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What do we expect when paying
providers?

Provider payment mechanisms are key to the performance
of any health system,
and the demands placed on them are high:

- Allocate resources fairly among different providers of care

- Motivate actors within the system to be productive

- Account for patients’ needs, the appropriateness of the
services, and outcomes

- Be administratively easy and contribute to an overall
efficient and financially sustainable health system.
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“Incentives linked to different forms of
hospital payment

Appropriateness
and adherence to Administrative
evidence-based Quality of | simplicity and
medicine outcomes | ease of financial

(quality of sustainability
processes)

Productivity Patient
and number | needs (risk
of services | acceptance)

Global . (—)
budget

Per diems (+) O
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. evidence-based
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Global
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Per diems (+) @) (@
Simple + [cases] (—) (—)
DRGs . _ [if insufficient [if insufficient
(based on [services/ . ,nsideration of consideration of
diagnosis) case] severity] necessary services]
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“Incentives linked to different forms of
hospital payment

Appropriateness
and adherence to Administrative
evidence-based Quality of | simplicity and
medicine outcomes | ease of financial
(quality of sustainability
processes)

Productivity Patient
and number | needs (risk
of services | acceptance)

E'(;ba't _ European countries +
udge
_ 1990s/2000s
Per diems (+) O (—) (+) /0O
SISiI;nGpSle ol [if (_ff) [if insuff

) if insufficient if insufficient . .
(based on — [services/  onsideration of considegaion of (=)/0 (=)/0
diagnosis) case] severity] : )

debekll > “dumping“ (avoidance), “creaming® _
Quality ang . T8 - “« T
NS (selection) and “skimping” (undertreatment) )

SINEERE - up/wrong-coding, gaming



"Empirical evidence (I): hospital activity
and length-of-stay under DRGs

* X %
* _ o EUro

:;iiDRG
Country |Study Activity ALoS
US, 1983 | US Congress - Office of v v
Technology Assessment, 1985
Guterman et al., 1988 \ 4 \ 4
Davis and Rhodes, 1988 v v
Kahn et al., 1990 \ 4
Manton et al., 1993 v v
Muller, 1993 \ 4 \ 4
Rosenberg and Browne, 2001 v v
Funding Models to Support ("
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European
countries
1990s/

2000s

Funding Models to Suppo

Country Study Activity ALoS
Sweden, Anell, 2005 \ 4
early 1990s Kastberg and Siverbo, 2007 v
Italy, 1995 Louis et al., 1999 v \ 4
Ettelt et al., 2006
Spain, 1996 Ellis/ Vidal-Fernandez, 2007
Norway, Bigrn et al., 2003
1997 Kjerstad, 2003
Hagen et al., 2006
Magnussen et al., 2007
Austria, 1997 Theurl and Winner, 2007 v
Denmark, 2002 | Street et al., 2007
Germany, 2003 | Bocking et al., 2005 v
Schreyogg et al., 2005 v
Hensen et al., 2008 v
England, Farrar et al., 2007 \ 4
2003/4 Audit Commission, 2008 \ 4
Farrar et al., 2009 \ 4

Quality and Sustainability
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Empirical evidence (ll):
costs under DRGs

* X %
* _ o EUro

% DRG

o K

Country Study Costs
Unit Total

US, 1983 Guterman et al., 1988
slower rate

Sweden, Anell, 2005
early 1990s Kastberg and Siverbo, 2007
Spain, 1996 | Ellis/ Vidal-Fernandez, 2007

slower rate

England, Farrar et al., 2007 v

2003/4 Farrar et al., 2009 \ 4
Funding Models to Support ‘ 3
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“Incentives linked to different forms of
hospital payment

Appropriateness
o . and adherence to Administrative
Productivity Patient . . D
. evidence-based Quality of | simplicity and
and number | needs (risk v . .
! medicine outcomes | ease of financial
of services | acceptance) . D
(quality of sustainability

processes)

(—)

Simple
+ [cases]
DRGs . _ [if insufficient [if insufficient (—) /0 (—) /0
(based on [services/  onsideration of consideration of
diagnosis) case] severity] necessary services]
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So then, why DRGs?

To get a common “currency” of hospital activity for

* transparency - performance measurement
—> efficiency benchmarking,

 budget allocation (or division among purchasers),
* planning of capacities,
* payment

Funding Models to Support

Quality and Sustainability 3
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For what types of activities?
Scope of DRGs — the “DRG house”

*

**i‘,;}*Euro
*>DRG
e Kk
Excluded costs, ‘
e.g. investments
e.g. teaching, research Other activities
e.g. psychiatric or Patients excluded from
foreign patients DRG system
e.g. high-cost services | “Unbundled” activities
or innovations for DRG patients
Possibly mixed with Outpatient
Day cases .
global budget or FFS clinics -
Funding Models to Support v ‘ ‘
Quality and Sustainability .
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DRG scope: Limited to inpatients
(and some day-cases=) in Germany

**J ,;}"** Euro

* ~DRG

e Kk

Post-hospital care
(GPs, Specialists,
Rehabilitation)

Pre-hospital care
(GPs, Specialists)

Discharge to GP,
Referral by GP specialist or
or specialist 1 | . rehabilitation
i Day-surgery i

Highly specialized care on in-and outpatient basis
(e.g. Cystic fibrosis)

R\
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Scope in the Netherlands: DBCs
(diagnosis-treatment combinations)

Inpatient acute care incl. ICU

Ambulatory %

>

>

. specialist
care
Hospitalisation —

o)
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7
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Ambulatory specialist
care
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| The growing scope of DRGs in
Europe

**,t;t* Euro
1 ->DRG
* gk
Country Inpatient Outpatients Psychiatry Rehabilitation
Austria X ? ? ?
England X X starting 2012 ?
Estonia X starting 20xx ? ?
Finland X X ? ?
France X X starting 20xx starting 20xx
Germany X - starting 2013 -
The Netherlands X X ? ?
Ireland X X - ?
Poland X starting 20xx starting 20xx starting 20xx
Portugal X ? starting 20xx ?
Spain X starting 20xx ? ?
Sweden X X ? ?

Funding Models to Support
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The DRG logic % \DRG
1st step = patient classification / grouping

medical and management
decision variables

patient variables

gender, age,
main diagnosis, other
diagnoses, severity

mix and intensity of procedures,
technologies and human
resource use

Group of patients
with homogenous

resource
consumption
= DRG
: {®
Funding Models to Support
Quality and Sustainability
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2nd step = Price setting (I)

] ] medical and management
patient variables decision variables

gender, age,
main diagnosis, other
diagnoses, severity

mix and intensity of procedures,
technologies and human
resource use

. DRG = cost weight X base rate
reimbursement

Funding Models to Support

Quality and Sustainability

A Pan-Canadian Dialogue ] ’
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2nd step = Price setting (I1) +PRG

determinants of hospital costs

* structural variables on
. . medical and management hospital/ regional/
patient variables decision variables national level

gender, age,
main diagnosis, other
diagnoses, severity

mix and intensity of procedures,
technologies and human
resource use

e.g. size, teaching status;
urbanity; wage level

. DRG = ” cost weight “ X l‘ base rate ’l
reimbursement

+
CAVE con fusj adjustment factors
ng terminOIOgy "
Funding Models to Support acro COUntrie ("
Quality and Sustainability S/ 0
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Essential building blocks of  /spre
DRG systems

Data collection @

» Demographic data
e Clinical data

¢ Cost data
e Sample size,
regularity

Actual @
reimbursement

Pat'e.n.t . o Cost weights . Volu'me limits
classification « Baseratels) * Outliers

R e Prices/ tarifs * High C.OSt. cases
* Average vs. “best” * Negotiations

® Diagnoses

® Procedures
e Severity
* Frequency of revisions

_ -
Funding Models to Support _ ‘ ‘
Quality and Sustainability hie A
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C h O O S i n g a P C S : Patient classification

system

copied, further developed "=

¢ Procedures

? * Severity
O r S e - ev e O p e . ® Frequency of revisions
| France | Spain | usAa Portugal | USA | Ireland | Australia I Germany | USA I Finland | Estonia | Scandinavia Sweden I England | Poland |Austria |Netherlands
1977 | Yale DRG | 1977
ale < A I, 'PI.-
1978 —No/mi devel 1978
o / minor own developments—
Th t-grandfath
e great-grandaratner — ajor own development
1980 . . 1980
€ Joint develc
1981 1981
1982 1982

1983 HCFA-DRG 1983
1984 1984
1985 HCFA-DRG 2.0 1985
1986 GHM 1986
1987 1 HCFA-DRG 4.0 1987
1988 | AP-DRG II 1988

The grandfathers

1990 1990

1991 APR-DRG HCFA-DRG 8.0 | 1991

1992 AN-DRG 1.0 | | HRG 1 | 1992

1993 1993

1994 1994

1995 AP-DRG 12.0 | | HCFA-DRG 12.0 ll 1 1995

1996 NordD@l(—| NordDRG |—{ NordDRG swe 1996

1997 GHM LKF 1997
1998 AR-DRG 4.0 1998
1999 AR-DRG 4.1 1999

The fathers =

2001 —| AP-DRG 18.0 | | CMS-DRG 18.0 | 2001
AR-DRG 5.0 |

2002 2002
2003 [spain K [ retana 1 [(s-ora | NordDRG Est k—| NordDRG ERGE— 2003
2004 AP-DRG 21.0 L |e|—| AR-DRG5.1 | 2004
2005 [ iretand [ oec | 2005
2006 [spain ! | AP-DRG 23.0 | 1Y Portugal 2006

2007 J J 2007

2008 [ spain Jer'{ AP-DRG 25.0 | AR-DRG 6.0 [ mspre25.0 ] Ifﬂ 2008

2009 L Irefand 2009

2010 |, [spain J [ NordDRG Est k— NordDRG | 2010

N N\ W N J N

m Spain | UsA | Portugal ‘ USA m Australia USA | Finland | Estonia IScandinavial Sweden Poland |Austria Netherlands
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C | aSS ificati O n Vari ab | eS Patient classification *;\;DRG

system

and severity levels in

* Procedures

] ¢ Severity
Eu ro pean D RG_' Ike PCS ® Frequency of revisions
AP-DRG AR-DRG G-DRG GHM NordDRG HRG JGP LKF DBC
Classification Variables

Patient characteristics

Age X X X X X X X X -
Gender - - - - X - - - -
Diagnoses X X X X X X X X X
Neoplasms / Malignancy X X X - - - - - -
Body Weight (Newborn) X X X X - - - - -
Mental Health Legal Status - X - - - - - -

Medical and management decision varighla

Admission Type = - X X - -
Procedures X X X X X X
Mechanical Ventilation X - - - - -
Discharge Type X X X X - -
LOS / Same Day Status X X X X - -
Structural characteristics
Setting (inpatient, outpatient, ICU etc.) - - - X - - - - X
Stay at Specialist Departments - - - - = - - X -
Medical Specialty - - - - - - - - X
Demands for Care - - - - - - - - X
Severity / Complexity Levels 3* 4 unlimited  5** 2 3 3 unlimited -

Aggregate case complexity measure - PCCL PCCL X - - - - -

PCCL = Patient Clinical Complexity level

* not explicitly mentioned (Major CCs at MDC level plus 2 levels of severity at DRG level)
** 4 |evels of severity plus one GHM for short stays or outpatient care



PCS: the German approaCh Patient classification

system

* Diagnoses

® Procedures

¢ Severity

® Frequency of revisions

Casedata

Implausibility of major diagnosis,
medical procedures, demographic
characteristics etc.

Transplantation,
ventilation etc.

Error DRG ;
Major Pre-MDC
diagnosis
MDC1 MDC2 MDC3 MDC 23
lMajor diagnosis
_+atleastone +no surgical procedure, but one other procedure + no (essential) procedure for
NB: Three partitions surgical procedure being essential for the respective MDC the respective MDC
9 f t L J + Y
eliz el e surgical Other Medical
surgical procedures! Partition Partition Partition
Basis DRGs
(G-DRG Version 2010 : n=594)
n=294 l n=300
No significant differencesin Co-morbidity, medical procedures, Significant differencesin
the resource comsumption age, clinical severity, complication, the resource comsumption
Funding Models to cause of hospital discharge v

Quality and Sustair 50% lit uisplit — On ave rage 3
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Basic characteristics of
DRG-like PCS in Europe

2500
2000
%)
o
S
o
O 1500
[T
s}
o
=z
1000
f ~ ~ ~ ’L——=0
—t——8— . . * . .
500+ —_
I I I I I I
2000 2002 2004 2006 2008 2010
Year
e ——e—— AP-DRG (Spain) —— HRG
: ,asx Euro ——e—— AR-DRG (Ireland) —o—— JGP
*;’:\lDRG ——e— G-DRG —e— LKF
——— GHM NordDRG (common version)

Patient classification
system

* Diagnoses

* Procedures

¢ Severity

® Frequency of revisions

AP-DRG AR-DRG G-DRG GHM  NordDRG HRG JGP LKF DBC
DRGs / DRG-like groups 679 665 1,200 2,297 794 1,389 518 979 =30,000
| MDCs / Chapters 25 24 26 28 28 23 16 - -
' Partitions 2 3 3 4 2 2% 2% 2*

o

» November 25 and 26, 2010
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AF-DRG  AR-DAS G-DRG HordDRG GEM BRG JaEE
(8T8 {655 (1200 $Ta4y (2237 [SR-1.5-3) ©51E} LETE

Ere-MOC

Hervous System

Ear, Nose, Mouth & Throat

Respirstory Swyotem

M D ‘ : Circulmtory Sy=tem

n vascular Diseases {only JGF)

d I I I e I e I IceS Digestive System
a C ro S S D R G Hepatobiliary System & Pancceas

| Musculoskelecal System & Connective Tissue

Skin, Subcutanseus Tissue & Breast

Breast Preblem {only HordDRGH
Burn=s

Patient classification
system

Endocrine, Nutrirticnal & Metabolic System

midney & Urimasry Trast
¢ Diagnoses
¢ Procedures Male Reproductive System
¢ Severity
® Frequency of revisions

Female Reprodustive System

Pragrnancy, Childmirth & Puerpariuom

Newporn 4 Cther MNeconates (Ferinatal Feciodl

BElsed £ Bleosd Forming Organs & Lrmunelegical Disorders

Myeloproliferative DDs (Poorly Differentiated Neoplasms)

Infecticus & FParasitic OO0

Funding Models to supp Human Immunodsficiency Wirus Infectisn
- ! ey Mental Dilseases & Disorders
Quality and Sustainabilit Aleonol/Drug Use or Induced Mental Dissrders —
I
A Pan_canadian Dialogue Injuriesz, Poison & Toxie Effect of Drugs —
Multiple Significant Tsauma
)} No\f'ember 25 and 26? 2( Factsor= Influencing Health Statuos
Emna
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. . " »~DRG
Main questions relating to data ™+
collection
Clinical data
—> classification system for diagnoses and
—> classification system for procedures
Data collection C ost data
SempE e —> imported (not good but easy) or
: Cosrdtn > collected within country (better but needs
i standardised cost accounting)
Sample size
—> entire patient population or
- a smaller sample
Many countries: clinical data = all patients;
L cost data = hospital sample d

Quality and Sustainabikity with standardised cost accounting system

A Pan-Canadian Dialogue ] ’
» November 25 and 26, 2010
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Diagnosis and procedure coding *:Pke
across Europe

Country Diagnosis Coding Procedure Coding

Austria ICD-10-AT Leistungskatalog

England ICD-10 OPCS - Office of Population Censuses and Surveys

Estonia ICD-10 NCSP - Nomesco Classification of Surgical Procedures

Finland ICD-10 NCSP - Nomesco Classification of Surgical Procedures

France ICD-10 CCAM - Classification Commune des Actes Médicaux

Germany ICD-10-GM OPS - Operationen- und Prozedurenschlissel

Ireland ICD-10-AM ACHI - Australian Classification of Health Interventions

The Netherlands ICD-10 Elektronische DBC Typeringslijst

Poland ICD-10 ICD-9-CM

Portugal ICD-9-CM ICD-9-CM

Spain ICD-9-CM ICD-9-CM

Sweden ICD-10 NCSP - Nomesco Classification of Surgical Procedures

(almost) no uniform standard available :

Funding Models to Support standardised (

Quality and Sustainability
A Pan-Canadian Dialogue L
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Cost accounting in hospitals: How Germany does it

Cost- Element Groups

Labour costs of the administrative and

1. Labour costs of the other medical staff
Labour costs of the nursing staff

4p: Drug costs (individual costs/ actual

Ga: Material costs (without drugs,

Gb: Material costs (individual costs/

actual consumption, without drugs,

8. Non- medical infrastructure costs

E 1]
T &
1] L]
= a
= E
& w S
— = =
] m ]
e | ® = = = =
| @ — E = ®| E
w5 s 5 = B
8| 2 FE £ £ 2| =
£|6 o2 § = =88 £
Gow 2| = S i E E|l &
Labour Material Infrastructure
1: Normal ward = 2w 11 12 13 | 14a 14b 1.6a 1.6b 1.7 1.8
® 2 Intensive care unit E‘E E E 21 22 23 |24a 24b 245 263 2.6h 2.7 2.8
= |3: Dialysis unit == 31 23 33 |34a 34b - 3ba 36b 3T 3.8
-‘.'.".IE 4: Operating room 41 - 43 | 443 44b 45 46a 46b 47 48
@ |27 Anaesthesia = 51 - 53 |54a 54b - bHba 5H6b 5T 5.8
‘E 6: Maternity room - E 61 - b3 |64a b64b - 66a bbb 6.7 6.8
O |7: Cardiac diagnostics/ therapy = f1 - 73 |74a 74b 75 7T6a 76b 7.7 7.8
+ |8: Endoscaopic diagnostics/ therapy S E 81 - 683 |6d4a 64b B85 8B6a B6b 8.7 5.6
S |9: Radiology E"; 91 - 93 [94a 94b 95 96a 96b 9.7 9.8
10: Laborataries = 101 - 103 |104a 104b 105 106a 106b | 107 108
11: Other diagnostic and therapeutic areas 111112 113 |114a 114b 115 116a 116b | 117 118
Funding Models to Support ‘ 3
Quality and Sustainability
A Pan-Canadian Dialogue L ;

» November 25 and 26, 2010
L.



- MDC 14 Schwangerschaft, Geburt und Wochenbett -

0600: Vaginale Entbindung ohne komplizierende Diagnose -
14 | MDC 14 Schwangerschaft, Geburt und Wochenbett | Anz. DRG: 26| M: 81952
rFallzahl Mormallieger - —Verweildauer —PCCL —————— —Geschlecht —————— —alter
29.835 Kurzlieger 10,30%: 0 80,55% Maninlich 0,00% < 2B Tage | 000%| 30-39Jahre  46,60°%
v. MDC: 36;41% Nﬂrn‘l.a"ieger B?r 2280 i DrDD oy, WE|bI|d"| 100 ,|:||:| B BT, -<11shr 0, 000G 40 - 49 Jshre 2,5605
Langlieger 2,48% 9 3 54%, Unbestimmt 0,00% 1-23hre  000%| 50-54Jshee | 0,00%
v.gesamt:  1,49% iT it Abschl 1 L 3-Skzhre | 0.00% 55-593shee | 0.00%
e - 10,71% | —Fallkosten 6-91zhve | 0,00%| 60-64lalve  0.00%
1. Tag zus. Entgelt 7 i 3 deinf B ol
E 0,10% ] | Arith. MW 1.418,78 10-15Jahre  0,12% 65-74Jahee  0,00%
r Bewertungsrelation — Mitt. arithm. YWD 3.5 Std. Abw 43806 . -
0,541 Standardabw. VWD 1,0 Profil drucken... o 18-29Jabve 49.50% B0 Jahreu, Sher  0.00%
Hauptdiagnosen I Mebendiagnosen I Prozeduren Kosten | Recherche
Personalosien: Sachkosien: Pers.- u. Sachkosken:
Arzficher | Plegedienst | med.fiechn, Aransimise! Impilaniziz / Ubriger med. Bedar med. nicht med.
Dicnst Dicns=t Tran=plani. nfrzsiukiur | inkFasrukiur
Kosienbersich | 2 3 LE] b 5 &a &b T ] Summe
01. Normalsta$ion 04,4 2382 228 11,5 1,5 0,0 18,0 0,3 52,7 2358 675,32
b (02, Ininsiveizion 0,0 0,0 0,0 0,0 0,0 00 00 1] 0,0 0,0 0,1
{4. OP-Bereich 07 0,0 07 0,0 0,0 0,0 0,2 0,0 02 0.8 27
05. Andzhesic 10,3 0,0 5.4 1,2 0,1 0,0 28 0,0 i3 43 254
0. Kreifzad 13,7 0,0 3288 17,3 0,2 0,0 u7 0,0 25,1 1412 6837
(8. Endoskopizche Diagnossk / Ther 0,0 0,0 0,0 0,0 0,0 0,0 0.0 0,0 0,0 0,0 0,1
08. Radiclogie 0,2 0,0 03 0,0 0,0 0,0 0,1 0,4 0.2 0,3 1,0
10. Labaraiorien 2.2 0,0 84 03 0,2 0,0 54 1,8 07 37 23,7
11. Ubrige diagnosfsche und theraps 6,2 0,1 11,2 0,2 0,0 0,0 20 0,1 14 57 26,8
InEK cost data browser: Average costs for normal birth without co-
morbidities or complications in German cost calculating hospitals
Summe: | 23?:?| 23.2.:4| 3??:5| 0, 5-| 1 ;a| -:-:-:|| -:-4:5| 2:5| 21 :?| 384 1 | 1 .4-2.:a.|




Price setting

How to calculate costs and
set prices fairly

« Based on good quality data (not possible if cost
weights imported)

 Average costs vs. “best practice”

 “Cost weights x base rate” vs. “Tariff + adjustment”

Funding Models to Support ‘ X
Quality and Sustainability —

A Pan-Canadian Dialogue L] ’
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Price setting

How to calculate costs and -
. . e Prices/ tarifs
set prices fairly
“cost weight” “base rate” or
(varies by DRG) adjustment
1.0-1.32
X
England £3000 (varies by hospital)
1.0 (+/-)
France € 3000 X (varies by region and
hospital)
Germany 1.0 STl

(varies slightly by state)

Funding Models to Support ‘ .
Quality and Sustainability e
A Pan-Canadian Dialogue . '
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Cost calculation and price

setting — country experience

Price setting

¢ Cost weights

* Base rate(s)

o Prices/ tarifs

* Average vs. “best”

Cost data collection methodology to determine payment rate

Sample size
(% of all hospitals)

Cost accounting
methodology

All NHS hospitals

Top down

Calculation of hospital payment

Payment
calculation

Applicability

Volume/
expenditure limits

» MNovember L5 and 26, 2010

Direct (price)

Nationwide (but
adjusted for
market-forces-
factor)

No (plans exist for
volume cap)

99 hospitals
(5%)

Mix of top-down
and bottom-up

Indirect
(cost-weight)

Nationwide (with
adjustments and
separate for public
and private
hospitals)

Yes

253 hospitals
(13%)

Mainly bottom-up

Indirect
(cost-weight)

Cost-weights
nationwide;
monetary
conversion state-
wide

Yes

Resource use: all
hospitals; unit
costs: 15-25
hospitals (24%)

Mainly bottom-up

Direct (price)

List A: nationwide
List B: hospital
specific

List A: Yes
List B: Yes/No
L



*
**} X Euro

Being aware of strategic behaviour *:3P¢
of hospitals in times of DRGs

Options to avoid deficits under activity based payments

Revenues
Increase revenues
Costs/ ) .
(right-/ up-coding;
negotiate
extra payments)
............ R OO
! / Total costs
| i
1 i
1 i .
—— — DRG-type payment
________________ Reduce costs (personnel,
,,,,,,,,,,, cheaper technologies)
< ..........
Reduce LOS LOS -
Funding Models to Support ‘ .
Quality and Sustainability .
A Pan-Canadian Dialogue - ’
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How DRG systems try to L. \DRG
counter-act such behaviour:
1. long- and short-stay adjustments

Revenues 1
Short-stay Inliers Long-stay
Actual . .
: outliers outliers
reimbursement
® Volume limits
e Qutliers
¢ High cost cases
¢ Negotiations
Deductions Surcharges | g
(per day) (per day)
Funding Models to Support Lower LOS Upper LOS ‘ ‘
Quality and Sustainability threshold threshold g
A Pan-Canadian Dialogue . 4 ' J
&
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How DRG systems try to

** G5 % Euro

b ~,\DRG

counter-act such behaviour:
2. FFS-type additional payments

England Germany Nether-
lands

Payments per Several
Actual hospital stay possible
reimbursement
Payments for Unbundled Séances GHM for  Supplementary No
* Volume limits specific high- HRGsfore.g. e.g.: payments for e.g.:
: giljgtrlmli:st s cost services -Ifhdgmotherapy . Chgmotherapy . Chgmotherapy
« Negotiations *Ra |oth.era|?y -Radlotherapy -Radlotherapy
*Renal dialysis *Renal dialysis *Renal dialysis
*Diagnostic *Diagnostic imaging
imaging Additional *High-cost drugs
*High-cost drugs payments:
*ICU
* Emergency care
* High-cost drugs
Innovation- Yes Yes Yes Yes (for
Funding Models to Support related add’l d rUgS)
Quality and Sustainability payments

A Pan-Canadian Dialogue .
» November 25 and 26, 2010 » =



Actual
reimbursement

¢ Volume limits
¢ Outliers
¢ High cost cases
¢ Negotiations
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How DRG systems try to L/ \DRG
counter-act such behaviour:
3. adjustments for quality

England & Germany: no extra payment if
patient readmitted within 30 days

Germany: deduction for not submitting quality
data

England: up 1.5% reduction if quality
standards are not met

France: extra payments for quality
improvement (e.g. regarding MRSA)



List B-DBCs as basis for price [

negotiations in the Netherlands

¢ High cost cases
e Negotiations

Table 1 Negotiated prices in 2007 and 2004 for seven list B DBCs at four health insurers

2004 price (€) Minimum 2007 price (€) Maximum 2007 price (€)  Mean 2007 price (€) Price increase (%)
Hip replacement 8571 7603 11370 9097 6.3
Knee replacement 10228 9097 13000 10746 anll
Inguinal hernia repair 2163 1529 3088 2254 4.2
Diabetes 409 385 1027 483 18.1
Tonsillectomy 740 433 1498 800 8.1
Cataract 1317 1044 1599 1381 4.8
Spinal disc herniation 3046 2413 5778 3308 8.6
: ‘ b
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Implementation: Not from one day
to the next - the long way of DRG
introduction in Germany

2000-2002 2003 - 2004 2005 - 2009 2010 - 2014
2) Budget-neutral 3) Phase of convergence . . .
phase to state-wide base rates 4) Discussion on Policy
Hospital specific base rate * Nationwide base rate
c Historical Budget
-g (2003) * Fixed or maximum prices
©
© . . -
Q. l * Selective or uniform negotiations
S , 25%
S Transformation Statewide * Quality Assurance (adjustments)
o base rate 259
(7]
e l * Budgeting (amount of services)
o
=) DRG-Budget * Dual Financing or Monistic
(2004)
Hospital specific base rate
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Conclusions

European countries have developed — and are continuously
modifying — their own DRG systems, which

» classify patients into more groups,
* give a higher weight to procedures and to setting,

« base payment rates on actual average (or best-practice)
costs,

* pay separately for high-cost and innovative technologies,
 are implemented in a step-wise manner, and

thus reduce, or even avoid, the potential of risk selection
and under-provision of services.
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The EuroDRG project

EuroDRG: project partner institutions from 13 countries
Book on DRGs in Europe

Mapping of grouping algorithms

Analyses of determinants of hospital costs

*

 Eaf

* c0pKk Euro

‘l:r DR @G http://www.eurodrg.eu/
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