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Agenda and Objectives 6 Joneanurce

Review the basic concepts of
pay-for-performance and value-
based purchasing as they apply
to the healthcare environment.

Provide examples of current
pay-for-performance and value-
based purchasing models.

- Outline key strategies that can
assist pharmacy in successfully
aligning with pay-for-
performance requirements.
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The Need for Change § Jonesburee

. Costs are escalating
. Quality of care Is too low

. Access Is limited

Sentri7
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US Health Care Expenditures O cizroris

. The US spends approximately $2.5 trillion or close to 17% of ot
gross domestic product on health care.

- Based on current trends, in 2017 health expenditures will
consume 20% of GDP or $4.3 trillion annually.

- This Is unsustainable for government, the business sector and
the private citizen

US Senate Finance Committee Report:
Transforming the Health Care Delivery
System. April 29, 2009
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Quality of Care Iin the US |6 Jonestired

. Lower 1/3 of developed countries in life expectancy at
Dirth

. Highest rate of deaths from conditions that could have
neen prevented or treated (among 19 countries
studied)

. Higher prevalence of cancer, heart disease, stroke In
age 50+ population (in comparison to 10 European
countries)

. Second highest in adult hospital admission rates for
asthma (among 17 countries reporting)
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Strategies for Health Care Quality

Continuous
Regulation quality
improvement

Marketplace Payment
competition incentives

ChassiMR, Galvin RW, and the National Roundtable on Health Care Quality. The Urgent
Need to Improve Health Care Quality. JAMA. 1998; 280(11):¢1006.
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What is the impact of improving  @Ri3Hags:
guality on costs?
The business case for improving quality

As Quality goes up

Costs go down
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Hi gh Costs Donot

EXHIBIT 1
Relationship Batwaan Quality And Medicara Spanding, As Expressad By Ovarall
Quality Ranking, 2000-2001

Creerall quality ranking
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Quality Measures and @ Lamacy

. Quality measures are designed to drive improvement in
care.

- They are not designed to generate cost outcomes/saving

- While cost savings may be achieved there has been a
notable lack of focus on interventions that truly consider
costs of care.
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Value-Driven Health Care @ aEas:

Health care that Is selected based upon
relative value to other alternatives, not
just on quality.

Source: HHS.gov [homepage on the Internet]. Washington DC: U.S.
Department of Health & Human Services; c2008. Available at:
www.hhs.gov/valuedriven/index.htmlAccessed Nov 10. 2008
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Determining Value
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ONESOUrCE

What you receive

What you pay
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Value-based Purchasing (VBP) O cizroris

- The concept of valubased health care purchasing is that buye
should hold providers of health care accountable for both cost
and quality of care.

- Valuebased purchasing brings together information on the
guality of health care, including patient outcomes and health
status, with data on the dollar outlays going towards health.

Meyer, RybowskiandEichley
1997
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Pay-for -Performance (P4P) O cizroris

- P4P is a type of valtdmased purchasing that provides an
Incentivebased reimbursemerdystem.

- Financial incentives reward providers for the achievement of a
range of payer objectives, includidglivery efficiencies
submission of data and measures to the payer, and improved
guality and patient safety.

- Financial incentives should not be universally taken to mean
Gf F NASNJ LI e YSY (I ®¢



http://www.pharmacyonesource.com/
http://www.sentri7.com/Default.aspx

PrOblemS Wlth .pharmacy
onesource
Current Payment Models

9-lat[ 9{ X
- Fee For Service (FFS): Quantity for quantity.

. Capitated care/Managed Care: Incentivized to restrict care
. DRG: Focus on care limited to inpatient treatment episode.
[ hb/ 9wb{ X

- No linkage of payment to quality of catéNot a clinically driven or
valuefocused payment models

- Quality not translated to cost

- Payment systems do not encourage cooperation/teamwork to
achieve care goals
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The Foundation of P4P O cizroris

. Standardized measures
- Data collection, submission & sharing

- Public reporting/transparency

- Payment Structure: Incentivized reimbursement
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Does P4P Work?

EXAMPLES OF P4P
DATA TO DATE
EDUCATED OBSERVATIO




Premier Hospital Quality

Incentive Demonstration Project

CMS initiated testing of this concept through a thigsar demonstration

LINR 2SO AYy @2t OAyY 3
database.

Project Overview

A Link reimbursement with quality
measures for five medical
conditions

A Apply a standard set of industry
accepted quality indicators scored
t hrough Premiero0s
clinical database.

A Increase Medicare payment by 2%
for top decile and 1% for second
decile performers

A Publicize hospitals that rank in the
top half of all project participants

for each condition

Hcnb K2aLWAGIlFf a |

;e Medical Conditions

A Coronary Arter
Bypass Graft (CABG

APneumonia

A Acute Myocardial
nfarction

Heart Failure (HF)

Hip and Knee
Replacemerit

1. Source: Premier, Inc

A
A




CMS/Premier HQID Project Participants Composite Quality Score:

Trend of Quarterly Median (5th Decile) by Clinical Focus Area
October 1, 2003 - March 31, 2006 (Year 1 Final Data, Year 2 and Yr 3 YTD Preliminary)
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Did P4P Drive Outcomes In the .
Premier Project?

Improvement in Composite Quality Score by Focus Area, Catholic Healthcare
Partners CMS/Premier HQID Participants vs. Non-Participants:
Improvement from Federal Fiscal Year 2003 to 2004
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Comparison of Hospitals:
NVRIvs NVRI + P4P
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D Composite of 10 Measures
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LeapFrog Group O cizroris

What is it?
Initiative driven by organizations that buy health care.

Working to initiate improvements in safety, quality, and affordability of
healthcare for Americans.

Founded by a small group of large employers in late 2000
6 Supported by the Business Roundtable (BRT), The Robert Wood Johns
Foundation, Leapfrog members and others.
Mission
6 Support informed healthcare decisions by those who use and pay for

heath care.
6 Promoting highvalue health care through incentives and rewards.

0
0

THELEAPFROGGROUP

: Informing Choices. Rewarding Excellence.
Getting Health Care Right.
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