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Trending

Judy Mohr Peterson summarized the trending compafeate setting as
currently practiced. She referred the PAP to trezdgtion of physician cost
trending in the PwC report on Per Capita Costsngdhat the utilization
trends are based on OHP encounter data for a 4e¢ar5period. She also
noted that PwC uses external trend factors provigedMS, including
Medicare trend factors. Judy also noted thateénaihsence of paid claims
data, PwC needs Medicare and commercial cost aatlaalso needs to
factor in the Medicaid experience of other states.

Questions and comments on trending included theviolg:

Where in the range of trend factor values does B&l€ct the value to
be used in developing per capita costs, and witatierare used in
selecting this value?

How does PwC go beyond Medicare and other CMS nimdtion to
supplement OHP encounter data in developing tractbfs?
Budget-balancing measures shouldn’t supplant pdéictors in
determining trend factors — how is this safeguamlgainst currently?
Estimating costs of care should be kept indepenofdmidget and
legislative decisions.

PwC has appeared in the past to ignore the facirtlsmme cases,
billed charges are less than the cost of care.

The PwC process is very mathematical, and we reekdd a way to
go beyond strict mathematics to smooth out rate@bs resulting
from annual ups and downs.

How are new technologies accounted for in the tPend

The medical CPI could be used as another benchtmaticould be
used in addition to (or instead of) Medicare basexds.

What sort of feedback loop does PwC use to ideati&as where its
trend prediction assumptions were mistaken andakencorrections
to those assumptions?



The question regarding how new technologies arewated for in the trend
was answered during the meeting: Ed Deery of thg p&inted out that the
PwC trending includes a factor for the effects adtmew technologies,
although it doesn’t predict what new technologidtemerge.

Judy closed her presentation by asking for addatisnggestions or
comments from PAP members through PAP staff.

SB 329

Barney Speight summarized work underway and plaonesB 329, the
general health reform “blueprint” passed by the2@@islature.

Barney noted that some sort of medical home/primarg reform will likely
be a part of the SB 329 design, probably including:
* Aggressive primary care for the chronically ill
» Changes in the reimbursement stream to support more
aggressive primary care for the chronically ill
* Increased accountability for primary care

He also noted overlap between the work of the PadPthe SB 329 efforts,
particularly in the areas of delivery system amaficing.

Comments included the following:

* An effective medical home/primary care reform eff@ill not simply
provide the current “12-minute visit” to more patie. It will increase
the scope of what is provided in the typical priyneare visit.

* What measures will be taken to increase qualityaoé, and who will
have this responsibility?

* Given the prospect of Healthy Kids, open enrollmar®HP
Standard, and broad health reform under SB 32%atters used in
developing per capita costs and capitation amowititeeed to be
reviewed and adjusted.

Barney concluded by suggesting that we do all wetgassure open
communications between the PAP and the SB 329 ctieesj and that we
work together to support improved access, moreiefit delivery of



services, and higher quality care within the OHB imnbroader health
reform.

Physician Costs

Bob DiPrete summarized current factors affectingsptian cost calculation
in Oregon, and noted some efforts underway in aiteges to revise how
physician costs and payments are calculated. Tdfésgs were summarized
in a handout, and included:

» Redefining Health Care: Creating Value-based Coitnpeion
Results —advocates reorganizing medical care arspecific
conditions and reporting risk-adjusted outcomegtiose
conditions as a means of orienting the system dioay
competition on price and toward competition on et
patients. Asserts that if value were judged by oones per
dollar spent, efficiency and innovation would imypeaand costs
would decline as they have in other industriess Thodel
assumes that reimbursement will be structured areprsode-
of-care payments.

* Prometheus Payment Model — involves taking a dinic
practice guideline for a particular condition, esiting the cost
of delivering the care in the guideline, and theming that into
an “evidence-based case rate” to cover all of &re by all of
the providers who will be involved with the patisntare.

» Comprehensive Payment for Comprehensive Care -idvdnys
Payment - proposes moving away from a “dysfunetion
payment system” and adopting a “fundamentally nevdeh of
payment for primary care, replacing encounter-based
reimbursement with comprehensive payment for
comprehensive care. This would include “new investimn
adult primary care, with substantial increasesaynpent over
current levels... Income to primary physicians isé&ased
commensurate with the high level of responsibgkypected.”
The developers of this approach claim that “Our ehod
establishes a new social contract with the princarg
community, substantially increasing payments nrrefar
achieving important societal health system goatduding



iImproved accessibility, quality, safety, and efacy.”
Basically, this approach would estimate the coStgimary
physician care based not on current practice @ntec
experience, but on reformed practice.

» Market-based - views physician costs as a funafomhat the
market will bear (based on the assumption thaeteea health
care market in the first place, which many obsexvVeel is an
open question). In this view, one could calculatedost of
physician services by specialty using a formulaething like
this (oversimplifies) example:

o Take the total annual cost of a FTE physician givan
specialty in an efficiently run system (physician
compensation and overhead and other business costs
associated with the physician practice), and ditgéhe
total number of patient visits to an FTE physidiaa
year. The result of this calculation is the cosbié unit
of service.

Bob then identified some criteria that might beduseevaluate alternative
approaches and to develop recommendations for hrewmight change our
approach to determining physician costs as padtet development for the

OHP.

Comments on physician costs included:

We need to move away from the CMS methods of usagurce
based relative value scales (RBRVS) and develepratives more
suited to Oregon

We need to define more clearly what we mean by dicae
home/reformed primary care and what that impliesioat we will
expect from physicians.

We to identify the financial (and other) incentiwes want in place
for physicians (and other providers) to move usa@hour policy
objectives.

We need to identify the performance indicators #atuld be used to
measure our progress with physician payments towargolicy
objectives.

We need to identify barriers to access, espedialgting to capacity,
and to identify how we can improve capacity to nggtent needs.



» Capacity increases alone are not enough — we ndatptove the
effectiveness of the primary care visit. The meldicane model will
only be effective if primary care is delivered idlifferent manner
than is currently the case.

» Primary care physician supply is insufficient toaheur needs. We
need to increase the rate of primary care physmiaduates from
med school. We also need to improve the incenfiweghysicians to
remain in primary care rather than converting specialty.

* The current system for identifying physician cast®o procedure-
based. It needs to be changed to place greaterasmspin cognitive
care, especially if we intend to reform primaryecar

» Pay-for-performance is a promising concept, buhesed to explore if
further and make certain it can help us meet olicypobjectives.

Bob concluded by saying that he will work with PAfembers and
DMAP staff to develop examples of alternative pplpproaches to
identifying physician costs for discussion at thevBimber meeting.



