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Our mission: To improve the health of communities

Premier is the nation’s largest healthcare alliance 
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Agenda
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• Political Outlook 

• Health Reform
• Medicaid

• Exchanges

• Payment Cuts

• Value-Based Purchasing

• Readmissions

• Hospital-Acquired Conditions

• Bundled payment

• Accountable Care Organizations
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Accumulating hospital cuts

Cuts since 2010 and into the future
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The fiscal cliff deal

Unfinished business
Debt ceiling expires May 19
Sequestration
Physician payment fix
FFY 2014 Budget
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Obama budget calls for deep cuts to Medicare providers

• April 10, President Obama released a $3.77 T (FY) 2014 budget 
blueprint 

• $1.8 T in new savings and tax revenue over the next ten years
• Majority goes to replace sequester’s $1.2 T automatic spending 

cuts
• Fully paid ($2 in cuts for every $1 in new revenue) 
• $803.5 M for the operation of insurance exchanges
• $400 B in cuts over 10 years to Medicare and Medicaid

• $306.6 B in provider cuts 
• $67.8 B reductions due to beneficiary cost-sharing changes

• SGR repeal and replace similar to other congressional proposals
• NIH flat funded ($31 B)
• FDA + $800 M
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Obama budget calls for deep cuts to Medicare providers

Medicare
• Reduce bad debt payments ($25.5 B) 
• Reduce Graduate Medical Education payments ($11 B)
• Cuts to Critical Access Hospitals (CAHs) ($2.1 B) 
• Reductions to post-acute care providers ($79 B)
• Post-acute care bundled payment ($8.2 B) 
• Cut Waste, Fraud, and Abuse in Medicare ($400 M)
• Part D drug rebates ($123 B) 
• Additional Independent Payment Advisory Board (IPAB) cuts 
• Accelerate manufacturer drug rebates in the donut hole ($11.2 B)
• Changes to the in-office ancillary exception ($6.1 B)
• Reduce Part B drug payments ($4.5 B)
• Reduce clinical lab services payments ($9.7 B)
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Obama budget calls for deep cuts to Medicare providers

Medicaid
• Delay for one year cuts to DSH payments  
• Rebases DSH for an additional year
• Apply Medicare competitive bid rates to Medicaid durable 

medical equipment (DME) ($4.5 billion) 
• Cut Waste, Fraud, and Abuse in Medicaid ($3.7 billion) 

Beneficiaries
• Increase income-related premiums ($50 billion) 
• Increase Part B deductible for new beneficiaries ($ 3.3 billion) 
• Introduce home health copayments for new beneficiaries ($730 

MILLION) 
• Introduce a surcharge for first dollar Medigap policies for new 

beneficiaries ($2.9 billion)
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Coverage Expansion:  Pre and Post Health Reform

Medicare Medicaid Exchanges Employer Individual Uninsured
FY 2013 51 36 0 154 15 58
FY 2016 56 45 24 154 13 31
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Health Insurance Coverage Expansion 
FY 2013 to FY 2016
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Insurance exchanges – how will they be structured?

Washington

Oregon
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Nevada

Idaho
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Rhode Island
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Alaska
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State-based, 17+DC

Partnership, 6

Federally Facilitated, 27

As of 3/4/13
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Medicaid Expansion
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*Expanding, 21+DC

*Likely Expanding, 3

*Undecided, 3

*Likely Not Expanding, 2

*Not Expanding, 14

As of 4/8/13

*Premium Assistance,  7

*These numbers are 
subject to change daily 
based on legislative and 
gubernatorial decisions. 
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What percentage of the market will shift to Exchange 
products? How fast will it occur?
Will smaller employers drop coverage?
Will large employers form “private exchanges”?
Will Medicaid coverage expand at the ACA rates?
Will my state accept federal funding to expand Medicaid 
coverage?
How quickly will DSH payments be cut?
Should a delivery system partner with health plans for 
Exchange products?
Will delivery systems provide a “deep discount” to health 
plans for narrow network Exchange products?

What’s Next-State Insurance Exchanges?



4/28/2013

8

15 PROPRIETARY & CONFIDENTIAL – © 2012 PREMIER INC.

16 PROPRIETARY & CONFIDENTIAL – © 2012 PREMIER INC.



4/28/2013

9

17 PROPRIETARY & CONFIDENTIAL – © 2012 PREMIER INC.

0.75%

1% 2%
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1.0% 0.7%

TOTAL 
IMPACT% = % OF MEDICARE INPATIENT 
OPERATING PAYMENTS

Value-Based 
Purchasing 
(VBP)30-day 
readmission
sHospital-
acquired 
conditionsMarket basket 
reductions
Multifactor 
Productivity 
Adjustment*Documentation and 
Coding Adjustment 
(DCA)**Across the board 
cuts to finance the 
debt ***

OCT
2014

OCT
2011

OCT
2018

OCT
2019

OCT
2020

OCT
2017

OCT
2013

OCT
2016

OCT
2015

OCT
2012

1.0% 1.25% 1.5% 1.75% 2.0%

3.0%

1.0%

0.3%

0.5% 0.5% 0.5%

1.9%4.9%

2.0%

6.7% 10.6% 10%6.0%

*The Multifactor Productivity Adjustment is an estimate generated by the CMS Office of the Actuary 
**DCA, also known as the behavioral offset, shown here does not show the future affects of these cuts on baseline spending.  Estimates FY 2014-FY 2017 
impact of the American Taxpayer Relief Act of 2012
*** If Congress has not adopted the Joint Committee’s report to reduce the deficit by at least $1.2 trillion, the 2% cut will be implemented January 2013 

0.2%

8.1% 11.4% 9.4%10.5% 9.3% 8.7%8.9%

1.0% 2.0%

Current Reform Landscape
Quality Related Changes are Coming Fast

0.4%

2.1% 2.1% 2.1%2.1%

0.65% 0.9% 0.7%
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Hospital Value-Based Purchasing 
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MOVEMENT TO INTEGRATED CARE, NEW PAYMENT MODELS & RISK

The Quality Journey – 2003 to Present 

Value-based purchasing:
HACs, quality, efficiency, cuts

Partnership for Patients Medical home

Shared savings 
& Global payment

Bundled payment

Population Management
• Population analytics
• Care management
• Financial modeling and 

management
• Legal
• Physician integration

High Value Episodes
• DRG and episode 

targeting
• Care models and 

gainsharing
• Data analytics
• Cost management

High Performing Hospitals
• Most efficient supply chain
• Best outcomes in quality, safety
• Waste elimination
• Satisfied patients
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Payment Models

Physician Outpatient 
Hospital and 

ASCs

Inpatient 
Acute Care

Long Term 
Acute Care

Inpatient 
Rehab

SNFs Home 
Health 
Care

RBRVS APC MS‐DRG MS‐DRG RICs RUGs HHRGs

VBP modifier plan 
published on 
11/1/11

Implement in 
FY2013 PFS

P4R in FY2013; 
VBP 

implementation 
plan submitted to 

Congress on 
4/18/11

VBP 
commenced 
10/1/12

P4R in FY14: VBP 
test pilot by 1/1/16

VBP test pilot 
by 1/1/2016

VBP impl. 
plan sent to 
Congress 
6/15/13

VBP impl.  plan 
to Congress
overdue 
(10/1/11 
deadline)

Accountable Care Organizations
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Value Based Purchasing across payment silos

Post-Acute Care Episode Bundling

Acute Care Bundling

Medical Home

Acute and Post-Acute Care Episode Bundling

Will Congress speed up VBP and create national Bundling Program in CY 2013?
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VBP policies have been included across numerous 
regulation in the past 1.5 years—VBP, IPPS and OPPS.
A percent of inpatient operating payments will be at stake 
depending upon quality of outcomes.

Rewards for achievement or improvement
While program starts October 1, 2012, payments won’t be 
affected until January 2013 (prior claims will be 
reprocessed).
AdvisorLive on April 18, 2012 
www.premierinc.com/advisorlive

Inpatient Value-Based Purchasing

FY 
2013

FY 
2014

FY 
2015

FY 
2016

FY 
2017

1% 1.25% 1.5%             1.75%             2%
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VBP 2013 measures and weighting

70% Weight: 
12 clinical process 
measures

• Acute myocardial 
infarction

• Heart failure

• Pneumonia

• Surgery

• Surgical infections

30% Weight: 
8 patient experience measures 
• Communication with nurses
• Communication with doctors
• Responsiveness of staff
• Pain management
• Communication about medicines
• Cleanliness and quietness of 

environment
• Discharge information 
• Overall rating

Clinical Process & Patient Survey 
Timeline for FY 2013 Payment
• Baseline July 1, 2009 to March 31, 2010
• Performance  July 1, 2011 to March 31, 2012
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Slightly more hospitals are winning than losing payment for VBP in FY 2013 
(52 percent with adjustment factors over 1)
The system is budget neutral, but payments are tied to volume so the split is 
not exactly even when looking at the hospital level
Approximately 12 percent of hospitals were not eligible for the program due to 
missing data (not enough measure data to meet the minimum criteria)
CMS reported a weighted total performance score of 54.4 was the breakeven 
point for FY 2013

National Performance: FY 2013 Inpatient VBP
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VBP: movement toward outcomes and efficiency

• Clinical process

• Patient experience

• Outcomes

• Efficiency

FY 2013 FY 2014 FY 2015

Hospitals’ VBP payment will increasingly be based on their 
performance on outcomes/efficiency

Active Performance Period
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For FY 2014, adds mortality and rebases benchmarks/thresholds
Minimum back is 0.24%
0% means you earned back your 1.25% contribution
Maximum back is 2.48% (almost double hospital contribution)
Breakeven point of 40.3 (CY 10 baseline/CY 11 performance model)

VBP FY 2014 – Distribution of Scores (Premier Model)
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Medicare Spending per Beneficiary – first measure in new 
Efficiency Domain  

Medicare Parts A and B spending per beneficiary between 3 
days prior to inpatient admission and 30 days post discharge

• Adjusted using age and severity of illness

Calculating the ratio: 
Hospital’s Medicare spending per beneficiary

National Median Medicare spending per beneficiary

Implications: Hospital must use their leverage to reduce 
spending outside the hospital akin to bundling/ACOs

• Another incentive to reduce readmissions

• Need to work with physicians on post-discharge plans

• Need to strengthen relationships with post-acute care providers

FY 2015 Final Measures
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FY 2015 Final Measures

• CDC’s National Health Safety Network Central-Line Blood 
Stream Infections measure

• AHRQ Patient Safety Indicator composite measure

• Implications: Hospital-acquired conditions will heavily 
influence outcomes score in FFY 2015 and other penalties
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We calculated a weighted total performance score breakeven point to 
be 30.6 based on CY 2010 baseline and CY 2011 performance period 
measure data (mortality measures span multiple years) and FY 2015 
VBP benchmark and achievement thresholds 

VBP FY 2015 – Distribution of Scores (Premier Model)
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Performance in Inpatient VBP by Hospital Characteristic

FY 2013 FY 2014 FY 2015
Urban/Rural

Urban WIN NEUTRAL LOSE
Rural NEUTRAL LOSE WIN

Teaching
Non-teaching WIN NEUTRAL WIN
Under 100 Residents NEUTRAL LOSE LOSE
Over 100 Residents LOSE WIN LOSE

Disproportionate Share 
Urban DSH LOSE LOSE LOSE
Rural DSH NEUTRAL NEUTRAL WIN
Non DSH WIN WIN WIN

Ownership
Voluntary WIN WIN WIN
Proprietary WIN WIN LOSE
Government LOSE LOSE LOSE

Urban, Teaching and DSH
Urban, Teaching and DSH LOSE LOSE LOSE
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FY 2013 FY 2014 FY 2015

Urban Hospital Size (Beds)

X-Small (less than 100) WIN WIN WIN

Small (100-199) NEUTRAL LOSE WIN

Medium (200-299) NEUTRAL LOSE LOSE

Large (300-499) LOSE NEUTRAL LOSE

X-Large (more than 500) LOSE WIN LOSE

Rural Hospital Size (Beds)
X-Small (less than 50) WIN WIN WIN

Small (50-99) LOSE NEUTRAL WIN

Medium (100-149) WIN NEUTRAL WIN

Large (150-199) LOSE LOSE NEUTRAL
X-Large (more than 200) WIN WIN WIN

Performance in VBP by Hospital Size

• Very small hospitals generally win under the VBP Program
• Rural hospitals with 200 or more beds also generally win
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Hospital VBP 
FY 2016 Final Baseline and Performance Periods  

Copyright © 2012 Premier, Inc.  All rights reserved. 

Measure Baseline Period Performance Period

Mortality Measures October 1, 2010 –
June 30, 2011

October 1, 2012 –
June 30, 2014

AHRQ PSI 90 October 15, 2010 –
June 30, 2011

October 15, 2012 –
June 30, 2014

All other measures
CLABSI?
MRSA?
Cdiff?
Provider Flu  Vaccine? 
Expanded HCAHPS?
Stroke? 
VTE?
Early Elective Delivery?
H/K Complications?
H/K Readmissions?
Hospital-Wide Readmissions?  

TBD TBD

32 PROPRIETARY & CONFIDENTIAL – © 2012 PREMIER INC.

Hospital Readmissions Penalty Program
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Hospital-specific payment adjustment factor will be 
applied to inpatient claims beginning Oct 1, 2012.

Uses 30-day AMI, HF and PN measures based on  3 
years of data (July 1, 2008 - June 30, 2011 for FY 2013).

Applies to wage-adjusted base operating DRG payment 
amount (includes new tech add-on payment only, no 
adjustments for DSH, IME, outlier, or low volume).

For SCHs the adjustment will only apply to the national 
portion of the rates, not the additional payment due to the 
hospital-specific rates. 

Hospital Readmissions Reduction Program

FY 
2013

FY 
2014

FY 
2015

FY 
2016

FY 
2017

1% 2% 3% 3% 3%
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Readmissions into the Future

Expands in 2015 to include at least:
• Coronary Artery Bypass Graft;
• Chronic Obstructive Pulmonary Disease;
• Percutaneous Coronary Intervention; and
• Other vascular Conditions. 

Additions to the IQR program that are likely
to be adopted in the penalty program in the 
future:

• 30-day Hip/Knee readmissions
• Hospital-Wide All-Cause Unplanned Readmission (HWR) 
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COPD and Other Vascular Procedures
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Almost two-thirds of IPPS hospitals will be penalized for 
excess readmissions

Eight percent of IPPS hospitals eligible for the 
readmissions program are receiving the maximum 1% 
penalty
Analysis based on readmissions payment penalty adjustment factors released by 
in March 2013 after a correction 

National Performance: 
FY 2013 Excess Readmissions Penalty Program
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FY 2013
Urban/Rural

Urban 99.74%
Rural 99.70%

Teaching
Non-teaching 99.74%
Under 100 Residents 99.74%
Over 100 Residents 99.58%

Disproportionate Share 
Urban DSH 99.72%
Rural DSH 99.68%
Non DSH 99.82%

Ownership
Voluntary 99.72%
Proprietary 99.74%
Government 99.73%

Urban, Teaching and DSH
Urban, Teaching and DSH 99.69%

Performance in Readmissions by Hospital Characteristic

FY 2013
Urban Hospital Size (Beds)

X-Small (less than 100) 99.85%
Small (100-199) 99.72%
Medium (200-299) 99.70%
Large (300-499) 99.70%
X-Large (more than 500) 99.66%

Rural Hospital Size (Beds)
X-Small (less than 50) 99.73%
Small (50-99) 99.70%
Medium (100-149) 99.61%
Large (150-199) 99.72%
X-Large (more than 200) 99.71%
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30% of IPPS hospitals are losing payment due to both 
the VBP and excess readmission penalty program
Almost 50% are cut under one program or the other
Less than a quarter of hospitals are escaping cuts from 
both programs

Combined Performance Under Both Programs FY 2013
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Hospital-Acquired Conditions Program
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Overlapping Medicare HAC policies

Hospital-acquired conditions 
(HACs)

Not eligible 
higher payment 
(FY 2008 ongoing)

VBP
(rolling in 
starting
FY 2013)

1% Payment 
Cut - TBD
(FY 2015)

Catheter associated UTI X X ?

Surgical Site Infections X X ?

Vascular cath-assoc. infections X X ?

Foreign object retained after surgery X ?

Air embolism X ?

Blood incompatibility X ?

Pressure ulcer stages III or IV X ?

Falls and trauma X ?

DVT/PE after hip/knee replacement X ?

Manifestations of poor glycemic control X ?

Iatrogenic pneumothorax X ?

Ventilator associated pneumonia X ?

Methicillin resistant Staph. aureus (MRSA) X ?

Clostridium difficile (CDAD) X ?
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Hospital Acquired Conditions

• The top three drivers of the HAC rate based on current 
Hospital Compare date are:

Hospital Acquired Condition All IPPS

Foreign Object Retained After Surgery 1.8%

Air Embolism 0.2%

Blood Incompatibility 0.1%

Pressure Ulcers Stages III and IV 8.0%

Falls and Trauma 42.2%

Vascular catheter-associated infections 21.2%

CAUTI 22.8%

Poor Glycemic Control 3.7%
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ReimbursementFocus™ on Action tab of Premier Connect

Do you 
know 
where 
you
stand 
under 
reform?

Take a 
look at 
the free, 
hospital-
specific 
tools for 
Premier 
members. 
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Strategies for aligning payment with outcomes

Physician coordination and buy in is key

Focus on evidence-based care

Cuts/rewards within a hospital’s control

Estimate payment based on prior performance 

Benchmark against peers to gauge impact

Culture of leadership and transparency
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Bundling
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Premier’s Bundled Payment Services
The largest collaborative in the US focused on bundled payment

CMS ACE Demo States
2009/2010 – 3 years
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CMS initial undertaking…more to come

4 Models Now Future Models

• Section 3023 
of ACA by 
2013?

• Medicaid 
bundling  
demos?

• Private Sector 
Initiatives

4 Models to Come

We are focused on Model 2 of first wave 
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Enter the Employers
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Accountable Care Organizations
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Medicare ACOs across the country

49
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Members in 42 States Redesigning Care

23 systems in 29 markets 
representing 100+ hospitals, 
5,000+ MDs and more than 1.5M 
accountable care covered lives

67 systems in 86 markets 
representing 300+ hospitals, 
12,000+ MDs

17 members participating in MSSP or Pioneer programs
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Shared Savings Model

-3 -2 -1 0 1 2 3
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Actual Spending

Shared Savings

Target Spending

ACO Launched

Source: Lewis, Julie. “What Could be Next for  Health Reform? The Debate In Washington” 
Presentation. The Dartmouth Institute for Health Policy & Clinical Practice. 2009-07-02.
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Measure Number Owner Data Submission Source 

Preventive Health 
8 Measures

5 Measures NCQA HEDIS GPRO Data Collection Tool 

1 Measure CMS GPRO Data Collection Tool 

2 Measures AMA-PCPI GPRO Data Collection Tool 

At Risk Population
12 Measures

5 Measures MN – Comm Measurement GPRO Data Collection Tool 

2 Measures CMS / AMA-PCPI GPRO Data Collection Tool 

4 Measures NCQA HEDIS GPRO Data Collection Tool 

1 Measure AMA-PCPI GPRO Data Collection Tool 

Patient/Care Giver Exp
7 Measures

6 Measures AHRQ Clinician Group CAHPS Survey

1 Measure AHRQ Medicare Advantage CAHPs Survey

Care Coordination / Patient 
Safety
6 Measures

1 Measure CMS Claims 

1 Measure NCQA HEDIS GPRO Data Collection Tool 

1 Measure AMA-PCPI/ NCQA Survey or  GPRO Data Collection Tool 

2 Measures AHRQ ACSC Claims 

1 Measure CMS GPRO Data Collection Tool / eRx Incentive Prog 
Reporting 

Shared Savings

CMS 33 Measures
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The Accountable Care Organization Model

A group of providers willing and capable of accepting accountability for the 
total cost and quality of care for a defined population.

P���� P�������

► I�������

► E��������

► S�����

► CMS

Core Components:
• People Centered 

Foundation
• Health Home
• High-Value Network
• Population Health Data 

Management
• ACO Leadership
• Payor Partnerships
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Private Exchanges by major employers
Medical Tourism
Consolidation of hospitals, health systems, and the 
continuum of care
Blending of delivery systems, health insurance plans, 
and technology firms

New Provider Owned Plans
Information technology will enable major health care 
changes and drive data integration
Development of value-based benefit design
Increased patient activation through consumer driven 
health plans and other means
Economy will continue drive payment reductions through
VBP methods

Major market trends
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Managing populations, not just patients, requires fundamental change

Significant culture shifts will need to occur within organizations

Executive leadership within C-Suite and Board are vital

Transformation will be clinical, with support from financial/payment, HIT, 
and legal changes

Physician leadership and professional management is pivotal 

Care models to define evidence-based standards are critical

Coordination across the continuum of care is essential

Keys to success include a primary care foundation, plus PCMH and 
comprehensive informatics across the continuum

Variability is a given…flexibility and innovation is market driven

Shared learning collaborative is both a motivator and supportive structure

Private payor readiness to alter reimbursement and share data to support 
ACO model varies widely

Unknowns are plentiful…public and private sector have a lot to learn 

PACT Collaborative Learnings
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