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What Drives
Health Care
Costs?

How Mi ht
One Fight
Back?

EPOTLICHT 0N FIONGC HERLTH CARE

What Drives High

Health Care Costs—
and How to Fight Back

Maonoging U.5. health care costs and improving quaoliy will
require mony simul oneou s interventions. Because every

dollar of those costs is someone's revenue, resiston o= from
physicians, hospitals, dmg and device componies, insrers,
and others must be overcome. by Jeff Levin-Scher
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WHAT TO DD
CUT PRICES AND COMPETE

Though it would be difficult to mandate prices for nongoeem-
meental players, Medicane and Medicaid sucosssfully lmit
payments, rdmbumsing far less than other insuers.
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3.TOO MANY SPECIALISTS
Inoreasing spacialist-in-primany-cae
ratics raises mediml oosts in a2 community
without neoessarily improsing quality. Yet
L5, doctors-in-tmining ane flocking to
higher-status, mose lucraties specialties.
[CHAHEGS H SPRCIALTY -

Eﬂﬂﬁ:r_ e

el 11 el
e G

nmlnuhh.;
m-ﬂ:h#
n_.nl.‘ﬂ
T = ﬁ eiwid magiy

-~
+ -ﬂ.nnh ] e o O
e Tl
(TEACE T P8

.a“hﬂ.ﬂi-

WHAT TO DD

SHIFT FUHDS

[Familty practitioners’ madian annual
oompensation & about 80,000,



What can
YOU do?

HBR.ORS

WHAT TO DD

STOP PAYING “BY THE BOLT™
A study of HMOs found that salaried

physicians performed fasser proosdures
than those paid by fee-for-serice.
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4. AFEW PEOPLE COST A LOT
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WHAT TO DD
COORDIMNATE AND FOLLOW UP

Patiests with aom plicaied ilin esses should recdve caneiin
“cembers. of expellenoe™ with disease-spedfic expertise They
shou bd hawe follow-up appointments after hospital disdhamge to
present read mission. Well-coordinated care should be resvarded.
PAY FOR PERFORMAMCE

The Physician Group Practics Demonstration, a Medicane
jpilot po gramm, rewsands: grou ps: fior coondinatin g patient e,
impeo siin g quality, and reduding costs. In the first three years,
the groups incressed average quality soones by this many
percentage points:
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5. SMALL PRACTICES,
FRACTURED CARE

Patients: areoften cared for by dociors
and facilities that communicate pooriy.
ety hal fof all U.S. physicians. waork
o thedr own or in groups of free or
feweer. Such small practioes can find

it diffiou it to imvest in improvements
in commumnication,, quality, and cost-

Imtesgration into large mul tispedal ty
groups or delvery system:s can improve
mmmunication and acoountability. Such
organizations aremaone lkely to have
salaried physicians, which @n educe
o} -9

They typically hawe betier T infra-
structure, including elschroniic medical
reconds, and use maonenon-physidans
in a team approsch.
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Is Your Integrated Strategic Roadmap in Place

2011 and ICID enabling the Future?
How will you append/ modify you EHR templates?

Medical Loss Ratio 2012 ++ _
Medicare Bonusi MDs |mp|eme_ntat|0n
Preventive Senior Care complexity and

Medicare Advantage Changes intensity increase
Medicaid Prgvention Incentive  gyer time.
Tax free savings account rules

Opportunity for Improving
Current to Future State
Clinical, Financial,
Operations Process/

Strategy Workflows

Project Plan

Remediation

Conversions/ Translations
Integration i Intternal
Integration: Payer/ Provider/
Vendor/ Clearinghouse, etc




svReforming Fee for Service Payment Systems Example

Bundled Payments Pay for Outcomes

AEliminatadditional payments due
to negative outcomes:
ol complications & readmissions

APay on bundled per case basis

_ using APR DRGs
Bundling

Aldentify the hospitals with best

Aldentify the most efficient hospitals -

Best Practif Best Practif

AReduce payments to hospitals with
excess negative outcomes
compared to best practice

APay hospitals best practice price

AHospital payments reduced by X%

AHospital payments reduced by X%

Benefits
Ammediate reductions in payments
KCreation of a payment system with the financial incentive for ongoing performance imj ﬁ‘ﬂ
5 terms of efficiency and outcomes




Regulatory-lmplementation Recommendations

2010

Implementation Straté
Functional Requiremé

Level | Compliance
Internal Testing

Impact Assessmen
GEMs use
Functional Requiremé

Implementation Stratdg
Training

Implementation
Confidentiality / Priva |
and Security Standal

Incentive Payments

meaningful use of
Certified EHRs

Impact Assessment C

Payment Reduction§

Review of claims
BEFORE paying

2011

Level Il Compliance
nternal testing compl

External end to enc
trading partner testi
begins

System completio

Policy and contract
conversions

Training functional ar

Internal testing E

ransactions Set Nat

Council for Prescript
Drug Program
transactions

Input regarding
crosswalks betweén
and{10

2012

JanuarysiCompliancé

2013

Maintenance

linternal testing complg

Policies/ contracts
complete

End to end testing
complete w/ partnelis

ePrescribing penalti
begin

EHR Incentives conti

Internal testing comp

Initiatives to Improve

Value / Quality

W

All testing complet

| Final training comp
OctobersiComplianc

2013: Penaltiesligh
Hospital Readmissio
2014: Medicaid
Expansion
2015: Complication

Penalties




Version 28 M3RG Update Timeline

A August v 28 ICB CM M®RGsublisheth FY 2011 final rule
’ 0110} A october 2011 update of KLBPCS posted

A January 2011 update of KBCM and diagnosis and procedures GEMs
. posted

A Februaryv 28 of IGD0 MSDRGs definitions manual posted
A March v 28 ICRO grouper release

ASame process used-10 MDRGs froen v Ren0ttoev 27.0mwilllbe fdllawtee in updaliMEIERD>Sd v
28.0. The update process is as follows:
Arhe 2011 v GEMS are used to translate the approximat&Zs00da@®lists comprising thBRISs to comparable
lists of ICIDOCM/PCS codes
Anitial tests ensure that aHll®OM codes are assigned to an MDC andl@PIC® codes are represented in the logic
Arhe draft converted lists are analyzed for issues, (e.g., list assignments conflicts] HeCstugteZE) and all
issues are resolved.
Arhe converted lists receive additional clinical review as needed.

Source: CMS Coordination & Maintenance meeting notes: 9/15/2010- posted on CMS website m



|ICID9 Codleso bereplacedcy ICID10

!' A For the last 30 years, the United States has u
- ICD9

> A CMS0013F mandates the implementation dat
"’ of ICB10 on October 1, 2013

A ICD9 codes will not be accepted for services prov
on or after October 1, 2013

Prior to October 1, 2013, it is necessary to submi
using ICDO codes

A Prior to IGIDO adoption, providers must be
compliant in 5010 transactions

: SM
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The ICELO Conversion Challenge

A 1CDB10 represents a massive increase in the clinical specificity of th
that will be reported by providers

Required to achieve objectives of PPACA
. A ICDB10 codes are embedded throughout the fullPagge &frovider
~ . operations
Papetbased guidelines to complex claims adjudication systems
A Unique Payer/ Provjglegrams will need tateverted & Coordinated
Stafthas little or no conversion experience
Will require heavy reliance on vendors and consultants

High likelihood of duplicative development efforts
A Increases cost of conversions
A Inconsistencieuld occur across progr@misvendors

Opportunity for centralized conversion assistance
A Providers are financially dependBayerso be ready and get it right
A October 1, 2013 will come quickly 3M




3M HIS IGIDO Experience

A Under contract with CMS

Designed, developed and maintain thé Reécedure Coding Syste
(ICB10OPCYS)

Designed, developed and maintain the General Equivalence Ma
(GEMS)

A PPACA designated national standard crosswalk be@vaea ICIRO
Converted M3RGs to ICID

A Posted on CMS website
Responsible for converting most major payment applications for

A APCs, OCE, MCE , inpatient psch and rehab groupers, hom
grouper, National Coverage Determinations

A Extensive international experience in convefibhgsed
applications to QD

. SM




|CD10Consistsof 2 Systems

ICD10CM Diagnosis Classification System

ICD10PCS Procedure Classification
System for inpatient hospital use

. SM



ICD9 limited, NOrecodesiinCB10




ICD10CreateOpportumty

A ICD10 is proposed to:
o Enable to Health Care Reform, ARRA, 5010, P4P

A Opportunities are endless:

o Clinical Quality/P4P improvement
o Strategic Advantage
a Complete, accurate information to drive healthcare reform

A Readiness includes:

o Coordination/Integration between Payers, Providers, Vendors,
Clearinghouses, Data Users

a Clinical, Operational and Financial Process
a T integration between all trading partners

. SM



Globaliuse of IGIDD: Catching upiwithdhelindustrialized wc

Q Canada - o)
The Nether@l RS GA'ustria S R |
® United States France Q switzerland )
China @ Japan
Thailand
Costa @ QQVenezueIa ®
Rica Colombia
nOr:2
Brazil® %
| Australid
QArgentina
New Zeala@d

. SM



Compliance Timeline

(&{0k1] (]
‘ Oct. 1, 2018CIaims

‘ forserviceprovided on

Jan. 1, 2012All or after this date must
electronic claims use ICE10 codes for
must use Version medical diagnoses &

‘ 5010. Version 4010 Inpatient procedures.

Jan. 1, 201aPayers &claims are no longer
providers should begiRccepted.
external testing of
Version 5010 for
® electronic claims. CMS
will accept both 4010
Jan. 1, 2018 Payers &and 5010 . s .
providers shouldgin e Wi I | yIO LI| b O Ee m M?
internal testing of o '
Version 5010 standards
for electronic claims.

- SM
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Comparison of 19@&nd 1CRODiagnasiCodes

Diagnosis ICD-9-CM ICD-10-CM
Use Inpatient ar Inpatient ar
Outpatier Outpatier
Number ¢ 35 Alphanume 7 Alphanume
Charactel
Number ¢ ~13,00! ~69,00(
Codes

. SM
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dobks

Specific
like tla(ise.tM

ICDS-CM

821.01 Fracture of
femur, shaft, closed

17
© 3M 2010. All Rights Reserved.

t hi sé

| S72301A Unspecified fracture of sl$af2322A Displaced transverse fraQ@g326A Nondisplaced transverse

ICD10CM

of right femur, initial encounter for of shaft of left femur, initial encounteaébure of shaft of unspecified femur,
closed fracture closed fracture initial encounter for closed fracture

o 72322G Displaced transverse fra&t(#826G Nondisplaced transverse
$72301G Unspecified fracture of $ as%ﬁaft of left femur, subsequent fracture of shaft of unspecified femur,

of right femur, subsequent encoun%ﬁcoumer for closed fracture with Subsequent encounter for closed fracture
i
e

for closed fracture with delayed heg llw%e d healing with delayed healing

S72302A Unspecified fracture of sha323A Displaced transverse fraQudg331A Displaced oblique fracture ]f
of left femur, initial encounter for closhiaft of unspecified femur, initialshaft of right femur, initial encounter for
fracture encounter for closed fracture closed fracture

=

S72302G Unspecified fracture of § Zﬁ?%e Dlsplac_e_d transverse fra8ii2831G Displaced oblique fracture
of.shaft of unspecified femur,

shaft of right femur, subsequent
of left femur, subsequent encounter fpr .
. . subsequent encounter for closed encounter for closed fracture with
closed fracture with delayed healin, . . .
acture with delayed healing delayed healing

S72309A Unspecified fracture of sha#t324A Nondisplaced transverseS72332A Displaced oblique fracture of
of unspecified femur, initial encourftacture of shaft of right femur, initisdhaft of left femur, initial encounter for
for closed fracture encounter for closed fracture closed fracture

S72309G Unspecified fracture of $ia#324G Nondisplaced transverseS72332G Displaced oblique fracture of
of unspecified femur, subsequent fracture of shaft of right femur, shaft of left femur, subsequent encounter
encounter for closed fracture with subsequent encounter for closed for closed fracture with delayed healing
delayed healing fracture with delayed healing

S72321A Displaced transverse frasfiz825A Nondisplaced transverseS72333A Displaced oblique fracture of
of shaft of right femur, initial encouinéeture of shaft of left femur, initial shaft of unspecified femur, initial
for closed fracture encounter for closed fracture encounter for closed fracture

=

S72321G Displaced transverse S72325GNondisplacéchnsverse  S72333G Displaced oblique fracture
fracture of shaft of right femur,  fracture of shaft of left femur, shaft of unspecified femur, subsequen
subsequent encounter for closed subsequent encounter for closed encounter for closed fracture with
fracture with delayed healing fracture with delayed healing delayed healing

=3

Many possible codes




|CD10Requites

i _ Myocardial Infarction ICD-10
- MOreStrlngenf[documentation will need to

Documentatiameclude:

K Type of Infarction
i Age of Infarction
i Specific Site of Myocardium

f Involved
_ ¥ Coronary Artery Involved
Example- i Information regarding initial
Myocardial Infarction or subsequent Ml within 4
weeks

18
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Comparison of O@nd 1CNR0ProcedureCodes

Procedure ICD-9-CM ICD-10-PCS

Use Inpatient Only Inpatient Only

Number ¢ 34 Numeric 7/ Alphanumeric
Character

Number ~4.000 ~72,000
Codes

Note: CPT codes will continue to be used for hospital outpatient
procedure and professional coding

. SM
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ICD10PCS
Each Code Tells a Story:

Body
Section System

D] B |
1
Excision

Med/Surg

Gastrointestinal

A character is a stable, standardized code component

Holds a fixed place in the code
Retains its meaning across a range of codes

ol A value is an individual unit defined for each character




