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Objectives

* Provide context and URGENCY for focus on TCOC
measurement to achieve affordability within the Triple Aim
framework

* Define basic Total Cost of Care (TCOC) terminology,
principles and variation in the market

* Review MNCM methodology specifications for TCOC
measurement

* Discuss how TCOC is being reported and used in new
contracting arrangements between payers and providers

* [dentify opportunities to reduce TCOC through quality
Improvement
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ICSI1 4.0: 2011 — present
Plus Change Agent for the Triple Aim

The Institute for Clinical Systems Integration (as it was originally called) was established in 1993
by HealthPartners Medical Group, Mayo Clinic and Park Nicollet Health Services, and sponsored
by HealthPartners Health Plan. Its purpose was to help improve patient care in Minnesota
through collaboration and innovations in evidence-based medicine. The collaborative was
unique in that it brought medical organizations, health plans and business representatives into
the decision-making process.
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Healthcare Spending as a
Driver of the National Debt
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FIGURE 2. FEDERAL GOVERNMENT OUTLAYS AND REVENUES (PERCENT OF GDP), BASED
ON EXPECTED LAW 2010 THROUGH 2040

Source: Congressional Budget Office
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The World Health Report 2000:

Spend # Quality
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<:§United States 1
B3 switzerland 2
mm Germany 3
| |l France 4
= Luxembourg 5
— Austria 6
B Sweden 7
am Denmark 8
= Netherlands 9
g+j Canada 10
I | taly 11
E Monaco 12
e Japan 13
o Iceland 14
] }l Belgium 15
sk Norway 16
&l Australia 17
== Finland 18
—=_ Israel 19
@& New Zealand 20

B [OAY]

Ranking « Country ¢ Expenditure Per Capita 4
1 ] |l France 4
2 I | italy 11
3 o8, San Marino 21
4 -]l Andorra 23
5 * ] Malta 37
6 @mm Singapore 38
7 == Spain 24
8 i Oman 62
9 — Austria 6
10 e Japan 13
35 == Dominica 70
36 == CostaRica 50
37 B= United States 1
38 s SlOvenia - 29
39 = Cuba 118
40 =~ Brunei 32

Source: http://www.who.int/whr/

2000/en/whr00_en.pdf

-




Total Cost per Person:

Health Plan & Enrollee Shares

Minnesota Fully-Insured Private Market
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Projected State Revenue and Health Care Costs
Relative to Budget
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Social Determinants of Health
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Population Health
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Source: Authors’ analysis and adaption from the University of Wisconsin
Population Health Institute’s County Health Rankings model ©2010,
http://www.countyhealthrankings.org/about-project/background
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A Better State of Health
Through the Triple Aim*

A

Better Care for Individuals, Better Health for Populations, and Lower Per Capita Costs

The Institute for Healthcare Improvement (IHI) believes that new designs can and
must be developed to simultaneously accomplish three critical objectives, or what
we call the "Triple Aim":

* Improve the health of the population;

* Enhance the patient experience of care (including quality, access, and
reliability); and

* Reduce, or at least control, the per capita cost of care.

*The Triple Aim: Care, Health, And Cost. Berwick DM, Nolan TW and
Whittington J., Health Affairs, May 2008, Vol. 27, No. 3, 759-769.

ICSI E




MN Community Measurement

1. Accelerates improvement by measuring performance
and publicly reporting health care information

2. A non profit multi-stakeholder, neutral source

3. Emerged out of community need to have a consistent
way of measurement and reporting in community

4. Helps align local and national initiatives
* Provide focus
* Increase efficiency of measurement
» Reduce overall community burden

5. Supports the Triple Aim: Health, Experience, Cost
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Continuum of Cost/Value

Partial Unit Prices
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Unit Price Variation

MINNESOTA

HealthScores- HOME

When Health Care Improves, Everyone Wins.

MEDICAL GROUPS

Search by Name, City or Zip Code: |

LEARN MORE

OUR REPORTS

share this site contact us

COST REPORTS

I update »

Select a Category: [ Gastrointestinal procedures

Select a Procedure: | Colonoscopy

Cost Report Info:

Total health care costs are
a product of the amount
paid for a service and how
many services are used.
Here we show the payment
amount for physician
services, which includes
how much a health plan
pays for a procedure or
office visit plus what the
health plan tells the
physician to collect as a
copayment from the
patient.

The amount you'll pay
depends on the details of
your health plan coverage.
Please talk to member
services at your health plan
for specific details. The
contact information is on
your insurance card.

Colonoscopy

Colonoscopy to look at the lower part of the digestive system

read more p

What do these numbers mean? J

Sort by Name

Olmsted Medical Center Rochester 55904
Gundersen Lutheran La Crosse 54601
Mayo Health System Rochester ~ S590S
Mayo Clinic Rochester 55905
Mankato Clinic Mankato 56002
St. Mary's/Duluth Clinic Health System Duluth 55805
Affiliated Community Medical Centers Willmar £6201
Sanford Clinic Sioux Falls  S7109

Sort by Cost~

S13c54
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COST TERMS/MODELS

 Partial Unit Price
 Unit Price

- DRG’s

- ETG’s

« Baskets of Care

« Bundled Payment

* Provider Peer Grouping
* Ad Hoc Procedure/Diagnostic Grouping
* Relative Resource Use
» Total Cost of Care

* Value Measures
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Future Vision: Public Reporting of Relev
Cost, Experience and Quality Informatio

= INOS Xoil Resource Use
Care Comparison
Comparison
YES Better yerage
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Working Towards Sustainability: Value
and Total Cost of Care

*Value=
Quality Outcomes + Experience/Total Cost

*Total Cost=

Unit Cost (Price) x Resource Utilization (Volume) for
an Individual (or population) / Defined Period of Time
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Total Cost of Care

Perspectives

$5$$
TOTAL COST TO SOCIETY: MEDICAL CARE, DISABILITY,
PRODUCTIVITY, LONG TERM CARE, ETC.

TOTAL COST OF MEDICAL CARE TO PURCHASERS/FUNDERS:
GOVT., EMPLOYERS, INSURERS, SELF PAY INDIVIDUALS

TOTAL COST OF MEDICAL CARE ATTRIBUTED TO PROVIDERS:
FOR A PATIENT AND RISK ADJUSTED
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TOTAL COST OF MEDICAL CARE VISIBLE TO CONSUMERS:
COPAYMENTS, OUT OF POCKET MAXIMUM, INSURANCE
CONTRIBUTION, ETC.




Why a Common Methodology for
Total Cost of Care?

« It’s Step 1 in Obtaining Alignment

« Promotes Transparency

 Consistency: Efficient, Comparable, Replicable

 To Increase Understanding: A Copay is Not the Total Cost

« “Savings” in One Area Does Not Mean Savings Overall
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» To Support Efficiency / Resource Improvement Efforts

A Starting Point For Drilling Down




Total Cost and Price Neutral
Look:

—Relative Total Cost Of Care
1.3
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Variation and Improvement
Is A Reality

« Variation of $1200 per person/per year by medical group
iIn Minnesota.

« Variation of $1600 per person/per year for 265 groups and
750,000 Medicare recipients.

« Each percentage improvement in HbA,c and Lipid
management decreased cost by $50 PP/PY. Total $5000
per patient.

* Practices with 30-65 MD FTEs had lower total cost and
sometimes greater quality than large care systems.

« Emergency department visits for non emergency care
varied from 3-13%.
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Dowd, Knutson, Xu, Krazewski




Balancing Total Cost of Care
Standardized Methodology Elements

Balancing Methodology Element Challenges
and Community Variation

- Unit of Analysis

- Attribution Model

- Risk/Severity Adjustment

- Scope/Services/Payer Type
- efc.
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Standardized methodology consensus has been gained for public reporting
using NQF endorsed standards thru MNCM convening efforts




Payer

Total Cost of Care
Medicare BBS HealthPartners Preferred One Medica P Medicare Adv
Largest percentage Largrji(:t nucr:re(ra of
of office based prmary 51% of Primary Care
encounters.

Allowed Dollars. Enrolled/ Enrolled/

Plurality of allowed E&Ms.| 51% of E&M ) .
primary care visits.
Primary care includes| - yiniieq | Attributed

Two stage - primary care |Visits. Primary care Primary care Primary care

Attrib Model (GP/FP/IM/GM) then all includes include includes FP/GPIMOBGYNP
specialties FPAMIOBGYN/Peds S FP/AM/OBG YN/ €
FPAMOBGYN/ 2t ds
Peds/Geriatrics/

Peds/Geriatrics. Adol t Med.

Concurrent: re-run | Combination | Combination of

Attribution Timing | Prospective: 3 years data Concurrent Concurrent Concurrent quarterly of Above .
A matched reference

3 . population adjusted for Episode Risk Episode Risk . | CCs:

£ | RiskAd ACO's age/gender Groups (ERGs): | ACG:Concurent | Groups (ERGS): ACG: Concurrent | ¥o0iied ACS: :
L] Method Concurrent | Prospective

= distribution based on Concurrent Concurrent
aged, disabled or ESRD.

Costof Care . -

Calculations - Prescription Drugs M°f:a‘:g;2g't:s”e Behavioral Health P'eoszg’?"

Total claims cost | Total claims cost Total claims cost per

Any claims above the 99th
When cost of care r memberi h .
perme S ot eris member is capped at |Varies by plan| Varies by plan

Outlier percentile for national per s S200k -
Methodology capita expenditures are ::embei Z excl udﬂet capped at $100k | capped at $100k 75k PMPY
excluded PVPY PVPY
Performance Year Calendar Year Calendar Year Fiecel \((;;)Endng Fiscal \(’;;)Endng Fscal \;e,;)Endng Calendar Year| Calendar Year

Expenditure Target: | Expenditure Target: | Expenditure Target:| Expenditure Target: R e/
Growth Rate vs. Growth Rate vs. Growth Rate vs. L diture
Metro Avg.

National Expenditure

Payout Criteria | Target basesd on growth | Growth Rate vs.
rates Negotiated Target | Negotiated Target Metro Avg.

Revenue Target

@ Park Nicollet

Head + Heart, Together




Attribution

Who Has Responsibility for the Patient?

«“Non math” prospective model
Self enrolled vs. assigned

«“Math required” retrospective model thru claims to assign
most involved provider with influence over patient

- Primary care: majority visits vs. cost per year
- Plurality rule: primary care, specialists
- Look back period
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“The perfect is the enemy of the good.” - Voltaire




Considerations

*Non attributed individuals
- Those without claims
- Those that meet outlier status
- Who is responsible?

«Catastrophic or carve out adjustments
Pharmacy, Employer carve outs
Payment outside of claims systems
Threshold amounts

Excess over thresholds
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Cost Measure Advisory Group
Membership

« Technical Advisory Group: Tina Morey-Allina*, Paul Berrisford-
Entira Family Clinics*, Kathy Von Reuden-Essentia**, Andy
McCoy-Fairview*, Rahul Koranne-Health East, Bill Telleen-Park
Nicollet*, Sue Knudson/Chad Heim-HealthPartners***, Ernie
Valente-BCBS*, Peter Thibodeau-Medica*, Terry Bernhard/
Margaret Ranheim-PreferredOne***, Craig Christianson-UCare,
Stefan Guildemeister-MDH, Nathan Moracco-SEGIP, Pete Benner-
Citizen™*, Matt Flory-Citizen**, Ann Carlson-General Mills, Kris
Soegaard-MNBHCAG™***, Mark Sonneborn-MHA, Janny Brust-MN
Council Health Plans***, Cindy Keltner-AF4Q*, Howard Epstein-
ICSI, Janet Silversmith-Minnesota Medical Association™**.

« Clearing House Review Group (short term 2 meeting): Those
above noted with a ** plus Paul Koehler-Blue Cross IT, Michelle
Nied-Medica Communications

- Standardized Methodology Subgroup (long term): All those
noted with a * above plus Holly Rodin-HealthEast, Kevan Edwards-
MDH, Britta Lindvall-ICSI




TCOC Standardized Methodology
Highlights

 Recommended methodology is in alignment with national
standards (NQF endorsed)

« Attribution is balanced on the side of higher confidence in
attribution over quantity of attributed patients

 There will be no member attribution if there is no claim

« Will acknowledge and keep track of unattributed population for
future methodology refinement

* Risk adjustment uses a standard commercial risk adjustment
software (same as the NQF endorsed risk adjustment
methodology)

 Qutlier status threshold is balanced for fair comparison of smaller
and large providers over quantity of accounted costs

« Pharmacy costs will be imputed, when needed, for self insured
employers

 This will be an evolutionary process
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MNCM Total Cost of Care

- Common Methodology Specifications
- Developed by consensus with providers, provider associations, payers,
purchasers and consumers

* Across multiple payers

* Defined attribution rules
* Yearly office visit code not required

* Defined Risk Adjustment
-Johns Hopkins ACG
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* High sample size
*Minimum of 600 patients per medical group per year

o Goal: A feasible, scientifically sound, transparent, TCOC measure
specification for public reporting




Emerging Uses of TCOC
Measures

« National and Local Public Reporting

« More Transparency Efforts

« Consumer, Purchaser and Provider Educational Efforts
- Efficiency/Resource Improvement Efforts

« Contracting Strategies: Upside, Downside, Shared

* Narrow or Tiered Networks

* Novel Product and Benefit Design and Tools

« Total Value Equation Development

* Movement Towards Aligning Incentives
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October 2012 Consumer
Reports

ConsumerReportsHealth | | o

L e E18: 5 U for Minnesota residents 4

« 32 page insert in How Does e
Minnesota Edition Your DOoCtor swienwoeox
Compare? s

* Results of diabetes and
vascular care
measures at 522
physician offices

* Articles on how patients
can improve their care

* February 2013 issue on
prevention

c
)
£
o
S
@
©
)
=
2
c
=]
£
£
@)
o
Z
=




Pulling Together as a Community to
Reduce Total Cost of Care

MEASURE IT >>>>>>>>> IMPROVE T
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ACOs & Aligned Incentive Contracting

Incentive

Guaranteed
Increase

1CSI

Historical

Pay for
Performance

New Model

Fee for Service

Volume

 Improve Quality Metrics
* Reduce Total Cost of Care

Fee for Service

Year 1

Year 1

Conceptual graphs

Year 2 Year 3

Source: Highmark, best practice
30



Concentration of Health Expenditures

FIGURE 1. CUMULATIVE DISTRIBUTION OF PERSONAL HEALTH CARE SPENDING, 2009

100% — 100.0

90% —| Top 1% of spenders account for >20% of spending ($275 billion)
8000 —
70% —
600% —
500% —
400/ —

Total Personal Health Care Spending
30% — ~ $1.259 Trillion

$1,223 Billion

Cumulative Percent of Total Spending

209% —
http://nihcm.org/ 100 —
images/stories/ 00 01
DataBrief3_Final.pdf 0% S |
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Percent of Civilian Non-Institutionalized Population Ordered by Health Care Spending

NIHCM Foundation analysis of data from the 2009 Medical Expenditure Panel Survey.
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TCOC and New Contracting Models

SHARED SAVINGS MODEL

Health Insurance Plan

g & B

Office Specialty Hospital
Visits Consults Stay
L~ _Avoidable Avoidable” ~ |

Physician
Practice

Lab Work/

Portion of
savings from
...Returne reduced
to physician spending in
practice after ...but no upfront $ other areas...

savings for better care

determined...

© 2009-2011 Center for Healthcare Quality and Payment Reform, Network for Regional Healthcare Improvement
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Capitation vs. Accountable Care

Key Changes from Past Capitation Models “Under g lobal payment
«  Awareness of fee-for-service toxicity SeI‘Vi ces that were profrt
centers instantly
become cost centers.”

Quality standards and measures
Risk adjustment

Reinsurance through plans

Limited risk tied to provider capacity

- Ann Robinow
Information infrastructure

Provider consolidation

Product designs with patient cost-sharing

Patients expect unfettered access to any Source: A. Robinow, The Potential of Global Payment:
provider Insights from the Field, The Commonwealth Fund,
February 2010.
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Wedge Model for US Health Care With Theoretical Spending
Reduction Targets for 6 Categories of Waste

20.5 “Business as usual” national
$ 2 5 T 2 O O 9 0 health care expenditures
. a)
U]
5 2004 Failures of care defivery
&
3 O 0/0 WAS T E cg Failures of care coordination
3 19.51
E Overtreatment
5
$765B WASTE -
W 19.04
% Administrative complexity
0
£
Source: Data from workshop g 185 -
presentations and discussions in The = ~Pricng faiures
, . [
Healthcare Imperative: Lowering Costs € 20,
and Improving Outcomes, IOM 2/12 § ' Fraud and abuse
1) - L
http://www.iom.edu/Reports/2011/The- > . grewgg’;::ﬁg mﬂﬁes
Healthc?are-lmperative-Lowering-Costs-and- ' GDP growth
Improving-Outcomes.aspx

| | I 1 | | | 1 1
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Year
Source: Eliminating Waste in US Health Care, Berwick,

D.._Hackbarth, A. JAMA. 2012,307(14):1513-1516
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Opportunities for Waste Reduction Efforts

Waste Category

Subcategories

Failures of Care
Delivery

| Failure to focus on population health rather than episodic care

chnﬁwommndmnmm.ww.

Famumummmmwmowwmwmmm

Failure to implement medication management/reconciliation

Failures of Care

Waste Wedges

Failure to increase coordination of Health Care Home

Lack of shared registry utilization

— -

Failure to engage patients and improve patient activation

Failure to integrate community health teams with providers

Failure to integrate behavioral health within the medical model

 Lack of Triple-Aim accountability

Underutilization of appropriate palliative care, ACP, EOLhospice care

mummmmom

Failure to hardwire decision support

Abuse, misuse, and overuse of opiates

 Supply-driven behaviors

Demand-driven behaviors

Utilization of non-indicated careftreatments

Administrative
Complexity

Lack of uniformity and standardization in claims forms

Failure of HITs interoperability

Failure to align financial incentives and measures for quality metrics

Redundancy in care coordination and management roles (providers/purchasers)

1CSI
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Opportunities Abound: Focus on Waste

—

PRESENT STATE

WASTE--
FUTURE STATE
: __TOTAL
VALUE VALUE
ADDED

ICSI
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N - National organizations representing
L] OOSIng medical specialists, as well as

[] o Consumer Reports, are working with
L] WISEI © the ABIM Foundation to help

. physicians, patients and other health
care stakeholders think and talk
about overuse of health care

resources in the United States.
O American Academy of
Allergy Asthma & Immunology & AMERICAN ACADEMY OF

www.aaaal.org FAMILY PHYSICIANS

An imitiatwe of the ABIM Foundation

AMERICAN

{ % § COLLEGE of /\ ER
e CARDIOLOGY

ArveicoNny Courese or

RADIOLOGY
& RQuUALITY 1S OUR IMAGE
A( : AMERICAN COLLEGE OF PHYSICIANS® :

INTERNAL MEDICINE | Doctors for Adults

;

S

THE AGA INETITUTE

A,

- ’
C - LEADING THE FIGHT
AS ()) x ASNA Ao‘l"s' KIDNEY DISEASE o
dvj | ( AMERICAN SOCIETY OF ‘

— - NUCLEAR CARDIOLOGY
American Society of Clinical Oncology “- 7,
AIMETICAN 30 " 37




Choosing
Wisely

An imtiative of the ABIM Foundation

These Choosing Wisely® specialty society partners released their lists February 2013:

’ ??.‘

Empowering physicians to deliver the best patient care
> %
& % The American College of
& 2
; 1951 ;
2 )

A
Scrila}grics
Obstetricians and Gynecologists A ealthcare
& WOMEN'S HEALTH CARE PHYSICIANS AMERICAN ACADEMY OF
0,)"“ 'o‘ﬂ

o
3 .
Meagng cast ™

CAAHPM

American Academy of
Hospice and Palliative Medicine
;}C‘ ORSTE I'A.“h

AMERICAN ACADEMY OF
OTOLARYNGOLOGY-—

HEAD AND NECK SURGERY

Professionals
N E U RO LO GY Leading Change. Improving Care for Older Adults
®

AMERICAN COLLEGE : S
: o “A OF RHEUMATOLOGY
American Society for

Society of Hospital Medicine
EDUCATION + TREATMENT + RESEARCH
Clinical Pathology

Hospitalists. Transforming Healthcare

Revolutionizing Patient Care.
ICSI Q A S E American Society of | _

SOCIETY OF
Echocardiography l]

NUCLEAR MEDICINE
AND MOLECULAR IMAGENG




In Conclusion

- Addressing healthcare affordability and spending is an urgent
economic and moral imperative

- Healthcare delivery and payment systems are evolving rapidly

+ Useful Quality and TCOC data is essential for provider success
under care and payment reform

» Transparent reporting of quality and cost info can help to
optimize the value of healthcare

» There is much we can do to improve health and lower costs by
reducing “waste” in the delivery system

AGSL
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Finally...

Additional resources from ICSI:

https://www.icsi.org/health initiatives/health care affordability/

Minnesota Community Measurement
WWW.MNCM.org

THANK YQU!
Questions?

1CSI

40




