Adapting To
The “"New"” Urgency
To Lowering

Health Care Costs



This presentation at a glance

* The “new"” urgency to lower costs: key points

* Emerging themes from providers, plans and payers

* Some case examples
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TheTriple Aim

*Better health

*Better health care
°Lower costs

Core principle now at heart of
major U.S. payment and

efforts



Lower Costs




Annual Growth Rates, Gross Domestic Product (GDP) And National Health Expenditures
(NHE) Calendar Years 2009-20.
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2014 Growth Rates By Selected Sector, Before And After
The Impact Of The Affordable Care Act.
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2011 Kaiser-Health Research & Education Trust Survey

Average Annual Worker Premium Contributions and Total Premiums for Covered
Workers, Single and Family Coverage, by Firm Size, 2011
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The toll on American families

For the decade that ended in

2009, an average American

family of four saw its annual
income increase from $76,000
to $99,000 - but nearly all those
iIncome gains were erased by

higher health spending

The greatest burden of national

health spending has fallen on



Both visible and invisible health expenditures
have grown
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Forget "Occupy Wall Street”
...How about "Occupy Health Care"?




2011 Census Bureau Estimates of Income, Poverty
and Health Insurance Coverage

* In 2010, real median household income in the United States in 2010

was $49,445
* A2.3 percent decline from the 2009 median and lowest level since
mid-1990s

* The number of people without health insurance coverage rose from

49.0 million in 2009 to 49.9 million in 2010




The Bigger Problem Lies Ahead:
National Commission on Fiscal Responsibility and Reform

* By 2025, federal tax revenue =
interest on federal debt,
Medicare, Medicaid, and
Social Security

« Congressional Budget Office:
Federal health care spending
for Medicare, Medicaid, the
Children’s Health Insurance

Program (CHIP), and the

[1Cc 1nil il ACriall

Commission



Joint Select Committee on Deficit Reduction
(a/k/a Congressional “"Supercommittee” )

Budget Control Act of 2011 Panel co-chairs

(August deficit-reduction deal) | "= Sen. Patty Murray
P s (D-WA) and
0’ - Rep. Jeb
Hensarling
Earmarked $2.1 trillion in (R-TX)

savings over 10 years

“Supercommittee” must now
find an additional $1.2 trillion in

2012 and 2021




Joint Select Committee on Deficit Reduction
(a/k/a Congressional “"Super Committee”)

* Ifno plan to produce $1.2 —“ﬁ;‘:

trillion in across-the-board is
enacted by January 15, 2012,
automatic procedures for

cutting both discretionary and




Joint Select Committee on Deficit Reduction
(a/k/a Congressional “"Super committee” )

* Under Budget Control Act, much “"mandatory” spending exempt from
sequestration, including Medicaid

* Medicare cuts capped at 2 percent of payments to providers and plans per
year

* =g123 billion over 10 years




Payment and Delivery System Transformation




“Examination of Health Care Cost Trends
and Cost Drivers”

* "“We have only just begun to meet the challenge of addressing
market dysfunction and promoting value-based purchasing and

patient care coordination.

* "“The market dysfunctions and inequities identified...cannot be
corrected by any single policy reform or by any single group of
stakeholders...

A\ Y




The Big Themes for Hospitals

* Emphasis on care coordination across
multiple organizations — including ones

you may not own or control

« Systematization; mergers,
consolidation, acquisition of

physician practices

* Taking out unnecessary costs



“You can’t be in the hospital business today
and not be making money on Medicare

— maybe Medicaid — because that’s where all
the rates are going to go.”




Variations On A Theme

* “Every health system I've talked to

recently has a ‘Medicare Break Even

Project,’ which is, *how do we live under

Medicare rates in 10 years' time?’

* “Every one of them says, ‘We have to

change the model of delivery. The mix



The Big Themes for Physicians

* Boosting primary care capacity and

efficiency

* Systematization; mergers,
consolidation, acquisition of

physician practices

* Rationalizing use of specialists, who

may be oversupplied by 50%

Evidence-based medicine and



The Big Themes for Health Plans

e Forthoseinindividual and small

group markets: Survival

* Adapting to ACA changes: MLR,

insurance exchanges

* Forlarger plans, forging new
relationships with provider

groups

New roles: lending actuarial and




The Big Themes for Everybody -- Health Plans
and Provider Partners

* Removing 25-30% of costs from the

system

* How do we eliminate claims? Save on
underlying costs of care and on

processing

* Kaiser Permanente doesn’t have
“claims;"” how can you make a health
plan look as much like that
arrangement as possible

Bottom line: A health plan may look




Strategy

* Reform payment on public
and private side to drive

delivery system reform

Government and private



Centers for Medicare and Medicaid Services
Payment and Delivery Reform Efforts

Readmissions program

Comprehensive Primary Care Initiative: medical homes; all-payer
national pilot; Medicaid “health homes"”

Community-based care transitions program

Federal coordinated care office to better coordinate care of “dual
eligibles” (Medicare + Medicaid)

Value-based purchasing

Accountable Care Organizations, including Medicare Shared Savings
Erogram




Accountable Care Organizations

ACO Principles

Put the patient and family at the center
Have a memory about patients over time and place

Attend carefully to handoffs, especially as patients journey from
one part of the care system to another.

Manage resources carefully and respectfully
Be proactive
Be data-rich..

Innovate in the service of the Triple Aim: better and better
patient care, better population health, and lower cost through
improvement.

Continually invest in the development and pride of its own
workforce;including affiliated clinicians.

CA7S




Accountable Care Organizations:
Different “Stores,” Different “Flavors”

« 1. ACOs now forming in private
sector —e.g., Empire Blue Cross
Blue Shield and Montefiore Medical
Center

* 2.ACOs that will be in Medicare
Shared Savings Program

* 3.ACOs that will emerge under
“Pioneer” and “Transitions”
programs unveiled by Center for
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Medicare Shared Savings Program

* Finalrule released October 20, 2011

* Many responses favorable

* Governance requirements more flexible; performance measures

reduced from the original 65 to 33: assignment/attribution




Other ACO options

* “Pioneer” program; 30 organizations

to be selected; more aggressive
quality/savings targets; providers
accept more risk, move toward global

payment

* Program oversubscribed

* Numbers of organizations have

applied

Partners Health Care/Massachusetts

—case Inpoint



Other ACO options

* Transitions program

» for organizations formerly part of the Medicare Physician Group

Practice Demonstration

Include among others Dartmouth-Hitchcock, Mayo, Geisinger,

Billings Clinic




Other ACO models

* Atleast 12 states have passed legislation to support the transition toward

ACO-like models for either their Medicaid programs or state employees.

* All major private health plans have started to implement payment

reforms similar to the ACO model

Brookings/Dartmouth and Premier Collaboratives




Aetna Accountable Care Solutions

Move from: old payment system

driven by volume

Poor or missing data hindering

performance

System rewarded inefficiencies

Care delivery disconnected from

Move to: value- based model

focused on quality vs. quantity

information streams

ayment system reward

efficiency, continuity, and

outcomes

« Care delivery across the




Aetna Accountable Care Solutions

* Aetnais “replacing the valueless competition business model in
the health care industry with synergistic collaborations in

preparation for ACO operations”

* Deploying programs to improve quality, reduce supply sensitive

care, and optimize care management process




Aetna Accountable Care Solutions

* Aetna population based management approaches use Health Information

Technology to apply evidence based medicine to care encounters

* Aetna collaborations “offer delivery systems the ability to prosper

financially while reducing the cost of care to employers and improving the

convenience and care quality for individual members”




Health Insurance Exchanges




Essential Benefits Package: Institute of Medicine
Committee Recommendations

Initial Essential Health Benefits package should be a modification

of what small employers are currently offering.

Package can be improved over time “"based on evidence of what

improves health and that it promotes the appropriate use of

limited resources.”




Exchanges: Implementation Timeline

e January 2013: HHS secretary will verify whether each state will be ready

to open its exchange on time

» If astate chooses not to run its own exchange, or is deemed unprepared,

the secretary will take responsibility for its exchange functions (although

now appears some leeway will be granted)




Innovations Under Way Among Health Systems and Payers




HOSPITALS
* AIM Care Liaisons
* Hospitalists
e Inpatient palliative care
* Case managers
* Discharge planners
* Emergency Dept.

PHYSICIAN OFFICES
e AIM Office-Based
Care Managers
e Telesupport

HOME-BASED SERVICES
¢ AIM Transitions Team

* Home health

* Hospice

y DISCHARGE
TO HOSPICE

CRITICAL EVENTS
* Hospitalization
e ER visit
e Physician request
e Acute exacerbation




Days Pre/Post
AIM Enrollment

121
A Hospitalizations -59% -63%
Total Direct Cost Savings* | $394,326 | $475,305 | $573,581

Savings/Enrollee/Month* $1964 $1992
Excellent patient satisfaction

Excellent physician satisfaction

*Includes savings from reduction in Emergency Department and
hospital-based outpatient services




Vermont Blueprint for Health: New System of

Medical Homes for Chronically Ill in State

Fletcher Allen Medical Center/
University of Of Vermont;
Dartmouth-Hitchcock Medical
Center as tertiary care
Facilities also providing

Research support

State is also putting
in place

a new "“single payer”
health insurance
system to ensure
basic coverage

for all

Health IT Framework

Evaluation Framework



Reducing Costs and Improving Quality at
Denver Health

* In2010 Denver Health, Denver’s major safety net system, ranked first among US
academic medical centers in terms of actual mortality observed relative to the
national mortality rate

* System has used “Lean” methods to identify “value streams” and extract costs, now
exceeding $70 million per year

» If asafety net system/academic medical center can do this, how about the rest of us?




Strategies Internal to Organizations

Reduce utilization - e.g., unnecessary admissions and readmissions
Reduce clinical resource consumption in care processes

Take out steps; streamline care

Look for best demonstrated practice in institutions and reduce




Innovations In Integrated Care Management

* "“Early Lessons From Accountable Care Models In The Private Sector:

Partnerships Between Health Plans And Providers”

* Study identified 22 health plans with approximately 30 accountable

care arrangements in place or underdevelopment; focused on 8 plans




“"Alternative Quality Contract,” Massachusetts

All AQC groups met 2009 budget targets and earned surpluses

Total BCBS payments to provider groups, including bonuses for quality, likely to have

exceeded the estimated savings in year one (2009)

BCBS Massachusetts and groups believe larger savings will result in 2010 and beyond

Two major academic mental centers/systems have now joined — Partners Health

Care (the Harvard institutions and affiliates) and Tufts Medical Center




New signatory to AQC: Partners Health Care

Gary Gottlieb, President and
CEO, Partners HealthCare

IOM Health Policy Interest Group

Meeting, October 16, 2011
Partners’ new model
“Fewer units of care at less cost” -

Reduce trend by 50 percent

\\Y»
»
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Geisinger’s "ProvenHealth Navigator
Advanced Medical Home
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« Chronic care management,
Medical Home, and Patient-
Centered Primary Care

Glenn Steele,
CEO

« 360-degree, 24/7 continuum of ! . .
. Geisinger

care
« System-wide EHR

« “Embedded” nurses in primary
care practices

Assured easy phone access GeiSingg

Health Sys{cm



REENGINEERING THE DELIVERY SYSTEM

By Glenn D, Steele, Jean A. Haynes, Duane E. Davis, Janet Tomcavage, Walter F. Stewart
Tom R. Graf, Ronald A. Paulus, Karena Weikel, and Janet Shikles

ANALYSIS & COMMENTARY

How Geisinger's Advanced Medical
Home Model Argues The Case

For Rapid-Cycle Innovation

\BsTRACT The Patient Protection and Affordable Care Act of 2010
provides for a number of major payment and delivery system initiatives.
These potential changes need to be tested, scaled, and adapted with an
urgency not evident in previous demonstration projects of the Centers
Medicare and Medicaid Services. We discuss lessons learned from our
iterative tests of care reengineering at Geisinger—specifically, through
advanced medical home model, ProvenHealth Navigator*, and the yay
we continuously modified the model to improve quality and value.
hypothesize that the most important ingredient in our model has been
the embedding of nurse case managers into our community practices and
the real-time feedback of data on the use of health services by the most
complex patients.

“We hypothesize
that the most
important ingredient
in our model has been
the embedding of
nurse case managers
into our community
practices and the
real-time feedback
of data on the use
of health services
by the most complex
patients.”

Source:
Health Affairs,

2010 Nov; 29(11):2047-53.




REENGINEERING THE DELIVERY SYSTEM

EXHIBIT 2

Risk-Adjusted Acute Hospital Admission Rates Per 1,000 For Primary Care Patients In
Geisinger Health System Clinics That Launched ProvenHealth Navigator™ In Different Years,
By Year Before Or After The Intervention, 2006-9

® Phase 1(2006-7)
® Phase 2(2007-8)

Phase 3(2008-9)
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Geisinger

* Will be part of Transitions program (extension of Medicare Group

Practice Demonstration)

* Geisinger's total cost of care increase in past year for attributed




" A Model For Integrating Independent Physicians Into
Accountable Care Organizations”

Advocate Physician Partners, affiliated organization to Advocate
Health System, largest hospital system in lllinois

Organized independent physicians into partnerships with hospitals to
improve care, cut costs, and be held accountable for the results.

Signed its first commercial ACO contract effective January 1, 2011,
with the largest insurer in lllinois, Blue Cross Blue Shield




Blue Shield of California, Catholic Healthcare West and
Hill Physicians Medical Group

* In past decade, California HMO rates have increased an average of

11 percent a year

* With trend at 8 percent, by 2020, family rate for HMO coverage will

be nearly $39,000 per year




Blue Shield of California, Catholic Healthcare West and
Hill Physicians Medical Group

* 41,500 members of a Blue Shield HMO; coverage obtained through

the California Public Employees' Retirement System

* Members served by Hill Physicians, whose doctors are affiliated

with Catholic Healthcare West, the state's largest hospital chain




Blue Shield of California, Catholic Healthcare West and
Hill Physicians Medical Group

Top 5 percent of patients account for 75 percent of pilot population spend

Collaboration identified a few elective procedures — including knee and hip

replacement and bariatric surgery — among the biggest cost drivers

Overweight patients enrolled in a Hill Physicians weight-loss program,




Blue Shield of California, Catholic Healthcare West and
Hill Physicians Medical Group

* Emergency patients taken to hospitals outside of Catholic Healthcare
West stabilized and then directed back to the hospital system for in-

network care

* Unnecessary readmissions reduced 15 percent; also 15 percent

reduction in average length of stay




What's ahead: The unforeseeable future




Challenges for All

* ForProviders In Patient Care:

v" Very tough payment environment on Medicare and Medicaid, private
pay

v Need to live within Medicare - if not Medicaid — rates

v" Transition to new models — global payment; all-payer

v" Influx of patients as coverage expands in 2014; many may have serious




Challenges for All

* In Payers and Providers in Driving Delivery System Reform:
v Forming collaborative relationships with other entities in system

v" Sharing risk with others in system

v" Forging new relationships with physicians and physician groups




Challenges for All

* ForAllIn Improving Health

v Living in a time when social and economic determinants of health

are worsening for millions of Americans, not improving

v" Dealing with issues related to human behavior




Where does this leave us?
Summary Views













“We always need to remember that behind
almost every great moment in history,
there are heroic people doing







