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Alternative Payment Models Are Still
“‘Alternative,” But Growing

Commercial Medicare
Insurance

22%

Medicaid
18%

Medicare Advantage

41%

Source: Health Care Payment Learning and Action Network, http://hcp-lan.org/workproducts/apm-infographic-2016.pdf Slide 2



Models showing
favorable impacts to
date:

B Pioneer ACOs

* Diabetes Prevention
Program

e Avoidable Hospitalizations
for Nursing Home
Residents

* Bundled Payments for
Care Improvement

* Maryland All-Payer Model

\\\\\\

1 Source: CMMI Report to Congress 2016



Trends in Prospectiveness in Medicare and Commercial Payments for Inpatient Hospital Care

0.1%0
2000-2003 Medicare (CA): I
A sharp boost in prospectiveness as I
Q.170 a result of the increased oudier I
|

2010-2014 Medicare (CA):

threshold which reduces the outlier

payment share.

A generally upward trend in
prospectvencss because the HRRP
penalties were added in.

2003-2010 Medicare (CA):

A downward trend in
prospectivencss, reducing nearly
4%, as a result of the declined
outlier threshold which increased
outlier payments.
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2007-2008 Medicare (CA):

A sharp decline in prospectiveness because
Medicare switched ro a new DRG adjustor
called the Medicare Severity DRG (MS-
DRG), with the goal of more closely

aligning payments and costs.

2010-2014 Medicare (CA):
Without the HRRP penaltes,
prospectiveness would have
condnued to decline.

2011-2014 Commercial Plans (INH):
A sharp increase in prospectiveness due to a shift toward enrollment in HMO plans
in the state and a movement away from discounted-charge contracts.
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—Medicare [CA): Including readmission penalties - -Medicare (CA}: Excluding readmission penalties —Commercial plans (NH)
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MACRA Changes the Landscape

Merit-Based Incentive
Payment System (MIPS)

Default option

Fee-for service plus bonuses or
penalties

Consolidates previous
performance measurement
programs

Alternative Payment
Models (APMSs)

APMs include more financial risk
than MIPS

Participants earn participation
bonuses, higher payment rate
increases

Qualifying “advanced” APMs
named by HHS

Slide 5



Projected Medicare Physician Payment
Rates, 2015-2030
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Source: Hussey et al. Health Affairs 2017;36:697-705 Slide 6



Projected Medicare Physician Payment
Rates, 2015-2030
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Practice cost inflation
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Projected Medicare Physician Payments
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Projected Medicare Hospital Payments
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What Is Known About APM

Effec'tS?Absurdly Brief Evidence Summary

Model Evidence

Bundled payment Conceptually appealing,
practically difficult

Medical homes Primary care is important, but
what is medical home secret

sauce”?

Accountable care Some promising early signs;
organizations strategies evolving

Slide 10



* APMs have not substantially
changed face-to-face care, but:

— Volume expectations increasing

— More pressure to practice at “top
of license”

* Additional non-clinical work
causes discontent

* Physicians earning bonuses
frequently don’t understand why

v Have :}'M‘/l- Changec
PhysicianiPracti

g

Source: Friedberg et al., RAND 2015 Slide 11



i
The large medical groups that

are operating in the commercial
space are able to do this well...

Practices reside along a

broad continuum to do
this, so we’d be overly optimistic if
we say this will change the
delivery system in five years.”

- Health plan representative

Source: Hussey et al., RAND 2015



i
Most provider organizations are

not equipped to do large-scale
innovation. They are still trying to

navigate between tne

current way of doing business and
the future way. The overall
challenge is that we don’t have a
good way of funding that
transition.”

- Health plan representative

Source: Friedberg et al., RAND 2015



Three Common Operational Problems to
Address

1. Errors in data integrity/timeliness,
measure specifications, or attribution

2. Multiplicity of performance measures
distracts from changing patient care

3. Lack of control over performance drivers
(e.g., effects of new specialty drugs)
dampens enthusiasm

Slide 14

Source: Friedberg et al., RAND 2015
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