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We have a problem

Health Spending as a Share of GDP
United States, 1963 to 2023-selected years

1963 1973 1983 1993 2003 2013~ 2023P

*2013 figure reflects a 3.1% increase in gross domestic product (GDP) and a 3.6% increase in national health spending over the prior year. See page 27 for a comparison of economic
growth and health spending growth.

Notes: Health spending refers to national health expenditures. Projections shown as P.
Source: “National Health Expenditure Data,” Centers for Medicare & Medicaid Services (CMS), 2014 (historical) and 2015 (projections), www.cms.gov.
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http://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/index.html

Percent change in middle-income households’ spending on
basic needs (2007-2014)
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Source: Brookings Institution, Wall Street Journal
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The move to value payment.
THE WALL STREET JOURNAL.
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Congress Approves Bill to Avert Medicare
Pay Cut for Doctors

By REUTERS MARCH 31, 2014, 7:09 PM. ED.T.

WASHINGTON — The U.S. Senate gave final congressional approval on Monday to
legislation to avert a pay cut for doctors who participate in the Medicare insurance
program for the elderly and disabled.

By a vote of 64-35, the Democratic-led Senate sent the measure, approved last
week by the Republican-led House of Representatives, to President Barack Obama
to sign into law.

2015 «Chica

imedia Lists Abo

Workforce Capacity

- of business
o value-based arrangements by 2020
Written by Emily Rappleye (Twitter | Google+) | January 28, 2015

A group of the top U.S. health systems, payers and /! announced W y the formation of the Health
M]. Meliure FFS M]. Mﬂ Care Transformation Task Force, a private-sector alliance aimed at accelerating the healthcare industry's
transformation to value-based care.
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looking for healthcare data




Background: Total Cost of Care
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Expansion Regions

The initiative was piloted by NRHI and RHICs in five
regions. Their success led to the expansion to nine
additional regions over the course of the project.

Center for Improving Value in Health Care | Colorado
Maine Health Management Coalition | Maine*
Midwest Health Initiative | St. Louis, Missouri
Minnesota Community Measurement | Minnesota
Oregon Health Care Quality Corporation | Oregon

Healthinsight Utah | Utah

Health Care Improvement Foundation | Philadelphia

The Health Collaborative | Ohio

Maryland Health Care Commission | Maryland

Massachusetts Health Quality Partners | Massachusetts

The University of Texas Health Science Center at Houston | Texas
Virginia Health Information | Virginia

Washington Health Alliance | Washington

Wisconsin Health Information Organization | Wisconsin

*Phase I and Il only participant
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We now have some information!

2014 commercial multi-payer claims
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Primary Care Practice Report

e IS e e Practice BM*
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e T - Adj
PP IPIIE S rr s ittt b Eed Raw PMPM PMPM* PMPM TCI
Inpatient Fac. 582 S77 598 0.78
Outpatient Fac. 5175 5164 5196 0.84
Professional 5152 5142 5146 0.97
7% Ma"&;'%%ﬁ} Pharmacy 04 488 493 0.94
\ 4 Coalition Overall 5503 S470 5533 0.88

2BM = Peer Benchmark

Note: Retrospective Risk Score for Practice = 1.07
Displayed as an index to protect information while being transparent with relative performance.
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L] What does the HealthScore mean? What does the Cost mean?
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Variation in Cost vs. Quality

Variation exists in
quality and cost:

Among clinics across
the state

Among regions
around Oregon

Among clinics within
any region

OREGON HEALTH CARE

QUALITY

CORPORATION

Quality Index
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Variation in Spending for Adult Patients with Hypertension

Attributed to Large Primary Care Medical Groups

$500
$450
$400
$350

$300 -

® Raw PMPM
~ Total Risk-Adjusted PMPM

$250 -
$200 -
$150
$100 -
S50
S0

Proportion
of Days 57% 55% 58% 62% 57%
Covered

A B C D F

*Proportion of Days Covered — represents the percentage of days patients had supply of their medication for

three classes of drugs commonly used to threat hypertension: Beta Blockers, Calcium Channel Blockers and Renin
Inhibitors. It may be affected by use of $4 generics and other instances where obtaining medication does not result 11
in a claim.



Variation in Risk-Adjusted Adult PMPM for Select XXX

Medical Group Practice Sites
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Total Cost of Care in California

Lindsay Erickson, Director, Value Based P4P Program
March 9, 2017



California Physician Organization Report Card

IHA partners with the California Office of the Patient Advocate to publicly report physician
organization performance: http://www.opa.ca.gov/

° ..
Integrated =@b..‘.
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R MEDICAL GROUP MEDICAL GROUP USES
Cngk—gn medical group USES TREATMENTS PROVEN TO BE
for group’s star ratings TREATMENTS PATIENTS RATE EFFECTIVE
and information: PROVEN TO BE THEIR MEDICAL
EFFECTIVE @ GROUP 0 Select a topic for more ratings
| Arch Health e D e
10 by Checking for Cancer
Partners GOOD GOOD LOWER PAYMENT Chlamydia Screening
Diabetes Care
Treating Children: Getting
L) Encompass Medical Y & Y & R the Right Care
Group FAIR EXCELLENT HIGHER PAYMENT Treating Bronchitis: Getting
the Right Care
,'{,* Giving Lab Tests for Patients
|| Greater Tri-Cities ‘;( ﬁ Taking Medications for a
ity Long Time
IPA POOR GOOD LOWER PAYMENT Yadtg i Cacse of Baik
Pain
|| Kaiser Permanente Em‘f“ti“g H‘:rpitah e
: = eadmission After Discharge
- Southern California ). 0. 9.1 0. 0. ) Controlling High Blood
Permanente Medical GoOD GOOD LOWER PAYMENT Pressure
Group - San Diego
= PATIENT EXPERIENCE
. Mercy Physicians * i K ok k R RATINGS
Medical Group GOOD GOOD HIGHER PAYMENT
Select a topic for more ratings
.| Mid County - » Patients Rate Their Medical
Physicians Medical ;}:‘;ﬂ jxi;&' E;AT' * HIGHER PAYMENT SO
Gmup * Communicating with
Patients
4 * Coordinating Patient Care
|| MultiCultural i Y @ 17 » Health Promotion
Medical Group, Inc. FAIR FAIR LOWER PAYMENT * Helpful Office Staff
* Timely Care and Service
|| Primary Care * A B3
émates Medical uoo?' * cﬁ:}{ * LOWER PAYMENT
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Striking Variation in Cost within California Regions

Sacramento
e () +$4rzﬂﬁl[. oe o
Bay Area ® QO e By ® @
$4,092
Central
Sl ® @ Qé o2 @ @ © o o
s $4,045
Central
el ® 0 o+$ oe e ®
Los Angeles ® Q)'Eiilﬂ.f({lhﬁzfgilaﬁ esd® @ @
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County @e ¢ $4.2.B?, ®
Inland ""
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San Diego ® 0o @ o000 @
$4,235
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Risk Adjusted TCC is geography adjusted using CMS’ Hospital Wage Index Geographic Adjustment Factor
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IHA Excellence in Healthcare Winners

Only 34 top performing physician organizations met performance standards across Clinical
Quality and Patient Experience and Cost
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If all POs performed like “Excellence” Winners...

$3.9 Billion Saved

59,000
L
58,000
£7,000 :
L
$6,000 F 4
Excellence in Healthcare Award  yvBp4P PO Average
§5,000
PO Average $4,160

$3,719

\,,’/r”/)

o’ $441 difference

54,000

$3,000

52,000

$1,000

Total Cost of Care, Geography Risk-Adjsuted (SPMPY)
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CIVHC
Practice General Description (2014)
Key: . Average Practice . Higher . Lower
Average PMPM Practice PMPM TCl RUI Pl
Category -
Professional $160 $229
Outpatient 13 $145
ED/ER $18 $26
Inpatient $72 $94
Pharmacy $113 $143
Total $475 $611
Average Age | Average Risk Score
15 1.42
Practice 45
10 1.00
el [T
Female
Percent of Practice 53% 05
Patients by 0o
o wvecse | 7 |
Gender Male ¢ Avg Risk Score Practice Rizk
Practice 47% SCore




Professional/Qutpatient Information (2014)

Key: . Average Practice . Higher . Lower
Inpatient PMPM Practice Clinical Type
by Category State PMPM PMPM TCl RUI Pl MED ﬂsm
Category Clinical Type 14

SURG Ll
Inpatient | MED s19 sie  [er2 e e

8§79
= -~ N
592

Total Total §72 582 - - - Inpatient PMPM Compare
Professional and Outpatient
PMPM by Service Category State PMPM Practice PMPM TCI RUI Pl
Service Category
Ambulatory Surgery-Ofher s 572 DR 1 A
Cardiovascuiar Ambuiatory Surgery S s S 015 s
Dental Services s 52 oaam e 1.03
Diagnostic Tests-Other 20
Durabie Medical Equipment 55 54 .~ osr 088 1.01
Endoscopy Procedures 57 s12 DR s oss
Hospital or ER Visits 56 55 08 0.97 I T R
Imaging Services 241 542 1.03 o 0.93
Laboratory Services ste 523 COMZeT foooesT| ore
edical Vist s14 st © es oss @I
Office or Home Visits 850 564 - e 0.91
Oncology Procedures s st o oe o omms
Orthopedic Ambulatory Surgery 514 s17 Cooom e e
Procedures-Other sa8 s50 BT " S 1.06
Rehab and Therapy Services g2 52 0.93 _ _
Specialist Home/Office Visits 56 510 I - < 1.06
Unspecified or Other 529 546 1% 18 0.96
Tota s291 s372 P s ass

gﬁ==l

(o] 1 |
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CIVHC
PMPM for Practice Service Category
Radiolnrgy State PMPM PMPM TCI RUI Pl CAT Scan 132
Category Service Category 52
Echo or Ultra 53
54
0
Imaging 231 30 1.03 MRl g5
L
247
Total Total 341 342 103 - 0.93 Radiclogy PMPM Compare




National Benchmarking: Variation Exists

Affordability

From Claims to Clarity: Deriving Actionable Healthcare

Cost Benchmarks from Aggregated Commercial Claims Data

. Total Cost Index and Resource Use Index:
Secton i Benchmering Methodology Commercial Population 2014
Combined Attributed and Unattributed

o
p &
=3 EE‘ = E § E &8 §
Measura TS - 3 - X = &c
Risk Adjusted
Total PMPM 5348  $279 5290 5369 | 354
Per Member
Per Month
October 31,2016

TCl 107 086 08 113 | 1.09
Price » Utilization - - - : -
RUI
Utilizat on 1.08 0.88 1.C8 1.05 0.93
Pl
Price Index 0.99 0.97 0.82 1.08 1.17

OREGON HEALTH CARE

This work is based on the patented algorithm of HealthPartners, Inc. (Bloomington, MN)
QUALITY and is used with their permission 21
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What’s driving the variation?

Components of Medical Cost
Commercial Population 2014
Combined Attributed and Unattributed

si _% zi[E:
Measure T g g § 3 ;s = g = ;g
TCI
Overall 107 0.86 0.89 113 109
Inpatient 145 062 082 112 | 108
Outpatient 1.15 0.67 097 1.09 117
Professional 094 090 076 126 | 116
Pharmacy 091 116 109 095 | 086

(R

Overall 108 088 108 1.05 0.93
Inpatient 157 063 103 101 | 085
Outpatient 121 0.52 1.25 1.07 0.99
Professional 0.93 105 096 107 | 097
Pharmacy 093 114 096 106 | 088
Overall 099 097 0.82 108 117
Inpatient 093 098 079 111 | 127
Outpatient 095 128 077 102 | 118
Professional 101 086 079 118 | 119
Pharmacy 098 102 113 089 | 098

OREGON HEALTH CARE

QUALITY This work is based on the patented algorithm of HealthPartners, Inc. (Bloomington, MN)

and is used with their permission
CORPORATION




Cost Drivers: Why are Oregon’s Prices Higher?

Factors Affecting Commercial Unit Price: ~ Factors Affecting Utilization:
Provider market power Health status (morbidity)

Health Plan market power Physician practice patterns
Cost-shifting Patient cost-sharing level

Regional cost of living State mandates

Location of service Providers in network

In states with lower utilization rates the price of services is often increased.
Cost-shifting: Medicare reimbursement rates are low in Oregon.

Provider and Health Plan negotiation can play a role. Limited competition
can lead to higher prices.

OREGON HEALTH CARE

QUALITY 23
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24

United States Gowernment Accountability Office

GAO Report to Congressional Committees

R HEALTH CARE
QUALITY

HHS Should Set
Priorities and
Comprehensively
Plan Its Efforts to
Better Align Health
Quality Measures

GADAT-3

Source: GAO inpterpretation of Centers for Medicine & Medicaid Services measure for controlling high blood pressure GAO-17-5



NRHI Membership
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