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P4P GoalsP4P Goals

 Improve Patient CareImprove Patient Care
 Inform ConsumersInform Consumers
 Value for PaymentValue for Payment



DRA P4P PlanDRA P4P Plan

 Expended PayExpended Pay--44--ReportingReporting
 FY07 Report HQA ApprovedFY07 Report HQA Approved

Measures or Lose 2%Measures or Lose 2%
 FY08 Additional MeasuresFY08 Additional Measures

 FY08 DRG Payment ReductionFY08 DRG Payment Reduction
for Hospitalfor Hospital--acquired Infectionsacquired Infections

 FY09 CMS Implements HospitalFY09 CMS Implements Hospital
PayPay--forfor--Performance (MayPerformance (May
Include Quality, Cost, &Include Quality, Cost, &
Efficiency Measures)Efficiency Measures)



Data SourcesData Sources

Quality Data:Quality Data:
 10 measurers from all of 200410 measurers from all of 2004

 7 measures from 27 measures from 2ndnd thru 4thru 4thth quartersquarters
of 2004of 2004

Hospital Demographics:Hospital Demographics:
 FY 2006 IPPS Final Rule Impact FileFY 2006 IPPS Final Rule Impact File

Discharges and Payment:Discharges and Payment:

 FY 2004 MEDPARFY 2004 MEDPAR

Analysis by Health Policy Alternatives & Direct Research LLC, October 2005



Model SampleModel Sample

 3,338 PPS hospitals reported up3,338 PPS hospitals reported up
to 17 measuresto 17 measures

 Heart Attack: 2,468 hospitalsHeart Attack: 2,468 hospitals
 92% of all discharges and 95% of all payments92% of all discharges and 95% of all payments

 Heart Failure: 3,201 hospitalsHeart Failure: 3,201 hospitals
 99% of all discharges and of all payments99% of all discharges and of all payments

 Pneumonia: 3,270 hospitalsPneumonia: 3,270 hospitals
 99% of all discharges and of all payments99% of all discharges and of all payments

Analysis by Health Policy Alternatives & Direct Research LLC, October 2005
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(All hospitals = 89.2%)
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(All hospitals = 71.7%)

2004 Heart Failure Scores2004 Heart Failure Scores
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(All hospitals = 76.8%)
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Hospital CompareHospital Compare
& P4P& P4P
Potential Impact of Medicare P4P:Potential Impact of Medicare P4P:

 Premier Hospital P4PPremier Hospital P4P
DemonstrationDemonstration
 MedPACMedPAC

Recommendation P4PRecommendation P4P



P4P: Premier AssumptionsP4P: Premier Assumptions

Analysis by Health Policy Alternatives & Direct Research LLC, October 2005

Same asSame as
proposalproposal

Same asSame as
proposalproposal

ThresholdsThresholds
determineddetermined
concurrentlyconcurrently---- showsshows
hospitals withhospitals with
penalty riskpenalty risk

Same as proposal,Same as proposal,
but based on onlybut based on only
17 measures17 measures

AsAs
ModeledModeled

Not budgetNot budget
neutral;neutral;
bonusesbonuses
can exceedcan exceed
penaltiespenalties

Base PPSBase PPS
payments,payments,
includingincluding
operatingoperating
and capitaland capital
but excludingbut excluding
IME, DSHIME, DSH
and outliersand outliers

Penalties only forPenalties only for
hospitals fallinghospitals falling
below base periodbelow base period
thresholds: 2% andthresholds: 2% and
1% penalties if1% penalties if
below 10th and 20thbelow 10th and 20th
deciles respectivelydeciles respectively

2% and 1%2% and 1%
bonuses for topbonuses for top
10% and 20% of10% and 20% of
hospitalshospitals
respectively;respectively;
thresholds arethresholds are
concurrentlyconcurrently
determineddetermined

ProposalProposal

OtherOtherScopeScope
Penalties or PoolPenalties or Pool

ContributionContributionBonusesBonuses

PREMIERPREMIER



P4P: MedPACP4P: MedPAC
AssumptionsAssumptions

Analysis by Health Policy Alternatives & Direct Research LLC, October 2005

Same asSame as
proposalproposal

Same asSame as
proposalproposal

1% offset applied to1% offset applied to
all PPS payments forall PPS payments for
cases subject to 17cases subject to 17
measuresmeasures

Similar to Premier,Similar to Premier,
bonuses for top 10%bonuses for top 10%
and 20% based on 17and 20% based on 17
measures;measures;
percentage for toppercentage for top
10% is twice that for10% is twice that for
lowerlower deciledecile; based; based
on attainment onlyon attainment only

AsAs
ModeledModeled

BudgetBudget
neutral:neutral:
createscreates
winnerswinners
and losersand losers
by designby design

PPSPPS
paymentspayments
includingincluding
operatingoperating
and capitaland capital
and IME,and IME,
DSH andDSH and
outliersoutliers

Bonus pool of 1Bonus pool of 1--2%2%
of PPS payments;of PPS payments;
details to be specifieddetails to be specified
by Secretaryby Secretary

Bonuses for bothBonuses for both
attainment andattainment and
improvement; detailsimprovement; details
to be specified byto be specified by
SecretarySecretary

ProposalProposal

OtherOtherScopeScope

Penalties orPenalties or
PoolPool

ContributionContributionBonusesBonuses

MedPACMedPAC



Premier Bonuses/PenaltiesPremier Bonuses/Penalties
For Three ConditionsFor Three Conditions

Source: Health Affairs, January/February 2006, Volume 25, Number 1, Page 158, Exhibit 7

$4.1$4.1$3.7$3.7GovernmentGovernment

$6.3$6.3$3.0$3.0InvestorInvestor--OwnedOwned

$20.0$20.0$32.6$32.6TaxTax--ExemptExempt

$16.8$16.8$16.6$16.6NonNon--TeachingTeaching

$13.7$13.7$22.6$22.6TeachingTeaching

$5.1$5.1$5.3$5.3RuralRural

$25.2$25.2$34.0$34.0UrbanUrban

PenaltyPenaltyBonusBonus

($s in Millions)($s in Millions)



MedPAC Bonuses ForMedPAC Bonuses For
Three ConditionsThree Conditions

Source: Health Affairs, January/February 2006, Volume 25, Number 1, Page 158, Exhibit 7

$16.6$16.6$14.2$14.2GovernmentGovernment

$17.5$17.5$10.7$10.7InvestorInvestor--OwnedOwned

$105.6$105.6$114.8$114.8TaxTax--ExemptExempt

$65.1$65.1$62.4$62.4NonNon--TeachingTeaching

$73.5$73.5$76.4$76.4TeachingTeaching

$18.8$18.8$21.6$21.6RuralRural

$119.8$119.8$117.2$117.2UrbanUrban

ContributionContribution
To the PoolTo the PoolBonusBonus

($s in Millions)($s in Millions)



Measures Needing MostMeasures Needing Most
ImprovementImprovement -- NationalNational
Average / Top 10% in ( )Average / Top 10% in ( )

Source: www.hospitalcompare.hhs.gov

Initial Antibiotic WithinInitial Antibiotic Within
4 Hours of Arrival4 Hours of Arrival

(75% / 90%)(75% / 90%)

Smoking CessationSmoking Cessation
CounselingCounseling

(75% / 100%)(75% / 100%)

Smoking CessationSmoking Cessation
CounselingCounseling

(66% / 96%)(66% / 96%)

SmokingSmoking
CessationCessation

CounselingCounseling
(68% / 100%)(68% / 100%)

PCI Within 120PCI Within 120
MinutesMinutes

of Arrivalof Arrival
(61% / 88%)(61% / 88%)

PneumococcalPneumococcal
VaccinationVaccination
(51% / 83%)(51% / 83%)

DischargeDischarge
InstructionsInstructions
(48% / 86%)(48% / 86%)

ThrombolyticThrombolytic
MedicationMedication

Within 30 Minutes ofWithin 30 Minutes of
ArrivalArrival

(31% / 80%)(31% / 80%)

PneumoniaPneumoniaHeart FailureHeart FailureHeart AttackHeart Attack



P4P ObservationsP4P Observations
 Reporting May Be Sufficient; P4P May BeReporting May Be Sufficient; P4P May Be

Unnecessary To Raise QualityUnnecessary To Raise Quality
 Available Measures Focus on Process, NotAvailable Measures Focus on Process, Not

OutcomesOutcomes
 Performance Metrics Empirical While PaymentPerformance Metrics Empirical While Payment

Adjustments ArbitraryAdjustments Arbitrary
 Performance re Single Condition or TreatmentPerformance re Single Condition or Treatment

Not Sure Indicator of Overall Hospital QualityNot Sure Indicator of Overall Hospital Quality
 Data Collection on Measures NecessarilyData Collection on Measures Necessarily

Limited Until Adoption of EHRLimited Until Adoption of EHR
 Tendency to Play to the Test May UndermineTendency to Play to the Test May Undermine

Goal of Improving Overall Health QualityGoal of Improving Overall Health Quality
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