CENTER FOR

HEALTHCARE
PAYMENT REFORM

REDESIGNING HEALTH CARE
FROM THE BOTTOM UP
INSTEAD OF
FROM THE TOP DOWN
Better Care at Lower Costs
Through Patient-Centered Payment

Harold D. Miller
President and CEO
Center for Healthcare Quality and Payment Reform

www.CHQPR.org



There Is one thing
(and maybe only one thing)
we have in common
Il n Ameri ca t Of(

eWeore all spe
too much on healthcare



Healthcare Spending is the

Biggest Driver of Federal Deficits

Projected Federal Budget Spending, 2016-2027 (Billions)
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Increasing Share of State Budgets
Goes to Medicaid Spending

Source:
NASBO

20%
19%
18%
17%
16%
15%
14%
13%
12%
11%
10%
9%
8%
7%
6%
5%
4%
3%
2%
1%
0%

1989 I

1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

State Medicaid Spending as % of All State Funds in State Budgets

1/6 of All
State Funds
Are Now
Used for
Medicaid

mgmmhmmc:x—immqrm
(= o O O O O — o ~ - - -
o o o o o o Q o O o 9 O QO
NN N NN N NN NN NN

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 4



\CHQIR

U.S. Premiums Increased 73%
More Than Inflation Since 2002

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

THE WALL STREET JOURNAL.

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

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

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

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

piece in a largely complete labor recovery.

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



Spending on Higher Premiums

\CHQIR
Reduces $ for Take-Home Pay

Growth in Family Insurance Premiums, Annual Earnings, and Inflation
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\aHam Spending is Increasing Rapidly
I n NSingle Paye
Growth in Per Capita Health Care Spending, 2008-2016
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How Do You Control the

Growth in Healthcare Spending?
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Payer Strategy #1.
Cut Provider Fees for Services

——————— =

I SAVINGS
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Payer Strategy #2.

NcHamR _ _
Shift Costs to Patients

|
$ : SAVINGS !
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Payer Strategy #3.

\CHaR |
Delay or Deny Care to Patients

: SAVINGS !
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\+am Results of Typical Strategies

APatients dondt get the care t
costs increase In the future

A Small physician practices and hospitals
are forced out of business

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

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 13



\+am Results of Typical Strategies

APatients dondt get the care t
costs increase In the future

A Small physician practices and hospitals
are forced out of business

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

IS THERE A BETTER WAY?

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 14



The Right Focus: Spending

Acram . .
That Is Unnecessary or Avoidable
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Avoidable Spending Occurs

\CHQR
In All Aspects of Healthcare
N SURGERY
$ %ggeo%eusr?r?er:%essusrgreilrxexpensive implants

AVOIDABLE
SPENDING

NECESSARY
SPENDING

Alnfections and complications of surgery
ADveruse of inpatient rehabilitation

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

~ CHRONIC DISEASE
AER visits for exacerbations
AHospital admissions
AHospital readmissions

MATERNITY CARE
AUnnecessary C-Sections
AEarly elective deliveries
AUnderuse of birth centers
AComplications of delivery

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Institute of Medicine Estimate:

0% of Spending is Avoidable

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

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

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

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

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

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

THE HEALTHCARE IMPERATIVE

Lowering Costs and Improving Outcomes

Workshop Series Summary

FRAUD Total excess = $75 B*

* All sources—payer, clinician, patient
INSTITUTE OF

OF THE NAT!

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

AVOIDABLE
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The Right Goal: Less Avoidable $,

More Necessary $
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\rar Win-Win for Patients & Payers
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What 6s t he Barr
Achieving This?



k\cmggwe Pay More for

Healthcare Fee for Service

= 0014
14’(.)00 = HCPCS Level I
Indnndual;i

fees
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We Pay More for More Servicesé
eéand We Pay Mor e

Healthcare Fee for Service

\CHQR

14,000 2014

= HCPCS Level li

Individual
fees

# Errors | Cost Per
Medical Error (2008) Error

Pressure Ulcers| 374,964| $10,288

Postoperative Infection 252,695| $14,548
Complications of Implanted Device 60,380| $18,771
Infection Following Injection 8,855| $78,083
Pneumothorax 25559 $24,132

Central Venous Catheter Infection 7,062| $83,365
Others| 773,808] $11,640

TOTAL| 1,503,323| $13,019

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 23
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What Would Happen If We Paid for

Cars the Way We Pay for Care?

Healthcare Fee for Service

14,000
Individual
fees

: 0014

= HCPCS Level li

# Errors | CostPer

Medical Error (2008) Error
Pressure Ulcers| 374,964| $10,288
Postoperative Infection 252,695| $14,548
Complications of Implanted Device 60,380| $18,771
Infection Following Injection 8,855| $78,083
Pneumothorax 25559 $24,132
Central Venous Catheter Infection 7,062| $83,365
Others| 773,808] $11,640
TOTAL| 1,503,323| $13,019

Fee for Service for Cars?

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 24



Cars Would Have Many

\CHOR
Unnecessary Parts

Cars would get many unnecessary parts

\ 7-G-28

lIlm
‘ —

© Center for Healthcare Quality and Payment Reform
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_— Cars Woul d Be n
~ Frequently for Avoidable Problems

Cars would get many unnecessary parts

Cars would be readmitted to the factory
20% of the time to correct malfunctions

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 26



How Are Medicare
and Private Health Plans
Fixing the Fee-for-Service System?
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Mo s t

Commo-BaAa¥d
Payment: Pay for Performance

Service

P4P
Incentives
BSsecli_ on

uality
and Cost
Measures

(MIPS &
VBP)

NO
Change
In Fees

for

Individual
Services

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

Probl em | sno

N\

\CHQR _ _
Barriers in FFS Payment
% P4P 'A A small bonus may not be
Incentives enough to pay for delivering
_________ Based on the additional services
. “Bonus_ Quality needed to improve quality
and Cost
Measures | |A A small bonus may not be
(MIPS & enough to offset the costs of
VBP) collecting and reporting the

Services 1

for

Service

Unpaid

Financial ,

guality data

A A small penalty may be less
than the loss of
fee-for-service revenue
from healthier patients or
lower utilization

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Despite Years of P4P,
Quality Has NOT Improved
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Despite Years of P4P,
Quality Has NOT Improved
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Blood Pressure and HbA1lc Control for Diabetics, Commercial PPOs & HMOs

Over One-Third

of Diabetic Patients o
Arenot Receivilng
Adequate Care
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\cHam . .
Money With No Apparent Benefit

| t0s Costing Ev

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

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

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

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

Foundation, Inc

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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P4P Has Been Studied to Death
Doesnot

& |t

Annals of Intermal Medicine

REVIEW

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

Use, and Processes of Care

A Systematic Review

Aaron Mendelson, BA; Karli Kondo, PhD; Cheryl Damberg, PhD; Allison Low, BA; Makalapua Motiapuaka, BA;

Michele Freeman, MPH;: Maya O'Neil, PhD; Rose Relevo, MLIS

Backgrou
grams are

Purpose:
effects of P

MS; and Devan Kansagara, MD, MCR

Conclusion: Pay-for-performance programs may be associated
with improved processes of care in ambulatory settings, but con-

oo sistently positive associations with improved health outcomes

comes in aj

Data Sou

have not been demonstrated in any setting.

MEDLINE, PEyem o, oA L, oo Ceononmes ana ey,
Business Source Elite, Scopus, Faculty of 1000, and Gartner Re-
search from June 2007 to February 2016.

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

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

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

-
hospital readmissions.

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

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

Primary Funding Source: U.S. Department of Veterans Affairs.

Ann Intern Med. 2017;166:341-353. doi:10.7326/M16-1881 Annals.org
For author affiliations, see end of text.
This article was published at Annals.org on 10 January 2017.

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



P4P Has Been Studied to Death

\CHOR :
& |t Doesndt Wor

Annals of Intemal Medicine REVIEW

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

How Does MIPS Work?

You earn a payment adjustment based on evidence-based and practice-specific quality data. You show you provided high quality,
efficient care supported by technology by sending in information in the following categories.

&/

Quality Improvement Advancing Care
Activities Information

study quality, and graded the strength of the evidence sistently positive associations with improved health outcomes
r have not been demonstrated in any setting.
Data Synthesis: Among 49 studies, 58 were in ambulatory sat-

tings, 52 reported process-of-care outcomes, and 38 reported Primary Funding Source: U.S. Department of Veterans Affairs.

patient outcomes. Low-strength evidence suggested that P4P Ann Intern Med. 2017;166:341-353. doi:10.7326/M16-1881 Annals.org
programs in ambulatory settings may improve process-of-care For author affiliations, see end of text.
outcomes over the short term (2 to 3 years), whereas data on This article was published at Annals.org on 10 January 2017.
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In MIPS, No Rewards Are Paid

\cron 'S .
Unless Other Physicians Fall

A In MIPS, bonuses are only paid to physicians who have above
average quality if penalties are assessed on other physicians
with below average quality

A To maintain budget neutrality, the size of bonuses depends on
the size of penalties

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 35



\CHQR The End of Collaboration?

A In MIPS, bonuses are only paid to physicians who have above
average quality if penalties are assessed on other physicians
with below average quality

A To maintain budget neutrality, the size of bonuses depends on
the size of penalties

A Under this system, why would high-performing physicians
want to help under-performing physicians to improve?

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 36



‘k\CHQRRVBP Approach #2:

. PAYER SOLUTION:
$ YEAR 1

AVOIDABLE
SPENDING AVOIDABLE
SPENDING

NECESSARY NECESSARY
SPENDING SPENDING
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Ao VBP Approach #2: Save Us $$ &
~(Maybe) We0 NéxtYean

X PAYER SOLUTION:
$ YEAR 1 YEAR 2

1 SAVINGS

AVOIDABLE AVOIDABLE
SPENDING AVOIDABLE SPENDING
SPENDING

Shared Svgs

NECESSARY NECESSARY NECESSARY
SPENDING SPENDING SPENDING
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No $ for Unbillable Services,

High Financial Risk for Providers
\ CMS/Health Plan APMs
$ YEAR 1 YEAR 2

AVOIDABLE
AVOIDABLE SPENDING
SPENDING

AVOIDABLE
SPENDING

does Shared Svqgs
hospital
ol? Shared

physician savings,
cc%vert recelifved
NECESSARY NECESSARY BN NECESSARY !
costs of may not
SPENDING SPENDING [vriteifll SPENDING [t
services costs &
and IfOSS losses
0
revenue? /
I UNPAID | 1 UNPAID .7 I UNPAID |
! SERVICES | \ .SERVICES ! ' SERVICES
TOSS OF 1 —TOSS OF 1

L _REVENUE _ L _REVENUE _
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Medil careodos Shar €

\CHQIR
Program | snot

2013 Results for Medicare Shared Savings ACOs

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

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

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

2014 Results for Medicare Shared Savings ACOs

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

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

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

2015 Results for Medicare Shared Savings ACOs

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

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

A After making shared savings payments, Medicare spent more than it saved
A Net loss to Medicare: $216 million

2016 Results for Medicare Shared Savings ACOs

A 44% of ACOs (191/432) increased Medicare spending

A Only 31% (134/432) received shared savings payments

A After making shared savings payments, Medicare spent more than it saved
A Net loss to Medicare: $39 million

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 40



\rm Why Arenédt ACOSs

PATIENTS

Heart
Disease

Cancer

Back Pain

Pregnancy

[Prcl;r;]raery] [CardiOIOQYJ[ Oncology ][Neurosurgery] [OB/GYN]I

£ £ £ £ o

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



No Change in the Way

\cHam - . .
Physicians or Hospitals Are Paid

MEDICARE/HEALTH PLAN

I
PATIENTS ACO
N ean Fee-for-
| ear Service
Disease Payment
I
| Cancer
|| Back Pain |
I|| Pregnancy \l, \l, \l' ‘l' ‘l'
: [Prci:rgraery][(:ardiomgy][ Oncology ][Neurosurgery][OB/GYN]
| £ £ £ % ¥
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ACHOm ACOs Create Expensive Systems

to nNnCoordi nat

MEDICARE/HEALTH PLAN

ACO

: I
| Heart Service IT Systems | _Coordinators I
Disease Payment I

I
| Cancer I
I|| Back Pain | I
I|| Pregnancy \l, \l, \l' ‘l' ‘l' |
_ I
: [PrclzrgraeFYJ [Cardiology][ Oncology ][Neurosurgery] [OB/GYN]I
I 2 4 { L r o
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\cHom Possibility of Future Bonuses
~ Doesndt Of fset

MEDICARE/HEALTH PLAN

[Primar

Care y] [Cardi0|09>’][ Oncology ][Neurosurgery] [OB/GYN]

Shared Savings
Payment???

; PATIENTS ACO

| Fee-for- Expensive Care

H ee-10r1 .
| | eart Service IT Systems | Coordinators
\ Disease Payment | Part of Shared Savings??
v
I Cancer ANo payment for high-value services
. Alnadequate revenues to cover costs when

I|| Back Pain | fewer services are delivered

I|| Pregnancy

[

[

[
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| s NCare Coor

\CHQR
the Key to Value-Based Care?

A Can all of the opOFortun_ities for reducing avoidable services be
achieve simply through Dbett e

A Can you get high quality, affordable care by coordinating
poor quality, expensive services?

SURGERY
* Unnecessary surgery o
$ * Use of unnecessarily-expensive implants
* Infections and complications of surgery
» Overuse of inpatient rehabilitation

CANCER TREATMENT

AVOIDABLE ) « Use of unnecessarily-expensive drugs
SPENDING § —»| « ER visits/hospital stays for dehydration
and avoidable complications

* Fruitless treatment at end of life

~_ CHRONIC DISEASE
» ER visits for exacerbations
» Hospital admissions
* Hospital readmissions

NECESSARY

SPENDING MATERNITY CARE
* Unnecessary C-Sections
* Early elective deliveries
* Underuse of birth centers

| » Complications of delivery

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 45



Is Fit & Finish of Assembly

\CHQR |
the Key to Safe Automobiles?

A When you buy a car, is your only concern whether the
manufacturer assembled all the parts properly?

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 46



Is Fit & Finish of Assembly

Ao .
the Key to Safe Automobiles?

A When you buy a car, is your only concern whether the
manufacturer assembled all the parts properly?

Millions More Cars With Takata Air Bags Recalled
Honda, Fiat Chrysler, Toyota, Nissan, Subaru, and more
kick off latest U.S. recalls
The Wall Street Journal, May 27, 2016

Car makers recalled millions of additional vehicles world-wide with faulty Takata
Corp. air bags, further escalating an automotive safety crisis linked to at least 11
deaths and more than 100 injuries. - _

Auto makers in the U.S. on Friday recalled more than 12 million vehicles to
replace the air ba%s, according to filings with U.S. regulators. The safety
campaigns in the U.S. are part of a massive expansion disclosed earlier this
month requiring auto makers to recall up to an additional 40 million air bags that
risk rupturlnqband spraylng shrapnel in vehicle cabins. All told, nearly 70 million
air bags are being recalled in the U.S. alone. _

Honda Motor Co., Fiat Chrysler Automobiles NV, Toyota Motor Corp, Nissan A
Mot or Co., Fuji Heavy Industries Ltd. O0s
Motors Corp. kicked off the U.S. recalls on Friday. Honda, T a k a ta@ests

customer, recalled roughly 4.5 million vehicles, including some that had already

been recalled earlier. Fiat Chrysler recalled 4.3 million vehicles.

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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,\\CHQRIhe ACO Will Not Succeed Without
~ High-Quality Care in Every Specialty

MEDICARE/HEALTH PLAN

PATIENTS

Heart
Disease

Cancer

HIGH-QUALITY CARE

Pregnancy

Cardiologyfl Oncology OB/GYN

[
[
[
[
[
I|| Back Pain
[
[
[
[
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Higher-Quality Care Requires

\cHam . 7
Changing Physician Payment

MEDICARE/HEALTH PLAN

PATIENTS S R Ce

Heart P2 m
Disease

Payments That Support Higher-Value Care

Cancer

|
pregrancy ||y | l b

[
[
[
[
[
I|| Back Pain
[
[
[
[

[Prci:rgraery] [Cardiology][ Oncology ][Neurosurgery] [OB/GYN]
4 i\ 4 1 1
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\cHaR VBP Strategy #3:

NTransparencyo

Estimated Treatment Cost Results

Knee Replacement, 25 miles from Raleigh - Modify Your Search

Cost estimates are averages based on historical BCBSNC claims data. Amounts listed typically include physician fees
medical supplies — as well as customer responsibility (deductible, co-pay and co-insurance). Your actual costs may be
heaith plan design, deductibles/co-insurance and out-of-pocket limits

North Carolina Specialty Hospital $20,300

3916 Ben Franklin Bivd
Durham, NC 27704

$20,300
UNC Hospitals $29,206
101 Manning Dr
Chapel Hill, NC 27514 ptions, Blue Advant
$35,962
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