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Disclosures & Learning Objectives:

Disclosures: None

Objectives:
A Describe the policy drivers for reform, including elements of an
Aenvironmental scano of popul atio

In quality and safety, and the macroeconomics of healthcare

A Describe the intent for improving health, care access, and value in
reform strategies generally and as articulated in the Patient Protection
& Affordable Care Act

A Describe the concept of fiaccount a
affect physician practice, the role of information technology, and the
structure of healthcare delivery in the decade ahead

A Use this information to contemplate implications for Veterans & Military
health services, Federal healthcare delivery systems, and patients with
spinal cord injury, multiple sclerosis and other diseases served by PVA
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Thesis: A New Value Paradigm

Health reform is inseparable from payment reform
A Reform is not just a Federal agenda

Economic pressures will accelerate movement from
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FFV creates accountabllity for measured performance

. Accountabillity for measured performance will be

longitudinal across sites (silos) and episodafscare,
and reinforced by atrisk payment mechanisms like
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Overview:

1. Begging Reform
1. Calling the question on Value

Value = Quality _ Performance
Cost Resources

2. Scoping the problem for the U.S.
A Health, Care and Cost

2. The Reform Agenda
1. Here and Now
2. What 6s Comi ng
3. Role of Information

3. Bridging Todayos Real i ti es



Calling the Question: Performance in Healthcare

Have you ever lost a bag while traveling by air?



Comparing Safety & Quality in Healthcare & Aviation

A Airline Safety: > 99.999999
A Airline Baggage Handling: > 99.999

A B-Blocker p MI: ~99%
A Patient Immunization: 5571 94%
A Hand Hygiene: 37 40% (37% overall)
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Frequency of Failures Occurring
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A A98, 000 Hospi
Patients Die Yearly
Because of Adverse
Event so

i (IOM, 1999)

Health Affairs
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‘Global Trigger Tool’ Shows That [ Jexpand
Adverse Events In Hospitals May Be Ten
Times Greater Than Previously Measured

David C. Classen'+", Roger ResarZ, Frances Griffin3, Frank Federico?4,

Terri Frankols Naoncy Kimmeolb 1obo C Whittington? Allan FraokolS

A One-in-three hospitalized patients experience adverse
event; 38% medication-related.
I Classen D, Resar R et. al., Health Affairs 2011;30(4):581-9.
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AVirtually Ev

Experiences a Gap

Between the Best

Evidence and the Care

They Receiveo
|

(IOM, 2001)

Inadequate Quality, Safety, Reliability
Examplel 00 Un d e r Q&cBnn etal, Health Affairs

EXHIBIT 2
Quality Defichts Found In All Types Of Care And In All Twelve Community Quality Index
udy Communities
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Example 21 Overuse

Q: What do you
call someone

without a stent In
Elyria, Ohio ?

A: A Visitor !
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@ ELYRIA, OHIO, HOSPITAL REGION

LAFAYETTE, LA,

O A[Sta@istical

Standout

Medicare patients in Elyria,
Chio, receive artary-clearing
angioplasty treatment at a
rate nearly four times the
national average and far more
aiften than in the runner-up
city, Lafayette, La., acconding
to data compiled by the
Dartmouth Medical School,
which analyzes variations in
medical care around the
country.

Hospital regions with the
highest rates of angioplasties
Elyria, Ohio 42.0
Lafayetta, La. 7.5
St Joseph, Mich. 23.4
Grand Forks, M.D. 23.0
Alexandria, La. 22.9

MATICMAL AVERAGE

HOMCLULL

Total number of hospital regions

Each (@) reprasants one of
306 gecgraphic hospital
ragions in the Unitad Statas.




Practice Variation & Cost of Care

Performance on Medicare Quality Indicators, 2000-2001

Quartile Rank

] First
[] Seecend
[] Third
Map 2.5. Inpatient Hospital Services per Medicare Enrollee . Faurth
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THE COST CONUNDRUM

What a Texas town can teach us about health care.

by Atul Gawande

It 1s spring in McAllen, Texas. The morning sun is warm. The streets are lined with palm trees and pickup
trucks. McAllen 1s in Hidalgo County, which has the lowest household income in the country. but it’s a border
town. and a thriving foreign-trade zone has kept the unemployment rate below ten per cent. McAllen calls
itself the Square Dance Capital of the World. “Lonesome Dove” was set around here.

McAllen has another distinction, too: it is one of the most expensive health-care markets in the country.
Only Miami—which has much higher labor and living costs—spends more per person on health care. In 2006,
Medicare spent fifteen thousand dollars per enrollee here, almost twice the national average. The income per

capita 1s twelve thousand dollars. In other words. Medicare spends three thousand dollars more per person here

than the average person earns.



(@ The Relationship Between Quality and
Medicare Spending, by State, 2004

Composite Measure of Quality of Care
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Value In Health Care . . .

Summary Points:

1) We have some problems with value

A Little relationship between cost & performance or outcome
A Overuse, underuse, misuse, safety . . .

— Quality — Performance
Cost Resources

Value




Overview:

1. Begging Reform
1. Calling the question on Value
2. Scoping the problem for the U.S.
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Longevity in the United States

100

P 90 -
‘\-\\ 70 - 15.4
20 \\\\ 60 -
"g' gl 50 - 7.3
| NN
F 40 30 22 64.6
47.4
& 50 26 \7 \\ 20 - 30.8
E 1900 N, \ \\ 2100 10 A
(x| 0 T T
E - \ \\\ 2000 2020 2040
0 \ ||ZI65 to 84 years old 085 and older|
\\ \ \\\ Source: U.S. Census Bureau, U.S. Interim Projections by
10 \ Age, Sex, Race and Hispanic Origin ~ (March 2004).
0 e

Doubling of Age > 65
0 20 41 a0 ] 1a0 120 ]
Age Quadrupling of Age > 85

» T NEW ENGLAND
/ JOURNALof MEDICINE

HOME | SUBSCRIBE | CURRENTISSUE | PASTISSUES | COLLECTIONS | HELP | [SearchNEJW | search [P

Please siqn in for full text and personal services

SPECIAL REPORT

< Previous Volume 352:1138-1145 March 17, 2005 Number 11 Mext »

A Potential Decline in Life Expectancy in the United States in the 21st Century
S. Jay Olshansky, Ph.D., Douglas J. Passaro, M.D., Ronald C. Hershow, M.D., Jennifer Layden, M.P.H., Bruce A. Carnes, Ph.D., Jacob Brody, M.D., Leonard
Hayflick, Ph.D., Robert N. Butler, M.D., David B. Allison, Ph.D., and David S. Ludwig, M.D., Ph.D.



(Preventable) Causes of Premature Mortality

Estimate Deaths in
U.S.

Proportion of Total

Behavioral/
Environmental

Tobacco 400,000 38% O
Diet / Activity 300,000 28% o]
Alcohol 100,000 10% 0
Infectious 90,000 8% Immunization
Toxic 60,000 6% 0
Firearms 35,000 4% 0]
Sexual Behavior 30,000 2% 0
MVA 25,000 2% 0
lllicit Drugs 20,000 1% o]

McGinnis, Foege, JAMA. 1993;270(18):2207-12




Obesity Trends* Among U.S. Adults
BRFSS, 1985

(*BMI 030, or ~ 30 Ibs. overweight for

D No Data D <10' 510%

Source: CDC Behavioral Risk Factor Surveillance System.



Obesity Trends* Among U.S. Adults
BRFSS, 1990

(*BMI 030, or ~ 30 Ibs. overweight for

D No Data D <10' 510%

Source: CDC Behavioral Risk Factor Surveillance System.



Obesity Trends* Among U.S. Adults
BRFSS, 1995

(*BMI 030, or ~ 30 Ibs. overweight for

DNO DataD <10' 518% . 15Y9%

Source: CDC Behavioral Risk Factor Surveillance System.



Obesity Trends* Among U.S. Adults
BRFSS, 2000

(*BMI 030, or ~ 30 Ibs. overweight for

No Data <10¢9 018% 15%89% 02 0(%
[ [NoData[7] <100 ] ]

Source: CDC Behavioral Risk Factor Surveillance System.



Obesity Trends* Among U.S. Adults
BRFSS, 2005

(*BMI 030, or ~ 30 Ibs. overweight for

D No DataD <1o' 510% . 15%9% D 2@%1%. 252 9 %.

Source: Behavioral Risk Factor Surveillance System, CDC.



Obesity Trends* Among U.S. Adults
BRFSS, 2008

(*BMI 030, or ~ 30 Ibs. overweight for

A Over wei ght
affect 64% of adults &
54% Military
- SG, USPHS
A 21% Chil dr
19 areobese ...1in3
Children born since
2000 will develop Type 2
Diabetes over lifetimeo
- CDC, 2008

D No DataD <1o' 510% . 15%9% D 2@%1%. 252 9 %.

Source: Behavioral Risk Factor Surveillance System, CDC.
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Health Consequences of Obesit

Endocrine: Diabetes, Lipid Mandgement

Cardiovascular. Coronary Artery Disease, Heart Failure, Periph
Vascular Disease (Amputations, By-Pass grafts), Hypertension

Neuro: Stroke
Ophthalmologic: Retinal Proliferative Disease

1. Bariatric Surgery, Fatty Liver Disease, Steatohepatitis (complit
liver disease, pancreatic disease)

GU: Male: ED Female: Fertility, Po ‘Ovary Disease
Orthopedic: Arthritis, Hip & Knee Prosthetics, Spinal Disease -
Sreventive Services: Exercise, Nutrition, Weight Management

“ulmonary: Obstructive Sleep Apnea, Complications to asthma, COPD
Psychosocial: Depression

nfectious Disease:. Skin Disease, Complex infection in Diabetes, H1N1 Flu

Other: Complex surgical / anesthetic management, Cancer (Thyroid, Upper
Gl, colon, pancreas, liver, GB, kidney, uterine, & post-menopausal breast)




amman % ) L R T e T T N R
The Iatrogenlc Epldemlc. .

. Y A T, !03',-;‘ ‘ X f
b ek R *"W '

™ I

The Epi'‘d¥hplc . o™ AT 0s Result
A 1.Zi" 1.9 million f#ffections in U.S. hospitals |
A Most (>1.3 million) were outside of ICUs

A 9:3 infections,pek 1,000 patient: days,, _
A 4.5 per 100 admissions(Roughly 1 in 20 '”)

A 9% 0 deaths associated with infections
A 36,000 i-pneumonia

A 31,0007 bloodstream infections
A 19,0001 Due to MRSA

A Mortality: 99,000 > AIDS + MVA + Breast CA combined!
A ~ $20 Billion avoidable cost!

Sy Edwards, Richards, @tial. Rub Health Rep 2007;122:160-6
d 8/11 c.f., Frieden et all€DC,




Leading Causes of Mortality in the United States

Hospital
Adverse
Events (98K)

Hospital
Acquired
Infections (80K)

P P P
Rank cause Number Trend

Diseases of heart

Malignant neoplasms (cancer)

© o0 N o 0o @ b~ W |

Cerebrovascular diseases

Chronic lower respiratory diseases
Unintentional injuries

Diabetes mellitus

Alzheimer's disease

Influenza and pneumonia

Nephritis, nephrotic syndrome, and nephrosis

652,486
553,888
150,074
121,987
112,012
73,138
65,965
59,664
42,480

v

D
Both:

177,000
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1-in-5 Medicare Patients Rehospitalized in 30 Days

Table 1. Rehospitalizations and Deaths after Discharge from the Hospital among Patients in Medicare Fee-for-Service
Programs.

T

3 P

Cumulative
Patients at Risk at Rehospitalizations
Interval after Discharge Beginning of Period by End of Period

number (percent)

All discharges

0-30 days 2,961,460 (100.0) 579,903 (19.6)

31-60 days 2,277,816 (76.9) 834,369 (28.2) > b

Lol B 192% t0201% b
2 o 4 [ 176%t0191%

61-90 days 1,992,394 (67.3) 1,006,762|(34.0) 1 1SRN B
Table 2. Highest Rates of Rehospitalization and Most Frequent R for Rehospitalization, According to Condition at Index Discharge.*
Condition at Index 30-Day Proportion of All

Discharge Rehospitalization Rate  Rehospitalizati R for Rehospitali
Most Frequent 2nd Most Frequent  3rd Most Frequent  4th Most Frequent 5th to 10th Most Frequent Less Frequent
percent percent of all rehospitalizations within 30 days after index discharge

Medical \ .
Al 21.0 776 Heart failure (8,6) - Pneumonia (7.3)  Psychoses (4.3)  COPD (3.9) 50 _ 2 % Of p at | e n tS
][] veeeot

Pneumonia (5.1) Renal failure (3.9)  Nutrition-related

or metabolic

issues (3.1)
Pneumonia 20.1 6.3 Pneumonia (29.1) Heart failure (7.4)  COPD (6.1) Septicemia (3.6) fo I I OW u p W i t h i n 30
COPD 22.6 4.0 COPD (36.2) \ Pneumonia (11.4)  Heart failure (5.7) Pulmonary edema =

(3.9)
Psychoses 246 35 Psychoses (67.3) Drug toxicity (1.9)  Drug or alcohol Pneumonia (1.6)

misuse (1.6)

Gl problems 19.2 3:1 Gl problems (21.1) Nutrition-related Pneumonia (4.3)  Heart failure (4.2)

or metabolic

The NEW ENGLAND

JOURNAL of MEDICINE Jencks S et al. N Engl J Med 2009;360:1418-1428




The Triple Threat to Continuity: Un-, Under- and Discontinuous Insurance

(Uninsured Rates High Among Adults with Low and Moderate Incomes, 20011 2005)
Percent of adults ages 19 064

75 - [ Insured now, time uninsured in past year
B Uninsured now
52 53
49
50 - Among those w/o
4L A49% individuals workiifuk
A67% families have FT worker
25 -
O _
2001 2003 2005 2001 2003 2005 2001 2003 2005 2001 2003 2005 2001 2003 2005
Total Low income Moderate Middle High income
income income

Note: Income refers to annual income. In 2001 and 2003, low income is <$20,000, moderate income

is $20,0001 $34,999, middle income is $35,000i $59,999, and high income is $60,000 or more. In 2005,
low income is <$20,000, moderate income is $20,000i $39,999, middle income is $40,000i $59,999,
and high income is $60,000 or more.

Source: The Commonwealth Fund Biennial Health Insurance Surveys (2001, 2003, and 2005).



Federal Revenues & Expenditures as Percent GDP

PERCENTAGE OF GDP n
405 41.0% L
30-Year Historical g Net
Tax Revenue: | " Interest
30% 18.2%

Deficit |
spending |

—— Other
20% - — Defense

Social
Security

Medicaid

Medicare

2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055

Source: H Total Health Spend Percent of GDP
(Fed + Private)

2009 $2.5T 17.3%
2019 $4.6T 19.6%



Medicare Trustees Report of August 5, 2010

2010 ANNUAL REPORT OF
THE BOARDS OF TRUSTEES OF THE
FEDERAL HOSPITAL INSURANCE AND
FEDERAL SUPPLEMENTARY MEDICAL INSURANCE
TRUST FUNDS

Figure Il.LE2.—Long-Range HI Income and Cost as a Percentage of Taxable Payroll, Figure Il.E1.—HI Trust Fund Balance at Beginning of Year as a Percentage

Intermediate Assumptions of Annual Expenditures

8% 200%
HistoLcaI Estimated
Historjcal Estimated
6% 150% n
\' Cost rate \
Deficit B ,\\ \
4% 100% /
_#-
é Income rate \/ \

; Amount of deficit that would be covered by \

2% + interest eamings and asset redemptions 50% N

Gqfﬂ L A A L L L A L L L A A D%
1967 1977 1987 1897 2007 2017 2027 2037 2047 2057 2067 2077 2087 1990 1995 2000 2005 2010 2015 2020 2025 2030

Calendar year Beginning of January



Medicare Trustees: Alternative Scenario

In view of the factors described above, it is important to note that the
actual future costs for Medicare are likely to exceed those shown by
the current-law projections in this report. We recommend that the
projections be interpreted as an illustration of the very favorable
finaneial outecomes that would be experienced if the produectivity
adjustments can be sustained in the long range—and we caution
readers to recognize the great uncertainty associated with achieving
this outcome. Where possible, we illustrate the potential
understatement of Medieare costs and projection results by reference
to an alternative projection that assumes—for purposes of illustration
only—that the physician fee reductions are overridden and that the
productivity adjustments are gradually phased out over the 15 years
starting in 2020.2

The differences between the current-law projections and the
illustrative alternative are substantial, although both represent a
sizable improvement in the financial outlook for Medicare compared
to the law in effect prior to the Affordable Care Act. This difference in
outlook serves as a compelling reminder of the importance of
developing and implementing further means of reducing health care
cost growth in the coming years. The ACA provides the opportunity to
help meet the challenge of slowing health care cost growth and to do
so without the need for further legislation. The projections in this
report provide an unegquivocal incentive to pursue this effort
vigorously.

2At the request of the Trustees, the Office of the Actuary at CMS has prepared an
illustrative set of Medicare trust fund projections under this theoretical alternative to
current law. These projections are available at htitp/iwww. cms gov/ActuarialStudies/
Downloads/2010TRAlternativeScenario pdf. No endorsement of the illustrative
alternative to current law by the Trustees, CMS, or the Office of the Actuary chould be
nferred.

Figure 3. Projected HI income and costs as a percentage of taxable payroll under the
Hlustrative Alternative Scenario compared to the 2009 and 2010 Trustees Reports

14%
Historical Estimated 2009 [TR. Cost Rate
12% —
10% ]
/ 2010 TR ALT
8% // Cost ]i?.ate
6% / - _
L~ A 2010 TR Cost[Rate
| pm— ———
4% — == memgeor="
| At P TR et A P ---
20, _ P TRO9 Iucamie rate ‘
2010 TR & 2010 TR| ALT Income Rate
0% : : : : : : : : : :
1967 1977 1987 1997 2007 2017 2027 2037 2047 2057 2067 2077 2087

Calendar year

A For example: Sustainable Growth Rate anticipated physicians receiving a 23% Medicare payment

cut 12/1/10, a 6.5% cut 1/1/11, and 2.9% cut 1/1/12. . .

Likely??7?



De bt Crisis has 6Sucked t he

Jul 18,2011 - Aug 16,2011 -1082.95 [-8.68%]
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Debt Ceiling Deal: Overyv

A The Budget Control Act of 2011 enacted August 2 increases the debt
ceiling by at least $2.1 trillion. It also provides for deficit reduction of $2.1
trillion to $2.4 trillion over the next 10 years by:

I Establishing discretionary spending caps.

I Creatingabi parti san Congressionvwahli dilbu
been charged with proposing another $1.5 trillion in debt reduction.

A The Super Committee may consider and act upon any federal spending
and revenue policies (including cuts to entitlement programs such as
Medicare and Medicaid.)

A Automatic cuts (split 50/50 between defense and non-defense) will take

effect I n 2013 i f the Super Commit i
achi eve at | east $1.2 trillion 1 n
mechanism.

I Key mandatory safety net programs, such as Medicaid, would be
exempt from automatic cuts, as they have been in past.

I Medicare, by contrast, would be at risk.



Debt Ceiling Deal: Potential Impact

On Medicaid:
I Not included in initial round of discretionary spending cuts
I Atrisk in deliberations of Super Committee (Provider taxes)

I Already targeted for deep budget cuts in the House-passed budget
legislation

I NOTE: 42 of 50 states have budget deficits and approximately one-in-
three are insolvent

On Medicare:
I Atrisk in deliberations of Super Committee

I Subject to some automatic cuts T up to a 2% reduction in payments to
Medicare providers T if the Super Committee cannot reach agreement
A ~93,000 fewer health workers in 2013, 194,000 fewer in 2021 (AHA/TrippUmbach)



OEverything I

Super Committee = Six Democrats + Six Republicans
Split evenly between House and Senate
Sweeping authority to pursue debt reduction mandate

S

0,

N



Guper Committeed

A December 23 vote on the plan would be up-or-down, with no
amendments allowed.

Oct. 14, 2011
Deadline for

Aug. 16,2011 PRI W Dec. 23,2011
Deadline to transmit Deadline for
appoint Joint recommendations House and
Committee to the Joint Senate votes
members Committee on the plan
Se\)\% Sept. 16, 2011 Nov. 23, 2011 Jan. 2, 2013
Fist First Joint Deadline for Sequestration
d\la\'\O“a Committee Super takes effect if
org9 ) meeting Committee vote deficit
Mee on deficit reduction plan

reduction plan

is not enacted

T



Is Healthcare Unassailable on Performance?

A Information Gap:

12% of physician orders are
not executed as written 1

1 in 7 hospitalizations occur
because previous records not
available 1

Over 20% of laboratory tests
are requested because
previous studies are not
accessible !

1 in 6.5 hospitalizations
complicated by drug error 2

A 1 in 20 outpatient
prescriptions 2

A Effectiveness Gap:
I Safety Gap:

A 1in 3 patients experience adverse events 3

A 80,000 Americans die from healthcare
infections 4

I Quality Gap:

A Virtually every patient experiences a gap in
care from best evidence / most effective

A Value Gap:
T 31% Waste Estimated °

A 10% Administrative Inefficiencies

A 10% Safety, Quality (Misuse, Overuse,
Underuse)

() PITAC(Presidentds Information Technology Ad(3) Ctassen, EealtmAffaitse 2011

2004); some estimates are as high as 49% (2010)!
(2) Bates & Leape, multiple references

(4) Frieden, CDC, 2011
(5) Woolhandler, P. ©O&Neill, RAND



Environmental Scan:

Summary Points:

2. Population health is declining due to aging, chronic disease

A More continuity care required . . . Potential shortage of health care workers
A U.S. workforce & competitiveness compromised due to poor health

3. Health care delivery is increasingly decentralized,
exacerbating information / continuity challenges
A Infrastructure for public health emergencies inadequate

4. Costs of health care unsustainable __ for government,
businesses & individuals

A Overone-quarter without continuou$nisomsedan

5. Performance gaps call the question of value [Quality / Cost]
and havenot 1 mproved with current



So, How Is our Value Measured?

A Healthcare long held itself as different from other
Industriesi n You canoOot measur e

I Until recently, no performance measurement, minimal

relationship between clinical & financial performance

i Bottom Line: VolumeY Revenue
Al ncenti ve: AThe More You t h

bgqiﬁéfgl}!';

Certification, Continuing Education
|a|ng r|V|Ieg|ng Peer Review

urses / Other Health Professionals: Licensure, Continuing Ed.

A Quality traditionally assessed
outcomes, relymg hea\N
ar

I Hospltals Ac

Neces







How nrany psychiatrists
does it take to change a
light bulb?

Just-ene; but the hght . bulb
has to want to'change!
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Value-Based Healthcare: Changing the Incentives for Quality

QUALITY
COST

Value -

1) Value Based Insurance Design (& Purchasing)
I Proven provider value for inclusion in networks (commercial payers, A COO s

I Employers buying outcomes, not just units-of-services, from Preferred
Networks (n.b., network narrowing occurring fast)

I Consumers also more motivated (CDHP, co-pay & deductible risk)
I The New Bottom Line (1) :
Performance Y Volume (Access to Preferred Networks)Y Revenue
A Incentive:i The Better You Do, Better Vol un

2) Performance-Based Reimbursement (Pay-for-Performancei i P4 P 0O
I Reimbursement for successful outcome or evidence-based process (Medicare)
i The New Bottom Line(2): Per f or mance Y Revenue
A Incentive: iThe Better You Do, The Better

3) No Reimbursement for Serious Preventable Adverse Events



b\ Concentration of Total Annual Medicare
Expenditures Among Beneficiaries, 2001
Where Will the Focus Be --Suttonds Law!
Percent
100 . |
o [ 10% :
80 |- 15
43.1
70
60 |- 25
62%
50
18.4
40
30
23.5
50
20
10 11.2
0 3.8
Beneficiaries Expenditures
Source: Data from CMS.




CMS nv-Bhesed Purchasingbo
Reform Begins By Orienting FFS Toward Value

AAffordable Care Act, Section
based purchasing, o motfintestt law!)v e

A Hospital Inpatient Quality Reporting Program (HIQRP)Measures
Acute Myocardial Infarction
Heart Failure

i
|
I Pneumonia Percent of Payment at Risk for
I Surgical Care Improvement Project Performance Below Threshold
I Healthcare-associated Infections A 2013 = 1.0%
I HCAHPS A 2014 = 1.25%
A Measures for FY 2014 and after R 2015 = 1.5%
I Efficiency measures (e.g., ED throughput) A 2016 = 1.75%
I Medicare spending per beneficiary A 2017 & on = 2.0%
I Other Hospital Acquired Conditions

By 2015, 9% of hospital & 11% for physician Medicare

rel mbur sement wi | | nNbe 1 n pl




Phasing in of Value-Based Purchasing

Federal Fiscal Year

2011 [2012 [2013 [2014 [2015 [2016 [2017 [2018 [2019 Incremental phase-in of
Hospital Value-Based Purchasing (1-2%; Phased in over 4 Year reimbursement Changes by
1.00% 1.25% 1.50% 1.75%

[ [ 1 | F program
T.cc))grz/l:al s-ggtz/zmssmns (1-3%, Phased in over 3 Years) By 10/1/14’ 9% hOSpItal &

Hospital Acquired Conditions (1%) 11% MD revenues at riSk
# based on performance

|EHR Meaningful Use (3%)
% Medicare Operating Reimbursement

Tied to Clinical Care

10.0%

9.0%

8.0%

7.0%

Incremental phase-in of | ..
reimbursement >
changes by year

2.0% -

1.0%

0.0% -

2011 2012 2013 2014 2015 2016 2017 2018 2019




Transparency in Performance: HHS Hospital Compare
Results are Very Public and Used by Employers & Commercial Insurers

dients Given ACE Inhibitor or ARB for Left Yentricular Systolic Dysfunction (1 ¥SD) ents Given PCI Within 120 Minutes Of Arrival
iph are from data reported for discharges April 2005 through March 2006, sh are from data reported for discharges April 2005 through March 2006,
Top Top
Hospitals Hospitals
100% 0%
1 81| 67% |
1 81040 66% |

84 %

48%0

76%0

The number of cases|is too small {p<25) for purgoses of
= @ reliably|predicting hospital perfarmance. Click here for
more information on this hospital.

85%

91%

% 20% 40% 60% 80% 100%

Top Hospitals represents the top 10% of hospitals nationwide. Top

The number of cases|is too small {n=25) for purposes of
@ reliably predicting hospital performance. Click here for
mare information on this hospital,

480%

)i 20% 40% 60% 80% 100%

Top Hospitals represents the top 10% of hospitals nationwide. Top

hnsnitale arhierwed a AN rate ar heter

http://www.hospitalcompare.hhs.gov

Coming Soon: HHS Physician Compare !!!


http://www.hospitalcompare.hhs.gov/

What are the Alternatives to Transparency?

JTHESE DOCTORS ARE AMONG

THE TOP

Board Certified

PHYSICIANS =wmaoseo
IN AMERICA o

Athletic Heart and Interventional Car dtolcgy

Each doctor is included
in Castle Connolly’s

“Top Doctors” listing. 2 o NEW YORK

Castle Connolly is the nation’s . T CARDIOLOGY
: , : : T Wl Jeffreys Borer, MD

leading provider of information . Cardiovascular Pathe %

on top doctors for many Gilmarn

publications including Chicago

and New York Magazine's

“Best Doctors” issues.

HAIR TRANSPLANTATION
Robert M Bemstem Mn

212-826-

Credibility: I\/Ieared, Not Advertised




Uni t edHeal t hc@QDamliase of 30 Nidioni Covered Lives i
A fiHow t o 0-BésedPur¢tm$inge

N

Comparison of Providers, Episode - Quality

This Agure describes the combinstion of overall findings for & provid=r for cost of care and quality, Each dats point de=cribes & provider's oosk and quality indices,

r 0D t}\
0 S Lower Quality

Higher Cost

Higher Quality
Higher Cost

Overall Epicode Coct Indax
=
C

Lower Quality Higher Quality
Lower Cost

" ' Lower Cost

) 1 2

Ovarall Quality Indax ﬁ B e

Currert report shovs Provider Nebwork Assessment i Scattergram Report that haue Number of Episodes =qusl or grester than 50.The report includes Provider Hetwvork
Azzeszmert | Scattergram Report that have any of the folloving Pear Definition kemzi “IHCIS PCP (Family)",

Current report shows Provider Network Assessment @ Scattergram Report that have Overall Episode Cost Index equal or less than 1 and Overall Quality Index in range betvsen 1

=nd 3, The report indudes Provider Netvork Aszeszsment : Scattergram A=port that have =ny of the Folloving Peer Definibon iterms: "IHCIS PCP (Family)*,

ttero



Payer Approaches: Changing Physician Behaviors
UnitedHealthcare EDGE *

Assumptions:

Pl ace of servi

ce:

Physicianos

Oof f i

ce

Ahree employees of Company XYZ require outpatient orthopedic surgery
i Coverage based on Balanced Value i 30/1000/80% Plan Y3D

Helen:
Seeks Premium
designated
specialty care

Orthopedic Surgeon Consulting Office
Visit

$30 copay

Outpatient Lab, X-ray and Diagnostics

80% after annual deductible

Jack:
Seeks in-network,
non-Premium
designated
specialty care

$60 copay

Henry:
Seeks out-of-
network specialty
care

50% after annual deductible

80% after annual deductible

50% after annual deductible

Physician Office Visit

$30 copay

Orthopedic Surgeon Fees (Includes
surgeonods fees and a 0
anesthesiologist, pathologist, and lab
providers)

i 80Pocafter $250 pey peeyriesae deductible
and annual deductible

$60 copay

- 0000000000000 OutpatientSurgery Procedwre 0000000000000 |

50% after annual deductible

60% after $250 per occurrence deductible™s

and annual deductible

D

50% after $250 per occurrence deductible
and annual deductible

Follow-up Orthopedic Surgeon Office
Visit

Included in global surgical fee

Included in global surgical fee

Included in global surgical fee

*Based on eligible expenses



Commercial Payers: Value-Based Purchasing & nA

Value-Based Purchasing (VBP) 1T Buying Outcomes, not Units-of-Service

I Systematic purchase of best measured performance at lowest cost (value)

i Employers
A Highly motivated to reduce health costs due to financial stress

T Insurers
A ConsolidatonY Extraordinary Leverage (Bl ugbut.9Q8M, Ul
A Mandatory 80% fiMedi cal Loss Rati oo resulting

Profiling Performance for Value

iTier and St e e Differential Co-Pay for Beneficiaries based on provider choices
I E.G., 10% for Tier 1, 20% for Tier 2, 30% for Tier 3

Network Narrowing-Lower premiums based on excl

A Centers-of-Excellence & Preferred Providers based on performance
I ADropping | owest performing third of

Progressive Sharing of Financial Risk with Providers ( TfAccount abl €
A Episodes-of-l | | ness ( or fibundl edo of servic
A Condition Management ( e.g., heart failure )

A Medical Home

A Accountable Care Organization

A Global Risk



AnMedi cal Homeo and Clinic
(Commercial Insurers Piloting in 44 States 1 Preceding CMS)

AWMoneycon - ExEm
Home  Business Mews  Markets Personal Finance Retirement Technology Luxury  Small Busi
SPECIAL REFORT Fixing Health Care Complete Coverage

Health care’s future may already exist

Insurers are testing a concept called 'medical home' that could transform how
health care is delivered.

nFor
Better,
Not
Worseo

By Parija B. Kavilanz, CHNMoney.com senior writer EMAIL | PRINT SHARE '_,J. RSS
Last Updated: July 23, 2008: 9:38 PM ET _ ﬁ P r | mar y C ar e (\) P r
NWEW YORK {CHNMMoney com) - It's time for your 2015 Quick Vote . HE . LI
?nnum physical Who will benefit most from the Obama ngh Utlllzatlon Cllnlcal COhortS
Te— — aclministralion's proposed financial _ H H _ _

...... nat knows all your vial reacings  reGUIBtone? Managing Episodes-of-lliness

: @J]Q mﬂgl].’ ..... PR o - Shopping for Specialty Services

I
/
/
"Th'e*mu“.\__ u(fina
big health insurers & U, _ ~ quﬂlih, i
taking part —- and utilizes key compongnms T v Gf C: re
Obama's reform effot T -
W= |
In medical homes. the family physician is like a perscnal Or. Howard McMahan, a GeoDid brm. | i
X . care physician, said payment reform has —..
health coach, responsible for managing all aspects of the to take place before he invests his time Tre—



PPACA: Linking Delivery & Payment Reform’

' 4
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* Courtesy of C. McFadden, Health Evolution Partners



