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Introduction

Healthcare systems across the world are facing an augmenting burden of chronic disease. The
need for better integration of care systems and patient pathways has been increasingly
recognised in the last decades. Existing care systems in Europe have pfbeelh th
navigate in particular fgpatientswith complexhealth issuesand multimorbidty, and such
patients are also often those that have proved to be most challenging to manage in a good
way within current organisational models. The financial asgéion and the reimbursement
system play a constituent part in the management operations of a healthcare system,
together with legal frameworks, clinical guidelines, norms, forums for collaboration,
information support systems and care practices. Paymedatm isconsidered anmportant
component of a broader set of strategies to achieve greater degrees of care integration.

Objectives

The overall aim of this study is to bring together findings on financial arrangements to support
care integration. Thissidone by exploring how the financial organisation and payment
mechanisms in healthcare can incentivise or hamper care efficiency and integration,
describing current trends in the introduction of financial arrangements aiming to support care
integration, poviding examples on how different financial arrangements may support care
integration through examples across different healthcare settings in selected countries, with
emphasis on the Project INTEGRATE case studieshrandgh analyss of challenges and
facilitators to the alignment of financial organisation and payment mechanisms with goals of
care integration. We focus on financial arrangements between payers/purchasers and
providers.

Methods

This study is based on a literature review, a survey amxogrts in the Project INTEGRATE
partner countries andhe analysis of financial flows, incentives and disincentives to care
integration associated with financial arrangements in four case studies carried @ojdnt
partners in the first phase &foject INTEGRATE

Results

The results of the ProjedNTEGRATEase studies and the expert survey show that
fragmentedfinancal systems, i.e. with separate funding streams and governance structures
for different types of services, or provider payment mechanisms that do not adequately
reward and encourage care coordination may create barriers to care integration. Payment
mechanismso independent providers rewarding volume proviitie incentive for providers

to collaborate and hamper service redesign. Separate budgets may create incentives to shift
patients and costs to another level/part of the care system. Without agreed atdregys

and accountability lines it may be difficultremlignincentives even across providers within a
single payer system.

Payment reform options span from amending existing peddent provider payment
systems paying for coordination activities, eg.a 'per member per month/year' basis,
mechanisms for payment across providers such as bupdlgdens alongdisease or entire
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care pathways, to populatidmased paymestwhere providers assume responsibility for the
health of definé populatiors. Thae are increased ambitions to move towangsyment
approaches that rewardalue instead of volume, and consider final health outcomes and
patient satisfaction as well as costs.

Integrated payment mechanisms such as creating one price for the care package, are
experienced to facilitate care integration. Howewseriences with bundled payment show

that high incidence of muitnorbidity challenges diseatased paymentand thatlinking
payment too closely to care standards may introdu@entoich standardigtion and give too

little room for adapting to patient needSuccessful integrated care arrangements covering
both health and social care can be achieved without full integrati financial flows if
necessary structures to sustain and instituticsealihe collaborative arrangements are in
place. Providing financial support or stap funding may help to reduce the risk of and hence
ease the implementation of new integratedamordinated service provision models.

Discussiomand conclusion

Health services redesign éemplexand usually multidimensionalhd& effects of financial
arrangementsare often difficult to separate from other elements of service delivehy.
number offinancial arrangements to support care integrati@ve been introduced in recent
years and are still at early stages of implementatidrs contributes to a weak scientific
evidence base for thepecific impact ofpayment mechanisms and resource integnat
mechanismson care integration Experiences from case studies such as those of Project
INTEGRATRdicate that financial factors are important, however not necessarily sufficient or
decisive, to successful implementation and development of integratedexperiences from

one setting may not be readily transferable to other settohggsto contextual factors

A onesizefits-all approach to integration may be counf@oductive, since integration
requires flexibility and adaptation tocal contextspatients and othestakeholders. However
a challenge with adopting policies that encourage diversification and {baa#y solutions
may be to assure equity in care quality across populations or geographic regions.

System reform approaches is neededchange financial flows and payment models since in
most countries funding and payment models are regulated and decided at 'higher levels' in
the system, at central or regional level either unilaterally by government or 'third party payer'
or in negotiabn with interested parties. Also local initiatives may require removal of legal
and structural barriers involving national or regional policy change.

Financial integration within healthcare and across health and social care may be difficult to
implementin practice, even with supportive regulatory measuwggess existinginderlying
incentive structuresre properly addressed and considered. Care integrationcmalienge
provider autonomyand pogress toward integration can be slowed without an anchored
vision. The investment needed for changing systems and building competencies are often
underestimated.Operating new payment systems is likely to add transaction arastane

should be realistic about the time and costs it takes to develop capabilitiesanage
comprehensive payment models, such as populdiesed paymentThus it is important to
remain focused on how the financial reforms improve patient outcomes, so that the process
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does not end up with organisational, governance, budgetary and wtalicthanges that do
not sufficiently change the patient experience.

Key messages

1 There is a continuum of options for financial arrangements to enhance
coordination. It is important to consider and outline the (lbergn) goals of a
reform and is potential challenges.

1 Payment mechanisms incentivising the care coordinating role of primary ca
often been a first step. But without shared objectives and balanced fing
incentives across providers the desired changes may not be achieved.

1 Payment bundling incentivises coordination across providers, but disassd
payment tightly linked to care standards may introduce inflexibilities
unintended incentives, and may not be optimal for patients with complex n
and multiple chronidInesses.

1 There are increased ambitions to move towards value based systems ta
population perspective, emphasising population health, care quality and pa
centred outcomes. However, comprehensive payment and delivery system
require consideable transaction costs. Time and cost to develop new fina
models and capabilities to fine tune these should not be underestimated.

1 Reform strategies should match system capabilities, both on part of purchase
providers, including competenceyformation and technical requirements, ar
distribution of risk and accountability for outcomes. Otherwise, system cha
may result in professional and provider resistance or adverse and unintg
provider responses.

1 Integrated care can be achieveditiwout full financial integration. Financi
arrangements are important, but not sufficient for change.

1 The overarching goals of reform of financial models should be anchored w
stakeholders and focus kept on improving patient experiencesw@ndmes.

ProjectiNTEGRATE 6
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1 LYGNRRdAzOGAZ2Y

Healthcare systems acros®torldare facingan augmentingourden ofchronic diseaselhe
increasedprevalence otardiovascular disease, diabetes, chronic respiratory diseases, mental
disorders, disabiles and canceis caused by demographic shift towardacreasingly elderly
populationsin conbination with increased chronic diseageevalencealso in younger age
groups due to unhealthy lifestyle and/or environmental factor¢Busseet al. 2010.
Furthermore, €chnological advances healthcarecontinuouslyexpand the field of medical
practice More and morecan be done to improve health conditions tipaéviouslycould not
be treated allowing people to survive and live thidiseases that previously resultedrapidly
deteriorating health anddeath. Meanwhile with the maturation of welfare societies,
patients' demands ad expectations increas@ot only in relation to the clinical interventions
per se but to how they are delinegl and what flexibility is offered by the care syst&uch a
diversification of expectatiommay be influenced bgge and socioeconomic backgrouartl
concurrentlyresult in inegitiesin healthcareprovision, also in systems witimiversal health
coverage(Vikum et al. 2013 All these factos, togetherwith concernsfor assuring thdong
term financialsustainabilityof tax or insurancénancedhealth and social care systenis
part as a consequee of the ageing populationput increased pressure on the efficient
management and organisation of healthcaregial careand diseaseprevention(Busse et al.
2007).

The need for better integration of care systems and patient pathways has been increasingly
recognised in the last decadéShortell et al. 1993Leatt et al 200Q. While terms and
definitions vary, @road aim of care integration is to address fragmented care delivery to
improve health outcomes, access, efficiemndqualityof care tomake the patients' journey
through the system of care as smooth as posqiBiéne andGarciaBarbero 2001 The

WHO lists six different, somewhat overlapping, uses of the term integrated. rArpackage

of health interventions for a particular population gro@) Multi-purpose service delery

points ¢ a range of services for a catchment population is provided at one loc&jon
Continuity of care over timéor patients withlongterm conditions 4) Vertical integrationof
differentlevels of healtlservices, with an overall management stture and strategic vision

5) Horizontal integration across sectors, e.g. achesdth and social servige8) Integration

at policymaking level and health services manager@HO 2008 Theoptimal level of
integration and thebest approach to care integration may differ for different patient
populations. Existing care systemd$£uropehave proen difficult to navigate imparticular for
complex and mukmorbid patientsand such patients are also often those that are proving
most challenging to manage in a good waywiturrent organisational model§here is a
growing ambition to shift towards peopbentred, integratedcand population health oriented
healthcare delivery systems (WHO 20T%)s study will focus mainly on definitiorS @bove,

care integration across health professionals and providers, vertically and horizontally, for
patients with complex, lontgrm andor multiple ilinesses.

The financial organisation and the reimbursement system play a constituent part in the
management operations of a healthcare system/organisation, together with legal frameworks,
clinical guidelines, norm$rums for collaboratio, information support systemand care
practices. There is currently a great deal of exploration into ¢mwtractual models and
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payment mechanisms can serve as vehicles to achieve better quality of care and direct
providers in directions that take into account broader issues in line with health policy goals
(Busse et al. 2007Healthcare payment schemes have been predominantly designed for
acute care settings and may thus contribuget create inefficiencies and barriers for chronic
care or integrated care across providgBusse and Mays 20p8Payment reform is
considered as ammportant component of strategies to achieve greater degrees of care
integration since current funding systems in many cases are consitefezia cause of care
fragmentation. In this reportwe will analyse theole of financial arrangementsin the
ambitons of moving towardsnore integrded care delivery models, focusing &uarope

while drawing on some internation&xperiences and example®/e focus on financial
arrangements between payers/purchasers and providers. How money is brought in to pay for
health and social care (e.through taxes, insurances or eoftpocket payments) will be
considered mainlgscontextual factos.

1.1. Am and djectives

The overall airof this study $ to bring together findings on financ@tangementdo support
care integration.

1. Explorehow the financial organisation armgayment mechanismm healthcarecan
incentivise or hamper care efficiency antkgration

2. Describe current trends in the introduction 6hancial arrangementgiming to
support care integration angeoplecentredcare

3. lllustratehow different fnancialarrangementsmay support are integration through
examples across differehtalthcaresettingsin selected countriesvith emphasis on
the Project INTEGRATE case studies

4. Analyse challenges arfdcilitators to thealignment offinancial organisation and
payment mechanismsith goals of care integration apeoplecentred care

The report is organised as follow: Cha@elescribes the methods use@hapter3 provides

an overview of financing models and payment mechanisms in healthcare as well as of
prevalent contracting or cooperation models used to foster care integration. Cliagitess

an overview of financial arrangements that have been explored or implemented to support
care integration across providers, referring to examples identified in the literature as well as
in the ProjeciNTEGRAT®ase studies and expert survey. Chaptprovides a brief account

of the evidence of the impact of payment mechanisms on quality and health outcomes, of
financial integration across h#atare sectors on goals of care integration and health
outcomes, as well as of the impact of different approaches to care integration on costs and
effectiveness. Chaptes reports the results from the expert survey providing examples of
policy developments towards integrated care including changes in financial arrangements
(financial organisation and/or payment mechanism) in ProdTEGRATkaArtner countries
Chapter 7 gives an account of initiatives towards care integration in the four Project
INTEGRATEase studies with analysis of the fical approach used to support care
integration in each cas®arriers and facilitators to implementation and sustainability of the

ProjectiNTEGRATE 8
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case study interventions related to financial, structural and legal factors, as well as incentives
and disincentives ipayment mechanisms is discussé&thally Chapter 8 defines main
conclusions of the repart

This study is part ofhe Project INTEGRATE'Benchmarking Integrate@are for better
Management of Chronic and Agdated Conditions in Europefinanced by the European
Union's Seventh Framework Program(peoject reference 305821). For more information
visit the project websitenhttp://projectintegrate.eul

ProjectiNTEGRATE 9
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2 a SKi2aR

This study is based on a literature review, a survey among sxpéne Prgect INTEGRATE
partner countries andan analysis of financial flowsicentives and disincentives to care
integration in four case studiesarried out byproject partners and introducenh previous
projectpublications.

2.1. Literature review

The literature review was conducted with the purpose of summarising the evideroe in t
scientific and greyiterature on finan@al arrangementsto facilitate care integration and
peoplecentredcare.Asnoted abovehere is not one broadly agreed definition of integrated
care. Wefocus in this report on care continuity for patient with léegm illness and the
vertical and horizontal integration across health secitfigh financialrrangementsve refer

to initiatives to align or pool resources across sectansl/or the utilisgion of payment
mechanisms to support cooperation and care integration across proviéarancial
arrangements tachieve increased levels of care integration p@dplecentred care spaa
continuum fromdirect financial incentives to ameliorate commuation or referral between
different care units, tahe full integration of fding risksharingand management across a
spectrum of services providers. Recognising that organisational change often needs to take a
stepwise approach, and that a challenge this process may be to get a comprehensive
picture of this continuum of different approaches in different settitigs,literature review
intended to pickup and map out interventions across this continuum.

Table2.1 Literature review: Inclusion and exclusion criteria and sesrategy

Inclusion criteria | A Publications from the last 10 years (from July 1, 2004 until August 1, 2014)
A Published reviews and megmalysis performed systematilyain English languag
that examine the effects of payment systems and other financial mecha
conducive tocare integraton in different settings (primary care, secondary cg
specialist care, social care, community, home, linkages across settings)
Individual reports in English language identified as grey literature
Overviews

Exclusion criteria NonEnglish articles retrieved in official databases

Opinions

Databases
scientific
literature

Medline(®)

EMBASE

The Cochrane Library of Systematic Reviews

econLIT

CINAHL(®) (Cumulative Index to Nursing and Allied Health Literature) PRE
CINAHL(®)

A Complemented with a reference review of key articles

I I I D D B D B D

Grey literature
sources

Google Scholar

Websites of major health and social care government organisagicexdemic
institutions, NGOs and thisinks (e.g. the WHO, OECD, The Commonwealth |
European Observatory on Health Systems and Policies)

> D
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The review of the scientific literature identifiede systematic review of pdgr-performance
scheme in dsae management of chronic care and two explorative reviews of payment
mechanisms to support care integration focusing on Europe and the US respettieely.
review of the grey literature returnethree systematic reviewelevant for the studyTwo
reviewed mechanisms for funds/resources integration and one assessed the evidence on the
economic impacts of integrated caféhese studies are presenteddhnapter5 of this report.
Furthermore,both the scientific andrey literature returned a wetl of overview and case
studies addressing issues related to financial arrangementsi@giatedcarethat wasused
assources of informatiothroughoutthisreport.

2.2. Project INTEGRATE case studies

In the first phase oProject INTEGRAT@&ur case studies on integrated care experiences in

the management of chronic conditions different settings across Europe was performed,

with the aim to better understand the criticauccess factors of integrated care, and the
importance of their specific local contexts. The case studies comprises two disease pathways
(COPD and diabetes) and two care coordination driven settings (geriatric care and mental
health) in four different acentries with two different types of health systems: Spain and
Sweden with a tax financed national health type of system and Germany and Netherlands
with insurance based systems. Two different case sites with different type of integrated care
interventionswere included in the Swedish study. Additionathe case studies aimed at
JFAYAYy3 Ayardakida F2N (Kt akeRBligdi theAsé&cnd phis2 NJRA T 2
of the project. One of the crogwsitting themes is the role that financarangemen playsas

limiting or promoting factors for care integration.

A conceptual framework was developed as basis for the analysis of financial flows, facilitators
and barriers to care integratiarlated to financial arrangements fouiml the casestudies
presented in chapte7 (Figure2.1). The chapter includes botla description of the case
studies on relevant topics and a comparisboasestudy experiences.

Figure2.1 Concetual framework

External factors Internal factors
STRUCTURAL
& LEGAL BASIY —> PAYER(S) <— IMPACT/
FOR FUNDING EFFICIENCY
BARRIERS
& FINANCING INCENTIVES _
MODELS & & Quality

FACILITATORS
DISINCENTIVES Access

Tointroduce s P RCHASER(S¥—— In financing Care continuity

Legislation financing models
to integrate care models and

Policy

L ayment i
Reorganisation ch)rqanismS Cost containment
..or due to
(pBu'td e“r}es . filr?;rljc(i)::ll [ordueto
rotocols o ; S PROVIDERS <«— lack of such
gration
to enhance
care integration
— PATIENTS (g
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For a detailed description of each case stwiyrefer to the case study report&lénso et al.

2014, Busetto et ak014 Kiselev, J. 2014, Larsson et 2014 and Klinga et aR014). The
German case study is supplemented wdgbscriptions of the financial arrangements for
integrated care in place in Germany. A review of financial systems for healthcare in Germany,
with a focus on geriatric and integrated care, is provided in Appendix B.

2.3. Expert survey

To gather examples of rededevelopments in financial arrangement to support integrated
care in the eight ProjeciNTEGRATRartner counties (Belgium, Estonia, Germany, The
Netherlands, Norway, Spain, Swedangd Switzerlandand in the UK,mexpert study was
conducted. The surveywas designed and conducted by the partners from SINTEF and
University of TartuThree experts (one healthcare director/manager, one senior relseain
healthcaremanagementiinancing, and one government administrator) were approached in
each country wh support from the project partnetsThe survey data collection took the
form of a written questionnaire provided over email after initial phone confdw. survey

was conducted in February 2015. We received ansinmrsfive of the countrieBelgium (2,
Estonia (2), Norway (3), Spain (2) and Switzerladd (2)

The survey information is supplemented with information from the Organisation for
Economic Goperation and Development (OECD) Health System Characteristics Surdey 2012
which describes the institutional structure of health systems in OECD countries, including
overview over the most important features of organization and payment mechanisms for
primary care, outpatient care and inpatient acute care serving as backgroomdatibn for

the survey data. Since there may be recent changes or errors in compiling information and
making the tables from OECD, we sent the document for verification to our partners. The
information provided by the respondents and collected from tHeCD Health System
Characteristics Survey is partly elaborated by consulting other written sources such as the
latest country report from Health Systems in Transition (HiT) series of the European
Observatory on Health Systems and Policies and OECD Rdviteadtlo System in case of
Switzerland.

The survey questimaire is provided in Appendix A

I Unfortunately wewere not able to contact any expeits GermanyHowever, as mentioned above, the report
includes a separate review of the financing of healthcare in Germany (Appendix B).

2The two respondents from Switzerland collaborated in answering the questioessiartiey.

3 http://www.oecd.org/health/HSCsurvey2012
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3 CAYF WEHX YAIE R AR Y Sy A grSHOKT KO FaNE

Financing systems serve several purposes including secure adequate and fair funding, provide
right financial incentives for providers, and secure equitable access to health and social care
services (WHO 200@®ollowing the WHO description of integrated care as bringing together
dnputs, delivery, management and organization of services relatgidgnosis, treatment,

care, rehabilitation and health promotion 6 DNJ y S -Barffe®o 2@DR) N@ Achalso

think of the role of the financing systemhealthcareas:

1 To facilitate health promotion in order to reduce the need for diagnosis, treatment
and rehabilitation

1 To facilitate the provision of services so that the right amount (and composifion)
servicesare delivered on time and in the appropriate setting

A key challenge to achieving better care integration is that the core structures dfsestdb
healthcare systems may act as barriers to a more integrated and psslted approach to
service delivery. Healthcare has traditionally been organised around an acute, episodic model
of careq with focus on curative, hospithbsed, and diseas®iented servicegOvret\eit et al.

2010. Prevailing healthcare systems, with individual providers or organisations delivering
discrete elements of care,ay work against care integrati@mceeach unit focuses only on a
portion of the care pathway and not on overall outcoméghen no single provider is
accountable for overall outcomes, there are few incentives for collaboration across providers
or for bottomup innovation towards increasing final health outcomes (McClellan et al. 2013).
The system ofiealth care financing @nof reimbursing providers plays a constituent part in

the management of a healthcare system together with legal frameworks, clinical guidelines,
norms, and care practices. Reimbursement systems can vary from relatively simple to highly
complex,integrating various forms and dimensions of payment mechanisms and financial
incentives, to a large degree dependent on the tradition and characteristics of the healthcare
system in a countryA fragmented healthcare financing systegontributes to lower the
effectivenessn healthcareservice deliveryHigure3.1) (WHO 2000Delnoij et al. 2002)

Figure3.1 The challenge: Fragmented financingedithcareservices

- Separate financial flows - Inflexibility

(silos) - Lack of coordination

- Multiple payment

mechanisms Wrong services at the wrong

) ) . place at the wrong time"
- Non-aligned incentives
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This chapter gives an overview of financing models and payment mechanisms in healthcare as
well as of prevalent contracting or cooperation models used to foster care integration.

Financing of &alth and social care (financial flows) involves three connected steps or
functions (Kutzin 2001, Mossialos et al 2002):

) Raise revenue (funding),
(i) Pool funds (risk pooling) and
(i)  Purchase services (paying providers).

This report concentrates mainly ahe last step in the financial flowe. mechanisms of
paying service providers and the link to provider organisafobrief introduction to the

issues of funding and risk pooling as well as to key contextual factors of health system
structure, organisggon and management iprovided in section$.1 and 3.2 Models of
provider paymentin health careare discussed in sectidh3. Specific models fgpayingfor
integrated care are discussed in sect®d. The financing system may vary within and
between health and social care, e.g. separate sources and mechanisms for collecting funds
and hence separate payers/purchaser organisation (finasdizd). Fund and resource
integration mechanisms to overcome budget silos, e.g. across health and social care sectors,
are described in sectioB.5. The main focus the chapteris on financial incentives used
towards providers. Some examples of financial incentives and mechanisms directed towards
patients are included in sectioB.6. Finally, a summary and discussion of value based
payment systems is provided in sect®ii

3.1 Healthcare financindunding andiskpooling

Collection of revenudgavolvesthree questions:

1 from which sources funds are raised, i.e. Who pays?
1 the mechanisms used to collect funds, i.e. How is payment made?
1 the institution collecting funds, i.e. Who collects?

Typical funding sources are firms, employers, employees and individuals. Typical collection
mechanisms ardaxation, contributions to smal insurance funds, voluntary purchase of
private insurance and owf-pocket payments Typical collectors are government
(national/regional/local) independent public bodies, ndbr-profit insurers and foprofit
insurers.

Tax funding implies that hidlacare is financed through general or local taxation. The actual
amount of funds allocated to healthcare is politically decided in national and/or regional/local
budgetary processes. In thased systems basic healthcare coverage is based on citizenship
(universal coverage). Countries where healthcare is mainly funded through taxes are e.g.
Spain, UK and the Nordic countries. Funding healthcare thrstaglitory (social) health
insurance (SHI) does not necessarily differ much frorhds&d systems regandj who payg

for healthcare. In this casefunds are raised by compulsory income related
employer/employee contributions. SHI is therefore sometimes also referredtéx-based
insurance (Kulesher and Forrestal 2014). However, in pure form, this sysieictsre¢he
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amount of money available for healthcare to the sum of insurance premiums collected
(earmarked healthaxes). Countries where healthcare is predominantly funded through
statutory (social) health insurance (SHI) are e.g. Belgium and GermasmanUSample of a
system where voluntary private insurance plays an important @ileer countries based on
private insurance (as opposed to social insurance taxes) (e.g. the Netherlands and
Switzerland) have compulsory health insurance and stronglyjategumarkets and are
therefore characterised as S¢tluntries in the international system of health accounts (Paris
et al 2010). In practice there is a mix of different sources, mechanisms and collectors within
most countries, and a convergent®tween system can be observeds SHbystems
increasingly us¢éax-based funding to manage increasing costs and to maintain universality
(Stabile and Thomson 2014).

Pooling of funds means that the individual risk of healthcare expenditures is shared between
contributors, i.e. pooling of financial risk across (subgroups of) the population. The collection
and pooling of funds may be integrated. If there are several pools (i.e. several sickness funds),
mechanisms to equalise risk between pools will generally beedpph insurance based
systems with competition between insurers, +@justment mechanisms are also used to
counteract incentives of risdelection/creanskimming (Van de Ven et 2003).

In systems with multiple social insurance funds and where funds are in effect pooled at the
national level, or in systems with separation between the functions of funding and purchasing
of healthcare, a mechanism to allocate fund to purchaseedso needd. Arrangements
where a funder or purchaser is responsible for healthcare services for a geographically based
or enrolled population is sometimes referred toldsalth plan's(Rice and Smith 2002, Penno

et al 2013). The mechanisms used to allocate fundkealth planscan take on many forms

from cost reimbursement, prospective activity based allocations, global budgets based on e.g.
negotiations or historical costs, and population based (per capita) payment. The latter is
commonly used in Europe (Rexed Smith 2002). Again adjusting for risk profile of population
and cost of provision may be usedsecure equal opportunities in access (Penno et al. 2013).
The mechanisms for allocating funds'health plansresemble the mechanisms to allocate
fundsto or paying providers described in sect®&

3.2 Healthcare system structure, organisation and management

Healthcare systems have often been grouped together based on their main source of
financing: i.e. takased versus insuranéel 8 SR &aéadSvya oa. SOSNAR3IS:
systems). When it comes to decisions that affect structure and performance of achealth
system, however, the source of financing may, as briefly discussed in section 3.1, be viewed
as of lessmportance.Instead healthcare systems can be described in terms of how they
differ with regards to regulation, financing and provisido furthe facilitate comparison,

along each of these dimensions, systems can be characterized as being dominated either by
the state, by societal organizations or institutions or by private adtkin this framework

Bohm et al. (2013) group OECD couninésfive different types of healthcare systems. They

are described imable3.1. There is a large literature discussing the labelling of healthcare
systems, howeverfor our purpose this particular grouping of countries may facilitate
discussion of policy directions that are available in terms of integrated care and of whether
policy is transferrable between countries.
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Table3.1 Type of healthcare systefns

Type of system Regulation Financing Provision OECD countries

National Health Denmark, Finland, Iceland, Norway,

. State State State Sweden, Portugal, Spain, United
ServicgNHS) Kingdom (UK)
National Health . Australia, Canada, Ireland, New
Insurance (NHI) State State Private | 7 aland, Italy
Social Health , . . Austria, Germany, Luxembourg,
Insurance (SHI) Societal Societal Private | gitzerland

. . Belgium, Estonia, France, Czech
Etatist Social Health State Societal Private Rep?ublic, Hungary, Netherlands,
Insurance .

Poland, Slovakia, Israel, Japan, Kore

Private Health Syster Private Private Private United States (US)

SourceBdhmet al. (2013).

National Health Service (NHS) systemescharacterized by a state that plays the dominan
role in regulation, financing as well as provision. We note that there will be differences
between the countries labelled as NHS @ble3.1, both in the size and role of the private
sector, and of the role of the central versus local governments.

National Health InsurancéNHI) systemsdiffer from NHS systems when it comes he t
provision of services. NHI countries will to a larger extent be based on private provision of
services. This does not necessarily mean that private provision outnumbers public, but the
number of private hospital beds is substantially higher than inchitg8ries.

Social Health Insurang@&HI) systemss fundamentally different from the NHS and NHI
systems as societal actors (i.e. public or private sickness funds) play a dominant role in both
regulation and financing of healthcare. Furthermore, prifaften for-profit) providers are

more prominent in SHI countries. Again, there are differences between countries. The
German healthcare system, although increasingly competition based, is still dominated by
corporatist regulation, while Austria is charaized by a more prominent regulatory role for

the state (BOhm et al. 2013).

Etatist Social Health Insuraneeruly mixed with the state responsible for regulation, societal
actors responsible for financing and (a substantial part) of provision in tius lod private
actors.

Private Health Systemswve as their core feature coordination by market actors, financing by
private insurance and provision by private actors. The US system is frequently described as a
private system, although it should be rem@ered that nearly 50 % of the financing in the US
comes from public sources through the Medicare and Medicaid programs.

4 State may refer to government at different levels.
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There issubstantial variatioralso within systemtypesin the degree of reliance of private
providers and market competition, whielso relates to regulation of access to services and
patient choice of providefThe creation ofinternal marketsto spur competition between
public providers, as well as allowing private organisatmanter the marketis introduced in
many countries previously relying on public provision models. Competisigreintroduced
both by allowingnore patient choice of provideby public tenders and market entry.

The distinguishing features of healthcare system disclessaek can be linked to ideological
concepts of governance and public managemelairtley (2005) describes three competing
approaches (seeTable 3.2); traditional pulic management based on a legislative,
bureaucratic approach to public service provis(@)) new public management applying
principles and practices from private markets in the public sector based on theory of public
choice (2), and networked governanceeskribing emerging patterns of governance and
ASNAOS RSEAGSNE 6A0GK -O0SyaliNRR 33 D NG Ay S
economic theories on eproduction(3). While each approach can be seen as associated with

a particular ideology and higtoal geriod, they also often cexist within health systemas

the older systems constitute the basis that consequent healthcare reforms may build on or

possibly try to overcome.

Table3.2 Publicmanagement paradigms

- . Citizencentred/
WENF RAUAZY ypas0 tdmtAd networked governance

administration
Context Stable Competitive Continuously changing
Population Homogeneous Atomised Diverse

. Complex, volatile
Need/problems Strglghtforward, _ Wants, expressed through and prone to risk

defined byprofessionals| the market

Strategy State and producer Market and customer Shaped by civil society

centred

centred

Governance through
actors

Hierarchies
Public servants

Markets
Purchasers and providers
Clients and contractors

Networks and
partnerships
Civic leadership

Key concepts Public goods Public choice Public value
Some largescale, . . o .
. . ; Innovations in organization | Innovation at both
Innovation national and universal
. . form more thancontent central and local levels
Innovations
Large stegchange Improvements in manageria| Aiming for both
improvements initially, | processes and systems. transformational and
Improvement but less capability for Customer focus produces | continuous
continuous quality improvements in improvement in front
improvement someservices line services
Role of . .
0% 0 Commanders Announcers/commissioners| Leaders and interpreters
policymakers
Role of li Efficiency and market
ole of public 'Clerks and martyrs' lency ‘Explorers'
Managers maximisers
Role of the population | Clients Customers Coproducers

Source: Hartley (2005).
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The shift towards network governance is apparent in the literature of integrated ecgre (
Goodwin et al. 200&heaff et al. 2010, Willem and Gemmel 204r3d may be related to the
fruitfulness of the approach in tacklingicked problem’s referring to "problematic social
situations where: (1) there is no obvious solution; (2) many individuals and organizations are
necessarily involved; (3) there is disaghent among stakeholders; and (4) where desired
behaviour changes are part of the soluti¢Rerlie et al. 2011), whickre characteristics of
fragmented health and social care sectors.

Heath system characteristics servas contextual factors influemg how payment
mechanisms worko support or hinder care integration, as well as acting as facilitators and
barriers to implementation of specific payment innovations.

3.3 Payment mechanisms in healthcare

Provider payment models in healthcare can vary frehatively simple to highly complex,
integrating various forms and dimensions of payment mechanisms. The interest in provider
payment mechanisms in relation to care integration stems from the assumption that provider
behaviour is influenced by the way thasye rewarded for their effort and remuneratedr fo

their service delivery. Consequentlye design of payment mechanisms and their inherent
incentives can be actively used to influence provider decisions (Christianson et al. 2007).
Payment models differ imwhat incentives they directly and indirectly, and intended and
unintended, send to providers, all of which may influence the effectiveness and efficiency of
the healthcare system in different wayRobinson 2001Conrad and Christianson 2004
Since the in@rent incentives of payment mechanisms may distort provider behaviour away
from optimal care provision, a mixture of different payment mechanisms are often used, with
the intention to try to create an optimal balance between cost containment, efficadjtyqua

and equitable access to care. National and local variations remain considerable, at the same
time, there remains a lack of consensus and evidence of what is the optimal mix of payment
mechanisms in differemontexts (Robinson et al. 2005

In this section we describe different provider payment mechanisms and how they relate to
care integration, i.e. addressing fragmentation of care provision and inflexibilities in service
re-design, and mechanisms for incentivising provider cooperdtiomlating these payment
methods to care integration we make a separation between actailf population based
mechanisms and performance based payment mechanisms.

3.3.1 From activity based to population based payment mechanism: financial integration by
bundlingof cost elements in provider payment

We start by looking at the payment mechanisms traditionally used as the primary base for

reimbursing healthcare providers. The different mechanisms can be characterised by the

degree of financial integration of careopision in théunit of paymentused.

The total cost of care for a patient can be decomposed according to the variables contributing
to the cost of care: unit cost per service, #services per case, #cases per episode, #episodes
per condition, #conditionper patient (Miller 2009). At provider level the number of patients
receiving care and also services that are not related to single patients but rather to groups of
patients or patient population in general, also affects total costs of service pro@egirper

patient can be considered separately for individual types of services, group of service types or
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total cost of all service types. Likewise, cost per patient can be considered separately for
individual providers, for group of providers or for tb&at cost across all providers.

The decomposition of variables contributing to patients costs can be linked to payment
mechanisms characterized by differing degree of integration of costs in the unit of payment,
i.e. the degree of bundling (grouping)aafst elements/services togetherto a singleprice
bundle. The more services are included in the price bundle the more financially integrated are
the payment for care on part of the payeitn practice we see all types of bundling in
payment methodsinwolving both single providers and single care type or covering several
providers and care types. Bundling of payment can be seen as supporting care integration,
especially if bundled across service setting and providers, because:

1 the care provision for théundle need to be considered simultaneously rather than
separately,

it provides flexibility in service redesign, and

it reduces the opportunity for coshifting to other providers or levels in the
healthcare system.

1
1

Hence, payment bundling can be seesna means to stimulate care coordination and to ease
reallocation of services to the most cestective and appropriate setting, while reducing or
eliminating incentives for coshifting. In Figure 3.2, payment mechanisms are ranged
according to the degree of bundling from least bundled at the left to most bundled at the
rights.

Figure3.2 Provider payment by degreé bundling of services in to one price bundle.

( S \( per | Per | Population
Service Case Episode based
= )| payment )| payment payment*
) ] ) * Capitation or Global budgets

Unbundled Bundled
Activity Payment linked to Population
Overuse + Utilization - Underuse
Inflexible Care-coordination & allocative efficiency + Flexible
Variable payment : Cost control i Fixed payment
Payer Financial risk Provider

5 Payer will hereafter refer to the organization funding the purchase of healthcare services.
6 The classification of payment mechanisms, as well as names, diseditarature varies according to purpose
of analysiscontextetc. See e.dCharlesworth et al. (2012) and Miller (2015).
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Feefor-service (FFSnplies a fixed payment for each service provided to the patient and
represents the least bundled payment mechanism. The payment is closely linked to activity
and incentivises the providers to provide more of services they are paidhiere is no
incentve (rather disincentive) for providers to provide services not included in the fee
schedule, e.g. new type of services (service innovations). Unpaid activities take up time that
otherwise could be spent on providing services which are paid for, i.e.gnolode income.
AsFFS typically rewamthedical proceduresand may not reward important components of
comprehensive care of patients with multiple chronic conditions sucbadination efforts,
teaching thepatient sefmanagement skillend remote morntoring, FFS does not in its
traditional form support care coordination and care integration across service providers or
uptake of new cosgffective and patiententred care innovation&FSphysicians that strive

to meet patients' comprehensive neeuay end up working against current payment
incentives, and many physicians are likely to focus on what they get p@gefenson and

Rich 201D

Casebased paymenimplies that payment is based on the treated patieng.(discharge)
rather than on the number of services delivered, and hence buntllesraices provided in
relation to the case into one price bundle. The most common form oflEsss payment is
based on patient classification systems such as the diagetsisd groups (DRG)Applying

a tariff to each DRG results in a bundled paymeovering the treatments, services and
inpatient bed days attributable to a specific admission diagnose. Various methods are used to
determine DRe&prices but they are usually based on historical average costs. Consequently,
DRGs can incentivise care aaation and redesign in terms of care practices during an
admission but may discentivise the introduction of new more costly technology, although
costeffective, due to delay in updating reimbursement tarifdasebased payment
incentivises increase the number of cases treated (as long as gasanent coversnarginal

costs) and decreasen the cost per caseQeissler et al. 2011)and like FFSJoes not
stimulate care continuity and integrated care for patients with chronic and multiple illnesses
or health problems

Episodeébased bundled paymenk step further in the bundling of paymenteigisodebased
paymentsg where reimbursement for medit services delivered during defined episodes of
care is bundled togethetUnlike casebased paymentsthis can include several inpatient
admissions, and multiple care settings. Reimbursement for hospital, physiciaacyitest

and home care can be part the single payment. How an episode of care is defined and
which services areovered can varye.g. including a given number of days before admission
and after dischargdn any case the objective is to create incentives for efficiency and better
care caordination during the specific illness episode. Epidzateed payment creates
incentives for discouraging unneeded services within a episodes of care, however it does not
discourage unnecessary episo@@echanic 201 Episode based bundled payment does not
incentivise care coordination across care episodes and for patients with chronic diseases care

" Per diem payment was previously often used to pay for hadspire and is still in use, predominantly to pay
for inpatient psychiatric care, rehabilitation and other ldeign institutional care.
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episodes can be difficult to define. Hence, episbdsed bundling arbest suitedfor ‘well-
defined treatment episode¢Korda and Eldridge 2011)

Diseasébased bundled paymerng a predefined single payment for all care required by a
patient for a particular disease during a predefined period of thmémay include several
episodes of care, as well as folapr and monitoringHence this bundling method (period) is
better suited for patients with chronic conditions, than episode based bur(tMitigr 2009)
Typically this will involve bundling payent across providersA diseasédased payment is
paid jointly to the group of providers responsible for care provision within the specified time
period. This creates incentives for providers to work together to provide preventive and
quality care to mitige acute care costs within the constraints of the payment amount.
Diseasebased payments are intendéd encourage integration and coordination of services,
and reduce the use of unnecessary services. Howeigeasebased payments in its current
form hawe limitations in terms of care continuity and care integration for patients with
multiple chronic conditions as approaches have generally assumed independence of often
inter-related chronic conditiond iachristas et al. 2013

Capitationpaymentsgive providers a fixed amount of funding per patient to cover some
(partial capitation) or all (full capitation) of the medical needs for a specified period of time
(usually one year). Henceapitation payment bundles services regardless of type of
treatment or disease and is therefore better suited to deal with patients with multiple chronic
conditions(Wranik and DurieCopp 2011 A payment methodn between disease based

per period payment and tratibnal capitation is to bundle several specific conditions which
often occur in combination or for most treatments for the patient during a year, however
conditional on service use, e.g. per patient per year taljpiédi¢nt based capitation This in
contrast to traditionalpopulation based capitatiomodels where payment is linked to
membership of a health plan or by geographical area. Capitation payment is not linked to how
much care is provided and can thus give the provider(s) the fadtexibility to redesign
service delivery and to invest in personnel and technology needed to provide other care
functions (thus can enhance care innovation and coordinat®elefison and Rich 20110
Capitation payment has been used as a payment to primary care providers for the care of a
fixed panel of patients, usually blended with a-fieeservice element, but capitation
payments that only cover primary care may create incentives ttpauff patiets with
complex and time&onsuming needs by referring them to specialist care rather than managing
them within primary cargcostshifting) (ibid.). However, capitation approaches across both
primary and secondary and even social care providers is seen as a promising model to
improve care coordinatig especially in chronic care, as it can promote the efficient use of
resource across health and sd@are(Charlesworth et al. 20)2

Global (block) budgelirect funding of the entire budget of a care provider on a prospective
basis is refeed to as global (block) budgetinghis is, like population based capitation, a

81n US literature global budget typically refers to payment models with 'retrospective bundling’, i.e. reconciling
total insurance claims with agreed (preset) (global budget) spending limits (see e.g. Miller 2015).
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prospective payment method bundling the payment for all services offered by the provider,
however not (directly) linked to the number of population served.

The incentives embedded in the payment methods described above differ in several respects.
Moving from left to right irFigure3.2, from FFS to capitation, the link of payment to the level

of activity decreases and eventually cease to exist. FFS scieegatives to increase the
number of services provided. This may support patient access to services but may also
incertivise supplier induced demand, including possible unnecessary sevaneBijk et al.

2013. On the other handcapitation incentivisesptimal combination of services as well as
care efficiency, since the providers have full flexibility to allocateiress between services
without financial consequences. However, since there is no link between provider behaviour
and payment, capitation may also provide incentives to potentially withhold necessary
services (skimping on quality) or, if the provider tfes possibility to influence this, to
prevent entry of patients with costly health problem or patients with increased risk of future
health problems (crearskimming). Hence, moving from activity based to population based
payment the incentive changes froaveruse to underuse of servicesAlso casdased,
episodebased and diseadeased payment methods raise issues of quality skimping, eream
skimming and also gaming the system by artificially increasing the units paid for, e.g.
‘unbundling cases/episoder including'non-eligiblé patients. Thus, payment methods
without or with weak links to provider activities may incentivise providers to sacrifice on
guality unless also linked to performarzssed measures.

Paymentmodelsalso differ in the degree of cost control on part of the payer; moving from
FFS towards capitation implies a move from variable (and uncontrolled) costs towards fixed
costs. It also implies that financial risk is transferred from payer to provigiensnéon and

Rich 201D Since providers should bear performance risk and not insurance risk for high
need/cost patients, payment ratege often risk(need) adjusted. This may also reduce the
incentive for ceamskimming. Other mechanisms, such as outlier payhmgntskcorridors?

can also be used to reduce the insurance risk for providers (Miller 2015).

The incentives for prioritizing health prevention also vary between payment models. Payment
mechanism bundling all care for chronic patients provides better opportunity for moving
from a reactive service design treating acute illnesses to proactive service design oriented
towards after care, disease monitoring and management and prevention of relagesaseDi
based payment models are often linked to disease management programs, patient pathways
and care standards based on best practice guidelines. Population based paymentong

term contract) can promote preventive health activities that will resualiong term savings,
since payment is not related to service uéas. opposed to activity based payments the
provider keeps any saving in treatment and care costs from preventing illness in the
catchment population.

® Payer covers patient cost exceeding some threshold
10 Payer provides additional payment if total costs exceeds some threshold, and-¢idedy provider reirn
part of or all payment made beyond some threshold in total costs.
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In practice a blend of payment mechanism is used. In predominantly FFS or activity based
systems relatively simple measures can be taken to amend or supplement the base model to
incentivee or support care coordination.

Amended FESThis approach consists afijusingthe FFS system introducing new fees in the
FFS schedules to stimulate specific activities in the support of care coordination and
collaboration between service providers such as fee for telephonee-consultations,
participating in collaborative meetis@tc.

Pay for coordination (P4CP4C means paying providers for taking on responsibilities for
coordination of patient's care along parts of or the complete care pathway. He#Ceis
intended to provide incentive for performing activities relatedctye coordination and
cooperation which is otherwise not paid for in the base model (Tsiachristas et al. 2013). P4C is
typically in the form of &er patient per periodpayment. Providers could alternatively be

paid a lumpsum payment covering the extcast for coordination activities.

Other innovations in payment mechanism to incentivise care coordination and to counteract
incentives for cosshifting and use of costly, unnecessarily alternatives involves letting
providers take on part of the respobiity for paying for service use:

Crosscharging/provider cgpayment Providers at one (lower) level in the system must pay
fees or cepay for service use at a higher/more costly level to incentivise the former to take
an active role in service-gesgn to allow patient to be treated at/cared for in less costly and
more appropriate community based settingygagon et al. 2014

3.3.2 Performancebased payment mechanisniscentivisingrovider cooperation analigring
performance with health system objectives
Performance based payment mechanisms have been introduced in various healthcare setting
as a means to steer focus towards outcomes rather than activity vol@edsrmance based
payment mechanisms exgtly address care quality, and seek to harmonise financial
incentives across provides and with the objectives of the healthcare system (fpayexds
providers, such mechanism are generally used in combination with a base (activity or
populationbased)payment, i.e. to enhance traditional payment methods (Cashin 20:4).
Performancebased payments havaso been used to direct performance of health workers
toward predefined outcomes, and have also in some cases been used to direct patient
complianceor behaviour.

Performance measurement serves two goals: to improve the performance of the health
system and to promote accotability. Below two performanebased approaches is
presented. The first is used to incentivise care integration by lipkyiment to quality and
outcomes, the second by linking payment to achieving savings or to meeting cost targets (or
failing to do so).

Payfor-performance (P4Pkschemes may reward clinical quality, patient satisfaction,
efficiency, responsiveness and dguneasures or a combination of these. P4Ps based on
clinical qualityndicators and meanio encourage evidenelkased practice is most common
(Charlesworth et al. 20)2The payment is linked to specified performance measures using
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indicators ofthe structure, processor intermediate and final outcomes of care. Ideally
providers should be awarded for providing high quality care resulting in desirable health
outcomes. Good indicators of final outcomes (related to mortality, morbidity, qualifg)of
attributable to the providés actions, i.e. resulting from the providetreatment and care,

may be unattainable. Theremguality is often measured by proxies including measures of
structure (e.g. inputs and service infrastructure like (spegjie of) staff and facilitie®tc.),
processes (e.g. such as adherence to clinical guidelines, referral patterns, measures of
cooperation), and intermediate outcomes (e.g. glucose, cholesterol and blood pressure
levels). Broadly speaking, quality of Heaystem also relate to efficiency, equisafety,
patient centeredness, care responsiveness and contjnomgasured by indicators of
structure, process and patient satisfaction (e.g. service utilisation, accessibility, waiting time,
information sharing coordination etc). Compones to consider in the desigof P4P
mechanismsinclude: the type of performance indicators; type and number of targets,
whether the performance indicators can be appropriately measured; how to incentivise
(rewards or penalties); what to reward (minimum standards, absolute improvement based on
pre-determined performance threshold or relative improvement from a baseline
measurement); who to reward (individual health kers, a department, or providemits);

and thesize of rewards (see Eijkenaar et al. 2013 for a discussion of results on important
design elements). Without accurate data and adjustment of relevant factors, the P4P scheme
Ol y 0 S ,e3aHtigh BeRafmance scores can potentially be achieved byiraysidk or
challenging patient, by oweise of specific services or otherwlsheat to accomplish good
results. It is also necessary to consider if the P4P may have adverse effects on dimensions of
care provision and for patient groups not measuredianllided in the P4P payment scheme.
Substantial heterogeneity exists in the development and implementation of P4P schemes
(Eijkenaar 2012, Cashin et 2014). Some P4P schemes targets narrow patient groups (e.g.
based on diseasepther include broad gemal measures. Performandmsed payment
schemes must be designed and evaluated with care, poorly designed schemes may orient
activity towards quantifiable performance rather than lkegn outcomes(Benabou ad

Tirole 2003 Thus efforts continue to design and evaluate performabesed
reimbursement models that are well aligned with the goals of both payers and health
providers, towardsial health outcomes rather thaproxy measuresTo incentivise care
integration transversal or common performance framework across different professionals
and providers is needed.

Shared savings/riské\nother measure to stimulate care coordination across (achaigd

paid or separately paid) providers, reduce unnemgsservice use and incentivise cost
effectivecare provision is to (retrospectively) link the payment of providetstal utilisation

and spendingGain sharings a group incentive programmeéth emphasis on teamwork. Gain
sharing can signify that fzospital gives physicians (and other health workers) a percentage
share of any reduction in the hospital's costs for patient care attribuiabpart to their
efforts. Gainsharing has often focused on narrowly defined saving opportunities, e.g. not
overwsing diagnostic test or prescribing generic instead of prescription drugs, however a
broader approach to how saving can be made may have a role in stimulating care integration,
e.g. cost savings that come from using outpatient services rather than iripsiences
where appropriate, providing disease management services that keep chronic patients from
having to be admitted to hospitals for acute episodes of illness if thepeananaged in
outpatient care Sharedsaving is a payment model developed tirsilate containment of
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overall costs in activillgased paid service providers. It offers a potential financial incentive to
the provider; if actual total costs (total claims) of all care received by the patients assigned to
a provider is lowethan budgeéd coststhe provider receives a percentage of the difference
between the actual and budgeted costs. However, if actual total costs exceed the budgeted
costs, the provider does not incur any penaltysharedriskmodels the provider are also at

risk fora proportionalpenalty on spending above targéDelbanco et al. 2031A model with

both sharing of savings and losses is also referred tovosided shared savings model or a
model with both upside (savings) and dovande (losses) risk.

In general termsrisk-sharing arrangements also include P4P programs, where providers are
at financial risk if not meeting predefined standards ordgrgr incur penalties for poor
quality and adverse events. Rslaring is, as previously discussed, also an issue in
(prospective)payment bundling modelgcasebased payment, episodic or diseasased
payment and capitated paymenthere the financialisk is to an increasing degree put upon
providers. With capitation paymentisk-sharing involves that payer retain some of the
financial (insurance) risk for excessive theakpenditures. Continuing to pay providers for
activity may work against incevitis to change behaviour of providers. Henbaredsavings

and risksharing approaches linked to bundled or capitated payments can be more effective
than strategies relying on activity based mechanisms as base payibierits

3.4 Paying for integrated care: who to pay and how to pay

Paying providers involves two key issues: who to pay and how to pay. The first issue involves
the organisation of provider relations and the second concerns the design of the payment
model. The two issues are related. Finanat@gration across providersuch as payment
bundling and shared saving, typically demands a certain degree of provider integration either
formal or virtual. Furthermore, the existing organisation of service delivery and market
structure has implication for how feasible or easysitta implement payment models
involving financial integration across providers.

The task of planning, managing and purchasing (commissioning) of healthcare may be in the
hands of very different bodies depending on the organisation of the healthcaresystelic

bodies at the state or local levelthe latter either with delegated responsibilities or under
regional/lccal government control, ndbr-profit private bodies (e.g. public or private sickness
funds) and private feprofit organisations (privatesurance companies). In countries with a
split between the roles of funding and purchasing, the task of purchasing may also be
delegated to private intermediates such as prowidedrorganisations (e.g. Ghdholding).

The organisation of the purchagete and the distribution of authority to implement or make
decisions on the organisation of service delivery and choice and design of payment models
are linked to the structure, organisation and management of healthcare systems discussed in
section3.2. Decisions on payment model type and design may be under national or local
political control, negotiated at local/sulmational level involving intesged parties (e.g.
including professional associations and provider organisations), or negotiated bilaterally
between purchaser and provider (Paris et al. 2010). Implementation of changes in payment
models are also quite different in systems with diredbligudelivery, wherdinancing and
provision of care are integrated and managed by the same organisationmarketbased

system where the purchasing agermyys the services from private (and public) providers
that operate in a competitive market.
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3.4.1 Whoto pay

Paying providers to support care integration may involve continuing to pay independent
providers or introducing mechanisms requiring some degree of integrated provider relations.
Again this may depend on the existing market structure and exiginogider relations.
Provider relations and the extent of shared decision making can be described on a continuum
ranging from full segregation via linkage, coordinationpperation to full integration
(Ahgren and Axelsson 2005, Valentijn et al. 2013)né&tend relations are characterised by
market transactiongin marketbased systemsnd possibly alignment between independent
providers without any formal or informal shared decision making. A move towards integration
is achieved through different forms of coordination mechanisms and creation of inter
organisational network arrangemendghd strategic alliances. Finalfully integrated care
systems with providers operating within a single organisation are achieved by mergers and
acquisitiongcommon ownership)Building on these types of provider relatidiesir principal
approaches irtontractual arrangements between payer/purchaser and providers in support
of care coordination/integration (Rosen et2011, Addicott 2014) are:

) Individual provider contract modeTerms of contracbetween payer/purchaser and
independent providers can be used to align objectives and change practice towards
better care coordination and patient centred performance. This approach does not
mandate a new governance or regulatory structure.

(i) Alliance contract modelPayer/purchaser reer into a single contract arrangement
with a network of service providers. All providers within the alliance share
accountability (risk and responsibility) for fulfilling the terms of the contract.

(i) Prime contractor (or integrator) moddPayer/purchaseenters into a single contract
arrangement with a prime contractor (single organisation or consortium). The prime
contractor serves the role as an integrator and assumes full accountability (risk and
responsibility) for fulfiling the terms of the contracthe prime contractor
subcontracts with individual service providers. A version of this model is where the
prime contractor also provides some of the services.

(iv)  Integrated provider system modelPayer/purchaser enters into a contract
arrangement with a sig integrated provider organisation.

The main difference between the prime contractor model and the integrated provider
organisation model is that all contracted services are provided by a single organisation
without use of subcontracting with independeservice providers in the latter model, i.e. the
integrated provider organisation model is a special case of the prime contractor model.

In practice there is a multitude of hybrids of these approaches, each with their own
distinctive characteristics. h& different contractual arrangement aimed at care
coordination/integration can be supported by different approaches towards financial
integration and use of financial incentives. They can be characterised by the mechanism used
to pay providers and mecham for joint clinical and financial accountability and riskfgain
sharing.

3.4.2 How to pay
How to pay involves botihe typeof payment mechanism and for which services and patient
groups the payment mechanism applies, i.e. including all or a selection weseand
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providers; and including particular disease group(s), populationgrsuips or total
population covered by thihealth plan (based on membership or place of residence). Here
we concentrate on type of payment mechanism. Of cquingetype of serices included, and

for which patient groups, have implication both for the complexity of the payment
mechanisms in operation for involved providers, and the impact of payment models on care
coordination and the incentives to cestifting, creamskimming &.

Aligning financial incentives for independent progidgse of payment mechanisms to align
financial incentives for independent providers in order to change practice towards better care
coordination and patient centred performance. This can be dbrmugh refining existing
(typically volume based) payment mechanisms by amending payment tariffs or
supplementing the dominant payment mechanism byfropt funding of coordination
activities (pay for coordination) or moving towards blended, bundlecptated systems,
and/or by supplemening current payment system with performance related payment. A
system based on individual contraatay incentivise providers to collaborate or coordinate
services but is still based on individuabyider objectivesand decisiormaking, separate
performance evaluation and does not impose joint provider accountabilities.

Retrospective bundlingContracts involving several service providers or integrated service
systems maynvolve continuing to reimburse individualripeers basedon existing provider
specific(typically volume based) mechanisrhewever introducing new financial incentives
to stimulate care coordinationThis can be dondy retrospective or virtual bundling
reconciling total payment with prestablishd total (across providers) expenditure targets
(budgets) stipulated in the contract. The contract may be one osstied, i.e. shared saving
contract or contract where providers share both savings @skisharing forexcessive
spending compared to targ@budgets. The retrospective bundling models are also
characterised by the mechanism of allocation of patients and corresponding cost that
providers take responsibility for, i.e. the method for identifying the accountable provider;
prospective designatioaf patients or retrospective attribution of costs based on predefined
mechanisn{Miller 2015)

Prospective bundlingContracts involving several service providers or integrated service
systems may alternatively be paid a lusym (bundled)payment (e.gper episode rates, per

year rates or capitation depending on the targeted services, patient gretgisto cover

total costs of (package of) service provision. Any savings in spending compared to the
payment is kept and any losses must be covered bydh&actor. The single payment is
distributed among all involved providers based on an internally agreed/negotiated method.

Insurance risk reduction mechanisms prospective bundling models and retrospective
bundling models where providers take finahcaccountability for excess spending the
financial risk is shifted from payers to providers. The insurance risk related to
patient/population needs can be reduced by use ofaidjksted payment rates. The payer
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can also retain some of the (insurance)krigy use ofdifferent risk management
mechanisms.

Common quality performance framewoblk multiprovider or whole system contra¢ieint
accountability for performance can also be imposed by using one common quality
performance evaluation framework witlarmonisedobjectives and shared risks to support a
move from volume to value driven care delivery and whole system efficiency.

The degree of provider coordination, jbimanagement and joint decisianaking, flexibility

in service redesign and provider accountability will vary depending on the particularities of
combination of payment, risk and service delivery models. The eassvate redesign is
linked to flexibility in provider payment mechanism and governance structures. Retrospective
bundling with full reconciliation to agreed spending targets resembles prospective bundling.
However, retrospective bundling is bundling foc@untability, e.g. control of spending and
utilisation, while prospective bundling is bundling for flexibility (and accountability).
Prospective bundling reduces the need for spending targets to control costs but increases the
risk for underuse, and hendacreases the need for quality accountability mechanisms.
Increased acceptance of accountability for costs and quality increases the need for risk
management mechanisms however depending on the size of the targeted patient population
(Miller 2015). In moels with one accountable contractor the contractor can take on a role as
integrator responsible for service redesign and be rewarded (paid) for achieving good results
but also assuming accountability for financial losses and performance filibdels whee

the contractor assumegesponsibility for healthcare for a defined population de facto means
that the commissioning function (planning, managing and, possibly, purchi@siadarge
extentis delegated to the contractoHence, some of the challengeséd by the payer are
also'delegated Payment bundling (retrospective and prospective) across service providers
raises the question of how the payment and risks are distributed among individual service
provider(organisation)s, i.e. which payment and aotability mechanisms is uséoelow

the main contractor towardéndependentservice providers oto partners within network

This also relates to whether and how risk/gains and performance related payment is
distributed. Is the internal compensation bdson volume or valueDo internalmechanisms
correspond topayment mechanism used towards contractor/network? This will ultimately
influence the effect of payment change on provider behaviour.

3.5 Mechanisms to integrate resources between providers levelsabors (payers)

The payment mechanisnaiscussedabove describe options for payment reform to support
care integration across services financed within one particular pool of funds, i.e. pay for
services under the responsibility of one payer/purchaser. A major barrier to care integration is
that servicesare paid for by different payers/purchaser from sepatsileed funds. Pooling

of funds and resources across provider levels or sectors is one way to address the
fragmentation and silo structure of the health and social care sy&t&asource integration

11 E.gsuch as outlier payments riskcorridors(see sectior3.3.1) .
2The payment mechanisms and purchasing strategies described above may be used towards providers across
sectors based on joint strategies described in this section.
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mechanisms are often adapted to the local situations and may take many fiffesent
types of network arrangementsetween service providers maajiso be driven by non
financial incentives or independent of contractual arrangements with payer/purchaser.
Resource integratiomechanismsncludesaligning budgets to common vision and objectives,
co-ordinate commissioning based on common strategy, pooling funds, integrating
managements, and crating one integrated organization (Mason et al. 2014).

Aligned idgets: Partnersalignsresources to the same objectives with joint monitoring of
spending and performance, while the management and accountability remain with each
provider. Collaboration is often relatively informal as aligned budgets usually hawelselati
few associated administrative requirements. It may be used as a first step toward budget
pooling, allow greater flexibility to include private sector partners, or when it is not possible
on legal grounds to pool funds. It is less bureaucratic poaled funds in the short term but

may be the opposite in the long term as it requires separate deersading processes
(UKGovernment 2030

Lead/joint commissioning:ead commissioning is when one partner leads commissioning of
services based on jointly agreed strategies. Joint commisgits when two or more
commissioning agents act together to -aalinate their commissioning, taking joint
responsibility for the translation of strategy to make best use of available resources into
action. It may also result in joint purchasing, where onenore agents cordinate the
buying of serviceRJKGovernment 2030

Pooled funds without integrated managemeéfdch partner makes contributions to a common
fund for spending as agreed, while the management structures remain separate.

Integrated management without pooled fund3artners creates arrangement for joint
management, while funding remains separate.

Integrated management with pooled fun@artners pool resourcestaff and management
structures, with one partner acting as host.

Structural integrationtWhen different providefunctionsthat are usually managed separately
are combined under one organisation, e.g. health and social care.

3.6 Payment mechanisms and financial incentives directed towards patients

Coordinated or patienrtentred care can also be supported by use ommfird¢ and non
financial- incentives directed towards patients.

Incentivising patients to ugereferred integrated care arrangementa systems without a
gatekeeping role of primary care physicians, where patients do not have to or is not expected
to sign up with a preferred primary care physician (patient list) and where patient are free to
choose provider, patients need to be encow@gto choose to enter into provider
arrangement directed towards care coordination and care integration. This can be done using
financial incentives, e.g. reducing or eliminating patierppayoment if they choose to sign up

with a preferred primary care ghician or preferred provider group or network accepting
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gatekeeping and perhaps restricting choice of providers. In insurance based syatbms
competition and without insurance tax contributions, lowering of insurance premium is also a
way to incenti\ge patients to choose to enter such arrangements.

Valuebased cost sharinginsurance premiums or patient -payment can also be used
strategically to influence patients choice of (efficient/evidence based) treatment options and
stimulate healthy behaviw and own health maintenancRgbinson 2010

Personal health budgetA patientcentred alternative to care coordination is the use of
personal health budget giving the pdgtion greater autonomy in managing their care and
greater choice and control ewservices they receive (Curry and Ham 2010).

3.7 Value based systems

There are a multiple of options availablegayers and purchasers of headthd social care in

using provider payment mechanisms to incentives care coordination or resource integration
mechanisms to overcome barriers to care integration created by funding Rijpse@.3).
Payment change spans from amending existing independent provider payment systems to
mechanisms for payment across providers such as bundled or capitated payment and
performance based payment.

Figure3.3 Continuum of options for financial integratién

Provider Integration/
Capability to assume joint
accountability for
outcomes and total costs

Payment bundling /
resource integration

Align financial incentives

Low Low
Common vision & objectives

Integrated comprehensive care

. Assuming responsibility for the health of .
High defined populations High

Financial modslishould promote quality and efficiency, but also match the capabilities of an
2NBFYATFGA2y Qa &0NHZOGAZNE odaift SNI Hampod ¢KS
the providers' capabilities to assume accountability for performance (results/outcamles

B The figure is inspgtd byCommonwealth Fund (200@xhibit 18, p. 35), Crawford and Houston (2015) (Exhibit
2, p. 9), and Miller (2009) (Exhibit 4, p. 1426) and Miller (2015).
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costs) and for handling risks, and be restricted to factors under providers' control. Different
health system characteristics and other contextual factor may influence the feasibility of
payment methods. The viability and robustness of payment/purtipasirategies is also
linked to characteristics of provider relations like previous experiences with collaboration and
cooperation.

There are increased ambitions to move towapdgment approaches that rewanhlue

instead of volume, and consider finablta outcomes and patient satisfaction as well as costs.
This is an approach that resonates well with care integratiorpeogiecentredcare(Porter

2010 Charlesworth et al. 20)2Such reform strategies relates to the concepValue based
paymentoriginated from the US context and used for initiatives to reform provider payment
mechanism in implementation of the Affordable Care A@bgma Caf¥® however also
describing ambitionso system change in other countries (e.g. Value based (or outeomes
based) commissioning strategiesthin the English NH9. More than a specific payment
mechanig, valuebased payment or valdeased purchasing is an approach for strategic
purchasing topport a move towards improved healthcare quality, health outcomes, patient
experiences and care efficiency. This can be seen as a strategy towards a sustainable and
affordable health system that strives to achieve cost reductions (or reducing the gnowth i
healthcare spending) and at the same time improved population health outcomes and patient
experiences, i.eachievethe triple aim (Berwick et al. 2008). Delivery system redesign within
health and care services is seen as a key strategy to achievpkhaitn by adjusting service
delivery to patient needs, avoid unnecessary use of high cost specialist services and service
duplication arising from a fragmented and uncoordinated care system. Prevention of illness
and maintaining healthlives is also a &y strategy to curb the growth in healthcare
expenditures. This requires a fundamental rethinking not only of the healthcare system but
also the interdependencies with other sectors in society.

To stimulate effectiveness over time a vahased payment wdel should includa number

of components: patieatenteredness; health outcomes relevant to the patignts
reimbursementalong care pathwag: all agents that may be able to affect care outcomes
need to be part of the payment model; cost of low qualityncarbe transferred to other
actors, the care provider is compensated proportionally in relation the specific care needs of
patients. Hence, a central part of a value based purchasing strategy is payment innovation
that considers the entire care continuuor fa patient, not each intervention separately. This
involves moving in the direction of payment bundling across the care continuum (across
episodes and care settings) and use of performance evaluation framework that align provider
incentives (Porter 2009/anLae 2012). The outcome meassréor valuebased payments
thereby need to be rigorous, whidtinders implementation. Valdgased payment may be
based on the overall health outcomesa population through a valtsased capitation model
(Porter 2009. A challenge in the development of vahssed payment approaches is the
extent to which current information systems supply accurate and comprehensive enough
data for valid value measurements (rather than proxy measurbe)only way to accurately

HSee e.ghttp://www.haringeyccg.nhs.uk/Downloads/Board%20Papers/20131128/Item%203.3b26R0lue
Based%20Commissioning%20presentation.pdf
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measue value for patients is to track individual patient outcomes and costs longitudinally
(Porter 2010. This approach has to date remained hampered by a lack of comprehensive
valuebased measurementsThe complex origins and long tingpan is a challenge in
measures based on health outcomes (Garett 2015).

The label valubased payment is used in many different ways describing very different
payment models or purchasing strategies ranging from introducing P4P in a specific setting to
whole system approaches.e. also used on P4P payment not measured in terms of final
health outcomesAs seen by Berwick et al. (2008) a precondition for moving in the direction
of the Triple Aim is the existence of'artegrator organisation that acceptesponsibility for

a defined population and is accountable for delivering on all three aims. The role of the
integrator can be taken by the payer or purchaser organisaticheath plan or by an
accountable provider network.
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Financial arrangement® support integrated care may span frdimancial incentiveso
prompt cooperation across tkrent providers, to capitatichased models with full structural
integration when the managemerdind financing of different sectors are mergdd the
middle-group, alignment of budgets and objectives between providers, and different types of
contracting between providensith sharing of financial risk and gains are explored to steer
and enable proviers from different healthcare sectors to work together towards common
goals (Struijs 201 What financial arrangements are most appropriate will depend on
whether the focus is on achieving structural integration and pooling of resources, creating
alliances with joint accountability with focus on shared values and common goals in
combination with payment mechanisms that do not create barriers for cooperation, or
establishing contractual agreements outlining gains and risk across providers. The approach
taken will thus depend both on the type of integration and on organisational and comtextua
factors such as previous approaches and traditions inehaéhcaresetting.

This chapteprovides some examplaesd financial arrangements that have beexplored or
implemented to support care integration across providers. We are referring to exxample
identified in the literatureas well as in the ProjetNTEGRAT&ase studies anthe expert
survey The issues of financing and organisation of service deliveryding contractual
arrangementsare tightly linked In section4.1 we focus on different payment mechanisms
usedand in sectiormt.2 we provideexamples of differenfcontractual)models ofintegrated

care delivenyacross providersMany financial approaches to promote care integration have
not been carefully evaluated and/or may be diffitalevaluate due to complexity; there may
only be anecdotal or necontrolledevidence of impact. Thchapter will therefore focuen
describing different approaches taken without discussing impact, while the next chapter
presents an overview of the generally limited evidelmase for what works or not and brings
up some of the ealuation challenges.

4.1 Payment mechanisms to support care integration

4.1.1. Financial incentives for care coordination

Many countries have introduced financial incentives on toprdfy amendingore-existing
payment mechanisms as an attempt to enhance care awatidn, often for patients with
chronicdiseases in particular.

Patient directed financial incentives

Following a series of pilot projecterponal health budget#/asintroduced by the NHS in
Englandin 2012 The individual is given aamount of money to support the identified
healthcare and wellbeing needs of an individual, which is planned and agreed between the
AYRAGARdzZI £ X3 2NJ GKSANI NBLINBaSyidlFrdA@gSs FyR (K
new money, but a different waof spending health funding to meet the needs of a
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individuat®®. Personal/individual budgets have been used in several countries e.g. US,
Germany, Austria and the Netherlanf@@Surry and Ham 20)0The experience from the
Netherlands poirg to challengesrelated to sustainability of suclarrangementsif the
eligibility criteria are broad and the target group is increasing rapidly (Grasser et al. 2013).

Reduction orexemptionof patient cepayment can be used as an incentive for patient to
choose integrated care arrangements. Waived -paymentsis used e.g. in Belgiuno
incentivi® patient to participate in integrated disease management pathways for treatment
and followup of specified chronic diseases introduced in 2Gpter 6). Reduced or
waived cepayment is also used to incentivise enrolment in disease management
programmes (DMPs) in Germany (Herndr@aevedo et al. 2013n France exemption from
user chargsis usedfor e.g. people with mental health needs for accessing ambulatory care
centres responsible for coordinating care, providing patients with individualised care plans,
and also for prevention and screeniiRefinement projec2013. In Switzerlandhe health
insurance system allows insurers to offer health plans with lower premiums for using
designated providers with reduced choice and more case managéchapter6).

Amending FFS

Amendment of existing FEE8hedules by adding new fees for activities in support of care
coordinationis one way of incentivising providers the US fedor-service landscape so
called ‘payment for nowisit functions' to doctor and/or hospitals have been introduced in
some settings as a fee that can be charged for e.g. care coordif@etimanco 2014 In
Estonia, GPs can consult with specialists through the health information system and claim a
fee for this if certain requirements are fulfilled. Thisomsultation approach aims to support
family doctors in taking a bigger role over patient care and to improve-aiszsglinary
cooperation ¢hapter 6). In Norway the FFS for GPs include fees for participating in multi
disciplinary cooperation meetingRdfinement projec2013).

Payment of care integration within DRtens

An approach taken in a locally iiymented programme in Spain in the late 2000s has been
to pay 33% of the standard hospital DRG charge for patients with chronic obstructive
pulmonary disease for 'hordeospitalisation’ under the responsibility of hospjtatsonnel In
Germanythe DRG system ed for hospitals includgeDRGdor incorporating requirements

for multi-disciplinary team work for complex geriatric care. These cases are further described
in Chapter?.

Pay for coordination

A relatively straightforward measuieto pay the provider a lumpum per patient for doing
activitiesthat supportcare coordination. This has been explored in settwigere primary

care physicians are phiby feefor-service. In Austria, France and Germany, -fpay
coordination' schemes were applied as part of the introduction of disease management
programmes (DMPs) for selected chronic diseases in the early @@shristas et al. 20,3

in Denmark in 2007 (Hernand€uevedo2013)and in Belgium in 200@&hapter 6). The

15 http://www.england.nhs.uk/healthbudgets/understanding/
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healthcare systems in theseountries except Denmarkare based on statutory insurance
models. In Germany, capitation mdslased towards insurergere adjusted as part of the
DMPs with additional pay for enrolling selected groups of chronic care patients to conquer
previous incentives for creaskinning.This was followed byer patient per yeampayment
toward both insures and coordinating providergr Austria Belgiumand Demark primary

care physicians receiypaymentupon patient enrolment in a DMR all countriesphysicias
receive quarterly or annual supplements for care and-cacgdination to supplement the

bas feefor-service payment. Physician involvement in the DMPs has been voluntary in all
countries. In Belgium capitation fees is also used for prevention managerRemt.for
coordination on a 'per patient per month' is also used in the Medical Hgmeemockls in US
supplementing FFS in primary care setting to encourage improvements in care coordination,
access, and quality for chronically ill patients (Schneider et al. 2011, Taroon et al. 2010).

Crosschargingand provider cgpayment

Approaches to reduce delayed discharges from acute hospital to social care promptly, in cases
where social care is responsible for the patient, were introduced in Canada, Denmark,
Sweden and the UK (national insurance ofd@ases systems) in the form af salled cross
chargingg penalties/cash transfers between social and health services for each day of delay in
the 1990s to early 2000&tyrborn and Thorslund 199Blason et al. 2014 Norway took
several steps in the same domain in the early 20difsancing the system afosscharging

in relation to delayed hospital discharggroducingmunicipalco-payment(20% of DR@&e)

for nonsurgicalhospital treatments thatin theory,could have been prevented or handled
underprimary and nursing caign the municipalitiesland introducinga pilot scheme where
municipalities receive grants to establish acute beds to alleviate hospitals from admissions
that can be dealt with in theommunity These where the financiahstrument of the
‘Coordination reforh implemented in 2012 prescribing a more profound role of the
municipalities in support of the goal'pfoper services at the right time and pladdunicipal
co-payment was abarwhed by tle new government from Januargt2015, mainly due to
challenges in handling the financial tisét followed with this payment reforim the smaller
municipalitie$® (chapter 6). Municipal cepayment for hospital services was also introduced

as part of thestructuralreform in Denmark in2007 giving municipalities a more important

role in thehealthcaresector, assuming full responsibility for preventioealth promotion

and rehabilitation outside of hospitals (Olejaz e2@12).

Pay for performance

Several countries have introduced performanel@ated payment (P4P) initiatives including
targets related to preventive care, management of chronic diseasekor patient
satisfactiof’, among othersEstonia, the Netherlands, Spain and the UK. Targets for chronic
care management may include measures to incentivise care coordinatien Outcome
Framework introduced in Cataloni&pain,includes transversal géctives for health and
social servicegliapter6). In the Girona are&ransversatargets related to special procedure

to coordinate care between inpatient care and primary ¢éokow-up visits)after hospital

18 More than half of the municipalities in Norway have less than 5000 inhabitants. Some have less than 1000
inhabitants.
17 OECD Health System CharacteriSioweyhttp://www.oecd.org/els/healthsystems/payingroviders.htm
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discharge in mental healwre used(Refinement projec2013. This objective is included in
the target payment for both hodpi and primary careThe National Quality Indicators in
Contracts in England also includes measures related to fopowafter discharge within
mental healthipid.). Performance related payments and contracts stipulating care standards
and quality meas@s, based on common outcome frameworks, are often used in models for
care integration across providers discussed below.

4.1.2. Payment bundling across providers for chronic care

Steps towards integration in systems based orFfdeservice or casmix payments byneans

of bundling by episode and disease have been taken in e.g. the US, Sameddre
Netherlands(Appleby et al. 2012)Payment bundling by episode has been done for e.g.
complex operative procedures to include also the rehabilitation and readm{géiddersi

and Fockler 2014hus not directly applicable ttomprehensiveehronic care management
(Schneider et al. 20)1Although there is an increasing interest in bundled paynfient
chronic medtal conditiongn the US, condition speciffger patientper yealbundlingare still
relatively uncommor{Painter 2012)A bundled payment model by disease across different
primary care providers has been implemented in The Netherlands. Initially for diabetes in
2007 under a pilot scheme and later expandedet@wompass COPD and cardiovascular
disease in 201(Elissen et al. 20)2This form oflisease bagskbundled payment is seen as a
way to stimulate primary care providers, predominantly GPs, to engage in multidisciplinary
cooperation and deliver integrated, evidedzased disease management, thus limiting the
need for specialist care. ThetBlubundled payment model for diabetes is further described
as a case study Thapter7.

4.1.3. Capitation and care integration

Care integration may be facilitated bgpttation models, at the same time capitation
payments can be difficult to manage in a setting of-imbegrated providers, in particular
when the providers haveinderlying disparatdinancial objectives. Hencéhe ultimate
success of capitation may hinge the level of provider integratiofNam 2014. In the US,
capitation models were explored in the 1980s and 1990s under the concept of 'managed
care'. Many failed, arguably because of aifaclsystems perspective with difficulties of
balancing the interests of partners, and escalating cost in healtheardting in the
participating providers suffering substantial financial losseét that time performance
measuring was scarce and there were largely no formal quality incentives in the capitation
contracts. With no link of paymergither to quality o to activity, there also was persistent
concern that quality was suffering under the capitatmodel (Chernew et al. 2011). In
addition the'manage care backlas{Mechanic 2001) stemming from public dissatisfaction
and consumers resistance against managed canstraintson access ang@rovider choice
contributed to loss of popularity of the glolapitation payment modeExperiences from
those that are in place today show that to operate successfully capitation models need to be
wellorganised and transparency is important if payers are not integrated with the care
providersg payers/commissionsrneed to understand the details of the expenditure base for
the capitation payment and its quality and health outcomes, to judge its performance and
negotiate appropriate capitation payments over ti(fDelbanco 214, Nam 2014.

Two longterm systems with provider groups/networkgerating under capitation in the US
are the Veterans Health Administration (VHA) and Kaiser Permanente. The VHargeshe

ProjectiNTEGRATE 36



D8.1FinanciaModels for Care Integration June2015

(predominantly) taxunded integrated provider in the US since its restructuring in-1999

serving nearly 9 million veterans. Care is provided by geographical networks with resources
dedicated to each network based on a capitation formula thiaes into account historical
distribution of basic and complex care and input cfdeson et al. 2014 Kaiser Permanente

was founded in 1945 and is the largest 4poafit integratedhealthcaredelivery system in the

US with over 9 million members. It targets a defined erd@lgpulation, offering a defined
basket of service. Chronic patients are stratified by three levels according to needs. Affiliated
medical groups are paid on capitation basis. Kaiser integrates commissioning and provision
within the same organisation and not very transparent in terms of the details of the
capitation mode(Delbanco 2014 It has been noted that systems like Kaiser Permanente are
not overreliant on payment methods and financial incentivaghin the organisatiorto
achieve integrated service provisigtam et al. 2011

The establishment of Accountable Care Organisations (ACOSs) in the US, a reform initiated by
the Affordable Care Act 2010, has spurred an interest in capitation models in the US as a
means to provide 'accountable care'. ACOs are broadly defined as a drpupviders
(primary care providers, hospitals, etc.) that voluntarily have come together to provide and
coordinate care for a specified patient populati@elbanco et al. 20)1ACOs are payer
provider alliances meant to deliver care via payment models that rewards efficacy rather than
activity and where the provider members of the ACO collectively take accountability fo
providing and coordating carefor their patients across the care continuum. ACOs are often
complemented by Patier@entred Medical Homewhere each patient is provided with a
primary care provider to facilitate seamless care across service settings. Payment incentivising
integrated care delivery and 'value' are encouraged within ACOs. ACOs operating under
capitation models have been explored within the Pioneer Accountable Care Organisations
(ACO) programm@ham et al. 2004 Howeverthis trend is still in early phases in Medicare.

In the beginning of 2015 there were 744 ACOs covering in total 23.5 million individuals in the
US (Muhlestein 201k An assessment of the payment reform in the US reported the
proportion of Medicare healthcare payment under capitation to be 1.9%. However, the
proportion of total payment under full capitation in the commercial sector isedea
exponentially in 2014 to 15% from 1.6% in 2QC®R 2015 Most ACO operates under
shared savings contracts (see next section).

The Alternative Quality Contract used by the Blue Cross Blue Shield of Massachusetts provides
an example of a retrospective global capitation payment model (Chernew et al. 20d1).
model is used toantract groupsof provider that accept riskadjusted capitated global
budget to cover all healthcare servicdslivered toBlue Cross HMO (health maintenance
organization) and POS (point of service plan) patients. The global budget covestsall
whether or not the care is providely the provider grougi.e. also cost to unaffiliated
providers) The providers are paid FFS and the total claim paymenteareciledwith the
agreed global budget at the end of each ye&ince FREtes vary across providerdet
system creates strong incentives to refer loaw-cost providers (paid lower FK&tes).
Provider groupgan choose the degree of risk they assume includingifidlarrangement
(100% reconciliation with the global budget), where the provider group are paid all surpluses
and must cover any losses, risk sharing arrangement where the risk of the group is less
than 100 %. All participating groups musdve separate insurance arrangenent (re-
insurancé to protect against extraordinary costslated tohigh-cost patientgoutliers) The
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Alternative Quality Contract also includes performance related payamehthe duration of
the contract idive years, which is longer than typical contracts (one to three years).

In England, the 211 cioal commissioning groups (CCi@spduced in 202 to manage care
commissioning for geographical defined areas encouraged to promote integrated care.
Some CCGs in the UK are in the process of developing and implementing integrated care
models for frail and elderly and/or people with long term cood# (Monitor 2014). NHS
recommends capitation for a target population (such as patients with muldpteterm
conditions) as a good starting point. This allows for organisational capacity building in terms
of the development of patiedevel datasets, finandiancentives and sharing factors before
rolling out a capitation model for a large populatidmonitor 2014 NWL_WSIC 201%An
recently introduced example in the UK is the provisionmfsaloskeletal care in
Bedfordshire, England since 2014 under a capitdiased funding formula, incorporating
risk/gainshare and additional financial incentives for delivering improved patient and clinical
outcomes(Addicott 2014.

Population based capitation mode¥ithin geographically defined catchment areas have long
been used to allocate funds within public delivery systéRennocet al. 2013, and are
increasingly being used in setting with purchasewider split e.g. in provinces within
CataloniaChapter6). There are also exagstes in Spain on indirect management models with
administrative concession to a corporation or a temporary union of enterprises for the
provision of care to an entire basic health area (Ga&uoizesto et al. 2010)0One such
exampleg the Alzira model isdescribed below.

4.2 Contractual models of integrated service delivery

4.2.1 Individual providers with aligned objectives/budgets

In North West Londgran integrated care pilot has been ongoing since 2011 focusing on
elderly and patients with diabetes, two populations that together accounted from 28% of
healthcare spending in the area. Tiheegrated care pilot was sefip as an individual provider
contract model with aligned objectives. In order to maintain their independence, the local
providers opted for a formal agreement to-calinate patient care, rather than merging into

a single structurally integrated delivery syst@uhcClellanet al. 2013. The pilot brings
together organisations from the acute, primary care, community care and social cians se
across five boroughs in London. A shesadngsapproachto support integration are used,;

the multidisciplinary teams created gained access to resswiteed at improving care
delivery(Mason et al. 2014

The Community Health Partnerships/Community health and cataepships in Scotland
covers, in principle, the whole population but often targeted at older people. Established in
the 1990s, primarhealthcareand social services work to integrate care with aligned budgets
(Mason et al. 2014

In Canada, the Program of Research to Integthe Services for the Maintenance of
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financing mechanisn{8eland and Hollander 20111
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4.2.2 Prime contractor or integrator model

The bundled payment model in The Netherlands is an example of a model where the
payer/purchaser (the insurer) enters into a single contract with a prime contraatothis

case a care group, consisting of multipéalthcareproviders, though dominatednd often
owned by general practitioners. The care groups then subcontract deegicians
ophthalmologists and laboratorie3he care groups assume full accountability (risk and
responsibility) for fulfilling the terms of the contract, however they hds@ @me to enjoy a
powerful bargaining positiofdle Bakker et al. 20).2

Gesundes Kinzigtal is one of few populabased integrated care approaches in Germany,
covering approximately 30,000 individuals. It is run byegional health management
company, founded in 2005, owned by the regional physicians' network and a healthcare
management company and operates under sha@adngs contract with two statutory health
insurers(Hildebrandt et al. 200)0Healthcareproviders in Kinzigtal are directly reimbursed by

the sickness funds for their services, but Gesundes Kinzigtal holds accountability for the
healthcarebudget for this population grougAlderwick et al. 2005 Savings ar shared
between the management company and the sickness funds, but Gesundes Kinzigtal is liable
for any loss.There are no direct financial incentives offered to patients. Providers are
reimbursed for services not normally covered but considered impoltardare quality and
receive a share of gains based on individual performance (Llano 2013).

Other German example is the Knappschaft's Prosper programme initiated in 1999, following
legislative changes in Germany that allowed for integrated care conbetmteen insurers

like Knappschaft and providers from different sectors. German sickness funds receive an
individualised capitaticbhased payment for each patient (based on age, gender and
morbidity). Knappschaft has developed eight integrated care neswoodknprising hospitals,

GPs, rehab facilities and soeisdical services. They operate a gaiaring model involving

the insurer, the provider networks and the patients (through a bonus scheme). Additional
incentives for patients include certain-paynment exemptiongMonitor 2014.

Other examples of programmes under a prime contractors model are The Program of All
inclusive Care of the Elderly (PACE) in the US and the System of integrated care for older
persons wih disabilities (SIPA) in Cang@eland and Hollander 2011The PACE model
focuses on elderly people attending day centres arehnates primary and specialist medical

care. IT is funded on capitation basis and responsible for purchasing all needed services for
elderly clients. SIPA operates within a community health centre but with its own budget and
governance structure, i locd agencies responsible for the full range and coordination of
community and institutional (acute and letegm) health and social services.

4.2.3 Alliance contracts

Alliance contracts are based on clearly agreed principles, with emphasis of transparency and
joint accountability(McGough and Dunbd&ees2013. All parts have a say in collective
decisions. Risks and gains are shared, between the alliance members as well as the
‘commissioner’; there is not one paittyat allocates rewards or penalties. Alliance contracts
tend to be longetterm; otherwiseit will not allow the flexibility to strategic change across
organisations. Alignment of values and drives and proactive relationship management is
critical. An alliance contract is often based on a pooled budget arrangement but not always.
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In New Zealand's national insuradsased system, 21 district health boards are responsible

for the funding, planning and provision of health and social services, funded on a weighted
capitation basis by the central government, after the purchpsarider lit introduced in

New Zealand in the 1990s was abolished in the early 2000s. The boards may act both as
providers and purchasers, provide some services themselves or commission some from other
providers(WHO 2002 Within this structure, starting in the mg000s, the Canterbury Health
Board has estalslned alliance contracts with pegreed gain and losses dependent on the
overall performance of involved service providers, replacing previousdapaoedand often
fee-for-item-of-service contracts with penalties for undeperformance The new system
involved open book accounting and all the contractors have agreed margins, and gains go
back into the system in ways the alliance partners agree to improve sgitesins and

Ham 2013 ¢ KS ARSI A& (iNMzZAQINS If S |0 dHNBA HEO NI O Q | LI
encourages innovation over the means of delivery. A core part of the vision was to provide
staff and contractors with the skills and support to be innovative, to foster continuous
improvement in the redgign of services and of enablers that allow the separate providers to
work together as a single integrated health and social care system. Canterbury is working on a
collaborative care management system aimed at allowing the management of patients with
longterm conditions to be set out more clearly. The additional initiatives such as the
'‘HealthPathwaysand the change process have been substantial investments yet balanced by
saving from for example the removal of fiee-service contracts and increased hobased

care.

The ACOs in the US are to some degree based on principles of alliance con&k&ding.
contract implies that a group of providers collectively take responsibility for both total costs
and quality of care for a defined population (Lewis et al. 200#. model aims to offer
financial incentives to providers to redesign services from the prevalefurfservice model

in the US. Sharedavingsas a consequence of increased effectiveness and outcomes are
increasingly intended to be balanced with ristaywever to date only around 5 out of more
than 400 ACOs have financial 4s8laring agreements with Medicarand 19 operate under
capitation models which also involved provider risk, the others are on a shared savings
contract, e.g. with potential rewardsit without risk(CMS 2015Rappleye 2015 Overall 2%

of Medicarepayments were under shared risk t@tts, 12% under shared savings in 2013
(CPR 2015Typicallyshared savings payment is made cordimgupon quality performance.

It isless common to have contracts with additional performance bonus payments (Lewis et al.
2014). Whiledownside risk contracts have been rar¢hie Medicare Shared Savings Program
they arefrequent in private payer AG€ntracts ether through capitation, global budgets
(retrospective bundling)or shared savings models that included shared loBsethermore,

most private payer contracts involve -fipnt payment, e.g. care management payment
(ibid.).

4.2.4 Integrated provides

In Alzira, Spain, a private company, Ribera Salud, is responsible for the provision of all primary
and secondary care in a geographic population of 250.000 since 2003, undetexrioiigs

year) contract with the Valencia health reg{diHS_European_@fé 201). The government

of Valencia, pays Ribero Salud, the private company that runs the integrated system, through
a geographically defined, ngiskadjusted, populatiobased capitation model
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(NHS_European_Office 201Through the capitation nael, the financial risk is transferred

to the private company, though the Government of Valencia ultimately remains accountable
for population health in its regioifhe payment model includes a risk corridor where Ribera
Salud can keep some but not all savings above a threshold and is however accountable for
any cost above the capitated paymehheAlziramodel is built on publiprivate partnership,

and the governmant continue to own the facilitieRibera Salud has subsequently taken over
healthcare provision in a few other areas in Spain. In two of these municipalities Ribera Salud
has implemented Complex Care Plans focusing specifically at elderly patientaonih t

more chronic diseas¢McClellan and Ginés 2015

In Norrtélje, Sweden, the council (responsible for funding and provision of primary and
secondary care) and the municipality (responsible for funding and provisiongdeim

care) formed a jointly owned company to deliver integrated care across the range, thus
established a, both vertically and horizontally, integrated provider system with pooled
budgets including the payer/purchaser. From 2009, care management reamtifig are
organised according tpopulation sulgroups (by age -Q7, 1865, over 65) rather than
functions or profession&obertson 201,IMason et al. 2014

Care trusts in the UK were established as partnerships between the English National Health
Service (NHS) and the local council in which local authorities delegate some social care
functions to the cardrust. In 2013, care trusts were replaced with clinical commissioning
groups and care trusts are now only responsible for provision. Several care trusts, such as the
Somerset, Torbay, and Wye Valley Care Trusts set up integrated provider system wih align
or pooled budgets across health and social care including the payer/purchaser. In Torbay
funds were pooled. The population in Torbay on the south coast of England has a large
proportion of older people, and the care integration focuses mainly on pklgple with
complex cemorbidities.(Robertson 201,IMason et al. 2014

The integrated care organisations established in Norrtalje and Torbay assume both financial
risk and accountability. These organisational changes at the regional level were facilitated by
changesni the legislative framework but not part of a national reorganisation. Subsequent
changes in national policy in relation to choice and competgierny. the introduction of
clinical commissioning groups in the UK and funding models where 'the moneytfalow
patient' in Sweden¢ have challenged their organisational modeds, fully integrated
geographical populatiehased organisations may becommnopolisticand reduce patient
choice(Goodwin et al. 2004
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This chapter provides a brief account of the evidence of the impact of payment mechanisms
on quality and health outcomesf financial integratioracross healthcare sectoos goals of

care integration andhealth outcomeswith basis in the findings of our systematic review
Hnancial arrangements are often difficult to separate from other care integraditatives

since health services redesign in often multidimensidralive a broader understanding of

the evidence of care integration interventions a brief accafnthe impact of different
approaches to care integration on costs and effectiveness from the Cochrane database of
systematic reviewwas added

5.1 Theimpactof payment mechanisnmn obtaining healthcare goals

Disentangling the benefits or side effects of payment mechanisms per se within the
complexity of a healthcare restructuring intervention is difficult. Evaluations are further
complicated by contextual famts (Struijs 2013 A Cochrane review of the impact of didfet
payment mechanismsfee-for-service, salary and capitation respectivetn primary care
physician behaviour concluded that there is some evidence thdbfeservice increases the
guantity services compared with capitation and salary. There wasidence on patient
health outcomes and few studies meet the inclusion criteria of the systematic (&asden

et al. 201).

In our review of the scientifiliterature, we identified onsystematic review of the impact of
payment mechanisms to support care integratioa review of P4P schemes intending to
improve delivery of chronic care through disease manageriégiit schemes were included

in the review, six in the US, one in Audralnd one in Germanyhe study concluded that

the number of P4P schemes to encourage disease management is limited and that
information is scarce about their effects on healthcare quality and @stBruin et al. 2031

We identified two reviews of payment mechanisms to support care integration thiatatoo
more explorativeapproach. A literature review to identify payment schemésayfor-
coordination, P4P and bundled paymeta)promote integrated care in Europe identified
such schemes in Austria, France, Germany, England and The Nethditenstsidy followed

up the liteature review with stakeholdenterviewsand reported onbarriers (misaligned
incentives across stakeholders and gaming were mentioned) and facilitators (e.g. stakeholder
cooperation) to implementation of the scherfiesiachristas et al. 2013t suggested that all
payment reformsappeared to have changed the structure of chronic care delieeigence

of impact onhealth outomes or expenditures could not be drawn from the analy&es
review of 'valuebased purchasing approaches' (including service integration, payment
methods, ad valuebased insurangein the US setting concluded thatany valuebased
approaches are new healthcare andhat impactevidenceis often inconclusivéEldridge

and Korda 2011

The use of performanegased payment in healthcare is growing rapidipre often used

with the intention of achieving healthcare goals other than integration, such as improving the
quality of primary healthcare servic€Scottet al. 201) or changing healthcare practices
more broadly(Flodgren et al. 20)t despite the lack of cleaut evidence of the effestof
performancebasedpayment approachesA considerable number of studies have sought to
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assess the impact of P4RPan Herck et al. 20),0however strong conclusions cannot be
drawn due to a limited number of studies with robestaluation designgEijkenaar et al.

2013. In a recent systemiatreview of 128 P4P programmes only 9 were randomised trials
(Van Herck et al. 20],&the great majority were beforafter studies, a study design whidh

not allow for properly adjustment of potential confaling factors. However an issues with
P4P, which calls for careful consideration in implementation decisions and in the design of
schemes is not only whether it has an effect on what is measures but whether it may change
behaviour and performance that ot measured and rewardedddverse effects of P4P
schemes may be difficult to capture and have often not been adequately considered in
evaluationgBenabou and Tirole 200Balk et al. 201,0Magrath and Nichter 20)2A study
undertaking aqualitative assessment othe 'neteffect' of 12 several nationadcale,P4P
programmesbased on available data sources and stakeholder percepbiossrvedthat

while some of the programmeBrimaryHealthcareQualityBonus System i&stonia Primary

Health Organisation Performance Programmblemw Zealand) had contributed to increased
coverage of preventive services and improvement in chronic disease managEnaetté¢
Incentives Programmi; Australia,Disease Managnent Programmes isermany),overall
programmes hadenerally failed t@emonstrate an impact on health outcom@sashin et al.

2014). Programme effects had in most countries been explored through comparison between
programme participants and neparticipants, before/after comparison or through quasi
experimental differencén-difference analysisThe studyconcluded that financial incentives
linked to specific performance metrics may be a costly way to achieve small improvements in
coverage othe priority services and processes of ceewarded It was suggested that the
improved generation and use of data to fgeelformance back to provider was possibly the
most important outcome associated with the programmes; and thanhprehensive
approachesto strategic performance improvementere indicators and incentives play a
more supportive rather than central mimaybe the way forward towards more sophisticated
systems for provider accountability for care processes and outcnks

5.2 The impact of finandiantegration on care outcomes andsts

Two systematic reviews on the financial integration across health and social care were
identifiedin our grey literature reviewWeatherly et al. 201L0Mason et al. 2014 A total of

38 schemes set in 5 countries (Australia, Canadede3wthe UK and the US) were included

in the 2014 review, which was an update on the one published in 20@8en percendf the
schemes were evaluated by means of a randomised controlled trial, while 32% used quasi
experimental (nosandomised matchedcontrols) for evaluation. The other evaluation
approaches were categorised as analysis of routine data, qualitative or uncontrolled (e.g.
before-after design). The resources integration mechanisms were heterogeneous, tailored to
the local situation. In 82%f the schemes reviewethe financial integration approach was
pooled fundé, whereof 70% in combination with integrated managemeriinancial
integration was often part of a broadertegrated care programme therefore the specific
impact of the resourcemtegration mechanisms could not be disentangled from the overall
change to the care model.

Health impact was assessed@% of the schemes, 57% of t66%did not report any
significant improvement due to the integration approach, 22% reported mixembroes,
17% reported positive outcomes and 3% (one study) reported negative outcomes. Two
schemes that reported positive outcomes were an evaluation -ofrdioated care trials in
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Australia conducted in the miB90s and early 2000s and the 'On Lok’ imi&an Francisco in

the 1990s. Both used integrated management with pooled funds. The Austrabadirtated

care trials focused on broad integration across primary and social care. Six separate
evaluations of the trials were included in the systemagwieww. One of these reported
significantly positive quality of life outcomes. The San Francisco trial evaluated the expansion
of adult day care (case management by a nraisgiplinary iFnouse team) in response to
shortage of skilled nursing beds for loc@mmunity. It was later expanded into PACE
(program of alinclusive care for the elderly), a permanent Medicare programme since 1997.
However enrolment into the programme has remained poor and evaluations of PACE, also
captured in the systematic revigMason et al. 201¢ have not demonstrated any significant
effect on health outcomes.

Eight percent of schemes (three schemes) evaluated found a significant reduction in care
utilisation and costs. An evaluation of the Veterans Health Administi@tldA)in the US
reported sgnificant reductions in hospital admissions, bed days and patients costs after
restructuring in the late 1990s. The Torbay and Wye Valley Care Trusts in, tiveeldK
health and social care responsibilities have been combined within a single orgamightion
pooled budgetswere the other two schemes that reported reductions in secondary care
costs, however the evaluations lacked properly match controls or adjustment for potential
confounders (ibid). One study showed a significantly higher admission rate in the
intervention goup while evaluations of the other schemes lacked evidence on utilisation and
costs or showed mixed results or no significant change. A diffeirewliféerence analysis of

15 of the 16 English Integrated Care Pilots (ICPs) founththattegrated careapproaches
explored in these pilotswhich werea settingspecificrange of care integration activities,
predominantlyencompassing horizontal integration between health and social diareot

result in significant reductionm emergency admission ratebut lower rates of elective
admissions and outpatient vis(tsolte 20132.

Quality of care measures, includitfte views of staff, patients and carers, collected via
surveys or sometimes anecdotaligported mixed outcomes. The Australian trials and some
of the UK Integrated care pitoteported improved access to services. The VHA scheme
reported significant improvements in the qialof careafter restructuringfrom a system
focusing mainly on acute inpatient careverdsa focus on ambulatory and primary caed

the introduction ofa capitatiom payment model

The authors of the systematic review concluded that the mixed evidence did not make it
possible to conclude whether integrated resource mechanisms were effective; the overall
impact on health outcomes and costs was neutral air,best, modest. Measures of
satisfaction and quality were however largely positive. Care integration for people with health
and social care needs is complex and the review suggests one should be careful in assuming
that the integration of resources isiiself a panacea to care integratifiason et al. 2014
Likewisethe 2010 review concluded that there is little evidence that structural integration is
either necessary or sufficient for achieving integration of care and successful partnership
working. It suggested that a matrk approach may be better able to deal with complex and
intractable policy challenges and that it may be important to enable organisations to select
the model most appropriate for local negfgeatherly et al. 2010
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5.3 The effectieness and cosgffectiveness of care integrati approaches

It has been suggested that in order for integrated care agenda to proceed, robustly evaluated
examples in realorld conditions are needed to examine effectiveness, justify investment
and consider their potential for implementation on a lasgale(Greaves et al. 20).3Care
integration is complex and contedépendent, and the outcomes are not always immediate,
thus the experiace and results from one setting are not necessarily transferrable. Getting
integrated care right, and then demonstratitg) effectiveness, is a clinical andjarisational
challenge

A number of systematic Cochrane reviews of integrated, collaboatpatientcentred care
initiatives published lately have reported both positive and inconclusive benefits with care
integration and patiententred approachefRenders et al. 201 Archer et al. 201, Xruis et

al. 2013 Smith et al. 200,7/Aubin et al. 201.2Dwamena et al. 201Hayes et al. 2015mith

et al. 2012Reilly et al. 201,9ackson et al. 2013

The evidence on whether integrated care is @dfdctive is weak. A summary of reviews on
the economic impact of integrated care approaches to link or coordinate services of different
providers for patients with (complex) chronic health problems concltiggtdreporting of
measures was inconsistent and the quality of the evidence ofterfNolte and Rchforth
2014). The study included9 reviewsand consideredhree economic outcomes, utilisation,
costs, and costffectiveness. Care approaches included in the 19 reviews were often
heterogeneous. Eight of the studies reported on -@&tctivenessThe authors found the
evidence difficult to interpret. While interventions to integrate care are often driven by the
joint ambitions to improve care and to d¢aim cost, the authors questiomhether integrated

care can and shall be considered an intenaentihat, by implication, ought to be cest
effective to be justified, oshould beregarded as a complex strategy to innovate and
implement stepwise changes toward sustainable service delivery, something that would
require continuous evaluation over exteut periods of timgNolte and Pitchforth 2004
Integrated care interventions may provide vafae money even if cost savings are missing

since there is a good chance that-BoNRA Yl G SR O NB GNB @St a NI

need (Mason et al2015).
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In this chapteexamples opolicy developments towards integrated care including changes in
financial arrangements (financial organisation and/or payment mechamsdiag European
countries¢ three insurance based and two thased systemss describedbased on the
answers fronthe respondents of the expert survey/e do not aim tgrovidea complete
descriptionof the situation in he countries involved, but giweme examples on integrated
care initiatives and financial arrangemerds well as obstacles in developing integtatare
within and/or across health and social care providers and the role of financial arrangements in
hampering or supporting care integratidn, the organisational or geographical setting the
respondent is most familiar with. Hence ttesults covesituations both at national and local
level, and may fail to include important initiatives or factors not mentioned by the
respondents. First we provide results by countrisections 6.1 to 6.5. Then some
commonalities in challenges of integrated care related to financial arrangeraeats
highlightedin section6.6.

6.1 Belgium Integrated disease management pathways

Brief The main source of badmealthcarecoverage is through compulsory health insurar

background  with multiple insurers and automatic affiliatiorhe federal state of Belgium encompas

information  three communities: the Flemish, the French and the Gerspaaking community. Sinc

on healthcare 1980 part of the responsibilis for health policy has gradually been moved from

system federal government to these sutational authoritiesThe predominant form of service
provision for primary care and outpatient specialist care is private solo practice
predominantly fegor-senice (FFS) paymentith fees negotiated at the central leve
Alsq inpatient specialists are typically sethployed with FFS remuneration. Act
inpatient care are mainlhprovided by public and neor-profit hospitals paid by
prospective global budgetsased on caseix (DRGs) and nationally set average pri
There is free abice of physician, i.e. no gateeping (patient does not need referral fro
primary care physician to access secondary care) or requirement to register
primary care physian, but patients are incentivised. Patients have to pay full price
outpatient services and are reimbursed afterwards. There is also patigatyowent for
inpatient care. The answefi®m the Belgian expert®ainly apply to the situation in th
FlemishCommunity.

Integrated The respondents reported on a growing number of policy documents indic

care policy awareness and ambition about tineed for a more integrated care.ady authoritative
organizations and key persons within the healtld social care sectors hafemulated
essential reasons and building blocks for a paradigm shift towards integrated car
important development was the first nationwide implementation (by Royal Decree 1
January 2009) of integrated disease mamagnt pathways for treatment and follewp
of chronic diseases starting with chronic renal failure and type 2 diabetes
collaboration between caregivers (the GP, the specialist and others) is formulaime i
pathway contracts. The implementatiorf the care pathways are supported by financ
incentives towards the physicians (yearly lump sum per patient) and to the patier
having to cepay, better access to services, personal care, gar). The care pathway
are enhanced by local multidisciplinary networks. In the Flemish region active coop
networks, recognised and possibly financed by the Flemish of the Federal authoriti
also be found involving first lifeealthcare disabity care, psychiatric care, youth ca
etc. Other initiatives mentioned are stimulation and rewarding new field projec
integrated care.
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Obstacles to Important obstacles to care integration as viewed by the respondents are |

IC fragmented and sgrialised care organisation resulting in functional silos also w
organisations. Different care sectors have been developing important initiativ
improve integration of care, but since these have largely been developed separate
result is aemetimes not so coherent patchwork. Private solo practice combined wit
culturalandquasRA RS2t 23A 0L f Q LIRaAGAz2ya 2F | f
medicine is part of this picture.

Financial Current financial arrangesnts are not seen to support care integration. An aln

arrangements exclusive fee for seng system for rewarding doctofwithout link to quality of care an
rewarding first hand contacts, not collaborative and proactive) chives not encourage
doctors to collabate in order to manage chronic diseases. There is also a le
incentives to stimulate the coordination of care between the first and the seconc
workers in home care nursing. Some changes in financial arrangements toward inte
care have been n in recent years including:

T ! FTAESR tyydzadt FSS F2NI OFLRAGIFGAZY
demanded each year and per patient in a consultation.

T !' FAESR ¥SS F2NIAyOftdzaAzy 27F | LI i
for the specialist physician) whereas only 5 to 10 patients per GP could be
included.

T !' FTAESR tyydadt F¥SS 2F wmne LISNI LI G
prevention

Impact The changes have, from the point of view of one of the respondents, not the inte

effect in supporting care integration. They are seen as too marginal to change ¢
LIN OGAGA2YSNRE KFIoAdGaT GKSNB gl a yz
necessary conditions such as a working team, making appeal on a secretal
delegation etc.

Further plans There have been discussions on further changes in financing arrangements to fost
integrationthat are currently in the preliminary phase.

6.2 Estonia Enchasing the care coordinating role of family doctors

Brief The main source of badiealthcarecoverage is through a single payer health insure

background system(EHIF)The predominant form of services provision for primary care is private

information  practice with capitation (gerage 67% in 2011) and fw-service (FFS) payment wi

on healthcare fees negotiated at the central level. Primary care physicians also receive a month

system allowance and performance related payments. Specialist services are provided ir
hospitals, with emiopyed specialist physicians on salary. The hospitals are mainly p
DRGs (70%), FFS and per diem. Psychiatric care, rehabilitation andgatlane are not
included in the DR@ayment. A referral from primary care physician is required
access tamost specialists and patients are also required to register with a primary
physician. There is no-payment from patients for (officbased) visits to family doctor:
Patients cepay for ambulatory specialists and inpatient care.

Integrated No particular policy at national level towards integrated care seems to be in pli

carepolicy Estonia. However the Estonian Health Insurance Fund (EHIF) (single payer sys
integrated care and patient centred care as guiding objectives, but ndicpesgram to
promote care integration.

One important strategy related to care integration is however the Estonldealh
Foundation Strategy for 2022D16. This strategy stipulates several targets and tasks
are crucial for integrated care (dataabdity, exchange, standardisatjatc.) but the idea
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Obstacles tc
IC

Financial
arrangements

Impact

of integrated care is not used in the document. Two -welking eservices are
developed; the systems of-epicrises and -prescription. Standardised epicrises &
prescriptions are stored in centrdatabase accessible to every doctor. Several initia
are also under development including-&b ¢ makes lab results accessible through
care levels; Emmunisation passport; and@Eertificatec the system that allows issuir
different health certifiates electronically.

The main obstacle to care integration as viewed by the respondents is that the ne
integrated care is not recognized. The concept of integrated care is not widely us:
far as all problems arise in different sectors (e.g. Wwaiing listsfor hospital services)
they are discussed and addressed separately. Coordination between hospitals o
institutions is very weak. There is a lack of agreed patient care pathways/protocc
expected health outcomes that cover all levels of care (prirsapgndary, nursing) the
would enable to define the roles and to monitor the performance against de
pathways.

The national system of health service financing is very aigiddmostly aimed at 'cos
containment Hospitals (prading most of inpatient as well outpatient specialist ct
face substantial financial incentives to admit and keep patients in acute inpatient
While the EHHeontracts set annual cesand biannually negotiated volume caps ¢
acute inpatient careservices, hospitals still have the incentive to increase volumes
these caps are reached in order to maximize revenues. Shiftingnutepostacute care
from inpatient to primary care may be problematic because of the financial incel
facing famy physicians. Namely, for services such as laboratory diagnostic tes
imaging, family physicians are reimbursed on a capped fee for service fund. V
agreed protocols and accountability lingss difficult to redesign the payment incentive
Having these pathways would enable to modify funding principles inside the health
as most of public funds go through the EHIF.

The development of family physician (FP) payment system has however been ai
support primary care centred care progisand to enhance better care coordination. T
FPs payment system has partial fundholding elements and quality bonus systen
gKAOK 020K &dzLJLI2 pdmin@tNRE Si 2 GBINY 3. Yi A
Since 2013 FPs can consult with spistdathrough the health information system
using econsultation (development of-eferral letter) and to claim the fee from EHIF
certain requirements are fulfilled. The objective of theoasultation is to support famil
doctors to take a biggemle over patient care and to improve cooperation betwe
specialists and family doctors. Moreover, this is expected to decrease the need to
specialist appointment making the full care episode faster and to provide relief fo
waiting times in sme specialties. The@nsultation has to follow a standardised forn
(by specialty) which increases the quality of information provided by the family doc
enable specialist to give adequate advice. In 2@b3additional allowance for fami
doctors employing a second nurse was also introduced. The aim of this adc
Fftf26lyOS Aa (2 adzZlll2NI GKS ydz2NESQa
diseases and acute health disorders as well asunselling and prevention, and to fost
better care coordination insideealthcaresystem. In 2015 separatétherapeutic fund
is introduced. The therapeutic fund can cover services provided by psychologis
speech therapists and is capped at 3%heftotal capitation budget.

Patient care integration over health and social sector would be more difficult to ac
as these sectors have different institutional arrangements and the financing scherr
separate where social care is largely orgah@ad financed by local municipalities. Thi
are not any financial incentives to promote care integration at a system level.

There is no solid evidence on the impact of these recent developments on patier
outcomes. There exists local andfmoject based initiatives for care integration acrt
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healthand social care but their system level impact and sustainability is uncertain.

Further plans The plan is to develop primary care funding model to support extension of se
provided at the pmary care level, e.g. including services by physiotherapists il
therapeutic funds planned

6.3 Norway The 'Coordination reform'

Brief Norway has a tax funddgkalthcaresystem. The responsibility foealthcareis divided by
background the state, decentralized to four regional health authorities, in charge of spe
information (including hospital) services and municipalities in charge of primary antblongare as
on healthcare well as social services. The predominant form ofices\provision for primary care is se
system employed physicians in group practice with-feeservice (FFS) and capitation paym
(about 30%) with fees negotiated at the central level. The capitation fee is paid |
municipalities while FFS is paid by gtate. Specialist services are mostly providel
public hospitals, with employed specialist physicians on salary. The hospitals are
combination of global budgets and DRG (40%) for (somatic) inpatient services. Ps
services are paid partlyy FFS for outpatient services and else global budgets. In
performance based payment was introduced for specialist sommedithcare A referral
from primary care physician is required for access to specialists and patien
encouraged to registgand almost all do) with a primary care physician. Patients pay
charges for outpatient care, with an annual ceiling, while inpatient care is free of ch:

Integrated There have been several important policy changes supporting tliticgloambition

carepolicy (G2¢FNR AydiSaNIr¥aGdSR OFNB Ay NBOSyd &SI
WST2NYé g+ a Lzl F2NBEFENR (2 GKS b2NBS:
challenges: (1) Insufficient coordination of care for patients mquire both health anc
care services; (2) Too little emphasis was placed on prevention in the overall
system; and (3) Cost containment and efficiency mechanisms in the delivery of s
were weak. To achieve the goals of better public heailii better coordinated
healthcare, the government adopted legal, financial, professional and organiz:
means.

The 'Coordination Reforinwas implemented in 2012 and coordinated services v
central both as means and goals. The refaims atincreasingthe effectiveness ant
quality of healthcareservicesby strengthening primanhealthcare strengthening the
patient role, a new role for specializedhealthcare services and through better
cooperation. The reform comprised two key legislative acts (theidipah Health anc
Care Act of 2011 and the Public Health Act of 2011), plus the National Health ar
Plan (White Paper no. 16, 2@R011). In addition to the legislative work, the reform a
relies on mandatory cooperation agreements between the nipadities and hospitals, &
well as organisational and financial instruments to support cooperation and coordir
In the white paper National health and care plan 2012015 the government als
describes the goal of better integrated services. Theergovent adopted in 2013
strategy that supports the goal of coordinated services for people with such needs.

Obstacles toc The respondents point to several obstacles to care integration such as ecc
IC leadership, two levels of healthcare, many welfare sectors and professional c
barriers. Economically, the challenges are related to the municipalities and the sp
services having separate budgets. Often it is economically profitable to ‘push’ patit
the 'counterpart’. Organizationally, the challenge is related to separate organisat
primary care and specialist services, with different management regiRrenary
healthcare is part of the municipal responsibility while the specialist care is state ¢
Within primary care the GPs are saifiployed, i.e. not municipal employees, and prov
private services on contract with the municipalities. Professiuiiral barriers are alsi
seen as one major problem in failing to provide smédigrated and coordinated service
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Primary and specialist health services have different professional perspective
primary healthcare put high value on focusing on tioncand broad competence whil
the specialist puts diagnoses and top expertise in focus.

Financial Two levels of financing may hamper coordination between levels. As a rule, in the

arrangements economic regime it will be economically profitalil¢he patient receives their service
from the 'counterpart; the municipalities save money if the patient is treated in hos
and for the hospital it is profitable that the patient is quickly discharged to
municipality. There are fewncentives towork together. Patient experienced satisfacti
regarding integration/coordination does not count when it comes to finan€ngthe
other hand, municipal comprehensive single budget responsibility for all welfare
sectors including primary health aodre services and social care support care integre
at the local level. There are also different centrally financed grants for coope
projects andfor out-reach teams such as assertive community treatment (&@mjs
aimed at stimulating cooperati and coordination between municipal and speciali
healthcare

An important part of the Coordination reform was the use of financial incentives dir
at the municipal level to support the goals of the reformpadper services at the rigt
time andright placé, including

f adzy AOALI f LISNJ RIFI& LI eéyvySyida F2N LI
discharge date;

1 Municipal cepaymentof 20% (of DR@rice) for norsurgical hospital treatment
which in theory can be prevented or handled in municipal health services.

1 A pilot scheme where municipalities receive grants to establish acute be
alleviate the pressure on hospital admission

The municipalities got a per capita grant (mainly taken from the specihbsditicare
budget) to covertheirec@ A Yy yOAYy3a 2F NBaARSydiaQ dzaé

Impact The financial incentives have contributed to stimulate changes in s@nggision to
support better healthcare services and better coordination of these. Regul
requirements for what should have happened at the hospital before the patient ci
defined as ready to be discharged and municipalities' obligation to pay $hédidf the
patient remains after the person is ready to be discharged are powerful incentiv
better coordination of the work with these patients and has reduced the length of
in particular for elderly patients. The first resudf the evalation of the reform show
strong effect on number of patients declared in need of municipal services after he
stay and as ready for discharge, and strong effect on admitting them to municipa
the two first years after the reform was introducdmjt not the third year. There ar
however indications that increased demand for municipal services, in particulaedon
and shortterm places in nursing homes has crowded out patients living at home
these services. The readmission rates to hakpitave not changed significantly.

The cefinancing led to an awareness of municipalities regarding how much spe
servicesresidents of the municipalityse and of differences in consumption betwe
municipalities. Hengéhere has been a strong efft on political interest in hospital cost
but not on spending on preventive measures, mostly due to short term effect, be
the scheme was ended by the new government by January 1st¥¥201e scheme wa
discontinued before it could give the desikftect on consumption of specialist service

The bourgeois parties in the Parliament (now the government parties) were against the schemievhen
parliament handled the national health and care plan. They believed that many smatiicipalities were
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Further plans The Norwegian Directorate of Health is currently looking into new financial scher
support the desired changes in healthcare delivery on behalf of the ministry. A com
of experts whassessed the municipal structure and new municipal tasks also cons
the Finnish model with 100% financing responsibility for both primary and specialis
in specific tasks as a possible experiment.

6.4 Spain(Catalonia)integrated Health and Soctadre Plan

Brief Spain has a tax fundedealthcaresystem.In Spain the responsibility of financing

background organisation and delivery of healthcare is devolved to 17 autonomous regioe:

information predominant form of services provision for primary care is public dliflcsemployed

on healthcare physicians. The clinics are paid by capitation and performance related pa

system negotiated between purchasers and provider associations, while the physicians |
salary and a capitation fee (about 15%). Specialist services are mostly provided ir
and private) hospitals, with employed specialist physicians on salary. The hospi
typically paid by global budgets, sometimes based on DRG case mix Sy stemiract
metric, and performance related payment. A referral from primary care physici
required for access to specialists and patients are also required to register with a
care physician. Services are free at the point of ddre.respondets from Spain mainh
describel the situation of the region of Catalonia.

Integrated In Cataloniaan Integrated Health and Social Care Plan accountable to Departm

care policy Presidency involving both Department of Health and Department of Welf&atalonia
have been launched. Among the most important initiatives the respondents ment
are; Integrated Care Pathways, especially related to Complex Chronic Care; Int
health and social care implementation involving prinfeglthcareand saial services
andriskstratification ofthe Catalan population.

The Program for Prevention and Care of Chronicity (PPAC) provide a new model ¢
and social care for the Catalan people with {ergh conditions like heart failure (HF
COPD and dietes mellitus (DM). It should be capable to respond to the chronicity
independent aging challenge by enhancing health promotion and reducing risk fact
the incidence of these loAgrm medical conditions. The program includes: Boostin
active autonomous and healthy lifestyle; Integrating primary and aeeédthcarewith
social care, for instance, by allowing foHogv chronic patients through primary car
Recognizing the role of social care provider and family; Responding appropria
health and social needs of people with a lbegn medical condition; Evaluating tf
deliveredhealthcareservice in terms of indicators. Integrated electronic health rec
within health sectors encouraging health providers to publish and upload a Min
dataset of information also support care integration.

Obstacles to Insufficient funding and established organisational structures (primary and spec
IC care) are mentioned as obstacles in developing integrated care, including that infori
systems are not interoperable between health and social sector and that e
commissioning dynamic in the health sector and no commissioning approach in

vulnerable in relation to such an instrument because of annual fluctuations in consumption. They also believed
that a reform of the municipality structure (towards bigger and more "robust" municipalities) should be in place
before the municipalities was given increased pessibility. And after the electiorvictory of thebourgeois
partiesthe removal of municipal gpaymentwas embodied in the Declaration of the new Government and the
Settlement with the two support parties in parliameThat the municipal efinancing scheme disappeared so
quickly is thus the result of politics and that there was no broad agreement on this instrument in Parliament.
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Financial
arrangements

Impact

Further plans

services.

In the view of the expert respondentsurrent financial arrangements, with differel
financing scheme, no integrated outcome framework and no joint commissi
between health and social services, are not yet supporting the integration of soci
healthcare However, some new steps have bemade in integrating the social at
healthcare

When the Chronic Care Program wasnchedat the end of 2011la new transversa
Outcome Framework evaluation between different provision lines (Pribheajthcare
hospitl, longterm care facilities, mentdealth) was introduced. A new variable part
hospital budget(up to 5% related to expected performance accordittge Outcome
Framework including transversal objectives was introduced. lalkadeen contracted
less emergency admissions related toodlic care admissions. Per capita financing wi
health sector as a way to assign budgets covdraaithcareservices (acute hospita
primary care centres, long term care facility and local network of mental health) wi
local area with an attachegmbpulation from 100.000 till 400.000 has been implemen
in some territories to support collaborative work between primary care and hospital
It has been difficult getting especially public statutory providers to play in this way s
risk and gtting incentives after good performance achievement. Furthermore, 1
organisations in Catalonia have introduced bonus or variable payments in sals
health professionals comparing with other regions in Spain. It has been a ven
strategy to alin professionals. This is not the situation in the social care services.

The preliminary results on the PPAC programme show a good start. In som
common objectives have encouraged all providers (primary care, hpspit3to agree
to work together in Integrated Care Pathways.

The plan is to increase the proportion of hospital budget related to expe
performance. New total or global per capita financing would be welcome, including
services. It couldbe expected to introduce the strategy of bonus payment to
introduced also in social services.

6.5 SwitzerlandThe 'Health 2020' agenda for reform

Brief
background
information
on healthcare
system

The main source of badealthcarecoverage is through compulsory health insurar
with multiple independent insurerand patient choice of insurer. Thaividual purchase
healthcare insurancédased on communityated premiums, i.e. insurance compan
compete on price. The bagioverage is however strongly regulated at the federal |
and insurers are not allowed to make profit off this basic insurancewitzerlandthe
responsibility for hdéhcare mainly fallsonthe 26 G/ i 2y azX A GK GKS
role restrictel by constitution primarily to public health and regulation and to sc
insurance provision. The federal and cantonal government subsidises health ins
coverage (meantested). The cantons are the main providers anéuoders of inpatient
care. The predominant form of services provision for primary care and outpal
specialist care is private solo practice with predominanthfdeservice (FFS) payme
with feesfor services covered by compulsory insuraseeon a resourcbased relative
valuescalewith feesnegotiated atcantonallevel or fixed by the authoritiesrimary care
can also be provided by managed care organisation receivingdjisked capitation
payment negotiated between purchasers and providers. Acute inpatient cart
provided by public, private ndor-profit and private foprofit hospitals paid by a cas
mix based funding model (DRGs) with point value negotiated at the regional
Inpatient specialists are hospital employees and paid salary. Psychiatric hospit
rehabilitation clinics are paid per diem. Even though most individuals have a r
doctor there is free choice of physician, i.e. no ¢a@eping (patient does not nee
referral from primary care physician to access secondary care) or requiremegisten
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with a primary care physician, but patients are incentivised by use of premium redt
(see below). Insurers also offers bonus insurance plans with premium reductions (
higher premium in the first year) if no health insurance claim wasigiebl the previous
year.

Integrated National policies promoting integrated care are in place for outpatieaithcare

care policy delivery. These policies are implemented through alternative insurances maithérts
the mandatory basibealthcareinsurance. Since 1996, year of the Health Insurance
all citizens are obliged to subscribe a health insurance that guarantees acc
healthcare. The health insurance system allows insurers to offer health plans with
premiums for using designategroviders with reduced choice and more ce
management. Three types of alternative models are in place: 1) the family doctor,
physician network8, and 3) the Call center. All three models are based on a gateke
principle. Beside this, in ordes improve vertical integration, several national stratec
are addressed to specific chronic diseases or care for patient (i.e. national stratt
dementia and national strategy for palliative care).

On the 23rd of January 2013, the Federal Councipted the report 'Health 202¢
agenda for reform, which comprises four priority areas for policy action (Ensure qui
life, Reinforce equality of opportunity and individual responsibility, Consolidate
increase the quality of healthcare deliveapd Create transparency, better control a
coordination). The report includes 36 measures that aim to prepare the Swiss hea
system to better address current and future challenges. Among these is the develc
of integrated care through measursimprove better coordination in the health sectc
especially for certain types of patients (elderly, chronically ill patients and psyc
patients).

Obstacles to In the outpatient setting, there are different obstaclesi@velopingntegrated care, ever

IC if in 2010 there were approximately @bysicianshetworks and HMOs. Many of the:
are the result of a riskharing strategy between physicians, more than the outcome
specific policy. The development of vertical integratiorwken doctors, hospitals an
other healthcare organizations is complex due to the different financial setting for
healthcare provider. Implementation of national strategies (vertical integration) is i
complex issue due to the characteristics @& faderal system: the approval process ¢
national strategy by the 26 cantons is a very articulated one.

Financial As viewed by the respondents, the Swiss health financing system does not hinc

arrangements development of integrated care hutt the same timgit does not ease it. Eattealthcare
setting (outpatient, hospitallongstay) is held by different legal basis and finan
arrangements. Even within the same settinghmise) important funding differences a
in place depending on hether the care is delivered in an acute, rehabilitation
psychiatric hospital. The heterogeneity of financing, characterized by different fin
systems and tariff rates, certainly does not facilitate the implementation of integ
care (verticalitegration).

Besids the introduction of the DRGs reimbursement system for the abetdthcare
aSOU2N) YR (GKS G NX F¥or thel dNipabehtdadtiBgs,yivhioh Sul

¥ Health maintenance organizations (HMOs), independent practice associations (IBfes)edpiprovider
organisations (PPOs) (OECD Review of Health Systems Switzerland 2011).

20 http://www.bag.admin.ch/gesundheit2020/index.html?lang=en

21TARMED is a standard tariff that applies for all medical and paramedical services provided ipraetiiesl

and hospitals in every canton and which was developed together and in cooperation with the service providers
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two different payment mechanisms, there have been no significant changtse
financing arrangements in recent years. The only law change théddigated in some
way, an integrated care setting is the 1996 Health Insurance Act, which intro
alternative forms of insurance within the compulsory insurance, to tebypthoosing
these forms of insuraneghe citizen to benefit of an economic saviAg.the beginning
less than 10% of the Swiss adhered to one of the three forms of managed care in:
plans described above, but over the years there has been a stroagsecin 2013 mor
than 60% of the health insured had signed up for an alternative model, mainly fi
family doctor arrangement. The global economic crisis has not spared Switzerland;
FNE Y2NB dGdSyaA@dS (2 GKS thdsewhi ch@de thé KN
model do it for reasons of saving rather than qualitative benefits.

Further plans 'Health 2020' reform agenda includes several objectives and measures for impro\
in financial and payment mechanisms, among others: to reduentives for risk
selection by insurers and support competition on quality by refining the
compensation mechanism used towards insurers, by introduchigsueance for very
high costs and by better separation of basic and supplementary insuiaric@dentives
for increasing volume inherent in the fee schedules by increased weight aatdle
remuneration mechanism and revising existing fee schedules; introduce new v
managing the system and to counteract the cost shift fromfulading to nsurance
premiums and cgayments following increasing share of service provision in outpe
care (which is not partly texunded as the inpatient care).

6.6 Summary financial arrangemestndintegratedcare

A common observation for diVe countries @rticipating in our expert survey is the need for
substantial incentives to stimulate the coordination of care across financial bountaties,
within healthcareand none the leastbetween healtlisareand social care. Separate funding
and responsibilities of care provision, with different institutional arrangement, payment
mechanisms and managerial regimes creates barriers to care integration. Separate funding
and governance structures results in ladfkcommon objectives and agreed patient care
pathways, and noaligned incentives across care providers. A system based on solo practice
and reliance on payment mechanisms promoting volume does not encourage care
collaboration or proactive services and ates care fragmentation. Separate budgets may
create incentives to shift patients and costs to another level/part of the care system. Without
agreed care pathways and accountability ljiitestill may be difficult to redesign the payment
incentives even@oss providers within a single payer system.

Several initiatives to change financial arrangements towards integrated care are reported by
the respondents(Table 6.1). Recent changes in payment mechanism to support care
integration spans from fairly simple measuregaminding and supplementing FFS payments

to population based capitation, reflecting the strategies and stage of reform prtogessls
systems conducivef integrated care, as well as country specific contexts of health care
systems.

and insurance providers. For more information see
http://www.concordia.ch/en/private/service/fag/tarmed.html.
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Table6.1 Overview of examples of payment mechanism introduced to support integrated care mentioned byespomyents

Supplementary funding Refining FFS Pay for performance Payment integration or financial Patient incentives
incentives across providers
Project grants Amending existing Fpayment| Enhaning existing paymen Crosscharging Exemption of co

Providing financial support to loca
projects on integrated care (BE,
NO).

A pilot schemavhere
municipalities receive grants to
establish acute beds to alleviate
the pressure on hospital
admissions (NO).

Additional allowances

Additional allowance for family
doctors employing a second nursg
2 &dzLILR2 NI (KS
role in monitoring patients with
chronic diseases and acute health
disorders as well as in counselling
and prevention, and to foster
better care coordinatiomside
healthcaresystem (EE).

system

Fee (paid to GPs) for consulting
with specialists through the health
information system by using e
consultation(EE)

Supplementing existing FFS w
capitation fees for care coordiriah
and prevention

A fixed annual capitation fee (BE),

A fixed fee for inclusion of a patier
in a care trajectory (for the GP an
the specialist physician) (BE).

A fixed annual fee per patient
between 45 and 75 years to
manage prevention (BE).

system  with
related payment

performancg

Quality bonus system which
support GPs to take greater
NEEfS 20SNJ LI
coordination(EE)

A new variable part of hospitd
budget related to expected
performance according to
Outcome Famework
including transversal
objectiveqES)

Bonus payment to employees

Bonus or variable payments i
salaries of health professiong
to incentivise and align
professionals (ES).

adzy AOALI f LISNJ RI &
staying irhospital after a defined
discharge date (NO).

Cofinancing

Municipal cefinancing for hospital
treatment limited to admissionbat in
theory can be prevented or handled in
municipal health services (NO).

Partial fundholding
Separatétherapeutic fundfor primary
care physicians covering services
provided by psychologists and speech
therapists(EE)

Population based payment

Per capita payment for health services
within a defined catchment area (ES).

payment

Exemption of co
paymentfor
patients
participating in
integrated disease
management
pathways (BE).

Premium reductions

Premium
reductions in health
insurance
premiums if
agreeing to use
preferred managed
care arrangements
(CHE).

BE=Belgium, CHE=Switzerland BsBria, ES=Spain, NO=Norway.
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Methods or models thatreae and support connectivity, alignment, coordination and collaboration
within and betweendifferent levels/providers in the health andcg care system (secondary,
primary and/or social care) are currently explored in different healthcare settings to achieve care
integration.In Phase | dProject INTEGRA@Eeries of case studies on integrated care experiences

in the management of chram conditions in different settings across Europe was perforified.

chapter gives an account of initiatives towards care integration in the four case study countries
Germany, The Netherlands, Spain and Swedeith analysis of the financial approacked to

support care integration in each case study. The cases encompass two (sometimes overlapping)
descriptions of integrated care: natiodalel approaches to care coordination or integration for
patients with chronic disease (The Netherlands); lockixeloped models for horizontal and/or
vertical care integration for selected patient groups (Germany, Spain, Sw&bengase studies
comprised two disease pathways (Chronic obstructive pulmonary disease (COPD) and diabetes) and
two care coordination dven settings (geriatric care and mental health):

Geriatric: Evangelical Geriatric Centre Berlin (DE)
- IGintervention: Multidisciplinary integration of care for geriatric patients in hospital setting

Diabetes: Care groups in Region A&B (NL)
- IGintervention: The Dutch bundled payment system

COPD: Integrated care unit, Hospital Clinic Bar¢is)

- IGintervention: (a) Home Hospitalisation and Early Discharge in COPD patients

- IGintervention: (b) Prevention of Exacerbations in COPD pat{@ge known as Frailty
programme for COPD patients)

Mental health: Norrtélje (a) & (b) S6dertélje local areas (SE)

- IGintervention: (a) Integration of purchasing, management and provider organisation of health
(county responsibility) and social care services (municipal responsibility).

- IGintervention (b) Coordinated Mental healthre Service; creation of a one hbadind social
care'consortium combining county psychiatric clinic and municipal social services.

Sectios 7.1to 7.4 providea description on background and policy context, financial arrangements,
organisational and patient and health imp&ot each caseA graphical description @&ach case

study, based on data extractddom the case study reports also includedror a full descriptioaf

the case study analysesee the case study repordlonso et al2014 Busetto et al2014 Kiselev

2014, Larssoret al.2014 and Klinga et ak014). The German case study is slgopented with a
description of approaches to integrated care in the financing system of healthcare in Germany (see
Appendix B for detailsfection 7.5 provides acomparisonof experiences acrogbe case studies
Barriers and facilitators to implementation and sustainability of the case study interventions related
to financial, structural and legal factors, as well as incentives and disincentives in payment
mechansms is discussed. Finally, the key policy lessons related to financial, structural and legal
factors emphasized in the case study reports are highlighted.
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7.1 Disease management and integrated care programmes in Germany and integrated
geriatric care in a hodpl setting in Berlin

Background Healthcare in Germany is provided through a universal, mandatory insurance s

and with shared responsibility between (central and state) governments and private .

intervention (Nolte 2012). Nursing services amaficed by a separate governmérgised insurance
Up wtil the early 2000s the Germadtatutory Health system paid insurers (sickn
funds) through a capitation model, Halljusted solely on basis of age and(&hi 2014
This created clear incentives for sickness funds to avoid costly patients with ¢
diseases. In 2002, disease management programmes (DMPs) were introduced.
down decision through regulation to ensure national implementation. DMPs in Gel
encanpass diabetes (type | and Il), asthma, chronic obstructive pulmonary di
coronary heart disease and breast cancer. In addition to the introduction of DN
2002, the 2000 Health Reform Act introduced a provision to encourage sickness
and heathcare providers to implement ‘integrated care projectsinnovative project
aiming at overcoming the rigid separation between primary and hospital@eeb et al.
2006. The Evangelical Geriatric Centre (EGZB) in Berlin, the Project Integrate ca
on geriatric care, is a multidisciplinary integrated care centre (including a hospital
day centre and a nursing home) for agdated conditions. The centre was set up in 1!
with financial support of both the Berlin and German government, thus before th
stipulating integrated care, but is now operating within the frameworks outlinegeabc

Financial With the introduction of DMPs, six risk compensation groups added to the capi
arrangements payments in 2002, to compensate sieks funds for primary and secondary ca
expenditure for the selected chronic care indications. In 20@9 capitation payment
was readjusted, reducing the (overly) strong financial incentive for sickness fur
enrol patients in DMPs, to instead consist of 80 morbigigted risk factors for chroni
conditions, in addition to the basic age and sex sdjant. Primary care physicial
participate in DMPs on a voluntary basis, but are incentivised to participate th
additional payment for services provided within the DMPs (the base payment for pi
care physicians is capped fiee-service payments)incentives for patients to enrol i
DMPs are offered by some insurers, through waived practice fees apaym@nts.
Patients are free to choose their insurer, thus the quality of care packages me
function as an incentive for enrolmem. 2003, b further stimuate integration projects
1% of sectorial budgets were earmedkfor integrated care project3he payment hd
to be negotiated between insurer and provider for each contract. Hos
reimbursement is (since 2003) cds#sed (Diagnosis Related Groups (D
supplemented with ‘'operational and procedure keys' (OPS)). Different categor
complex geriatric care ardefined in the OPS keys. A total of 17 DRG for geriatric
were listed in 2014. Minimum requirements related to need assessment, care ple
and organisation of care processes, are defined which have to be fulfilled in orde
paid according téhe appendant DRG. The concept of complex geriatric care, as d
in the DRGs and OPS keys, aims to integrate early rehabilitation of older peoj
acute hospital careTwo additional geriatric DR@re covering day clinic interventiol
for geriatrc patents. These DRGs are not part of the standard payment system an
to be negotiated with the insurance companies on an individual bases.health
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insurance companies (HICs) holds a strong position in the financial system for ¢
rehabilitaion. HICs influence both the negotiated market price for rehabilitation
due to restrictions on claiming the daily pay for geriatric rehabilit&i@iso the bed
occupancy rate of the cooperating centres.

Organisational DMS in Germany have not challenged existing structures or contributed to task ¢

impact as they are mainly focused on the primary care physicians, who act as care coorc
(Nolte 2012), and have been reported not to promote provider cooperati
collabaation agreements or integrated financing across care sefIsiachristas et al
2013. The implementation of integrated care in Germany was not so much driven |
desire of improving the quality of health care but more by the expectation of a
costeffective way to deliver hehl care.The implementation and operation of DMPs
Germany has come with a heavy administrative and bureaucratic sgsiethe same
time DMPs are highly standardised to keep transaction costs as low as possible
been questioned whether German DPBl are optimal for patients with complex ne
which often involve multiple illness@<olte et al. 2012Chi 2014. Integrated care (IC
arrangements aremost often initiated by hospitals than by primary care provid
possibly since hospitals perceived financial lo#fsest using the earmarked budgt
share(Greb et al. 2006Nolte et al. 201 In 2010, 37.1% of dibspitals took part ir
some sort of I€ontract, with larger hospitals more often than smaller. Many
arrangements have focused on the interface between acute hospital and rehabil
care. In 2011 68% of-tOntacts involved Intesectorial care, antess than one percen
involved nursing care. In the beginning the implementation of the integrated care
was supported by a financial assistance model and the number of contracts wa:
constantly. However since the end of the financial assistgsrogram for IC, the
development has been stagnant. Reasons given by the HICs and hospitals for ce
contracts were mostly financial (end of financial assistance, high @stslong
timeframe for amortization, increasing patient numbers, findnicisecurity and higt
administrative burdens) as well as perceiviedv interest and participation by the
patients. Hence, longerm benefits were not attractive enough to overcome i
required shortterm financial commitments in order to successfully lenent an 1€
program. Similar to the DMPsthe experience from the case study was that -
framework of the DRGand the OPS for complex geriatric care is strict and gives t
professions little room to adapt the requirements to the special need gfatient.

Patient and Patient satisfaction with DMS in Germany has been reported as high; health ot
health impact improvements modest, mainly assesded diabetes patient¢Chi 2014 The impact of
the integrated care program at the EGZB has not been evaluated.

AppendixB provides an overview of the financial system and implementation of integrated care in
Germany.

22| order to be able to dtinguish between complex geriatric care and standard rehabilitative care, the requirement of the complex
interventiong defined by the DRG given to each patiehas to be verified for each day of the stay of a geriatric patient.
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Figure7.1 Case Geriatric care

Case study: Germany — Comprehensive, multidisciplinary geriatric care
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7.2 Diseasébased bundled payments and integrated care for diabetes patietits in

Netherlands
Background In the Netherlands, healthcare is provided through statutory insurance, with medice
and and nursing care covered by separate insurance forms. Residents are, in pr
intervention  automatically insured for nursing cgfanded by earmarked taxation) and obliged to te

out basic medical insurance. The public may choose between multiple health ir
under a competitiorbased system. The health insurance company must however o
fix price for the basic care packadbey offer. Hence, premium for basic care packay
may vary between insurers, but not for persons with the same insurer. The sys
supported by incomeelated contributions (payroll taxes) and some government func
accompanied by mechanisms to tdbute funds between insurers to adjust for financ
risk resulting from the health profiles of insured persons.

The Dutch case study relates to implementation of integrated care for people with 1
diabetes in the Netherlands. There has been acyofhove towards chronic cai
management and integrated care over several decades in the Netherlands, includ
increased focus on chronic conditions in the 1980s, introduction of disease manac
programs in the 1990s, publication of the first nasibcare standards describing the no
of good chronic care for type 2 diabetes in early 2000s, and the development ¢
groups throughout the country in the m&D00s. With the aim of enhancing car
coordination for patients with chronic conditions, anbled care payment model fc
diabetes was introduced in the Netherlands in 2007 on an experimental basis. In 2(
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Financial
arrangements

Organisational
impact

Dutch parliament decided to implement the bundled payment system on a structural
for diabetes, Chronic Obstructive Pulmonary Disessd vascular risk management.
that point about 100 care groups operated diabetes management programmes i
country (Struijs et al. 2012 Bundled payments are administered by care groups,
provider networksbased in primary care that serve as prime contractor for the insu
The care groups may be set up as foundations, cooperatives or limited liability com
In 201Q the number of general practitioner (GP) practices associated with each care
varied between 35 and 130. The bundled payment is linked to the use of nation:
regional diabetes care standards. The Dutch integrated care for type 2 di:
incorporates elements such as evidethesed care, use of protocols, multidisciplin.
cooperdion, selfmanagement support, and a clinical information system.

The health insurance companies contracts with care groups for the delivery of di
care package. Both content and price of care packages are subjeegatiation. All
components needed for the lorigrm management of diabetes within a defihperiod
(usually one yearare purchased as a single product (bundled paynisnthe insurers.
The national bundled payment system does not however include sgeoialhospital
care. In the pilot phase payment diverged initially across care groups but b
converged over time. The care groups -sohtracts with service providers (che
partners) e.g. dieticians ophthalmologists and laboratoriesshat servicesare to be
provided by whom and at what pricéhesemay be paid in the form of fefer-service,
fixedrate or salary. The bundled payment contracts and the-csumlracts include
performance agreements that are assumed to stimukealthcareproviders to eliver
high quality and costfficient care.

The bundled payment model involves complex negotiation processes: In a given
several care groups negotiate with several health insurers and sdweséthcare
providers. And vice versa, health insurers negotiate with several care group:
healthcareproviders also usually cooperate with several care groups at the same tim
makes negotiations complicated and the bundled payment system comes witt
administrative costs. The bundled payment contracts have led to a change in-g
relations andn distribution of risk. Health insurers are believed to play a dominating
in negotiations and to tend to focus on costs at the expense of quality. It bBasbewn
that the care groups have acquired a strong negotiating position over individua
providers. All the ten care groups during the experimental phase wesavoed by GF
physicians, in only two cases were health practitioners from other dissilaowners.
This hampered collaboration across healthcare providers on equal terms.

The Dutch integrated care policy is based on the assumption of substitution of profe
roles and tasks (from secondary to primary care and from general practitiopeactice
nurse) will lead to more cosfficient care. Already in the pilot phasdfects in terms of
task reallocation were noted; nurses played a key role in the diabetes care within
practices. The delegation of tasks to nurses may havedremsponse to containing cos
with the bundled payment contract, but had in some practices been in place al
before. Following the introduction of bundled payments, diabetes patients wit
complications were more often treated with the GP cliatber than referred to specialis
care. One reason that allowed for this shift was the provision of diabetes compe
development to GP practice staff. There was some worry within the care groups tt
quality of care could deteriorate as a consequeotthe task reallocation. Quality chec
were introduced to monitor this. Some insurance companies noted increased costs,
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the additional transaction costs caused by introducing care gi&@insjs et al. 2002 The
experiences reported in the -Pase study were that the desired reduction in seconc
care is not achieved, mostly due to overcompensation with other types of activity.
were also concerns about too much substitution of care from the GP fwrdletice nurse,
with possible negative impact on care quality. Patients were experienced to receive
services and the bundled payment contracts were perceived to lead to too
standardisations of care not taking into account variation in patesds

Patientand An early evaluation of the bundlegayment model for diabetes reported som
health impact improvement on most process indicators or proxy outcome indicators, however
were modest and it was uncertain whether these were clinically reld@niijs et al.
2012. Improvenents in the patient care processes were reported both by providers
health insurance companies. Improvedare process such amcreased patient
centeredness, better cooperation, and communication were also reported in -tesé
study. From the patidrperspective there could be constraints in terms of patient freec
of choice of providerPatients wouldalsooften not knowthey were part of a care grouj
An issue with the bundled payment model as designed in the Netherlands is th
diseasespecfic organisation of care programmes may work against care integratic
patients with multiple illnessesligh incidence of muhinorbidity is seen as challengi
the model of disease based payment also due to system implementation issues ¢
overlaping disease specific protocols and double billing.

Figure7.2 Case Type two diabetes

Case study: The Netherlands — Bundled payments for diabetes
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7.3 Home hospitalisation and frailty program for COPD patients in Barc&pain

Background Spain has a tax fundeldealthcare system. In Spajnthe responsibility of financinc

and organisation and delivery bkalthcareis devolved to 17 autonomous regions. The He

intervention Plan launched at the end of 2011 by the Catalan government presents a compiet
framework for restructuring of the healthcare system towards a new model of integ
health and social care, and a system more oriented to the needs of patients with ¢
condition and complex health and social néé(see chapte6.4). Barcelona is one of fot
provinces in Catalonia. In 2006 four Integral Healthcare Areas was created, one ¢
. F NOSt 2y 9 &djtheSakeNHdspitad Clinif beforigs to. AISBE provic
governance structure for care integration and promotes the redesign of care proc
among all the providers involved. The development of integrated care services at
Clinic Barcelona stad in 2000 with the development of the Chronic Project and has |
developed further through several projects resulting in the creation of the Integrated
Unit in 2006. The Home Hospitalisation and Early Discharge in COPD patients prog
Preventon of Exacerbations in COPD patients program (also known as Frailty prog
COPD patients) are hospital led care integration approached that cooperates witr
ambulatory services in providing care for the target patient groups.

Financial The payment for hospital inpatient care at the Hospital Clinic Barcelona is didséy

arrangenents using a DRG casgix system. In the beginninghere was no financing of hom
hospitalisation services. The local development was made possiblepbyj&dt grantsco-
funding. A negotiated DR@imbursement has been introduced for home hospitalisa
interventions (1/3 of the money the hospital would get for a patient with the same C
admitted at the hospital). The Frailty programme for COPDidshyatraditional fee for
service for outpatient care. Lack of adequate and stable reimbursement scheme 1
Frailty programme poses a threat to sustainability and larger deployment of the si
Lack of formal payment model should in theory makealgothtion and coordinatior
among providers less likely. Howewelinical arguments as well as marginal impact
budgets seem to justify the need for maintaining the program.

Organisational Integrated Care Service (ICS), in differentatitels and for different conditions, are nc

impact considered mainstream at the hospital. The agreement about a reimbursement sche
specifically cover the home hospitalisation service modality was supported by p
evaluation results (see below).

Patient and The interventions at the Integrated Care Unit have been positively evaluate
health impact Randomised Control Trial evaluation) on clinical outcomes, patientsasigements
skills and health related quality of life, as well as decreasstis. ¢

23 hitp://www.ticsalut.cat/media/upload//imatges/innovacio/internacional/projecte%20casa/Joan%20Carles%20Contel.
pdf,
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Figure7.3 Case COPD

7.4 Integrated mental healthcare in Sweden: The models of Structural and Financially
Integrated Services in Norrtélje and Coordinated Mental Healthcare Service in Sddertélje

Background Sweden has a tax funded healthcare system with public responsibilities for financi
and organisation of service delivery decentralised thrae-tier system withcounty councils
intervention  responsible forhealthcare and municipalities responsible for social care (incl. s
psychiatry). Healthcare services (e.g. specialist care at hospitals and primary c:
mainly regulated by the SwedidtiealthcareAct and social services (e.g. suppor
housing) are mainlyegulated by the Swedish Social Services Act. Under these lav
counties and municipalities are both politically and economically very independent
only few regulations from the central government of Swedére 1990 'Adel reform
transferredrespmsibiliiesfor social services, nursing care (e.g. for elderly) and other
medical healthcare provision from the county councils to the municipalities995 a
mental healthcare reform was introduced, clarifying the responsibilities of sociabsém
mental health with the purpose to improve conditions for persons with psychiatric
chronic mental health disabilities. Responsibilities and financing for social care for
health was transferred from counties to municipalities. The mentdtthesform was a
catalyser for the creation of the Coordinated Mental Healthcare Service of Sédenr
health and social care consortium bringing together county psychiatric service
municipal social services. The integrated care arrangement isdlidé decision makini
processes at political, management and clinical level, as well as serdoatmm for
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