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Perspectives

� The problem
� The solutions: Affordable Care Act 

(ACA) and Value Based Purchasing 
(VBP) initiatives(VBP) initiatives

� Seeking truth
� Does emergency medicine fit into 

ACA/VBP strategies?



























Commonwealth Summary

� Possible savings :
� 4.2 billion: reducing Medicare hospitalizations for 

preventable conditions
� 12 billion: reducing preventable Medicare re-

admissionsadmissions
� 55 billion: if administrative costs were reduced to same 

percentage of overall costs as the 3 European 
countries that have a mix of public private insurance

� ACA ACO comparison:
� ACO savings 2012-15: 1.8 billion (1.3 returned to 

ACO’s as bonus)



Out of Control Costs

� Two fundamental principles
� Every wasted dollar that is “saved” 

represents somebody’s revenue stream
� Somebody’s ox is going to get gored� Somebody’s ox is going to get gored

� Hospitals
� Pharma
� Docs

� Nobody wants to be somebody





It’s All About the Prices!!!









UWE E. REINHARDT
Higher physician income, of course, cannot explain all or most of the 
total higher health spending in the United States, as payments for 
“physician- and clinical services” constitute only a bout 20 percent 
to total current health spending ($538 billion out of a total of $2.7 
trillion in 2011) and close to half of those paymen ts tend to go for 
practice expenses , including support staff, malpractice insurance and 
claims processing.
But prices of other, non-physician health-care services and products in 
the United States also seem to be higher than elsewhere, as is 
But prices of other, non-physician health-care services and products in 
the United States also seem to be higher than elsewhere, as is 
suggested by the annual surveys of health care prices conducted by 
the International Federation of Health Plans in their comparative price 
reports.
None of these cross-national studies are perfect, but together they do 
suggest that Americans pay more for individual heal th care 
services – not only physician services – than do resi dents of other 
countries, and that this must contribute to the hig her level of 
health spending in the United States



Those Specialists Make 
Too Damn Much Money!!!



RBRVS or Why You Get Paid What 
You Do
� Payments for services are determined by the 

resource costs needed to provide them (Resource 
Based Relative Value System)

� Cost of providing a service is divided into three 
components: 

physician work� physician work
� practice expense 
� professional liability insurance

� Payment calculated by multiplying combined costs of 
a service by a Conversion Factor (a monetary 
amount determined annually by CMS)
� payments are also adjusted for geographical 

differences in resource costs.



Payment Basics
What’s an RVU?What’s an RVU?

�� Relative Value UnitRelative Value Unit
�� Every E/M service and procedure has a RUC (Relative Every E/M service and procedure has a RUC (Relative 

Value Update Committee) recommended and CMS Value Update Committee) recommended and CMS 
assigned Total RVUassigned Total RVU
�� Total RVUTotal RVU = (work RVU x work GPCI) + (practice = (work RVU x work GPCI) + (practice 

expense RVU x practice expense GPCI) + (malpractice expense RVU x practice expense GPCI) + (malpractice 
RVU x malpractice GPCI)RVU x malpractice GPCI)

�� WRVU’s (work) are industry standard  to track WRVU’s (work) are industry standard  to track 
individual and group productivity!individual and group productivity!



Payment BasicsPayment Basics
Conversion FactorConversion Factor
�� Medicare Payment = Total RVU x Conversion Medicare Payment = Total RVU x Conversion 

FactorFactor

�� CF is Medicare payment rate per RVUCF is Medicare payment rate per RVU
�� Set by SGR formulaSet by SGR formula�� Set by SGR formulaSet by SGR formula

�� 2011 CF: 2011 CF: 36.872936.8729
�� 7.9% reduction from 2010 CF 7.9% reduction from 2010 CF 
�� Due to Budget Neutrality and changes in Due to Budget Neutrality and changes in 

Practice Expense and Malpractice calculationPractice Expense and Malpractice calculation
�� Overall impact on 9928x around (Overall impact on 9928x around (--) 2.5%) 2.5%



RBRVS

� The physician work component accounts, on 
average, for 52% of the total relative value for 
each service.
� ED codes: work = 75%

� The practice expense component of the � The practice expense component of the 
RBRVS accounts for an average of 44% of 
the total relative value for each service 

� The PLI component of the RBRVS accounts 
for an average of 4% of the total relative 
value for each service.  



Emergency Physician E/M RVUs as Published in the 2011 FINAL rule

Code
Description

2010 Work 
RVUs

2011 Work 
RVUs 

2010 Facility 
PE 

RVUs 

2011 Facility 
PE RVUs 

*

2010 Total 
RVUs

2011 Total 
RVUs

99281 ED visit, level 1 0.45 0.45 0.10 0.13 0.58 0.61

9928X Work RVU’s

99281 ED visit, level 1 0.45 0.45 0.10 0.13 0.58 0.61

99282 ED visit, level 2 0.88 0.88 0.19 0.24 1.12 1.19

99283 ED visit, level 3 1.34 1.34 0.29 0.36 1.71 1.8

99284 ED visit, level 4 2.56 2.56 0.50 0.62 3.21 3.4

99285 ED visit, level 5 3.8 3.8 0.72 0.88 4.74 4.98

99291 Critical Care 4.5 4.5 1.24 1.56 5.99 6.4





Payment Comps

Code 2011 
WRVU

2011 
Total RVU

2011
Payment

99291 Critical 
care

4.50 6.39 $ 217.11
care

31500
Intubation

2.33 3.24 $ 110.08

26700
MCP disloc

3.83 8.34 $ 283.36

99236
OBS

4.26 6.30 $ 214.05







���������	
������
����������������������������������	�� �
�	������
�������������	�
��

www.despair.com





ACA and ACEP



ACA and ACEP



ACA and ACEP



� Financial Incentives/Penalties for participation
� Incentives: 1.0% in 2011, 0.5% in 2012-2014
� Penalties: -1.5% in 2015, -2.0% in 2016 and beyond

� 2009 Experience Report Highlights

PHYSICIANS QUALITY REPORTING 

SYSTEM (PQRS, formerly PQRI)

� $234 million total payout
� Average $1,956 per eligible professional/ $18,525 per practice
� Emergency Medicine (for individual claims-based reporting):

� Highest number of participating eligible professionals
� Highest participation percentage (63% of eligible professionals 

submitted data)

38



� CMS implementing “value modifier”
� CMS will adjust payments for some physicians in 2015, 

all physicians by 2017
� 2013 as initial performance year for purposes of 

adjusting payments for some physicians in 2015

VALUE-BASED PAYMENT 
MODIFIER

� Aligned with Physician Feedback Program (Resource 
Use Reporting)

� Episode grouper software (definition of “episode” key for 
EM)

� Quality of care measures

� Cost measures
39



VALUE-BASED PAYMENT 
MODIFIER

� The modifier will adjust payments based on the
quality and cost of care physicians deliver

� The program will develop in 2012 and Physician Fee 
Schedule rulemaking in 2013. “
� Impact all Medicare billings

Likely mirrored by private insurers� Likely mirrored by private insurers
� ACEP has discussed with CMS re level of application for 

ED physicians
� Group Tax ID # level or individual provider NPI level
� Pilot programs starting now
� Aggressive roll out 2015�2017



ACO Final Rule
� More positive reception based on:

� Eliminating participant risk in the first of two ACO 
tracks. The second track continues to carry risk 
but offers larger potential rewards.

� Establishing prospective assignment of patients to 
ACOs on a quarterly basis.

� Reducing the required number of quality � Reducing the required number of quality 
measures ACO physicians must report from 65 to 
33.

� Ensuring that all ACOs will receive a share of any 
first-dollar savings generated to Medicare. The 
proposed rule had offered ACOs in the first track a 
bonus only after a 2% savings target was 
achieved.

� Removing meaningful use of an electronic medical 
record as a condition of participating in an ACO. 

� Impact for EM unclear at this point



� 15-member Advisory Board
� Begins in 2014
� Make recommendations to control growth in expenditures
� Members are unelected and have little or no clinical expertise

� IPAB proposals will have the force of law 

Independent Payment Advisory 
Board (IPAB)

� IPAB proposals will have the force of law 
� Congress can develop alternative proposal (meeting same targets)
� IPAB prohibited from changing Medicare FFS benefit design—may 

only generate savings through reimbursement reductions

� Some providers exempt (hospitals, nursing 
homes)
� Savings likely to come from physicians

42



Value Considerations

� What is value 
� Unique aspects of emergency care 

� Population health and practice 
environmentenvironment

� Re-admissions
� ACO’s
� Episodes of Care



.

Value — neither an abstract ideal nor a 
code word for cost reduction — should 
define the framework for performance 

What Is Value in Health Care?
Michael E. Porter, Ph.D

define the framework for performance 
improvement in health care. Rigorous, 
disciplined measurement and 
improvement of value is the best way to 
drive system progress. Yet value in 
health care remains largely 
unmeasured and is misunderstood .

NEJM



Value: Porter

“Since value is defined as outcomes 
relative to costs, it encompasses 
efficiency. Cost reduction without regard 
to the outcomes achieved is dangerous to the outcomes achieved is dangerous 
and self-defeating, leading to false 
“savings” and potentially limiting 
effective care.”



Value: Porter

� Value: outcomes, safety, and service divided 
by cost over time
� Works well for clearly defined procedures and 

conditions (eg, selected patients with total hip 
arthroplasty, coronary artery bypass, or acute arthroplasty, coronary artery bypass, or acute 
myocardial infarction) 

� More challenging for complex patients with 
multiple problems (eg, a patient with poorly 
controlled diabetes, hypertension, and peripheral 
vascular disease who presents to the emergency 
department [ED] with an infected foot ulcer)





Cochrane

� Authors could find only 7 studies on financial 
incentives deemed to have a satisfactory 
design

� Six of the 7 studies in the review showed Six of the 7 studies in the review showed 
"positive but modest effects on a minority of 
the measures of quality of care included in 
each study"  



Cochrane Collaboration: Obsevations

The use of different ways of paying primary care 
physicians in an attempt to increase quality of 
care, including the use of financial incentives to 
directly reward ‘performance’ and ‘quality’, is 
increasing in a number of countries. Despite the 
popularity of these schemes, there is currently popularity of these schemes, there is currently 
little rigorous evidence of their success in 
improving the quality of primary health care, 
or of whether such an approach is cost-
effective relative to other ways to improve the 
quality of care . The aim of this review is to 
examine the effect of changes in the method and 
level of payment on the quality of care provided 
by primary care physicians (PCPs).



Cochrane: Conclusions

The use of financial incentives to reward 
PCPs for improving the quality of primary 
healthcare services is growing. However, 
there is insufficient evidence to support or 
not support the use of financial incentives not support the use of financial incentives 
to improve the quality of primary health 
care. Implementation of financial incentive 
schemes should proceed with caution and 
should be more carefully designed before 
implementation .





MedPac Agenda:
Potentially Avoidable ED Visits

� Non-emergent
� Emergent but primary care treatable
� Emergent but the urgency of the visit � Emergent but the urgency of the visit 

could have been avoided with 
appropriate primary care



MedPac
2009 NAHMCS Data
� Triage by payer class

� Medicare: 5% non-urgent (could wait 2-24 
hours)

� Medicaid: 10% non-urgent
� Uninsured: 9% non-urgent

� ED visits during office hours: 28-34%
� ED visits during office hours deemed to be 

non-urgent: 5-10%



MedPac

� Plans to explore 3M’s PPV measures
� Identify conditions that could be 

treated in a primary care setting and 
ambulatory care sensitive conditionsambulatory care sensitive conditions

� Limit analysis to patients who were 
not admitted





3M PPE’s
The essential feature of virtually all P4P systems is that provider 
payment is in part determined by the provider’s relative quality 
performance compared to other providers. A prime component of 
health care inefficiency and waste is the delivery of services that would 
be unnecessary if effective care was delivered. The provision of 
unnecessary services not only increases cost but also represents a 
significant quality problem. Unfortunately, unnecessary services do not 
lead to a decreased payment; indeed, the converse is more often true. 
Unnecessary services result in increased payment. Further, in the Unnecessary services result in increased payment. Further, in the 
context of a payer with a fixed expenditure budget,  payments for 
unnecessary services result in lower payments to th ose providers 
who are delivering only necessary services . Thus, improved quality 
results in lower payments, perversely undermining the incentive to 
improve quality. P4P based payment system reform can provide 
providers with the financial incentive to reduce unnecessary services, 
thereby lowering costs and improving quality.

There are five types of health care encounters or events that are potentially
preventable and lead to unnecessary services:



PPE’s

1. Potentially Preventable Complications 
(PPCs)

2. Potentially Preventable Re-admissions 
(PPR’s)(PPR’s)

3. Potentially Preventable Admissions (PPA’s)
4. Potentially Preventable Emergency Room 

Visits (PPVs)
5. Potentially Preventable Ancillary Services 

(PPS’s)



PPE’s

4. Potentially Preventable Emergency Room Visits 
(PPVs)

PPV’s  are emergency room visits that may result from a 
lack of adequate access to care or ambulatory care 
coordination. PPVs are ambulatory sensitive conditions 
(asthma) which adequate patient monitoring and follow-(asthma) which adequate patient monitoring and follow-
up (medication management) should be able to reduce 
or eliminate. In general, the occurrence of high rates of 
PPVs represents a failure of the ambulatory care 
provided to the patient. However, when a PPV occurs 
shortly following a hospitalization, the PPV may be the 
result of actions taken or omitted during the hospital 
stay, such as incomplete treatment or poor care of the 
underlying problem and/or poor coordination with the 
primary care or specialist physician.





Where Do Americans Get Acute Care?

� 354 million annual visits for acute care
� treatment for newly arising health problems

� Site of care
� 42 percent: patient’s personal physician� 42 percent: patient’s personal physician
� 28 percent: emergency department
� 20 percent: specialist
� 7 percent:  hospital outpatient department







By Jeff Goldsmith
Analysis & Commentary
Accountable Care Organizations:
The Case For Flexible
Partnerships Between
Health Plans And Providers

doi: 10.1377/hlthaff.2010.0782
HEALTH AFFAIRS 30,
NO. 1 (2011): 32–40



Goldsmith: ACO’s

� Fisher ACO concept led to ACA ACO
� Hospitals likely to be centerpiece of ACA 

ACO
� Greatest costs � Greatest costs 
� Most infrastructure

� Troubled history of hospital physician 
collaboration in the ’90’s



Goldsmith: ACO’s

� Current hospital strategy
� Employ physicians as a way to control them
� Many of these acquisitions are not financially 

viable
� Hospital mergers result as part of effort to � Hospital mergers result as part of effort to 

control market and increase payer rates
� ACA ACO incentives are too weak to support 

all this
� Result: cost shifting will increase 
� ACO’s a “bridge too far”



Goldsmith: ACO’s

� Largest avoidable Medicare costs are hospital related
� In many communities the hospital is the only organized 

care delivery entity capable of executing the model.
� For hospital administrators, alignment is code for 

“physicians work for me and will do what I say.”
Almost two-thirds of physicians who signed employment � Almost two-thirds of physicians who signed employment 
contracts in 2009, as well as half of the physicians who 
were just entering practice after training, worked for 
hospitals

� Multiple studies have shown that hospital-led market 
consolidation increases the overall cost of the US health 
care system.





Goldsmith: ACO’s

� Three general categories of health services
� Primary medical care: low-intensity longitudinal 

care, delivered by primary physicians
� Unscheduled care: consists of episodic 

diagnostic services, delivered by office-based diagnostic services, delivered by office-based 
physicians, and unscheduled emergency 
services, which chiefly take place in hospitals

� Specialty care: major clinical interventions such 
as in cancer care that usually involve 
hospitalization or organized outpatient services, 
in which multiple specialists participate



Goldsmith: ACO’s 

“Unscheduled medical services make 
up the least predictable component of 
medical costs. In a tripartite payment 
model, these unscheduled services model, these unscheduled services 
would continue to be paid for essentially 
as they are today: fee-for-service , with 
cost sharing for patients.”



Goldsmith: ACO’s







The Right Thing: Asplin

� Medicare 30 day readmission rate: 20%
� The “right thing” is a bit like a catch-22

� 1 day admits being looked at by RAC’s
� If admitted, DRG pressures force downward � If admitted, DRG pressures force downward 

pressure on LOS and resource use
� Hospital VBP readmission penalties

� Admission/discharge disposition is the single 
most costly decision the EP makes   



Hospital Readmissions—
Not Just a Measure of Quality
Shreya Kangovi, MD
David Grande, MD, MPA
1796 JAMA, October 26, 2011—Vol 306, No. 16

“Although the current policy debate would suggest 
otherwise, readmission rate is not a quality metric. Nor is 
it a measure of patients’ health status. Readmission rate it a measure of patients’ health status. Readmission rate 
is, by definition, a measure of health service use. And 
while this use is influenced by the quality of care and 
patients’ health status, it is also a function of access to 
health services and to socioeconomic resources like 
income or social support.”



Hospital Readmissions—
Not Just a Measure of Quality
Shreya Kangovi, MD
David Grande, MD, MPA

“…policy makers should monitor the 
consequences of readmission penalties, 
especially among socioeconomically especially among socioeconomically 
vulnerable patients. In addition to 30-day 
readmission rates, the CMS should monitor 90 
and 180 day rates, emergency department and 
observation service use, and mortality.”



EM and Admissions/Readmissions

� We can’t reduce these by ourselves
� Infrastructure required

� primary care base
� coordination of care and information sharing� coordination of care and information sharing
� tools/systems to identify and support at risk 

discharges

� Need research to understand real 
contributing factors and measures based on 
solid evidence base



EM and Admissions/Readmissions

� NQF Priority
� Patient Outcomes: All-Cause Readmissions 

Expedited Review Project 2011 
� Expand on 2009 work 
� ACEP QPC Chair Brent Asplin on the Roster



Episodes of Care 

� EOC’s are one of several payment strategies 
intended to move from paying for volume to 
paying for value

� EOC’s defined:EOC’s defined:
� essentially bundles payment for some or all 

services delivered to a patient for an episode 
of care for a specific condition over a defined
period of time



ACA EOC

� 3 days prior to and 30 days post hospital 
discharge

� Section 3003: episode grouper and quality 
measures by 2012measures by 2012

� Section 3023: bundled payments for episodes 
by 2013

� Section 3007: budget neutral physician 
payment modifier 



ACA EOC

� Multiple existing tools
� Ingenix ETG

� retrospective

� Thomson-Reuters Medstat MEG
retrospective� retrospective

� ABMS
� cost of care 

� Prometheus
� Global budget (not payment)
� Quality and PAC witholds



EOC Construction

� Clinical dimension
� What services /conditions are included

� Time dimension
� When an episode begins and ends� When an episode begins and ends

� Clinical logic
� Evidence based care pathways
� Quality metrics

� PAC’s



PAC’s: Old School



EOC Construction

� Major challenges
� Risk adjustment
� Multiple comorbities

� Which episode is the hypertensive diabetic s/p 
hip replacement in when they have a STEMI?

� Attribution� Attribution
� Which providers are included

� Impact of individual provider on episode
� Provider variability  

� Provider payments
� If based on FFS then inequities regarding 

technical vs cognitive carry over



EOC’s

� Easy
� Healthy 60 y/o gets hip replacement

� Hard
� One year of care for hypertensive diabetic with � One year of care for hypertensive diabetic with 

CHF  





NIHCR Policy Analysis: Pham

“Ideally, episode-based payments can be linked to 
episodes where utilization and cost variation is the 
result of provider behavior and under providers’ 
control in the context of actual care relationships 
among providers. Episodes with highly 
unpredictable service patterns and/or disease 
progression that are largely outside of progression that are largely outside of 
providers’ control may be unsuitable for 
episode-based payments . For example, although 
it is straightforward to define the start of a trauma 
episode, surgeons and emergency department 
physicians have little control over the severity of a 
trauma patient’s injuries, making even similar and 
easily specified trauma episodes—such as 
automobile accidents—difficult to compare in a 
meaningful way for payment purposes.”





EOC’s and EM: Wiler et al

� Episodes are based on diagnoses or 
procedures
� Patients present to ED’s with undifferentiated 

complaints
� Abdominal pain may be…..� Abdominal pain may be…..

� EMTALA mandated MSE
� Deployment of all appropriate resources

� Liability issues
� Resource utilization pressure

� EP contribution to episode cost is minimal 



EOC’s and EM: Wiler et al

� Challenges 
� more than one provider and facility are usually 

involved in the care of a patient during an episode
� median number of physicians involved in a 

Medicare beneficiary’s EOC is seven.[43]  Medicare beneficiary’s EOC is seven.[43]  
� one study, 57% of hip fracture and 28% of AMI 

patients received care in 4 or more facility 
settings.[17]   

� therefore, equitable allocation of payment for 
services to both multiple providers and facilities for 
one EOC is challenging 



EOC’s and EM: Wiler et al

� Challenges (cont’d)
� many patients have multiple co-morbid 

conditions
� one analysis found that

� beneficiaries averaged 8 or more episodes of 
care during a year,

� some for interrelated conditions (eg, patients with 
acute myocardial infarction also had hypertension 
[63%], congestive heart failure [54%], or diabetes 
mellitus [35%] episodes)



EOC’s and EM: Wiler et al

� EP’s do not control volume
� EP’s do not benefit from elective increased 

intensity (more procedures; more imaging)
� EP’s provide safety net value that are not � EP’s provide safety net value that are not 

considered in an EOC
� Trauma systems
� Disaster/bioterror readiness

� 24/7/365 availability 



EOC’s and EM: Wiler et al

� ED EOC
� Presenting complaint based

� Eg 40y/o male with chest pain

� EMTALA requirements
Liability concerns� Liability concerns

� Current EM EBM guidelines address what 
should be done
� No real evidence around what should not be 

done
� Comparative Effectiveness Research needed 



EOC’s and EM: Wiler et al

� “At this time, essentially no research-based 
evidence or policy exists from which an 
episode of care system might be derived for 
chief complaints.” 

� “…we agree with Goldsmith that acute � “…we agree with Goldsmith that acute 
unscheduled episodic care, such as 
emergency care, cannot be accurately valued 
within an episode grouper for the reasons 
previously noted, and as such, emergency 
services should continue to be reimbursed by 
a fee-for-service model. ”



EOC’s and EM: Wiler et al

“…we recommend pursuit of a national 
research agenda with an aggressive timeline 
to inform payment policy reform decisions for 
emergency care. Emergency medicine 
research that quantifies the economic value research that quantifies the economic value 
of emergency care within an “episode” would 
be helpful for developing future models of 
payment and would assist in informing a 
sustainable, patient-centered health care 
policy.”



EOC’s and EM

� EM “carve out” strategy will be politically 
challenging
� PCP’s could dump on ED’s for resource 

intensive diagnostics

� FFS with P4P incentives may be a transitional 
strategy
� Admission alternatives
� Care coordination 



EOC’s and EM

� Emergency care is 2% of healthcare costs but 
is the poster child for avoidable costs, waste 
and inappropriate care

� ED visit may initiate an acute EOC (eg 
STEMI)STEMI)
� ED visit is very small percentage of episode 

cost
� EM “value” is in EOC avoidance 

� ED visits in established EOC’s are PAC’s 



ACEP and EOC’s

� Delivery System Reform Task Force
� Coordinate ACEP committee, Board and 

EMAF activities and make recommendations 
regarding EM approach to ACA and VBP

� Representation from coding/reimbursement, 
quality, research, practice management, IT 
and governmental affairs

� EMAF (Emergency Medicine Action Fund)
� Funding for research





Thank You

Dennis Beck 
dbeck@beacon-medical.com


