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How to Improve Health and Be Able to Afford It

Key Questions

 Which services should be delivered in China? ?

» To whom should they be offered? BEERERRN 1% E 23X
EHRS ?

« 'Who should provide them? RN IR % ?

« At what price? 20 EH ?

- Who should pay? if3RCe ?

+ Should patients contribute? & A 2% N iZ%&H —EF53 %
B2 7
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Key Questions

« Which services should be delivered in China? ?
« To whom should they be offered? WEEREAN 1% FE X
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« 'Who should provide them? RN IR % ?
At what price? Z{JEH ?

- Who should pay? if3RCe ?
+ Should patients contribute? & A 2% N iZ%&H —EF53 %
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It depends
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Overview JE A -

How to Improve Health and Be Able to Afford It

« Change Spending Focus from ‘How Much’ to ‘How
Well’ fBFfE RS DB T NS i”

- Important Role of Supply and Demand Factors fit>k[
RHEEAA

- New Approach: “Clinical Nuance” 35 : “lRFRO4HEL
Rl
o Alternative Payment Models f BRI
o Patient-Centeredness LL%E Ay up,

 Economic Considerations 22572 &

« Alignment of Provider and Consumer Incentives #i#
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How to Improve Health and Be Able to Afford It

- Innovations to prevent and treat disease have led to
impressive reductions in morbidity and mortality Fii

B BV T B R W A A AARE T RRS3E TR

- Despite evidence of clinical benefit, high-value

services are underused across the spectrum of care X
2 ARKRIIERESA » BHERSEET RESEE NI A
yiwaglhsc

= Screening Tests }Z& R

» Clinician Visits 5ti2

= Prescription Drugs ZA 5%

= Surgical Treatments &R J&77
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How to Improve Health and Be Able to Afford It

- Increases in medical expenditures are the principle
health policy focus in US and abroad =T 5
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Government BUFf
Private Industry FAA {4\
Individual Consumers MEHEEHE

 Little attention is spent on the amount of health we
receive for the money spent (value) 1BV HE AREFTIM
PriEHER_EFeEWERT %/

 We must turn our attention from how much we
spend to how well we spend on health care
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Important Role of Supply and Demand Factors

“Supply side” initiatives that
attempt to change practice
behavior are the principle US
health policy strategy aimed at

R LB KBTI R
ﬂm%*@xﬁAﬁ%mﬁﬁﬁm

e Clinicians IfRE4E
« Clinics 27
- Hospitals [E[x

sl



Important Role of Supply and Demand Factors

Fee for Service (FFS) is the dominant US payment
method B%% (FFS) R HRMNEEMNEH L

« Each service paid separatelyf XRS5

- Payment depends provider type {3xBURTFIREF B
%

- Payment not usually based on clinical outcome f1&X
BHEAREILERITIEL

- Encourages quantity not quality of care S E

FHE

FFS payment is not aligned with the goals of
evidence based medicine

FFSHZ = ST HT B RE R —8 \-BIl




Important Role of Supply and Demand Factors

“Demand side” initiatives aimed to change
patient behavior also play an important role in

US health policy strategies §7E8 2 AfTHEI“ER
I3 EBH T S E E R R BRI B F EE

- “Patient-Centeredness” - the consideration of
personal preferences in treatment decisions “LLJ%
AN —TEBTT R BN AR

- Patients are being asked to pay a greater
percentage of their health care costs Ji5 AfFERTE
BT AR P REE SRR B
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In Setting of “Patient- Centeredness”, US Consumers

are Paying a Greater Percentage of their Health Care
ERSNLLUR AL BETTARET - EERHTREEEREILE R ER L pIns A

Change since 2007 in employees' and employers' health care costs per
enrolled employee, in 2013 dollars

25%
20%

Employees’ costs
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Employers' costs
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0% —€

-5%

2007 2008 2009 2010 2011 2012 2013
Source: Authors' calculations based on Health Care Cost Institute, “Out-of-Pocket Spending Trends (2013)" (2014), available at
http//www.healthcostinstitute.org/files/18%205%2010-28-14.pdf; personal communication from Amanda Frost, senior researcher,
Health Care Cost Institute, Washington, D.C, October 28, 2014; Agency for Healthcare Research and Quality, "Medical Expenditures Panel
Survey: Insurance Component,” available at http//meps.ahrq.gov/mepsweb/survey_comp/Insurance.jsp (last accessed January 2015).
See Appendix A for details.



Pathway to Better Health and Lower Costs

Inspiration ;A2 5 4/ E T H/DRYTETR YRR

“I can’t believe you had to spend a million
dollars to show that if you make people pay
more for something, they will buy less of it.”

Barbara Fendrick (my mother)

“BREABEEIRBEELT—H IRZERIEHI A
e BN FAERPETCRY S - sl aSKryRD -

Barara Fendrick (F:HYR
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1in 4 Americans Report Problems Paying Medical Bills

Va1 5% B AR TR S S $E B= J7 5 H

60% -
53%
20% - 47%
40% - 37%
30% - 29%
26% 26% 26%
23%
20% - 19%
10% -
0% T T T T T T T T
Uninsured Income Adults 18-64 HDHP All private

<$50,000 insurance

V-BID

Source: Kaiser Family Foundation/New York Times Medical Bills Survey



Understanding

CLINCAL NUANCE

Clinical Services Differ
in the Benefit Produced

NELESIER !w
2 @

Office Diagnostic Prescription
Visits Tests Drugs

e




Consumer out-of-pocket costs are the same
for every clinician visit within a network

FR— M N BRI R -

Cardiologist Dermatologist
Post Heart-Attack Mild Acne
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Consumer out-of-pocket costs are
the same for all diagnostic tests
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HBVE BT A AR E Didegial e — ey -

Blood Sugar CT Imaging
Monitoring for Back Pain



Consumer out-of-pocket costs are the same
for drugs within a formulary tier
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Anti- Toenail Heartburn
Depressants Fungus RXx Treatment




@ The Clinical Benefit Derived
From a Service Depends On...

EID"‘HI%&EO IR AZ 2 BT
® o
Tel

Who Who ~ Where
receives it provides it it's provided
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Clinical benefit depends on who receives it

Example:
Screening for
Colorectal Cancer

Screening
Recipients

iiiiiiiiiiiiiiiii

First-degree _ 30 year old with
relative of colon Average risk no family history
cancer sufferer 50 year old of colon cancer



Clinical benefit depends on where it is provided
R K B MR e

Ambulatory
Care Center

Hospital




Implementing Clinical Nuance

[falue-Based Jnsurance Design

Sets cost-sharing to encourage greater
utilization of high-value services and providers
and discourage use of low-value care

* Successfully implemented @Vﬁ“ﬂw

by hundreds of public
and private payers

- MERKELE L ERAF FOLLOW THE MONEY
SCERRIHEE Cwis AWV
AN SC3E B T SE i Erom \One SIZ¢ Fits A "




How to Improve Health and Be Able to Afford It

* The transformation to evidence-based medicine has
important implications for how clinical services will
be delivered and paid for BFBAFE A BT Yo H AL
XHETRSTE£ERE N

V-BID



Delivery of Evidence Based Medicine:
Positive Outcomes for Key Stakeholders #:EYT, iR
fit. FER| 2R AHCH RS B KAk

CONSUMERS ~ PAYERS >  PROVIDERS >,

R . oy Enhances
Improves - [Promotes efficient #58 b qtient-centered
access = = expenditures c;}_' outcomes

§ = &
Lowers out- Reduces @ Alignswith B

of-pocket costs wasteful spending provider initiatives
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Putting Innovation into Action:
Translating Research into Policy

Patient Protection
and Affordable

Care Act
Medicare

State Health
Reform

High Cost Drugs

Payment Reform




Patient Protection and Affordable Care Act: Selected

Preventive Services Provided at NO Consumer Cost

Over 137 million Americans have received expanded
coverage of preventive services i3 —{Z=TtEBHAEEA
BT e BB AR 55

* Screenings and counseling receiving an A or B rating
from the United States Preventive Services Taskforce
(USPSTF) #3%fK5E. BHRS, NEEBP RS TEHFBREIA
BRI PR

 Immunizations recommended by the Advisory
Committee on Immunization Practices (ACIP) H4%E 1T

VB IR B3 o FHERF IR T T
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How to Improve Health and Be Able to Afford It

Clinician and patient incentives for precision
medicine should aim to get the right service, to the
right patient, at the right time, by the right
clinician, at the right price StHIEE 5B AERARBEE
T RO E T IE AR E ST IR S5 1E IERR RV (B FHIEFR VR 4
LUE AR i8R B 45 IEFETRR A
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China Medical Insurance Reform
(3 + 1 Insurance Scheme, April, 2009)

Population of China

)

v v
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. Basic Medical Insurance ||Basic Medical Insurance
NCMS

for urban employees for urban residents

4 4 4

[ MA for the poor ]
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Collaborations Key Predictor of Success 5 1/E2<E
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Industry =I5 Academia FARF
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How to Improve Health and Be Able to Afford It

“Supply side” initiatives must change incentives to
from volume to value: “$#24L75” V5 E o3 5E R A EST
HIZINIEHEZ AR
- Comparative Effectiveness R

« Health Information Technology T4/ HH A

- High Performing Delivery Systems S 8EG £ LS
« Alternative Payment Models HA B
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How to Improve Health and Be Able to Afford It

“Demand side” consumer incentives should be
aligned with those of their clinicians to ensure
that care provided is patient- centered, high

quahty and cost-effective “5E3X 5" 1B Z ISV
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Impact of Aligning Physicians and Patients:

Financial Incentives to Lower Cholesterol 3E&£ 5% A
YRR ¢ [E{EHE EEERY < £ BURh
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Source: JAMA. 2015:314(18):1926-1935



How to Improve Health and Be Able to Afford Tt

The alignment of clinically nuanced, provider-
facing and consumer engagement initiatives is
a necessary step for precision medicine to meet
the “Triple Aim” of improving quality of care,
enhancing the patient experience, and
containing cost growth

AT KA Eﬁﬁ%ﬂﬁ% - E RE RN EIT
TRANEK =EHBR, RHETIMNENETT A=
vill I B&ﬂ%ﬂx}éﬁﬁﬂ’hﬂmfﬁ——%

sl



Thank you!
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www.vbidcenter.org
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