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l. Introduction

A.  Objectives for the Summit
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B.  Context for Examining Value-Based Payment Systems
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PREMISE 1.1: Healthcare systems are not providing the highest quality care
possible for the money currently being spent.

PREMISE 1.2: The same or higher quality health care could be provided for
less money than is being spent today.

PREMISE 2: Current healthcare payment systems provide significant
financial penalties and disincentives to providers (hospitals,
physicians, and others) for providing certain kinds of care (e.g,
lower-cost services, higher-quality care, cognitive services,
preventive care, etc.) and significant incentives for other kinds
of care (e.g., invasive treatment, use of technology, etc.), and
this is one cause of lower quality and higher costs.

PREMISE 3: Factors other than the financial penalties and disincentives in
the payment system also cause increased costs and reduced
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guality of health care (e.g., lack of training for healthcare
professionals in methods of identifying and reducing waste).

PREMISE 4: Changing the structure of payment systems appropriately has
the potential to increase the quality and/or reduce (or at least
control the growth in ) the costs of health care.

C. Creating Value-Based Payment Systems
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PATH #1: Eliminate or modify the aspects of current healthcare payment

systems which provide penalties or disincentives for lower-cost,
higher-quality health care.

PATH #2: Add new rewards or incentives to existing healthcare payment
systems to encourage lower-cost, higher-quality health care.
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PREMISE 5: In order to achieve the most efficient, effective, and sustainable

improvements in quality and reductions (or slowing the
growth) in costs, the penalties and disincentives in current
healthcare payment systems need to be eliminated or modified
(i.e., Path #1), in addition to adding rewards or incentives
(Path #2).
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QUESTION 1: What fundamental changes should be made in the structure
of current healthcare payment systems in order to eliminate
(or significantly reduce) the current penalties and
disincentives for higher-quality, lower-cost health care?

QUESTION 2: What incremental rewards or incentives, if any, should be
added to restructured healthcare payment systems in order
to specifically encourage higher quality, lower-cost
healthcare?
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1. Key Concepts for Restructuring Payment Systems
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CONTINUUM OF HEALTHCARE PAYMENT METHODS
Risks: Higher Payer Cost, Risks: Lower Provider Profit,
Patient Overtreatment Patient Undertreatment
Fee for Per Episode Multi-Provider Condition- Full
Service  Diem of Care Bundled Specific Capitation
(FFS) Payment Episode Capitation
(ECP) of Care
Payment

I Fee for Service (FFS).
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VARIABLES CONTRIBUTING TO THE COST OF CARE

# Episodes
Cost _ Cost # Processes # Services of Care # Conditions
Patient  Process Service Episode Condition Patient
of Care
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VARIABLES FOR WHICH THE PROVIDER IS AT RISK
UNDER ALTERNATIVE PAYMENT SYSTEMS

# Episodes
Cost _| Cost # Processes # Services of Care # Conditions
Patient Process Service Episode Condition Patient

of Care

- FEE FOR SERVICE -

-- EPISODE OF CARE PAYMENT --

FULL CAPITATION
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D.  Types of Costs and “Bundling” of Payment
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E. Indirect and Long-Run Costs
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Total Cost = Short-Run Direct Costs +
Short-Run Indirect Costs +
Present Value of Long-Run Direct Costs +
Present Value of Long-Run Indirect Costs
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G. Performance Categories for Health Care Systems
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Problems With Current Healthcare Payment Systems
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PROBLEM 1.1: Current fee for service systems generally do not pay
adequately (or at all) for many elements of primary care and
preventive care.

$ 0 & & ) 0
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PROBLEM 1.2: Current fee for service systems generally do not pay
adequately (or at all) for the more complex care issues
associated with the elderly and other people with chronic
conditions.

PROBLEM 1.3: Patients generally do not have a financial incentive to adhere to
prevention and disease management recommendations that
could reduce health care costs.

PROBLEM 1.4: Payers may not have an incentive to invest in preventive care if
the payoff in terms of better health and lower costs occurs in
the (distant) future and may accrue to other payers.

B.  Accuracy of Diagnosis/Prognosis
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PROBLEM 2.1: Fee-for-service systems may not pay adequately for the time
needed by providers to make an accurate diagnosis/prognosis
and to discuss it with patients, particularly in complex or
unusual cases.
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PROBLEM 2.2: Under fee-for-service systems, providers are not compensated
for investments in information systems that could assist in
making an accurate diagnosis/prognosis.

PROBLEM 2.3: Under fee-for-service systems, providers are not financially
penalized for ordering more tests, regardless of whether they
are necessary to make an accurate diagnosis/prognosis.



) 1) 0O Yy * /0 (O /1

P22 ?7227?2??2272?2??227??2277??2?27??2727??2277??2227??7227?72277?7?277?????27????7?7777

PROBLEM 2.4: Under fee-for-service systems, providers are paid for
conducting tests regardless of whether they are necessary to
make an accurate diagnosis/prognosis.

PROBLEM 2.5: Under fee for service systems, providers making
diagnoses/prognoses get paid regardless of the accuracy of the
diagnosis/prognosis.

PROBLEM 2.6 Current payment systems can financially reward providers for
making overly optimistic prognoses of the likelihood of
survival or the benefits of treatment.
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PROBLEM 2.7: Under fee-for-service systems, providers that supply testing
information used in making diagnoses/prognoses are paid
regardless of the accuracy of their collection and interpretation

of data.
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PROBLEM 2.8: Patients (and/or families) may request/demand expensive tests
that may not be appropriate but increase the cost of
diagnosis/prognosis, without any financial penalty to the
patient for doing so.

C.  Appropriateness of Care
5 6 & 0 5 ) 65 $6
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PROBLEM 3.1: Current episode of care payment systems are generally based
on the average costs that providers report incurring in
delivering care, rather than the costs associated with providing
high-quality, efficient care.
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PROBLEM 3.2
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PROBLEM 3.3:

PROBLEM 3.4:

PROBLEM 3.5:

PROBLEM 3.6:

O

PROBLEM 3.7:

Many healthcare providers explicitly rely on payments that
significantly exceed costs for certain conditions/patients in
order to offset losses incurred on other conditions/patients
where payments do not cover the costs of care.
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Certain types of providers or services (e.g., nurse practitioners,
pharmacists, etc.) may not be covered separately under
payment systems, even though they are licensed to provide the
care, reducing the likelihood that they will be used even if they
are more appropriate than providers/services which are
covered.
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Fee-for-service systems financially penalize providers for
eliminating services that do not improve outcomes.

Fee for service payment systems reward providers for
providing unnecessary services and low-value services.
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Many payment systems not only provide higher
reimbursements for more expensive procedures, but higher
margins over providers’ costs.
0 &)
0 0 s ) § B
) B §) 0 ) B
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Payment is made to whichever inpatient care facility is chosen
by a patient’s physician (or by the patient based on where the
physician practices), in many cases without regard to cost
and/or quality.
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PROBLEM 3.8: For choices about preference-sensitive care, payment rates can
create financial incentives and disincentives for providers to
influence particular choices by patients.

PROBLEM 3.9 Providing palliative care, rather than treatment, to patients in
the final stages of terminal illnesses can reduce costs and
improve patient comfort, but current payment systems often
reward expensive treatment measures in the final stages of life.
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PROBLEM 3.10: Payment systems generally pay for services regardless of
whether all of the processes recommended in clinical practice
guidelines are performed by the provider.
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PROBLEM 3.11: Episode of care payment systems can financially penalize
providers for adding components of care that could improve
long-term outcomes but increase short-term direct costs.

PROBLEM 3.12: Episode of care payment systems financially penalize providers
for accepting patients with above-average treatment needs
within a particular diagnosis/severity category and for
uncontrollable costs of drugs and medical devices, unless the
patient’s care is expensive enough to justify an outlier payment.

PROBLEM 3.13: Capitation payment systems financially penalize providers for
accepting patients with above-average treatment needs and for
uncontrollable costs of drugs, medical devices, etc.

PROBLEM 3.14: Payment systems reinforce fragmentation of care by paying
multiple providers for elements of the same episode of care for
the same patient, regardless of whether the care is coordinated
or duplicative.

PROBLEM 3.15: Different providers (e.g., hospitals and physicians) are
generally paid separately and through different payment
systems with different incentives.
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PROBLEM 3.16: For hospital care, physicians order the use of drugs or devices,
but the costs associated with those drugs and devices are
typically incurred by the hospital and must be absorbed within
the payment made to the hospital, not by the physician.

PROBLEM 3.17: Patients and/or families may request/demand expensive drugs,
devices, or procedures that may not be appropriate but
increase the cost of care, without any financial penalty for
doing so.

PROBLEM 3.18: Many payers do not have mechanisms for encouraging or
directing patients to providers which provide care at lower cost
(for the same quality) or higher quality (at the same cost).
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PROBLEM 3.19: Payment systems do not explicitly reward providers for
reducing indirect costs of care, such as length of time away of
work (e.g., a worker’s length of stay in the hospital, time spent
waiting for a doctor’s appointment or testing, etc.).

D. Avoidance of Adverse Events
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PROBLEM 4.1: Under most payment systems, providers are paid regardless of
whether patients experience adverse events under their care.

PROBLEM 4.2: Under most payment systems, providers are paid more for
patients experiencing adverse events, particularly serious
adverse events resulting in multiple complications.
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PROBLEM 4.3:

5&

Providers may benefit financially if they can shift the care of
patients experiencing adverse events to other providers.
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E. Follow-Up to Care
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PROBLEM 5.1:

PROBLEM 5.2:

PROBLEM 5.3:

PROBLEM 5.4:

PROBLEM 5.5:

PROBLEM 5.6:

PROBLEM 5.7:

Fee-for-service systems do not pay providers adequately for
detailed discharge planning services.

Fee-for-service systems generally do not pay providers more to
manage the needs of patients with complex conditions after
discharge from the hospital or to proactively work to
encourage and assist the patient in complying with post-
discharge instructions.

Although poor medication compliance is a major contributor
to hospital readmissions, most payment systems do not
compensate pharmacists for effective medication management
(either in addition to or instead of a primary care physician).

Most payment systems pay providers regardless of the quality
of the discharge planning services.

Providers of follow-up care are paid for services regardless of
whether they follow recommended processes or have poor
outcomes.

Providers are paid regardless of whether problems occur after
leaving their care that could reasonably have been prevented
while under their care.

Providers may be rewarded financially if a patient experiences
a problem after discharge from care (that could have been
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PROBLEM 5.8:

PROBLEM 5.9:

PROBLEM 5.10:

PROBLEM 5.11:

prevented during care ) and then requires additional care by
that provider.

Capitation payment systems financially penalize providers for
care of patients with above-average treatment needs and for
uncontrollable costs of drugs, medical devices, etc.

If providers are paid separately for their individual
components of a sequence of care, earlier-stage providers may
be financially rewarded (and later-stage providers penalized) if
the earlier-stage providers discharge/transfer patients earlier
or with more significant needs.

Patients generally do not experience financial penalties when
their failure to adhere to post-discharge care recommendations
results in the need for additional, costly care.

Payment systems may reward providers for increasing indirect
costs of care, e.g, by imposing greater responsibilities for care
on patients or family caregivers.

F.  Efficiency and Cost Reduction

PROBLEM 6.1:

PROBLEM 6.2:

PROBLEM 6.3:

Many payers are reluctant to make changes in the payment
levels for individual services or episodes of care, preferring to
make across-the-board adjustments in a provider’s payment
levels, which leads to distortions in payments vs. costs.
$1 90 & )
0 0 . )
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Some payers prohibit paying for multiple procedures on the
same day or during the same patient visit, which can
discourage efficient and coordinated delivery of care.

Requirements that care be delivered by a physician during an
office visit discourage the use of lower-cost health professionals
and the use of communications techniques such as email and
phone calls that are lower cost and easier for patients.
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PROBLEM 6.4: Payers (purchasers and plans) do not make patients aware of
ways to reduce costs, or if they do, patients may view them as

efforts to lower quality of care.

PROBLEM 6.5: The existence of multiple methods of payment by different
payers imposes significant administrative costs on providers,
which increases the costs of care and reduces the time and
resources available to devote to direct patient care.

( 0 0 0 c § 0 0 0
& 195 0 0 G 0
@ ) O 0
0. . B+ &) .Y ) ) 0 4
0 0

H)

PROBLEM 6.6: The existence of multiple methods of payment by different
payers creates different sets of incentives for providers, which
complicates the planning and management of patient care.
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I\VV. Concerns Regarding Current Pay-for-Performance

Systems
0 & &) 0. . 0
& &

& & ( 2

& 0 & ( § 0
) O & ) 0 0 $8&)

) 0 0 0 0
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144 )

CONCERN 1:  Current pay for performance systems do not directly address
many of the problems described in Section I11.

CONCERN 2:  The amount of performance bonuses and penalties in most pay
for performance systems is relatively small, reducing the
likelihood they will overcome the problems they are intended
to address.

CONCERN 3:  When pay for performance programs create funding for
bonuses in one type of service by reducing base payments
across the board, it may force providers to cut back services in
other areas, or encourage providers to shift costs by increasing
charges to other payers.

CONCERN 4: If pay for performance systems provide additional funding for
high or improved performance without reductions in base
payment rates or penalties for poor performance, total costs
may increase.

CONCERN 5:  Pay for performance systems that provide rewards based on
the level of compliance with recommended processes may not
result in improved outcomes.

CONCERN 6:  Pay for performance systems that provide rewards based on
compliance with recommended processes may unintentionally
deter innovation and experimentation with new processes that
achieve better outcomes.

CONCERN 7:  The reductions in a provider’s net revenues from

implementing a quality improvement initiative may exceed the
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CONCERN 8:

CONCERN 9:

CONCERN 10:

CONCERN 11:

CONCERN 12:

CONCERN 13:

CONCERN 14:

CONCERN 15:

payment incentives provided through a pay for performance
system for that initiative.

Rewarding only the best-performing providers does not
provide resources to cover the costs that lower-performing
providers may incur in making efforts to improve.

Rewarding improvement on composite performance measures
based on averages of performance on sub-measures may result
in improvements on the easiest-to-improve sub-measures while
performance worsens on other sub-measures.

Measures are only available for a subset of the processes that
are important to good outcomes; pay for performance systems
that reward a subset of processes may divert attention from
other important processes.

Process measures in pay for performance systems are not
applicable to all patients with a particular diagnosis, and are
not available for many diagnoses.

Providing incentives based on outcomes (or even some
processes) can create incentives for providers to exclude or
undertreat patients who are likely to have poor outcomes or to
be non-compliant with treatment regimes, or to overtreat
patients who are likely to have better outcomes or be more
compliant.

Because of the fragmentation of care, it is often difficult or
impossible to clearly assign responsibility for performance or
lack of performance to a particular provider.

) 0 )

A provider’s costs of documenting compliance with processes
and/or achievement of outcomes may exceed the amount of
payment incentives the provider receives based on those
performance measures.

Different pay for performance systems have different
standards of performance, different incentives, and different
reporting requirements, which increases administrative costs
for providers and makes it difficult for them to plan and
manage care consistently for patients who have similar
conditions but different payers.
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V. Proposed Goals for Effective Value-Based Healthcare
Payment Systems

& & (
&) , 0 0 & ( §
0 0 0 ) 2
) & &0 Q
GOAL 1: Payment systems should enable and encourage providers to

deliver accepted procedures of care to patients in a high-
quality, efficient, and patient-centered manner.

2 / & VIS S oag 0 §>18> 8 318
+ 1
GOAL 2: Payment systems should support and encourage investments,
innovations, and other actions by providers that lead to
improvements in efficiency, quality, and patient outcomes
and/or reduced costs.
2 / & § §>983%§ 3§ + 3§
GOAL 3: Payment systems should not encourage or reward
overtreatment, use of unnecessarily expensive services,
provision of services with poor patient outcomes, inefficient
service delivery, or encouraging choices about preference-
sensitive services that are not compatible with patient desires.
2 / & § # # > 3% 0§ $ =}
+ ¥ >
GOAL 4: Payment systems should not reward providers for
undertreatment of patients or for the exclusion of patients with
serious conditions or multiple risk factors.
2 / & P 1§ T §>#>> >
+ =51 §1Is !
GOAL 5: Payment systems should not reward provider errors or adverse
events.
2 / & >p 3 S#ISH §>38 >
GOAL 6: Payment systems should make providers responsible for

quality and costs within their control, but not for quality or
costs outside of their control.

2 / & ! ! + !
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GOAL 8:

GOAL 9:

GOAL 10:

GOAL 11:

GOAL 12:

Payment systems should support and encourage coordination
of care among multiple providers, and should discourage
providers from shifting costs to other providers without
explicit agreements to do so.

/ & 1#5 1> 1354 § > =§ + !

Payment systems should encourage patient choices that
improve adherence to recommended care processes, improve
outcomes, and reduce the costs of care.

/ & Pg 5 g 1g>1 3#

Payment systems should not reward short-term cost reductions
at the expense of long-term cost reductions, and should not
increase indirect costs in order to reduce direct costs.

/ & T# 11 1§ > 11

Payment systems should not encourage providers to reduce
costs for one payer by increasing costs for other payers, unless
the changes bring payments more in line with costs for both
payers.

/ & +

Payment systems should minimize the administrative costs for
providers in complying with payment system requirements.

/ & 3> + 1# >

Different payers should align their standards and methods of
payment in order to avoid unnecessary differences in
incentives for providers.

/ & 33 + 1>
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V1. Creating a Value-Based Healthcare Payment System

2 ( ( i § 3
PB ) &

2 ( ) OH) 0O

| What changes should be made in current healthcare payment
systems in order to eliminate (or significantly reduce) the current penalties and
disincentives for higher-quality, lower-cost healthcare?
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acute episodes$  $ ) $ § ) 0§
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* (& el 0 ) & ) ) care of chronic

conditions$ ~ § ) & §$ 0 $ ) § $
e (& .+ 0 ) & ) ) care of minor

acute episodes§  § ) § & § 0 §
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( .+l What additional rewards or incentives, if any, should be included in
healthcare payment systems in order to encourage higher quality, lower-cost healthcare?
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A. Creating a Value-Based Payment System for Care of Major Acute

Episodes

2 )& ) 0 ) 0  care of major acute
episodes$  § ) § $ ) 0§ 0

§ ) ) ¢ C &0
b 7 - bl 0 &

U -+8

2 )& ! ) > ) &

( I
* / 0 uw

1.1 What basic method should be used to pay providers for care of major acute

episodes?
*) /0

1.2 Should payments to hospitals and to the physicians managing the hospital care for
major acute episodes be bundled together into a single payment?

1.3 Should payments to hospitals and to post-acute care providers for major acute
episodes be bundled together into a single payment?

1.4 If payments are defined in bundles, should payers allocate bundled payments
among providers, or should one accountable provider receive the payment and
allocate it to other providers?

1.5 Should there be any restrictions on how profits/losses within a bundled payment
are divided among providers?

/0 7

1.6 How should the base payment level be determined?

1.7 Should there be any adjustment in payment levels to reflect differences in costs for
providers with special characteristics?

1.8 Should payment levels be adjusted for “outlier” cases?

/ (
1.9 What level of service or performance should be required in order to receive the

base payment level?

1.10 How should payments be changed when preventable adverse events (errors,

1.11

infections, etc.) occur?

Should financial incentives beyond the basic payment level be provided for
differences in performance?

1.12

How should patients be encouraged to choose high quality/low-cost providers?

1.13 How should patients be encouraged or assisted to adhere to care processes that

affect outcomes or costs?
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1. Key Issues and Options
ISSUE 1.1: WHAT BASIC METHOD SHOULD BE USED TO PAY
PROVIDERS FOR CARE OF MAJOR ACUTE EPISODES?
C ( > & 0
0
PROPOSAL 1.1: 0 - + /0 i-+/8 )
& N
$ ) ) 04
B § 0 $ $
B 8% ) B
) & &
2 ) & ) O Yy //(41 90 ) 0) &0
0 $ ) &) 0 § & 0
$ ) & $ ) & 2 ) & 0
0
ISSUE 1.2: SHOULD PAYMENTS TO HOSPITALS AND TO THE
PHYSICIANS MANAGING THE HOSPITAL CARE FOR
MAJOR ACUTE EPISODES BE BUNDLED TOGETHER
INTO A SINGLE PAYMENT?
+) 0§ 0 0 0 0
0 58) 6 0 0
$
OPTION 1.2.1: 8 ) $ 0 ) &
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OPTION 1.2.2:

ISSUE 1.3:

OPTION 1.3.1:

OPTION 1.3.2:

ISSUE 1.4:

OPTION 1.4.1:

0: R

OPTION 1.4.2:

ISSUE 1.5:

PROPOSAL 1.5:

SHOULD PAYMENTS TO HOSPITALS AND TO POST-
ACUTE CARE PROVIDERS FOR MAJOR ACUTE
EPISODES BE BUNDLED TOGETHER INTO A SINGLE
PAYMENT?

8 ') $ 0o ) &

IF PAYMENTS ARE DEFINED IN BUNDLES, SHOULD
PAYERS ALLOCATE BUNDLED PAYMENTS AMONG
PROVIDERS, OR SHOULD ONE ACCOUNTABLE
PROVIDER RECEIVE THE PAYMENT AND ALLOCATE
IT TO OTHER PROVIDERS?

0 & 8 ) ) &
) :
0 § )
& $ 0 ) 0 )
& )
& 0
§ & 0 )
R 0 0
0 @8 B 08
0 ) 0o )
0 R 0 08
0 & 8 ) ) &
H) ) & 0

SHOULD THERE BE ANY RESTRICTIONS ON HOW
PROFITS/LOSSES WITHIN A BUNDLED PAYMENT ARE
DIVIDED AMONG PROVIDERS?

0 &) $ ) &
) 0 )
8) 0 ) &

08 & 0
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ISSUE 1.6: HOW SHOULD THE BASE PAYMENT LEVEL BE
DETERMINED?
OPTION 1.6.1: 8 & 0
- + /0 & $ )
) 0 (. 5 6 B
OPTION 1.6.2: 8 & 0
_ + /0 & $ § §
)& & 0 &
0 B ) 0
& 30 0y o
0 08 § 5) 6
B/ )
0 § ) & @ ) & B
0 0 @ s 5 6
B 0 & 0
) &
80 58) Yy & ) &0
Yy ) 0
OPTION 1.6.3: 8 & 0
- + /0 & $ $ $
)& & 0 &
0 B ) 0 &
) 0 H 0
& 070 )
& &0
/ ) 0 0 )
0
- & ) 0 0
0 ) ) = ¢ 09
0089 5 08& & )
& &
ISSUE 1.7: SHOULD THERE BE ANY ADJUSTMENT IN PAYMENT

LEVELS TO REFLECT DIFFERENCES IN COSTS FOR
PROVIDERS WITH SPECIAL CHARACTERISTICS?

OPTION 1.7.1: * 0 ) &

OPTION 1.7.2: * 0 ) & "
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ISSUE 1.8: SHOULD PAYMENT LEVELS BE ADJUSTED FOR
“OUTLIER” CASES?
5%) 6
H 0 0
&0 0 8 . .
0 0 §&)
0 §) )
8 ., §°" N 0 0
) 0 4 .
& 19 0
OPTION 1.8.1: D )
) & 0 0
f& 083 )
0 i+ ) &
& ) $
) B
OPTION 1.8.2: D ) H)
0&0 ) ) & 0
_ 8 ) 0 _
) ).
2 & % 1:1 % 1: §
) services &0 0, § costs
&0 0, 0+ 08& , 0& )
) ) § & )
B0s %  1:§ ) 0 & ). . Bos
§ B (. § $ B
OPTION 1.8.3: D) 0 ) & H)
0 ) &
0 $&) ) ) ) & ) ) &0
0 )) 4 0 i $&0
0 B 4 Y ))& 0
8 ) 0 M ) 9 #8&0 )
))) O 0o ) 0
9 0
ISSUE 1.9: WHAT LEVEL OF SERVICE OR PERFORMANCE
SHOULD BE REQUIRED IN ORDER TO RECEIVE THE
BASE PAYMENT LEVEL?
& & 08 ) 0. .
0 , encouragings$ &)
mandating$ I R
& ) §
) & ' R essential @ ,

0 0



) 1) O ). * /0 Q0

P22 ?7227?2??2272?2??227??2277??2?27??2727??2277??2227??7227?72277?7?277?????27????7?7777
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OPTION 1.9.1: /0 4 )& & o & 0
B) 0
) 4 0 0§
) 0& $)
)
OPTION 1.9.2: 0 ) & &
0

ISSUE 1.10:  HOW SHOULD PAYMENTS BE CHANGED WHEN
PREVENTABLE ADVERSE EVENTS (ERRORS,
INFECTIONS, ETC.) OCCUR?
OPTION 1.10.1: / ) & &
) )
OPTION 1.10.2: / ) & &
$&) _ 0 & ) ) & &
&

ISSUE 1.11:  SHOULD FINANCIAL INCENTIVES BEYOND THE BASIC
PAYMENT LEVEL BE PROVIDED FOR DIFFERENCES IN
PERFORMANCE?

OPTION 1.11.1: ( ) & J $
0
) &)
OPTION 1.11.2: ( ) &
0 0 H)
&
( > ) 0& 2
)
) (
ISSUE 1.12:

HOW SHOULD PATIENTS BE ENCOURAGED TO
CHOOSE HIGH QUALITY/LOW-COST PROVIDERS?

OPTION 1.12.1: / ) & $)
& H 0 0
OPTION 1.12.2: / ) & 80 0 @
0 ) ) B )

H) 0
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OPTION 1.12.3: / ) & &0 0 § §
0 D) )y B ) H 0
4
OPTION 1.12.4: /0 ) ) 0 &0 H 0
$) 0 )
C C ) H 0

ISSUE 1.13: HOW SHOULD PATIENTS BE ENCOURAGED OR
ASSISTED TO ADHERE TO CARE PROCESSES THAT

AFFECT OUTCOMES OR COSTS?

/
) 8 $
) &
) ) 0
) 2 0& ) 0, )
, &0 N O 0B &) & )
) 0
OPTION 1.13.1: /0 ) i $& )
) 08
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OPTION 1.13.2: /0 ) &
4
OPTION 1.13.3: / ) B $& )
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2. Example of a Possible Payment System for Care of Major Acute

Episodes
2 D) example ) &
& ) & & 0 ' )
2 , & &0 QO & )
) & &
Method of Payment
. 0 - + /0 i-+/8 ) &
N $
) 04
0 § 0 $ § B iP5 )
B ) &
0

Defining a Recommended Base Payment Amount

. _ + /0 i—+/& ) ) & & &0
)8 4 & B & 0 B
& 0
o 2 -+/ ) ) & &
+ / 9) 0 , B
4 0 § ) 5 0 6
2 0 ) & ) )
4 0 &
c 2 —+/ ) ) 80
§ 0
) & &) &

Defining the Actual Base Payment Amount

° / ) ) ) ) —+/
-+/0 5 6B ) 4 0
& ) -+/ / )
) 0§ ) ) .0
e 9 ) ) -+/ 0O 0 O §
& i $&
&0 B & )
$ 0 ) 0
-+/ N ) 4 )

Conditions for Receiving the Base Payment Amount
e / ) & 0 ) ) &
) )
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. ) 0 ) &
0 + / 9)
4 0 & §) &0
0 > )
N
e / ) & &
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- / ) & H) )
4 0 & ) 0 0
0
Adjustments to the Base Payment Amount
e 2 -+/ ) ) & Y 0
) + / 9) $ ) &0 $
§ §
e / ) & ) —+/ )
0 05&) ) & ) &
. ) 0 ) & H) 0
) ) & 0 $
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0 L)) & 0 , 0
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Performance Measurement and Incentives
e« 2 ) -+/ ) )& O )
0 ) -+/
0 ) + / 9)
Encouraging Patients to Promote Quality and Cost Containment
e /0 ) ) 0 H) 0§
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B.

*

Creating a Value-Based Payment System for Care of Chronic
Conditions

2 ) 0 ) 0  care of chronic conditions$
) & §0 § ) § § (A ¢ .+B

2 H)

/ 0 LA}

2.1

*)

What basic payment method should be used to pay providers for care of chronic
conditions?

/0

2.2

/0

Should payments to medical care managers and other providers providing care
related to chronic conditions be bundled together into a single payment to one
accountable provider?

v

2.3

24

2.5

If a Fee for Service payment system is used, how should the fee levels be
determined?

If a Care Management Payment (CMP) system is used, how should the base
payment level be determined?

Should payment levels be adjusted for “outlier” cases?

(

2.6

2.7

What level of service or performance should be required in order to receive the
base payment level?

Should financial incentives beyond the basic payment level be provided for
differences in performance?

2.8
2.9

How should patients be encouraged to choose high quality/low-cost providers?

How should patients be encouraged or assisted to adhere to care processes that
affect outcomes or costs?

$
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1. Key Issues and Options

ISSUE 2.1: WHAT BASIC PAYMENT METHOD SHOULD BE USED
FOR CARE OF CHRONIC CONDITIONS?
OPTION 2.1.1: 8 $ N 0 0
) & .. & 8
) 0'8& ) )
) L) 08 &
& 0 . $
[ ) & 04
% ) & .o & §
' ) §
) & (
OPTION 2.1.2: 8 $ ) &
$ $ 0 + /0
@+""/8
§ ) D) 04
2 ) &
0 )
&0 & )
) & 0
2 ) & 0 &0
2 + /0 i@ +/8 5 6
§ 0
+/} 0 )
0& 0 0 §&) ) & )&
H) § 8 § & $
) § ) $ +/ $
& 5 6 $ 0 )
N &0) &
) §&0 $
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) .. &) $ $ ) $&0
0 ) 0OH) 0 ))
) ) ) § &0
) 0 H 0 $ &
$ ) O $
OPTION 2.1.3: 8 $ ) &
$ $ 0 + T /0
i+="/B $ $
) $
) ) 04 )
. ) &
0
OPTION 2.1.4: 8 $ ) &
$ $ 0 + T /0
g+""/8 }
) § ) $ 0 )
$ ) D) 04
7 ) &
0
OPTION 2.1.5: 8 $ ) &
$ $ 0 + /0
i+="/B $
) § ) $§ 0o ) $
0 . i §) B
) D) 04
ISSUE 2.2: SHOULD PAYMENTS TO MEDICAL CARE MANAGERS

AND OTHER PROVIDERS PROVIDING CARE RELATED
TO CHRONIC CONDITIONS BE BUNDLED TOGETHER
INTO A SINGLE PAYMENT TO ONE ACCOUNTABLE

PROVIDER?
+) 09 0 0 0 0
0 5&) 6 O 0
OPTION 2.2.1: 8 $ 0 ) &
0
0 ) !
OPTION 2.2.2: 8 $ 0 ) &
0 $
$ 0
) 1
OPTION 2.2.3: 8 $ 0 ) &
0 ) 1
8 $) % § ) &
0 & 0&0 &0
& $ % $ H)
0 ) ) 0 B 0
) & 0 $ $ 0 C
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ISSUE 2.3: IF A FEE-FOR-SERVICE SYSTEM IS USED, HOW
SHOULD THE FEE LEVELS BE DETERMINED?
OPTION 2.3.1: 8 ) & & ) ) * )
C 6* @¢) & $&) )
) & 0
OPTION 2.3.2: § ) . & B
& 0 B )
8
) & & ) ) = )
C 6* @¢) & ) )
& &
ISSUE 2.4: IF A CARE MANAGEMENT PAYMENT (CMP) SYSTEM IS

USED, HOW SHOULD THE BASE PAYMENT LEVEL BE
DETERMINED?

OPTION 2.4.1: 8 & 0
+ " /0 & $ )
) 0 ] 5 6
B
OPTION 2.4.2: 8 & 0
+ /0 & $ § §
)& & [ &
0 B ) 0
& )0 H 0
0 06 § 5) 6
B / )
0 § ) & @ ) & 8B
0 0 @ s 5 6
B 0
8 $ S ) ) 0
0 & &) &0 ,
) 0 ) &0 ) & )
4 ) & ., 8¢ 18) /0
) / 0+ I+ /0 + + M&0 9
& * $(C +(C &) S 7) * 9 § Journal of General
Internal Medicine$ B
OPTION 2.4.3: 8 & 0
+ /0 & $ § §
)& & J &
0 B ) 0 & )0
H 0 &
0/ ) 0
0 ) 0
- & ) 0 0 0
) ) : ( 09 0089 $
§ 0& & )
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SHOULD PAYMENT LEVELS BE ADJUSTED FOR

ISSUE 2.5:
“OUTLIER” CASES?
5%) 6
H 0 0
&0 0 8
0 0 §8&) +
" /0 0 ) § ) .
OPTION 2.5.1: D )
) ) & 0 0
b& 08§ )
0
OPTION 2.5.2: D ) H)
0&0 ) ) & 0
_ 8 ) 0
) )
2 & % >1 % > $
) services &0 0, §
$ ) costs & 0 0, $
5§ 0 & ). . 0 s § B
(. $ $ B
OPTION 2.5.3: ) 0 ) & H)
0 ) ) &
0 $&) ) ) ) & ) ) &0
0 ) 4 0 B $&0
0o 8 4 Y ))& 0
8 ) 0 ) 9 #8&0 )
))) 0 0 ) 0
9 0
ISSUE 2.6: WHAT LEVEL OF SERVICE OR PERFORMANCE
SHOULD BE REQUIRED IN ORDER TO RECEIVE THE
BASE PAYMENT LEVEL?
* ) 0
& & 08 ) 0.
0 , encouragings$ &)
mandating$ I R
& ) §
) & I' R 0,
0 0
, 0 B require &
0
OPTION 2.6.1: /0 4 ) . & o & 0
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+ / 9) § $ 0B$
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)
OPTION 2.6.2: 0 ) & &
0
ISSUE 2.7: SHOULD FINANCIAL INCENTIVES BEYOND THE BASIC
PAYMENT LEVEL BE PROVIDED FOR DIFFERENCES IN
PERFORMANCE?
OPTION 2.7.1: ( ) & J $
0
) &)
OPTION 2.7.2: ( ) &
0 0 H)
&
( * ) 0& 2
)
) (
ISSUE 2.8: HOW SHOULD PATIENTS BE ENCOURAGED TO
CHOOSE HIGH QUALITY/LOW-COST PROVIDERS?
OPTION 2.8.1: / ) & $)
& H 0 0
OPTION 2.8.2: / ) & &0 0 @ §
0 ) ) B ) H 0
4
OPTION 2.8.3: / ) & 80 0 @ ¢
0 ) ) B ) H 0
4
OPTION 2.8.4: /0 ) ) 0 &0 H 0
ISSUE 2.9: HOW SHOULD PATIENTS BE ENCOURAGED OR
ASSISTED TO ADHERE TO CARE PROCESSES THAT
AFFECT OUTCOMES OR COSTS?
OPTION 2.9.1: /0 ) bos& )
) 08
H &0
OPTION 2.9.2: /0 ) &
4
OPTION 2.9.3: / ) ios& )
) 08
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OPTION 2.9.4: / ) & 0 ) § §
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2. Example of a Possible Payment System for Care of Chronic

Conditions
2 ) example ) &
& ) & & 0
2 . & &0 QO & )
) & &
Method of Payment
. ) &
& § § 0 +
/0 i+""/B §
§ ) §
) D) 04
) & &0 0 e )
) &
0

Defining a Recommended Base Payment Amount
. + " /0 @+""/8 ) ) & &

&0 )& 4 & @ & 0 B

& 0
e 2 +"/ ) ) & &
$ § )

+ / 9) 4 0 0 , B

e 2 4"/ ) ) &0

Defining the Actual Base Payment Amount

e / ) ) ) ) +"/
(. 5 6B 4 0
+*/ / ) )
0§ ) ) . 0
- 9 ) ) +"/ 0 0 O
Conditions for Receiving the Base Payment Amount
e / ) & 0 ) ) &
) )
e 2 +"/ ) & 0&
N
)

. ) 0 ) &

0 + / 9)

4 0 & §) &0
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0 > )
N
e /0 )
0 BS
o $ § ) §
§ B
Adjustments to the Base Payment Amount
e 2 +""/ ) ) & ) 0
) + / 9) $ ) &0 $
§ §
- / ) & ) +/ )
0 0&) ) & ) &
. ) 0 ) & H) 0
) ) & 0 $
&) ) ) & ) ) )
0 L)) & 0 , 0
Performance Measurement and Incentives
- 2 ) )& 0 & ) 0
& ) ) +/ |
0 ) +
/ 9) % ) ) & ) & 0
) & &0
-2 ) &) ) &g )
)
- 9§ ) & ) § & )
0 ) & & -+/
0 B
Encouraging Patients to Promote Quality and Cost Containment
e / ) H) 08 . ) )
0 )
e / ) & &
) o $ § ) C §
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C.

*

Creating a Value-Based Payment System for Care of Minor Acute
Episodes

) 0 ) 0 care of minor acute episodes$
) ¢ & § 0 § (A ¢ .+B
0& . 0 H) §&) 0

0 ) 0 ) 2

/ 0 LA}

3.1

*)

What basic payment method should be used to pay providers for care of minor
acute episodes?

/0

3.2

/0

Should payments to all providers for minor acute episodes be bundled together
into a single payment?

v

3.3

3.4

If a fee-for-service payment or an episode of care payment is used, how should the
base payment level be determined?

If a care management payment system is used, how should the base payment level
be determined?

(

3.6

3.7

What level of service or performance should be required in order to receive the
base payment level?

How should payments be changed when preventable adverse events (errors,
infections, etc.) occur?

Should financial incentives beyond the basic payment level be provided for
differences in performance?

3.8
3.9

How should patients be encouraged to choose high quality/low-cost providers?

How should patients be encouraged or assisted to adhere to care processes that
affect outcomes or costs?

DO 0 &

C 0 & ) 08 (
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8 ) $ 4 ) ) 2
) ) & &0 (@) ( 08
) & & & QO
$ ) & 0 %2-I $
0 ) G & 0
' ) §&) )
0 & )
$ ) )y 0 &
)) 0, ) B )
) & ) 14 4
144 4

1. Key Issues and Options

ISSUE 3.1: WHAT BASIC PAYMENT METHOD SHOULD BE USED
FOR CARE OF MINOR ACUTE EPISODES?
OPTION 3.1.1: 8 ) ) ) &
&
OPTION 3.1.2: 8 ) $ 0 - +
/0  §-+/B ) & N
§ ) D)
o4 0 &
OPTION 3.1.3: 0 + v /0 +/B
) & 0 )
80 5 )
) o4 &0
ISSUE 3.2: SHOULD PAYMENTS TO ALL PROVIDERS FOR MINOR

ACUTE EPISODES BE BUNDLED TOGETHER INTO A
SINGLE PAYMENT?

+) 08 0 0 0 0
0 5) 6 0 0
§
OPTION 3.2.1: 8 ) $ 0 ) &
OPTION 3.2.2: 8 ) $ 0 ) &
0 0 $
0 $
OPTION 3.2.3: 8 ) $ 0 ) &
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ISSUE 3.3:

OPTION 3.3.1:

OPTION 3.3.2:

OPTION 3.3.3:

- &
0

06 B9

ISSUE 3.4:

OPTION 3.4.1:

OPTION 3.4.2:

IF A FEE-FOR-SERVICE PAYMENT OR AN EPISODE OF
CARE PAYMENT IS USED, HOW SHOULD THE BASE
PAYMENT LEVEL BE DETERMINED?

8 & $
0
- /0 $ )
0 5 6 B
8 & $
0
- /0 $ § §
)& & i & 0
) 0 &
)0 H 0
06 $ 5) 6
B / )
§ ) & i )
& 0 0 b s 5 6
B 0 / &
0 ) &
o &0 §8)
Yy & ) @0 Y &)
8 & $
0
- /0 $ § §
)& & i & 0
) 0 & ) 0
H o0
0* 0 )
& &0
) 0 0 )
0
) 0
) N 09
$ 0& & )
&

IF A CARE MANAGEMENT PAYMENT SYSTEM IS USED,
HOW SHOULD THE BASE PAYMENT LEVEL BE

DETERMINED?

8 0 ) , o4 ) &

§ ) ) 0 [
5 6 B
8 0 ) , o4 ) &

$ § )& & 8

& 0 B )
)0
0 0 0

0 5) 6 B / )
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& 0 ) & B 0 0 0§
5 6 B 0
OPTION 3.4.3: 8 0 ) , 04 ) &
§ § § )& & 0
& 0 B )
0 & )0
Hy 0 & 0/
) 0 0 )
0
) J)§ & ) 0
0 0 ) ) ; ( 0
9 0§89 $ § 0& &
) & &
ISSUE 3.5: WHAT LEVEL OF SERVICE OR PERFORMANCE
SHOULD BE REQUIRED IN ORDER TO RECEIVE THE
BASE PAYMENT LEVEL?
* ) 0
& & 08 ) 0. .
0 , encouragings$ &)
mandating$ I R
& ) §
) & ' R 0,
0 0
, 0 B require &
0
OPTION 3.5.1: /0 I L & 6 & 0
B ) 0
) 4 0 08
) 0& $)
)
OPTION 3.5.2: 0 ) & &
0
ISSUE 3.6: HOW SHOULD PAYMENTS BE CHANGED WHEN
PREVENTABLE ADVERSE EVENTS (ERRORS,
INFECTIONS, ETC.) OCCUR?
OPTION 3.6.1: / ) & &
) )
OPTION 3.6.2: / ) & &
$&) _0 & ) ) & &
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ISSUE 3.7: SHOULD FINANCIAL INCENTIVES BEYOND THE BASIC
PAYMENT LEVEL BE PROVIDED FOR DIFFERENCES IN
PERFORMANCE?

OPTION 3.7.1: ( ) & ] $
0
) &)
OPTION 3.7.2: ( ) &
0 0 H)
) &
( * ) 0& 2
)
) (
ISSUE 3.8: HOW SHOULD PATIENTS BE ENCOURAGED TO
CHOOSE HIGH QUALITY/LOW-COST PROVIDERS?
OPTION 3.8.1: / ) & $)
& H o0 0
OPTION 3.8.2: / ) & 80 0 § §
0 ) )y B ) H) 0
4
OPTION 3.8.3: / ) & 80 0 @
0 ) )y B ) H) 0
4
OPTION 3.8.4: /0 ) ) 0 &0 H 0
ISSUE 3.9: HOW SHOULD PATIENTS BE ENCOURAGED OR

ASSISTED TO ADHERE TO CARE PROCESSES THAT
AFFECT OUTCOMES OR COSTS?

OPTION 3.9.1: /0 ) Bos& )
) 08 H)
&0
OPTION 3.9.2: /0 ) &
!
OPTION 3.9.3: / ) Bos& )
) 08 H)
&0
OPTION 3.9.4: / ) & 0 ) s $
) §8)
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2. Example of a Possible Payment System for Care of Minor Acute

Episodes
2 D) example ) &
& ) & & 0 )
2 , & &0 QO & )
) & &
Method of Payment
. 0 - + /0 i-+/8 ) &
N
) $ ) ) 04
0 & 0 §
0 § § B @5 )
B ) & 0
Defining a Recommended Base Payment Amount
- 8 ) + / 9) &
& $ - + /0 i-+/8 ) ) &
& &0 )& 4 & 0 & 0
B & 0
e 2 -+/ ) ) & &
+ / 9)
4 0 § ) 5 0 6 2
0 ) & ) )
4 0 &
e 2 -+/ ) ) &0
§ 0
) & &) &

Defining the Actual Base Payment Amount

-/ ) ) ) ) -+/
-+/0 § 5 6B ) 4 0
& ) -+/ / )
) 0§ ) ) .0
e D ) - + /0 & & $
)
- 9) ) ~—+/ 0 0 0 $
& i $&
&0 B & )
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Conditions for Receiving the Base Payment Amount

e / ) & 0 ) ) &
) )
. ) 0 ) &
0 + / 9)
4 0 & §) &0
0 > )
N
e / ) & &
0 &
) )
Adjustments to the Base Payment Amount
- 2 -+/ ) ) & ) 0
) + / 9) $ ) &0 $
§ §
- / ) & ) -+ )
0 0&) ) & ) &
. ) 0 ) & H) 0
) ) & 0 $
&) ) ) & ) ) )
0 L)) & 0 , 0
Performance Measurement and Incentives
e« 2 ) -+/ ) )& O )
0 ) -+/
0 ) + / 9)
Encouraging Patients to Promote Quality and Cost Containment
e /0 ) ) 0 H) 0§
. ) 0 ) / ) $
, 0 ) & & 0 )
- / ) H) 0 )
0 ) 0 ) 4 &
e / ) & 0
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D.

2
) ¢

Creating a Value-Based Payment System for Preventive Care

0 ) 0 §

preventive care$

<>

$

.+B

/0

*)

What basic payment method should be used to pay providers for preventive care?

/0

4.2

/0

Should payments to all providers for preventive care be bundled together into a
single payment?

v

4.3

How should the base payment level for a Preventive Care Management Payment
be determined?

(

What level of service or performance should be required in order to receive the
base payment level?

Should financial incentives beyond the basic payment level be provided for
differences in performance?

4.6
4.7

How should patients be encouraged to choose high quality/low-cost providers?

How should patients be encouraged or assisted to adhere to care processes that
affect outcomes or costs?
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1. Key Issues and Options

ISSUE 4.1: WHAT BASIC PAYMENT METHOD SHOULD BE USED
FOR PREVENTIVE CARE?
OPTION 4.1.1: 8 § 0 ) & .
& 8 ) 0188 )
) )
L) 508 & &0
0 § 08 ) &
o
OPTION 4.1.2: 8 $ ) & §
0 / + o /0 @+
) ) $
)y ) ! §
) & & )
&80 & (.
yC B2 0 ) &
) §
§ ) & )
0 0
OPTION 4.1.3: 8 $ ) & §
0 / + /0  §+/B
) ) $
)y ) ! 2 0
) & ) §&)
)
§ ) & ) 0 0
OPTION 4.1.4: 8 $ ) & §
0 / + /0 @+
_ ) ) §
) ) ) 2 )
) & 0g $ )
& & B &0 ) 6§
C B
ISSUE 4.2: SHOULD PAYMENTS TO ALL PROVIDERS FOR

PREVENTIVE CARE BE BUNDLED TOGETHER INTO A
SINGLE PAYMENT?

+) 08 0 0 0 0
0 ) 6 0 0

OPTION 4.2.1: 8 § 0 ) &
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OPTION 4.2.2: 8 $ 0 ) &
) & 0
ISSUE 4.3: HOW SHOULD THE BASE PAYMENT LEVEL FOR A

PREVENTIVE CARE MANAGEMENT PAYMENT (CMP)
BE DETERMINED?

OPTION 4.3.1: 8 &

4 /
+ " /0 & § )
) 0 @ s 5 6 B
OPTION 4.3.2: 8 & 4 /
+ /0 & ) $ §
)& & [ & 0
B ) 0 &
)0 H 0 0
8§ 5) 6 B /
) 0 $
) & @ ) & B 0 0
([ 5 6 B
0
8 $ 9 ) ) 0
0 & &) &0 ,
) 0 $ 80 ) & )
4 ) &, 0C M8) /0
) / 0+ I+ /0 + + M&0 9
& * §( + ( &) § 7)) * 9 § Journal of General
Internal Medicine$ B
OPTION 4.3.3: 8 & 4 /
+ /0 & § § §
)& & @ & 0
B ) 0 & )0
H 0 &
0/ ) 0 0
) 0
- & ) 0 0
0 ) ) : ( 09
00B9 $ § 0& & )
& &
ISSUE 4.4: WHAT LEVEL OF SERVICE OR PERFORMANCE

SHOULD BE REQUIRED IN ORDER TO RECEIVE THE
BASE PAYMENT LEVEL?
& & 08 ) 0. .
, encouragings$ &)
mandating$ I R
& ) §
) & 1 R
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0 0
, 0 B require &
0
OPTION 4.4.1: /0 I & o & 0
B )
0 ) 4 0 0§
) 0& $)
) :
OPTION 4.4.2: 0 ) & &
0
ISSUE 4.5: SHOULD FINANCIAL INCENTIVES BEYOND THE BASIC
PAYMENT LEVEL BE PROVIDED FOR DIFFERENCES IN
PERFORMANCE?
OPTION 4.5.1: ( ) & ] $
0
) &)
OPTION 4.5.2: ( ) &
0 0 H)
&
( * ) 0& 2
)
) (
ISSUE 4.6: HOW SHOULD PATIENTS BE ENCOURAGED TO
CHOOSE HIGH QUALITY/LOW-COST PROVIDERS?
OPTION 4.6.1: / ) & $)
& H 0 0
OPTION 4.6.2: / ) & & 0 0
0 ) ) B ) H 0
4
OPTION 4.6.3: / ) & &0 0 @ ¢
0 ) ) B ) H 0
4
OPTION 4.6.4: /0 ) ) 0 &0 H 0
ISSUE 4.7: HOW SHOULD PATIENTS BE ENCOURAGED OR

ASSISTED TO ADHERE TO PREVENTIVE CARE
PROCESSES THAT AFFECT OUTCOMES OR COSTS?

OPTION 4.7.1: /0 ) Bos& )

) 08 H)
&0
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OPTION 4.7.2: /0 ) &
!
OPTION 4.7.3: / ) Bos& )
) 08 H)
&0
OPTION 4.7.4: / ) & 0 ) ¢ §
) §8) .
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Example of a Possible Payment System for Preventive Care

2 D) example ) &
) & & 0 2
& &0 O & ) )

& &

Method of Payment

. ) &
) & $ 0 / +
/0 0+""/B )
§ ) D 4 §
) & & )
&0 & 0
) C B 2 0 ) &
] ) $
§ ) & ) 0 0
Defining a Recommended Base Payment Amount
. ) / + " /0 g+""/8
) & & &0 )& 4
& 0 & 0 B& N
e 2 +*/ ) ) & &
+
/ 9) [ B
e 2 +"/ ) ) &0
§ 0
) & &) &

- / ) ) ) ) +°/
(N 5 6B ) 4 &
) +""/ / )
) § ) ) .0
- 9) ) +/ 0 0 O $
& i $&
&0 B & )
$ 0 ) 0
+""/ N ) 4 )

Conditions for Receiving the Base Payment Amount
- / ) & 0 ) ) &
) )
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e 2 +"/ ) & 0&
N (
) & & &
. ) 0 ) &
0 + / 9)
& $)
) : H)
e /0 )
0 BS
@ § ) § § B
Adjustments to the Base Payment Amount
e 2 +"/ ) ) & 9 0 )
+ / 9) $ ) &0 §
§
e / ) & ) +°/ )
0 0§&) ) & ) &
. D) 0 ) & H) 0
) ) & 0 $
&) ) ) & ) ) D) 4
L)) & 0 , 0
Performance Measurement and Incentives
- 2 ) )& 0 &) 0
& ) ) +*°/ |
0 ) +
/ 9)
e 2 ) &) ) & & )
)
- § ) § & ) 0
) & & 0 B
- 9) ) & ) 0 0 0 O

Encouraging Patients to Promote Quality and Cost Containment
e / ) H) 08 : )
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VII. Incentives for Performance Beyond Basic Payment
Structures

( ) OH) 0O

| What changes should be made in current healthcare payment
systems in order to eliminate (or significantly reduce) the current penalties and
disincentives for higher-quality, lower-cost healthcare?

2 ( ) 0H) | What
additional rewards or incentives, if any, should be included in healthcare payment
systems in order to encourage higher quality, lower-cost healthcare? ) 111§ §

§  #> ( 0 whether ) & §&)
how 0 ) & )) 2 ( = )
. ) & ) ) § )

5.1 How should payments be changed based on provider compliance with non-
mandatory processes?

5.2 How should payments be changed based on provider achievement of better patient
outcomes?

5.3 How should payments be changed based on reduced utilization of services (or
otherwise lower costs or slower growth in costs)?

5.4 How should payments be changed based on achievement of higher patient
satisfaction levels?

5.5 Should payments be changed based on any other situations?

5.6 What threshold of performance should trigger payment changes?

5.7 How large should rewards or penalties be relative to base payment levels?
5.8 How should high-cost patients be protected against exclusion from care?

5.9 Should there be any adjustment in payment levels to reflect costs of information
technology that providers need to comply with requirements for reporting on
processes, outcomes, patient satisfaction, or reduced utilization/cost?

2 ( 80 0 !
) ( § &) )
0 0 !
0 0 0
2 &80 & ) ¢ )
) & 0 ) $
) ¥ O
ISSUE5.1:  HOW SHOULD PAYMENTS BE CHANGED BASED ON
COMPLIANCE WITH NON-MANDATORY PROCESSES?
) 1= 3 > #E ( 0 )

& 0 0 2 )



) 1)

OPTION 5.1.1:

OPTION 5.1.2:

OPTION 5.1.3:

OPTION 5.1.4:

O ) .* /0 (0 / 3t
2D D22222222222222222277?
0 ) & &
0 & 0
*) 0 & & 0 ) &
0
) 4 0 )y )
*) 0 & & 0 ) &
0
) 0 4 0 )
& 0 )
—) & & 0 ) &
0 )
/0 ) &
. 0 ) $8&) ) &
Y& C ) & 0
) @ ) & &
) $ ) ) > B
>3 > & & ) O
&) 0

ISSUE 5.2:

OPTION 5.2.1:

OPTION 5.2.2:

OPTION 5.2.3:

ISSUE 5.3:

OPTION 5.3.1:

OPTION 5.3.2:

OPTION 5.3.3:

HOW SHOULD PAYMENTS BE CHANGED BASED ON
ACHIEVEMENT OF BETTER PATIENT OUTCOMES?

*) 0 & & 0 ) &
& ) _ )
4 0 0
) 0o & & 0 ) &
) )
! 0 0
/0 ) & & ) $8)
) ) & ) C ) & 0
)

HOW SHOULD PAYMENTS BE CHANGED BASED ON
REDUCED UTILIZATION OF SERVICES (OR
OTHERWISE LOWER COSTS OR SLOWER GROWTH IN
COSTS)?

*) 0 & & 0 ) &
) ) C
) T 0
) 0 & & 0 )y @
) ) C
) L0 0
* ) ) 0 ) & &
)
0 § 9 08 $
- )
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OPTION 5.3.4: * ) 0 ) & 0&
) C J ) 0
) & o
0 BS 0 )
&0 ) H) )
ISSUE 5.4: HOW SHOULD PAYMENTS BE CHANGED BASED ON
ACHIEVEMENT OF HIGHER PATIENT SATISFACTION
LEVELS?
OPTION 5.4.1: *) 0 & & 0 ) &
) 4 0 0
OPTION 5.4.2; ) & & 0 ) &
)
4 0 0
OPTION 5.4.3: /0 ) &
§&) ) & )& C
) & 0 )
ISSUE 5.5: SHOULD PAYMENTS BE CHANGED BASED ON ANY
OTHER SITUATIONS?
ISSUE 5.6: WHAT THRESHOLD OF PERFORMANCE SHOULD
TRIGGER PAYMENT CHANGES?
2 ) & & 0 & )4 00
& ) ) >16>>  %2-1% & & )
0 §&) & 0 )
) >SIG>>
OPTION 5.6.1: & ) ) & & L
8 &) 0 ) 0&
& 2 ) 0& &
([ = BB&) ) &
) 2 ) &
)) § &
&0 & &0 0 )
OPTION 5.6.2: & ) ) & &
$ &) O ) 0&
& 2 0& &
) g5 > B&) ) &
) 2 ) &
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&0 & &0 0 )
OPTION 5.6.3: ) & &
& ) @ s =
) B & ) 0 )
0& & 2 )
& M 0& )
) & &
OPTION 5.6.4: ) & &
& ) P >
) B & ) 0 )
0& & 2 )
) 0& )
) & &
&
& )
§ $ 0 0s
&) &) 0 &0 )
OPTION 5.6.5: 2 ) & N
$ &) O ) &
& )
ISSUE 5.7: HOW LARGE SHOULD REWARDS OR PENALTIES BE
RELATIVE TO BASE PAYMENT LEVELS?
OPTION5.7.1: 2 0 4 0
) & 0 & 0
06 § I RS ) & 0
& )
OPTION 5.7.2: 2 0 4 0
) & 0 & 0
08 $! > RS ) & 0
& )
OPTION 5.7.3: 2 0 4 0
) & 0 & 0
06 I RB ) &
& )
OPTION 5.7.4: 2 0 4 0
) & 0 & 0
0 $§! >RB ) &
& )
OPTION 5.7.5: 2 0 4 0
) & & )
_0 @ ¢
$ ) &
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) 0§ 0 ) 0&
) ) $ &0
0 ) 0 )
)
ISSUE 5.8: HOW SHOULD HIGH-COST PATIENTS BE PROTECTED
AGAINST EXCLUSION FROM CARE?
OPTION 5.8.1: * ) 0 & & 0 ) &
0
00) B ) 4 0 0
OPTION 5.8.2: ) & & 0 ) &
0 0

() B ) 4 0 0
OPTION 5.8.3: )) 0 ) & % )
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ISSUE 5.9: SHOULD THERE BE ANY ADJUSTMENT IN PAYMENT
LEVELS TO REFLECT COSTS OF INFORMATION
TECHNOLOGY THAT PROVIDERS NEED TO COMPLY
WITH REQUIREMENTS FOR REPORTING ON
PROCESSES, OUTCOMES, PATIENT SATISFACTION, OR
REDUCED UTILIZATION/COST?
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VIII.Care Guidelines, Costs, Measures of Performance, and

Transparency
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ISSUE 6.1: HOW SHOULD DIAGNOSIS/SEVERITY CATEGORIES BE
ESTABLISHED?
OPTION 6.1.1: )& . & $ &
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ISSUE 6.2: HOW SHOULD CARE GUIDELINES BE ESTABLISHED
FOR EACH DIAGNOSIS/SEVERITY CATEGORY?
OPTION 6.2.1: % )& . & $
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ISSUE 6.3: HOW SHOULD THE COSTS OF QUALITY CARE BE
DETERMINED FOR EACH DIAGNOSIS/SEVERITY
CATEGORY?
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ISSUE 6.4: HOW SHOULD PERFORMANCE MEASURES BE
ESTABLISHED FOR EACH DIAGNOSIS/SEVERITY
CATEGORY?
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OPTION 6.4.2: ) & §
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ISSUE 6.5: HOW SHOULD CARE GUIDELINES AND
PERFORMANCE MEASURES BE EVALUATED?
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ISSUE 6.6: WHO SHOULD COLLECT AND REPORT
PERFORMANCE MEASURES?
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ISSUE 6.7: SHOULD PERFORMANCE LEVELS OF PROVIDERS ON

PROCESS, OUTCOME, PATIENT SATISFACTION,
AND/OR EFFICIENCY BE PUBLICLY AVAILABLE?
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ISSUE 6.8: SHOULD PROVIDERS’ PAYMENT LEVELS (PRICES)

FOR DIAGNOSIS/SEVERITY CATEGORIES BE
PUBLICLY AVAILABLE?
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IX. Implementation of Changes in Payment Systems
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ISSUE 7.1: HOW SHOULD PAYMENT CHANGES BE PHASED-IN?
PROPOSAL 7.1: 1 0 0 )
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ISSUE 7.2: SHOULD PAYMENT CHANGES BE REQUIRED TO BE
“BUDGET NEUTRAL?”
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ISSUE 7.3: HOW SHOULD THE EFFECTS OF PAYMENT CHANGES
BE EVALUATED?
PROPOSAL 7.3: ) ) & &
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