





John Rother

Group Executive Officer of Policy and Strategy, American Association of Retired Persons

Washington, D.C.

40

Public reporting is the foundation of quality improvement in health
care and thus the foundation for value-based purchasing as well. In
addition, payment reform is essential to get most providers to take
seriously the need to improve, and consumer engagement reinforces
these strategies by shifting volume toward higher quality and more

efficient providers. »



Consumers are the ultimate purchasers of health care, and as they become more informed about cost and quality
variations, they will become more activated in support of a value-based purchasing agenda. Consumers as patients,
however, are likely to put choice, quality, and clinical performance ahead of cost considerations. After all, what good is
a 10% discount if the odds of acceptable outcomes for you or a family member are 10% less favorable?

Another obstacle for consumers is that those who are insured through employers may not have a direct stake in
a value-based purchasing strategy unless they can see a benefit to themselves. Consumers may prefer choice over
accepting their employer’s definition of value.

Private insurers need to coordinate with Medicare so that as we move toward
value-based purchasing the public and private sectors proceed side by side.

Consumers are often ambivalent about the employer-based system. While many insured workers and their families
appreciate that employer-based insurance may ofter them a better deal on premiums, without the threat of underwriting,
attitudes often change when they are confronted with limitations in choice or coverage. Parents with a seriously ill
child, or those facing mental health issues, for example, may feel that they would be better off being able to select their
own insurance plan appropriate to their needs.

If done carefully so that public support is maintained, a move toward value-based purchasing in the years ahead is
possible. Private insurers need to coordinate with Medicare so that as we move toward value-based purchasing the
public and private sectors proceed side by side. If the sectors do not progress on parallel tracks, contradictory messages
from Medicare and private insurers are likely to create confusion among consumers and patients. <
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The health care system has already moved toward value-based purchasing.
Why not? It can make more people take medicine, resultin less ilIness—and
save lives and money. The need for more information is an obstacle, but
| am confident that we will have better, more integrated health records.
Researchers will provide more evidence on the value and efficacy of
treatment options. That means when employers—and others—negotiate
contracts they’ll know not just the immediate cost of what they’re buying,

but the long term and presumably higher value. »



That should command greater reimbursement than low value services. So should market forces and high quality
providers—though we’ve already seen the beginning of reimbursement for quality through pay-for-performance.

In fact, employers are already fostering value-based purchasing through innovative benefit design. Employers see the
effect illness has on workforce productivity. That’s true when workers are too sick to come to work and when they
come in but don’t feel well enough to write a memo or unload a truck. Since employers buy most of the private
health insurance in the United States, they’re already adopting disease management and health and wellness programs.

Researchers will provide more evidence on the value and efficacy of
treatment options. That means when employers-and others—-negotiate contracts
they’ll know not just the immediate cost of what they’re buying,

but the long term and presumably higher value.

Some have created value-based insurance benefits for enrollees with chronic conditions. They've lowered or even
eliminated co-payments for preventive services and medicines. We’ve done this at Pfizer. But I've heard about good
experiences at Pitney Bowes; the City of Asheville, N.C.; Marriott Corporation; and the University of Michigan.

Research now underway will help. Its no different than owning a house. If you don’t know that insulation pays for
itself over time, you just see the cost—and might say no. When decision makers see only the cost of a treatment they
react the same way. Most patients, physicians, and employers, though, want high quality care for themselves, their
patients, and their employees. The move to value-based purchasing will accelerate once they have full information
about the tradeoffs among treatment options, the quality of health care providers, or the effect of cost containment
measures imposed by insurers.

They will see then that higher co-payments on drugs, for example, may help contain costs today—but discourage patients
from taking medicines properly. They’ll see how that can lead to higher medical spending and lower productivity at
work, both in the future and right now.

And where do we need information most? Certainly when it comes to procedures and other areas which are less well
researched. But we also need better information technology. That will help us move to electronic patient records. That
in turn will give doctors easy access to evidence when they’re making a diagnosis or writing a prescription. <




Value-Based Purchasing: An Idea Whose Has Time Has Come

Once again this year, health care reform is among the most pressing issues for voters in the 2008 election cycle.
Attention on this issue means each of the candidates for public office will have an opportunity to address the need
to improve health care quality, control costs, and increase access to care, particularly for the more than 47 million
Americans who are uninsured.

Clearly, the pressing urgency of this issue demonstrates that we are at a watershed moment in our history. Amid
this call for reform, the National Business Coalition on Health, the federal government, and a growing number of
national health care organizations would add their voices to those who seek to transform the health care system so
that incentives are realigned to reward physicians for providing quality care, so that consumers are more engaged
in all aspects of care delivery, and buyers are focused on value-based purchasing.

NBCH, the federal Department of Health and Human Services, and others are advancing value-based purchasing.
HHS has launched its Value-Driven Health Care Initiative, saying that giving consumers information on the quality
and cost of health care provides them with the information and the incentives they need to choose health care
providers based on value. “Every American should have access to a full range of information about the quality and
cost of their health care options,” says HHS Secretary Michael O. Leavitt.

“In cooperation with America’s largest employers and the medical profession, this initiative is laying the foundation

for pooling and analyzing information about procedures, hospitals, and physician services,” HHS says. “When this

data foundation is in place, regional health information alliances will turn the raw data into useful information for
2

consumers.

The Robert Wood Johnson Foundation, in Princeton, N.J., has launched the Aligning Forces for Quality: The
Regional Market Project to accelerate improvements in care at the community level by cultivating and aligning
market forces with quality improvement efforts. The project is designed to help communities improve the quality
of health care for patients with chronic conditions such as diabetes, asthma, depression, and heart disease. The
foundation has given grants to a number of NBCH-affiliated coalitions to close the gap between the quality of
health care that Americans now receive and what the health care system is capable of delivering.

The foundation also is funding work by the Engelberg Center for Health Care R eform at the Brookings Institution,
America’s Health Insurance Plans Foundation, and others to support the Brookings’ Quality Alliance Steering
Committee. The funding will help the committee measure performance in a way that provides a broad look at
measures of the appropriate use of resources and quality of care for patients with certain conditions. The funding
also will allow the committee to provide a comprehensive picture of individual physician’s care patterns.

These and other developments show that our nation is moving steadily toward a consumer-centric health care
delivery model that will transform the way care is delivered in cities and towns nationwide so that all purchasers,
including governments, employers, and individuals, are getting the most value for the dollars invested in health. <




The National Business Coalition on Health (NBCH) has a membership of 60 employer-led coalitions that represent
more than 7,000 employers, and 34 million employees and their dependents. These business coalitions serve mostly
mid-sized and large employers in both the private and public sectors nationwide. The member coalitions of NBCH
are committed to community health reform, including improving the value of health care provided through employer-
sponsored health plans and to the entire community.

NBCH provides expertise, resources, and a voice to its member coalitions and represents each community coalition
at the national level. As a coalition of coalitions, NBCH spreads the tenets and practical applications of community
health reform to areas where employers have yet to organize their purchasing power. As part of its efforts to make the
coalition movement the vehicle for meaningful change in the U.S. health care system, NBCH has pursued national
purchasing initiatives to offer turnkey health care products and services to community coalitions and their member
employers.

To ensure that its members are on the leading edge of market-based reform, NBCH member coalitions and employers
have joined together to purchase health care collectively, to challenge high costs and the inefficient delivery of health
care, and to share information on the quality of care. At the heart of NBCH’ initiatives are community health reform
efforts in which coalitions and their employer members foster reform through value-based purchasing, which means
getting the highest quality care at the most reasonable cost. In markets across the country, NBCH coalitions are
working closely with employers to foster value-based purchasing.

Purchasing value means rewarding quality and cost-effectiveness in the delivery of health care services—mnot just
seeking the lowest price. Coalitions and their member employers are working with providers to improve health
care delivery systems from Maine to California by holding providers accountable for their performance through the
development of information systems to collect data, monitor health care outcomes, and measure value. <
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