a || Spending _ |_Avoidable $
of| fora |..Avoldables ow Risk
= : ater
S| |Community Ba%ké‘ijnomt ,_,)mﬁ‘t%?;
q) . .
. Joint Pain
7 Avoldable $ Avoidable $
Chronic .
Diseases S?Qergg'gs
NOTE: = - H
caph  Payer Community Regional
daun Spending Health System Health System
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k\CHQBFglommunity Health Systems Should
- Provide Core Services Locally

A TODAY FUTURE
___Avoidable $ _Avoidable $__
Other Other
Avoidable $ ___’_*_VP_“?'_&}F’_'?L*E -
a1 00 | Cancer Cancer
E_:“ Avoidable $ ---?:-"-C-’-iq-qpi'-e- 3
R omplex
= Total Maternity Problems
a || Spending | Avoidable $__
= | Avoidable $ Low-Risk POSC'E'ACUte
oo | 'Backidoint | [Matemity | A
Sl[Community Pain |_Avoidable $_ | _
O : . |Dlagnostics
= Avoidable $ Joint Pain | g Selected
N 7777 1| Avoidable $ |Procedures
Diceases Chronic | Primary
Diseases Care
NOTE: . .
caph  Payer Community Regional
dawn Spending Health System Health System
scale © Center for Healthcare Quality and Payment Reform www.CHQPR.org 179



Regional Systems Should Focus

\\CHQQR
on High-Value Specialized Services
A TODAY FUTURE
___Avoidable $ ___. Complex |_Avoidable $__
Other Patients Other
Avoidable $ Coarl]?dbx |_Avoidable $
= | I Cancer Procedures|_cancer
= . Avoidable $
© AVOIdab|e$ _____ Advanced [~ 050
o Total - Advanced " complex
= Maternity lagnostics| Problems
a|| Spendin |_Avoidable $__
o pf I Avoidable s Low-Risk PO%'ACUte
Ellcommr | Backioint | - Maternity |~
gff-emmen Pain R Diagnostics
o Avoidable $ Joint Pain ¢ Selected
v  Avoidable $ |Procedures
Diceasss | | Chronic | primary
Diseases Care
E%Etﬁ Payer Community Regional

davn Spending

scale

Health System Health System
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Community and Regional Systems

\\CHQQR
Specializing & Coordinating Care
A TODAY FUTURE
___Avoidable $ ___ Complex |_Avoidable $__
Other Patients Other
: and -
- __Avoidable$ Complex |-2yodavles
S Cancer Procedures| Cancer
= . Avoidable $
3 _ Avoidable s Advanced [“Gomplex
= Total Maternity Diagnostics| problems
|| Spendin |_Avoidable $_.
O] pf J Avoidable $ Low-Risk PO%'ACUte
o | Backidoint | - Matemity =
Sl[Community Pain |_Avoidable $_ | _
O : . |Dlagnostics
a3 Avoidable $ Joint Pain {g Selected
v 1 | Avoidable $ |Procedures
Diceasss | | Chronic | primary
Diseases Care
E%E’tﬁ: Payer Community Regional
dawn Spending Health System Health System

scale
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That 0S

Buil |

d |

k\CHOQR
From the Bottom Up
A TODAY FUTURE
__Avoidahle $___ True ACO Complex
Other Patiec?ts
- an
- __Avoidable $ Complex
S Cancer Procedures
E ____'_A_‘_’P_i_qf_"_*?'_‘?f _____ Advanced
= Totdal Maternity Diagnostics| Problems
a || Spendin
O] pf J Avoidable $ Low-Risk PO%'ACUte
S| commonin| Backidoint | - fMatemty | =5
Sl|Community Pain Avoidable $ Dinanostics
= Avoidable $ Joint Pain | g Seiected
o | I Avoidable $ |Procedures
Chronic :
: Chronic Primary
Diseases Diseases Care
can  Payer Community Regional

Health System

Health System
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Each System Takes Accountabillity

g Spending

scale

\CHQQR
for the Spending It Controls
A TODAY FUTURE
___Avoidahle $ .__. True ACO
Other
o Avoidable$ Savings
S Cancer
g _Avoidable$
|| Total Maternity COther Problems
a|| Spendin ancer
®) pfOr a J Avoidable $ Low-Risk \ Comp|ex
E | 'Back/Joint | [-Materniy Problerns
g Community Pain Avoidable $ k/loathéﬁi%
Joint Pain . :
3 Avoidable $ Avoidable $ |~~~ | Joint Pain
Chronic - Chronic
Diseases S?Qégg'gs Diseases
E%gp Payer Community Regional

Health System Health System
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\CH%What Most Communities Are Doing
Wil |l Ulti mately

ConsoHdaﬂons'

Medicare | and Closures
& Medicaid| |
N 1 Hospitals
Cost-Shifting ,
Through L L
Underpayment Hospltals
: Inadequate Acqumng MDs
“Payment
WIN- | for o
LOSE --Hrgh-— --------------- Specialists
: e uality
. T ~are ' .
Battle to Gain
Employers I~ Fragmented ) Volume
PExpecsmsnlle H
Inability to ool Quality
Prowde/ Care PCPs
Coverage
Patients Inadeguate #
of PCPs
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\aHam eBut WA Coul d
Win-Win Solutions If It Wants To
Medicare | Medical
& Medicaid Centers
Savmgs X
c for t ¢
overnmen :
H9%  ospitals.
uali
WIN- glnanglal ly i
WIN- -\Fglélge '
Savings WIN™ Specslallsts Specialists
for & Hospltals
Employers  Employers | :
High Quality, '
Affordable Care | PCPs
1

Patients
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Learn More About WIin-Win-Win

\CHQIR |
Payment and Delivery Reform

www.PaymentReform.orqg

Transitioning
to Accountable Care

L ™
Im“
INCREMENTAL PAYMENT REFORMS

TO SUPPORT HIGHER QUALITY,
MORE AFFORDABLE HEALTH CARE
* . Harold D. Miller
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