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How Do You Control Growing
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Typical Strategy #1:
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Cut Provider Fees for Services
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Typical Strategy #2:

NcHamR _ |
Shift Costs 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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IS THERE A BETTER WAY?
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The Right Focus: Spending

Acram . .
That Is Unnecessary or Avoidable
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Avoidable Spending Occurs

\CHQR
In All Aspects of Healthcare
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Avoidable Spending Occurs

\CHQPR
In All Aspects of Healthcare
N AER VoK 107 Exaearbations et

AVOIDABLE
SPENDING

NECESSARY
SPENDING

AHospital admissions and readmissions
AAmputations, blindness
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Avoidable Spending Occurs

\CHQPR
In All Aspects of Healthcare
N AER VoK 107 Exaearbations et

AVOIDABLE
SPENDING

AHospital admissions and readmissions
AAmputations, blindness

TESTING & PROCEDURES
AOveruse of high-tech diagnostic imaging
AUnnecessary surgery o
AUse of unnecessarily-expensive implants
Alnfections and complications of surgery
ADveruse of inpatient rehabilitation

NECESSARY
SPENDING
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Avoidable Spending Occurs

\CHOR
In All Aspects of Healthcare
N AER VoK 107 Exaearbations et

AVOIDABLE
SPENDING

NECESSARY
SPENDING

AHospital admissions and readmissions
AAmputations, blindness

TESTING & PROCEDURES
AOveruse of high-tech diagnostic imaging
AUnnecessary surgery o
AUse of unnecessarily-expensive implants

Alnfections and complications of surgery
ADveruse of inpatient rehabilitation

CANCER TREATMENT

AUse of unnecessarily-expensive drugs &
radiation treatments _

ARepeat surgeries for full resection

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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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 $,
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The Right Goal: Less Avoidable $,

More Necessary $

AVOIDABLE AVOIDABLE AVOIDABLE
SPENDING SPENDING SPENDING Aé\é%lNDém—GE

— - 5 =

NECESSARY [lINECESSARY JlINECESSARY
NSI,EFS:EEN?[%%Y SPENDING SPENDING SPENDING

TIME >

© Center for Healthcare Quality and Payment Reform CHQPR.org

15



\rar Win-Win for Patients & Payers
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Barriers in the Payment System
Create a Win-Lose for Providers
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SPENDING AS\\E%INDSE\:—(I;E

BARRIERS
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Barrier #1: No $ or Inadequate $

for High-Value Services

AVOIDABLE
SPENDING

NECESSARY
SPENDING

UNPAID

No Payment or
Inadequate Payment for:

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

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

ACommunication between
PCPs and specialists to
manage patient needs

ANon-medical services,
e.g., transportation

AAdditional time for patients
with higher intensity needs
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Barrier #2:. Avoidable Spending

\cHaR _ ,
May Be Revenue for Providersé
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PROVIDER COST

REVENUE OF
SERVICE

NECESSARY DELIVERY
SPENDING
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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

AVOIDABLE

SPENDING AVOIDABLE —
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e But FIi Xed Cost

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

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

A Costs of collecting quality data
AVOIDABLE COST OF

SPENDING AVOIDABLE NEW SVCS
SPENDING

PROVIDER COST

REVENUE OF COST

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

SPENDING DELIVERY
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eLeaving Provi de

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
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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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So Why Havenot We
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Payers Are From Mars,
Providers Are From Venus



wg\cﬂquPrOVi der Approac

N PROVIDER
$ SOLUTION:

AVOIDABLE
SPENDING

NEWLY PAID
SERVICES

NECESSARY NECESSARY
SPENDING SPENDING

I UNPAID
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Provider Approach: Pay Us Moreée

\CHQR
eand NTrust UsOo
A PROVIDER
$ SOLUTION:
i SAVINGS

‘ AVOIDABLE
'SPENDING SPENDING

NEWLY PAID
SERVICES

NECESSARY NECESSARY
SPENDING SPENDING

I UNPAID
' SERVICES |
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Provider Approach: Pay Us Moreée

 SES A :
éand NTr ust Us O

“ PROVIDER

. SOLUTION:

i “SAVINGS 7
No matter how

AVOIDABLE " AVOIDABLE many studies have

SPENDING SPENDING been done

NEWLY PAID saying that a service
~ saved money
In demonstration
projects,
that s no gua
that savings will be

NECESSARY NECESSARY achieved
SPENDING SPENDING when the service is
Implemented
by all providers for
all patients

I UNPAID

© Center for Healthcare Quality and Payment Reform CHQPR.org 31



Payer Concern: No Accountability

\cHam . .
to Reduce Avoidable Spending
s PROVIDER PAYER FEAR:
$ SOLUTION:
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'SPENDING SPENDING
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Payers Are From Mars,
Providers Are From Venus



Payer Approach: Save Us Money

WCHOR =
andéeé
“ PAYER SOLUTION:
$ YEAR 1
T TSAVINGS
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SPENDING

UNPAID UNPAID

' SERVICES ! ' SERVICES !
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Payer Approach: Save Us Money

WCHOR A
and Wedl | Pay Y¥a

X PAYER SOLUTION:
$ YEAR 1 YEAR 2
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AVOIDABLE SPENDING

SPENDING
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NECESSARY NECESSARY
SPENDING SPENDING

UNPAID UNPAID UNPAID
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Provider Concern: Shared

\cram e .
Savings Is Too Little, Too Late
R PAYER SOLUTION:
$ YEAR 1 YEAR 2
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Nrar Pr obl ems Wi th fA ¢

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

A Physician practices that have been practicing inefficiently or
Inappropriately are paid more than conservative physicians

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

A Physician practices are placed at risk for costs they cannot
control and random variation in spending

A Shared savings bonuses are temporary and when there are
no more savings to be generated, practices are still underpaid
for the care patients need
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Purchaser Strategies in Oncology:

\cram .
Narrow (nHI gh Vi
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Step 1.
l dent i Vyal uldi &P o

\CHOR

NHi-Yal ueo
Providers

nNLoWal ueo
Providers
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\CHQR How Do You Define Value?
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\CHQR How Do You Define Value?

QUALITY
COST

VALUE =
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So Provider #1 Delivers

\CHQIR _ |
Higher Value Care, Right?

_ QUALITY
VALUE = ————
PROVIDER #1 PROVIDER #2

7 Year Survival S 10 Year Survival
$5,000/patient $10,000/patient
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So Provider #1 Delivers

\CHQR _ |
Higher Value Care, Right?

QUALITY
VALUE =
COST
PROVIDER #1 PROVIDER #2
7 Year Survival S 10 Year Survival
$5,000/patient $10,000/patient

0.51 0.37
days of life >  days of life
per dollar per dollar

© Center for Healthcare Quality and Payment Reform CHQPR.org
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N Mul ti pl e Aspect

UALITY
VALUE = Q
COST
PROVIDER #1 PROVIDER #2
8 Year Survival < 10 Year Survival
20% Grade 3+ Toxicity > 50% Grade 3+ Toxicity
$11,000/patient > $10,000/patient

?
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Assessing Value

\CHQIR _ _
IS a Lot Harder Than This

VAL =
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Al | Too ONBémeonNn

LS -
nNWilling to Acce

NHi-Yal ueo
Providers
(1.e., discounts)

nNLoWal ueo
Providers

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



Step 2: Reward High-Value

\CHaR . . .
Providers With More Patients

NHi-Yal ueo
Pg/tliOerr?tsr’ Providers

X (1.e., discounts)

nLoWal ueo
Providers
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\CHOR

But Wail t : Wer er

to Stop Rewarding Volume???

NHi-Yal ueo
Pg/tlioerr?tsr’ Providers

X (1.e., discounts)

nLoWal ueo
Providers

\MﬁValue
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Narrow Networks Are Not What
nVol ume to Val

NHi-Yal ueo
Providers
(1.e., discounts)

nLoWal ueo
Providers

\CHOR

More
Patients%,

\V e—Value—Volume

Cwawciws Iwcewrives

From Volume To Value: Better
Ways To Pay For Health Care

Providers would be better able to reduce costs and improve quality
under episode-of-care and comprehensive cane payment systems.

by Harold D. Miller

ABSTRACT: Payment systems far heakh cars tday are based on sewarding walume, not
walue for the money spent. Two praposed methods of payment, “episod=of-can: poyment”
and “compeehansive care paymant” (condition-adjusted caphtation], could facilitate higher
guality and lower cost by awolding the problems of both fec-forsendos payment and tradi-
tional capitation. The most approprizte payment systems for different types of patient con-
ditions and some methods of addressing design and implementation ssues ane dscussed.
Akhough the new payment systems are desirable, mary providers ame not organkzed to ac-
cept or uss them, so ranshtional approaches such as “virtual bundling,” described in this
paper, will be needed. [Health AFf (Millwood). 2008, 28(5]:141 8- 28; 10.1377/hithaft 28.5
1418]

Health Affairs, Sept/OCt 2009 © Center for Healthcare Quality and Payment Reform CHQPR.org 49



What if the Network

\CHQIR
I's Already nN

More? One Provider

- In the
Patients Community

(Rural Area,
Consolidated System,
Etc.)

© Center for Healthcare Quality and Payment Reform CHQPR.org 50



National Narrow Networks:

\CHOR ~
nCenters of E:
High-Value
More Providers
Patients* In Other
X Cities
|
Qne Provider
in the local

Community
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Will Every Cancer Patient

\CHQR |
Have to Go to Minnesota?
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Will Every Cancer Patient

\CHQR |
Have to Go to Minnesota?

VT

NY

>, s
e
Yo | | Are purchasers
=] I n the nsend
SN IRC " benefiting from the
hl%h prices that
t he nhigh
5 providers are charging
oL employers and patients
. ; TR In their own region?
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Provider Response:

Ao ~SP
Create an Accreditation Program

AOncoI ogy practices and he
gayers they are delivering high-value care by
ubjecting themselves to rigorous review by an
accredltlng agency

© Center for Healthcare Quality and Payment Reform CHQPR.org 54



Does Accreditation

Ao .
Assure High-Value Care?

A Thanks to Joint Commission hospital accreditation,
there are no longer any infections or patient safety
problems in hospitals

A Thanks to the Certification Commission for Health
Information Technology (CCHIT), every EHR works
effectively to support good patient care

A Thanks to college accreditation organizations,
every parent who sends their child to college knows
they will get a good education and a good job after
graduation

NNOTO
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Shoul d Payers Pr
~ to Deliver Higher Value Care?

P4P
B(%se?_ on

uality
and Cost
Measures
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The Problem | snbo

\CHOXR T
Barriers in FFS Payment
$| ‘A A'small bonus may not be
Y= enough to pay for delivering
Based on a high-value Service or for
Quality the added costs of improving

and Cost quality
Measures [|A A small bonus may not be

enough to offset the costs of
collecting and reporting the
guality data

A A small penalty may be less
than the loss of
fee-for-service revenue
from healthier patients or
lower utilization
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,,\\Cﬁq\galue-B ased

Pur chas

- 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

AVOIDABLE MARGIN — —
SPENDING

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

PROVIDER CgET cost
REVENUE
DSIELFI{\\//IIECREY NECESSARY PROVIDER SES\ZCE
REVENUE
SPENDING ==

NECESSARY
SPENDING
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It Is unrealistic to expect providers
to Improve quality or reduce spendin
If the payment system does not provide
adequate financial support for their efforts.



It Is unrealistic to expect providers
to Improve quality or reduce spendin
If the payment system does not provide
adequate financial support for their efforts.

| t 0 s U rnoerpact patents &purchasers
to pay more or differently without assurances
that quality will be improved,
spending will be lower, or both.



It Is unrealistic to expect providers
to Improve quality or reduce spendin
If the payment system does not provide
adequate financial support for their efforts.

| t 0 s U rnoerpact patents &purchasers
to pay more or differently without assurances
that quality will be improved,
spending will be lower, or both.

Payment reforms must be designed
R (o suplqort delivery of
higher-quality care for patients
at lower costs for purchasers
| ~_Inways that are
financially feasible for providers.



How Do You Design
a Good
NAl ternati ve Pay



Step #1:

ldentify Avoidable Spending

AVOIDABLE
SPENDING
PROVIDER

CAN
CONTROL

NECESSARY
SPENDING
PROVIDER

CAN
CONTROL

OPPORTUNITIES TO REDUCE SPENDING
WITHOUT HARMING PATIENTS
AUse of unnecessarily expensive drugs
AOrdering unnecessary tests & imaging studies
APerforming unnecessary procedures

ARepeat procedures to correct avoidable problems

AED visits and hospital admits for
complications of treatment

AUse of unnecessarily expensive settings for
treatment

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

Specialty Societies Have Already

ldentified Many Opportunities

T B
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Five Things Physicians
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American Society for Radiation Oncology

Five Things Physicians
and Patients Should Question

= Choosing
'Wlsely

American Academy of Hospics and Palliative Medicine

Five TI';iﬁgs Pl;fsicians
and Patients Should Question

z Choosing
= Wisely

B Foundati

Commission on Cancer

Commission
on Cancer®

Five Things Physicians
and Patients Should Question
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Society of Gynecclogic Cncology

z Choosing C

= Wisely

Five Thi.ngé -I.’.lhysicians

HIE and Patients Should Question

Don't screen low risk women with C

EALTI6 ered uasinend i iow rhi, apreptars sbe wors i by 5ol b 12 degsis of svssen cas ot sl of i e o e
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Don't perform Pap tests for surveillance of women with a history of
endometrial cancer.

Fap i of the s of the waghs is worser ust e i sreboteatal cermes St tof improve Setvcton of el recssmsc. Fati peothe P
ST |0 T groep ot ke d 0 e sy proceda e sch B3 Colpooogy end Doy

Don't perform colposcopy in patients treated for cervical cancer with Pap
tests of low-grade squamous intraepithelial lesion (LGSIL) or less.
I et ot s

Exslpuzicogry for lom-giadin abimarralihes in 1S group dows ol Setet ey L an;

Avoid routine imaging for cancer surveillance in women with gynecologic

cancer, specifically ovaran, endometrial, cervical, vulvar and vaginal cancer.
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Don't delay basic level palliative care for women with advanced or
relapsed gynecologic cancer, and when appropriate, refer to specialty
level palliative medicine.
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\CHQR

Payment Systems Should Support
Care Delivery not Vice Versa

AVOIDABLE
SPENDING
PROVIDER

CAN
CONTROL

NECESSARY
SPENDING
PROVIDER

CAN
CONTROL

OPPORTUNITIES TO REDUCE SPENDING
WITHOUT HARMING PATIENTS
AUse of unnecessarily expensive drugs
AOrdering unnecessary tests & imaging studies
APerforming unnecessary procedures

ARepeat procedures to correct avoidable problems

AED visits and hospital admits for
complications of treatment

AUse of unnecessarily expensive settings for
treatment

UNPAID
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Step #2:

ldentify Barriers in Payment
¢ , OPPORTUNITIES TO REDUCE SPENDING
$ / WITHOUT HARMING PATIENTS

AVOIDABLE
SPENDING
PROVIDER

CAN
CONTROL

NECESSARY
SPENDING
PROVIDER

CAN
CONTROL

UNPAID

L SERVICES_ ' _ __

AUse of unnecessarily expensive drugs
AOrdering unnecessary tests & imaging studies
APerforming unnecessary procedures

ARepeat procedures to correct avoidable problems

AED visits and hospital admits for
complications of treatment

AUse of unnecessarily expensive settings for
treatment

BARRIERS IN CURRENT FFS SYSTEM

| Alnadequate payment for accurate diagnosis

Alnadequate payment for time needed to avoid
complications during procedures

ANo payment for staff to educate patients and
help them manage their condition

ANo payment for time involved in coordinating
care among multiple providers
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Step #3:

\CHQR |
Remove the Barriers
PROVIDER-
$ PAYER
AGREEMENT

AVOIDABLE

SPENDING
PROVIDER
CAN

‘ NEWLY PAID | Upfront payment to support
CONTROL SERVICES | improved delivery of care

PROVIDER p =
CAN
CONTROL

UNPAID
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Step #4:

\Criam iy
Take Accountabllity for Results
\ PROVIDER-
PAYER
$ AGREEMENT

1 SAVINGS ' Commitment to reduce avoidable
spending sufficiently to achieve savings

AVOIDABLE

SPENDING AVOIDABLE
PR%XINDER SPENDING

‘ NEWLY PAID | Upfront payment to support
CONTROL improved delivery of care

NECESSARY
SPENDING NECESSARY

PROVIDER
CAN SPENDING
CONTROL

I UNPAID
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Accountabillity is Assured

\CHQR
As Part of the Payment Contract
PROVIDER- IF SAVINGS
$ AGREEMENT  ACHIEVED.

AVOIDABLE
SPENDING

NEWLY PAID
SERVICES

NECESSARY

SPENDING NECESSARY NECESSARY

PROVIDER
CAN SPENDING SPENDING

CONTROL

I UNPAID
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Accountabillity is Assured

\CHQR
As Part of the Payment Contract
PROVIDER- IF SAVINGS e PROVI DE F
$ AGREEMENT  ACHIEVED.  REDUGED

1 SAVINGS

AVOIDABLE
SPENDING AVOIDABLE @%%'ﬁé&% AVOIDABLE

PROVIDER SPENDING SPENDING

NEWLY PAID NEWLY PAID
SERVICES SERVICES PROVIDER $

CAN

NECESSARY

SPENDING NECESSARY NECESSARY [ NECESSARY

PR%XINDER SPENDING SPENDING SPENDING

CONTROL

I UNPAID
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Alternative Approach:

\CHQR _
Bundled/Warrantied Payment
BUNDLED/
$ WARRANTIED
PAYMENT

AVOIDABLE —_—
SPENDING AVOIDABLE
PROVIDER SPENDING

ADDITIONAL
CONTROL

PROVIDER p =
CAN
CONTROL

o
@
=
-
©
—
G ©
=£
S~

T ©
o
o
-
>
al

I UNPAID
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Bundled/Warrantied Payment

\cHam . "
Creates Spending Accountability
BUNDLED/ IF SAVINGS e PROVI DEI

$ WARRANTIED IS NOT MARGINS

PAYMENT ACHIEVED.. REDUCED

SAVINGS
AVOIDABLE ey Clesa ' '

SPENDING AVOIDABLE
PR%XINDER SPENDING

ADDITIONAL
CONTROL

AVOIDABLE

q SPENDING

MARGINS

PROVIDER p =
CAN
CONTROL

NECESSARY
SPENDING

o
@
=
-
©
—
G ©
=£
S~
T ©
o
o
-
>
al

I UNPAID

© Center for Healthcare Quality and Payment Reform CHQPR.org 72



How Do You Design
a Good
NAl ternati ve Pay
for Oncology?



\CHQR

Where Does Spending on
Medical Oncology Go?

$45,000

$40,000
$35,000
$30,000
$25,000
$20,000
$15,000
$10,000
$5,000
$0

Current
Spending

~ Per Patient

Analysis of total spending in 2012 for commercially insured patients
during an fnepisodeo of chemotherapy
(treatment months through the second month after treatment ends)

© Center for Healthcare Quality and Payment Reform CHQPR.org 74



Most Spendi ng I

\CHQR
Oncology Practices for Services
Current
Spending
, Per Patient
$45,000
$40,000
$35,000
$30,000
$25,000
$20,000
$15,000
Fees for oncolo ractice services
$10,000 represent less tlg%/\npm% of spending
$5.000 for cancer patients during
’ E&M episodes of chemotherapy treatment
$0 Infusions

Analysis of total spending in 2012 for commercially insured patients
during an fnepisodeo of chemotherapy
(treatment months through the second month after treatment ends)
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Half of the Spending

\CHOR

Current
P Patient
$45,000
$40,000
$35,000
$30,000
$25,000
$20,000
$15,000 Drugs
$10,000

$0 Infusions

Analysis of total spending in 2012 for commercially insured patients
during an fnepisodeo of chemotherapy
(treatment months through the second month after treatment ends)
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\an  Most Drug Spending Goes to a
~ Small Number of Expensive Drugs

Current
Spending
, Per Patient
$45,000
$40,000
$35,000
$30,000 >2/3 of
$25.000 - Sgendlng
oes to
$20,000 6 Drugs
$15,000 Drugs
$10,000

$0 Infusions

Analysis of total spending in 2012 for commercially insured patients
during an fnepisodeo of chemotherapy
(treatment months through the second month after treatment ends)
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