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Overview of the NHI payment system and
Case-Payment Initiatives




Overview of NHI payment system

* Unit of Payment:

Fee for Services: major unit of payment

Case Payment :54 cases ( until 2009)

Per diem payment: chronic mental beds, day care
Capitation: ventilator-dependent patients (1998-), Family
Physician Initiatives(2004-),capitation Initiatives (2011-)
Pay-for-performance(2001-)

* Global Budget:
— Expenditure cap: dental care(1998-), traditional medicine(2000-),

clinics(2001), hospitals (outpatient ESRD) (2002-)

— Expenditure target: all others (home care, mental community

rehab. center, payment initiatives) (2002-)
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Payment system reform strategies

Macro Strategies )
(2 PiQi)

Global budget

— Control cost
— Motivation for reform

Level of

HH

Unit of
payment
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payment @ Micro strategies I

Reform unit/level of payment (e.g.
DRGs)
— efficiency/quality




Why DRGs?

not comparable comparable

* It’s difficult to make meaningful comparison on resources
consumption among hospital patients with different levels of
severity under fee-for- services (FFS).

* DRGs enable making meaningful comparison, thus will
facilitate better hospital management by improving the

effectiveness/efficiency of health care d
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Defining the Products of a Hospital
(Fetter,1991)
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Case Payment Initiatives(CPI)
- First-stage (1995-2009)
* 1995-1998 :22 cases

« defined by procedures of DRGs without CC
(FFS if with CC¥)

* 1999: 28 new cases
+ defined by APDRGs(ALL-Patient DRGs)

+ Total 54 inpatient DRGs, 5 outpatient DRGs by
2009

*CC: co-morbidity and complication
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Diagnosis-related Groups, DRGs

Define hospital products based on patients’ rather than hospitals’
characteristics

Patients with similar clinical conditions and resource use were classified
into the same DRGs based on their diagnoses, procedures, age, gender,
co-morbidity, complication, discharge status, etc.

In 1983, DRGs were adopted by US Medicare program as basis of
Prospective Payment System (DRGs-based PPS).
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First-stage Case Payment Initiatives
payment rule,1995-2009

1. Case definition: by procedures or AP-DRGs

2. Payment: lump-sum payment per admission,
including physician fees.

3. Payment price set based on historical costs with
appropriate adjustment

4 Outlier payment(FFS) : threshold varied by cases

S. Quality assurance : should meet minimal required
services guideline

6. Readmission within 2 weeks: providers’
responsibility
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First-stage CPI yielded promising results*
Cost:

— roughly the same or slightly increase due to the payment
adjustment (for under-paid surgical procedures

— Resource consumption significantly decreased
Length of stay reduced 10% (max 40%)
Cost of pharmaceutical products decrease 15%
Cost of elective ancillary services decreased

*Lee, YC & Yang, MC , Li, CC. Health Care Financing System in Taiwan: Before and After
Introduction of Case-Mix. Malaysian J. Public Health 5 (supp 2), 19-32, 2005
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First-stage CPI yielded promising results
Quality

— Comparable or even better than before

— % admissions follow guideline sig. increased ( provide standard
care)

Access: shifting and dumping:
— Code creep to FFS cases ( paid by FFS)

— Incentive to claim outliers (on FFS bases)
— Patient transfer sig reduce 40%,according to analysis of claim data.

*Lee, YC & Yang, MC , Li, CC. Health Care Financing System in Taiwan: Before and
After Introduction of Case-Mix. Malaysian J. Public Health 5 (supp 2), 19-32, 2805
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Development and application of DRGs and
DRGs-based payment system




Why Taiwan still need DRGs-
based payment system under GB

Global budget (GB) system do control costs yet may or may not change
providers’ behavior, low conversion factors (of Fee Schedules) trigger
providers to ask for more budgets.

Incentive of FFS is against the objective of GB.

The development of a national DRGs system will facilitate faster
implementation of case payment system and improve the efficiency of
health care provision.
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Development and application of
Taiwan DRG (Tw-DRGs)

Case definition: Tw-DRGs (modified from
CMS DRG)

Data: based on NHI claim data

Weight: calculated based on historical claim
data

Weight adjustment: adjust for fee schedule
change within 3 years



Development of Tw-DRGs

— First version :based on CMS DRGs (499 groups),2001
— Second version , 2002-2004

modify DRGs structure based on local clinical
practice

Modify DRGs based on statistic principle

Cost/LOS of at least 75% pts exceed 1 day
— Third version: 2005-2010

— Modify DRG based on providers’ recommendation
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DRGs Grouping Diagram
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The performance of Tw-DRGs

-better than CMS DRG, APDRG

Version number of DRG R-square
Tw3.0** (payment adj 969 i 0.6968
Tw3.0 *(without Waiv 969 0.6750
Tw3.0 969 0.5468
Tw2.0 976 0.5425
Tw1.0 (CMS) 499 0.5321

*exclude waivers

**exclude waivers and adjusted for level of hosptial payment
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Tw-DRG: planning and implementation

e I B S E—

2000.4 20041 20059 2010.1 2011.1

1995.3 19997 3rd d d TW-DRG
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: in?
payment phase-in L in?
J | 1, 029DRGs
498DRGs 976 DRGs
969DRGs |~
1, 017DRGs |
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Objectives of DRGs-based payment
system reform (2" stage CPI)

* To improve the efficiency
— Reduce waste

 To improve quality and
effectiveness



Tw-DRG-based Case Payment Initiatives

— Phased-in within 5 years, starting from 2010
— QOutlier paid by marginal cost (80%)
— Payment adjustment (add on):

* children (9-91%).levels of hospital(5-7.1%),
hospital case-mix index (CMIL,1-3%),remote
areas(2%)

* new technology/device w brand new function

— Conversion factor of global budget applied to all cost
except procedures, anesthesia, blood, pharmacist
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Waivers Tw-DRGs

& MDC19 & 20(Mental illness)
@ Principle diagnosis of cancer

@ Principle and secondary diagnosis of AIDS, hemophilia
or rare diseases

@ Length of hospital stay> 30 days

€ ECMO(procedure code 39.65)cases

@ Pilot projects

@ Inpatient hospice case

@ Other cases excluded from global budget



Tw-DRG payment rates

(2.5 Percentile of each DRG) (91 percentile of each DRG)
Lower Threshold Outlier threshold
FFS 'DRG Fixed payment DRG Fixed
= Relative weight(RW)xStandard payment amount(SPR) payment
X(1+ basic treatment adjustment +children adjustment +outlier
+CMI Adjustment+ Geographic Adjustment) payment
SPR=37,230 1n 2010 = DRG RVU

Outlier payment=costs exceeding outlier threshold * 80%
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€ Basic Fee adjustment

» reflect previous difference
in payment rates of basic
hospital service among
different types of hospitals

@ Children adjustment

> increase 15%

€ CMI adjustment
» Reflect patient severity

€ Geographical
adjustment : 2%

Yue-Chune Lee
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Tw-DRG Payment adjustment

[ |
. [Reduce difference
Types of Basic
hospital adiust for each type of | Total
p Just. hospital
Academic medical center 7.1% 7.1%
Regional hospital 6.1% 6.1%
~ fcommunity
community teaching hospital 3.2% 1.8% 5.0%
hospital
Local hospital 0.0% 5.0% 5.0%
Age adjustment notMDC15 MDC15
internal | surgery
medicine
<s1Xx months 91% 66% 23%
>s1Xx months, <2years 23% 21% 9%
>Jyears, <=byears 15% 10% 10%
Adjustment
CMI adjustment rate
1.1<CMI=1.2 1%
1.2<CMI=1.3 2%
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Comparison of case-payment initiatives
(CPI) at first and second stages

2"d stages (Tw-DRG 15t stage CPI1,1995-
CPI),2010- 2009
Case definition | Tw-DRGs Procedures, APDRG
Payment rule | Fixed amount same

Outlier 80% of cost (no limit) 60% of cost (set max.
Percentage )
Waivers Selected disease, LOS>30 w comorbidity and
days complication
Payment Level of hospital, CMI, Level of hospital
adjustment remote area & children Remote area
Minimal no yes
requirement
Quality Hospital and EMR Readmission | same
monitoring rate, transfer, mortality d
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Phased-in plan of Tw-DRG payment system

Time # of DRG (th MDC) % of cost as Cumulated | % of cost as
all DRG-base | cost
payment admissions
2010 155DRG* (now 164) 28.60% 28.60% 17.36%
2011 (5~8-~12~13~14) 18.00% 46.60% 10.97%
2012 [(2-3-6~7~9-10) 14.30% |  60.90% 10.26%
2013 (PRE~4~11~17~ 21.40% 82.30% 12.97%
23~ 24)
2014 (1~15~16~18~ 17.00% 100.00% 9.16%
21~ 22)
total |1017 DRG (now 1029) 100% 60.72%

*49 cases which were paid by case before 2010 (22% admission > 29% cost)




Implication

= Grouper:

* DRG system is never perfect, may adopt any
existing system (MS-DRG, IRDRG, ARDRGs...) as
starting point and modify it according to analysis of
existing data as well as local practice.

= Separate DRGs with payment system

= Application of DRGs is not limited to payment, its
development should rely more on scientific research
than interference of interest groups

* Design of DRGs-based payment system usually
reflect local practice/health care system and need
more political consideration.
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Implication

= Special consideration for Payment system

* Qutlier payment
= Standard threshold or “case by case”

= Variation between different levels of
hospitals (negotiation)

= Application of new technology or devices.
* Phased-in strategies

* Gradually increase percent of cost paid
by DRGs is preferred (vs. select MDCs)
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Conclusions

 Although global budget payment system (GB) has
controlled costs, it is still necessary to reform the unit of
payment system (such as DRGs) to provide incentive for
hospitals to improve efficiency/effectiveness (or reduce
waste)

Preliminary results indicate reduction on the LOS, yet
readmission rate also slightly increase.

*  DRGs-based payment system has triggered hospitals to
enhance management thru establishment of clinical
pathway. Quality and effectiveness of care, though lacking
of evidence now, can be improved in the long-run.

*  BNHI need to monitor the quality of care and modify
payment to reflect the use of new technology

*  Bundle-payment may be necessary in the long-run.

d
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Thank you very much
for your attention



Claims filing, reviewing and
monitoring of DRGs-based
Payment system in Taiwan

Ming-Chin Yang
National Taiwan University, Taiwan

31



Flowchart of Filing and Reviewing
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Principles of Filing and Reviewing

®T0 ensure the correctness of DRG coding
Correct Dx/Proc - Correct Dis. ‘

Corr. DRG+

Classification ed. Quality

SO
vMD Coding staff v Claims staff

Hosp.| vDiagnosis| M v High RW DRG */G
v’ Grouper

Document Completeness of

document
v'Prof. Rvw. v'Procedural Rvw.

Approv e« « Sampling «

vCoding Rvw.

v Profile analysis




Claims Review-1

The review focused on

® Necessity of admission and treatment__s| v Whether Patient can be treated in

® Appropriateness of Diagnosis and

treatment \

® Accuracy of diagnosis and coding
N

Outpatient? If so, with or without
stating the reason to be
hospitalized?

v Clinical evidence to support the
necessity of surgery?

The review focused on

v" Claim filing of procedure
follow the payment guideline
or indications?

The review focused on : DRG Validation
v' Reliability and validity of claim data

v' rationality of procedure and coding?
Upcoding? Creeping?
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Claims Review-2

® Cost shifting of  —
Inpatient

® Appropriateness of
outlier payment

The review focused on -

v" Shifting? Against Tw-DRG
payment rule?

v" Utilization? Appropriateness

of utilization, especially for
outlier cases.




Claims Review-3

O Stablhty of — The review focused on : Quality
. assurance
dlscharge status v’ Appropriate discharge status?

v Unnecessary referral?
> | v Readmission/emergency?
v' Inappropriate quality of care?

such as : Serious medical complications,
_ Serious physiological or anatomical
impairment, Significant disability,

® Appropriate quality death etc.
of care
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Profile Analysis

® Case-Mix Index

® CC DRG Percentage

® High-Risk DRGs

® Highest-Volume DRGs

® Problematic Diagnoses

® Problematic Procedure

® Variation in Length of stay and in Charges



Four dimensions of monitoring

7

efficiency

|

DRG
cases

\

Cost shifting |

" Patient shifting |
_ (accessibility)

7

effectiveness

~

1.
2.

U

Changes in inpatient days
Difference between DRG
payment and actual claims

. Decreasing necessary services

and quality of care
Cost shifting from inpatient to
outpatient

Rejection of severe illness or
unprofitable patient

Separate hospitalization into
several times or inappropriate
referral

Changes of outlier

Changes 1n severity of disease
Changes in readmission,
emergency rate
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Efficiency Monitoring

® Average length of stay(days )
® Average RVU per case

®Ratio of DRG RVU to actual
RVU

39



® Average length of stay
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® Average RVU per case

&Et) 20094 20104F
MDC 1 4= R =R 1 4= R E S
00| &=t 45,514 0.80% 45,803 0.63%
02 |BR == & 5 Bl & & 27,117 0.33% 26,597 -1.92%
= - WZ\
03 iﬁzﬁ B2 IR 26,395 0.17% 25,329 -4.04%
B B < °
VEIE R =) B3
05 §§$%’L RIS PR 108,717 -1.39% | 108,234 -0.44%
5/\ 7 \l‘tZ\ -Eﬁg-\
06 ;’ﬂz$&m RIS BPR 27,193 0.28% 26,503 -2.54%,
~ = 7 \l\t5~ *Z
07 gﬁg;zﬂzﬂiw 48,277 2.27% 46,739 -3.19%
BE%. LR AERE
214 90° 4 3590
08 | e i+ s 1 g3 g 63, 0.90% 60,943 3.59%,
FE. ETHHEH&LZFL
09| = o o o gy g 1 38,499 2.13% 36,411 -5.4%
N . ZSEE A FTER
10| o2 o o e 36,944 0.63% 36,488 -1.24%
B :E—Z\ ﬁi\ ~
11 zﬁﬁ“— PRI B PR 142,509 11.22% 127,681 6.1%
I _él \I‘tZ_\
12 ;’:’;Eii$ﬁ RIS 37,601 -0.12% 37,437 -0.44%
I _él \I‘tZ_\
13 §§§§L$%’L R 43,913 1.85% | 43,969 0.13%
14 |0F R . i Bl 95 2B 25,328 1.46% 25,417 \0.35%

N

41



®Ratio of DRG RVU to actual RVU
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Cost Shifting Monitoring

® Average outpatient utilization of lab
tests or diagnostic examinations one
week before hospitalization

® Average outpatient utilization one
week before Hospitalization

®Percentage of patient with CC
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® Average outpatient RVU of lab tests or diagnostic
examinations one week before hospitalization
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® Average outpatient utilization
one week before hospitalization
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®Pcrcentage of Patient with CC
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Accessibility Monitoring-Referral

® DRG Case Referral
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Outcome Measurement

® The percentage of cases under lower
threshold or above fixed loss threshold

® Three-day emergency rate

® Fourteen-day re-admission rate after
discharge from admission

® CMI value
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® Percentage of cases under lower threshold or above

fixed loss threshold-1

Case: Appendectomy with CC
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® Percentage of cases under lower threshold or above
fixed loss threshold-2

Case: Total hip replacement without CC
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®Three-day ¢

mergency rate
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®Fourteen-day re-admission rate

after discharge from admission
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®(CMI value
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NHI Tw-DRGs Outcome

® 164 groups 1s implemented 1n 2010. It accounted for 17.36% of the
total inpatient care expenses.

® Promoting the efficiency of medical services.

DRG cases in 2010 the Length of days | 4.60% compare with last
year .

® Improving the medical care quality and curative effect (the clinical
pathway)

Three-day emergency rate and Fourteen-day re-admission rate after
discharge from admission have small scale increase.

® We will continually pay attention to the situation of anyone
discharge from hospital .
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