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European
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Austria 1997 Budgetary allocation Budgetary allocation, planning

England 1992 Patient classification Payment

Estonia 2003 Payment Payment

Finland 1995 Description of hospital Planning and management, benchmarking,
activity, benchmarking hospital billing

France 1991 Description of hospital activity Payment

Germany 2003 Payment Payment

Ireland 1992 Budgetary allocation Budgetary allocation

Netherlands 2005 Payment Payment

Poland 2008 Payment Payment

Portugal 1984 Hospital output measurement Budgetary allocation

Spain 1996 Payment Payment, benchmarking

(Catalonia)

Sweden 1995 Payment Benchmarking, performance

measurement, hospital payment
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9 DRG weight

‘ Relative weight ‘

Monetary conversion and
adjustments

Base rate, point value, etc. ‘

Structural adjustments: region,
wage level, etc.

‘ Outliers, additional payments ‘

|

chnische Unive:

Payment rate-setting mechanism

DRG-based hospital payment

6 ‘ DRG-based case payment ‘

DRG-based budget allocation ‘
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Choosing a PCS: copied, further developed or self-developed?
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DRG cost index

Classification Major e | i % of all % of all
i e i : : g .| Complications or Length of sta in | 3 =
oty variables  niagnostic)  Partition Procedure | Setting Primary Diagnosis L Age Death et ¥ DRG casesin  casesin | (1=reference
(DRG system) e Comorbidities (CC) (LOS) EoC  DRG | =)
% included EoC cases gory | | |
| A >69years -|MEL06‘01A 2.8% | [162
Austria r | | |
relevant 1. 1 |
(LKF 2008) Brcadire | tomy » <14 years . \|MEL06‘OIB\ m 1.21
97.4% of EoC cases
> 14-69 years 73.4% 1.00
66% | [148]
England
(HRG 4)
98% of cases
66% 1.00
71% 103
2.7% 100% 236 |
Estonia 165 10.1% 98.6% 153 ‘
(NordDRG V2003)
Rt 3.5% | [100% 147 |
5 1 ;
| appendicitis
e 82.7% 99.4% 100 |
cornplicated ; of Fi:56.0% || Fi:83.2% Fi:1.11
S SR e s
Finland icot0) | sw:22.0% || [sw:93.2% | sw:143
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(NordDRG .Swe V2008) gnost I 1 fsw:75.0% | [sw:933% | [sw:ioo |
99.2% of 1
e Tl S{Fi23a% | [ F7LI% Fi:0.82
1670 - -
L[Sw: 18% || Sw:83.9% Sw:0.43
; r 152
adhesiolysis or | | ‘ "{ 3-15 years | T 7“'{ G21A 0.6% 53.6% | |
> other small t 2 | 1.27
testinal surgery >15 years :74‘{ G218 3.9% | [113% |
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—— | ) ' ={withpecl>2 {39 vears 4 Gore
|system F complicated ;
| e TR | appendicitis A yers S0IC
Germany | diagnosis — |
: . (K35.0, K35.1 |
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= withPecLs2 | 10-15 years | A28 |
> appendectomy | {515 years 4Gzzc ]
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| other - |
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Age X X X X X

Gender - - - - X - - - -
Diagnoses X X

Neoplasms / Malignancy X

Body Weight (Newborn) X
Mental Health Legal Status -

Admission Type
Procedures
Mechanical Venti
Discharge Type
LOS / Same Day St

Setting (inpatient, BUTPa
Stay at Specialist Departments - - - - = - - X -
Medical Specialty - - - - - - - - X
Demands for Care - - - - - - - - X

! 19 # 41 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 levels of severity plus one GHM for short stays or outpatient care
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Cost data

-> imported (not good but easy) or

—> collected within country (better but needs
standardised cost accounting)

Clinical data
—>classification system for diagnoses and
—> classification system for procedures

Data Collection

@\ Clinical Data | Sample Size
— | - entire patient population or
- a smaller sample

Many countries: clinical data = all patients;
cost data = hospital sample
with standardised cost accounting system

9 November 2011 CHESS Seminar | Helsinki, Finland 11



130 Data Collection

| importfrom other countries |

lf Clinical Data 1

all hospitals top down microcosting
" All hospitals contracted by . .
the NHIE top down microcosting X
S MEEMENES MoeliElE bottom up microcostin X
(~30% of specialised care) P &
99 hospitals (~ 13% of mainly top down «
inpatient admissions) microcosting
125 hospitals mainly bottom up y
(~ 6% of all hospitals) microcosting
( . . .
' . unit costs: 15-25 hospitals . .
Yo (~ 24% of all hospitals) bottom up microcosting X
~ £ : .
2 $H1EP0 @RI IET: bottom up microcosting X

admissions)
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bELL Data Collection

I Cost-accounting systems

l Import from other countries ]

l Clinical Data ]

LOS data

all hospitals top down microcosting
" Al hOSpIE;I: lc\lo:ItFracted 2 top down microcosting X
S MEEMENES MoeliElE bottom up microcosting X
(~30% of specialised care)

99 hospitals (~ 13% of mainly top down

inpatient admissions) microcosting X
125 hospitals mainly bottom up

(~ 6% of all hospitals) microcosting

un|t costs: 15-25 hospitals
(~ 24% of all hospitals)
(~ 62% of inpatient
2 .
admissions)

bottom up microcosting

bottom up microcosting X
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9 DRG weight

‘ Relative weight ‘

Monetary conversion and
adjustments

Base rate, point value, etc. ‘

Structural adjustments: region,
wage level, etc.

‘ Outliers, additional payments ‘

|

chnische Unive:

Payment rate-setting mechanism

DRG-based hospital payment

6 ‘ DRG-based case payment ‘

DRG-based budget allocation ‘
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Costs/
revenues

~ 2) Increase revenue

|_____——-1b)'REoTl]ce intensity of services

1a) Reduce LOS LOS

9 November 2011 CHESS Seminar | Helsinki, Finland 15
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Incentives of Strategies of hospitals

DRG-based hospital payment

1. Reduce costs per patient a) Reduce length of stay

. optimize internal care pathways
o inappropriate early discharge (‘bloody discharge’

b) Reduce intensity of proyid

o e In treating patients for which the hospital has a competitive advantage
. select low-cost patients within DRGs (‘cream-skimming’)
2. Increase revenue per patient a) Change coding practice
o improve coding of diagnoses and procedures
° fraudulent reclassification of patients, e.g. by adding inexistent secondary diagnoses (‘up-
coding’)
b) Change practice patterns
o provide services that lead to reclassification of patients into higher paying DRGs
(‘gaming/overtreatment’)
3. Increase number of patients a) Change admission rules
° reduce waiting list
. admit patients for unnecessary services (‘supplier-induced demand’)
b) Improve reputation of hospital
. improve quality of services
° focus efforts exclusively on measurable areas

9 November 2011 CHESS Seminar | Helsinki, Finland 16
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9 DRG weight

‘ Relative weight ‘

Monetary conversion and
adjustments

Base rate, point value, etc. ‘

Structural adjustments: region,
wage level, etc.

‘ Outliers, additional payments ‘

|

chnische Unive:

Payment rate-setting mechanism

DRG-based hospital payment

6 ‘ DRG-based case payment ‘

DRG-based budget allocation ‘
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1. Applicability of DRG weights and conversion
rates

- hospital specific or uniform nationwide?

2. Type of Hospital payment

— DRG-based case-payment?
- Within or without global budgets?

— DRG-based budget allocation?

3. Percentage of total revenues related to DRGs
-2 Availability of other funding sources?

9 November 2011 CHESS Seminar | Helsinki, Finland 18
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The two elements of “DRG payment rates”

_—

X 2000 € = 3900 €
2 & 3000€ X 1.3 i 3900 €
130 points X 30 € ; 3900 €

9 November 2011 CHESS Seminar | Helsinki, Finland 19



Austria
England
Estonia
Finland
France
Germany
Ireland
Netherlands

Poland

Portugal

Spain (Catalonia)

Sweden

Country DRG weight Applicability of DRG weight elasaliaty
(unit) Relatlve wei ght
Score Nationwide
Raw tariff Nationwide
Relative weight Nationwide

} ;SR S
s T

Relative weight ationwide (8 districts), District-specific

(5 districts)

Raw tariff Na and private hospitals)
Relative weight Nationwide
(Adapted) Relative weight Nationwide
(separate weights for paediatric hospitals)
Raw tariff ationwide (67% of DRGS),
hospital-specific (33% of DRGS)
Score ionwide (separate tarj ergencies, elective cases,
day cases)
(Adapted) Relative weight Nationwide

(1) (Adapted) Raw tariff (1) Nationwide

(AP-DRGS); (AP-DRGS)
(2) (Imported) Relative weight (2) Region-wide (CMS-DRGs)
(CMS-DRGsS)

Nationwide,
county-specific (some counties)

Relative weight

9 November 2011
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Country Monetary conversion/ adjustment
factors

Austria
England
Estonia
Finland

France

Germany

Ireland

Netherlands

Poland
Portugal
Spain (Catalonia)

Sweden

(Implicit) Point value
Market forces factor
Base rate

Base rate

(1) Regional adjustment

(2) Transition coefficient (until 2012)

Base rate

Base rates

Direct (no conversion)

Point value
Base rate

(1) Direct (no conversion)
(2) Base rate

Base rate

Applicability of conversion rate /
adjustment factors
Depending on state

Hospital-specific
Nationwide
Hospital-specific

(1) Region-specific

State-wide
(1) Specific to one of four hospital peer
groups

Not applicable

Nationwide
Hospital peer group

(1) Not applicable
(2) Region-wide (CMS-DRGs)

County-specific

ARLL
Te

chnische Um'vm“ h E
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|

Monetary conversion and
adjustments

.se rate, point value, etc.

Structural adjustments: region,
wage level, etc.

| Outliers, additional payments ‘

9 November 2011
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DRG-based hospital payment

DRG-based case payment

QDRG-based budget allocation ‘

‘ DRG-based budget negotiation :

Austria
England
Estonia

Finland

France
Germany
Ireland

Netherlands

Poland

Portugal
Spain (Catalonia)

Sweden

DRG-based hospital payment model

revenues related to

DRG-based budget allocation
DRG-based case payments
DRG-based case payments

In 13 out of 21 districts:
DRG-based case payments (within GB)
DRG-based case payments, MLPC

DRG-based case payments (within GB)
DRG-based budget allocation

DRG-based case payments (within GB for 67% of
DRGs)
DRG-based case payments, MLPC

(1) DRG-based budget allocation (NHS)
(2) DRG-based case payments (health insurance)
DRG-based budget allocation (Catalonia)

DRG-based case payments with volume ceilings or
GBs (region-specific allocation methods)

% of hospital

DRGs

Varies

Varies

gL
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Other payment components

Per diems
GB, additional payments
FFS (33%), per diem (28%)
Varies
GB, additional payments
GB, additional payments
GB, additional payments

GB, additional payments

GB, additional payments

Additional payments

GB (based on structural index),
FFS, additional payments
Varies

9 November 2011

CHESS Seminar | Helsinki, Finland
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DRG-based case payment

DRG-based hospital payment

eka-based budget allocation ‘

‘ DRG-based budget negotiation

Austria
England
Estonia

Finland

France
Germany
Ireland

Netherlands

Poland

Portugal
Spain (Catalonia)

Sweden

1 |
: ﬂ“ ! Technische Um'vors“h E

DRG-based hospital payment model % of hospital Other payment components
revenues related to
DRGs
Per diems

DRG-based case payments

GB, additional payments

DRG-based case payments _ FFS (33%), per diem (28%)

DRG-based case payments, MLPC ~ 80 GB, additional payments
_ ~ 80 GB, additional payments
_ ~ 80 GB, additional payments
_ ~ 84 GB, additional payments

DRG-based case payments, MLPC GB, additional payments

~20 GB (based on structural index),
FFS, additional payments

9 November 2011
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DRG-based hospital payment

DRG-based case payment

ODRG—based budget allocation

‘ DRG-based budget negotiation

Payments for infrastructure
(e.g. buildings, expensive equipment)

Payments for non-patient care activities
(e.g. teaching, research, emergency availability)

Payments for patients not classified into DRG system
(e.g. outpatients, day cases, psychiatry, rehabilitation)

Additional payments for specific activities for
DRG-classified patients (e.g. expensive drugs,
innovations), possibly listed in DRG catalogues

Other types of payments for DRG-classified patients
(e.g. global budgets, fee-for-service payments)

(

(possibly adjusted for outliers, quality, etc.)

9 November 2011 CHESS Seminar | Helsinki, Finland 24
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Monetary conversion and
adjustments

{ .se rate, point value, etc. ‘

Outlier Payments st e e

| Outliers, additional payments ‘

Costs/
revenues

Inliers

Total costs

—

Rl = pl Deductions_ -~ | Surcharges
n o i
i i
pl—short """ : :
i i
Short-stay . Long-stay
outliers ! | outliers
Lower LOS/Cost Upper LOS/Cost LOS

threshold threshold
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Additional payments — selected countries

Several
possible
& Unbundled Séances GHM for  Supplementary No
& ( HRGs for e.g.: e.g.: payments for e.g.:
I * Chemotherapy < Chemotherapy * Chemotherapy
FAoherary conuerionand *Radiotherapy *Radiotherapy *Radiotherapy
adjustments *Renal dialysis *Renal dialysis *Renal dialysis
st ol cte | *Diagnostic *Diagnostic imaging
5*’““”'j:a:‘ff:::}f::zj FeEion; imaging Additional *High-cost drugs
| Outliers, additional payments | .ngh-COSt drUgs payments:
*ICU
* Emergency care
* High-cost drugs
; ! Yes Yes Yes Yes (for
' drugs)
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Adjustments for Quality

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

« England: up to 1.5% of hospital contracts are
related to achievement of quality standards

@ ===+ France: extra budget allocated for quality
improvement (e.g. regarding MRSA)
e . Germany: deduction for not submitting quality

data

9 November 2011 CHESS Seminar | Helsinki, Finland 27
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_ Payment rate

_ Frequency of updates | Time-lag to data Frequency of updates Time-lag to data

Austria

England

Estonia

Finland

France

Germany

Ireland

Netherlands

Poland

Portugal

Spain (Catalonia)

Sweden

Annual

Annual

Irregular (first update

after 7 years)
Annual
Annual
Annual

Every 4 years

Irregular

Irregular — planned

twice per year
Irregular

Biennial

Annual

2—4 years 4-5 years
Minor revisions annually; irregular  Annual
overhauls about every 5-6 years

1-2 years Annual

1 year Annual

1 year Annual

2 years Annual
Not applicable (imported Annual

AR-DRGsS)
Not standardized Annual or when

considered necessary

1 year Annual update only of
base rate

Not applicable (imported Irregular

AP-DRGs)

Not applicable (imported Annual

3-year-old CMS-DRGs)

1-2 years Annual

2—4 years
3 years (but adjusted for
inflation)

1-2 years

0-1 year

2 years

2 years

1-2 years

2 years, or based on
negotiations

1 year

2-3 years

2-3 years

2 years

9 November 2011
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 DRG-based hospital payment is the main method of
provider payment in Europe

* DRG-based hospital payment systems vary across countries

— Different DRG systems
— DRG-based budget allocation vs. case-payment
— Regional/local adjustment of cost weights/conversion rates

* To avoid unintended consequences:
— DRG-based payment is operated together with other payment
mechanisms
— OQOutliers and and high cost services are reimbursed separately
— DRG systems are continously refined (increasing number of
groups)
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 DRG-based hospital payment systems are
highly complex systems

but

* |f the are continously updated and monitored,
they have the potential to contribute to
increased trasparency, efficiency and quality in
hospitals
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Thank you very much for
your time and attention!

All slides are available on:
222 (

* % Euro g

*.~DRG

* 3 K
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