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Role of Payment System in Improving Value?
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Care
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Value = patient centered health outcomes per the health dollar expended

*Slide Courtesy of Tom Feeley, MD
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Value-Based Payment

Readmissions
2%

* Reduce/eliminate non value-added care

e Unnecessary care

 Inappropriate variation in care

Admission -

Hospital » Avoidable complications/
55%

readmissions/reoperations

» Excess cost due to variation in price

Mean DRG 470 Payment (i st
after 18&o6EmsbSavings

Source: Brandeis Analysis of 2012 CMS Data
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Cost variation in hip and knee arthroplasty

A Study of Cost Variations for Knee and

Hip Replacement Surgeries in the U.S.
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Providers Bear More Risk

Cost per No. of conditions x| No. of episodes of x| No./type of services x| No. of processes x Cost per
person per person care per condition per episode of care per service process

Comprehensive care payment/
condition-adjusted capitation

Performance risk
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Principles for Successful Implementation of
Value-Based Payment

05 ) REVIEWS

A STRATEGY FOR SUCCESSFUL
IMPLEMENTATION OF BUNDLED PAYMENTS

IN ORTHOPAEDIC SURGERY

Kevin J. Bozic, MD, MBA
Lorrayne Ward, MBA, MPP
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1. Assess Cultural, Operational Readiness

A. Risk tolerance

B. Data systems, Sharing
C. Trust, Alignment

D. Leadership
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2. ldentify Condition, Clinical/Administrative Champions
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3. Define the Episode for which you Accept Risk

Knee Replacement Definition
Episode Time Windows

Further Pre Further Post

Close Close

Replacement
Surgery
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4. Define Performance Metrics, Gainsharing Models
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5. Understand Care From the Patient’s Perspective
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6. Measure the Actual Costs of Care Delivery

$25,000

® Implant Cost How to SOlve
Room & Board The c°st cllisis

M OR Services

$20,000 = Drug Cost InHealth Care

M Supplies
$15,000

$10,000

$5,000

Hospital Cost Accounting - Hip
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/. Use Data to Identify Opportunities for Improvement

A) Evidence-based vs. consensus

O Readmissions
m Post-Acute

0Pro Fess Clinical Orthopaedics
m Index Stay and Related Resea.rdlw

A Publication of The Assodation of Bone and Joint Surgeons®
SYMPOSIUM: 2013 KNEE SOCIETY PROCEEDINGS

Bundled Payments in Total Joint Arthroplasty: Targeting
Opportunities for Quality Improvement and Cost Reduction

Kevin J. Bozic MD, MBA, Lorrayne Ward MBA, MPP,
Thomas P. Vail MD, Mervyn Maze MB, ChB

Overall Bilateral Revision Revision Revision TJA TJA wio
w/MCC w/CC wlo w/MCC CC/MCC
CCIMCC

Variability in Costs Associated with Total Hip

and Knee Replacement Implants
James C. Robinson, PhD, MPH, Alexis Pozen, BA, Samuel Tseng, PhD, and Kevin J. Bozic, MD, MBA

COPYRIGHT © 2012 BY THE JOURNAL OF BONE AND JOINT SURGERY, INCORPORATED
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8. Redesign Care to Improve Quality, Reduce Cost

Determine Capacity &
Customer/Patient Demand

Eliminate Remaining Eliminate Disruptions
Waste & Abnomalities

Shorten Lead-time
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9. Price/Market Episode of Care Program

Center for Medicare & Medicaid

INNOVATION

SELF-PAY
PATIENT
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10. Evaluate Results, Iterate

Protocols Incentives

~ -
Implementation

Guidelines

Best Performance
T Practices o Analyrs
Care-

Planning Health
Care

Expert Opinion

Outcomes Quality & Cost
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Payment vs. Delivery System Reform?

ransition In Both The Payment And The Delivery Systems

Delivery system

Value-driven
coordinated care

Interim/virtual
coordination
arrangements

Failure due to lack of
Volume-driven organizational capacity
fragmented care to manage value-driven
payment
Payment
Fee-for-service Virtual episode-of-care Episode-of-care system
and comprehensive or comprehensive
care payment care payment

OURCE: Author’s analysis.

Miller H D Health Aff 2009:28:1418-1428 Hea lth Afhirs
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Reorganizing the Delivery System Around Value

Existing Model:
Organize by Specialty and Discrete Service

Imaging Outpatient

Centers Physical C.| i_nical
Therapists condition: e.g.,
osteoarthritis,
headache, back
Orthopaedic pain
Surgeons

Primary Care
Physicians

Hospitals

Outpatient

Physiatrists Attributes:

« Staffed by dedicated multidisciplinary team
« Joint accountability for outcomes and costs

e Shared information platform

e Single administrative & scheduling structure
»  Services co-located to the extent possible
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What’s Missing from Bundled Payments?
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Employer Based Initiatives

Cct 8, 2013, 10:43am PDT

Wal-Mart, Lowe's, PBGH form network for
'no-cost' knee/hip replacements

BUSINESS

Companies go surgery shopping

Emplovers ar e sending workers on all-expenses-paid trips to top-performing hospitals tha
d rates for surgery.

September 2 MC}(ONLY@ ASBURY

Webinar

RHOADS & SINON wue

l DIECT TO EMPLOYER

Narrow Networks in the
“New Exchange World”
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Why am | Bullish on Value-Based Payment Strategies?

= Cost pressures are not going away

transformative Ph
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Provider Financial Performance

What Do We Have To Lose?

Fee-for-Service (RVU, DRG) System:
» Improved efficienciudereased time =

. Monmderatlono ,va

reimbursement

Value-based
approaches

Fee for service

Time
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The Choice 1s Ours...

« Either we find ways to
stretch our healthcare dollars
by improving value, or...

e Cost containment will be
Imposed on us by limiting
access and cutting provider
reimbursement

A Vital, Inclusive Health Ecosystem
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