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Preview

» History
— Pricing and payment
— Private and Public

* Quality

— International comparison
* Value
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What Is this?
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Code of Hammurabi

The origin of discriminatory pricing and tort reform

— Enacted in 1772 B.C. by Hammurabi, the sixth king of Babylon

— 282 laws including way physicians were paid for their services
as well as penalties for poor care

— 8§215-217 If a surgeon has made a deep incision in the body of a
gentleman with a lancet of bronze and saves the man's life or has
opened a carbuncle in the eye of a man with a lancet of bronze and
saves the eye, he shall take 10 shekels of silver. If the patient is a
freeman, he shall take 5 shekels of silver. If the patient is a slave, the
master of the slave shall give 2 shekels of silver to the surgeon. (For
reference a free craftsman earned 10 to 14 shekels per year)

— 8218 If a physician operate on a man for a severe wound with a bronze
lancet and cause the man's death, or open an abscess in the eye of a
man with a bronze lancet and destroy the man's eye, they shall cut off
his fingers.
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Why are we talking about
this?
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Why are we talking about
this?

* Because, after almost 4000 years of
“progress” we're still trying to get it right
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Pre-20" Century

 Prior to the early 20" Century Healthcare was strictly
fee for service and discriminatory pricing was the
norm
— “Science” was primitive
» Cleanliness, good diet, basic surgery, good nursing and prayer

— Cost was negligible compared to financial impact of lost
wages
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Early 20" Century

« The first quarter of the 20t Century was the turning
point for advances in Medical Sciences

— First push for quality and consistency in medical education

« AMA raised educational, licensing and credentialing requirements
— Consequence was a drop in number of medical school and physicians

— Effective treatments established
« 1923: Eli Lilly develops technique to produce insulin in mass quantities

— Improvements led to better outcomes and more demand
« Market based economics took their standard course
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Blue Cross

 Birth of the Medical Insurance (Non-profit)

— 1929

« Dallas-based teachers formed a partnership with Baylor to
provide a set amount of sickness and hospitalization days in
exchange for a fixed, prepaid fee

At first premiums are not risk based

— 1939

« AHA adopts Blue Cross as standard
 States allow Blue Cross to operate as non-profit

— 1960

« Multiple similar programs merged to form Blue Cross
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Blue Shield

— In the next decade physicians follow suit

« Largely due to the threat of Blue Cross and a looming
alternative public health system after the passage of the
Social Security Act in 1935

« 1939
— First pre-paid physician services plan starts in California

« 1946
— Blue Shield formed after several physician plans merge

« System still allows discriminatory pricing and
balance billing

— Blue Cross and Blue Shield merge in 1971
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Government Regulation

« Tax Incentives

— 1942 Stabilization Act

* Imposed price controls on employers by limiting employee
wage increases

» Allowed provision of health insurance as a pre-tax benefit
— 1954

« Health insurance premiums made deductible to employers
« Most patients eventually have employer based health
Insurance

— Packages covering even trivial medical expenses become
the norm
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Impact of Big Blue and Tax Incentives

 Payment innovation stagnates

— Cost plus payment and “reasonable and customary” become the
norm

 Difficulty for competition to succeed given tax advantages
« Consumer responsibility diminishes

— Cost curve is disrupted
— Utilization increases

1939 — 6% of U.S. has hospitalization coverage

« 1970 — 86% of U.S. has hospitalization coverage
— 46% provided by Blue Cross
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Who are these people and
what are they doing?
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Insurance

S OCIAL SECURITY ACQCT
NAME OF BENEFICIARY '
Harry S. Truman
LAIM NUMBER
488~40-6969A M
S ENTITLED YO EFFECTIVE DATE
Hospital Insurance 7-1-66

Medical Insurance 7-1-66
SIGN
HeRe ¥

I. R. 6675 PUBLIC LAW 89-47

Fighty-ninth Congress of the Lnited States of America

AT THE FIRST SESSION

Begun and held ot the City of Waskingson on Menday, the fourth day of January,
one thousand nine bundrod and sixty five

2n Art

o yovride s bempita] iavsrasce progrucs for S At mader (e Suclal Security
At with & mpglcecoiary matial bedis 12 «x e
o6 mntion) micksiamen, b lotmease betadta el the CObAGR. Swrrivere ant
Diswinty Insaranco Krstem, 5 Sngrove (he FoderalState publle amacazos
POOTTRIN, A 4T D T

Be it enseted by the Sencts and Howre of Eepresentatives of tha
United Stater of America in O lengress anmendled, That this Act, with
1he following rable of conteats, tay o ctad as the *Social Security
Amendments of 1905,

TALLE OF CONTENTS
Trrie T Heaien Ixetaasce o 752 Aok Axe MESciz Assrzarce
o, 100, $hort o

PAST P MEALTE INERANCE MXEITIE 108 VRN AGD

Sement 10 bowdtad mrranos benvdte.
4l Wsnrance Bemidie and miplenealary wedieal Insurasce

Trmie XV E—1leaire [3sumance yox 7ne Ao

Boc. 1801, Probicion agsinat axy Fedemnl lateefervmcn

oo 3MEL Free chelrs by patient goars,

Bow. I3 Option 16 Todlibivats s shlain other beulth Liseedice yeviec:
(T

FART A HOAPITAL INMTRANCE SESFITS 1B THE AKD

ey o o
et ooopiil boevices feber o satls
Miity.

essenpency bouplial serviees foos.
cataie 1 \be Tailod Niatew.
fac. 1458 Payment to peoviders of
. ok bl apvacies o pm-'- organirations 4s facllitate jay-
<€ wervions
Rue. 317, Poberai bovgieal towarsnce (rest fusd.

PANT Mk RN TARY MAMICAL IXSTRASCR MSEFITS FOR THB AN
Mo ITL. BatabMldiment of supplementary medica] aarance program tor
=
Seo 1632 Sooge of becelon
=

HR0. 1655, Friedure foe yasment of cialms of providers of srvioe.
Ko LA, Kl fecviamain.
20c 337, Kurwdiemat pertods

tons
Auc nn n.mu uwkn 7 taedical Eneurance trast fumd.

- uouum'nw- ot
Cervwemrnea et coTerate <€ elighie Eiividasls who aTe
el ving mwenry (g Eanls Lisder pubie Asin aer pen
e

Tingessy Teseren,

Bozeman Deaconess
HOSPITAL




Government Healthcare

e 1965 Medicare Act Passes

— Initially proposed as catastrophic coverage for
hospital care
« Eventually comprehensive and modeled after BCBS

— Initially reasonable and customary
« Eventually transitioned to prospective payment

— Solidified the concept of patients receiving
healthcare and such being paid by someone else

» Cost sharing being minimal only serves to further
mcrease utlllzatlon beyond employment years
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Escalating Cost

« By late 1970’s cost of Medicare is beginning to be realized as
non-sustainable

— New technology
— New Therapies
— More patients

— More providers

« lrony is that Medicare actually funded a lot of this
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CMS Legislation

« 1970’s
— 1973 HMO Act

» Designed to curb medical inflation
* By 1996 membership rose to 46%
* Only problem — Physician works for Insurer, not patient

« 1980’s
— DRG
» Hospital care transitioned to ambulatory care

» Very effective in controlling cost
* “Quicker but sicker”
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CMS Legislation

¢ 1992

— RBRVS (Resource-based relative value scale)

* Product of a CMS funded study by a Harvard Professor of Public Health
— Published in JAMA, September 29,1988.

« Data based on surveys of thousands of U.S. Physicians
* First time “price fixing” imposed upon physicians

* No balance billing allowed

* Non-negotiable

« Signed into law through the Omnibus Budget Reconciliation Act of 1989
by George H.W. Bush.

— Private insurers eventually adapt system as well
— Currently, the entrre U S. health system IS essentrally regulated by
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RBRVS

— AMA sets CPT

— AMA/Specialty Society Relative Value Scale
Update Committee (RUC)

« Expert panel that develops relative value
recommendations to CMS.

— CMS

« CMS is mandated to make appropriate adjustments to
the new RBRVS in response to the Omnibus Budget
Reconciliation Act of 1989 to account for changes in
medical practice coding and new data and procedures.

— Converter

e 1/1/2015 — 3/31/15 = $35.8013
0 HU15:12/31/35 = 28.2289 (drop ofi21.2%)
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CMS Legislation

= 1997 Balance Budget Act
= SGR

= Generally, this is a method to ensure that the yearly
Increase in the expense per Medicare beneficiary does
not exceed the growth in GDP

= Consistently overridden due to obvious being a non-
practical solution to cost control

= Part C (Gap Insurance)

= 2003 Medicare Modernization Act
= Part D (Drug Coverage)
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Quality

« U.S. Institute of Medicine

* The degree to which health services for
Individuals and populations increase the
likelihood of desired health outcomes and are
consistent with current professional knowledge

* U.S. Agency for Healthcare Research
and Quality

« Doing the right thing at the right time in the right
way for the right person and having the best
results possible
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Quality

Dimensions

« Effectiveness * Cost
» Acceptability « Efficiency
» Accessibility « Equity
* Appropriateness « Governance
« Care environment « Patient focus

and Amenities . Safety
 Competence or « Sustainability

Capability
« Continuity

e Timeliness
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Why Now?

« U.S. per capita cost and %GDP for healthcare dwarfs all other
developed nations,

« We are not as good as we think we are when compared to other
developed nations

— Worst performer in a study of 19 countries for death rate from
preventable or treatable conditions

— Mixed data on comparison of preventative care
— Mixed data on management of chronic conditions
— Highest rates of safety concerns

* Note that there are some very valid criticisms of all of these
studies pertaining to methodology and bias
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VALUE

Value = Quality + Safety + Access + Efficiency
Cost

* Provide the best care possible with modern
technology as soon as possible while
minimizing resource utilization and
eliminating potential harm, all for less than
you currently charge for similar services
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What is this??
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Patient Protection and Affordable

Care Act
(aka ACA or Obamacare)

Largest expansion of Government Healthcare
and associated regulation since 1965

« Expand coverage/access

* Improve quality

* Reduce cost

— Independent Payment Advisory Board (IPAB, aka
“death panel”

» Action only iIf Medicare spending is 1% or more
above CPI.

» 5-year rolling average of Medicare spending,
|nclud|ng predlctlons for the 2 upcomlng years.
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Alternative Payment Models

* Accountable care organization (ACO)

* Bundled Payments
— Medicare Networks
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Pay to Play/Perform (or
penalty)

* Meaningful use
— 2% penalty in 2016
* E-prescribing
— 2% penalty in 2014
« Physician Quality and Reporting System (PQRS)
— Tax Relief and Health Care Act of 2006
— 2% penalty in 2016 (off of 2014 data)
» Value based Payment Modifier
— ACA
— Outcomes, Patient Experience, Quality, Cost
— 28 Penalt‘in 2016
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How would Hammurabl put it

* 4000 years later . . .

* If a physician provides exceptional care,
but falils but fails to document and report
such exactly as dictated by CMS,
iIncluding only using mandated tools and
methods, they get to keep their fingers.
(Note, no shekels are paid for such
services).
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